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Preface

TThe African Development Bank 

celebrates its 50th anniversary 

in 2014. Fifty years of Bank 

engagement on the continent is 

a great achievement – the institu-

tion, its partners and stakehold-

ers can all be very proud. While 

we will continue to draw upon 

our accumulated knowledge, 

experience and lessons from the 

past, the Bank is looking forward 

with optimism. Hence, the 2014 

Annual Meetings’ focus on the 

theme: “The Next 50 Years: The Africa We Want”.

During the 2013 Annual Meetings, the Bank’s Boards of Governors 

approved the Ten-Year Strategy 2013-2022, the long-term vision of 

which is to accelerate economic transformation of the African continent. 

Articulated around the twin objectives of green and inclusive growth, 

the Strategy includes an operational focus on infrastructure, regional 

integration, private sector development, governance and accountability, 

and skills and technology. In addition, it embraces three areas of cross-

cutting concern, notably fragility, gender and agriculture/food security. 

The Strategy emphasizes the quality and sustainability of growth and 

seeks new, creative ways of mobilizing resources to support Africa’s 

transformation, especially by leveraging its own resources, making 

wider use of public-private partnerships, co-fi nancing arrangements 

and risk-mitigation instruments to draw new investors into the continent.

Functioning as ‘One Bank’ that draws resources from its headquarters, 

Field Offi ces and the Eastern Africa Regional Resource Centre (EARC) in 

Nairobi, Kenya, the Bank is actively implementing the Ten-Year Strategy 

in all its dimensions. In this context, I am pleased to present this report 

“The AfDB: A Partner of Choice for the Eastern Africa we want”.

The objective of the report is to showcase the Bank’s engagement in 

Eastern Africa, both on a region-wide basis and in the 13 Regional 

Member Countries (RMCs): Burundi, Comoros, Djibouti, Eritrea, Ethio-

pia, Kenya, Rwanda, Seychelles, Somalia, South Sudan, Sudan, Tan-

zania and Uganda. The report presents successes in working with the 

Bank to produce concrete results vis-à-vis the key development chal-

lenges facing each country, highlighting its role as a connector, con-

vener and catalyser. The report gives special focus on how the Bank, 

RMCs and stakeholders can best shape the Eastern Africa we want 

in the future. To that end, the report includes a forward-looking per-

spective on the broader development path the region is likely to take 

over the next decades. It identifi es the key opportunities ahead, the 

risks and rewards involved and the challenges that require collective, 

continued attention.

I am pleased to present this report on the occasion of the 2014 Annual 

Meetings and trust that it will contribute to sustained development in 

Eastern Africa in the future.

Gabriel Negatu

Regional Director

East Africa Resource Centre (EARC)

African Development Bank
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Executive Summary

An exciting economic renaissance is under way in Africa and Eastern 

Africa has the opportunity to provide leadership. Over the past decade 

Eastern Africa has made remarkable progress in reversing the economic 

declines that marked the 1980s and much of the 1990s. Today, Eastern 

Africa is on the rise as an integrated and competitive region from which 

several growth poles have the potential to emerge. This report takes a 

three-part look at the state of development in Eastern Africa – both today 

and in the future – focusing on key opportunities and development chal-

lenges facing individual countries and the region as a whole. 

Chapter 1 presents a snapshot of the current social, economic and politi-

cal situations in Eastern Africa and identifi es the African Development 

Bank’s (AfDB) response to the region’s challenges. It provides examples 

of how the AfDB works to address the various dimensions of its new 

Ten-Year Strategy 2013-22 in order to be a partner of choice. Chapter 

2 presents a profi le of each of the 13 countries comprising the Eastern 

Africa Region and describes the AfDB’s engagement through its coun-

try strategies, showcasing particularly successful projects and concrete 

results achieved on the ground. Chapter 3 takes a look into the longer-

term future to suggest roles and priorities for the AfDB, the region and 

its stakeholders. Throughout the report, the analysis revisits key themes 

which are relevant now and are likely to remain pertinent in the future. 

These include issues of: structural transformation; transparent manage-

ment of natural resources and revenue from extractive industries; the 

benefi ts of deeper regional integration; the need for inclusive growth and 

reduced unemployment of youth and women; climate change and the 

transition to green economies; private sector development; and mea-

sures to address fragility. 

Eastern Africa is a vast region of the continent spanning 13 states that 

enjoy a great diversity of culture, language, geography, history, ethnic 

and religious identity. These differences among neighbours are attributes 

that can give an integrated Eastern Africa great competitive strength in a 

globalizing world. For example, Eastern Africa encompasses a multitude 

of climatic zones, from high-altitude montane rainforest to low-altitude, 

dry land climates and desert lands. This biodiversity is a strength, giving 

the region the capacity to produce a great variety of crops. Eastern Africa 

includes fi ve landlocked nations – Burundi, Rwanda, Uganda, South 

Sudan and Ethiopia – two island nations – Comoros and Seychelles – 

and six coastal countries – Somalia, Sudan, Eritrea, Djibouti, Kenya and 

Tanzania. Six Eastern African states are eligible for AfDB assistance under 

its Fragile States Facility. 

The region achieved an average real GDP growth of 6.6% per annum in 

the fi rst decade of this millennium, and the challenges now are to sustain 

high growth rates and make growth more inclusive. The recent discover-

ies of mineral deposits, natural gas, oil and other energy sources which 

have been made across Eastern Africa bring to light the huge potential 

extractive industries could offer. 

There is substantial variability in social indicators among the countries 

of the region, but a great deal of progress has been made over the 

past decade toward reducing poverty, increasing primary school enrol-

ment and reducing infant mortality. Inequality has been on the decline 

in Rwanda and Burundi, but is on the rise in other countries. High levels 

of food insecurity and malnutrition remain substantial problems. Gender 

inequality remains a critical issue in the region with poverty levels gener-

ally higher among women and their access to productive resources still 

constrained by legal and cultural factors. Also, the region continues to 

be troubled by a number of confl icts. 

The growth surge in Eastern Africa is mainly due to improved macro-

economic management. Consequently, some countries now have more 

fi scal space compared to previous decades and this is enabling them to 

invest more in growth-enabling physical and social infrastructure, and 

address critical gaps such as human capacity/skills development. Also, 

many countries have implemented structural reforms to improve their 

business environments, attracting investment that boosted economic 

activity and growth. However, although growth has been robust, there 

is still substantial space for further improvement, with a need for much 

deeper structural transformation by most countries. Economies have 

started to move away from their traditional dependence on the produc-

tion and export of primary commodities alone, according to the AfDB’s 

Africa Competitiveness Report 2011. Light manufactured goods and 

food products account for a majority of the East African Community’s 

(EAC) exports to the rest of Africa. Nonetheless, there is a need to move 

up value chains, diversify product lines and produce more added value 

within domestic economies. Such measures are essential if Eastern Africa 
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is to become a competitive trading partner in an increasingly competi-

tive world and create jobs and opportunities for its people. Infrastructure 

defi cits remain huge and the region lags behind the rest of Africa with 

respect to availability of power and quantity and quality of transport infra-

structure. Two bright spots include water/sanitation and internet density, 

where Eastern Africa’s performance is comparable to that of Southern 

Africa, the continent’s leading region.

Eastern Africa’s countries are at different stages of political maturity or 

structural transformation – some still fragile, some highly dependent on 

a narrow extractive resource economy and others making preparations 

for economic diversifi cation. The priorities for governments in the near-, 

medium- or long-term depends in large measure on the category to which 

they belong. The better-performing Eastern African economies will need 

to maintain and augment the reform policies that have contributed to 

growth. Building on their improved macroeconomic policies, they have 

signifi cant space to become more important players on the global stage 

by opening up opportunities for trade and the private sector, improving 

their infrastructure, and strengthening their human capacity through better 

education and training. Those countries that have had lower growth can 

learn from the experiences of the more successful reformers while devel-

oping programs that take full advantage of their unique strengths. How-

ever, sustaining recent economic progress cannot be taken for granted.

Structural transformation is at the core of the challenges which need to 

be addressed. Chapter 3 shows that most African countries are now 

“factor-driven” and they must seek to become “effi ciency-driven” to 

better compete in the world economy. Ultimately, countries should aim 

to become “innovation-driven” if they wish to become among the most 

competitive in the world. Among the Eastern African countries, Sey-

chelles is leading by example on this front. Since natural resources are 

the region’s primary source of comparative advantage, it should base 

its structural transformation on that foundation, establishing strong and 

diversifi ed resource-based economies that exploit agricultural, energy 

and mineral resources through transparent governance. As expected 

energy and mineral resources come on line across the region, interna-

tional experience demonstrates that improved government systems that 

ensure effective and transparent management of these resources will be 

key to inclusive development.  

Meanwhile, a large subset of Eastern and Southern African countries 

has worked hard on establishing a vision of an integrated region, driven 

by the Tripartite Agreement between COMESA, SADC and the EAC. 

The benefi t of regional integration in Eastern Africa is well-understood. 

A single market, far larger than the individual markets of each coun-

try, offers greater opportunities for increased trade, stronger economic 

growth, creation of employment and stability. The scale of infrastructure 

investment can go up, bringing down the cost per unit of services. There 

is consensus about improving regional infrastructure as an important 

building block toward integration and, to that end, Heads of State have 

unanimously approved the Programme for Infrastructure Development 

in Africa, for which the AfDB is the Executing Agency. A large number 

of cross-border infrastructure projects (profi led in the report) will be real-

ized in the coming decades, radically altering the face of Eastern Africa 

and introducing a step-change improvement in the business climate. At 

the same time, there is a need to streamline and rationalize the region’s 

many existing trade agreements. The complex set of separate institu-

tions now co-existing often overlap and existing capacity would be more 

effective if it operated under a unifi ed vision of the way forward on trade 

reform. Also, non-tariff barriers to trade continue to hamper regional 

trade and growth. 

Given the contrast between Eastern Africa’s improved growth record and 

the trend of increasing inequality across most of the region, address-

ing inequality is becoming a more urgent policy issue. In addition, the 

emerging challenge of climate change has implications for key regional 

strategies and programs – the need to ensure the “greening” of growth 

strategies is another challenge the region must address. A third issue 

underlying growth prospects is the increasing role the private sector 

needs to play in supporting growth. While government programs and 

policies remain crucial to growth, the substantial investment needs of 

Eastern Africa will require larger and more competitive private sectors. 

Finally, there is a clear link between stability and rapid economic growth. 

More effective efforts at managing risks arising from fragile situations has 

a real priority in Eastern Africa.  

The AfDB has a key role to play  
First, as Africa’s premier fi nancial institution, the AfDB plays a central role 

in the socio-economic development and regional integration of Eastern 

Africa. The long-term vision of a sub-region where goods, capital and 

people can move freely across borders to create a larger market is cru-

cial and the AfDB’s continued focus on this priority will be essential to 

secure the economies of scale necessary to make Eastern Africa a more 

effi cient participant in world markets. 
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Second, the AfDB should sustain its role as the leading fi nancier of infra-

structure in Eastern Africa. Across all country profi les of Chapter 2, the 

major role played by the AfDB supporting the energy, water, transport 

and ITC sectors is consistent and clear. Noting the fact that service pro-

vision in these areas is typically lower than the African average, the AfDB 

should continue to work closely with the region’s governments to reverse 

this situation. Combining increased funding with policy and institutional 

reforms, the AfDB can ensure that the region’s population is served by 

more effi cient services in the future. To this end, the AfDB will continue 

to act as a connector, convener and catalyser. Partnering with other 

stakeholders will be the key, engaging the private sector through PPPs 

and working closely with the donor community – traditional and non-

traditional – to mobilise cofi nancing. The Africa 50 Fund could provide 

substantial benefi ts, and this instrument should be nurtured to grow into 

a major source of infrastructure capital for the continent. 

A third priority for the AfDB is to make growth in Eastern Africa more 

inclusive. Education and training will play an important role in securing 

growth and efforts devoted at primary, TVET and tertiary levels will all 

be essential to moving toward more diversifi ed and competitive econo-

mies. One program emerging to support the AfDB’s efforts on inclusive 

growth is its  initiative to create an “Inclusive Growth Index” for Africa. 

This could become a powerful instrument for comparing country per-

formances and helping to identify policies and programs that facilitate 

improved performance. 

Fourth, the AfDB has mounted a major effort to ensure it has the capacity 

to provide broad and effective support to assisting the continent address 

the climate change challenge. Its present efforts in some Eastern African 

countries are noted in Chapter 2, but a rapid expansion of programmes 

to address climate change in regional countries is an urgent priority. The 

AfDB can support regional countries through both analytic work, advi-

sory services and increased lending. 

Fifth, the AfDB expects to substantially expand its work with the private 

sector. It is already devoting increased efforts to working with governments 

to improve business environments across Eastern Africa and expand-

ing its capacity to fi nance private-sector investments, including through 

PPPs. Innovative instruments such as Partial Credit Guarantees and the 

Private Sector Credit Enhancement Facility approved in the AfDB’s ADF-13 

Report will contribute to mobilising additional development fi nance from 

the private sector. Recognising that the private sector will be the major 

creator of jobs in the future and that only the private sector can ensure 

the increases in productivity needed to ensure that Africa can compete 

globally, the AfDB will make private sector work central to its efforts toward 

regional economic transformation.

Furthermore, the AfDB has worked to increase its capacity to tackle fragility 

in Africa. The AfDB’s long and close relations at the country level provide 

a strong platform for dialogue on promoting stability and for improving 

the institutions that address fragility. One specifi c suggestion that has the 

potential to further strengthen the role of the AfDB in fragile states is the 

idea of supporting a more formal, continuing role for former African Heads 

of State. Such an institution would encourage past leaders to contribute 

their vast experience and knowledge to the broader benefi t of the conti-

nent. Where confl icts emerge, members of this group could be deployed 

to mediate, as when Nelson Mandela brokered peace in Burundi. They 

could share their insights into effective policy development, institutional 

strengthening and dealing with the outside world. Over time, this could 

become an effective AfDB-sponsored instrument to address fragility.

Finally, it should be recognized that a major improvement has occurred in 

the AfDB’s relationships in the region as a result of the establishment of 

Field Offi ces in seven countries across Eastern Africa and the up-grading 

of the Kenya Field Offi ce into a Regional Resource Centre (EARC) covering 

the region’s 13 countries. This has brought the AfDB much closer to its 

clients, allowed for more continuous interaction with the key policy-mak-

ers across the region, and enabled it to respond quickly to government 

requests and concerns. The consistently positive remarks from senior 

government offi cials about the cooperation with EARC demonstrate that 

the decentralization has made the AfDB a more engaged, more effi cient 

partner while ensuring greater impact in the region.

As Africa’s own Development Bank, the AfDB ensures that its resources, 

policies and strategies are closely aligned to the many needs of Africa. In 

Eastern Africa, EARC has worked closely with government counterparts, 

regional economic communities, development partners and other stake-

holders to promote overall socio-economic development and prosperity 

in the region. This report highlights key activities and demonstrates the 

effectiveness of the AfDB as a trusted partner. Looking to the future, the 

AfDB will continue to support the region to achieve its full potential over 

the coming decades.
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An exciting economic renaissance is underway in Africa and Eastern 

Africa has a strong part to play. 

Eastern Africa (Fig. 1) is a vast region of the African continent spanning 

13 states and enjoying a great diversity of culture, language, geog-

raphy, colonial history, as well as ethnic and religious identity. These 

differences among neighbours are a real asset – attributes that can 

give an integrated Eastern Africa great competitive strength in a glo-

balizing world. Recognizing this fact, the African Development Bank 

(AfDB) is working individually and collectively across borders to join 

seams among countries and unlock the region’s full potential. 

Having achieved average real regional GDP growth of 6.6% per annum 

in the fi rst decade of this millennium, the challenges now are to sus-

tain high growth rates in faster-growing countries and to bring island 

countries and fragile states up to similar rates of steady growth. All 

countries require progress toward more inclusive growth that pro-

vides greater opportunity for women and youth and they also need to 

transition toward greener growth if they are to build resilience against 

drought and climate change. If progress along the current promising 

path can be prolonged, the AfDB estimates that the region’s GDP will 

multiply eighteen-fold by 2050, expanding from a base of $185bn in 

2010 to $3.5trn by mid-century. This would move average per capita 

GDP from $657 in 2010 to $5,775 in 2050, lifting the majority of the 

population out of absolute poverty. This is the vision of a prosper-

ous Eastern Africa – a region on the rise. This is what motivates the 

AfDB. This vast potential encourages the AfDB to mobilize all of its 

tools and talents to partner with Regional Member Countries (RMCs) 

and Eastern African institutions to give them the lift they need to get 

the rise they will earn. 

Geography, Climate and Natural Resource Base. 
Eastern Africa includes fi ve landlocked nations - Burundi, Rwanda, 

Uganda, South Sudan and Ethiopia – and two island nations – Comoros 

and Seychelles. The remaining six – Somalia, Sudan, Eritrea, Djibouti, 

Kenya and Tanzania – all have ports on the Red Sea or Indian Ocean, 

which makes them vital in supplying ocean access to inland countries. 

The geography of the region is profoundly impacted by the Eastern 

African segment of the Great Rift Valley system. This in turn has dra-

matic impact on the region’s economy. All of Africa’s Great Lakes 

were formed as the result of the rift, and most lie within the valley 

between the two branches, including Lake Kivu and Lake Tangan-

yika. Lake Victoria, the second-largest freshwater body in the world, 

also lies within the rift, supplying fi sheries and livelihoods to surround-

ing populations from three countries. Because of this rich geology, 

the region has vast untapped energy which is only now beginning to 

be developed. For instance, Lake Assal in Djibouti sits in the Afar Tri-

angle above a geothermal vapour fi eld and the AfDB is commencing 

efforts to tap this potential energy source . Geothermal energy is also 

present in Kenya and Ethiopia and more sources will likely be found 

elsewhere along the East African Rift. Methane gas is trapped under 

Lake Kivu and the AfDB has mobilized fi nancing through its private-

sector window to tap this resource. 

Although oil was discovered and exploited in Sudan and present-day 

South Sudan some decades ago, a new era of oil and gas mineral 

prospecting has begun and is advancing across the region at a high 

pace. Recent discoveries of natural gas have been made offshore 

from Tanzania and exploration is underway for gas in Somalia and 

off the Comoros islands. Meanwhile, exploitable oil reserves have 

been confi rmed in Uganda, Seychelles, Tanzania and Kenya (Fig. 

2) but it will be some years before the sources are fully commercial-

ized. Further exploration is underway in South Sudan and numerous 

other base and precious minerals are being discovered elsewhere in 

the region as revealed in the individual Country Profi les in Chapter 2. 

Although a revenue boom from extractive resources has potential to 

A Region 
on the Rise

1.1
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Figure 1: Eastern Africa

Figure 2: Oil Discoveries in Africa: 1975 to 2014

Seychelles

Comoros

underpin further growth, countries will need to improve governance 

frameworks to safeguard against Dutch Disease and threats of cor-

ruption and confl ict. 

As further consequence of this geography, Eastern Africa encom-

passes a multitude of climatic zones, from high-altitude montane 

rainforest covering the western portions of Rwanda, Burundi, Uganda 

and Tanzania to low altitude dry land climates including large tracts 

of Sahelian and desert land in the Horn countries. This biodiversity is 

a strength, giving the region the capacity to produce a great variety 

of crops. For example, Ethiopia is a country capable of cultivating 

eight species of oilseeds (from low- to high-rainfall varieties), giving 

it potential to become a centre of high-value seeds on the interna-

tional market. The region is home to a wide variety of exotic wildlife, 

beaches, lakes, waterfalls, woodlands and orchards which offer an 

excellent environment for tourism as well as agricultural production. 

However the region’s endowment of natural resources is highly vari-

able. While Albertine Rift and island countries enjoy adequate rainfall, 

others (Sudan, Somalia, Kenya, Djibouti, Eritrea, parts of Ethiopia) 

include areas that are severely water stressed. Though they have large 

tracts of arable land, rain-fed agriculture is not feasible in much of the 

Sahel. This explains the prevalence of livestock-based livelihoods in 

Sahelian climatic zones and many countries’ desire to develop irriga-

tion potential from lakes and rivers. Biodiversity and forest cover are 

under threat in all countries due to the reliance upon charcoal as a 

major source of cooking fuel throughout the region. 

Eastern Africa is highly vulnerable to climate change, which poses a 

serious threat to the long-term growth of the region unless mitiga-

tion measures are taken and resilience is increased. Even though it 

accounts for less than 4% of global greenhouse gas emissions, Africa 

is the continent most likely to suffer from its effects, especially in low 

rainfall areas prone to recurrent drought and islands and seaside 

cities exposed to the threat of rising sea levels. For this reason, cli-

mate change and transition to green growth pathways are central to 

the AfDB’s new Ten-Year Strategy 2013-2022 for Africa and an inte-

gral feature of its engagement with RMCs and partners in the region.

Social Profi le of Eastern Africa. Eastern Africa accounts for 

about 28% of Africa’s population spread across 21% of the continen-

tal landmass with extreme variability in density ranging from a high of 
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428/km² in Rwanda to a low of 15/km² in Somalia. Table 1.1 identifi es 

the fact that there is substantial variability in social indicators across 

the region, making it diffi cult and misleading to depict the social profi le 

of an “average” Eastern African citizen. In fact, the region houses both 

ends of the welfare spectrum, with Burundi ranked 178 on the UNDP 

2013 Human Development Index, and Seychelles ranked 46th (high-

est in Africa). However, impressive improvements have been made in 

the infant mortality rates over the past decade across this sub-region. 

At the same time, despite notable improvements in poverty reduction, 

most countries still have high absolute levels of poverty. Inequality has 

become an increasing concern with widening gaps between urban and 

rural incomes and male versus female poverty levels. While inequality 

has been on the decline in Rwanda and Burundi, it is on the rise in 

other countries (Tanzania, Kenya and Sudan), with Gini coeffi cients 

generally higher in oil- and mineral-exporting countries. Inequality is 

also evidenced by continued high levels of food insecurity. Malnu-

trition remains a substantial problem in Eastern Africa with 42% of 

the EAC’s children under fi ve showing signs of stunting. Africa is the 

youngest continent on earth with 70% of the population estimated 

to be under age 30. Eastern Africa mirrors this continental trend with 

a demographic youth bulge of those aged 15 to 24 accounting for 

about 20% of total regional population.

Combined with urbanization, this demography presents both oppor-

tunity and risk. If constructive economic and educational policies are 

put in place and more jobs are created, the energy and talent of Afri-

ca’s youth will become a driving force behind sustained high levels 

of economic growth. If not, population growth could lead to greater 

internal confl ict and social decline. Because unemployment levels for 

youth are high in most Eastern African countries, several have begun 

adopting inclusive growth policies and programs targeting youth; these 

are elaborated on a country-by-country basis in Chapter 2. While 

several countries (Eritrea, Seychelles and EAC members) have made 

good progress toward achieving full enrolment rates at the primary 

school level, others (Sudan, South Sudan and Somalia) lag behind. 

Even so, primary enrolment is necessary but not a suffi cient condi-

tion to equip youth with the right skills to enter the workforce. Greater 

progress is needed to increase participation in secondary, tertiary or 

technical and vocational education and also to improve the quality 

of education. (Fewer than 30% of Kenyan and Tanzanian secondary 

school students pass their respective national exams compared to 

88% pass rates by Rwandan and Ugandan peers). Vocational and 

tertiary education is an area of focus of many country strategies under 

implementation by AfDB. 

Gender equality remains a critical issue in the region and several coun-

tries are off-track on gender-related MDGs. Poverty among women 

remains high and women’s access to productive resources in the region 

is limited and gender-based violence remains pervasive. RECs have 

taken measures to promote gender mainstreaming to address these 

problems and governments are increasingly incorporating gender 

issues into development policies and action plans. All countries in the 

region except for Sudan and Somalia have signed the Convention on 

the Elimination of Discrimination against Women. 

Economic Performance and Growth Drivers. 
Eastern Africa accounted for 12% of the continent’s combined GDP 

in 2012 (excluding Somalia and Southern Sudan). Figure 5 identifi es 

increasing convergence around a 4.5% average annual real growth 

rate, which is projected to be sustained in 2014 and beyond. Ethiopia 

and Rwanda have achieved the highest growth rates on a consistent 

basis, whereas Eritrea and Seychelles have recovered from contrac-

tion earlier in the decade. Moreover, annual GDP growth has been 

outpacing population growth in all countries measured (Fig. 6), deliv-

ering net positive income gains per capita and a decade of progress 

toward poverty reduction across the region. 

EAC member countries contribute the greatest amount to regional 

GDP (Fig. 7), followed closely by Horn countries and trailed by island 

countries. The fi ve largest economies now contribute about 93% of 

regional GDP (Fig. 8), with Ethiopia having overtaken Sudan, Tanza-

nia and Kenya, all of whom were larger in absolute terms when mea-

sured in 2009. Mineral exports and industrial revival have contributed 

to growth in Ethiopia and Eritrea, whereas Sudan’s economy has con-

tracted since the secession of South Sudan. Services have overtaken 

agriculture as a component of GDP (42%) and as a driver of growth 

on a region-wide basis, with an increasing amount contributed by 

fi nancial services and communications. ICT-enabled innovation has 

led to new product development fl ourishing in Kenya and radiating 

outwards. Specifi cally, Kenya’s MPESA payment system is now rec-

ognized as a global best practice which is being broadly replicated 

in Eastern Africa and elsewhere. Services GDP is followed by agri-

culture (including livestock, forestry and fi sheries), at about 33% of 

GDP, and remains a major supplier of livelihoods in the region. Mining, 
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quarrying and construction contribute about 15% of GDP and is on 

a rising trend, while manufacturing presently contributes about 10% 

of regional output. 

The growth surge in Eastern Africa is due to several factors. On the 

macroeconomic front, improved exchange rate management, reduc-

tions in foreign debt, shrinking budget defi cits in most countries and 

the curbing of infl ation have helped some countries create more fi scal 

space relative to the prior decade (Fig. 9). 

Of particular note, the AfDB has made substantial contributions to 

the debt reduction effort in the region. Together with the World Bank, 

an estimated $811m of debt relief was granted in debt forgiveness 

under the Highly Indebted Poor Country (HIPC) initiative for Burundi, 

Ethiopia, Tanzania, Rwanda and Uganda. Another UA1,650m of debt 

was cancelled under the Multilateral Debt Relief Initiative for the same 

countries plus Comoros. Sudan and Somalia remain highly debt-dis-

tressed and are in different stages of preparing for debt relief as dis-

cussed in Chapter 2, while Burundi remains debt-distressed despite 

reduction measures to date. 

Prudent macroeconomic management has enabled governments 

to invest more in growth-enabling physical and social infrastructure. 

On the policy front, many governments have turned their attention 

to improving their business and investment climates – a reorientation 

away from state-owned enterprise. As a result, the private sector is 

more competitive and can exercise greater initiative than before, allow-

ing markets to gain energy and vibrancy. Rwanda has shown signifi -

cant improvements in its business environment, moving from 58th in 

2010 to 32nd in 2014 on the World Bank’s Doing Business index; it is 

considered one of the fastest-reforming countries in the world. The 

region is becoming increasingly integrated and there has been an 

increase in intra-regional trade, though imports continue to surpass 

exports. The current oil, gas and mineral exploration boom has been 

a driver of growth and is stimulating a rapid increase in foreign direct 

investment (FDI) into the region. Though Eastern Africa lags behind 

the other regions on the continent, the pace of infl ows is picking up 

and FDI into the region is expected to exceed $7bn in 2013 (Fig.10). 

The other encouraging driver behind Eastern Africa’s growth trend 

is that of structural change. The 2013 edition of the AfDB’s African 

Economic Outlook provides data to illustrate that structural change 

accounted for nearly half of the continent’s overall productivity growth 

over the period 2000 to 2005. Eastern Africa mirrors this trend. Table 

1.3 reproduces the data for fi ve East African countries to illustrate that 

a structural shift of labour between sectors was a principal driver of 

Table 1.1:  Selected Socioeconomic Indicators for East African Countries

Country Total Population 
(millions) in 2012

Life Expectancy 
at birth (in total) 
years in 2012

Infant Mortality Rate 
(per 1000) in 2012

Population living 
below $1.25 a day 
(2009-2011)

Adult literacy rate 
(Female)

Per capita income 
(GNI) in US dollars 
for 2012

Burundi 9.8 53.6 87.7 81.3 86.7 in 2008 240

Comoros 0.7 60.7 67.6 46.1 70.6 in 2011 840

Djibouti 0.9 61.3 56.3 18.8 n.a. 1030

Eritrea 6.1 62.3 43.2 n.a. 59 in 2011 450

Ethiopia 91.7 63.0 50.3 30.7 39 in 2007 410

Kenya 43.2 61.1 52.4 43.4 66.9 in 2007 850

Rwanda 11.5 63.6 49.8 63.2 61.5 in 2010 560

Seychelles 0.1 73.0 8.4 0.3 92.3 in 2011 11640

Somalia 10.2 54.7 80.6 n.a. n.a. 150

South Sudan 10.8 54.7 79.1 n.a. 16 in 2009 650

Sudan 37.2 61.9 55.4 19.8 63.2 in 2010 1450

Tanzania 47.8 60.9 49.7 67.9 60.8 in 2010 570

Uganda 36.3 58.7 57.8 38.0 64.6 in 2010 440

Africa 1070.1 58.1 71.4 40.0 64.9 1604

Source: AfDB Statistics Department Databases, ‘n.a.’ not available
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growth in labour productivity in four of fi ve countries analyzed. The 

structural shift (out of agriculture into other sectors) is responsible for 

half to all of the labour productivity growth in Kenya, Rwanda, Tanzania 

and Uganda. Ethiopia presents an interesting contrast, demonstrat-

ing that productivity growth in this country was mostly (86%) attrib-

utable to gains achieved by labour within current economic sectors.

While structural change has taken place and growth been robust, 

there is still a large space for improvement with a need for deeper 

structural transformation by most countries in the region. Economies 

have started to move away from their traditional dependence on the 

production and export of primary commodities alone, according to 

the AfDB’s Africa Competitiveness Report 2011. Light manufactured 

goods and food products account for a majority of the East African 

Community’s (EAC) exports to the rest of Africa. Nonetheless, there is 

a need to move up value chains, diversify product lines and produce 

more added value within domestic economies. Such measures are 

essential if Eastern Africa is to become a competitive trading partner 

in an increasingly competitive world and create jobs and opportuni-

ties for its people. This theme is revisited in Chapter 3. 

Two aspects of recent growth deliver less positive messages. As 

noted above, most regional economies are facing increased inequal-

ity. Refl ecting this, ensuring that future government and DP programs 

and policies across Eastern Africa focus more broadly on inclusive 

growth has priority. Second, given the serious environmental challenges 

noted above, investments must be more conscious of the emerging 

challenges of climate change – “green growth” must also become 

ingrained in government and DP programs and policies. 

Regional Institutional Landscape. The institutional land-

scape in Eastern Africa and the Horn is presently complex but there 

is potential for greater regional integration should the political will exist 

and be translated into action. Specifi cally, current membership affi li-

ations among the 13 countries are spread across four of the conti-

nent’s eight Regional Economic Communities (RECs) as well as the 

Indian Ocean Commission (IOC) and the Economic Community for the 

Countries of the Great Lakes (CEPGL).1  This makes integration efforts 

challenging, but efforts are underway on two simultaneous fronts – a 

bold integration agenda among the subset of East African Commu-

nity (EAC) members (Figure 11), and a market expansion agenda to 

merge three RECs into a large free trade zone. Both initiatives enjoy 

the AfDB’s support and merit further description. 

1 The eight RECs are AMU, IGAD, CEN-SAD, COMESA, EAC, ECCAS, ECOWAS, 
and SADC. Seychelles and Comoros are members of the IOC and Rwanda and 
Burundi are members of CEPGL.
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The EAC, which was enlarged from its tradition members of Kenya, 

Tanzania, and Uganda to include Rwanda and Burundi in 2006, is 

arguably the sub-region of the continent furthest ahead on the inte-

gration path. This group is moving from its initial status as a trading 

regime with common tariffs and harmonized standards toward much 

more profound institutional, infrastructural and identity development. 

For example, the EAC has already established an East African Leg-

islative Assembly, an East African Court of Justice and the Lake Vic-

toria Basin Commission. Several regional infrastructure projects are 

in planning or implementation stages, including an East Africa Power 

Master Plan, an East Africa Submarine ICT network, joint concession-

ing of railroads and a Lake Victoria transport project. With progress 

having been made on thornier issues such as removal of non-tariff 

barriers, the 15th summit of EAC heads of State held in November 

2013 approved the launch of a single customs territory for the EAC 

with effect from January 1, 2014, as well as the establishment of an 

East African Monetary Union (EAMU). Plans for this are to be ratifi ed 

by member states by July 2014 and establishment of four compo-

nent institutions is foreseen to achieve full implementation. An East 

African passport has been approved for issuance to the region’s citi-

zens by November 2015. 

The Common Market for Eastern and Southern Africa (COMESA) is 

a large REC that has the benefi t of counting 12 of 13 states from the 

Eastern Africa region within its membership. Hence, while the EAC pio-

neers and demonstrates the benefi ts of integration beyond trade ties 

to the rest of Eastern Africa, a wider harmonization attempt to merge 

Source: UN & AfDB Statistics, PPP Valuation Basis
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Table 1.2:  Eastern Africa Macroeconomic Indicators

Indicator Average * Range** Comparison

Year:   2012e Lowest Highest AFRICA

GDP Growth Rate 4.50% -0.60% 7.70% 4.20%

Infl ation Rate 21.40% 5.00% 36% 9.10%

Fiscal Balance, % 

of GDP

-4.1% -13.50% 2.60% -2.50%

Public External 

Debt, % of GDP

36.60%

External Current 

Account Balance

-8.50% -25.80% -3.40% -0.4%

* Average data include all (13) countries in AfDB administrative region of Eastern Africa, 
excluding Somalia and South Sudan
Source, AEO Aggregates March 2013, 2012 Data

Figure 8: Regional GDP — Country Share in 2012

Figure 9: Eastern Africa Infl ation, Fiscal Balance and 
Real GDP Growth Trends
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RECs is underway, whereby COMESA, EAC and SADC have agreed 

to negotiate a CES Tripartite Agreement to establish a free trade area 

(FTA). This process aims to combine 26 of Africa’s 54 nations into a 

single trading bloc but there have been delays in launching bona fi de 

implementation plans, which were due to start in June 2013. If momen-

tum can be regained, and given that the bloc will comprise more than 

two-thirds of Africa’s total GDP, the CES Tripartite FTA will radically 

improve the market size and potential competitiveness of the region. 

In the case of South Sudan, which gained independence in July 2011, 

de facto membership in two RECs accrued as a result of its histori-

cal ties to Sudan, but the country does not yet have free trade status 

within any regional bloc. It has now chosen to apply for membership 

within the EAC. Likewise, if Somalia’s roadmap toward federal uni-

fi cation makes progress as planned, this could open the door to it 

also joining the Tripartite community alongside other IGAD members. 

Somalia also aspires to join the EAC.

Fragility, Political Context and Governance. Alongside 

the many positive attributes and developments in the region, East-

ern Africa has a number of challenges to overcome, particularly with 

respect to fragility, political confl ict and governance. The challenge of 

fragility is refl ected in the fact that the region has six states eligible to 

access resources from the AfDB’s Fragile States Facility. The region is 

confronted by numerous political confl icts. Relations between Ethiopia 

and Eritrea remain tense, while Djibouti and Eritrea have intermittent 

disagreement on borders. Comoros remain vulnerable to sporadic 

outbursts of civil confl ict, humanitarian deprivation continues in the 

Darfur province of Sudan, and Burundi continues to struggle with the 

legacy of its past civil war. Additional security concerns in the region 

include confl ict in neighbouring areas, e.g. in the Democratic Republic 

of Congo, which adversely affected Rwanda’s economy, as well as the 

continued presence of Al-Shabaab in south-central Somalia. Recurrent 

attacks have occurred in Uganda and Kenya and Somali piracy in the 

Gulf of Aden costs the regional economy increased insurance premi-

ums as well as reduced tourism and trade. Persistent poverty, unem-

ployment and marginalization foster violence in Somalia – it is crucial 

to the stability and integration prospects of the region that Somalia 

becomes unifi ed and peaceful. In addition, there remain outstanding 

border demarcation and oil revenue-sharing issues between Sudan 

and South Sudan, and the political confl ict now simmering internally 

within the latter poses the risk of taking on an ethnic dimension. On 

the positive side, the elections and transition of government in 2013 

in Kenya were peaceful. 

Corruption continues to be a challenge across Eastern African insti-

tutions, especially with respect to those responsible for security and 

justice. Although Rwanda and Seychelles rank well on Transparency 

International’s Corruption Perceptions Index, at 50th and 51st respec-

tively, most other countries in the region rank poorly (Sudan 173rd, 

Burundi 165th, Comoros 133rd and Kenya 139th) out of 183 ranked 

countries in 2012. Consistent messages emerge from the Mo Ibra-

him Index. Overall the region falls below the continental average in 
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Table 1.3 Composition of Labour Productivity Growth 
2000-2005

Labour 
Productivity

Of which:

Growth (%) Within: labour 
movement within 
sectors (%)

Structural:  labour 
movement between 
sectors (%)

Ethiopia 2.09 2.06 0.03

Kenya 0.57 0.29 0.27

Rwanda 3.96 -0.16 4.12

Tanzania 3.17 0.76 2.41

Uganda 1.78 -0.88 2.65

Source:  Extracted from Table 6.1 Africa Economic Outlook 2013

Figure 10: FDI Infl ows to Africa, 2000-2008
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the index with Seychelles, Rwanda and Tanzania recording the high-

est scores; Rwanda and Burundi have seen the greatest improve-

ments. Continued progress on governance will be essential to sustain 

economic growth and development in the region. The public sector 

must practice the rule of law, set a tone of intolerance for corruption 

and enforce protection of property rights whereas civil society and 

the private sector need to exercise greater voice and engagement in 

holding governments accountable. 

Infrastructure in Eastern Africa. The state of infrastructure 

remains a weakness for the countries of Eastern Africa (Fig. 12). Though 

the region has made progress relative to its baseline at the turn of the 

century, infrastructure defi cits remain huge and the region lags behind 

the rest of Africa. The sub-region has the smallest per capita power 

generation electricity access rates on the continent and has been slow 

to develop a regionally integrated vision for an Eastern Africa power 

pool. Though progress is being made toward an energy sector master 

plan for the EAC, the balkanization of institutional memberships across 

disparate RECs has likely impeded the countries from rallying around 

a single roadmap to serve the region. Nonetheless, the recent pattern 

of sustained economic growth coupled with optimism over resource 

discoveries has created greater fi scal space for several nations. As 

a result many are beginning to make more substantial investments 

in infrastructure and are taking care to design networks that expand 

across borders as well as domestically. For example, Ethiopia has the 

greatest endowment of hydro resources for power generation in the 

sub-region and is beginning to tap this potential. Recognizing that it 

can be an energy exporter to the region, it has partnered with Kenya 

and Djibouti to establish cross-border transmission lines connecting 

their power distribution grids. 

Principal transport corridors in Eastern Africa include the Northern Cor-

ridor (which runs from the port of Mombasa in Kenya through Uganda, 

Rwanda and Burundi) and the Central Corridor (which runs from Dar 
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es Salaam through Burundi and Rwanda). The past fi ve years have 

seen an increase in the proportion of paved sections but both corri-

dors are characterized by long transit times and high costs. Logistics 

services and surface transportation costs are higher than in any other 

region in the world, mostly attributable to administrative and customs 

delays at ports and hold-ups at check-points and national borders. The 

landlocked countries suffer most from the consequences. The more 

positive news is that this situation is being monitored by the Council 

of Ministers of the EAC and it is putting pressure to decrease these 

types of non-tariff barriers to trade.

Two bright spots are in the areas of water and sanitation and internet 

density where Eastern Africa’s performance is comparable to that of 

Southern Africa, the leader on the continent. More than half of the 

population in each country has access to improved water sources, with 

the exceptions of Somalia and Ethiopia. The percentage of population 

with access varies from 29% in Somalia and 68% in Ethiopia to 72% 

in Burundi and Uganda and 98% in Seychelles. Within the ICT sector, 

there is a trend of falling prices and higher penetration in both mobile 

telephony and broadband internet. Recent installation of a broadband 

internet cable connecting Seychelles and the mainland has increased 

access with the number of internet users (per 100 inhabitants) now 

reaching a high of 18 in Kenya and 44 in Seychelles. Communica-

tions technology has spurred product innovation in Kenya’s fi nancial 

sector; this trend is penetrating deeper into the region, greatly reduc-

ing the cost of fi nancial transactions and the percentage of unbanked 

citizens within the population. 
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The overarching objective of the AfDB is to “spur inclusive economic 

growth and social development” in its Regional Member Countries 

(RMCs) both individually and on a collective basis. Established in 1964, 

the AfDB approved its fi rst operation in Eastern Africa in 1967 and 

since that date, its strategic engagement with the region has grown 

substantially more relevant, effective and innovative. Since the start 

of its engagement in the region, the AfDB has approved 818 proj-

ects (of which 735 are national projects and 83 are regional projects), 

amounting to $17.5bn. 

In 2013 the AfDB adopted a Ten-Year Strategy 2013-2022 for the Afri-

can continent, which is rooted in the remarkable growth of the prior 

decade but aspiring for broader and deeper inclusion of all African 

citizens along a transformational path toward the future. The strat-

egy will focus on the twin overarching objectives of inclusive growth 

The AfDB as a 
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and a transition to green growth. The fi rst objective seeks to unlock 

the continent’s potential by expanding its economic base across age, 

gender and geography, thereby targeting deep reductions in poverty 

and inequality. The second objective strives to ensure that the mode 

of growth transitions toward sustainable and renewable pillars, to 

ease the pressure on natural resources and build resilience to poten-

tial shocks from climate change. As it is clear that decisions made 

today will have a strong bearing on the quality and climate resilience of 

future African growth, the Ten-Year Strategy begins with that in mind. 

The strategy will rely upon fi ve priority channels to deliver results: infra-

structure development, regional integration, private sector develop-

ment, measures to improve governance and accountability and human 

capital development (via vocational education and training, technology 

acquisition and innovation). Addressing root causes of state fragility, 

discrimination on the basis of age or gender and food insecurity are 

cross-cutting strategic concerns that are expected to permeate all 

relevant interventions. Now entering its 50th year of operations, the 

AfDB has a rich toolkit of instruments and approaches to deliver impact 

and infl uence. Though these include traditional products such as proj-

ect support through sovereign and non-sovereign fi nancing windows, 

huge strides have been made to diversify the options at the AfDB’s 

disposal to ensure that fl exible and responsible partnering can occur 

for all member countries regardless of status or circumstance. After 

all, it is through engagement via solid analysis, dialogue and actions 

that the AfDB can be an effective change agent in Africa, both for the 

benefi t of individual nations and for the sub-regions that make it whole. 

The AfDB’s Footprint and Approach 
in Eastern Africa
In its determined efforts to improve its effectiveness as a development 

institution, the AfDB has strengthened its presence within the Eastern 

African region in recent years, with the establishment of seven country 

Field Offi ces1  plus the East Africa Regional Resource Centre (EARC) 

in Nairobi, Kenya. The EARC houses country operations personnel 

for most non-presence countries as well as regional private sector 

operations and a critical mass of sector experts, fi duciary, procure-

ment and safeguard personnel to support Field Offi ces.  

2 The AfDB has Field Offi ces Burundi, Ethiopia, Rwanda, Sudan, South Sudan, 
Tanzania and Uganda.

In working with RMCs, EARC has the capacity to focus upon each 

country’s unique development framework. It works within that context 

to selectively draw upon the AfDB’s comparative advantage, strategic 

priorities and instruments to respond to country development needs. It 

ensures that the AfDB is broadly engaged with regional governments 

and can quickly respond to requests and issues.

At an institutional level, the AfDB has introduced several recent policy 

initiatives that it is backing through enhancements in organizational 

structure, both for effi ciency gains and to align resources in a manner 

that best enables the organization to implement its Ten-Year Strategy. 

For instance, the AfDB in January 2014 adopted a Gender Strategy 

2014-18, recognizing the crucial role women play in the development 

of Africa overall, and in structural transformation in particular. In keep-

ing with the new Gender Strategy, the Offi ce of the Special Envoy 

on Gender has been introduced with a direct reporting line to the 

President. The approval of the systematic integration in 2013 of the 

gender dimension in AfDB country strategies and operations at the 

Box 1: ‘One Bank’ 
Approach – To 
Convene, Connect & 
Catalyse

The Lake Turkana Wind 
Project is a large-scale wind 

energy project located in 

northern Kenya. It involves 

the installation of a wind 

farm to generate 300MW of 

power plus a transmission 

line connecting to future 

geothermal power plants to 

deliver low cost, renewable 
power to the nation in line 

with Kenya’s Vision 2030. 

Subtropical wind jet streams 

originating in the Indian Ocean, 

aided by local temperature 

fl uctuations, produce a natural 

venturi effect on the southeast 

shores of Lake Turkana, 

creating ideal conditions 

for electrical wind-power 

generation. Approached by 

the Government of Kenya 

to help realize this vital 

infrastructure project, the AfDB 

has mobilized resources and 

instruments on a ‘One Bank’ 
basis to convene parties 

interested in the project, 

connect and mobilize different 

talent streams to prepare it 

for investment and, as lead 

arranger, catalyse a multiple 

of fi nancing in addition to its 

own commitment through 

its private-sector window. 

In addition to AfDB private 

equity fi nancing to be provided 

to Lake Turkana Wind 

Power Limited the Bank’s 

Energy, Environment and 

Climate Change Department 

conducted Environmental and 

Social Impact Assessments, 

undertook public consultations, 

arranged Resettlement Action 

Plans and has also prepared 

the Bank’s fi rst Partial Risk 

Guarantee to lay off risks 

associated with transmission 

line delay. 

The Lake Turkana Wind Project 

is an excellent example of the 

Bank pulling out all the stops 

for a successful green growth 
infrastructure project.



14 | AFRICAN DEVELOPMENT BANK GROUP

THE AFRICAN DEVELOPMENT BANK 
A PARTNER OF CHOICE FOR THE EASTERN AFRICA WE WANT

quality-at-entry level has helped strengthen accountability for gender 

mainstreaming by promoting a common language on gender equal-

ity and establishing a more effective compliance mechanism for staff. 

This has had noticeable results, with the percentage of new projects 

achieving “moderately satisfactory” ratings on the gender dimension 

at appraisal stage increasing from 38% in 2011 to 67% in 2012. In 

this respect, all project appraisal reports to be submitted to the AfDB 

Boards for consideration/approval now cover gender issues, includ-

ing gender disaggregated results indicators. 

Similarly, given the large number of fragile situations in Africa, the 

AfDB’s Fragile States Unit has been upgraded into a department, to 

better drive implementation. Also, a Revised Strategy for Engage-

ment in Fragile States is currently being considered by the Boards. 

In December 2013 the Boards also approved the Integrated Safeguards 

System to promote environmentally sustainable and socially inclusive 

growth in keeping with the new strategy. The system is designed to 

promote the sustainability of project outcomes by protecting the envi-

ronment and people from the potentially adverse impacts associated 

with development projects. Safeguards are a powerful tool for identifying 

environmental and social risks, in turn helping to preserve the environ-

ment and addressing the concerns of communities in project areas, 

thus assisting the continent move toward a sustainable growth path.

Other enhancements include the introduction of an African Natural 

Resources Center which has been invested with capacity to inform and 

guide operations responding to the resource boom going on across 

the continent, a new Financial Sector Development department and 

a new offi ce of the Chief Risk Offi cer. Among other duties, the latter 

offi ce has responsibility to inform and monitor the very large and fast-

growing portfolio of private sector operations which have multiplied 

fi vefold since 2007. The AfDB has also established a cross-depart-

ment team to frame green growth within the African context, jointly 

chaired by the Climate Change Coordination Committee (CCCC) 

and the Department for Energy, Environment and Climate Change 

(ONEC). The latter has been reconfi gured to better equip it to inform 

efforts aimed at climate mitigation and the transition to green growth. 

Above all, the AfDB is promoting a ‘One Bank’ culture to ensure that 

all resources at its disposal are coordinated to effectively respond to 

Africa’s development challenges. The EARC has energetically adopted 

this philosophy as demonstrated in Box 1. In addition, EARC makes 

a determined effort to adhere to the Paris principles of aid effective-

ness as portrayed in Box 2. 

The following sections illustrate the many ways in which the AfDB is 

applying its new Ten-Year Strategy within Eastern Africa. As such, 

sections and Boxes follow the structure of Figure 13, bringing to light 

examples that demonstrate the vast array of instruments and innova-

tions applied from the AfDB’s ever-expanding toolkit. 

Inclusive Growth. President Kaberuka has made it clear that 

“economic growth is not the same as economic transformation. Our 

continent must move up the ladder of global value chains and create 

jobs for its people.”

The AfDB recognizes that it is imperative for Africa to translate its 

recent impressive economic growth into better opportunities and 

living standards for all Africans, replicating the pathway achieved by 

other high-growth regions of the world. Opportunities to productively 

Box 2: Aid 
Effectiveness 
Principles Applied by 
EARC

 � Ownership: EARC 

encourages country 

leadership and devotes 

substantial effort to assist 

RMCs strengthen their 

capacity in PFM and 

statistics, e.g. in Somalia 

& South Sudan. Several 

examples are provided in 

Chapter 2.

 � Alignment: All Country 

Strategy Papers (CSP) 

are based upon RMC 

countries’ own National 

Development Plans (e.g., 

PRSP). Extensive con-

sultations are held with 

government, private sector 

and civil society before 

fi nalizing country strate-

gies. EARC uses country 

fi nancial and procurement 

systems where appropriate 

(e.g. Kenya and Tanzania) 

and strengthens national 

systems when needed.

 � Harmonization: The AfDB 

has adopted common 

systems and instruments 

with the World Bank for 

rating country performance 

and conducts joint review 

missions accordingly. As 

the Secretariat of the Infra-

structure Consortium for 

Africa, AfDB works on har-

monizing DP engagement 

on infrastructure invest-

ment for the continent.

 � Managing for Results: 
Because it is close to its 

customers, EARC opera-

tions respond to chang-

ing country conditions in 

pursuit of development 

outcomes.
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engage Eastern Africa’s huge youth population need to be generated 

in order to preserve stability during economic emergence. 

Recent competitiveness data bring out the question of whether, while 

enjoying high rates of growth, countries have been making the types 

of investments and reforms needed to strengthen their human capital, 

diversify their economies and put them on pathways to create jobs for 

men and women that will absorb Eastern Africa’s huge youth bulge. 

In this regard, countries need assistance in building up their work-

forces to make them a relevant contributor to private sector growth. 

The AfDB is supporting RMCs in this endeavour with human capi-

tal development projects in many countries, including an ICT skills 

development project for the region as a whole as showcased in Box 

3. The AfDB’s strategic agenda emphasizing inclusion therefore per-

meates all the Country Strategy Papers for Eastern African countries 

and is central to the appraisal of all new projects and other activities. 

The inclusion agenda means that success must not focus uniquely 

upon aggregate GDP or average per capita statistics. Incomes must 

rise and access to quality public services improve in the rural milieu 

as well as in urban areas, and across genders and age groups. As 

such, it is increasingly important that countries have the capacity to 

measure their progress in reducing inequality and achieving inclusion. 

Accordingly, another concrete manifestation of how the AfDB is assist-

ing partners on the inclusion agenda is embedded in its commitment 

to improving the supply of statistics on the continent. Specifi cally, 

the AfDB embraced the responsibility to take a lead role in produc-

ing statistical data on all spheres of African performance at Busan, 

Korea, in 2011, as an outcome of the New Partnership for Develop-

ment. To that end, the AfDB has established the Open Data for Africa 

portal which it populates with support from RMCs and makes globally 

accessible. To do this effectively, and make data collection meaningful 

and sustainable, the AfDB is actively engaged in building the statis-

tical capacity of RMCs. Present initiatives are focused especially on 

Somalia, South Sudan and Eritrea so that states emerging from fragility 

have the means to measure and evaluate the dimensions of their own 

progress. Another program emerging to support the AfDB’s efforts on 

inclusive growth is its initiative to create an “Inclusive Growth Index” 

for Africa. This could become a powerful instrument for comparing 

country performance in this area and helping to identify policies and 

programs that facilitate improved performance.

Box 3:  Skills & ICT to 
Equip Young Men and 
Women for Private 
Sector Jobs

Regional ICT Centre of 
Excellence Project
The mismatch between 

employers’ needs and youth 

skills is a major contributor to 

high levels of youth exclusion 

and unemployment in Eastern 

Africa today. As part of the 

AfDB’s overarching objective 

of promoting inclusive growth, 

it has taken action to ensure 

that young men and women 

entering into the workforce 

have modern, relevant skills 

matching the requirements of 

private employers in today’s job 

market. To this end, the AfDB 

provided a multi-country ADF 

loan for UA8.6m to construct 

and equip a world-class regional 

Information and Communication 

Technology Centre of 

Excellence. 

The Centre, located in Rwanda, 

is a leader in building ICT 

capacity within the region, 

generating hundreds of 

graduates with masters-level 

competencies, capable of 

applying ICT services within all 

development sectors. This will 

not only have a positive impact 

on the development of the ICT 

sector itself but will also improve 

delivery of social services 

such as health, education and 

public services. The centre 
is committed to increasing 
the participation of women 
in advanced ICT learning, 
aiming for 45% female 
enrolment by 2015. 

Box 4: Climate Smart 
Water Infrastructure 
for Drought Resilience 
and Food Security

The disastrous effect of the 

2008-11 droughts in Eastern 

Africa is a profound reminder 

of the urgent need to establish 

infrastructure that can mitigate 

effects of climate change. To 

that end, Kenya’s Ministry of 

Environment, Water and Natural 

Resources has kicked off the 

Thwake Multi-Purpose Water 

Development Program (sup-

ported 35% by the AfDB with a 

$95m loan and a $1.9m grant 

and 65% by the GOK), a four-

phase intervention to succes-

sively (i) construct a 77 meter tall 

rock-fi ll dam, (ii) develop green 

hydro-power, (iii) inclusively pro-

vide rural and urban water sup-

ply and sanitation infrastructure 

and (iv) extend irrigation capacity 

within the arid and semi-arid 

counties of Kitui and Makueni. 

The program will strengthen 
drought resilience and make 

the target counties more water-
secure and food-independent 
thereby contributing to food 

security and reducing poverty. 

This programmatic model 
is suitable for replication in 
many parts of drought-prone 
Eastern Africa.
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Green Growth. Given Eastern Africa’s climatic vulnerability, the 

AfDB has recognized that green growth is imperative, not optional 

– making that agenda a primary objective of the Ten-Year Strategy. 

Green growth requires a cross-sector approach that includes invest-

ing in sustainable infrastructure, energy and urban settlements; better 

management of natural resources, including land, water, forests and 

minerals; building economic, social and physical resilience, (includ-

ing resilience to natural disasters and climate change) and enhanc-

ing food security. 

The AfDB’s operations now support development of energy sources 

with clean energy sources where possible (see Djibouti project show-

case, Chapter 2) and the substitution of lower-impact transportation 

solutions such as railways instead of trucking. Such solutions will not 

only result in environmental benefi ts, but are designed to contribute to 

regional integration and economic development. In this context, the 

AfDB has developed several knowledge products for RMC reference, 

in addition to climate resilience strategies for specifi c countries as fur-

ther detailed in Chapter 2. The EARC is also actively promoting the 

position that Eastern African countries must immediately begin making 

climate smart investments in order to avoid greater costs in the future. 

To that end, climate change considerations have been mainstreamed 

in all recent Country Strategy Papers; in addition, a National Greening 

Strategy and National Climate Change Action Plan has been devel-

oped for Kenya to align with their Vision 2030, in close cooperation 

with the Government of Kenya and development partners. Renew-

able energy plans have been developed for Ethiopia and Tanzania. 

Climate smart infrastructure projects and measures to build resilience 

to drought and improve food security are also evident throughout the 

AfDB’s project portfolio in Eastern African as evidenced by Box 4. Fur-

thermore, the AfDB hosts a variety of innovative fi nancing instruments 

focused on coupling access to energy with clean energy promotion 

Figure 15: Building Blocks for East Africa Power Pool 
Bujagali Uganda Hydro Power Station and Kenya-
Ethiopia Transmission Line 

Figure 16: Public Sector Highway Infrastructure

The 50km Nairobi–Thika superhighway is an excellent example of 

a large project undertaken jointly by different actors to improve the 

regional road infrastructure.The superhighway is an important part of 

the regional and continental transport corridor from Cape Town, South 

Africa, to Cairo, Egypt. The project’s total cost was $360m, of which 

$180m was provided by the AfDB.



 AFRICAN DEVELOPMENT BANK GROUP | 17

and low carbon development options, improving climate information 

and strengthening adaptation measures, and improving management 

of water and other natural resources. Examples include the Climate 

Investment Funds (CIF), Global Environmental Facility (GEF), and the 

Sustainable Energy Fund for Africa (SEFA), ClimDev and the Congo 

Basin Forest Fund (CBFF) as well as the African Water Facility (AWF).

Infrastructure Development. Section 1.1 identifi ed Eastern 

Africa’s severe infrastructure defi cit. It is therefore not surprising that 

infrastructure projects constitute 74% of the EARC portfolio (not includ-

ing multi-sector projects), refl ecting strong demand by RMCs and the 

AfDB’s comparative advantage in this area. Because of enormous 

demand, the AfDB mobilizes all of its tools and fi nancing windows to 

create conditions for public and private investment into Eastern African 

infrastructure networks; a private fi nancing example is evidenced by 

the Turkana wind farm profi led in Box 1. Two energy sector examples 

from the public sector lending window are the Bujagali hydro station 

and the Kenya-Ethiopia power transmission line showcased in Figure 

15. These will become anchor components for the Eastern African 

power pool and regional energy market in due course. A third public 

sector example is development of segments of the North-South trans-

continental highway as profi led in Figure 16.

Transport projects are underway in eight of the 13 EARC countries 

and that sector represents the largest segment of the total current 

infrastructure portfolio. At the same time, water supply and sanita-

tion projects are being implemented in nine EARC countries, refl ect-

ing investment to increase access to improved water sources and 

mitigate the effects of drought. 

The AfDB’s initiatives in the infrastructure sphere go well beyond 

physical installations; they include innovations in knowledge genera-

tion and mobilization of funding as well. On the knowledge front, the 

AfDB is leading the Africa Infrastructure Knowledge Program and 

plays a central role in the regular collection and assessment of infra-

structure indicators as part of the Open Data for Africa initiative. This 

data set is critical to guide future policy and funding decisions for 

infrastructure on the continent. In South Sudan, the AfDB has taken 

a lead role in producing an infrastructure action plan for the country 

which the government has adopted and other DPs are lining up sup-

port for this framework. A similar exercise is ongoing in Seychelles and 

getting underway for Somalia. Figure 17 reveals the current portfolio 

Transport

Power

Water Supply/Sanitation

Communications

1,813,051,645

1,197,431,605

485,202,666

6,712,491

Box 5: Road Links Improve Regional Corridors: 
Rwanda-DRC

The rehabilitation of the Crete Congo/Nil-Ntendezi Road links 

Rwanda’s third-largest town with Rusizi at the border with DRC, 

making trade within the interior more feasible and bringing farming 

communities closer to markets. 

(as of January 2014) of infrastructure operations managed by EARC 

across all thirteen countries in the region.

The AfDB has developed an “Infrastructure Index”, which facilitates 

comparison of the status of infrastructure development among coun-

tries and regions. Given that the AfDB has been a major fi nancier 

Figure 17: Infrastructure portfolio for East Africa, 
Current value by sector, UA
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Box 6: Financial 
Intermediation Behind 
the Scenes 

The AfDB is not always front 

and centre in all it does: its 

Private Sector Department 

(OPSM) frequently conducts 

non-sovereign operations behind 

the scenes to strengthen Eastern 

Africa’s fi nancial institutions, 

enabling them to play a direct 

intermediation role in meeting 

private sector demand for 

innovative products. Examples 

include:

 � Equity and/or lines of credit 

to Banks supplying credit 

to SMEs and women 
entrepreneurs, incl. via 

PTA Bank (Eastern and 

Southern African Trade 

and Development Bank), 

KRep, Bank of Kigali and 

Rwandan Development 
Bank;

 � Board participation, $15m 

equity and $1m under-

writing capacity building 

grant for Africa Trade 
Insurance Agency to 

improve political risk 
insurance and wholesale 
trade credit risk products;

 � Equity investment in the 

African Guarantee Fund 
operating via commercial 

banks throughout Africa 

to provide guarantees for 

SME lending;

 � Equity and line of credit to 

Shelter Afrique to support 

housing fi nance products 

in demand.

Box 7: Lessons on 
Governance Applied by 
EARC

 � Lesson: Strengthen 

diagnostics, analysis and 

provision of Knowledge 
Products to improve the 

quality of programming 

and guide policy dialogue 

at the country and regional 

levels. Applied: The 
Bank has partnered 
in the production of 
South Sudan’s fi rst 
Infrastructure Action 
Plan as a key input 
to the Government’s 
transformative South 
Sudan Development 
Initiative.

 � Lesson: Refi ne the 

approach to institutional 

support projects to better 

ensure sustainability of 

capacity building and 

linkage to wider public 

sector reforms. Applied: 
In its engagement 
with Sudan, the 
Government and the 
AfDB initially developed 
an institutional capacity 
building project focused 
on poverty reduction. 
Recognizing that this 
was not suffi cient, a 
new project on PFM 
and Macroeconomic 
Management Capacity 
Building was recently 
added.  

 � Lesson: Emphasize 

promotion of gender 

equality in governance 

operations. Applied: 
Attention to gender data 
is built into Baseline 
Household Surveys 
being conducted by 
the EARC for input into 
RMC poverty planning.

of Africa’s infrastructure over the past decades, the index will allow 

greater, more insightful tracking of the progress in the continent’s 

infrastructure development over time.

Regional Integration. The Eastern Africa regional profi le presented 

above noted the complexity of the region’s institutional landscape and the 

consequent need for simplifi cation and consolidation within a common 

market. To that end, the EARC has developed a Regional Integration 

Strategy Paper (RISP) 2011-2015 founded upon the twin pillars of infra-

structure development and capacity building. The challenge for regional 

integration is to simultaneously increase physical interconnectivity and 

trade patterns among states while inducing them to move beyond the 

current sub-regional RECs and trading blocks. Physical infrastructure 

networks can help this process but must be accompanied by policy 

measures such as the harmonization of customs procedures and reduc-

tion of non-tariff barriers. Refl ecting the priority the EARC places on 

regional integration, its regional portfolio comprises 57 operations in 

8 sectors (December 2013): 11 operations in agriculture and environ-

ment; 9 operations in energy; 8 operations in fi nance; 2 operations in 

human development; 2 operations in transport; 24 operations in ICT 

and 1 operation in water and sanitation. One vital project which will 

soon get underway is a Payments and Settlements Systems project to 

assist EAC countries move ahead with the REC’s intention to adopt a 

single currency. The total commitment of the current regional portfolio 

is approximately UA2.4bn, of which 5.3% is allocated to the private 

sector. Box 5 highlights how transport projects are serving to enlarge 

Eastern African markets. Comprehensive details on the regional and 

country portfolios are presented in Annex 1. The AfDB is proud of the 

unique role it is playing in funding and supporting regional integration; 

it has clearly emerged as the leading DP in this area.

At a corporate level, the AfDB together with the African Union (AU) and 

the NEPAD Planning and Coordination Agency (NPCA) has been a key 

driver in launching the Programme for Infrastructure Development in 

Africa (PIDA). Under this programme the African Heads of State have 

endorsed 50 priority regional infrastructure projects. These trans-bound-

ary projects have substantial potential to deliver a major step toward 

continental integration and stimulus for intra-African trade. To mobilize 

the fi nancing needed to fi nalise these projects, the AfDB announced 

the creation of an Africa 50 Fund in mid-2013 and efforts are ongoing 

to set up the Fund’s independent legal structure and mobilize diverse 

fi nancial resources from African central bank reserves, African pen-
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sion funds, African sovereign wealth funds, the diaspora and high net 

worth individuals. In addition, the AfDB recently awarded a $8.6m 

grant to the AU so that NPCA can enhance the capacity of RMCs to 

accelerate delivery of PIDA projects. A fl agship PIDA project in East-

ern Africa is the preparation of a Kenya-Tanzania power transmission 

line that will provide an eventual link between Eastern and Southern 

African power pools, substantially enlarging the potential for energy 

trade within COMESA. 

Private Sector Development. The AfDB has a fi ve-year Private 

Sector Development Strategy (2013-17) built around three pillars that 

combine analysis and advice with practical assistance and fi nancing: 

business climate improvement, supportive infrastructure and enterprise 

development delivered through both sovereign and non-sovereign opera-

tions. As noted in section 1.1, EARC countries need to make substantial 

strides toward structural transformation and economic diversifi cation 

that allow them to move up value chains and accelerate industrialization. 

To that end, the EARC has launched the preparation of a robust series 

of knowledge products on manufacturing development to encourage 

new-economy job creation and private sector development within the 

region. In addition, the AfDB is playing an active role as a convening 

agent to bring private investors and other DPs to the table to fund key 

infrastructure projects. For example, the EARC used ADF funding to 

quantify the geothermal energy which could be commercialized at the 

Menegai volcanic crater in Kenya and is providing a partial risk guar-

antee to encourage private investors to develop the offtake. The fi rst 

two concessions have been opened for bidding by the Government 

of Kenya and the AfDB is now being approached by private parties 

interested in accessing fi nancing through the private sector window. 

Before 2006 the AfDB was providing approximately $200m per year in 

private sector operations. Since that time, the private sector window 

has been substantially enlarged approximately $1.1bn per year. This 

refl ects Africa’s emergence as an attractive investment destination 

and the numerous opportunities available within ICT, fi nancial ser-

vices, urban development and housing and regional infrastructure. In 

addition to fi nancing large private sector investments, the AfDB also 

makes its impact by operating behind the scenes, using its resources 

to strengthen the market position and institutional capacity of African 

fi nancial institutions as is showcased in Box 6. 

Governance and Accountability. Section 1.1 demonstrated 

that Eastern African countries need to improve their governance. To 

help guide RMC efforts in this regard, the AfDB has an updated gov-

ernance framework and action plan (GAP) for 2014-2018 to promote 

good governance and accountability for Africa’s transformation. This 

revision builds upon important lessons learned during implementation 

of the fi rst GAP strategy and Box 7 refl ects how these are being applied 

in the EARC’s initiatives throughout the region. Improved governance 

is a particularly acute need within fragile and confl ict-affected states. 

Box 9: A Revised 
Strategy for 
Engagement with 
Fragile States

Reviews have asserted that 

the AfDB is making great 

contributions to positive 

development outcomes and 

operational effectiveness in 

fragile RMCs. At the same time, 

there have been gaps and 

shortcomings. As a learning 

institution, the Bank has chosen 

to improve its assistance 

framework with a new Strategy 

anchored in lessons of experience 

and refl ective evaluation. 

 � It will be implemented 

through a dedicated, three-

window ‘Reconstruction 
and Development’ grant 

instrument replacing the 

Fragile States Facility.

 � The Fragile States Unit 

has been up-graded into 

a Department and now 

has two divisions: one 

focused on operations, 

technical support and 

regional approaches; 

the other dealing with 

policies, knowledge and 

partnerships. Both are 

important in in building 

resilient states.

 � Programming will be more 

closely tailored to specifi c 

country needs in order 

to address root causes 

of fragility with more 

systematic monitoring.

Box 8: Agricultural 
Technology for a 
Regional Public Good

The Bank’s support to the 

Agricultural Research for 
Development on Strategic 
Commodities in Africa 
Project seeks to enhance 

food security and human 

nutrition to contribute to poverty 

reduction in low-income RMCs 

via partnership with three 

Africa-based CGIAR Centers 

– AfricaRice, ICARDA and IITA. 

Adaptive research will focus 

on four priority value chains: 

cassava, maize, rice, and wheat 

with any gains becoming widely 

relevant as a regional public 
good across many African 

countries. The project has three 

main components: Agricultural 
Technologies and Innovations 
Generation; Agricultural 
Technologies and Innovations 
Dissemination; and Capacity 

Building. It aims for: (i) 20% yield 

increases in cassava, maize, 

rice and wheat; (ii) increases of 

average farm household income 

from $370 at present to $600 

annually, and (iii) a 20% increase 

in food security. 
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GAP II therefore seeks to position the AfDB as a trusted partner in the 

sphere of economic and fi nancial governance. In this regard, GAP II 

builds upon the AfDB’s comparative advantage of providing predict-

able budget fi nance to fragile states and in engaging them in sensitive 

dialogue around public fi nancial management. The boom in oil, gas 

and mineral extractive sectors is another area requiring an upgrade 

in economic and fi nancial governance, transparency and account-

ability if RMCs are to harness their resource dividends in sustainable 

ways. Within this area, the AfDB has been a key contributor to the 

Africa Mining Vision and the formation of the African Mineral Develop-

ment Center which will be under the AU’s auspices. In addition, the 

AfDB has recently created the African Natural Resources Manage-

ment Center to meet the demand for trusted and independent advice 

in this arena. The AfDB’s regional role and capacity allows it to foster 

dialogue across the continent and overcome coordination and gov-

ernance shortcomings in extractive sector management. The AfDB’s 

international standing means that it can credibly play an advocacy 

role in a number of global initiatives, such as engaging with the G8 tax 

transparency initiative to ensure that it results in global reporting stan-

dards that refl ects Africa’s needs. 

Skills and Technology. The poverty, inequality and economic anal-

yses presented in earlier sections indicate that primary sector occupa-

tions (agriculture, livestock, fi shing and forestry) contribute the largest 

percentage of livelihoods for Eastern African citizens while contribut-

ing only about 33% of regional GDP. This underscores the conclusion 

that the recent decade of economic growth has not yet lifted the wel-

fare of the majority and that further progress is needed in structural 

transformation if that situation is to change. A substantial upgrade of 

Eastern Africa’s human capital is an essential ingredient. Eastern Afri-

can countries recognize this fact and the AfDB is assisting nine of 13 

countries to allocate about $390m to social investment for that pur-

pose (an example of which was provided in Box 3). In addition, Africa 

lags behind the rest of the world with respect to technology use and 

innovation although these are critical components of the region’s future 

competitiveness. Refl ecting this, the AfDB also recognizes agricultural 

research as an important generator of technology, and helps to deliver 

such fi ndings for the regional public good as showcased in Box 8.

Areas of Special Emphasis. The AfDB’s Ten-Year Strategy 

acknowledges the importance of state fragility, food security and gender 

equality by focusing on them as distinct areas of special emphasis. In 

practice, attention to these issues is mainstreamed as an element of 

design cutting across all the AfDB strategies and operations, as rel-

evant and applicable. For instance, fragility and gender concerns are 

both central to the AfDB’s GAP II strategy (Box 7) and key to the AfDB’s 

emergence as partner of choice in supporting gender-inclusive eco-

nomic growth. The AfDB’s private sector portfolio includes substan-

tial emphasis on SME lending for women entrepreneurs and all skills 

development projects include targets for expanded gender inclusion 

(specifi c examples are showcased in Chapter 2). Agricultural opera-

tions are a core focus of the AfDB, with 7% of the current portfolio 

devoted to agricultural sector projects across nine countries within 

EARC. (See Burundi and Uganda project profi les in Chapter 2). Con-

crete examples of how the AfDB draws upon its comparative advan-

tage in public fi nancial management and infrastructure development to 

support interventions for states recovering from crisis are highlighted in 

the Chapter 2 profi les of Comoros, Somalia, Sudan and South Sudan. 

In addition, having refl ected upon its experience in supporting RMC 

recovery from crisis and transition toward stability and resilience, the 

AfDB has upgraded its capacity to support fragile states and prepared 

a revised strategy for approval by the Boards as indicated in Box 9.

Going the Extra Mile. Beyond the numerous examples provided 

above, the EARC has given high priority to responding to urgent member 

country needs. For example, the AfDB is working actively on solutions 

to enable a continued fl ow of remittances by the diaspora to Somalia’s 

vulnerable population while also exploring measures to reduce expo-

sure to money laundering and the fi nancing of terrorism. 

In a similar vein, the EARC provided support to rehabilitate schools and 

restore housing in Khartoum when it was hit by heavy torrential rains 

and victims in entire communities were left without shelter. The AfDB 

responded swiftly with $1m in emergency assistance fi nanced from 

the Special Relief Fund under ADF-12. Ten severely damaged schools 

were re-built and 66 schools resuscitated and renovated. 

After the 2008 election violence in Kenya, the EARC quickly devel-

oped a livelihood project which has allowed affected communities to 

re-establish themselves. The EARC also came through with a quick-

disbursing loan in 2013 to help Kenya rehabilitate Jomo Kenyatta air-

port after a devastating fi re. These are just a few of the many different 

ways in which the AfDB strives on a ‘One Bank’ basis to be a partner 

of choice in the quest for development. 
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O
n the occasion of the publication of this report, it is 

my pleasure to applaud the strategic and creative 

partnership that Burundi and the African Devel-

opment Bank have maintained for more than 40 

years. Burundi has received sustained support of 

the Bank throughout the past decades through 

funding of several reform programs and development projects in 

areas as diverse as infrastructure (transport, water, and energy), job 

creation, agriculture and environmental protection. The dynamics of 

this cooperation is evidence of the AfDB’s commitment to support 

Burundi in different phases of its development.

Today, Burundi is at a crucial stage of its economic and social develop-

ment, which must meet the challenge of strengthening the productive 

base of the economy emerging out of fragility. That is why the Govern-

ment of Burundi is strongly committed to set the national economy 

on a path of sustained and inclusive growth. This requires continued 

deepening of economic and structural reforms for qualitative transfor-

mation of the economy. The resulting diversifi cation and competitive-

ness will be a source of progress to deliver a higher level of growth.

This strategic direction of the Government of Burundi, reaffi rmed in 

the Vision 2025 and the Strategic Framework for Growth and Fight 

Against Poverty, (second generation PRSP), refl ects its commitment 

to sustainably improve the living conditions of the people of Burundi. 

It also requires the implementation of a comprehensive program of 

modernizing transport infrastructure and energy through major proj-

ects and accelerating integration into the regional economy.

Cooperation with our development partners, foremost among who 

are our pan-African institutions, forms part of this vision. I am confi -

dent that the experience and comparative advantage that the AfDB 

Group acquired during four decades of cooperation with Burundi is 

an important source of knowledge and expertise that will continue to 

develop and be shared.

Finally, I welcome the opening of the Field Offi ce of the AfDB in Bujum-

bura, which will now be the vector for intensifying our partnership 

through a more effi cient dialogue and close monitoring of operations 

to be implemented. I am confi dent that the presence of the Offi ce 

creates a new era of cooperation between Burundi and the AfDB.

2.1 Burundi

Minister of Finance and 
Economic Development 
Planning

Message from 
HON. ABDALLAH TABU 
MANIRAKIZA
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Burundi Country Profi le and AfDB 
Engagement
The Republic of Burundi is a landlocked country with an area of 

27,834 km² located in the Great Lakes region of East-Central Africa. In 

Burundi, 90% of the population lives in rural areas and there is strong 

pressure on its natural resources due to a high population density 

(350 people/km²) and a narrow base of arable land (35.6%). The offi -

cial language is French, but almost all of the population speaks the 

national dialect, Kirundi.

The country is eligible for the AfDB’s Fragile States Facility (FSF), with a 

history of confl ict ever since independence in 1962. The cycle of ethnic 

violence resumed with the assassination in October 1993 of Burun-

di’s fi rst democratically elected president. The civil war that ensued 

severely damaged economic infrastructure. The Arusha Accords of 

2000 allowed for power-sharing and democratic elections in 2005 

and 2010 and permitted revitalization of the economy through the 

rehabilitation of infrastructure and agriculture, and improvement of 

social services. 

Burundi joined the AfDB in 1968; the fi rst operations began in 1974.

2.1.1. Overall Development Profi le 
Burundi is gradually rising from a deep socio-political crisis that 

destroyed most of its productive economic base. Despite recording an 

average growth rate of around 4% since 2005, the economy remains 

fragile because of its dependence on the agriculture sector, the big-

gest contributor to GDP and job creation. Growth of the economy is 

hampered by low productivity in this sector. Since 2010, the economy 

has grown by an annual average of 5%, with a slight upward trend 

projected for 2014 and 2015. Infl ation peaked in 2012 at around 18% 

but has been contained in the single digits since 2013. Coffee is the 

main export crop (contributing over 60% of foreign exchange earn-

ings) but it saw a 66% decline in output in 2013 due to the cyclical 

phenomena that affects coffee every two years. In contrast, tea pro-

duction experienced a 12% increase in 2013. 

Burundi reached the completion point under the HIPC Initiative in 2009. 

It has since received a further reduction of its external debt, with the 

net present value of public debt and debt guaranteed by the State 

reduced by more 90%. In addition, the country had received MDRI 

relief for all multilateral debt. At end 2013, the outstanding external 

debt is estimated at $380m (about 15% of GDP). The current value 

of external debt is estimated at 226% of GDP. Thus, despite the debt 

relief initiatives, the country remains vulnerable and the risk of debt 

distress remains high.

The authorities are focused on leading Burundi toward lasting stabil-

ity and beginning the development path envisaged in “Vision Burundi 

2025” (adopted in October 2010) and in the Strategic Framework 

for Growth and Fight Against Poverty (PRSP, adopted in February 

2012). Burundi’s strategy attaches the highest priority to sustained 

growth and job creation. The PRSP focuses on four strategic areas: (i) 
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strengthening the rule of law, good governance and promoting gender 

equality, (ii) transforming the economy for sustained growth and job 

creation, (iii) increasing the accessibility and quality of basic services 

to strengthen national solidarity, and (iv) managing the environment 

in harmony with development efforts.

Poverty remains a serious problem with 68% of the population living 

below the poverty line (according to the latest available data of 2006). 

Several initiatives are underway, including the organization of sector 

conferences by the authorities to mobilize funding in promising areas. 

Global development indicators are generally low, although progress 

has been made on many MDGs.

Burundi advanced seven places on the HDI ranking between 2012 

and 2013; it now ranks 178th out of 186 ranked countries, due largely 

to progress in the areas of education and health, including the imple-

mentation of a free primary education policy and introduction of free 

care for children under 5 and pregnant women. Major challenges 

remain however, particularly those relating to the quality of educa-

tion and inequality of access to education at secondary and higher 

educational levels. In addition, the health sector is facing bottlenecks 

related to the lack of resources, infrastructure and trained personnel.

2.1.2 Country Context 

Fragility: Causes and Consequences
Burundi continues to struggle with the legacy of its past civil war. 

Since 2008 the country has embarked on extensive economic and 

social reforms to stimulate growth and regional integration; resulting in 

progress – albeit slow – in modernizing its economy and administra-

tion. However, despite these achievements, the country continues to 

display various dimensions of fragility, particularly in terms of security. 

Burundi is characterized by an inadequate infrastructure network, low 

human development indicators, a general lack of capacity, weak gov-

ernance and high vulnerability to external shocks. To break the cycle 

of fragility that renders the population vulnerable to poverty and vio-

lence, the government is aiming to enhancing security and promote 

economic and social development. 

Unemployment is a serious problem, particularly with respect to peace 

building, and contributes to insecurity. The problems of unemploy-

ment, particularly among the youth, should be given top priority. In 

creating wealth, every job-generating activity also contributes to peace 

building and security.

Burundi’s capacity for policymaking is growing slowly from a low base. 

Poor capacity continues to limits the scope for measures and reforms 

which can be undertaken, especially in order to improve the environ-

ment for the private sector.

Natural Resources and Extractive Industries
Burundi has untapped mineral potential which offers real opportuni-

ties in the medium and long terms. The country has large reserves of 

nickel, coltan, vanadium phosphates, carbonite, peat and limestone. 

Specifi cally, Burundi has the 2nd largest global reserves of nickel, rep-

resenting 6% of the world’s supply at nearly 200m tons. However, 

today the mining sector contributes less than 1% of GDP and the real 

challenge for the country is to establish the conditions for effective 

and transparent management of mineral resources. 

Burundi belongs to two river basins (the Nile Basin and the Congo 

River Basin) and in most regions of the country there is a dense net-

work of permanent rivers, lakes and areas of drainage which could 

support the development of irrigated agriculture and livestock. In addi-

tion, while hydrological resources have potential to generate 1,300 

MW of electricity, only about 39 MW are exploited today. Several oper-

ations are underway or planned in the energy sector and the AfDB 

plans to work closely with other DPs in this sphere. These include: 

(i) the regional Rusumo hydroelectric dam (a PPP involving Burundi, 

Rwanda and Tanzania) that will allow Burundi to add about 25 MW, 

(ii) a regional transmission link between countries of the Nile Equato-

rial Lakes (NELSAP) to transport electricity to be produced from the 

Rusizi III dam, and (iii) national hydro-development projects at Jiji and 

Mulembwe for a total of 48 MW of new power supply.

Regional Integration and Trade 
In 2013, the government initiated the development of its regional inte-

gration strategy, taking into account its national objectives. The strat-

egy incorporates its interest as a land-locked country in exploiting its 

membership in various regional organizations (CEPGL, COMESA, 

ECCAS and SADC). Burundi has been most active within the EAC, 

especially on work on implementation of the Common Market Protocol. 

As a result of regional integration, Burundi has opened up its trade 
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policy over the past 10 years. The EAC and the Democratic Republic 

of Congo now increasingly trade with Burundi. The export base, which 

represented less than 5% of GDP in 2013, remains very narrow and as 

noted above is heavily dependent on coffee. In contrast, imports are 

estimated at 22% of GDP and are largely made up of manufactured 

products, refl ecting the weakness of local industry and the limitations 

of a small domestic market that prevents realising economies of scale. 

Structural Transformation
The economy remains highly vulnerable to external shocks because 

of its narrow economic base and low diversifi cation. The weak perfor-

mance of the Burundi economy relative to its neighbours refl ects the 

fragility of its economy. It is subject to multiple constraints including low 

investment, high production costs associated with low-skilled labour and 

an unattractive business environment. The AfDB continues to support 

the government’s efforts to address these constraints, including sup-

port for implementation of the National Employment Policy (expected 

to be adopted by the government in 2014) and the national devel-

opment strategy for private sector development (approved in 2013).

The central challenge for the country is to establish conditions enabling 

the structural transformation of the economy. In this context, Burundi 

adopted a new mining code in 2013 and has committed to imple-

ment appropriate mechanisms for transparency in the mineral trade 

with respect to the Lusaka Protocol on the illegal exploitation of natural 

resources. Among the tools involved are the monitoring and certifi cation 

of minerals, the harmonization of laws on mining and the creation of a 

database to track mineral trade in the region. Finally, DPs are actively 

encouraging Burundi to join the Extractive Industries Transparency 

Initiative (EITI). In this context, in November 2013 the AfDB provided 

a UA1.5m grant to support major projects initiated by the Secretar-

iat and member countries of the Economic Community of the Great 

Lakes Countries (CEPGL) to operationalize a set of measures against 

illegal exploitation of natural resources in the region.

Inclusive Growth and Employment 
Burundi’s high national average poverty rate conceals wide dispari-

ties, with 69% of poverty in rural areas against 34% in urban areas. 

The modest growth rate from 2005 to 2013 did not facilitate progress 

in social inclusion. There is also an urgency to strengthen the rule of 

law and increase the capacity of justice systems to support inclusive 

growth. As in most countries that have experienced confl ict, women 

and girls are vulnerable to gender-based violence. In addition, women 

face problems related to land ownership and very limited access to 

banking systems, making economic advancement opportunities for 

poor women extremely diffi cult. 

The agriculture sector has been particularly affected by war, resulting 

in the displacement of populations, the breakdown of support and 

services structures, and huge pressure on arable land. The lack of 

employment opportunities outside the agricultural sector has led to 

high levels of unemployment and underemployment in rural areas. In 

addition, youth unemployment is estimated at nearly 50% in urban 

areas. Refl ecting the absence of any real progress in economic trans-

formation, about 70% of people aged 15-64 worked in the agricultural 

sector in 2009 compared with about 62% in 2006. Formal employ-

ment in wage-paying agricultural jobs declined to 11% in 2009 from 

18% in 2006 whereas informal agricultural employment increased to 

59% in 2009 from 44% in 2006.

Climate Change and Transition to a Green Economy
The Environmental Performance Index 2010 ranks Burundi at 141 

out of 164 countries. This low level indicates a high ecological vulner-

ability and very limited capacity for investment in environmental infra-

structure and environmental management. Environmental challenges 

Table 2.1: Burundi: Socioeconomic Indicators

Indicator Year Data

Population 2012  8.7

% of Population under age 15  2012 37.5%

Ratio of men to women 2012 96.6

Gross National Income per capita ($) 2011 250

Population living below $1.25 per day 

poverty line
2006-2011 81.3

Infant mortality rate (per 1000 live births) 2012 94.8

Life Expectancy total population (years) 2012 50.9

Life Expectancy (women) 2012 52.3

Budget devoted to education (% of GDP) 2010 11.6

Scholastic participation rate: (%) 

Primary - Total 2010-2012 164.5

Primary - Girls 2010-2012 164.9

Secondary - Total 2010-2012 28.0

Secondary- Girls 2010-2012 23.7

Average GDP %age expended on education 2008-2011 6.1
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are poorly understood, and the impacts of climate change are not yet 

perceived as a serious risk.

While the transition toward a green economy is being addressed 

through efforts in the management of watersheds and wetlands proj-

ects, demographic pressure associated with traditional agriculture 

are leading to accelerated degradation of the natural environment. 

Average farm size decreases every year, with average farm size per 

household falling from 1.04 ha in 1973 to around 0.50 ha in 2012. 

The fragmentation of land is partly responsible for the poor perfor-

mance of agriculture by retarding potential for farm modernization. It 

also leads to depletion of soil because farmers are unable to apply 

cultivation techniques such as fallow periods and rotation. The other 

consequence is the depletion of forest capital. Forest resources and 

agro-forestry occupied about 8% of the national territory in 1992, and 

are now estimated to cover less than 5% in 2013. Despite environ-

mental measures taken by the authorities, the pace of deforestation 

is now estimated at 2% per year, which has negative socio-economic 

consequences on the poor.

Private Sector Development 
Burundi’s private sector is underdeveloped. Competitiveness suffers 

because of the high costs of production (energy, transport, telecom-

munications) resulting from the isolation of the country and the poorly 

skilled labour force. The Burundian private sector is small and heav-

ily dominated by informal activities. The sector includes about 3,000 

companies, mainly small and medium in size. Its 40,000 employees 

amount to less than 2% of the workforce. Most companies operate 

within the services sector (over 65%); only about 9% operate in indus-

trial activities. More than 80% of businesses are located in the capi-

tal, Bujumbura. The share of private investment in GDP increased to 

16% in 2013 from 11% in 2011, due mainly to renewed activities in 

the hotel, banking and insurance sectors.

Reforms for the business environment have enabled Burundi to make 

signifi cant progress over the past three years. According to the World 

Bank Doing Business Report 2014, the country is among the top 10 

reformers in the world in the fi eld of investment climate, rising from 

159th place in 2012 to 140th place in 2013 (Table 2.2). The creation 

of the Investment Promotion Agency in March 2009 supported this 

progress. Specifi cally, the establishment of a one-stop shop for busi-

ness registration substantially reduced overlap between the functions 

of the various institutions involved in this process. However, the coun-

try performs below other countries in the sub-region with a competi-

tiveness index of 2.8 in 2012 against 2.9 in 2010. In addition, public-

private partnerships are in their infancy, particularly in the fi nancing of 

economic infrastructure. Even though 2012 FDI increased by 120% 

from 2011 and reached a high of $229m, it still represents less than 

5% of GDP in 2012.

In November 2012, the AfDB put in place institutional support to 

assist private sector development, including a framework for public-

private partnership dialogue and activities by the Burundi Chamber 

of Commerce. To date, no private sector projects have been funded 

through the non-sovereign lending window of AfDB, but the future 

involvement of the private sector department could allow the mobili-

zation of private investors, in particular for the fi nancing of transport 

and mining opportunities.

2.1.3 AfDB Assistance – Highlights and 
Successes
Since the commencement of the AfDB’s support to Burundi in 1974, 

it has approved loans and grants amounting to a total commitment 

of UA475.50m ($735m) as of 2013. The largest share of this support 

is allocated to transport and energy infrastructure (70%), agriculture/

natural resources (12%), multi-sector (8%), water and sanitation (6%) 

and the social sector (4%). To date, the AfDB has made a signifi cant 

contribution to the development of Burundi’s infrastructure, rural devel-

opment and enhanced food security, as well as structural reforms.

As demonstrated above, Burundi faces many challenges, most impor-

tant putting its economy on the path to the sustainable and inclusive 

growth in order to gradually steer it towards lasting stability. To assist 

the country in meeting this challenge and strengthen its support for 

the government’s priority objectives, the AfDB approved its Coun-

try Strategy Paper (CSP) 2012-16 for Burundi in January 2012, with 

focus on: (i) strengthening of state institutions, and (ii) infrastructure 

development. The mid-term review of the CSP launched in late 2013 

confi rmed the relevance of these two pillars, which remain in line with 

Burundi’s development priorities and also the recommendations of the 

High-Level Panel on Fragile States. Maintaining the two pillars refl ects 

the AfDB’s comparative advantage, drawn from its long experience 

in Burundi in the area of institutional capacity building and infrastruc-

ture development.
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As of December 2013, the AfDB’s active portfolio in Burundi includes 

21 projects representing a total commitment of UA250.11m, includ-

ing 12 national public sector projects, an emergency grant and seven 

regional projects. All public sector operations are grant fi nanced by the 

ADF and/or the FSF. The sector breakdown of the portfolio is in line 

with the priorities of Burundi’s strategic framework: transport (61%), 

agriculture/natural resource management (11%), water & sanitation 

(10%), multi-sector (8%), energy (6%) and social (4%). In addition, 

the portfolio includes a feasibility study on the Dar-es-Salaam-Isaka-

Kigali/Keza-Musongati railway. Funding for the construction of these 

works is expected to be mobilised through a PPP. Under the ADF XIII 

(2014-2016), the AfDB will continue its support in the area of infra-

structure and economic and fi nancial governance. The AfDB’s port-

folio in Burundi is profi led in the Annex.

The AfDB’s operations in Burundi have achieved positive results with 

a signifi cant impact on the living conditions of the population. In the 

transport sector, the completion of the Nyamitanga-Ruhwa road 

(50.6km), the Ngozi-Nyangungu road (25km) and the upgrading of 

30km of feeder roads increased the rural access index from 69% to 

72%, reduced the travel time from Ruhwa to Nyamitanga by 5 min-

utes per 10 km, increased traffi c volumes by 8.7% and reduced the 

average monthly vehicle maintenance costs from $39 to $28. Com-

pletion of a one-stop border post at Ruhwa border with Rwanda has 

reduced the time required to complete the border crossing procedures 

from 40 minutes to 10 minutes. 

Under the Bugesera Agricultural Development Support Project (PAIRB), 

the completion of the development of 299.5 ha of watershed and 100 

ha of marshland led to the creation of jobs and the protection of farm-

land. A total of 518 cows and 2,100 goats were provided to households, 

increasing food security and enhancing household incomes. Sixty-

one facilitators for a farmer’s fi eld school have been trained under the 

same project. The Lake Tanganyika Integrated Regional Development 

Program (PRODAP) supports strengthening the capacities for more 

than 400 members of the fi shing committees fi sheries protection and 

distributed 720 pieces of equipment for drying and smoking fi sh. The 

completion of six schools supported under the Job Creation Support 

Project (PAPCE) in the provinces of Ngozi and Kayanza has reduced 

the student/teacher ratio in the project region. A total of 67,000 house-

holds in rural Gihosha (Bujumbura district) now have unlimited access 

to drinking water, following the successful implementation of the project 

to support the rehabilitation and expansion of water infrastructure in 

rural areas. The six thematic studies on employment funded under the 

Institutional Capacity Building Project informed the country’s inaugural 

national forum on employment and also contributed to the formula-

tion of the country’s fi rst Employment Policy. Similarly, the collection 

of data on the living conditions of households was completed in April 

2014 and poverty indicators will be published within three months.

In summary, the AfDB through its operations has generated substan-

tial results on the ground, which have signifi cantly improved the lives 

of Burundians, in particular the poor. 

A DP consultation framework is operational and maintains a continu-

ous dialogue with the government. This framework was established 

during preparation of the fi rst and second generation Growth and 

Poverty Reduction Strategy Framework (GPRSP). The framework 

includes: (i) the Partners Coordination Group subdivided into 13 the-

matic groups for sector issues, (ii) Strategic Forums chaired by the 

Minister of Finance every month, and (iii) Policy Forums, held every 

three months, chaired by the 2nd Vice-President of the Republic. Taking 

advantage of its Burundi Field Offi ce, the AfDB is the lead DP for the 

transport and regional integration clusters. The AfDB is among the key 

infrastructure DPs in Burundi, with the World Bank, the European Com-

mission, Japanese International Cooperation Agency and Belgium.

Table 2.2: Business Indicators

Rank – BURUNDI 2014 Rank- Doing Business 2013 Changes 
up or down

140 157 17

Ranking by Category DB 2014 Ranking DB 2013 ranking Change in 
Rank

Registering a business 27 27 0

Days to get construction 
permits

126 144 18

Days to get electricity 161 165 4

Property transfer 52 124 72

Getting credit 170 167 -3

Investor protection 34 32 -2

Paying taxes 143 141 -2

Trading across borders 175 179 4

Executing contracts 177 178 1

Insolvency 164 160 -4
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Support to Burundi 
for Rural Agricultural 
Infrastructure in 
Bugesera

Approved in September 
2009, for UA15.02m

This project adopted an innova-

tive approach that contributes 

signifi cantly to food security and 

allows a gradual transition to agri-

business. To promote agricultural 

productivity, the project invests in 

restoring the ecological balance 

of the region through integrated 

watershed management (4,000 

ha) and the introduction of new 

farming techniques and zero graz-

ing. The marshland (850 ha) has 

encouraged the introduction of 

intensifi ed rice production, which 

has increased yields by 200% with 

two crops per year on experimen-

tal plots. Through irrigated water 

control, use of marshlands should 

greatly increase rice production 

in the Bugesera region (834,000 

inhabitants). The project has: 

(i) the creation of about 31,000 

direct jobs (person/day), (ii) milk 

production from cows of benefi -

ciary households increased from 

2 liters to 7 liters on average per 

head of cattle, (iii) the availability of 

organic manure is improving soil 

fertility, and (iv) the stabilization of 

agricultural production throughout 

the marshland, (v) watershed pro-

tection to ensure food security, and 

(vi) increasing benefi ciary incomes. 

The introduction of “Farmer Field 

Schools” around rice, banana 

and cassava cultivation and the 

initiation of new techniques such 

as macro propagation of bananas 

is contributing to increased agricul-

tural productivity while protect-

ing the environment. Current 

investments for the construction of 

storage units (storage sheds har-

vest, milk collection centres) and 

processing of agricultural products 

(rice mills) will help to ensure the 

transition from subsistence agri-

culture to agribusiness. In addition, 

to permit easy access to the infra-

structure and reduce the cost of 

delivery of agricultural products to 

processing centres, the project has 

invested in 50km of rural roads. 

Finally, to ensure rational and sus-

tainable exploitation of marshland, 

the project is currently supporting 

producer organizations in water 

management for irrigated areas, 

educating people so that they 

adhere to improved watershed 

management activities to protect 

wetlands and landscapes.

Showcase Project 1: 
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S
ince emerging from our political and institutional 

crisis resolved through a constitutional amendment 

in 2009, which consolidated the will of the Comorian 

people to live together in a unifi ed Republic based 

on social cohesion and respect for the autonomy 

of each island, the Government of the Union of the 

Comoros has resolutely engaged in a program of economic growth 

and poverty reduction. 

Indeed, the rehabilitation of the economic fabric of the nation through 

improved economic and fi nancial governance to restore confi dence in 

the State and through the development of basic infrastructure, includ-

ing power, roads, ports and telecommunications, conditions should 

permit the Comoros economy to meet the challenges of youth employ-

ment and poverty reduction in the near-term horizon.

In the African Development Bank, the Comoros Government has found 

an ideal and caring partner engaged in cooperation underpinned by 

the 2011-2015 Strategy Paper focused primarily on the development 

of energy sector governance and fi nancial governance. Now halfway 

completed, this cooperation is evidenced by positive results, with the 

launch in November 2013 of a fl agship project in the energy sector 

which should galvanize outcomes in the sector in the medium term, 

along with the institutional capacity program to modernize public 

fi nancial management and the development of our statistics systems.

The recent visit of the Executive Directors of the Bank to Comoros is 

a perfect illustration of the new dynamic between the Comoros and 

the Bank. The Government of the Union of the Comoros remains con-

vinced that the support of the Bank in the implementation of the new 

strategy for growth and sustainable development (SCA2D), focused 

on the development of basic infrastructure and the promotion of the 

private sector, is a real source of hope for the Comorian people, espe-

cially our youth and women.

2.2 Comoros

Vice President in Charge of the 
Ministry of Finance, Economy, Budget, 
Investment and Trade, and Privatisation

Message from 
H.E. MOHAMED ALI SOILIHI
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Comoros Country Profi le and AfDB 
Engagement
A former French colony on the Indian Ocean, north of the Mozambique 

Channel and northwest of Madagascar, the Union of Comoros consists 

of three islands (Anjouan, Moheli and Grande Comore), while a fourth 

island (Mayotte) in the archipelago is a French territory. 

Following a 1974 referendum, three islands of Comoros gained inde-

pendence in 1975. Only 2,170 km² in area, with an estimated 752,000 

inhabitants, the country became a Federal Islamic Republic in 1978. 

The languages used are mainly Comorian (or Shikomori) and French, 

and to a lesser extent Arabic, Malagasy, and Kiswahili.

The political history of the Comoros is characterized by a high frequency 

of coups and attempted coups. Separatist movements on Anjouan 

Island plunged the Comoros into a period of political and institutional 

instability from between 1997 and 2001. To exit this crisis, the Fom-

boni Accord led to the adoption of a new constitution in 2001 and the 

launching of the new Union of the Comoros. The islands now enjoy 

broad autonomy with a presidency that rotates by island every fi ve 

years. However another attempt at secession by the island of Anjouan 

in 2008 needed to be addressed with a military intervention by the inter-

national community. A constitutional amendment was then agreed to in 

2009 which set the presidential term to fi ve years non-renewable and 

consolidated the stability of the Union. Since May 26, 2011, the Union 

has been headed by Dr. Ikililou Dhoinine (Moheli). In 2016, the Presi-

dency of the Union will return to Grande Comore island. The President 

is assisted by three vice presidents, one from each of the three islands. 

The number of ministers is set constitutionally at 10.

Comoros joined the AfDB on May 3, 1976. The fi rst operation was 

launched in 1977.

2.2.1. Overall Development Profi le
Since 2011, the economy of the Comoros has recorded an annual 

average growth rate of about 3.5%. Infl ation was over 6% in 2012, 

but was reduced to less than 3% in 2013 due to the good perfor-

mance of the agricultural sector. Agriculture accounts for 48.6% of 

GDP, mainly the production of export commodities (cloves, vanilla 

and ylang ylang, an essential perfume oil), food crops for the domes-

tic market and livestock products. The secondary sector represents 

only 12.3% of GDP with some artisanal and semi-artisanal work 

(bakery, joinery, and packaging of crops) and construction. The ser-

vices sector, with 39.1% of GDP, is growing steadily with the devel-

opment of mobile telephones and ICT. The AfDB approved debt relief 

for the Comoros under HIPC and MDRI initiatives in February 2013, 

amounting to $34.4m and $30.0m for HIPC and MDRI, respectively. 

With respect to MDGs, the Comoros is on track in the health sector 

with constantly improving indicators. Objective 3 relating to women’s 

empowerment and Goals 4, 5, 6B and 6C related to health indica-
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Table 2.4: Comoros, Socio-Economic Indicators

Indicator Year Data

Population 2013  752 288

% Youth (Under 15 years)   42.2%

% Female Pop 2013  51.51%

Per capita Income (WB, USD) 2012  595.9

Poverty % below $1.25 per day 2012 45.6%

Gini Co-effi cient 2004 0.557

Infant mortality per 1000 2013 67.12

Life Expectancy, Male 2012 60.89

Life Expectancy, Female 2012 65.41

Primary Completion Rate 2011 63.2%

Adult Literacy, Male 2012 36.4%

Adult Literacy, Female 2012 50.7%

Figure 2: Macroeconomic Indicators 2010-15



 AFRICAN DEVELOPMENT BANK GROUP | 35

tors are likely to be achieved. In the education sector, Objective 2 

on primary education remains in reach. Goal 1 on extreme poverty 

is unlikely to be achieved. However, the proportion of the popula-

tion living below the poverty line did decrease from 54.7% to 44.8% 

between 1995 and 2004. The proportion is estimated at 45.6% 

in 2012, with a target of 27.3% by 2015. In addition, the HDI has 

improved steadily from 0.424 in 2008 to 0.429 in 2013.

The economy of Comoros is highly vulnerable to external shocks. 

With a 9% rate of coverage of imports by exports in 2012 (compared 

to 40% in 2003), Comoros has a low level of trade with the global 

economy. Indeed, the country depends heavily on the imports of 

basic foodstuffs and remittances. The latter represents more than 

twice the offi cial development assistance and seven times exports.

The Comoros public fi nances are characterized by a weak tax base, 

resulting in strong dependence on budget support. Indeed, 2012 tax 

revenues of about KMF26.85bn, ($75.4m), did not even cover gov-

ernment salaries and operating expenses. The investment capacity 

of the state is very small; the country faces a major defi cit of basic 

infrastructure, including energy and the roads essential for economic 

growth and diversifi cation.  

With the assistance of the AfDB’s institutional capacity building 

project, the country has begun to modernize its tax administration 

by creating the General Tax Agency and computerizing tax admin-

istration. In November 2013, the AfDB also provided $20.1m for a 

project to support the energy sector, which eliminated the country’s 

energy defi cit, thereby boosting productive activities and economic 

diversifi cation.

2.2.2 Country Context

Fragility: Causes and Consequences
Political tensions has been fuelled by a lack of trust between the three 

islands of the Union. The country has experienced several coups or 

attempted coups since independence, two of which resulted in the 

assassination of presidents. In less than 40 years of independence, 

six constitutions have been adopted and promulgated, including three 

constitutional amendments. Separatist desires have strongly shaken 

the foundations of national unity and social cohesion. This has resulted 

in a weak institutional capacity and constitutes a major handicap for 

the design and implementation of development policies. On the eco-

nomic front, the erosion of central power has led to a deterioration of 

living conditions of people, with a GDP per capita that declined 17.5% 

from $1,282 in 1990 to $1,058 in 2010 (PPP, 2000 constant dollars).

However, the constitutional amendment of 2009 that limited to the rotat-

ing presidency between the three islands to fi ve-year non-renewable 

terms has supported the gradual return of relative stability to the coun-

try. With the support of the African Union, COMESA and the United 

Nations, peaceful and transparent presidential elections were held in 2010 

which laid the foundation for a process of reunifi cation, political recon-

ciliation and institutional recovery. With the support of the international 

community, a peace building plan was established in 2008, together 

with a Peace Fund to strengthen social cohesion. The resumption of 

cooperation with the IMF through the Extended Credit Facility (2009-

2013), the World Bank through the Interim Strategy (2010-2012), the 

AfDB through the Country Strategy Paper (2011-2015) and other mul-

tilateral and bilateral donors has helped to deepen economic growth.

Natural Resources and Extractive Industries 
While Comoros has limited natural resources, there are promising 

indicators suggesting the presence of olivine on Grand Comoros and 

bauxite, iron oxide, heavy minerals, precious stones and traces of 

gold on Anjouan. In addition, with the presence of Khartala Volcano, 

the country has signifi cant potential geothermal energy, which is an 

important component of the AfDB’s project to support the energy 

sector. Moreover, many multinational companies are now interested 

in the oil and gas sector. Exploration permits were issued for blocks 

located in the channel off Comoros where large gas discoveries have 

been made near Mozambique. 

Regional Integration and Trade 
Comoros exports are limited to just three crops which account for 95% 

of exports (vanilla, cloves and ylang ylang). Imports are substantial, 

consisting mainly of basic foodstuffs, rice, meat, fl our, oil, construction 

materials, and hydrocarbons. The coverage of imports by exports is 

only 9%. However, the current account defi cit was less than 10% in 

2013 and international reserves represented seven months of imports. 

Transfers from the diaspora are a buffer against external shocks.

Comoros is a member of the Indian Ocean Commission and COMESA. 

In COMESA it is one of the member states currently involved in the free 
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trade area, giving it duty-free access to 13 other major markets in the 

region. Moreover, by adopting a Medium Term Plan for the integration 

of trade (2012-2015), the country intends to position itself as a base 

for logistical support of large foreign direct investments underway for 

development of the natural gas industry in the EEZ area.

Structural Transformation 
The fi ndings of the latest study on potential sources of growth in 

Comoros highlight the real potential for the tourism and fi shing sec-

tors to build a productive and diversifi ed economy. The tourism sector 

represents only 4.1% of GDP and more than two-thirds of the 20,000 

annual visitors are Comorian diaspora, 90% coming from France. By 

comparison, 208,000 tourists visited Seychelles in 2012, where the 

tourism sector contributes 26% to GDP. In the future, Comoros intends 

to attract visits from tourists who are travelling to more developed 

regional markets (Réunion, Mauritius, and Seychelles).

The fi sheries sector, which represents 10% of GDP at 16,000 tonnes 

per year, has huge potential for growth. Tuna is the main resource 

and there are substantial untapped reserves of lobsters and octopus. 

Operations remain essentially artisanal and limited to less than 10 

nautical miles offshore. Expanding logistics to enable export develop-

ment would allow a rapid expansion of the sector. The lack of infra-

structure, the limited availability of skilled labour and the unattractive 

business climate (163th out of the 177 countries ranked in the World 

Bank’s Doing Business Indicators in 2014) constitute serious obsta-

cles to the attraction of foreign capital for the further development of 

the tourism and fi shery sectors in Comoros. 

Inclusive Growth and Employment 
The average growth rate in Comoros over the period 2000-2012 was 

only 2.3%, a low level that limits progress on social inclusion. The 

political tensions and weak institutional capacity have seriously ham-

pered economic growth and reforms. This situation has led to a seri-

ous unemployment problem, estimated at 14.3% (11.9% for men and 

18.5% for women) with little difference between urban unemployment 

(17%) and rural unemployment (13.2%). The unemployment rate of 

those aged under 25 is 44.5%.

Due to the low capacity of the private sector, the public sector has 

been the only alternative for young graduates in Comoros. However, 

with a public payroll already consuming over 63% of tax revenue, 

recruitment within the public sector is limited. This highlights the 

urgency of promoting the private sector to generate jobs and improve 

the social environment.

Climate Change and Transition to a Green Economy
The Comoros islands are faced with rapid degradation of ecosystems 

and uncontrolled exploitation of natural resources (forests, marine and 

coastal resources, soil erosion, coral reefs, and waste management). 

Firewood is the main source of energy used by 78% of households, 

while fossil fuels, mainly used in the production of electricity and trans-

portation, accounts for the rest. With predictions of rising sea levels 

as much as 20cm by 2050, Comorians fi nd themselves exposed to 

the risk that climate change will cause fl oods and landslides in some 

parts of the islands. 

With the development prospects of geothermal energy, the country 

has a clear potential to improve its energy effi ciency. 

Private Sector Development 
Recognizing that the private sector is the only realistic alternative to 

create jobs for the 11,000 new entrants each year on the labour market, 

the government has given a new remit to the National Agency for Invest-

ment Promotion. The provision of additional budgetary resources has 

enabled the agency to operationalize one-stop business centres on 

the three islands. Refl ecting this change, the country has gained 10 

places in the Business Registration indicator under the Doing Busi-

ness 2014 ranking (Table 2.5). The adoption of the new investment 

code, the new tax code and the new public procurement code aims 

to promote an environment conducive to the development of MSMEs 

and mobilization of foreign direct investment. Comoros nevertheless 

performed poorly against its peers, ranking 163rd of 189 countries 

assessed. The business climate continues to suffer from major elec-

tricity defi cits, poor road infrastructure, the abnormally high cost of 

telecommunications and a defi cit in internet services. In terms of cor-

ruption, which also hampers the emergence of the private sector, the 

Comoros is classifi ed 127th out of 177 countries in the 2013 Trans-

parency International ranking. Specifi cally, weakness in upholding the 

rule of law is a major shortcoming in the Comoros.

2.2.3 AfDB Assistance – Highlights and 
Successes 
Since 1977, the AfDB has approved 17 operations for total net com-
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mitments of UA74.26m ($111.39m). The key sectors of AfDB support 

have been: transport (32%), multi-sector/governance (23%), energy 

(18%), water/sanitation (14%), agriculture (8%), and education (5%). 

Hence, the AfDB has played a crucial role in the construction and reha-

bilitation of the Comoros infrastructure, improved governance through 

capacity building, and invested in rural development/food security.

The AfDB’s Country Strategy Paper (CSP) 2011-15 for Comoros 

focuses on a single pillar: “Development of the energy sector to sup-

port economic growth”. The main objective of this pillar is to strengthen 

the competitiveness of the private sector and diversify the economy 

by improving the quality of energy supply. The CSP mid-term review 

launched in 2013 confi rmed the relevance of this pillar. The CSP also 

covers cross-cutting issues such as the improvement and modern-

ization of the management of public fi nances, business climate, and 

regional integration and trade.

In 2011-2015, the AfDB intends to fi nance a fl agship operation in the 

fi eld of thermal and renewable energies through two grants for $20.1m. 

The active portfolio of the AfDB comprises fi ve operations for a total 

commitment of UA30m, with the energy sector accounting for 44.5%, 

water/sanitation for 33.1% and multi-sector/governance for 20.3%. 

The AfDB’s portfolio in Comoros is profi led in the Annex. 

Since the resumption of regular cooperation between the AfDB and the 

Comoros in 2009 (which was suspended in 1993 due to the accumu-

lation of arrears), the cancellation of debt owed to the AfDB amounting 

to $64.6m allowed the Comoros to reach the HIPC completion point 

in December 2012. In addition, AfDB support in the area of fi nancial 

governance has enabled Comoros to adhere to international stan-

dards in public fi nancial management, and achieve the objectives of its 

program with the IMF. Moreover, the AfDB’s support has contributed 

to the generation of more reliable statistical data to improve macro-

economic management and policies. In the energy sector, the AfDB’s 

assistance contributed to the restoration and improvement of the effi -

ciency of the electricity network from electricity production to distribu-

tion, and to a reduction in technical and commercial losses in the initial 

stages. This has enabled the country to focus on the development 

of renewable energy over the long term. In the transport sector, the 

AfDB has fi nanced the port of Anjouan Island to enhance the mobil-

ity of persons and goods between Anjouan and Grande Comore.

The AfDB is leading the DP Energy Sector Group. To support the 

development of the energy sector, the AfDB is not only mobilizing 

its own resources to support renewable energy, but is reaching out 

to mobilize funds from other DPs (Global Environment Fund, African 

Renewable Energy Fund, and the Sustainable Energy Africa Fund 

for Africa). In addition, an institutional support program for fi nancial 

governance, a project to support the private sector and a series of 

analytic work (including a study on fragility) are part of AfDB’s work 

program. To support structural reforms over the long term, the AfDB 

also envisages the development of a program of support to the infra-

structure sector, especially in roads and ports.

Table 2.5: Comoros Business Climate

 Unit Indicator

Ease of Doing Business Rank Rank 158

Control of Corruption Index 28

Days to Start a Business Days 15.5

Registering Property Rank 79

Getting Credit Rank 159

Enforcing Contracts Rank 159

Protecting Investors Rank 138

Getting Electricity Days 109
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Support to Comoros 
Energy Sector

Comoros suffers from 

inadequate power supply. 

Support by the AfDB for the 

rehabilitation of electrical networks 

and production facilities will 

serve the three islands and help 

correct disparities in access to 

electricity. The project will thus 

enable households, businesses 

and industries to enjoy a more 

stable electricity supply and thereby 

improve the business climate. The 

electricity supply will also create 

jobs and sources of income for 

women involved in commercial and 

craft activities. These measures 

will improve their living conditions. 

The project will also provide the 

Comoros with a study on how best 

to exploit the geothermal potential 

of it volcanic renewable energy 

source, thus laying the foundations 

for green growth.

Showcase Project 2: 
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T
he Djibouti authorities have the ambition to make the 

country a regional hub of commercial, logistic and fi nan-

cial services in the years to come, especially for the sub-

region. For this reason, we have capitalized on the par-

ticular geostrategic position of the country in the Gulf 

of Aden at the crossroads of major shipping corridors 

for the movement of goods and oil from Asia and Europe, developing 

infrastructure nodes for trade and telecommunications, permitting the 

services sector to grow.

Today, economic activity of the country is dominated by commerce and 

related services, primarily with Ethiopia. The authorities continue their 

efforts to eliminate structural constraints so that Djibouti can become a 

competitive service provider for the sub-region. The main objectives in 

the short term are to address the water and energy defi cit of Djibouti, 

aiming in the medium term to reduce food insecurity and permit eco-

nomic diversifi cation in the country.

The interventions of the AfDB in Djibouti have assisted the country to 

implement its development program by funding key projects of stra-

tegic importance, such as the development of port infrastructure and 

telecommunications. Indeed, the Bank has funded major projects in 

Djibouti including major regional operations. These include the Doraleh 

container terminal, the bulk terminal, the fi bre-optic submarine cable 

EASSY and the energy transmission line between Ethiopia and Djibouti. 

In addition, the Bank has intervened in the areas of water, education 

and health as well as an overall program of poverty reduction.

I welcome the rich and fruitful cooperation between Djibouti and the 

AfDB. Beyond its traditional fi nancing instruments and the technical 

assistance and advisory activities, the AfDB has helped Djibouti to 

mobilize signifi cant resources from other DPs and the private sector. 

The operations of the AfDB have had a major impact on the country’s 

development. They have largely contributed to the economic growth 

experienced by the country in recent years, and the progress we have 

made so far in the implementation of our vision to make Djibouti a major 

regional centre services.

We hope to continue strengthening our cooperation and partnership 

with the AfDB to address the structural challenges of the country and to 

induce a more inclusive style of economic growth, especially in the con-

text of implementing the 2011-2015 Country Strategy Paper for Djibouti.

2.3 Djibouti

Minister of Economy and 
Finance for Industry

Message from 
H.E. ILYAS MOUSSA 
DAWALEH 
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Djibouti Country Profi le and AfDB 
Engagement
The Republic of Djibouti is located in the Horn of Africa on the West 

coast of the southern Red Sea and its outlet into the Gulf of Aden. 

It has a surface area of 23,000 km2 and a 232km-long coastline, 

sharing borders with Ethiopia, Eritrea and Somalia. While French 

and Arabic are the country’s offi cial languages, Somali and Afar are 

widely spoken. The country became independent in 1977 as a uni-

tary republic in which the president is elected by universal suffrage, 

serves a term of fi ve years and appoints a council of ministers. The 

presidential term limit was increased from two terms to three by a 

constitutional amendment in April 2010. 

The current president, Ismael Omar Guelleh, has been in power since 

1999. The 2010 constitutional amendment allowed him to stand for 

a third term for the 2011 presidential election, which he won with a 

strong majority. The ruling political coalition gained victory by a narrow 

margin in February 2013 legislative elections. 

Cooperation between the AfDB and Djibouti dates back to 1979.

2.3.1. Overall Development Profi le 
Djibouti’s economic growth has been progressively recovering from 

the 2008 fi nancial crisis, moving up from 3.5% in 2011 to an esti-

mated 5.5% in 2013. Growth prospects for 2014 and 2015 are posi-

tive, with growth rates projected at 6% and 6.5%, respectively. Infl a-

tion decreased from 5% in 2011 to an estimated 2.5% in 2013, and is 

projected to remain at that level in 2014 and 2015, refl ecting prudent 

monetary policies. Also, the budget defi cit is projected to decline from 

3.1% in 2013 and 2014 to 1.9% in 2015, refl ecting fi scal discipline. 

Djibouti’s economy is dominated by services, which accounted for 

nearly 73% of GDP in 2012 and employed the majority of the nation’s 

workforce. The service sector has traditionally been composed of 

transport and trade and related logistics services (notably related to 

the port). However, telecommunications, banking and tourism are 

gradually developing and industrial activities are on the rise with the 

establishment of several companies producing construction mate-

rials (brick, tiles and cement) and mineral water. Agriculture, at 4% 

of GDP, makes a very low contribution to GDP, refl ecting the limita-

tions on arable land. Overall, Djibouti has a dual economy compris-

ing a modern sector with revenues from service activities and a large 

informal sector. Revenues are derived from ports and foreign military 

bases established in Djibouti. The country’s growth drivers are pri-

marily port activities and FDI.

Although the country is classifi ed as a lower middle income economy, it 

faces a high level of unemployment and poverty. Over the last decade, 

living conditions have deteriorated: in 2012, the population in relative 

poverty was estimated at 80% compared to 74.4% in 2002 (though 

the portion living in extreme poverty remains relatively unchanged). 

Although signifi cant investments have been made in the social sec-

tors since 2007 when the country entered a period of sustained eco-

nomic growth, Djibouti has low overall social indicators, with an HDI 

rank of 164 out of 187 countries in 2012. 
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Nevertheless, the country is expected to achieve three MDGs by 

2015: MDG 2 on universal primary education, MDG 4 on reduction of 

child mortality and MDG 3 on the promotion of gender equality. The 

probability of achieving the other goals is low, particularly MDG 1 on 

eradicating extreme poverty and hunger.

The country’s long-term objectives are twofold: i) to strengthen its 

comparative advantage in transport activities and ii) to diversify its 

economy. The authorities aim to turn Djibouti into a regional hub for 

commercial, logistic and fi nancial services capitalizing on the country’s 

geostrategic position at the crossroads of major sea trade corridors. To 

this end, the authorities have developed a large infrastructure program, 

which comprises several new specialized ports, terminals and roads, 

an additional airport as well as specialized facilities for oil and gas. 

The authorities have also identifi ed key potential sectors whose 

development would create a broader base of growth for the country: 

tourism, fi sheries and telecommunication. However the nation’s eco-

nomic diversifi cation beyond transport and related services requires 

the alleviation of key structural challenges pertaining to the availabil-

ity and costs of water and electricity. Two main projects have already 

been implemented in the energy sector: the construction of electrical 

interconnection lines between Ethiopia and Djibouti to import cheaper 

electricity from Ethiopia and a drilling program to identify and eventu-

ally exploit Djiboutian geothermal resources to produce electricity. In 

the short term, Djiboutian authorities are planning to construct a water 

desalinisation plant and an aqueduct between Ethiopia and Djibouti 

to alleviate water constraints. The 2011-2015 National Initiative for 

Social Development constitutes the country’s national development 

strategy. This was complemented in 2013 by a long-term develop-

ment strategy entitled: “Djibouti Vision 2035”. This strategy is to be 

translated into fi ve-year strategic plans. 

2.3.2 Country Context  

Fragility: Causes and Consequences
Until 2013 Djibouti was eligible for the AfDB’s Fragile States Facility 

(FSF) and used resources for capacity building, as weaknesses in 

institutional and human resource capacities in the country presented 

a major challenge. The persistence of high levels of unemployment 

and poverty is a symptom of this problem, which may be largely due 

to weak institutional capacity, particularly in the management of public 

fi nance and the monitoring and evaluation system of the national 

development strategy. 

Natural Resources and Extractive Industries 
Djibouti has limited mineral resources, most of which are untapped 

and unassessed. The company Stratex Djibouti is prospecting for gold 

in 10 concessions and preliminary results are promising. More pros-

pecting permits have been requested but have not yet been granted. 

Exploratory prospecting is ongoing for petroleum. 

A concession to mine salt deposits at Lake Assal was granted to an 

American fi rm in 2008. Production of an estimated 1.2m tons a year 

was halted for technical reasons but will soon resume with the arrival 

of a new investor. The country’s long coastline is reported to be very 

rich in fi sheries resources with a potential annual catch estimated at 

50,000 tons. This contrasts with current sustainable annual production 

between 1,500 and 2,000 tons, which refl ects the fact that the indus-

try is currently dominated by small-scale fi shing. The country’s poten-

tial to develop tourist attractions has not been adequately developed, 

though initiatives have been undertaken to open up some sites. Major 

attractions would include Lake Assal and Lake Abbot, the Day forest, 

the Goubet, and the Seven Brothers, Moucha and Maskali Islands. 

Regional Integration and Trade 
Djibouti’s economy remains open, dominated by port trading, logis-

tics and related services. The government has taken advantage of the 

Table 2.6: Djibouti Socioeconomic Data

Indicator Year Data

Population 2009 818 159

% Youth (Under Age 15) 2009 38.5%

% Female Pop 2012  56.6%

Per capita Income 2007  $1,062 

Infant mortality per 1000 2010 73

Life Expectancy, Male 2011 59.3

Life Expectancy, Female 2011 62.4

Primary Completion Rate, Boys 2012 67.7%

Primary Completion Rate, Girls 2012 62.1%

Adult Illiteracy, Male 2012 39.5%

Adult Illiteracy, Female 2012 60.5%

Malnutrition prevalence (Children under 5) 2012 29.8%
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nation’s geostrategic position on the Gulf of Aden at the crossroads 

of key maritime corridors by constructing modern ports infrastructure, 

including a container terminal (which was supported through the AfDB’s  

private-sector lending). However, Djibouti’s economic activities remain 

predominantly focused on serving Ethiopia, with more than 80% of 

port and trade activities dedicated to the transit of Ethiopia’s exports 

and imports. Djibouti’s economy has so far been poorly integrated 

with the rest of Africa, despite membership in several regional eco-

nomic organizations and communities, notably CEN-SAD, COMESA, 

and IGAD. Looking forward, Djibouti seeks to expand its port activi-

ties to serve other countries in the region including the newly inde-

pendent state of South Sudan and the landlocked countries of the 

Great Lakes Region. 

The authorities have recently undertaken several initiatives to foster 

regional integration. Several cross-border infrastructure projects con-

tracts have been signed between Ethiopia and Djibouti. Djibouti also 

began expanding its ports infrastructure in 2013 with the construc-

tion of two specialized ports for salt and potash export. In addition, 

the country signed a tripartite agreement with Ethiopia and South 

Sudan in 2012 to increase cooperation between the three countries 

in the spheres of transport and telecommunications. The agreement 

also includes the construction of an oil pipeline from Djibouti to South 

Sudan, as well as road and telecommunication infrastructures. The 

authorities will also implement a one-stop border post in 2014 in col-

laboration with COMESA in order to increase trade facilitation. 

Djibouti’s exports are limited to cattle, sent to Somalia, the United 

Arab Emirates and Yemen. Yet, Djibouti provides important service 

to numerous foreign military bases in the country, which accounts for 

its high level of “services exports”. Food and fuel-oil products are Dji-

bouti’s main imports, brought in from the United Arab Emirates, Saudi 

Arabia, France and Turkey. 

Structural Transformation
Djibouti’s economic profi le, concentrated in transport and related trade 

and logistics services, refl ects the signifi cant structural change that 

occurred in the country as a result of massive FDI coming in from Gulf 

States between 2004 and 2009. These investment fl ows, largely from 

Dubai, focused on capital-intensive sectors, notably port, airport and 

road infrastructure, establishment of a free-trade zone, real estate and 

tourism. The largest investments were the building of an oil terminal 

at Doraleh in 2006, a container port in 2009, a luxury hotel, residen-

tial housing and a free-trade zone. These investments increased the 

importance of transport and logistics within the economy and boosted 

growth of related sectors such as tourism and construction. While 

they improved Djibouti’s GDP and growth rate, they did little to diver-

sify the economy.

Fisheries, telecommunications and tourism present important options 

to further diversify the economy. In the short term, the main impedi-

ments remain the high cost and low availability of basic factors of pro-

duction. Water availability is limited and remains, along with electric-

ity, very expensive. Once the constraints on utility services of these 

types are alleviated, Djibouti would have greater potential to develop 

a manufacturing sector especially for assembly-type activities that 

could feed into port trade. 

Key constraints to structural transformation are the lack of quali-

fi ed labour and high wages. There is a general mismatch between 

labour force qualifi cations and private-sector skills requirements. This 

refl ects the fact that as the state has historically been the country’s 

main employer training has been oriented toward preparation for civil 

service careers, and not to meet private-sector requirements. Given 

the diffi culties encountered by its graduates to fi nd employment in 

the private sector, the University of Djibouti has realigned its teach-

ing toward professional training offered by the university’s technology 

institute (Institut Universitaire Technologique). Its major subjects being 

offered are more appropriate to the needs of the private sector. For 

example, a new training course in the maritime sector was recently 

added to widen the range of appropriate choices. The authorities are 

also working to inventory training needs by geographic area with a 

view to offering a range of specialized courses. The key specializations 

Table 2.7: Djibouti Business Climate 2014

 Unit Indicator

Ease of Doing Business Rank Rank 160

Days to Start a business Days 17

Registering Property Rank 133

Getting Credit Rank 180

Enforcing Contracts Rank 163

Protecting Investors Rank 182

Getting Electricity Days 180

Trading across borders Rank  60
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identifi ed relate to transport, logistics, refrigerated distribution chains 

and industrial electricity. Despite having modern ports and telecom-

munications infrastructure, the country ranked only 16th in the AfDB 

Africa infrastructure development index in 2010, but this performance 

is better than most of the EARC region. 

Inclusive Growth and Employment 
Unemployment remains high, affecting 48.4% of the workforce and 

70% of young people in 2012. The country experienced an episode 

of sustained economic growth between 2005 and 2009, which did 

not translate into reduced unemployment and poverty. Driven by FDI 

directed toward capital intensive sectors, economic growth did not 

create enough jobs to have a substantial impact on unemployment 

levels. Regions outside of Djibouti’s urban area face higher levels 

of unemployment, which reached 61.7% in 2012. Unemployment 

affects the youth in particular. The public sector remains the coun-

try’s main formal employer. In 2009, 58% of the country’s population 

lived in the city of Djibouti and about 41.3% of the active population 

was employed within the public sector. Rural-urban migration has 

been exacerbated by recurring drought and decimation of livestock 

plus a lack of economic opportunity in the hinterland. The authorities 

intend to limit migration into urban Djibouti by developing centres of 

economic activity outside the urban capital in order to productively 

engage and settle populations in those areas. 

Climate Change and Transition to a Green Economy  
Djibouti is vulnerable to the following natural disasters: recurring 

drought, frequent severe fl ash-fl oods, earthquakes caused by the 

volcanic area along the Assal Rift and fi res fuelled by drought. This 

environmental context accentuates the population’s vulnerability, with 

33% living in zones considered high-risk. The most visible adverse 

effects of climate change are the recurring droughts, which progres-

sively decimate livestock herds that constitute the livelihood of the rural 

population. After a severe drought in 2011, the government has been 

trying to streamline its 2006 disaster management program with the 

help of DPs by introducing forecasting, post-disaster needs assess-

ment and increasing the country’s resilience. 

Since 2011 Djibouti has covered most of its energy needs by import-

ing hydropower-generated electricity from Ethiopia, but now it intends 

to exploit its own geothermal resources; exploratory drilling will be 

undertaken in 2014 with the AfDB’s assistance. The government has 

also managed to mobilize funding from DPs to build a desalination 

plant, which will be powered by a wind farm; it has also embarked 

on the construction of small pilot projects aimed at producing solar 

energy in the provinces. In the medium term, the authorities aim for 

100% of the country’s energy supply to originate from green sources.

Private Sector Development
Djibouti has a small private sector due to the dominant economic role 

of the state and challenging business environment. Only 3,435 fi rms, 

mainly very small enterprises, were counted by the Chamber of Com-

merce in 2012. In contrast, there are 49 very large public institutions. 

Potential for private sector development exist in tourism, fi sheries, 

logistics and telecommunications if backed by an improved business 

climate. Reform efforts underway could be an economic turning point 

by encouraging private-sector growth. Djibouti recorded signifi cant 

improvements in its business climate over the past year, moving to 

160 out of 189 countries from 172 before. Although Djibouti’s busi-

ness climate remains conducive to trading across borders (ranked 

60th) and payment of taxes (ranked 66th), diffi culties persist in investor 

protection, getting credit, enforcing contracts and registering prop-

erty. High production factor costs (land, energy, water and human 

resources) continue to impede private sector development but efforts 

are underway to address these constraints. Signifi cant progress was 

made in 2011 with the inauguration of the electricity supply line from 

Ethiopia, which eliminated frequent power cuts and reduced the need 

for oil imports. Government plans for geothermal energy and desali-

nated water projects will eventually contribute to an improved busi-

ness climate. In parallel, the government is pursuing numerous policy 

reforms: commercial law has been redrafted, corporate and bankruptcy 

laws have been fi nalized and initiatives have been taken to improve 

labour market fl exibility via revision of employment law. Customs law 

has been modernized to be consistent with COMESA. In addition, the 

government conducted an investment policy review in 2013 recom-

mending revision and streamlining of tax incentives. Other initiatives 

launched in 2012 to fi ght and prevent corruption have not yet trans-

lated into an improvement in the country’s poor governance ranking.

2.3.3  AfDB Assistance – Highlights and 
Successes 
Cooperation between the AfDB and Djibouti dates back to 1979. 

To date, the AfDB has fi nanced 45 operations valued at approxi-

mately $360m. AfDB-funded projects have provided signifi cant 



46 | AFRICAN DEVELOPMENT BANK GROUP

THE AFRICAN DEVELOPMENT BANK 
A PARTNER OF CHOICE FOR THE EASTERN AFRICA WE WANT

support to Djibouti’s development efforts and are characterized by 

a strong concentration in the infrastructure sector (around 50% of 

the AfDB’s investment in Djibouti) followed by the social sector, the 

water and sanitation sector and the agriculture sector. 

Looking forward, the AfDB’s Country Strategy Paper 2011-2015 

for Djibouti focuses on a single pillar: strengthening socioeconomic 

infrastructure. The objective is to assist Djibouti to make its growth 

efforts more inclusive by establishing better infrastructure to serve the 

population. In this context the strategy also aims at building capac-

ity to promote the private sector and reduce poverty. Specifi c pillar 

objectives include: (i) improve living conditions by increasing access 

to water and sanitation; (ii) improve economic diversifi cation and job 

creation by developing agricultural, fi shery and market infrastruc-

ture; and (iii) improve effectiveness of poverty reduction by building 

INDS oversight capacity. These measures aim to address the coun-

try’s factors of fragility and put its development on an inclusive path. 

The AfDB’s ongoing portfolio in Djibouti contains 12 operations 

amounting to around $137m, of which two private sector opera-

tions account for over half (the construction of the Doraleh con-

tainer terminal and the upgrading of the bulk terminal). The public 

sector portfolio is spread across fi ve sectors: the social sector in 

which two poverty reduction project have been developed; the water 

and sanitation sector which involves three operations, the energy 

sector focusing on geothermal drilling, the agricultural sector which 

is benefi ting from a regional program on resilience and sustainable 

livelihood and three multi-sector operations oriented towards insti-

tutional capacity building. The AfDB’s portfolio in Djibouti is profi led 

in the Annex.

Recent results achieved by the AfDB in Djibouti include (i) con-

struction of 14 underground tanks of 200m3 and construction of a 

micro-dam; (ii) completion of a container terminal with 1.5km quay 

line length and 1.55m twenty-foot equivalent units; (iii) completion 

of 2 silos with capacities of 30,000 and 40,000 tonnes respectively; 

and (iv) distribution of emergency humanitarian support – food and 

water to 21,000 families respectively.

Djibouti is also part of a regional program developed by the AfDB as 

a response to the 2011 severe drought affecting the Horn of Africa. 

That program aims at enhancing resilience against frequent droughts 

and promoting sustainable livelihoods. The current natural resources 

management strategy includes fi ghting soil degradation, preserving 

biodiversity, adapting to climate change and increasing capacity to 

prevent risk and cope with disasters. In this context, government 

is actively trying to develop renewable energy.

Over the years, the AfDB has fi nanced key fl agship projects critical 

for the country and the region such as the Doraleh container terminal, 

the EASSy submarine fi ber-optic broadband cable and the power 

interconnection line between Ethiopia and Djibouti. Resources have 

been mobilized from various AfDB windows including private sector, 

public sector, trust funds and regional public goods windows. The 

AfDB’s capacity to massively leverage resources to fi nance projects 

has been key to a good partnership.
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Assisting Djibouti 
Progress Toward 
Green Energy 
Independence

Part 1 — Completed 
in 2011:  The Djibouti-
Ethiopia Electricity 
Transmission Project

Traditionally, Djibouti’s electricity 

supply has depended mainly on 

petroleum products, making the 

country relatively dependent on 

high-cost fossil fuel imports to 

meet energy needs. Meanwhile, 

neighbouring Ethiopia is en-

dowed with huge hydro-electric 

potential which can be generated 

at much lower cost. In the spirit 

of regional integration, the two 

countries agreed to cooperate in 

developing their energy resources 

for mutual benefi t. In November 

2002, they committed to a power 

interconnection project to estab-

lish a 283km transmission line 

joining the countries. The Bank 

approved a loan of $95m for the 

project on December 13, 2004, 

to improve electricity access at 

affordable prices in both coun-

tries through regional coopera-

tion in power trade. Completed 

and offi cially inaugurated in 

October 2011, the 230-kV line 

now enables Djibouti to import 

up to 60 MW of electricity, thus 

easing the country’s reliance on 

brown energy.

Part 2 — Geothermal 
Exploration for 
Domestic Energy 
Development

Djibouti’s Energy Action Plan, 

prepared in 2009, identifi ed 

geothermal energy develop-

ment as the best scenario for 

the next phase of diversifying 

the country’s electricity supply 

with a positive environmental 

impact. A programme orga-

nized in three phases and 

structured as a public-private 

partnership (PPP) has been 

proposed. Phase 1 comprises 

the exploration of the Lake As-

sal geothermal vapor fi eld and 

confi rmation of the character-

istics of the fi eld’s geothermal 

resources. Phase 2 will involve 

the development of the geo-

thermal fi eld and construction 

of a geothermal power station 

with an installed capacity of 20 

MW which could later be ex-

panded to 50 MW in Phase 3. 

The AfDB’s Board approved an 

ADF grant and loan of UA3.53m 

and UA269,000 respectively 

in 2013 for Phase 1. These 

funds were complemented 

by a Sustainable Energy for 

Africa (SEFA) trust fund grant of 

$1.8m. This phase is aimed at 

eliminating exploration risks in 

order to pave the way for pri-

vate sector participation under 

Phases 2 and 3. 

Showcase Project 3: 
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T
he aspiration of the Government of State of Eritrea is 

to achieve a broad–based growth driven by knowledge 

and technology. Eritrea therefore recognizes the impor-

tance of education and training for the development 

of the country. It is widely acknowledged that educa-

tion develops the knowledge and skills required for a 

vibrant, competitive economy. It enables people to generate increased 

income and lift themselves out of poverty. It fosters social develop-

ment and equality among the people. In this context, AfDB has been 

partnering with the Government to realize these efforts in a more con-

sistent manner through its programmed operations in the country. 

Consequently, the AfDB’s intervention has continued to be in the edu-

cation sector focusing on two levels, namely technical vocational edu-

cation training (TVET) and higher education through increased skills 

development and post-graduate training programmes respectively. 

Since this partnership of the AfDB and the Government, the educa-

tion sector has experienced signifi cant progress in terms of rehabili-

tation of infrastructure and in the general improvement of access to 

education facilities.

To date, AfDB-fi nanced projects in the education sector have increased 

access and quality of training at the three TVET schools where work-

shop and laboratory facilities have been provided. On the other hand, 

the support at the institutions of higher education (IHEs) aims to sup-

port the Government’s efforts to build national capacity for teaching, 

research and services at the country’s seven IHEs. The results emerg-

ing from the AfDB support are encouraging and currently junior staff 

members of IHEs are training at various universities through in-country 

training, fellowship programmes at institutions in other countries in 

fi elds where graduate programs are not available in the country and 

through distance learning.

2.4 Eritrea

Minister of Finance

Message from 
H.E. BERHANE 
HABTEMARIAM
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Eritrea Country Profi le and AfDB 
Engagement 
The State of Eritrea is situated in the Horn of Africa. Its long coastline 

has two major ports: Massawa in the north and Assab in the south. 

Eritrea is a multi-ethnic society with nine languages and the practice 

of both Islam and Christianity. Because of Eritrea’s strategic position 

on the Red Sea, over its history it has been exposed to frequent inva-

sion and colonization, including the Ottoman Turks, Italy (declaring 

Eritrea its fi rst African colony in 1890) and Britain, which took over 

administration of Eritrea after the Second World War. In 1952, Eritrea 

was federated with Ethiopia by the United Nations. Independence 

was formally declared in May 1993. Before independence, Eritrea 

had a centralized one-party political system under the ruling party, 

the People’s Front for Democracy and Justice. A transition towards 

political pluralism was initiated in 1994 upon independence with the 

drafting of a national constitution. The constitution allows for multi-

party democracy.

The AfDB has supported Eritrea since 1996.

2.4.1. Overall Development Profi le 
Real GDP grew strongly in 2011 at 8.7% and in 2012 at 7.0%, but 

decreased sharply to an estimated 1.1% in 2013, mainly due to a 

drop in production at Bisha mine, a fall in remittances, a decline in 

the price of gold, and poor agricultural harvest due to erratic rainfall 

patterns. Real GDP growth is projected to increase slightly to 1.9% 

in 2014 and to 2.2% in 2015, on account of increased investments 

in the mining sector and measures such as the provision of infra-

structure particularly rural irrigation facilities to increase agriculture 

productivity. Eritrea’s economy has been and continues to be domi-

nated by the service sector, which contributed almost 50% to GDP 

(2012). The second largest sector in terms of GDP contribution is the 

public sector, with 28.1%. The contribution of the agricultural sector 

is relatively small (16.9%) and has been declining in recent years. The 

industrial sector, dominated by mining, contributes only about 5.9% of 

GDP. The private sector (outside of agriculture) plays a limited role and 

is mostly concentrated in the services and trade sub-sectors. Eritrea’s 

public debt stood at 105% of GDP in 2013 with domestic debt esti-

mated at 85.9% and external debt at 25.2% of the total. Going for-

ward, Eritrea could much benefi t from strengthened cooperation with 

the international community, in order to access more development 

fi nancing. This could include a reform program to reduce external 

indebtedness through the HIPC and MDRI mechanisms. The coun-

try’s medium term economic performance will critically depend upon 

a robust economic reform program, preferably supported by external 

grants or highly concessional funding.

While the UNDP 2012 Human Development Report with an HDI of 0.351 

ranks Eritrea only at 181 out of 187 countries, progress has been made 

in recent years. In the health sector, the country has made marked 

strides towards achieving the MDGs. For example, in the education 

sector, GoSE has rolled out a comprehensive program covering basic 

education and literacy, secondary as well as technical vocational and 

education training. The country’s investments in the education sector 

have accounted for 8-10% of total national budget and 2.6- 3.7% of 

GDP, lower than the continental ratio of 4.5%. While gross enrolment 

ratios have reached 93% for boys at the primary level, more effort is 

needed for full inclusion of girls. Eritrea is on pace to achieve six of 

eight MDGs, with MDG 1 (poverty) and MDG 8 (global partnership) 

unlikely to be met. These achievements have translated into a steady 

increase in life expectancy at birth from 53 years in 1995 to 62 years 

in 2011. Nevertheless, the country still faces signifi cant challenges in 

reducing poverty and ensuring food security. 

Eritrea’s national development strategy is embodied in the forthcom-

ing National Development Plan 2013-2017. Its main objective is to 

attain rapid, widely shared, sectorally and regionally balanced eco-

nomic growth with macroeconomic stability and sustained poverty 
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reduction. Its three strategic pillars include: (i) food security; (ii) physi-

cal and social infrastructure; and (iii) human capital development. 

While Eritrea seeks to create a modern, technologically advanced, 

and internationally competitive economy, a critical mass of qualifi ed, 

trained and experienced human resources is a prerequisite for sus-

tainable, export-led industrial development. The existing technologi-

cal base of the productive economy is antiquated and undermines 

international competitiveness. Low educational and skill levels act as 

an immediate constraint on industrial growth and economic transfor-

mation. Eritrea has an acute shortage of skilled manpower in virtually 

all sectors impacting all aspects of the development effort in both the 

private and public sectors.

2.4.2 Country Context 

Risks to Stability: Causes and Consequences
The main risks to Eritrea’s stability can be categorized into three types 

– political, socio-economic and environmental. At the political level, 

Eritrea’s relations with its regional neighbors remain strained. Although 

there is no longer any overt confl ict, relations with Ethiopia continue 

to be tense, which constrains the performance of the economies of 

both countries. Disparities in economic opportunities and unemploy-

ment, notably of the youth, are also posing risks to stability. Environ-

mental pressures are increasingly growing, especially the scarcity of 

water and pasture. Other challenges include weaknesses related to 

state capacity, resource mobilization and infrastructure, especially 

roads and energy. Weak institutional capacity is a key issue and sig-

nifi cantly impairs the country’s ability to deliver public services. The 

private sector remains small and underdeveloped but could potentially 

play an important role as a partner in service delivery and employment 

creation. In view of the weak capacity of the public sector, it is criti-

cal to promote the engagement of the private sector through public-

private partnerships and CSOs in service delivery.

Natural Resources and Extractive Industries 
Important mineral resources exist in Eritrea including potash, gypsum, 

common salt, silica, kaolin, gold, silver, copper, zinc, gold, marble, 

granite, limestone, sand and gravel. Currently, there are two gold 

mines in production and more are expected to open. The Asmara 

Project has four mining deposits: (i) the Debrarwa copper-gold-silver-

zinc deposit; (ii) the Emba Derho copper-zinc-gold-silver deposit; (iii) 

the Adi Nefas zinc-copper-gold-silver deposit; and (iv) the Gupo Gold 

deposit. Eritrea has recently begun refi ning its gold at a refi nery erected 

in Sudan in order to capture more value added from its exports. In 

sum, the extractives sector is expected to be the key driver of the 

economy over the medium and longer terms.

Aside from extractive resources, Eritrea has great potential for the 

development of renewable energies, including geothermal, solar and 

wind energies. These renewables can support the growing needs of 

the whole country if fully developed. At present, the nation suffers from 

energy shortages with a limited grid system and some towns relying 

upon power from isolated generators. 

Regional Integration and Trade 
Despite its strategic position, Eritrea is among the least integrated 

countries in the Horn of Africa. Only 20% of Eritrea’s trade is with 

COMESA countries. Infrastructure defi cits, institutional capacity 

weaknesses, strained political relationships, and regional confl icts all 

hinder regional integration. Nonetheless, the government considers 

the benefi ts of regional integration as critical for the country’s peace, 

food security, and infrastructure development. Eritrea has therefore 

taken up membership in the COMESA, CEN-SAD, and is activating 

its membership in IGAD.

Eritrea aims to serve the potential COMESA market of over 400m 

consumers with merchandise, mineral and fi sh products, taking 

advantage of its strategic location as the bridge between the Middle 

East and Africa. To that end, it has initiated further development of 

Table 2.9: Eritrea Socioeconomic Indicators

Indicator Year Data

Population (million) 2010  3.2

% Youth (Under Age 25) 2010 85%

% Female Pop 2010 52%

Per capita Income (IMF estimate) 2012  $549

Infant mortality per 1000 2010 63

Life Expectancy, Male (years) 2011  61.6

Primary NER, Boys 2013 92.0%

Primary NER, Girls 2013  78.6%

Adult Literacy, Male 2010 64%

Adult Literacy, Female 2010  52%

Male headed Households 2010  53%

Female headed Households 2010  47%
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Massawa and Assab ports and launched a free trade zone around 

Massawa, though progress may be slow owing to fi scal challenges.

Structural Transformation 
As mentioned above, Eritrea’s economy continues to be dominated by 

the services sector, with a 50% share of GDP. The contribution of the 

agricultural sector is relatively small and declining while the industrial 

sector, driven by mining, is contributing an increasing share. Indus-

try is mainly concentrated in beverages, textiles, building materials, 

foot wear, packaging, and food processing. The challenging eco-

nomic context and the diffi cult business climate impose signifi cant 

impediments to structural transformation. However, recognizing the 

importance of transformation, and the need to open the economy 

to further private initiative and investment, the government is sup-

porting the privatization of 32 manufacturing companies and sev-

eral other state-owned enterprises to domestic private ownership. 

For its part, the government is emphasizing investments in educa-

tion and infrastructure development in order to address structural 

constraints in the economy. 

Despite the decline of agriculture contribution to GDP, an estimated 

60% to 80% of the population depends on this sector for their live-

lihood. Agriculture’s growth potential has not been fully exploited 

mainly due to poor rural infrastructure and low added value. Livestock 

production is a sub-sector with substantial potential, especially for 

the entry of private enterprise. Potential exists for developing value 

chains in livestock and textiles as well as mining. The clothing sector 

plays a crucial role in Eritrea’s economy, accounting for about 60% 

of total exports. Opportunities for expansion exist, but the lack of 

available local human resources remains a constraint. 

Inclusive Growth and Employment 
Growth in Eritrea has not been suffi ciently inclusive, neither in terms 

of geographic dimensions nor in terms of gender. According to the 

Eritrea Population and Health Survey of 2010, 61% of males aged 

15-64 were employed at that time in contrast to 15% of females. 

Females are almost three times as likely to be employed in urban 

areas as in rural areas (20% versus 8%). The picture for males is 

less marked, with rural males slightly more likely to be employed 

than urban males. Remarkably, almost half of males aged 65 and 

above were employed. This refl ects the critical shortage of skilled 

labour and the slow intake of youth into the labour force. Employ-

ment of children exists in Eritrea, and it also varies by gender: boys 

are more likely to be employed than girls (6% versus 2%) due to the 

need to earn money to support their families.  

Education plays a crucial role in labour force participation. Women 

with secondary or higher education tend to be employed in sales 

and services and in professional, technical, and managerial occu-

pations. Those with little or no education tend to be employed in 

the agricultural sector. Employment outside the agricultural sector is 

highest among men with more than secondary education and among 

men in the highest wealth quintile. Going forward, the government 

is committed to gender equality and the draft constitution enshrines 

this as a principal objective. The government has passed legislation 

to eliminate all forms of gender inequalities including under-age mar-

riage. Through the National Union of Eritrean Women, the govern-

ment approved a National Policy on Gender and the National Gender 

Action Plan 2003-2008. Both the Plan and Education Sector Devel-

opment Plan 2013-2017 articulate strategies for expanding female 

education and gender awareness with corresponding data collec-

tion systems for effective monitoring and evaluation.

Climate Change and Transition to a Green Economy
Due to its location in the arid and semi-arid climatic region in the 

Horn of Africa, Eritrea is vulnerable to climate variability, recurring 

droughts and environmental degradation. With only one perennial 

river, (the Setit River which forms the border with Ethiopia), and 

no natural fresh surface water bodies, groundwater is the source 

of over 80% of the domestic water supply. Ground water can be 

tapped in all parts of the country at depths ranging from about 20 

to 70 meters though not always in desired quantities and qualities. 

Consequently, groundwater depletion in various parts of the coun-

try is a major concern. Access to improved water sources stood at 

58% while 70% of households are without toilet facilities. The AfDB’s 

assistance has been designed to support provision of public infra-

structure to address water and sanitation infrastructure defi cits for 

improved living conditions. Drought conditions are a frequent phe-

nomenon in the Horn of Africa, occurring in 2003, 2008, and 2011 

with considerable adverse impact. This phenomenon has rendered 

Eritrea vulnerable to food insecurity with increased incidence of mal-

nutrition among children estimated at a high level of 50% in 2010. 

Eritrea is aware of the benefi ts of moving toward green growth by 
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addressing the effects of climate change on the economy. The gov-

ernment is considering the potential of renewable energies, including 

geothermal, solar and wind energies which can support the imme-

diate and growing needs of the country. The authorities are there-

fore considering partnering with the AfDB to promote the country’s 

transition to green growth. 

Private Sector Development
The 2010 Africa Infrastructure Development Index ranks Eritrea at 

47 out of 53 countries surveyed in terms of infrastructure develop-

ment due to major defi cits, particularly in transport, water and sani-

tation, energy and ICT sectors. The current state of port facilities 

is also poor. These structural defi cits translate into higher costs of 

doing business, impede national and regional connectivity and inhibit 

Eritrea’s competitiveness. 

The private sector in Eritrea is largely comprised of MSMEs concen-

trated in few sectors of the economy. As noted above, the sector 

is small and underdeveloped and continues to be hampered by 

the state’s dominant role in the economy and the challenging busi-

ness environment. In the 2012 World Bank Doing Business Report, 

Eritrea was ranked 182nd out of 185 countries and 43rd out of 46 

Sub-Saharan economies. Eritrea is rated poorly on several key fac-

tors. For instance, the Logistics Performance Index ranks Eritrea at 

147 with a score of 2.11 in contrast to an average of 2.46 for SSA. 

At the macroeconomic level, businesses and foreign trade are con-

strained by foreign exchange controls. The use of price controls and 

rationing of foreign exchange have contributed to the unfavourable 

business environment. Attracting private investments is also con-

strained by limited fi nancial services. 

To improve the country’s business climate, the government has pri-

oritized and focused on strengthening human resource capacity and 

provision of selected physical infrastructure, including the establish-

ment of Massawa free trade zone and improving the road network. 

In 2012, the government selectively sought investment in the mining, 

energy, fi sheries, and tourism sectors through investment confer-

ences. Specifi cally, two conferences were held, aiming at the priva-

tization of 32 manufacturing fi rms, 13 hotels, the Eritrean Telecom-

munications Corporation and the government’s remaining shares in 

the National Insurance Corporation of Eritrea. The authorities recog-

nize that shortages of foreign exchange, declining remittances, and 

heavy government borrowing from the banking sector have hindered 

private sector activity and that reforms in these areas are required.

2.4.3 AfDB Assistance – Highlights and 
Successes 
The AfDB’s support to Eritrea began in 1996 and loans and grants 

amounting to a total commitment of UA102.9m have been approved 

as of April 2014. The largest share of this support has been allo-

cated to the social sector (43%), with agriculture and rural devel-

opment (29%), multi-sector (20%), the transport sector (6%) and 

urban development (2%) following. Since the commencement of 

the AfDB’s support, the government has prioritized human capac-

ity development, infrastructure, livelihood improvement and food 

security as key areas of focus for attaining a rapid, sustainable and 

widely shared growth and poverty reduction. The AfDB has made a 

valuable contribution to overall social development, rural develop-

ment and capacity building in Eritrea. 

The overall objective of the AfDB’s Interim Country Strategy Paper 

(I-CSP) 2014-2016 for Eritrea will be to contribute toward; inclusive 

growth; enhanced economic diversifi cation by focusing on human 

resource development; and infrastructure  development for agricul-

ture and livestock to empower the population in confronting the chal-

lenges of unemployment, food insuffi ciency, and poverty. 

The AfDB’s ongoing portfolio comprises two education projects: (i) 

Support to Higher Education Development Project (SHEP), approved 

in April 2010 for UA12.9m, and; (ii) Support to Technical and Voca-

tional Education and Training Project (STVETP), approved in Novem-

ber 2011 for UA12.02m. The AfDB’s activities in Eritrea have mainly 

consisted of project support. The AfDB’s portfolio in Eritrea is pro-

fi led in the Annex.

The AfDB has fi nanced one study and 10 projects for a cumulative 

commitment of UA103m. Under the social sector, three operations 

have been funded in support of the education sector. These opera-

tions include support to higher education, vocational and technical 

education training (TVET). These operations involve rehabilitating 

and equipping three existing schools, and building a new technical 

school with a laboratory and workshop facilities. There is also capac-

ity building programme to improve teaching, research and services 

at the country’s Institutions of Higher Education. Under a support to 
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education project, 80 elementary level classrooms, 120 middle level 

classrooms, and 25 special needs classrooms were built. In addition, 

400,000 textbooks for elementary schools and 2.48m textbooks for 

middle schools were printed and distributed. All these interventions 

are aimed at increasing promoting employability of students, thereby 

contributing to inclusive growth. 

Agriculture and rural development support includes interventions in 

horticulture, livestock and fi sheries infrastructure development. For 

instance, the Fisheries Infrastructure Development Project provided 

good quality water to an estimated 5,500 women in Gellalo, which 

reduced the burden of collecting water and led to improved health 

indicators. In addition, women’s primary role as caregivers to chil-

dren was enhanced through increased incomes. The Central High-

lands Horticulture Development Project was funded to boost agricul-

tural production through irrigation and environmental conservation. 

For instance, two new dams were constructed at Adi Tsenaf Zoba 

Maakel and Berhenet in Zoba Debub covering 140 ha. 

In comparison with the support from other DPs, the AfDB’s role 

remains crucial in terms of resource fl ow and intervention partic-

ularly in the education sector. The AfDB is planning to assist the 

country beyond project fi nancing, notably in terms of analytic work 

and knowledge products to inform decision-making. Eritrea is also 

encouraged to tap into other AfDB resources managed through 

regional windows including those such as drought resilience and 

sustainable livelihoods programs among others.

Overall, the AfDB has been a trusted partner for Eritrea. It has been 

the lead agency in the education sector. In 2013, the government 

requested the AfDB to continue with its support in the education 

sector and to help the country to access resources from other 

regional windows including the Drought Resilience and Sustainable 

Livelihoods Program (DRSLP). 

The AfDB Supports Human Capital 
Development in Eritrea

The AfDB has been strategic in responding to the development 

challenges facing Eritrea, prioritizing human capital development 

through higher education. This is in response to the specifi c request 

of the authorities. The government is committed to increasing 

the participation of girls at all levels of education by including the 

provision of boarding facilities for girls, among other measures. In 

addition, preference will be given to female instructors in the selec-

tion of candidates for training. The AfDB is fi nancing the installation 

of educational infrastructure while Eritrea has been recruiting foreign 

expertise to temporarily address a national shortage of teachers 

for tertiary education. Both partners are collaborating to strengthen 

Eritrea’s own cadre of educators for the long term including through 

the fi nancing of a teacher training institute.

Showcase Project 4: 



 AFRICAN DEVELOPMENT BANK GROUP | 55



56 | AFRICAN DEVELOPMENT BANK GROUP

THE AFRICAN DEVELOPMENT BANK 
A PARTNER OF CHOICE FOR THE EASTERN AFRICA WE WANT



 AFRICAN DEVELOPMENT BANK GROUP | 57

I 
am delighted to congratulate the African Development Bank (AfDB) 

Group on this historic event that commemorates the Fiftieth Anniver-

sary of the establishment of the Bank which has recorded tremendous 

achievements during its fi ve decades of existence. I also think that the 

publication of this report, coinciding with the Bank’s Golden Jubilee, will 

enable member countries such as Ethiopia to appreciate the achieve-

ment of the joint efforts and collaboration for the last fi ve decades and 

also provide concrete lessons to strengthen future cooperation.

For several years now, Ethiopia has embarked on a series of reforms to 

accelerate growth, improve the delivery of basic services, and achieve 

the targets set in the millennium development goals (MDGs). Currently, 

the Government of Ethiopia is implementing the third generation devel-

opment strategy namely, the Growth and Transformation Plan where the 

support and results achieved as a result of the AfDB’s interventions are 

visible. The transformation process started by Ethiopia is still in its early 

stage, thus the Government of Ethiopia continues to search for ways of 

scaling up investment to ensure the robust economic growth rate recorded 

in the past decade continues through 2015 and beyond. This will ensure 

the abolishment of poverty and move to a sustainable development path. 

Ethiopia offi cially joined the AfDB on Sept. 10, 1964. Since then, the 

Bank has emerged as one of the most important partners of the Ethio-

pian Government. In the spirit of true partnership, the African Develop-

ment Bank has continued to design country strategy papers which are 

in line with the current trends and prospects in Ethiopia. Accordingly, the 

Bank has in recent times shifted its focus of support in Ethiopia toward 

fewer but larger projects that have higher development impacts, in line 

with the Country Strategy Paper’s (CSP) principle of strategic selectivity. 

The average project size currently stands at UA81million, which is more 

than twice the Bank’s average of UA30 million. 

This resource is supporting some of the key priority projects in different 

sectors aiming at facilitating inclusive economic growth and poverty reduc-

tion in the country. This includes rehabilitation and development of trunk 

roads, expansion of the electricity supply system, and support toward 

decentralized basic services delivery, which are critical for broad-based, 

equitable growth and achievement of the MDGs. Moreover, the Bank 

has fi nanced development projects and programs across various sec-

tors of the economy, including strategic regional operations that seek to 

enhance economic integration with our neighbours, as well as enabled 

the Government of Ethiopia to pursue its decentralization agenda. I 

believe that the various energy and road transport projects fi nanced by 

the AfDB will enhance the regional integration agenda pursued by East-

ern Africa countries.

I would like to commend the Bank’s responsiveness, which has been 

made possible through its capable governance that includes its enhanced 

presence on ground, especially through its country offi ce. I am confi dent 

that the Bank will continue to maintain this intent and spirit in the future 

to further enhance our cooperation. 

On behalf of the Government of Ethiopia, I would like to take this oppor-

tunity to congratulate the Bank for its Fiftieth Anniversary of establish-

ment. I would also like to confi rm that we will continue to work hand in 

hand toward strengthening our future cooperation to promote sustain-

able development and improve the living standards of all Ethiopians and 

all Africans at large.

2.5 Ethiopia

Minister of Finance and 
Economic Development

Message from 
H.E. SUFIAN AHMED
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Ethiopia Country Profi le and AfDB 
Engagement 
The Federal Democratic Republic of Ethiopia covers an area of 1.13 

million km2 and has the second largest population in Africa, estimated 

at 86.5m. It shares borders with Eritrea, Djibouti, Somalia, Kenya, 

South Sudan and Sudan. Although Ethiopia is a landlocked country, 

the nearest sea port is only 50km away from its border. Looking back 

briefl y at the country’s history, Ethiopia maintained its freedom from 

colonial rule with the exception of a short-lived Italian occupation from 

1936-41. In 1974, a military junta, the Derg, deposed Emperor Haile 

Selassie and established a socialist state, which was in turn over-

thrown in 1991 by the Ethiopian People’s Revolutionary Democratic 

Front (EPRDF). The EPRDF adopted a new constitution in 1994, and 

Ethiopia’s fi rst multiparty elections were held in 1995. The country has 

a bicameral Parliament that consists of a 108-seat House of Federa-

tion and a 547-seat House of People’s Representatives. Members 

of the House of Federation are chosen by state assemblies to serve 

fi ve-year terms; while members of the House of People’s Representa-

tives are directly elected by popular vote by the districts for fi ve-year 

terms. The country held its last election on May 23, 2010, where the 

ruling party won all but two parliamentary seats, with the next elec-

tion to be held in 2015. 

The AfDB has been active in Ethiopia since 1975.

2.5.1. Overall Development Profi le 
Ethiopia’s economy has enjoyed robust growth over the last 10 years, 

driven primarily by high public investment in infrastructure, commer-

cialization of agriculture and expansion of non-traditional exports. The 

real GDP growth rate averaged 11% over the past nine years. In 2013, 

GDP growth was 9.7%. Growth prospects are positive, with 11.4% pro-

jected for 2014/15. Infl ation peaked at 34% in 2012 but has declined 

since then, to 13.5% in 2013 and being projected at 7.9% in 2014. 

The contributions of the services and industrial sectors to GDP have 

increased while the share of agriculture has been declining steadily 

(Figure 20). Growth has continued to be broad-based, with services 

and the agriculture sector being dominant, constituting 44.9% and 

44.1% of economic activities between 2010 and 2013. Industry has 

had a share of 11.5% during this period. There are positive prospects 

for future years in the industrial sector provided that the government 

gives due attention to the small and medium manufacturing segments. 

Ethiopia is a benefi ciary of debt relief granted under both HPIC and 

MDRI initiatives. The AfDB approved a cancellation of $55.7m under 

HIPC and 100% cancellation of MDRI debt in April 2006. 

Ethiopia has achieved impressive development results through the 

implementation of its Growth and Transformation Plan (GTP) between 

2010 and 2013:

• The primary education net enrolment rate increased from 

82.1% to 85.7%. The female net enrolment rate from 

increased from 80.5% to 83.9%.

• The proportion of births attended by skilled health person-

nel rose from 15.7% to 23.1%.

• National drinking water access coverage increased from 

48.9% to 68.4%.

• Power generation capacity increased from 2000 MW to 
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2177 MW.

• Mobile phone coverage increased from 8.7% to 27.6% of 

the population.

• Per capita GDP increased from $373 to $550.

Alongside these gains, the overall poverty level declined from 29.6% 

in 2010/11 to 26% in 2012/13. Ethiopia is on course to attain the 

MDG target of reducing poverty to 22.2% by 2015. The country is 

on track to meet six MDGs (1, 2, 4, 6, 7 and 8) and has the potential 

to meet MDGs 3 and 5. 

2.5.2 Country Context 

Natural Resources and Extractive Industries
Ethiopia’s basic natural resource is its agricultural land, which bene-

fi ts from high biodiversity and distinctive ecosystems. With 18 major 

agro-ecological zones and various additional sub-zones, its climate 

is well-suited for growing over 146 crop types. Nearly half of the 

potentially cultivable land is not in use. Agriculture accounts for 83% 

of employment. Ethiopia already has one of the largest populations 

of livestock in Africa. The livestock sector holds great potential but 

better management of grazing lands and breeding is required. The 

country has not yet engaged in any signifi cant economic activity in 

the forestry and fi shery sub-sectors. 

The role of minerals in Ethiopia’s economy is presently small, con-

tributing less than 1% of GDP. Only gold is of signifi cance, having 

earned the country approximately $600m in 2012. Yet, gold reserves 

are believed to be an important resource for future development of 

the country. A recent survey estimates an increase in gold reserves 

of 500 tonnes. The government estimates that production could rise 

to 40 tonnes per year from just over 4 tonnes last year. Ethiopia also 

boasts gemstones such as diamonds and sapphires plus industrial 

minerals including potash and other precious and base metals. The 

development of these resources is a key pillar of the government’s 

growth strategy, allowing for economic diversifi cation while reducing 

the economy’s reliance on agriculture. To realize this growth strat-

egy, Ethiopia has licensed 250 foreign fi rms to prospect for minerals. 

Ethiopia is also endowed with vast energy resources. These include 

biomass, hydro, fossil fuels (especially natural gas), geothermal, wind 

and solar energy. Due to its terrain, Ethiopia’s largest renewable energy 

resource is hydropower. The gross hydro-energy potential of the coun-

try is estimated at 650 terawatt-hours (TWh) per year. In addition, the 

exploration of domestic fossil fuel resources has confi rmed the exis-

tence of about 2.7m cubic feet of commercial-quality natural gas. 

More than 1,000 MW of geothermal power has been discovered so 

far, with potential geothermal electricity generation capacity estimated 

at 700 MW. Finally, the total solar energy potential of Ethiopia is about 

2.3m TWh per year while the total wind resource is estimated to be 

about 4.8m TWh per year, making these signifi cant energy sources. 

Regional Integration and Trade 
By 2012/13, merchandise exports totalled $3.1bn, posting a 2.3% 

decline from the previous fi scal year. Coffee remains the leading export, 

contributing 24.2% to total exports, followed by gold (19%), oil seeds 

(14.2%), khat (8.8%), and pulses (7.6%). Non-coffee exports rose from 

40% of the total in 1997/78 to 75.8% in 2012/13. While this indicates 

progress in diversifi cation, the six leading export items still account 

for about 80% of export earnings. Secondary sector exports from 

manufacturing remain low at about 8% but are on the increase. In 

recent years, there has been rapid growth in non-traditional exports. 

The value of imports, mainly from Europe and Asia, was $11.5bn in 

2012/13 and with imports rising faster than exports, the trade defi cit 

was $8.4bn in 2012/13. 

Ethiopia is a member of COMESA and IGAD, and intends to join the 

COMESA Free Trade Area. Ethiopia is still negotiating to join the World 

Trade Organization and has submitted offers on a range of com-

modities and services. It is also negotiating an economic partnership 

agreement with the European Union, but has not yet concluded an 

interim accord. 

Customs administration and administrative entry barriers appear to 

be the major non-tariff barriers affecting Ethiopia’s trade with other 

COMESA states (still less than 20%). Ethiopia’s trading across borders, 

diversifi cation and trade freedom indices are among the lowest in Sub-

Saharan Africa. The 2014 World Bank’s Doing Business Report identi-

fi ed cross-border trade as an area of Ethiopia’s business climate where 

performance is relatively weak. Globally, Ethiopia was ranked 166 out 

of 189 economies on the ease of trading across borders (Table 2.12)

Structural Transformation 
While the share of agriculture has declined from 52.3% in 2003/04 
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to 42.9% in 2012/13, the share of industry including manufacturing 

has remained static. Services have recorded the largest increase in 

share of GDP. Ethiopia’s exports are still dominated by primary com-

modities with limited value addition. The economy depends largely 

on traditional exports for foreign exchange and the economy’s failure 

to move up the value chain makes it diffi cult to meet the demand for 

increased foreign exchange. This is also mirrored by the distribution of 

the population with the urban share still less than 20%. This pattern of 

development is not in line with the growth path of developed econo-

mies where industrial development has played a key role, signalling a 

need for the government to increase efforts toward industrialization.

In recognition of the issue, the government under the GTP has launched 

a strategy for modern technology and the industrial sector to play a 

leading role in the economy. Efforts to expand the industrial sector 

include a comprehensive industrial development policy, and accom-

panying incentive packages. The industrialization thrust of the GTP 

is beginning to support diversifi cation of exports away from primary 

products. Leather and leather product exports excelled last year con-

tributing $9.7m more than the $57.4m earned a year ago. Ethiopia 

also exported $57.5m worth of garments and textiles, a 27% increase 

above the prior year. The government projects that the share of the 

industrial sector in the GDP will increase from the current 12.5% to 

18.8% in 2015. 

Inclusive Growth and Employment
Ethiopia has shown signifi cant progress in key social and human 

resource areas of development. A strong focus on education and health 

has contributed to improved human development in the country. This 

is evident in the increasing budget allocation toward these sectors 

from 10.8% of GDP in 2008/09 to 12.7% in 2012/13. The share of 

total expenditure allocated to social sectors has also increased. The 

combined effect of these improvements is refl ected in the country’s 

improved HDI, from 0.328 in 2010 to 0.396 in 2013. 

While the country’s economy had robust growth for the last 10 years, 

growth has not been adequate to fully absorb the available labour force. 

Urban unemployment has fallen from 26.2% in 2007/08 to 17.5% in 

2011/12 but remains high. The structure of the Ethiopian economy 

has not yet reoriented toward employment-intensive activities. While 

global evidence indicates that the transition to a modern economy 

necessitates a dynamic industrial sector with backward and forward 

impacts on employment creation, Ethiopia has remained heavily 

dependent on agriculture and services for employment. 

The employment profi le in Ethiopia is concentrated around informal 

self-employment with non-traded goods and services making up 

about 42% of the work force, while government and private employ-

ment account for 18% and 16% respectively. Large towns, includ-

ing Addis, are characterized by lower employment rates. Economies 

in smaller towns are more oriented toward the primary sector, and 

more integrated with the surrounding rural areas that are character-

ized by higher employment rates. Urban centres have not yet become 

a dynamic engine for growth, employment creation or poverty reduc-

tion. Youth make up a large share of the total unemployed population 

of Ethiopia. Despite remarkable achievements in the overall growth 

rate, the country faces continuing challenges in providing adequate 

employment opportunities for the growing labour force in general and 

for the youth in particular. A large share of the unemployed youth is 

poorly educated, suggesting that lack of basic education limits their 

employment opportunities. To ensure improved integration of the 

youth in the economy, the government is establishing a credit facility 

embedded with business development services with youth as one 

of the targeted groups; facilitating access to working premises for 

migrant MSE operators; and creating linkages between youth and 

other societal groups. 

Climate Change and Transition to a Green Economy 
The country’s vulnerability to environmental and climatic shocks, 

especially the reliability of rain, remains critical for Ethiopia’s agricul-

ture sector. Despite improvements in yields, productivity is still very 

low, partly due to the limited use of improved farming practices. Rising 

agricultural input prices have also stifl ed productivity. Furthermore, 

soil erosion in the densely populated highlands, over-cultivation and 

over-grazing of land, and limited land conservation practices continue 

to hold back sustained growth in agricultural output. Consequently, in 

2012/13, close to 1.5m people were dependent on emergency food 

aid and another 8m people were chronically food insecure. 

Ethiopia launched a Climate Resilient Green Economy Facility oper-

ations manual and Sector Reduction Mechanism (SRM) to reduce 

emissions and vulnerability and build a resilient green economy with 

zero net carbon emissions by 2025. This is to be done by provid-

ing upfront support and ex-post payment for the preparation and 
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implementation of carbon reduction interventions. As part of efforts 

to realize Ethiopia’s Climate Resilient Green Economy Strategy, the 

former Environment Protection Authority has been upgraded into the 

Ministry of Environmental Protection and Forestry. As stipulated in a 

bill enacted by the parliament in 2013, making the economy carbon 

neutral will contribute to a sustainable and competitive economy 

and facilitate increased support by industrialized countries for Ethio-

pia’s green growth agenda. The newly established ministry will lead 

activities targeted at protecting the environment and boosting forest 

coverage. Total forest cover within Ethiopia has tripled to 9% of total 

area since 2000 as a result of large-scale reforestation campaigns. 

Private Sector Development
Steps have also been taken to support private sector growth. Reforms 

that started in the early 2000’s to business registration and investment 

licensing procedures, as well as changes to regulatory institutions, 

have simplifi ed rules, improved the quality of business support and 

considerably reduced the cost of doing business in Ethiopia. The time 

required to clear customs for export has been reduced and secur-

ing a business license has been cut from 44 days in 2004 to 15 days 

with just nine procedures involved.

The amount of paid-in capital required to start a business has been 

reduced signifi cantly. Ethiopia fares relatively well in tax payments, 

dealing with construction permits, opening businesses and enforc-

ing contracts. According to the World Bank’s Doing Business Report 

2014 (Table 2.12), Ethiopia’s overall ranking is 125th out of 189 econ-

omies. The country was ranked second in the Eastern Africa region, 

behind Rwanda. The country ranks 109th in paying tax, 55th in deal-

ing with construction permits and 44th in enforcing contracts. How-

ever, there have been notable decreases in investor protection, reg-

istration of property, access to fi nance and competitiveness. On the 

Investor Protection Index, Ethiopia scored 3.3 out of 10 and ranked 

113rd for ease of registering property. On the World Economic Forum’s 

Global Competitiveness Index (2013), Ethiopia ranked 126 out of 148 

countries. Among sub-Saharan countries covered by the World Bank 

“Investing across Sectors” indicators, Ethiopia has above-average 

restrictions on foreign equity ownership. 

In order to improve the business climate, the power sector is being 

liberalized. The Ethiopian Revenue and Customs Authority and Invest-

ment Climate Facility have signed a deal to establish an Electronic 

Single window system which will assist in expediting trade. The invest-

ment code was also revised in 2013 to provide one-stop shop ser-

vice to investors.

2.5.3 AfDB Assistance – Highlights and 
Successes
Since 1975, the AfDB has developed a diverse portfolio in Ethiopia, 

approving 119 loans and grants. These were distributed across its 

three windows: the non-concessional AfDB window allocated about 

$800m (19.6%), the concessional ADF window allocated $2bn (79.9%) 

and the Nigeria Trust Fund allocated $16m (0.4%). Cumulatively, 

operations fi nanced by the AfDB have covered multi-sector opera-

tions (26.3%), transport (21.1%), power supply (20.6%), agriculture 

and rural development (15.8%), social sector (5.1%), water and san-

itation (4.7%), industry and mining (3.3%) and communications and 

the fi nancial sector (3.1%). 

Lately, especially after 2011, the AfDB has been shifting toward the 

support of fewer but larger projects with higher development impact, in 

line with the Country Strategy Paper’s principle of selectivity. The thrust 

of the AfDB’s CSP for Ethiopia 2011-2015 is to create an enabling 

environment for broad-based growth and economic transformation. It 

is focused on two pillars: infrastructure development and governance 

and accountability. Under the CSP, the AfDB has approved six major 

operations, most of which have regional impact. One was in the energy 

sector (Ethiopia-Kenya Electricity Highway Project), three were in the 

transport sector (Bedele-Metu Road, Modjo-Hawassa Road Proj-

ect and Mombasa-Nairobi-Addis Ababa Road Phase III), one was a 

special programme in the agricultural sector (Drought Resilience and 

Sustainable Livelihoods Program), and one supported good gover-

nance and decentralized provision of basic services (Promotion of 

Basic Services III Program). 

Under the private sector window, the Bank has approved funding 

for Ethiopian Airlines and Derba cement, and is considering several 

investment proposals in the mining, industrial and agriculture sectors. 

There are 15 ongoing projects in the AfDB’s portfolio for Ethiopia: 13 

in the public sector and 2 in the private sector, for a total commit-

ment amount of $1.65bn. The performance and overall quality of the 

AfDB’s portfolio has seen steady improvement with performance rating 

improving from 2.15 in 2008 to 2.72 in 2013 (on a scale of 0 to 3). 

The AfDB’s portfolio in Ethiopia is profi led in the Annex.
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The AfDB recognizes that inadequate infrastructure is a major con-

straint to growth and poverty reduction in Ethiopia. Henceforth, it has 

committed to improve the quality of infrastructure services, especially 

in the transport and energy sectors. Specifi cally, it continues to focus 

on the development of major road corridors, particularly trunk roads 

linking areas of high agricultural potential to markets and trade, includ-

ing regional corridors. The purpose is to improve interconnectivity and 

help diversify the country’s access routes to seaports. The AfDB’s lend-

ing activities are being complemented by its technical assistance and 

advisory services to enhance transport and trade facilitation, includ-

ing harmonization of customs procedures and transit management 

systems. The total road network has increased from 56,190km in 

2011/12 to 58,338km in 2012/13. 

The AfDB has committed to support Ethiopia’s efforts to harness its 

vast renewable energy resources through construction of grid expan-

sion. For example, the AfDB recently fi nanced the power transmission 

lines for Ethiopia-Djibouti Inter-Connection Project, the Ethiopia-Kenya 

network and the expansion of the power distribution network under 

the Universal Electrifi cation Access Programme. The AfDB-supported 

Rural Water Supply and Sanitation Program has constructed 4,203 

water supply schemes; enabled an estimated 1.6m people access 

to safe water supply and sanitation facilities, and reduced the burden 

of fetching water in the rural communities.

The AfDB is a member of the Development Assistance Group (DAG) 

in Ethiopia that comprises about 26 multilateral and bilateral partners. 

The DAG serves as the central body that coordinates the activities of 

DPs. From 2011 to 2013, the AfDB was the co-chair of the DAG, a 

rotational position among the leading members. The AfDB also partici-

pates actively in many of the DP Sector Working Groups (SWG) and 

the government, including, transport, energy, agriculture, water and 

sanitation, education, social protection, public fi nancial management 

and private sector development. The AfDB is a member of the Aid 

Effectiveness Task Force jointly constituted by the government and 

DPs. The AfDB has increased its use of country systems and does 

not use parallel project implementation units in Ethiopia.

Table 2.12: Ethiopia’s Business Climate

Unit Indicator

Ease of Doing Business Rank Rank 125

Corruption Control Index 111

Days to start a business Days 15

Property Registration Rank 113

Access to Credit Rank 109

Contract Enforcement Rank 44

Investor Protection Rank 157

Access to Electricity Days 95

Source: World Bank Doing Business, 2014
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Wacha-Maji Road 
Relieves Poverty

This project, approved in 2003 and 

completed in 2012, constructed a 

new 175km road reaching areas pre-

viously accessible only by foot or by 

mule. The mountainous terrain in this 

area was so treacherous that animals 

were unable to move in the rainy sea-

son. At completion, all has changed 

and positive impacts have been 

identifi ed. For the fi rst time, a public 

transport bus reached Maji town in 

January 2011, even before the road 

was completed. On Feb.2, 2013, 100 

vehicles including 40 minibuses used 

the route. The cost of transport to Maji 

has seen a signifi cant drop from Ethio-

pian Birr (ETB) 2,000 (about $100) for 

a single journey to less than ETB 100. 

The agriculture sector has seen sig-

nifi cant gains since the completion of 

the road. The farm gate price of maize 

has increased fi vefold, from ETB 

114/100kg in 2007 to ETB 400/100kg 

in 2011. The prices of fruits and other 

farm produce have also increased. 

Unprocessed coffee was sold at ETB 

138 per tonne before the road was 

built in 2007 and the sales price has 

since increased threefold to ETB 370/

ton in 2011 thereby bringing benefi cial 

income impact to rural producers. The 

huge untapped agricultural potential 

of the area has now been opened to 

external investors and reports indicate 

increased large-scale agricultural ac-

tivities have begun. Use of agricultural 

inputs has increased substantially now 

that farmers can get easier access to 

fertilizer. Furthermore, agricultural ex-

tension experts are now able to reach 

farmers, bringing them knowledge to 

help increase agricultural productivity 

per hectare. Large markets have been 

opened up by small-scale traders 

and small-scale urbanization is now 

evident at the village level. This has 

increased gainful employment and 

improved lifehoods, and also lessened 

migration of youth to major urban 

centers. Social conditions for people 

on the newly developed road network 

have improved and many lives have 

been saved because residents of Maji 

now have access (albeit a 5-hour 

journey by bus) to hospitals in Mizan. 

Other developments include the 

implementation of rural electrifi cation, 

the construction of mobile telephone 

towers enabling Maji to enjoy tele-

communication services for the fi rst 

time ever. 

Showcase Project 5: 
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K
enya has developed the Vision 2030 as the country’s 

blueprint for our development for the period 2008-2030. 

The aim of the vision is to transform the country into a 

newly industrializing middle-income country providing 

a high quality of life to all its citizens. The process of 

developing the vision was undertaken through a par-

ticipatory stakeholder consultation.

The vision hinges on three key pillars: the economic, social and politi-

cal. The economic pillar aims at achieving an economic growth rate of 

10% from 2012 and to sustain it for the next twenty-fi ve years.

Due to external economic shocks, including the international fi nancial 

crisis, and political uncertainties prior to the 2013 general elections, the 

growth rates were not achieved. However, with the positive trend in the 

international arena — where growth is expected to average 3.5% — and 

the elections behind us, Kenya’s economy remains strong and resilient, 

largely on account of bold policies and prudent economic manage-

ment. Growth is on upward trend and is expected to reach 6% in 2014.

The political reforms underpinned by our 2010 constitution, which 

allows for a devolved system of government, present both challenges 

and opportunities to provide services at the grassroots level for socio-

economic transformation.

As indicated in our Budget Policy Statement 2014, the strategy for our 

economic transformation covers some broad areas: i) creating a condu-

cive business environment; ii) investing in agricultural transformation; iii) 

investing in fi rst class infrastructure, including roads, energy and water; 

and iv) entrenching devolution for better service delivery.

We are glad that the African Development Bank has been our strong 

and reliable partner in our development agenda. The Bank’s Country 

Strategies for Kenya have been in line with our economic plans. Spe-

cifi cally, the Bank has supported our vision to construct world-class 

infrastructure in the subsectors of roads, transport and energy. With 

the completion of the Thika Superhighway, the vision of making Nairobi 

a regional transport hub is closer to achievement. The modernization 

and expansion of Jomo Kenyatta International Airport (JKIA) as well 

as the development of geothermal and wind energy supported by the 

Bank are testimony to a close partnership.

Kenya will continue to work with the Bank, as a trusted partner in the 

implementation of our Vision 2030 fl agship projects and as a knowl-

edge bank, and to engage as we enter a critical stage in the develop-

ment and management of our extractive mineral resources.

2.6 Kenya

Cabinet Secretary for 
the National Treasury

Message from 
HON. HENRY K. ROTICH
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Kenya Country Profi le and AfDB 
Engagement
The Republic of Kenya borders Uganda, South Sudan, Ethiopia, 

Somalia and Tanzania. Kenya covers 581,309km2 and had a popu-

lation of about 43m in 2012. The two offi cial languages are English 

and Swahili. Kenya gained independence from British colonial rule on 

Dec. 12, 1963, with Jomo Kenyatta becoming the fi rst President. The 

country practices a multi-party democratic system of governance with 

the President as the Head of State and Head of Government. After 

the disputed election of 2007, an extensive constitutional review was 

undertaken and a new constitution was passed by a wide margin in 

August 2010. Under this constitution, Kenya is divided into 47 semi-

autonomous counties headed by governors; new governors were 

elected in the fi rst general election under the new constitution in March 

2013. Kenya concluded a peaceful transition after those elections. 

The AFDB has been active in Kenya since 1967.

2.6.1. Overall Development Profi le
Kenya’s economy is predominantly service-based, with a relatively 

small industrial sector. In 2012, agriculture contributed about 28% 

of real GDP, the industrial sector about 16% (of which manufactur-

ing contributed about 9.5%) and services, 63%. GDP grew by an 

annual average of around 5.0% in recent years, with agriculture grow-

ing by 2.3% and the industrial and services sectors by 4.0% and 

5.0%, respectively. The short-term outlook is positive, with projected 

GDP growth of around 6% over the next two years, driven mainly by 

higher private investment and increased exports. Services, especially, 

fi nance, ICT and construction, are expected to be the key drivers of 

GDP growth. The discovery of oil, gas and coal in 2012 might have 

the potential to boost Kenya’s overall socioeconomic development, 

but exact deposit quantities as well as fi scal and economic impacts 

are yet to be fully established. 

Kenya has seen improvement in some social indicators and MDGs 

over the last fi ve years. Infant mortality has decreased from 58 per 

1,000 live births in 2008 to 52 in 2011, and the transition from primary 

to secondary education increased from about 64% to 73% over the 

same period. However, signifi cant challenges persist. While above the 

sub-Saharan average, the country’s HDI remains low. In 2012, Kenya 

was ranked 145th out of 186 countries with an HDI of only 0.519. 

Maternal mortality has actually increased (from 414 to 488) over the 

last fi ve years away from the MDG target of 147 per 100,000 births. 

This is attributed to poor access to functional health facilities in rural 

areas, high malaria and HIV/AIDS prevalence, and the high cost of 

maternal health care. To address these issues, the government has 

introduced free maternal health care services and provided free anti-

retroviral drugs to prevent perinatal transmission of the HIV/AIDS 

virus. Access to health facilities and medication is now free for chil-

Table 2.14: Kenya Socio-Economic Indicators

Indicator Year Data

Population (million) 2012  42.7

% Youth (Under Age 24 years) 2012  61.2%

% Female Pop 2012  50.1%

Per capita Income ($) 2011  820

Poverty: % of Pop. below $1.25 per day 2005/06 46%

Gini Coeffi cient 2010 0.477

Infant mortality per 1000 2011 52

Life Expectancy, Total (years) 2012  57.7

Life Expectancy, Female (years) 2012  58.8

Primary Completion Rate, Boys 2005 93.7%

Primary Completion Rate, Girls 2005  91.6%

Adult Literacy, Male 2010 90.6%

Adult Literacy, Female 2010  84.2%

Source: AfDB Statistics Department Data Base, World Bank: World 
Development Indicators, UNICEF, WRI UNDP: Country Reports.
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dren under fi ve. Kenya has achieved MDG 2 (universal primary edu-

cation) and MDG 6 (progress in combating HIV/AIDS) but is off-track 

for attaining other MDGs. 

Kenya’s long-term development blueprint is its Vision 2030. The 

vision aims at transforming the country into an industrializing, middle-

income country providing high quality of life to all Kenyans by 2030. It 

is grounded in three pillars: an economic pillar which aims at an eco-

nomic growth rate of 10% per annum; a social pillar which seeks just, 

cohesive and equitable social development in a clean and secured 

environment; and a political pillar which aims to ensure an account-

able political system that respects the rule of law and protects the 

rights and freedoms of every Kenyan. The pillars are anchored on 

infrastructure development, public sector reform and macroeconomic 

management. Vision 2030 is to be implemented through successive 

fi ve-year Medium Term Plans (MTP). The second MTP (2013-17) aims 

at high growth, reaching 10% in 2018. Priorities include infrastructure 

development to enhance competiveness, investment in irrigation and 

mechanized agriculture to enhance food security, support to value 

addition, poverty reduction, social protection and skills development. 

It includes an emphasis on governance and PFM reforms, transpar-

ency and accountability in the extractive industry, promoting national 

unity and identity, and improving security. 

2.6.2 Country Context

Dimensions of Fragility: Causes and Consequences
Kenya is not considered by the AfDB as a fragile state. However, 

Kenya faces some dimensions of fragility, mainly political and socio-

economic. The violent confl ict following the 2007 elections presented 

a real risk to political stability. What began as a reaction to the con-

tested election quickly degenerated into a violent confl ict among ethnic 

groups. The magnitude of the violence surprised nearly all observ-

ers, exposing longstanding discontent with Kenya’s ‘winner-takes-all’ 

system and the broad perception that some groups were not receiv-

ing a fair share of the country’s resources. In the political sphere, the 

root causes of fragility include politicization of ethnicity, poor adher-

ence to the rule of law, reliance on centralized forms of governance, 

inequitable development and perceived corruption. Social causes of 

confl ict have emerged from generations of political and economic 

disenfranchisement. The new constitution was designed to address 

these issues, proposing new systems and institutions in an effort to 

establish social and economic justice and achieve sustainable peace. 

Another dimension of fragility in Kenya is confl ict in neighbouring coun-

tries, particularly Somalia. The Somali extremist group Al-Shabaab has 

made incursions into Kenya, most recently the Westgate Shopping 

Mall attack of September 2013. In this regard, countries within the EAC 

have resolved to fi nd a collective solution to insecurity in the region. 

Natural Resources and Extractive Industries 
Kenya produces a broad range of vegetables, fruits, oil crops, tubers, 

cereals and pulses. The country was originally endowed with exten-

sive natural forests but deforestation became a major environmental 

challenge. Kenya is considered to be water-scarce; with agriculture 

as the main user of water (it currently consumes about 80% of fresh 

water resources, while domestic and commercial use accounts for the 

rest). Lake Victoria is a main basin supplying the area with enormous 

aquatic resources which are shared with Uganda, Tanzania, Rwanda 

and Burundi, supporting one of the densest but poorest rural popu-

lations in the world. Fisheries are the most economically important 

aquatic resources in Kenya; marine fi sheries within the EEZ and from 

Lake Turkana are under-exploited as Lake Victoria accounts for over 

90% of national fi sh production. Kenya has important wildlife resources 

and its national parks are important for tourism. 

Over the last three years, Kenya has discovered oil, gas, and coal 

deposits in commercial quantities, whose extraction could potentially 

increase the extractive industry’s contribution to GDP from the current 

1% to an estimated 10% in the future. Oil exploitation is expected to 

start in 6-7 years. However, using an extractive industry to promote 

economic growth requires careful planning and important policy chal-

lenges. If these resources are to positively contribute to development, 

Kenya needs to ensure that: (i) its policies prevent the emergence 

of the Dutch disease; (ii) that revenues from the extractive industry 

benefi t all Kenyans; (iii) that there is downstream value addition and 

processing; (iv) that the economy continues to be diversifi ed beyond 

oil and minerals; and (v) that these investments avoid environmental 

damage. In this regard, the AfDB’s EARC in Nairobi recently estab-

lished an Information Center for the Extractives Sector with support 

from UNDP and the governments of Canada, and the UK. This centre 

is designed to encourage knowledge-based dialogue with the aim of 

promoting informed policies for the emerging sector. Major challenges 

for the emerging extractive sectors include outdated legislation, limited 
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capacity for negotiating exploration contracts, and potential confl ict 

over management of resources between national and county govern-

ments. The government is aware of these challenges and has taken 

measures to address them including a review of legislation and rene-

gotiation of contracts and an expressed intention to sign up to EITI.

Regional Integration and Trade 
Kenya is the gateway to East Africa and the largest economy within 

the EAC. Kenya currently enjoys membership in the EAC, COMESA 

and IGAD communities. Kenya is also contemplating membership in 

the wider CES FTA, negotiations for which are due to be completed 

in 2016. Kenya’s neighbours are important trading partners with the 

EAC, accounting for 26% of its exports. Kenyan businesses have 

benefi ted from the liberalization of rules on movement of services in 

the EAC and have played a major role in the recent development of 

South Sudan. Kenya exports agricultural products including tea, coffee, 

and horticultural crops, while its most important imports are crude 

oil, machinery, and equipment. Over the last fi ve years, both exports 

and imports have registered upward trends. Exports averaged 27% of 

GDP with almost half going to Africa, mostly to Eastern African coun-

tries. Imports averaged 46% of GDP, mainly originating from India, the 

United Arab Emirates and China, totalling 35% of GDP on average. 

Refl ecting this, Kenya’s trade balance defi cit remains large, render-

ing the country vulnerable to external shocks. However, the current 

account defi cit has been cushioned by remittances which have risen 

from $611m in 2008 to $1.17bn in 2012. Kenya’s FDI fl ows remain 

below that of its neighbours though investment levels have increased 

from $605m in 2009 to about $840m in 2012. FDI is projected to 

further increase to $2.26bn in 2014, mainly due to investment from 

India and China. Kenya’s foreign exchange position remains solid with 

reserves above $5.5bn, or 3.4 months of import cover. 

Major strides in regional integration include the free movement of 

labour, goods, capital and services under the EAC Common Market, 

which became effective on July 1, 2010. Despite the elimination of 

tariffs, barriers to trade still remain and Kenya is participating in EAC 

mechanisms to resolve non-tariff barriers. While progress is being 

made in agreeing on common standards for EAC states, lengthy, 

non-harmonized border processes and poor infrastructure at border 

posts still pose challenges. Kenya’s infrastructure connectivity with 

its neighbours is improving but remains under considerable pres-

sure. Kenya is devoting substantial resources to improvement of 

regional transport. For example, in March 2012, the Heads of States 

of Kenya, South Sudan, and Ethiopia launched the Lamu Port-South 

Sudan-Ethiopia Transport (LAPSSET) Corridor Project. Kenya has 

also agreed to contribute funding for a new highway from Eldoret to 

Juba in South Sudan. Historically the Mombasa port, second largest 

in Sub-Saharan Africa and key to all transport to central Africa, has 

been a source of considerable cost and delays within the transport 

sector. The government has actively addressed this issue – the port 

has been dredged; new berths have been completed and a modern 

petroleum terminal is planned. The construction of a two-track stan-

dard gauge railway line has been launched from Mombasa to Kisumu 

with eventual extension planned to Kampala, Uganda, and Kigali, 

Rwanda. Finally, South Sudan has requested that the tripartite proj-

ect include provision for railway extension from Kampala to Juba. 

The AfDB has been actively engaged in the development of these 

key regional transport investments. 

Kenya’s 1,690 MW of installed electricity generation is not suffi cient 

for the projected economic growth. Efforts have been made to boost 

availability of electricity through imports from regional Ethiopia. Key 

investments have been made to reinforce Kenya’s position in the 

regional power market by connecting Kenya to Ethiopia, Uganda, 

and in the future, Tanzania. Planned regional transmission lines will 

place Kenya in a position to benefi t from the East Africa Power Pool 

and resulting energy market. Finally, Nairobi’s Jomo Kenyatta Interna-

tional Airport is undergoing expansion to improve air transportation.

Structural Transformation 
Despite Kenya’s position as the most advanced economy in East-

ern and Central Africa, it still faces all the challenges of a low-income 

developing country struggling to achieve middle income status. As 

mentioned above, the economy is service-based, with a relatively 

small industrial sector. Agricultural productivity is still low, mainly due 

to the predominance of small holder farming, outdated techniques, 

lack of access of fi nance, and vulnerability to droughts. Also, there 

is still a lack of linkage between agricultural and industrial develop-

ment. The industrial sector contributes just under one-sixth of GDP, 

which is almost identical to its status in the 1970s. The main impedi-

ments to structural transformation are persistent infrastructure defi -

cits, lack of modernization in the agricultural sector, and a skills gap. 

The government’s efforts to address the infrastructure defi cit and the 

skills gap, youth unemployment, and the modernization of the agri-
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cultural sector will foster the structural transformation of the Kenyan 

economy and make it more inclusive. 

Inclusive Growth and Employment 
Although Kenya has seen sound economic growth over the last 

decade, it has not been suffi ciently inclusive. Kenya’s national pov-

erty level of about 46% remains stubbornly high. It also hides a higher 

prevalence in rural areas (49.1%) compared to that prevailing in urban 

areas (33.7%). Women, single-headed households and pastoralists are 

more likely to be poor. The lack of inclusion is mainly attributed to the 

skewed income distribution (a relatively high Gini coeffi cient of 0.477), 

past resource allocation policies (which neglected several regions), 

and the concentration of productive economic activities within a few 

formal sector activities employing relatively small numbers at high 

income levels. About two-thirds of Kenya’s population is of working 

age and 12.7% of them are unemployed. Youth employment is a par-

ticular challenge – about 80% of Kenya’s unemployed are between 15 

and 34 years of age and the unemployment rates for people around 

20 years old reach 35%. Kenya is still predominantly rural with more 

than two out of three Kenyans living in the countryside, but urbanizing 

rapidly. It is projected that by 2033, 50% of Kenya’s population will 

be residing in urban areas. The urbanization trend, while presenting 

an opportunity for higher economic growth, puts pressure on cities 

to provide jobs. Unemployment in Kenya is almost entirely an urban 

phenomenon, with no difference by gender, while underemployment, 

(people working below their productive levels), is more prevalent in 

rural areas. Unemployment rates are low in the rural areas because 

most of those without other jobs work on family farms. 

Major challenges to youth employment in Kenya are the skills mis-

match and inadequate training for mid-level technicians and artisans 

in current and emerging labour markets. The government has identi-

fi ed youth employment as a priority and has taken a number of mea-

sures to curb youth unemployment. The Kenya Technical and Voca-

tional Education Training Act approved by Parliament in March 2013, 

defi nes the technical and legislative framework for TVET. The Act aims 

to strengthen the relevance and quality of TVET and its linkages to 

industry. Also, the Public Procurement Act 2013 aims to award 30% 

of all national procurement contracts to youth and women, including 

TVET graduates. The AfDB has been a major actor in this subsector. 

Furthermore, the government committed Ksh. 6bn to the “Uwezo 

Fund” (Capability Fund in Kiswahili) to support youth and women 

with interest-free loans as start-up capital for SMEs. These initiative, 

however, require capacity building in tendering, especially for rural 

women and youth.

Climate Change and Transition to a Green Economy
Approximately 42% of Kenya’s GDP and 70% of employment is 

derived from natural resource-based sectors, including agriculture, 

forestry, water and mining, all of which are highly sensitive to climate 

change and variability. In addition, the country’s geographical loca-

tion makes it inherently prone to cyclical droughts and fl oods, which 

in recent years have been increasing in frequency and intensity. The 

2012 Climate Change Vulnerability Index ranks Kenya as one of 

the most climate-vulnerable countries in the world. As drought has 

become more pronounced over the past fi ve years, it has increas-

ingly affected agro-pastoral communities and agricultural productiv-

ity, ultimately threatening the country’s food security. Rain-fed agri-

culture stands out as highly vulnerable to shifting rain patterns and 

droughts. Land degradation driven by overgrazing, deforestation 

and extensive use of biomass as an energy source is exacerbating 

the impacts of the climate change. Kenya ratifi ed the UN Framework 

Convention on Climate Change in 1994 and is taking a number of 

mitigation and adaptation measures to transition to a Green Econ-

omy. Actions include the promotion of green infrastructure to achieve 

energy security and increased renewable energy use, and reforesta-

tion of degraded forests. 

Associated measures to build resilience against climate change are 

underway through the use of irrigation systems and by diversifying 

sources of livelihoods that promote value addition. The development 

of a robust policy and institutional framework has been prepared to 

guide implementation of the National Climate Change Response 

Strategy and Climate Change Action Plan. In December 2011, the 

AfDB approved the fi nancing of a combined loan and grant of $25m 

from the Scaling-Up Renewable Energy Program under the Climate 

Investment Funds (CIF) to support drilling activities under the Menen-

gai Geothermal Development Project in Kenya. The AfDB is also sup-

porting proposals from private sponsors for the Kopere Solar Park 

Project which was endorsed by the CIF in October 2013 with lend-

ing under consideration. Finally, the AfDB is supporting the govern-

ment in preparing a Green Economy Strategy and Implementation 

Plan to guide the transition process to a green, low-carbon, climate 

resilient economy. 
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Private Sector Development
Kenya’s private sector contributes 97% to GDP and provides 80% 

of formal employment. It is composed of a relatively healthy and pro-

ductive formal sector dominated by large businesses (notably, ICT, 

tourism, and fi nance) and a large informal small business sector that 

employs almost nine out of 10 private sector workers. Developing 

skills of MSMEs would signifi cantly boost Kenya’s GDP and generate 

employment. Greater integration of the informal businesses into the 

formal sector through value chain linkages would enhance their credit 

access and productivity. While Kenya’s private sector is considered 

vibrant, there are several challenges that prevent it from reaching its 

full potential. Overarching issues are infrastructure defi cits, corruption, 

lack of a trained workforce and an unfavourable regulatory environ-

ment. Most of the Doing Business Indicators show deterioration in 

Kenya since 2008 with the exception of access to credit. Kenya’s latest 

overall ranking in these indicators at 129 out of 189 countries places 

it behind Rwanda (32nd) but ahead of Uganda at 132nd and Tanzania 

(145th). Kenya’s banking sector is the most developed in the region. 

A number of initiatives, including rapid expansion of money transfer 

through telephones and electronic mobile banking services has raised 

the quality of fi nancial services and expanded access. The M-PESA 

mobile phone-based payment system is a world-class Kenyan inno-

vation which is now being considered for implementation by many 

countries worldwide. Similarly, the M-KESHO banking and M-SWARI 

lending services provide opportunities for the poor to save and borrow 

as little as $1.20 at any point in time. Kenya ranks fairly well in terms of 

banking inclusion indicators – loan access, venture capital availability 

and fi nancing through the equity market. However, a lack of collateral 

often prevents small businesses from accessing credit. 

2.6.3 AfDB Assistance – Highlights and 
Successes 
Since 1967, when the AfDB commenced its support to Kenya, the 

cumulative loans and grants approvals to Kenya amounts to UA1.55bn 

($2.36bn). The largest share of the support has been allocated to infra-

structure (68%), comprising transport (24.8%); power (23.3%); and 

water supply and sanitation (19.9%). The remaining sectoral distri-

bution is as follows: agriculture (10.8%); social sector (10.3%); multi-

sector (4.5%); industry/mining/quarrying (3.2%); fi nance (2.4%); and 

environment (0.9%). The AfDB has a longstanding experience in the 

infrastructure sector in Kenya and has made a signifi cant contribution 

to its development. Among DPs, the AfDB is one of the main players 

in the infrastructure sector in Kenya. 

The AfDB’s ongoing national portfolio in Kenya, as of end-December 

2013, consists of 28 operations with a total commitment of UA778.8m 

($1.18bn). The largest share is allocated to infrastructure (85.7%), 

comprising power (43.5%); water supply and sanitation (27.7%); and 

transport (14.5%). Social sector is allocated 9.0%, and agriculture 

5.3%. The AfDB’s portfolio in Kenya is profi led in the Annex. 

The overarching objective of the AfDB’s Country Strategy Paper (CSP) 

2014-2018 for Kenya is job creation, particularly for the youth, The 

CSP is articulated around two complementary pillars: (i) enhancing 

physical infrastructure to unleash inclusive growth; and (ii) developing 

skills for the emerging labour markets of a transforming economy. The 

main objective of the strategy under pillar I is to create job opportunities 

by establishing a more conducive environment for the private sector 

through investments in physical infrastructure; while that under pillar 

II is to help develop skills of the Kenyan workforce, notably the youth, 

to improve employability and build capacities to start businesses. 

AfDB investments in Kenya have generated important development 

impacts in recent years. For example, the Small-Scale Horticulture 

Development Project has habilitated 7 out of 9 irrigation schemes with 

1,463 hectares (out of 2,886 planned) under irrigation. This has resulted 

in an improvement in household incomes by up to Ksh 28,000 ($325) 

Table 2.15: Kenya Business Climate

 Unit Indicator

Ease of Doing Business Rank Rank 129

Corruption Perception Index 26

Days to Start a business Days 34

Registering Property Rank 163

Getting Credit Rank 13

Enforcing Contracts Rank 151

Protecting Investors Rank 98

Getting Electricity Days 158

Paying taxes Rank 166

Resolving Insolvency Rank 123

Trading across borders Rank 156

Source: World Bank Doing Business Survey, 2013; Transparency 

International Corruption Perception Index, 2013.
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per month. The Community Empowerment Project contributed to the 

implementation of the devolution process by supporting the training 

of 102 county offi cers to improve their competencies in public plan-

ning for county governments. The Menengai Geothermal Develop-

ment Project supported the drilling of 18 wells. Steam from eight wells 

was also tested and discharged with a capacity of 70 megawatts. Six 

kilometres of main trunk sewers were completed under the Nairobi 

River Basin Rehabilitation Project, with an additional 1,000 people 

benefi ting from improved sewerage treatment facility in Nairobi. The 

Green Zone Development Support Project has empowered commu-

nity households, especially women, through the promotion of income-

generating activities. It supports a total of 17,000 households, of which 

at least 6,800 (40%) are women, through mini-irrigation, provision of 

high-value fruit trees and medicinal plants and apiculture. Through the 

Water Services Boards Support Project, a total of 80,000 people in 

the rural areas of the project are benefi tting from improved access to 

water and sanitation; 175,000 people are benefi ting from improved 

water supply in Muranga North and South districts while water and 

sanitation levels have improved for 48,000 people in Kibera.

Through the EARC, the AfDB participates at all levels of aid coordina-

tion. It chairs the DPs Working Group on Education and co-chaired 

the Aid Effectiveness Group with the National Treasury. The AfDB is 

the main DP partner intervening in higher education and skills devel-

opment (TIVET) and has a strong comparative advantage based on 

its experience in Kenya. The EARC also participates in several sector 

working groups including those on roads, water and sanitation, 

energy, and PFM; and hosts the recently established the Information 

Centre of Extractives Sector which has the potential to be scaled up 

to a regional level. The EARC is working with government and other 

stakeholders to carry out analytical and sector work on the state of 

the private sector, regional integration, PFM, devolution, the extrac-

tive industry, green growth, inclusive growth and the state of infra-

structure in Kenya, to produce timely, relevant Knowledge Products 

to inform policy. The AfDB launched its knowledge product on “The 

State of Kenya’s Private Sector” in 2013.
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Support to Kenya 
for Technical and 
Vocational Education 
for Youth

This project was designed immedi-

ately after the 2008 political crisis in 

Kenya when post-election violence 

revealed the malaise of a huge youth 

population that is unskilled, untrained 

and unemployed in a context of pov-

erty. Primary objectives are to improve 

access, equity, quality and relevance 

of TIVET courses. Realization of 

these objectives will add impetus to 

achievement of Kenya’s Vision 2030 

by increasing the employability and 

labour market performance of TIVET 

graduates. Phase 1 of the project has 

been able to achieve the following to 

date:

• Construction of engineering 

workshops in 8 Technical Train-

ing Institutes (TTI). Construction 

is complete and workshops have 

been handed over in 5 of 8 TTIs. 

• Engineering and applied scienc-

es equipment is installed in four 

TTIs. Two TTIs have established 

production units and industrial 

linkages for students. 

• A study to refi ne and update 

national skills inventory in key 

sectors of Vision 2030 was 

completed and a Skills Database 

established at the National Trea-

sury on the same. 

• 131 lecturers completed diploma 

and undergraduate degree 

training in their areas of technical 

specialization, mainly engineer-

ing and applied sciences. These 

are employed in the target TTIs. 

The project is still in progress. The 

Ministry is updating the project’s base-

line data in preparation for the project 

completion report and phase 2. 

Phase 2 of the project will consolidate 

these project outputs and support 

implementation of the project activities 

that were scaled down for budgetary 

reasons. 

Showcase Project 6: 
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O
n behalf of the Government and people of Rwanda, 

I would like to convey our appreciation to the Afri-

can Development Bank for the strong collaboration 

and partnership over the past forty years.  

Rwanda is honored to host the 2014 Annual Gen-

eral Meetings of the African Development Bank 

Group. This landmark occasion, which also coincides with the 20th 

commemoration of the Genocide against the Tutsi, is a testament of 

our long standing cooperation with the Bank. I am convinced that this 

year’s Annual General Meetings will provide a platform to discuss and 

agree on measures that will lay the foundation for a peaceful, secure, 

and prosperous continent whose economic gains benefi t the major-

ity of its population. 

Rwanda has implemented several reforms over the past twenty years 

with the objective of improving the livelihoods of the entire population 

while ensuring peace and security. This inclusive approach to gover-

nance and growth has placed the country on course to realizing its goal 

of a private sector led middle-income economy by 2020. Emphasis has 

been placed on improving the quality of our infrastructure to increase 

access to social services and reduce the cost of doing business.

Measures taken to improve the enabling economic environment includ-

ing through the development of infrastructure have yielded several 

results. For instance, during the past ten years to 2013, our people have 

experienced three major milestones. First, GDP per capita increased 

from USD 225 in 2000 to USD 565 in 2010, increasing further to USD 

693 in 2013. Second, poverty rates decreased from 58.9% in 2000 to 

44.9% in 2011. Marked reductions in poverty were recorded between 

2006 and 2011 with over one million Rwandans being lifted out of 

poverty. Third, income inequality as measured by the Gini coeffi cient 

decreased from 0.51 in 2000 to 0.49 in 2011. Reduced poverty and 

income inequality demonstrate that an increasing number of Rwan-

dans are benefi tting from their country’s economic progress.

Our cooperation with the African Development Bank, since 1974, has 

been central to Rwanda’s economic recovery. The Bank’s interven-

tions in infrastructure, agriculture and rural development, and human 

capital development have contributed to our structural transforma-

tion efforts. The use of instruments such as budget support has sup-

ported key macroeconomic and business regulatory reforms, contrib-

uting to macroeconomic stability and improvements in the business 

regulatory environment. 

Rwanda has embarked on the implementation of its second Economic 

Development and Poverty Reduction Strategy (EDPRS-2) 2013-18 

which is designed to lead the country closer to its middle income 

target. Focus remains on consolidating the gains made in infrastruc-

ture development, developing skills that allow our youth to fi nd remu-

nerative jobs and create their own employment, and strengthening 

the contribution of the private sector. We believe that these priorities 

are fundamental to achieving our objective of ensuring that economic 

progress translates into quality jobs. 

We know that we can continue to count on the African Develop-

ment Bank as we work towards improving livelihoods in Rwanda and 

across the continent. 

2.7 Rwanda

Minister of Finance and 
Economic Planning

Message from 
HON. AMB. CLAVER 
GATETE
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Rwanda Country Profi le and AfDB 
Engagement  
The Republic of Rwanda is a landlocked country located in the east-

central Great Lakes region. It shares borders with Burundi, Democratic 

Republic of Congo, Tanzania, and Uganda. Rwanda relies on the ports 

of Mombasa and Dar es Salaam for its imports and exports. The main 

languages are the native Kinyarwanda plus English and French. The 

country attained independence on July 1, 1962, and faced challeng-

ing post-independence developments that culminated in a civil war 

from 1990-1994. Since the end of the civil confl ict in 1994, signifi -

cant progress has been made in achieving political stability, peace, 

reconciliation and economic and social progress. Economic growth 

has been between 6-8% or more over the past fi ve years, resulting 

in substantial poverty reduction. This success story has been driven 

by two key factors: a national political leadership committed to the 

overall development of the country plus consistent support from DPs. 

Governance reforms including decentralization have been focused on 

securing national reconciliation and local community participation in 

political and economic processes.

The AfDB has provided support to Rwanda since 1974.

2.7.1. Overall Development Profi le
Economic performance in recent years has remained strong in spite 

of external shocks. Real GDP growth increased from 7.2% in 2010 

to 7.5% in 2011 before declining slightly to 7.3% in 2012, refl ecting 

the beginning of the negative impact on growth of the suspension 

of budget support amounting to 1.2% of GDP. Growth continued to 

decline to an estimated 4.6% in 2013, when the impact of the aid 

cuts further unfolded. Growth during 2011-13 was largely driven by 

services and industry, which grew at an average of 7% and 12% 

respectively. Growth in agriculture was moderate at 3% with perfor-

mance being adversely affected by fl uctuations in commodity prices 

and weather conditions. The medium term growth outlook remains 

favourable. GDP growth is projected to benefi t from increased capital 

spending to fi nance the GoR’s strategic investments; increased agri-

cultural productivity due to scaled-up public and private investments 

in the sector; as well as sustained growth in industry and in the service 

sector. Reduced government borrowing from the domestic fi nancial 

sector and stability in DP aid fl ows are expected to drive growth in 

private sector credit with positive effects on GDP growth. Real GDP 

growth is projected to increase to 7.0% and 7.4% in 2014 and 2015, 

respectively. Downside risks to the economic outlook derive from the 

high dependence on DP aid and a fragile global economic recovery.

The services sector accounts for the largest share of Rwanda’s GDP 

(48% in 2013). However, a slowdown in private sector credit growth 

from 35% at end-2012 to an estimated 13% at end-2013 (following 

the delays in budget support disbursements in 2012) has led to a 

marked reduction in service sector growth. Agriculture is the second 

largest contributor to GDP (31%) and employs more than 70% of 

the population. Sustained investments in improved seed varieties, 
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Table 2.17: Rwanda Socioeconomic Indicators

Indicator Year Data

Per capita Income ($) 2012 644

Population (million) 2012 10.5

Youth (14-35 years) % total 2012 39

Poverty, % below national line 2011 44.9

Gini Coeffi cient 2011 0.49

Infant mortality per 1000 2011 50

Maternal Mortality rate per 100,000 2011 476

Life Expectancy, Male 2011 61.4

Life Expectancy, Female 2011 64.5

Primary Completion Rate, Boys 2011 75.1%

Primary Completion Rate, Girls 2011 81.8%

Adult Literacy, Male 2010 25.2%

Adult Literacy, Female 2010 32.5%

Figure 7: Macroeconomic Indicators 2010-15
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fertilizers and land consolidation have continued to boost agricultural 

productivity, particularly for export crops. Driven by construction and 

manufacturing, the industry’s share of GDP increased to 16% in 2013 

from 14% in 2008. The AfDB’s share of the debt relief to Rwanda has 

amounted to $116.1m in NPV terms, equivalent to 16.7% of the total 

assistance from all creditors.

The percentage of the population below the national poverty line ($197 

per year) declined from 56.7% to 44.9% between 2006 and 2011, 

beating the government’s 2012 target. However, the poverty rate still 

falls short of the 23.8% MDG target. Income inequality, as measured 

by the Gini coeffi cient, also decreased from 0.52 to 0.49 during the 

same period. Still, poverty rates remain more than twice as high in rural 

areas (49% in 2011) as in cities (22% in 2011). Strong progress has 

been made toward the MDGs and the country is on course to achiev-

ing fi ve MDG targets: universal primary education, gender equality, 

child mortality, HIV/AIDs, and environmental sustainability. Progress 

on the remaining three MDGs has been mixed. For instance, maternal 

mortality decreased from 1,071 per 100,000 births in 2000 to 476 in 

2011, but remains short of the MDG target of 325.

The second Economic Development and Poverty Reduction Strat-

egy 2013-18, which provides a medium-term framework for achiev-

ing Vision 2020, was adopted in June 2013. Its aim is to contribute 

to the Vision 2020 goal of achieving middle-income status through 

accelerated real GDP growth (averaging 11.5% over the period); the 

poverty rate is expected to fall to less than 30% of the population. The 

strategy focuses on four thematic areas: Economic Transformation, 

Rural Development, Productivity and Youth Employment and Account-

able Governance. EDPRS-2 also aims to consolidate the gains from 

EDPRS-1 (2008-2012). The AfDB partnered with the government in its 

design through analytical work in the energy, transport, and fi nancial 

sectors. The AfDB’s 2012-2016 Country Strategy Paper for Rwanda 

also prioritizes investments in transport and energy infrastructure and 

support to private sector development by addressing skills shortages 

and entrepreneurship development.

Signifi cant progress has been made by Rwanda in improving the 

quality of physical infrastructure. Electricity generation has more than 

doubled from 45 MW to 110.8 MW between 2005 and 2013, lead-

ing to an increase in access to electricity from 2% to 17% during the 

same period. The share of national roads (paved and unpaved) clas-

sifi ed to be in good condition increased from 11% in 2005 to 63% in 

2013 while the ICT composite network coverage rate increased from 

75% to 90% during the same period. However, sustained investment 

in infrastructure development remains critical to improving economic 

competiveness further. 

2.7.2 Country Context

Natural Resources and Extractive Industries 
Rwanda is yet to experience the type of natural resource discoveries 

seen elsewhere in the region. However, mining accounts for 1% of 

GDP and mineral receipts primarily from coltan, cassiterite, and wol-

fram remain a major source of foreign exchange, accounting for 34% 

of export revenues in 2013 (up from 23% in 2010). It is estimated that 

the country has 450 mining sites with about 25,000 artisanal diggers. 

The government is keen on exploiting the country’s mining potential 

and recorded about $70m in mining investments in 2012 (up from 

$24m in 2011). A tagging and traceability programme has been suc-

cessfully implemented in accordance with the 2011 Frank-Dodd Act 

that aims to curb smuggling of minerals from confl ict areas. 

Rwanda is endowed with an estimated 55bn cubic meters of usable 

methane gas deposits found at the bottom of Lake Kivu, with total 

potential energy capacity estimated at 350 MW; pilot projects have 

shown the technical and commercial viability of gas exploitation from 

the lake. The fi rst major methane-to-power project is now under 

construction – the 25 MW KivuWatt project – and is scheduled to be 

completed by 2014. The project sponsor is a private company and 

the AfDB, through its non-sovereign operations window, is fi nancing 

20% of the $128m project cost. The second phase of this project is 

expected to add 75 MW of capacity.

Regional Integration and Trade 
Rwanda is a key proponent of regional integration and has member-

ship in several regional bodies including the EAC, COMESA and the 

Economic Community for the Countries of the Great Lakes (CEPGL). 

Intra-EAC trade more than doubled between 2007, when Rwanda 

joined the EAC, and 2011. Imports increased from $207.1m to $589.3m 

during this period. In 2012, the EAC supplied 35% of Rwanda’s total 

imports, overtaking the 32% from Europe, traditionally the country’s 

largest trading partner. Consumer goods and construction materials 

have been the primary drivers of this increase. Rwanda’s major exports 
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to the EAC (comprising cereals, coffee, tea and vegetables) doubled 

to $81m between 2007 and 2011. As a signatory to the COMESA 

Free Trade Area protocol, Rwanda provides a 100% mutual tariff con-

cession to FTA level COMESA partner states. As a result, Rwanda’s 

intra-COMESA trade increased imports by 260% between 2007 and 

2011 while exports increased almost six fold. At the same time, strong 

domestic demand for industrial and construction materials and con-

sumer goods continues to outstrip the narrow but expanding export 

base, contributing to sizeable trade defi cits. 

Due partly to its landlocked status and poor inter-regional road condi-

tions, Rwanda has some of the highest transport costs in the region, 

estimated at 40% of the value of its imports and exports. This com-

pares to 12% and 36% for Kenya and Uganda respectively. The 2011 

National Export Strategy and 2012 National Cross-Border Strategy 

are aimed at guiding export promotion and diversifi cation, improving 

regional infrastructure and intra-regional trade to narrow the trade defi -

cit. Rwanda is also working with other EAC partner states to develop 

railway connectivity with the ports of Dar es Salaam and Mombasa.

Measures to support the movement of persons, labour and the right 

of establishment are under way. Together with other EAC partner 

states, the country intends to ratify the right of establishment and the 

movement of labour under the Common Market rules. Legislation on 

non-discrimination against citizens of partner states is being prepared 

as well as the EAC Common Market Scorecard to support the moni-

toring of new restrictions on the movement of capital. This will allow 

Rwanda to report on measures aimed at facilitating free movement of 

services under Article 16(1) of the Common Market Protocol. A Sec-

retariat has been established to spearhead Rwanda’s contribution to 

the June 2013 Tripartite Agreements between Kenya, Rwanda and 

Uganda. Rwanda is signatory to the Single Customs Territory and 

the Monetary Union protocols launched in October and November 

2013 respectively.

Structural Transformation 
Efforts to diversify the country’s economy have made substantial prog-

ress. Industry and services have expanded much faster than agricul-

ture over the period 2000-2013; the service sector contributed 52% 

of total growth during this period. Measures to promote the country 

as a leading tourist destination have driven this growth in services and 

tourism is now a signifi cant source of foreign exchange. The hotels 

and restaurants sub-sector has increased by an annual average rate 

in excess of 16% during this period while fi nancial services and ICT, 

two of the government’s priority sectors, are still nascent. 

Agriculture remains the largest source of employment, providing jobs 

to 73% of the workforce. Agricultural commodities (specifi cally, coffee, 

tea, hides and skins and pyrethrum) and minerals make up 77% of 

the country’s exports. Agro-processing industries include tea, maize 

and fruit juices but there are plans to commence the processing of 

rice. Several measures have been implemented to improve agricul-

tural productivity including the adoption of new and improved crop 

varieties and better land management.

Achieving further structural transformation will require at least three 

key measures. First, there is a need to keep improving agricultural 

productivity. Second, there is a need to ensure that the EDPRS-2 

growth targets do not compromise natural resources and environ-

mental sustainability, especially given the country’s very high popula-

tion density. Third, it is essential to diversify public revenue sources to 

ensure adequate funding for infrastructure and develop skills which 

are demanded by the private sector. 

Inclusive Growth and Employment 
Real GDP growth from 2005 to 2011 has benefi tted a large number of 

Rwandans. An estimated 650,000 additional Rwandans were work-

ing in 2011 as compared to 2006; more than 75% of these were 

employed in the non-farm sector. Signifi cant reductions in poverty 

and income inequality have also been realized during the second half 

of the last decade. In particular, over 200,000 households or approxi-

mately 1m Rwandans were lifted out of poverty during this period. 

Extreme poverty declined from 36% to 24% during the period and, 

as noted above, income inequality as measured by the Gini coeffi -

cient also decreased.

Despite this progress, youth unemployment remains a major chal-

lenge in Rwanda, with an estimated 42% of the young people either 

unemployed or underemployed in subsistence sectors. Skills mis-

match is a major cause of youth unemployment. EDPRS-2 has a 

target of creating at least 200,000 off-farm jobs annually, mostly in 

manufacturing, hospitality, construction and mining, transport and 

communication. A National Employment Programme is currently being 

developed to guide the achievement of these job creation targets.
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Signifi cant achievements have been registered in the promotion of 

gender equity and access to productive and economic opportunities. 

The Mo Ibrahim Index of African Governance ranks Rwanda top in 

women empowerment. Moreover, the share of seats held by women 

in Parliament increased from 56% 2008 to 64% in 2013. The structure 

of political institutions is inclusive in other ways as well – Rwanda’s 

Parliament includes representation by youth and disabled people with 

added measures to ensure representation of traditionally marginal-

ized communities and academia. However, more needs to be done 

to address the longstanding inequalities in economic participation. In 

particular, 18% of female workers had remunerated non-farm jobs in 

2010/11, compared to 39% of male workers. 

Climate Change and Transition to a Green Economy
The government aims to become a climate-resilient, low-carbon econ-

omy. EDPRS-2 underscores the need to mainstream environmental 

sustainability into productive and social sectors to reduce vulnerabil-

ity to climate change and gradually transition toward green growth. 

It also aims to promote green urbanization and green innovation in 

the industrial and private sectors. These measures are expected to 

reduce the environmental impact of urbanization, important espe-

cially since 35% of the country’s population is projected to be urban 

by 2020. Other plans include developing an environment and climate 

change innovation centre and a pilot model mine to support inno-

vative green technologies and environmentally sustainable natural 

resource extraction. 

The government also aims to overcome the predominance of fossil 

fuel in energy production by diversifying the country’s energy mix. 

Consequently, EDPRS-2 energy investment program relies on various 

sources of renewable energy resources including hydropower, geo-

thermal, methane gas and peat-based electricity generation. Prog-

ress has been made in preserving and protecting the environment, 

including by mapping, rehabilitating and legally protecting degraded 

ecosystems. A National Climate and Environment Fund has been set 

up to ensure that the green growth objectives are achieved.

Private Sector Development
Rwanda has made signifi cant progress in improving the climate for 

business. It remains the 3rd most competitive country in sub-Saharan 

Africa with low hurdles to starting a business, getting credit, registering 

property and high protections on investment. Further improvements 

will require addressing infrastructure bottlenecks and increasing labour 

productivity. A zero-tolerance policy for corruption, a strong anti-cor-

ruption agency and robust anti-corruption legislation have contributed 

to an improvement in Rwanda’s ranking of the Corruption Percep-

tion Index, making it the fourth least corrupt country in sub-Saharan 

Africa. The country’s Doing Business ranking also improved from 54 

out of 185 in the 2013 ranking to 32 out of 189 in the 2014 rank-

ing, with improvements registered in 8 of the 10 business regulatory 

areas measured by the report (Table 2.18). The government’s focus 

through EDPRS-2 is to leverage these improvements to catalyse both 

domestic and foreign direct investments by addressing the high cost 

of doing business that result from the elevated energy and transport 

costs. The development of quality and relevant skills for the coun-

try’s economic transformation is also a key priority.

More than 80% of Rwanda’s workforce is employed in the private 

sector. SMEs account for 98% of the estimated 123,000 businesses 

operating in the country and provide 84% of the private sector but only 

14,000 fi rms are registered with the Rwanda Revenue Authority, 40% 

for VAT and an even lower 11% for income taxes. Key impediments to 

private sector development include the high cost of energy and trans-

port, skills mismatch, and poor business planning and management 

skills, particularly in SMEs. A Private Sector Development Strategy 

was adopted in June 2013 to address these bottlenecks, facilitate 

investment and private sector growth. To address its energy needs, 

Rwanda is participating in regional energy infrastructure investments 

including the AfDB funded Nile Equatorial Lakes Subsidiary Action 

Program (NELSAP) transmission lines with DRC and Uganda and the 

Table 2.18: Rwanda Business Climate

 Unit 2014 Indicator

Doing Business Rank Rank 32/189

Corruption Control Index 49/177

Days to Start a Business Days 2

Property Registration Rank 8/189

Access to Credit Rank 13/189

Contract Enforcement Rank 40/189

Investor Protection Rank 22/189

Access to Electricity Days 30

Tax Payments Rank 22

Source: World Bank Doing Business, 2014
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regional Rusumo hydro power project. These investments will allow 

Rwanda to benefi t from the relative cheaper power from the region. 

2.7.3 AfDB Assistance – Highlights and 
Successes
Since the commencement of the AfDB’s support to Rwanda in 1974, 

it has approved loans and grants amounting to a total commitment of 

UA1.5bn ($2.28bn) as of December 2013. The largest share of this 

support has been allocated to infrastructure (31.7%), with agriculture 

(24.9%), multi-sector (21.1%) and social sector (17.1%) following. 

Support to fi nance, industry, communications and the environment 

jointly accounted for 5.2% of the cumulative commitments during 

this period. Hence, the AfDB has made a signifi cant contribution to 

the development of Rwanda’s infrastructure, rural development and 

enhanced food security, as well as structural reforms. 

The overarching objective of the AfDB’s Country Strategy Paper (CSP) 

2012-16 for Rwanda is to promote economic competitiveness for 

accelerated poverty reduction and inclusive growth. The CSP has 

been articulated around two complementary pillars: (i) infrastructure 

development and (ii) enterprise and institutional development. Inter-

ventions in infrastructure are designed to address the country’s energy 

and transport bottlenecks while support under pillar 2 is aimed at 

bolstering local entrepreneurship for job creation. 

The AfDB’s ongoing portfolio in Rwanda at end-2013 consisted of 

24 operations, including 10 public sector projects, nine multinational 

projects and fi ve private sector operations. These operations have 

a total commitment value of UA365.61m. Infrastructure represents 

the largest share of the ongoing portfolio (62.4%) with nine projects 

distributed across three sectors including energy (23%), transport 

(31%) and water/sanitation (8.4%). Agriculture (14%), private sector 

(11%), multi-sector (8.6%) and human development (4%) are the 

other sectors being supported by the AfDB. Its portfolio in Rwanda 

is profi led in the Annex.

The AfDB’s investments in Rwanda have generated important devel-

opment results in recent years. For instance, the Rural Water and 

Sanitation project has funded the construction of eight water supply 

systems spanning 248km in seven districts, enabling 467,320 people 

to benefi t from new or improved access to water. The average dis-

tance travelled to collect water has consequently fallen from 2km to 

500m, in turn reducing the average travel time to the nearest water 

point from 1 hour to less than 10 minutes. 

Human development support has provided full scholarships in sci-

ence and technology to 190 female students across three national 

universities for the 2013 academic year, contributing to a 98% reten-

tion rate for female students in science and technology in the three 

benefi ciary universities. The Competitiveness and Enterprise Devel-

opment Project supported the creation of 1,103 new jobs and about 

300 SMEs were coached and mentored, of which 221 have obtained 

credit guarantees from the Business Development Fund. The credit 

guarantees enabled 118 SMEs to access funding from commercial 

banks, 58 of which are female-owned businesses. The Bugesera 

Agricultural Development Project funded the rehabilitation of 400ha 

of marshland, all of which is now under rice production. Upgrading 

of 50km along the Nyamitanga-Ruhwa-Ntendezi-Mwityazo multi-

national road has increased all-weather road accessibility, reducing 

vehicle operating costs and doubling the average monthly house-

hold incomes in the project region. Rehabilitation of 31.24km along 

the Butare-Kitabi-Ntendezi road reduced travel time by almost a third 

and vehicle operation costs by 25%.

The AfDB has established itself as a key DP with leadership roles in 

the transport, energy, and private sector development. In 2012 the 

government asked the AfDB to undertake production of three knowl-

edge products in energy, transport, and SME fi nancing through the 

capital markets to help inform the respective sector strategies under 

EDPRS-2. The AfDB continues to play a lead role in aid coordination 

and harmonization. It co-chaired the Budget Support Harmonization 

Group numerous times and also co-chaired the water and sanita-

tion Sector Working Group (SWG) from 2011 to 2013. In line with 

the revised division of labour among DPs, the AfDB was designated 

co-chair for the transport and private sector development and youth 

employment SWGs in September 2013. 
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Promotion of Inclusive 
Growth in Rwanda 
by Addressing Skills 
Gaps 

Approved April 2013: 
Skills, Employability and 
Entrepreneurship Programme 
(SEEP)

AfDB’s Africa Economic Outlook 

2012 highlights that a key factor af-

fecting the 42% youth unemployment 

rate in Rwanda is a signifi cant skills 

mismatch, with high skills defi cits. As 

part of the AfDB’s overarching objec-

tive of promoting inclusive growth, 

the Bank is committed to improving 

Rwanda’s skills for competitiveness, 

ensuring that skills of the workforce 

better match the opportunities and 

requirements of today’s job market.

To help deliver on this objective, the 

AfDB is supporting the government’s 

‘Skills, Employability and Entrepre-

neurship Programme’ (SEEP) via a 

Policy Based Operation, designed as 

a Sector Budget Support through an 

ADF loan of UA8.42m and grant of 

UA17.19m. The overarching goal of 

SEEP is to support policy reforms to 

promote inclusive growth and pov-

erty reduction. The AfDB’s support 

will go toward supporting a sector 

programme of expenditures and re-

inforcing the implementation of policy 

measures for reforms aimed at ad-

dressing critical skills gaps, relevant 

job market education and innovative 

entrepreneurship. The expected out-

comes are reduced skills mismatch 

between supply and demand in the 

labour market and innovative devel-

opment of entrepreneurs.

The government has made excep-

tional strides toward implement-

ing universal secondary education 

throughout the country and begin-

ning to address the skills defi cit that 

is negatively affecting the country’s 

growth potential. To help maintain 

this momentum, the AfDB’s support 

for SEEP is particularly impactful be-

cause it provides the government the 

necessary resources to implement 

critical programmes on education 

and employment for inclusive growth 

and poverty reduction. 

Women’s limited access to non-

farm employment remains a key 

driver of their comparatively higher 

poverty-level. However, considering 

approximately 40% of all regis-

tered entrepreneurs in Rwanda are 

women, there is signifi cant demand 

for opportunities that support women 

entrepreneurs in Rwanda. To meet 

this demand, women and youth 

seeking off-farm income-generating 

activities will be direct benefi ciaries 

of SEEP through the development of 

in-demand skill sets, entrepreneurial 

capabilities and access to business 

advisory services. 

Showcase Project 7: 
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Port de Victoria by Jean-Louis is licensed under CC BY-NC 2.0
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I
t gives me great pleasure to share these few thoughts at the momen-

tous occasion as the African Development Bank (AfDB) celebrates 

its 50th Anniversary. 

The Bank has been a longstanding partner of Seychelles over the 

last three decades. During this time, the Bank has supported com-

mendable projects in various sectors of the economy, which have 

contributed toward the good social and economic benefi ts that the 

Seychellois people enjoy today. 

It is also fi tting that the 50th year anniversary of the AfDB coincides 

with the fi fth of Seychelles’ macroeconomic reform programs. The 

Bank has been a key partner in supporting our program of economic 

reform and transition, which began in 2008. The extension of the 

Policy Based Partial Guarantee Facility in 2009 was critical to our 

commercial debt restructuring program and a key element of the 

economic reform program. At that time, the Bank became the fi rst 

international fi nancial institution to provide such a lending instrument, 

which highlighted its willingness to take on an exceptional level of risk 

in support of its members. That guarantee facility, and subsequent 

efforts, have helped put the Seychelles economy back on the trajec-

tory toward fi scal sustainability and growth.

As Seychelles marked fi ve years since the commencement of the 

reform program at the end of 2013, the occasion was one of both 

introspection and projection for the country. While recognizing the 

achievements made such as restoring fi scal stability, reducing debt to 

more sustainable levels, introducing more a more predictable monetary 

policy framework, liberalization of the economy, public sector reform, 

and fostering private sector development, we recognize that further 

reforms are needed. The Government of Seychelles is now focusing 

on consolidating the progress achieved through a second generation 

of reforms that inter alia address some of the structural bottlenecks 

and vulnerabilities of a small island state, ensure greater inclusivity, 

provide access to economic infrastructure and increase the role of 

the private sector in economic activity. 

The current framework of support by the Bank, the Country Strategy 

Paper (CSP) 2011-15 for Seychelles, which was recently reviewed, 

is well-aligned to the changing Government agenda and new reform 

efforts. I continue to be convinced that the convergence and relevance 

of the strategic choices made by the Bank and Government bode 

well for the future and will cement the role of the Bank as a partner of 

choice, and Seychelles as a determined and resilient country.

On behalf of the Government of Seychelles, I once again congratulate 

the Bank for its achievements through the past 50 years, and wish 

the institution more success. I would like to reiterate the gratitude 

of the Government of Seychelles for the Bank’s invaluable support 

to our development efforts. Seychelles stands ready to continue to 

support the Bank to fulfi l its role as the continent’s premier develop-

ment fi nance and knowledge institution. In conclusion, I would like to 

express our sincere gratitude to the Bank for its invaluable support 

to our development efforts.

2.8 Seychelles

Minister of Finance, Trade 
and Investment

Message from 
HON. PIERRE LAPORTE
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Seychelles Country Profi le and AfDB 
Engagement 
The Republic of Seychelles consists of over 115 islands with a total 

land area of 445 km2 scattered over 1m km2 of sea in the western 

Indian Ocean. The three main inhabited islands are Mahé, where the 

capital city of Victoria and more than 90% of the population of 88,000 

are located, as well as Praslin and La Digue. Seychelles’ closest neigh-

bours are the Indian Ocean islands of Comoros, Madagascar and 

Mauritius; it lies approximately 1,500km away from the African main-

land. The principle languages are Creole and English.

Seychelles obtained independence from Britain in June 1976, becom-

ing a republic. The incumbent President H.E. Mr. James A. Michel, 

took offi ce in 2004, following the resignation of Mr. Albert Rene. The 

President, who is also the leader of the Seychelles People Party, was 

subsequently elected as Head of State in the multiparty elections held 

in 2006 and 2011. The country was then governed by a coalition gov-

ernment until 1977, when a one-party system was established. A new 

multi-party system was established in 1993 following a referendum 

and the adoption of a new constitution, marking the beginning of the 

Third Republic. The country has enjoyed a stable political system, 

performing well on political governance indicators.

The AfDB commenced operations in Seychelles in 1978.

2.8.1. Overall Development Profi le
Seychelles is an upper middle income country with a GDP per capita 

of $11,640. The country has a small, undiversifi ed and largely services-

based economy, with the tertiary sector contributing about 70% of GDP. 

The primary and secondary sectors contributed about 14% and 2% to 

GDP in that year, respectively. Taxes and subsidies contributed 13.5% 

to GDP. The economy is mainly driven by the tourism sector, which 

contributes about 33% to GDP and is the main employer. While the 

fi sheries sector contributes only 1% to GDP, it is an important earner 

of foreign exchange. Due to its small domestic market and undiver-

sifi ed economy, the country is highly dependent on imports (98% of 

all consumption products are imported, of which petroleum products 

make up the bulk). Seychelles has limited land, private sector capital, 

or human resources, which restricts its ability to benefi t from econo-

mies of scale. The country is exposed to external vulnerabilities due 

to high dependence on tourism and imports. Over the last fi ve years, 

the contribution of the primary sector has contracted largely on the 

back of a decline in fi shing caused by piracy. The industrial sector’s 

contribution to growth has fl uctuated; it is mostly made up of con-

struction of commercial and residential estates. The tertiary services 

sector has remained the biggest contributor to growth on the back 

of resurgent tourism since 2008. This is as a result of strengthened 

efforts to diversify into new markets particularly Eastern Europe, the 

Emirates, China and Africa. 

The fi nancial crisis of 2007 saw the country default on its debt obli-

gations, as debt-to-GDP ratio reached 150%. This led to the design 

of an extensive reform program in which debt-restructuring was key. 

Since 2008, the country has embarked on economic reforms (with 

-40.0 

-35.0 

-30.0 

-25.0 

-20.0 

-15.0 

-10.0 

-5.0 

0.0 

5.0 

10.0 

Budget balance % GDP Current account % GDP 

Real GDP growth CPI inflation 

2010 2011 2012 2013 (e) 2014 (p) 2015 (p)

Table 2.20: Seychelles Socio-Economic Indicators

Indicator Year Data

Population 2012 88,303

% Youth (Under Age 14 years) 2012 22.3%

% Female Pop 2012 51%

Per capita Income 2012 11,640

Poverty % <$1.25 per day, M 2007 0.3%

Poverty % < $1.25 per day, F 2007 0.3%

Human Development Index 2013 0.806

Infant mortality per 1000 2012 11.3

Life Expectancy, Male 2012 69.3 years

Life Expectancy, Female 2012 79.5 years

Primary Completion rate, both sexes 2011 125%

Adult Literacy, both sexes 2010 6%

Figure 8: Macroeconomic Indicators 2010-15
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a goal to reduce debt to GDP ratio to 50% by 2018) coupled with 

monetary and exchange rate policy reform, fi nancial sector regulatory 

reform, public sector reform and business environment reform. The 

government succeeded in signifi cantly reducing the public debt-to-

GDP ratio to 70% as of December 2013 (with external debt at 38% 

of GDP). Regarding growth performance, Seychelles’ real GDP grew 

by 3.5% in 2013, up from 2.8% in 2012, mainly driven by the tourism 

sector, which grew by 10% in 2013. The diversifi cation of tourist mar-

kets contributed to the growth in the sector, with increased arrivals 

recorded from non-traditional markets particularly Asia. In 2014, real 

GDP is expected to grow by 4.3%, as hotel investments in the tour-

ism sector come on stream and fi shing contributions increase due to 

the completion of a new fi shing quay on Mahé. Although decreasing 

strongly in recent years, Seychelles’ current account defi cit remains 

large, estimated at 25.5% of GDP in 2013. There is a clear need for 

Seychelles to further diversify its productive base and markets to sup-

port growth and reduce the vulnerability to external shocks. 

Seychelles is one of the six upper-middle-income countries in Africa 

and leads the continent in terms of human development ranking. In 

UNDP’s 2013 Human Development Report, Seychelles was ranked 

fi rst in Africa and 46th out of 187 countries worldwide, well above the 

African average of 0.47. According to the 2013 Millennium Develop-

ment Goal (MDG) progress report, Seychelles has fully met MDG 2 

and 5; partially achieved MDGs 1, 3, 4, 7 and 8 and has not achieved 

the goal related to combating HIV/AIDS, malaria and other diseases, 

MDG 6. Seychelles is making progress toward achieving the sub-

targets under each goal and its strong social indicators refl ect exten-

sive social and health protections provided to the population. Abject 

poverty does not exist in Seychelles, with only 0.3% of the population 

living below the international poverty line of $1.25 per day in 2007. 

According to a 2010 survey however, 13% of the population was 

found to be below the proposed national poverty line of $3 per day, 

suggesting there are pockets of poverty. These mainly refl ect gender 

biases (on average, women earn less than men and there are more 

single mother households) and diversity of occupation (more informal 

workers are deprived than formal workers). However, the government 

provides a comprehensive social welfare program and income trans-

fers, with 3% of the population receiving benefi ts in 2013.

“Seychelles 2017” approved in 2007 outlines a vision for the coun-

try’s overall development, which seeks to double GDP by 2017. A 

new Medium Term National Development Plan is currently being fi nal-

ized, which intends to succeed other existing strategic documents.

2.8.2 Country Context

Natural Resources and Extractive Industries 
Seychelles has a “blue” economy, based on fi shing in its Exclusive 

Economic Zone (EEZ), and tourism. Beyond this, the country has 

limited natural resource endowments. The fi shing sector is the main 

earner of foreign exchange, contributing approximately 80% to foreign 

exchange earnings but only 11% to employment. While canned tuna 

is the main fi sh export, the country intends to diversify into other fi sh 

products and species, also promoting domestic participation in the 

sector. The AfDB is currently supporting a Mari/Aqua Culture Develop-

ment Plan to support these efforts. 

Oil exploration has been underway for over 30 years but has recently 

become more important. The country is currently exploring for petro-

leum within its EEZ, with two exploration licenses having been awarded 

and a fi rst commercial extraction expected by mid-2014. Through the 

newly created Petro Seychelles, the country also opened up a second 

round of exploration licenses in June 2013. In preparation for potential 

oil revenues, the government has begun reviewing legislation, taxa-

tion and inter-generational wealth sharing options in the sector. The 

government also stated its willingness to adopt transparent practices 

in 2013 and is in the process of signing up to the Extractive Industries 

Transparency Initiative (EITI).

Regional Integration and Trade 
Seychelles has been a proactive player in Regional Economic Com-

munities and enjoys an open trade regime, but its small market size 

and geographical remoteness hamper it from reaping extensive 

benefi ts from regional integration and trade. Seychelles is a member 

of the COMESA FTA, the Indian Ocean Commission and SADC FTA. 

The country signed an interim EPA with the European Union, its 

main trading partner, in 2011. Seychelles submitted its application 

for membership to the WTO in 1995 and has advanced the process 

toward accession, aiming for completion in 2014. 

As mentioned above, the country imports 98% of all its consumer 

goods, with oil being the main import followed by food items and 

machinery. Its main export countries are the EU (led by France and 
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the United Kingdom), while the main import markets are United Arab 

Emirates followed by the EU (led by Spain and France). These narrow 

trade relations expose the country to external shocks; the European 

fi nancial crisis, for example, led to a drastic decline in tourism reve-

nues. The countries’ average current account defi cit has been 30% 

of GDP since 2007. Overall, Seychelles has an open trade regime: 

94% of imports enter at a 0% rate, with an average tariff rate of 4.6% 

on agricultural products and 0.3% on non-agricultural products. The 

country has few non-tariff barriers and good customs and trade facili-

tation systems, as well as appropriate immigration procedures. The 

country has good domestic infrastructure but limited regional infra-

structure other than a submarine ICT cable. Its geographic remote-

ness does not favour connectivity and trade with IOC countries and 

mainland Africa. The authorities are currently in the process of design-

ing Seychelles’ fi rst Regional Integration Strategy.

Structural Transformation 
Seychelles is seeking to diversify beyond the tourism and fi sheries 

sectors. Recent improvements in fi nancial sector regulation and ICT 

connectivity make this a possibility; their growth over the last three 

years suggests that the country has an opportunity to explore ser-

vice-based growth. Otherwise, the country’s geographic challenges, 

limited natural resource base and small population have made struc-

tural transformation diffi cult. Therefore, the country has exploited its 

limited but diverse land and water resources to promote land-based 

(hotels, resorts and private housing) and sea-based (fi shing, diving, 

and snorkelling) tourism; to expand its tourism sector offerings, the 

government expects to develop eco-tourism options. 

While the Seychelles ranks highest in Africa based on the African 

Infrastructure Development Index, its infrastructure platform is near-

ing stretching point. To address this, the government has drawn up 

its fi rst Public Sector Investment Plan to underpin investments in eco-

nomic infrastructure and is reviewing legislation to promote private 

sector participation in infrastructure development. The AfDB is currently 

supporting the Seychelles to develop an Infrastructure Action Plan to 

inform investments needed in the transport and energy sectors. Also, 

going forward, the AfDB has offered to support the potential develop-

ment of the extractive industry (through use of the African Legal Sup-

port Facility for contract negotiation and management), which could 

contribute further to structural transformation, and toward the devel-

opment of a DP donor coordination mechanism. 

Inclusive Growth and Employment 
Following the 2007 crisis, the country has experienced a re-bound in 

GDP growth rates but these remain lower than pre-2008 levels. The 

government embarked on an economic reform program to reduce 

its role in public life, reduce the size of the public sector and reduce 

social welfare benefi ts. Recent growth rates have not yet translated 

into broad economic gains for all, but they have helped the country 

improve the overall macroeconomic conditions. 

While the current levels of unemployment are below 2%, signalling 

close to full employment, there is a high youth unemployment level of 

20% and critical skills gaps. The government is preparing a National 

Employment Policy to guide its direction. Furthermore, the govern-

ment (with the assistance of the AfDB) plans to undertake a human 

resource skills audit to identify skills needed to drive the future econ-

omy. The government has been seeking employment options for all 

productive social welfare benefi ciaries while streamlining the benefi ts 

contributions. 

Climate Change and Transition to a Green Economy
Seychelles has experienced over 16 climate-related disasters since the 

mid-70s. Due to its climatic vulnerability, the government has made 

efforts to conserve the environment and Seychelles is regarded as a 

pioneer in environmental protection and conservation. The country 

is a signatory to the United Nations Convention on Biological Diver-

sity and the UN Framework Convention on Climate Change with its 

National Climate Change Strategy approved in 2009. The Seychelles 

Sustainable Development Strategy (SSDS) 2012-20 aims to transform 

the previous two Environmental Management Plans into a National 

Strategy for Sustainable Development. Consequently, the country has 

one of the highest percentages of protected areas in the world, with 

about 47% of total land area designated as environmentally fragile 

and under protection. Seychelles’ 115 islands are, however, likely to 

be affected by global warming and climate change, notably through 

a rising sea level and coral bleaching, extreme fl oods and droughts. 

Environmental challenges include increasing urbanization and a rise in 

land-use confl icts, higher demand for energy and freshwater, greater 

need for the treatment of waste water plus threats from invasive species. 

Thus far the country has not integrated climate change into its existing 

SSDS but there are discussions regarding a regional climate change 

policy unit going on at a regional level. The country requires increased 
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institutional and human capacity in this area. Nevertheless, recogniz-

ing the need to “green” its path toward economic development (par-

ticularly as 100% of their energy is powered by fuel oils), the govern-

ment approved a new Energy Bill in 2012 allowing independent power 

producers to generate and distribute energy into the main electricity 

grid, using power from renewable energy sources. This should sup-

port the country’s goal to have 15% of its energy sourced from renew-

able sources by 2030.

Private Sector Development
Seychelles’ business environment has improved since the launch of the 

comprehensive reform program in 2008, but further effort is needed 

to stimulate private sector activity, competitiveness, and economic 

diversifi cation. Since that time, the government has implemented a 

number of legislative, regulatory and institutional reforms to improve 

the business environment and support private sector-led growth. 

These include the establishment of the Seychelles Licensing Author-

ity to oversee internal licensing, the Seychelles International Business 

Authority for offshore activities, and the adoption of the Investment 

Act 2010 creating the Seychelles Investment Board to attract foreign 

investors and promote Public-Private Partnerships. A new commer-

cial division created within the Supreme Court is expected to shorten 

delays in the handling of claims. Furthermore, the insurance regulatory 

framework has been strengthened. These reforms are showing positive 

results. In the World Bank’s Doing Business Report 2014, Seychelles 

is ranked 6th among SSA countries and 80th globally. The 2013 Global 

Competitiveness Report ranked Seychelles 76th out of 144 countries. 

Other than market size (142nd), the country’s position is weakest in 

fi nancial market development (94th) and business innovation (93rd). 

To tackle the persisting weaknesses, the government has recently taken 

measures to encourage the banking sector to strengthen its outreach, 

improved business licensing processes and begun to address regu-

latory issues in the energy sector (tariffs policy, independent power 

producer regulation) to attract private producers. To promote access 

to fi nance (a key barrier to MSMEs growth) and further develop the 

fi nancial sector, a number of measures have been taken. SME fi nanc-

ing is specifi cally being addressed through dedicated government-

sponsored facilities via commercial banks and the Small Business 

Financing Agency. The AfDB approved a Policy-Based Operation 

in December 2013 that will support the MSME sector by improving 

access to fi nance and fi nancial services.

2.8.3 AfDB Assistance – Highlights and 
Successes 
The AfDB commenced operations in Seychelles in 1978 and has 

approved 26 operations amounting to UA108.5m ($166.6m) as 

at December 2013. There were no approvals between 2001 and 

November 2006 when the country was under sanction, except for 

an emergency assistance grant worth $500,000 to address the 

tsunami disaster in January 2005. Most of the AfDB’s operations 

have been in the social sector (30%), followed by multi-sector (23%), 

infrastructure (22%; comprising transport, water supply and ICT), 

agriculture (11%) and the fi nancial sector (8%). The sector distribution 

over the years refl ected government priorities, which were to provide 

the population with adequate social services. The AfDB through its 

interventions has signifi cantly contributed to the country’s strong 

human development indicators and the establishment of a robust 

infrastructure platform. 

Since re-engagement in 2009, the AfDB has been assisting the gov-

ernment in undertaking multi-sector reforms aimed at transforming 

Seychelles’ economic landscape. One of the most successful AfDB 

interventions in Seychelles is a policy-based partial risk guarantee 

approved in December 2009. The AfDB’s $10m Policy-Based Partial 

Credit Guarantee operation was designed to complement a budget 

support loan of €15m to support economic governance reforms. 

These reforms enabled the government to successfully restructure 

its high commercial debt at the time and restore macroeconomic 

stability, which renewed investor confi dence in the economy. 

Table 2.21: Seychelles Business Climate

  Unit Indicator

Ease of Doing Business Rank Rank 80

Control of Corruption Index 51

Days to Start a business Days 39

Registering Property Rank 69

Getting Credit Rank 170

Enforcing Contracts Rank 82

Protecting Investors Rank 68

Getting Electricity Days 137

Trading across borders Rank 29

Paying Taxes Rank 19

Source: World Bank Doing Business, 2014
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The main focus of the AfDB’s Country Strategy Paper (CSP) 2011-15 for 

Seychelles is to strengthen private sector development and economic 

competitiveness. The CSP has three sub-components: (i) infrastructure 

development; (ii) economic and fi nancial governance; and (iii) human 

capacity development. Interventions under the infrastructure sub-

component are designed to improve access to water and sanitation 

and improve ICT infrastructure, while those under the economic and 

fi nance governance sub-component are aimed at strengthening the 

foundations of economic growth through strengthened competitiveness 

to promote inclusive and sustainable economic growth. These two sub-

components are complemented by a human capacity development 

sub-component that aims to assist the country in addressing critical 

skills shortages and building capacity in fi nancial sector development, 

private sector development and public sector management. 

The AfDB’s ongoing portfolio in Seychelles as at December 2013 had 

a total net commitment of UA28.4m and comprised seven operations, 

including three projects, two studies, one policy-based partial risk 

guarantee (PBPCG), and one emergency relief assistance package. 

Multi-sectoral operations (partial credit guarantee, statistical capacity 

development, emergency relief and budget support) accounted for 

74.5% of the portfolio’s value, followed by the infrastructure sector 

(ICT and water and sanitation) with 24.9%, and the agriculture sector 

with 0.6%. The AfDB’s portfolio in Seychelles is profi led in the Annex.

The AfDB’s interventions in Seychelles have generated important de-

velopment results. For example, as a result of the PBPCG, Seychelles 

has been able to complete its debt-restructuring in 2013, which began 

in 2009. This has facilitated a massive reduction in the debt to GDP 

ratio from 150% in 2008 to 71% in 2013. The AfDB became the fi rst 

international fi nance institution to use a partial credit guarantee scheme 

to support a countries’ debt restructuring. Furthermore, the AfDB’s 

support to ICT development has led to more than a threefold reduction 

in the cost of internet services since 2012. 

As a result of analytical work on regional integration in the Indian Ocean 

Community undertaken during 2012, the AfDB is reviewing strategic 

options for providing support to its RMC small island states. In addi-

tion, the upcoming study to propose an Infrastructure Action Plan for 

Seychelles will be the fi rst of its kind nationally and will inform options 

and opportunities for investment in the transport and energy sectors. 

To complement this work, the government has also asked the AfDB to 

support the development of a regulatory framework for Public-Private 

Partnerships commencing in 2014.

Supporting Seychelles and the Region 
with Better ICT Infrastructure

The AfDB funded Seychelles East Africa Submarine (SEAS) cable 

links the country to mainland Africa at Dar es Salaam. The instal-

lation of the SEAS cable was completed in 2013 and has been 

instrumental in improving internet connectivity in Seychelles and 

on the mainland, and has drastically reduced the cost of internet 

services by a factor of three. Building on the success of this opera-

tion, the Government of Seychelles has recognized the value of 

competition in delivery of ICT services and has requested the AfDB 

to provide further support to develop a regulatory framework for 

the sector. This is also aimed at improving and enforcing quality of 

service standards. 

Showcase Project 8: 
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T
he collapse of central state authority in 1991 led to the 

destruction of public and private assets and economic 

and social infrastructure including agricultural and indus-

trial productive capacity. Following a long process of rec-

onciliation involving various stakeholders, a Transitional 

Federal Government of Somalia was established, which 

was succeeded by an elected Federal Government of Somalia (FGS) in 

August, 2012. Since coming into offi ce, the FGS has made progress in 

adopting the federal structure and consolidating national unity as well as 

signifi cant progress in peace building, state building and economic recov-

ery programmes. Also, gains continue to be made on the security front in 

combating al-Shabab. Due to strong international efforts and collabora-

tion with Somali authorities, piracy off the coast of Somalia has declined 

considerably over the past few years. 

Economic recovery continues to be hampered by the still challenging se-

curity situation, poor infrastructure and limited fi nancial resources in most 

regions of Somalia. The Somali economy continues to rely on high levels of 

aid and remittances. Youth unemployment, the provision of social services 

such as education and health, and building sustainable livelihoods continue 

to be key economic development challenges. However, the Somalia New 

Deal Compact was endorsed on Sept. 16 by the Federal Government 

and the international community with pledges amounting to €1.8bn. The 

Compact lays out the critical priorities under the fi ve peace and state build-

ing goals that have been endorsed as part of the New Deal principles for 

engagement in Fragile States, and also includes a Special Arrangement 

for Somaliland. The Compact will guide international support to Somalia 

over the next three years (2014-2016). Development fi nancial assistance 

will be mobilized and channelled through a proposed new fi nancial archi-

tecture called the Somali Development and Reconstruction Facility (SDRF), 

which is expected to bring together several existing and new funds under 

a consistent governance platform. 

In order to rebuild the Somali economy and provide better service deliv-

ery, the FGS has developed a two-year Economic Recovery Plan (ERP) 

2014-2015 that was presented alongside the Compact. The ERP aims to 

provide a common vision for Somalia’s pathway to economic recovery. The 

Plan sets out principles that will guide the transition from emergency relief 

to early country recovery and development, identifi es priority sectors and 

programmes for quick economic recovery, and also lays the foundations 

for subsequent growth and development. The ERP is based on existing 

sector strategies and policies, where these are available, so as to facilitate 

a quick and streamlined implementation. 

With AfDB at the forefront, the international community continues its re-

engagement programme with Somalia through broad recognition and 

support for the FGS. A new UN Mission to Somalia – UNSOM – was 

established in June 2013, and is based in Mogadishu and led by a Spe-

cial Representative of the Secretary General. UN agencies, bilateral and 

multilateral partners are committed to returning to Mogadishu from Nairobi. 

A number of partners have established some form of presence close to 

Mogadishu International Airport. Countries such as the UK and Turkey have 

already established embassies while others have promised to do so and 

have nominated Ambassadors.

The Federal Government of Somalia is very appreciative of the African 

Development Bank’s determination to engage with Somalia to alleviate the 

country’s fragility and ensure its return to growth and economic development, 

with tangible assistance in critical areas such as public fi nance manage-

ment, debt management, and statistics capacity building.

Minister of Finance

Message from 
H.E. HUSSEIN 
ABDI HALANE  

2.9 Somalia
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Somalia: Country Profi le and AfDB 
Engagement 
Situated in the Horn of Africa, the Federal Republic of Somalia lies 

along the Gulf of Aden and the Indian Ocean. It is bordered by Dji-

bouti to the northwest, Ethiopia to the west, and Kenya to the south-

west. The country’s area of 637,657 km2 is largely arid and barren 

and is crossed by two chief rivers, the Shebelle and the Juba. The 

total population of the Federal Republic of Somalia is estimated at 

10m and Somali is the national language. 

Somalia gained independence on July 1, 1960, which brought together 

British Somaliland and Italian Somaliland, both of which were admin-

istered as protectorates during World War II. On Oct. 21, 1969, the 

army seized power following the assassination of the elected presi-

dent and ruled the country until President Mohamed Siad Barre fl ed 

the country in late January 1991. His departure left Somalia in the 

hands of a number of confl icting clan-based guerrilla groups, lead-

ing to subsequent years of lawlessness and confl ict. A transitional 

federal government with eighteen regions was established in 2000 

and Somalia loosely evolved into three distinguishable zones, nota-

bly Puntland (self-governed), Somaliland (self-governed) and South 

Central (largely ungoverned). Puntland and Somaliland have enjoyed 

a fairly high degree of stability in recent years whereas South Central 

has been embroiled in confl ict. 

Somalia has over the past 18 months embarked on a formal path 

toward national unifi cation along the lines of a federal model. This is 

premised upon the establishment of a smaller number of states to 

be formed from the 18 pre-civil war regions, each of which will have 

a degree of autonomy over state-specifi c matters but become uni-

fi ed under a federal government with certain overriding powers and 

obligations such as foreign policy, taxation and national security. For 

this purpose, the country is presently functioning under an interim 

constitution with 275 parliament members nominated by clan chiefs. 

The latter elected a president in September 2012 who in turn nomi-

nated a prime minister. They are charged with overseeing a bottom-up 

process whereby any two or more regions can converge into states 

for inclusion within the federation. The Prime Minister was dismissed 

by a vote of no confi dence in December 2013 but replaced by a new 

one approved by Parliament in January 2014. The intended process 

will culminate in general elections in 2016 when a vote on a new con-

stitution and defi nitive elections for seats in parliament and political 

offi ce will be held again. 

The AfDB re-engaged with Somalia after two decades of absence in 

2010, beginning with country dialogue and technical assistance to 

help Somalia address its most pressing challenges. While other DPs 

are engaged in the political transition of Somalia, the AfDB is a key 

partner to the country with respect to its economic foundations and 

fi nancial management.

2.9.1. Overall Development Profi le
It is diffi cult to quantify the economic output of the Somali economy 

due to the lack of reliable economic data, but by some estimates the 

country had a GDP of close to $5.8bn and an average per capita 

GDP of $600 in 2010. The economy is backed by an infl ow of remit-

tance funds from the diaspora, upon which it is highly dependent. 

Agriculture is the mainstay of the economy and livelihoods, account-

ing for about 65% of GDP and engaging about the same percent-

age of the national workforce. Livestock contributes about 40% to 

GDP and more than 50% to export earnings. Other principal exports 

include fi sh, charcoal, bananas, leather skins and scrap metal. Sugar, 

sorghum and corn are produced for the domestic market. Somalia’s 

high degree of dependence upon livestock production with a single 

market for exports refl ects its narrow economic base and consequent 

vulnerability to external shocks.

The Federal Government of Somalia (FGS) has developed a two-year 

Economic Recovery Plan (ERP) for 2014-2015 but economic recov-

ery remains hampered by the still-challenging security situation, poor 

infrastructure and limited fi nancial resources. Meanwhile, at a sub-

national level, Somaliland had already developed its own fi ve-year 

(2012-2016) Development Plan to lay out a path toward public, social 

and economic transformation in the medium term. Embracing both, 

a New Deal Compact for Somalia was adopted by the international 

community in September 2013 at a donor conference held in Brus-

sels. The Compact encompasses the priorities of Puntland’s National 

Development Plan, and includes a “Special Arrangement” for Somalil-

and, based on the plans specifi c to these zones. This Compact will 

guide international support to Somalia over the next three years (2014-

2016), laying out priorities under fi ve Peace and State Building Goals 

expressed within the ERP, notably: (i) inclusive politics, (ii) security, 

(iii) justice, (iv) economic foundations, and (v) revenue and services. 
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Under the Compact, offi cial development assistance (ODA) will be 

mobilised and channelled through a new institution, the Somali Devel-

opment and Reconstruction Facility to bring all such fl ows under a 

consistent governance platform. The IMF, the World Bank and the 

AfDB have committed to support the FGS in taking steps to ensure the 

ERP meets the requirements of an interim Poverty Reduction Strategy 

Paper by broadening federal consultations and ensuring alignment 

with the existing economic plans of Puntland and Somaliland. This is 

a critical aspect of the “political inclusion” goal and achieving align-

ment will be a key milestone in the HIPC debt relief process and a 

vital foundation for subsequent development of a full PRSP. Prepara-

tion of an I-PRSP is a key step for resuming regular program relations 

with the IFIs, and for qualifying for HIPC debt relief. Somalia is eligible 

for debt relief under the HIPC Initiative and its very high debt burden 

(estimated on a preliminary basis at some $5.5bn, mostly in arrears) 

is expected to be assessed as unsustainable. Although there has not 

been a HIPC-Debt Sustainability Analysis in recent years, the ratio of 

NPV-of-debt to exports is likely to be 6 to 8 fold the HIPC threshold 

of 150%, and the debt reduction factor is expected to be very high. 

With the AfDB’s support, the authorities are currently working on the 

reconstruction of the debt database and establishing a debt man-

agement system and entity, which are key for data reconciliation and 

moving toward the HIPC Decision Point in due course.

According to UN sources, humanitarian and development aid in 2012 

amounted to $750m, one of the highest in the world on a per capita 

basis. Even more substantial are remittance fl ows by the diaspora, 

which are a vital lifeline for Somali livelihoods, estimated between $1.0-

$1.5bn per year. Recently, these have come under threat due to con-

cerns around compliance by Somali remittance agencies with global 

regulations to combat money laundering and the fi nancing of terrorism. 

2.9.2 Country Context

Fragility: Causes and Consequences
The foremost drivers of fragility in Somalia are clan rivalry, chronic inse-

curity and poverty. Somalia is struggling to rebuild after decades of 

confl ict and a UN-backed African Union peacekeeping force is trying 

to drive out the Al-Qaeda-linked Islamist rebel group Al-Shabab, cur-

rently operating within the South Central region. Piracy off the Somali 

coast is a related problem that fi nances terrorism and creates dishar-

mony with neighbouring states. These drivers have led to instability 

and violence spilling over into Kenya and other neighbouring states 

and impacted international marine transport along the Somali coast 

and beyond.

Presently there is no effective national public fi nance management 

system in Somalia. In the absence of a formal government appa-

ratus, there is no formal tax policy; businesses are not regulated or 

taxed, though an informal system of taxation has developed. This 

absence of regulatory bodies means that industries operate informally, 

but sometimes highly profi tably. Both the Somali shilling and the US 

dollar are widely accepted as mediums of exchange but the price of 

the shilling is diffi cult to determine given fl uctuating exchange rates 

between regions within the Somali territory. Puntland and Somaliland 

do have offi cial budgets but suffer from low resource mobilization and 

poor planning which undermine fi scal management. Expenditure is 

mostly geared toward security and general administration, leaving 

little scope for investment. 

With respect to mitigation against fragility, the government is making 

progress through articulation and international buy-in around its 

peace, state building and economic recovery programmes. A PFM 

self-assessment and Reform Action Plan carried out in April 2013 with 

support of DPs provides a baseline on the country’s PFM systems 

and establishes a framework for international support. The Action Plan 

proposes a sequence of reforms built on four interlinked platforms: 

budget accountability; effective budget execution and fi nancial com-

pliance; improved policy formulation; planning and preparation plus 

improved institutional structures comprising HR management and 

IT capacity. Also included in the PFM reform agenda is the revival of 

the Central Bank of Somalia (CBS). The CBS will have the power to 

issue currency, regulate banking and credit systems and manage the 

external reserves of the country. It is also in the process of taking full 

charge of formulating and implementing monetary policy even though 

handicapped by lack of adequate fi nancial and human resources. 

Natural Resources and Extractive Industries 
The mining industry of Somalia presently produces small quantities 

of gemstones and salt. The sector makes a small contribution to 

Somalia’s exports and overall economy at present. However, poten-

tial oil and natural gas reserves exist in parts of Somalia and offshore, 

with surveys indicating that the Dharoor Field in Puntland could 

hold between 1.2bn-10bn barrels of oil, with much larger reserves 
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of oil and natural gas potentially available in the Indian Ocean and 

the Red Sea. Under present conditions, development of extractive 

resources holds more threat than promise for national unity and 

stability. About a dozen companies, including many multinational 

oil and gas majors, obtained exploration licenses before 1991, but 

since that time Somaliland, Puntland and other regional authorities 

have granted their own licenses for the same blocks. In some cases, 

these semi-autonomous regions have awarded duplicate licenses 

to overlapping blocks and the Somali constitution presently gives 

considerable autonomy to regional governments to enter commer-

cial oil deals. A new petroleum law stipulating that central govern-

ment has authority to allocate natural resource rights has not yet 

been adopted by the parliament but is being invoked by federal offi -

cials in Mogadishu. This is the kind of issue that must be addressed 

under the Peace and State Building goals of “political inclusion” and 

“economic foundations”. Although oil and mineral reserves could 

be a benefi cial source of revenues in due course, they risk sparking 

further confl ict in the country or becoming a source of corruption. 

Consequently, there is a general feeling amongst international part-

ners that development of Somalia’s mineral wealth should wait until 

peace has been consolidated and an agreed framework developed 

on how such wealth will be shared among the regions and be used 

to benefi t the population. 

Regional Integration and Trade 
Somalia is in principle a member of COMESA. Though Somalia has 

not participated in many years, COMESA has recently provided reas-

surance that Somalia can rejoin the community.

Somalia is not a member of the WTO. The country submitted an 

application to become a member of the EAC, but stability must pre-

cede EAC consideration. Somalia is not eligible for benefi ts under 

the African Growth and Opportunity Act (AGOA) with the USA but 

it does have independent free trade agreements with China, Kenya 

and Indonesia. The country is also a member of the Council of Arab 

Economic Unity with several Middle Eastern and African nations. This 

enables Somalia to benefi t from certain liberal policies on trade with 

the member states including Egypt, Sudan and Yemen. Somalia is a 

member of IGAD and efforts are being made to increase the capac-

ity of IGAD as the accepted vehicle for dialogue within the Horn of 

Africa covering three priority areas including infrastructure develop-

ment, transport and communication. 

Somalia is largely an informal economy characterized by major informa-

tion and data gaps. The country recorded a trade defi cit of $740m in 

2010. From 1998 until 2010, the balance of trade was negative, rang-

ing between $120m in 2002 and $846m in 2008. Somalia’s structural 

trade defi cit is the result of the country’s dependence on imports of 

food, fuel, construction materials and manufactured goods. The main 

trading partners are the United Arab Emirates, Yemen and Oman.

Structural Transformation
Structural transformation of the Somali economy is clearly needed but 

stability is an essential pre-condition for progress on this economic 

objective. Under the ERP, the government has set out principles to 

guide a transition from emergency relief to early stage recovery and 

development. Priority sectors and programmes with potential to drive 

quick economic recovery will be identifi ed to lay the foundations for 

subsequent growth and development. 

Inclusive Growth and Employment 
The Somali economy is presently based upon international trade 

networks largely controlled by a small group of wealthy businessmen. 

The majority of the population continues to live at the subsistence level 

with many engaged in small-scale businesses as petty traders and 

livestock or grain producers. Youth unemployment, the provision of 

social services such as education and health, and building sustainable 

livelihoods continue to be key development challenges. For example, 

it is estimated that about 75% of young people in Somaliland are un-

employed, which is higher than the total national average. Although 

the percentage of Somalia’s population living in crisis conditions is at 

its lowest level since recovery from the 2011 famine, acute malnutri-

tion continues to pose a threat to hundreds of thousands of children, 

especially in the south of the country. The prevalence of malnutrition 

remains high despite successive seasons of good rainfall, low food 

prices, and a sustained humanitarian response. 

Climate Change and Transition to a Green Economy
A large number of Somalis depend upon the environment for their 

livelihoods and there is little doubt that farmers and pastoralists need 

to adopt more sustainable management of natural resources. How-

ever, without an institutional framework, environmental concerns are 

secondary to profi t opportunities and short-term economic benefi ts. 

The charcoal business in southern Somalia is a relevant example. 

Trees are cut and burned for charcoal exports, which contributes 
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to desertifi cation and the destruction of valuable grazing zones and 

fertile soil that could otherwise be used to meet agricultural needs. 

About 97% of urban households depend on charcoal, and in the rural 

areas households rely on fi rewood as the main source of energy. The 

impact of such dependence on the environment is immense. The 

country has a short rainy season and lack of adequate clean water 

accompanied by frequent and periodic droughts which give way to 

famine. Land-use patterns and charcoal production have led to seri-

ous deforestation and environmental degradation across the coun-

try. Other damage is caused by foreign companies disposing of toxic 

waste and engaging in uncontrolled fi shing along Somalia’s shores, 

the damage from which has yet to be assessed. It is evident that 

Somalia’s civil confl ict, lack of a national government in full control 

of the whole territory, continuing insecurity and inadequate access 

to social and fi nancial services have all contributed to environmental 

neglect and degradation. The government lacks technical and plan-

ning support at all levels to develop environmental protection and cli-

mate change mitigation policies.. 

Private Sector Development
Despite the long confl ict, Somalia has a vibrant private sector where 

individual suppliers, including the dynamic fi nancial sector as well as 
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vendors of water, electricity and other vital services in stable areas, pro-

vide the majority of services. The private sector is one of the promising 

development areas for building a strong development model. Despite 

its fragility, Somalis have managed to run successful businesses as evi-

denced by the various new telecommunications companies that have 

sprung up and begun to compete. There are also efforts to provide 

much needed infrastructure through the funding led by Somali entre-

preneurs and backed by expertise from China, Korea and Europe. This 

progress has not been due to any coherent economic management, 

but is rather the result of private initiatives by entrepreneurs that often 

act in close cooperation with powerful militia leaders due to the inse-

cure environment.

2.9.3 AfDB Assistance – Highlights and 
Successes 
Owing to decades of civil unrest that hampered development assis-

tance, the AfDB has only recently re-engaged as a key player in the 

reconstruction and development of Somalia. Somalia has been under 

sanctions since October 1990 and as of December 2013, the country’s 

debt to the AfDB amounted to approximately $90m, of which 73% is 

outstanding. Despite the arrears situation, the AfDB is now engaging 

in Somalia through dialogue and targeted support within the provi-

sions of its sanctions policy. 

The key objectives of the AfDB’s Country Brief 2013-2015 for Somalia 

are to support sustainable peace, state-building and reconstruction 

through the Somalia Enhanced Program (SEP). The three main com-

ponents of the SEP include: (i) fi nancing the Somalia component of 

the AfDB’s Drought Resilience and Sustainable Livelihoods Program 

(DRSLP); (ii) strengthening governance and capacity; and, (iii) facilitating 

the re-engagement process of Somalia with the international community. 

The AfDB’s ongoing portfolio in Somalia is substantial despite the 

arrears situation. Somalia has so far qualifi ed for funds from the AfDB’s 

FSF Pillar III including: UA1.3m for a project to rebuild PFM systems 

in Somalia; UA1m for statistical capacity building (in partnership with 

UNFPA, World Bank, DFID and others) in the FGS and the regional 

governments in Puntland and Somaliland; and UA200,000 for Techni-

cal Assisatnce to support the arrears clearance process and set up a 

Debt Management Unit. Furthermore, the fi rst phase of an Economic 

and Financial Governance Institutional Support Project (UA2.5m) was 

approved in December 2013 and, linked to this, the AfDB is support-

ing the implementation (with the World Bank and IMF) of a Financial 

Governance Programme (FGP). Finally, the AfDB is also carrying out 

Infrastructure Needs Assessments in the energy, ICT, transport, and 

water and sanitation sectors, which will lead to the development of an 

Infrastructure Action Plan for Somalia. The AfDB’s portfolio in Somalia 

is detailed in the Annex.  

The AfDB’s recent projects in Somalia have generated signifi cant 

development outcomes in the area of public fi nance. For example, the 

project to rebuild PFM systems led to the establishment of a Budget 

Department in the Ministry of Finance. The project also supported 

skills development of staff in the Budget Department and certain line 

ministries. As a result, the fi rst National Budget in two decades was 

prepared in 2011, which was up to international standards and exe-

cuted by a Somali team from the Budget Department. The project 

also supported the Ministry of Finance in successfully drafting a Cen-

tral Bank Act, Financial Institutions Act and a PFM Bill, which were all 

submitted to Parliament. 

The AfDB has established itself as a lead partner in the area of PFM, 

especially in providing technical assistance, capacity building and 

implementing structural reforms. In partnership with other DPs, the 

AfDB is playing a critical role in the Financial Governance Committee, 

which has been set up to manage and implement the FGP. The AfDB 

also continues to play an active role in the re-engagement of Somalia 

with the international fi nancial community – particularly through the 

arrears clearance process and HIPC/MDRI initiative. On the knowl-

edge front, the outcomes of the Infrastructure Needs Assessments 

will be critical to develop an Infrastructure Action Plan for Somalia, 

which will then feed into the preparation of an i-PRSP and ultimately a 

full PRSP. Finally, the AfDB is working on a project to include Somalia 

in its Horn of Africa Drought Resilience and Sustainable Livelihoods 

Programme. Including Somalia in this project is crucial for building 

long-term resilience and improving livelihoods, ensuring the harmo-

nious and sustainable exploitation of natural resources and address-

ing food security concerns.
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Economic 
& Financial 
Governance Support 
on the Pathway out 
of Fragility

Following the fi nalisation of the 

PFM Reform Action Plan, the 

FGS and DPs undertook a divi-

sion of labour exercise to ensure 

that partners properly align their 

support to effectively implement 

the Plan. In this context, it was 

decided that the AfDB would 

support the platform concerned 

with policy formulation, planning, 

and preparation. Subsequently, an 

AfDB team conducted a number 

of missions to Mogadishu dur-

ing the third quarter of 2013 to 

discuss with the authorities design 

the EFGISP. 

The EFGISP’s overall development 

objective is to establish a macro-

economic and budget framework 

that will promote fi scal discipline, 

strategic and effi cient allocation 

and use of public resources, and 

contribute to macroeconomic sta-

bility. The EFGISP has the follow-

ing three components: (i) enhanc-

ing macroeconomic management 

and policy planning, (ii) improving 

the budget formulation process; 

and (iii) supporting capacity 

development and project manage-

ment. It also provides technical 

support for the reconstruction 

of Somalia’s debt database. The 

EFGISP will assist the FGS to 

build legitimacy by enabling it to 

demonstrate capacity to fulfi l core 

state functions, of which manage-

ment of the economy and public 

resources is central. The Project 

will also contribute to Somalia’s re-

engagement with the international 

community, especially by support-

ing the Country’s process toward 

arrears clearance and the HIPC 

initiative. The project’s activities 

should thus help lay the basis for 

an IMF Staff-Monitored Program, 

an essential plank in building the 

required macro-fi scal track record 

needed to attain arrears clearance 

and debt relief under the HIPC and 

MDRI Initiatives.

EFGISP is consistent with the 

AfDB’s Ten-Year Strategy and ADF 

operational priorities regarding 

governance and accountability, 

all of which emphasize the need 

to pay special attention to fragile 

states to promote improved gover-

nance through strengthened PFM 

systems capable of monitoring 

inclusive growth.

Showcase Project 9: 
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Barge and tug leaving Juba port by BBC World Service is licensed under CC BY-NC 2.0
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T
he Government of the Republic of South Sudan is 

proud to have been accepted as the 54th Regional 

Member Country of the African Development Bank 

at the Annual Meetings in Arusha, Tanzania in 2012. 

Engagement with the Bank had however started much 

earlier in 2008 under the “one country, two states” 

approach, before South Sudan became the newest nation on earth on 

July 9, 2011. Being a new country with a huge infrastructure agenda, 

we are grateful to the AfDB for assisting our nation in elaborating the 

Infrastructure Action Plan for the next decade. As the Bank celebrates 

its 50th Anniversary, we look forward with great anticipation to the 

next 50 years of collaboration for mutual benefi t. The Bank is indeed 

a development partner we can truly call our own. 

Since the signing of the Comprehensive Peace Agreement, South Su-

dan has made notable progress on all fi ve Peace State building Goals 

to move beyond the crisis stage of the fragility spectrum. Consequently, 

up to December 2013 and despite an oil shutdown that lasted over a 

year, the country enjoyed increasing levels of stability and prosperity. 

Large-scale internal confl ict had markedly decreased. As one of the 

pilot countries, South Sudan completed its Fragility Assessment during 

the July to June 2012/13 fi scal year through a participative process 

whereby the full spectrum of stakeholders provided their uninhibited 

input. During the 2013/14 fi scal year, preparations for a New Deal 

Compact were reaching their fi nal stages in December 2013. Not-

withstanding the positive developments, the fi scal years, 2012/13 and 

2013/14 have been challenging in many respects particularly due to the 

oil shutdown of January 2012 and the civil strife of December 2013. 

The oil shutdown resulted in a 60% contraction of the economy and 

the introduction of an austerity budget with negative consequences 

on service delivery and growth. On the positive side however, the 

resumption of oil production in April 2013 led to the approval of a 

2013/14 budget with a greater focus on delivering more of the much 

needed infrastructure, increased spending on service delivery and an 

anticipated reversal of the austerity budget regime in January 2014. 

The improvement in revenue streams to the fi scus ushered in period 

of optimism with the economy bouncing back to positive growth 

levels. However, in December 2013 armed strife broke out and with 

it, all the plans of government suffered a major setback because both 

revenue and peace are threatened. Given that oil revenues account 

for about 90% of all government revenues, the country is faced with 

a potential fi nancial crisis occasioned by uncertainty in the production 

of oil, which has reduced by about 30%. In addition, the strife has un-

leashed an unprecedented humanitarian crisis that has to be fi nanced 

by government and development partners thus stressing investment 

in infrastructure and service delivery. With regard to implementation 

of government programs, we are faced with the problem that most 

of the government ministries are operating at reduced capacity. This 

is likely to constrain the level of implementation of government pro-

grams including some projects fi nanced by development partners in 

the short-term.

Going forward, in order to deal with the binding constraints to growth 

in the country, aligned to the national development plan, development 

assistance should continue to focus on supporting the government 

with the sustenance of peace and stability, reducing the infrastructure 

defi cit, developing skills and ensuring that all fi nancings available to 

government are expended effectively through the strengthening of 

public fi nancial management systems. 

2.10 South Sudan

Minister of Finance, 
Commerce, Investment and 
Economic Planning

Message from 
HON. AGGREY
TISA SABUNI
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South Sudan Country Profi le and 
AfDB Engagement 
The Republic of South Sudan became independent from Sudan on 

July 9, 2011, following a referendum that passed with 98.83% of 

the vote. South Sudan is a large country covering 619,745 km2 and 

is rich in natural resources. The country is landlocked and borders 

Sudan to the North, Central African Republic and Democratic Repub-

lic of Congo to the West, Ethiopia to the East and Uganda and Kenya 

to the South. The South Sudan Transitional Constitution establishes 

a mixed presidential system of government headed by a president 

who is head of state and head of government. The country is in the 

process of reviewing the transitional constitution and preparing for 

elections in 2015.

The AfDB and South Sudan have a history of cooperation which 

started after the signing of the Comprehensive Peace Agreement 

(CPA) in 2005. At the time, the territories of Sudan and South Sudan 

benefi tted under the “one country, two states” approach and, after 

independence, under respective Cooperation Agreements signed 

with the AfDB. The country was offi cially accepted as member of the 

AfDB in May 2012 and membership was ratifi ed in September 2013.

2.10.1.  Overall Development Profi le
The economy of South Sudan is still fragile, characterized by high 

dependence on oil, limited domestic economic activities and a high 

reliance on imports. The size of the economy, measured by nominal 

GDP, is about $17.4bn in fi scal year (FY) 2013/14 with a GDP per 

capita of about $971.The main driver of recent and future expected 

economic growth is oil production. In fact, about 90% of government 

revenue comes from oil and the sector contributes over 60% of GDP 

in terms of direct exports and associated investments. 

The non-oil economy is dominated by subsistence farming and live-

stock, construction services and the public sector. The agricultural 

sector is not well-developed and poor infrastructure makes trans-

porting agricultural and animal products to the markets very diffi cult. 

Consequently, in the short and medium term, government spending 

will remain a key driver of the non-oil economy. In addition, the over-

dependence of the economy on oil affects its resilience against exter-

nal economic shocks. Therefore, the country’s development policies 

are beginning to shift gradually to focus on the development of non-

oil sectors, specifi cally, agriculture, mining and manufacturing which 

are known to generate higher employment opportunities and lead to 

more inclusive development and poverty reduction.

With regard to socioeconomic indicators, the level of progress has 

been mixed. Not surprisingly, given the severe historical neglect of its 

needs and the confl ict that prevailed for several decades, the coun-

try has some of the poorest social economic indicators in the region. 

About half the population lives below the poverty line and there are 

more than 1.3m primary school-age children out of school. Health 

and nutrition services provision is limited and the fi nancial burden of 

illness is very high. Malnutrition, malaria tuberculosis and HIV all remain 

a big challenge. According to the MDG Report 2012, malnutrition is 

the single biggest contributor to child mortality. Based on this context, 

the country is unlikely to meet any of the MDGs by 2015. 

Following attainment of independence, the country prepared its fi rst 

development planning framework, the South Sudan Development 

Plan (SSD P) 2011-2013, which has now been extended to 2016. The 

country is in the process of fi nalizing the South Sudan Development 

Initiative (SSDI), the objective of which is to prioritize and operational-

ize the transformative projects and programs of the SSDP. The AfDB 

has been a partner in the production of the fi rst Infrastructure Action 

Plan, which is a key input in the preparation of the SSDI. The plan-

ning framework of the country focuses on transitioning from fragility by 

Table 2.22:  South Sudan Socio-Economic Indicators

Indicator Year Data

Population (million) 2012 10.4

% Youth (Less than 15 years) 2012 40 %

% Female Population 2012 54%

GNI Per capita Income (USD) 2013 971

Poverty % below $1.25 per day 2010 50.6%

Gini Coeffi cient 2010 45.54

Infant mortality per 1000 2011 75

Life Expectancy, Male (years) 2011 53.05

Life Expectancy, Female (years) 2011 55.09

Primary Completion Rate, Boys 2012 21.3%

Primary Completion Rate, Girls  2012 9.6%

Adult Literacy, Male 2010 40%

Adult Literacy, Female 2010 16%
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addressing human capacity constraints and the attainment of the fi ve 

peace- and state-building goals contained in the New Deal for Frag-

ile States: (i) legitimate politics; (ii) security; (iii) justice; (iv) economic 

foundations; and (v) revenue and services. Hence, the central long-

term developmental question for the country today is how to achieve 

a peaceful and integrated South Sudan that diversifi es the economy 

to diminish oil dependence and increases non-oil revenues by cre-

ating a more conducive business environment for the private sector.

2.10.2  Country Context

Fragility: Causes and Consequences
The key driver of fragility is the fact that the present-day South Sudan 

endured decades of intermittent civil war dating as far back as 1955. 

Socio-economic progress in the region was curtailed, infrastructure 

destroyed or not constructed, institutional capacity compromised, and 

many people cut off from social services. Refl ecting this history, health, 

poverty, food security and education indicators were at crisis levels 

at independence in mid-2011. A recent overall fragility assessment 

concluded that South Sudan had been making suffi cient progress 

on all fi ve peace- and state-building goals since conclusion of the 

Comprehensive Peace Agreement (CPA) with Sudan to move beyond 

crisis stage. It had established key executive, judiciary and legislative 

institutions and branches of government, and these were increasingly 

able to perform their core functions. Basic legal frameworks for public 

services and private sector development are being put in place. A 

number of key reforms, for example in natural resource management, 

environment and the security sector, are still pending. Implementation 

performance varies, as capacity for public administration needs to be 

signifi cantly strengthened, particularly at sub-national levels. Moving 

forward, key challenges include sustainable approaches to settling 

internal political differences, the transformation of the security sector, 

reform of justice institutions and the creation of diversifi ed economic 

foundations with strengthened capacity for accountable and equitable 

service delivery. 

While none of the peace and state-building goals have been fully 

achieved, reform efforts initially seemed to encourage the emergence 

of legitimate politics. From the date of the secession vote until De-

cember 2013, the country enjoyed increasing levels of stability and 

prosperity and large-scale internal confl ict had markedly decreased. 

However, recent clashes risk evolving into a civil war and undermining 

progress made so far. It is now critical that the effort to address the 

confl ict be inclusive and non-military to avoid plunging the country 

further into crisis. The recent cease-fi re presents the best option to 

achieve inclusive politics and social cohesion. Meanwhile, relations 

with Sudan require progress on outstanding CPA issues yet to be 

fully implemented.

 

The AfDB, working closely with other DPs, has been actively engaged 

with South Sudan to address fragility. During the South Sudan Eco-

nomic Partners conference held in Washington, D.C., in April 2013, 

government and DPs committed to working on the development of 

a new compact. The objective is to get an agreement from all parties 

on how to accelerate efforts to overcome fragility and improve DP 

effectiveness. As a framework for mutual accountability, the compact 

is a bold step which will send a strong signal of government’s resolve 

and DP commitment to address South Sudan’s key challenge at a 

critical stage of development. 

Natural Resources and Extractive Industries 
Natural resources are abundant in South Sudan including: water re-

sources, hydro-power, fertile agricultural land (of which about 90% is 

arable), gold, diamonds, petroleum, hardwoods, limestone, iron ore, 

copper, chromium ore, zinc, tungsten, mica, and silver. In addition, 

South Sudan’s protected area of Bandingilo National Park hosts the 

second-largest wildlife migration in the world, making it possible for 

the nation to develop destination tourism in due course. The coun-

try’s heavy dependence on oil production and associated revenues 

has risks, particularly given that estimates suggest that the current 

known reserves will exhaust in 2018 and no exploration for new oil 

wells is taking place. With regard to other minerals, they are at the 

pre-development stage and government has initiated a campaign 

to attract investors, though attracting investment will inevitably be a 

challenge in the current climate of uncertainty about confl ict. 

In an effort to ensure that the country’s oil resource wealth is deployed 

for inclusive growth and poverty reduction, the government made a 

major breakthrough by passing the law for the management of oil 

revenues. The Petroleum Revenue Management Bill (PRMB) 2012 

makes a signifi cant contribution to the transparent management of oil 

revenues to ensure that public expenditure is insulated from the inherent 

volatility of oil revenue. The PRMB provides for the creation of stabili-

zation funds and a future generation fund. It also includes provisions 
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seeking to prevent corruption and mismanagement by demanding the 

publication of contracts, production and revenue data and requiring 

that all oil agreements be awarded through competitive processes. 

The PRMB also includes important provisions on how revenues are 

to be collected, managed, audited, reported and transferred from the 

central government to the state and community level. 

Regional Integration and Trade 
South Sudan considers economic cooperation, regional integration 

and trade as critical to its growth and development. In the short run, 

the nation relies almost exclusively on imported commodities including 

food and exports oil. This trend is not expected to change in the short 

to medium term because of the substantial supply rigidities that exist. 

Based upon available estimates, the country has a positive trade bal-

ance driven by oil exports (accounting for over 95 % of export value).

Principal trading partners for the country’s exports are: China (72%), 

Japan (21%), USA (6%), and Uganda (1%); while for imports they are: 

China (25%), USA (23%), Pakistan (22.3%), Uganda (13%), Japan 

(9%), and Sudan (4%). With regard to regional trading blocs, South 

Sudan is a member of COMESA, though not of the COMESA FTA. 

The country is a full member of IGAD and has applied to join the 

EAC. The latter appears to be the priority for the government but the 

country will face constraints to bring its weak institutions to par with 

those of current community members. At present, the country has 

only one tarmac road connecting it with Uganda, through which the 

majority of imports enter. There are no multinational projects under 

implementation at present but there are plans to eventually partici-

pate in the construction of the Kampala-Juba-Djibouti highway that 

will link Uganda, South Sudan, Kenya, Ethiopia and Djibouti. There 

are also plans being considered for connectivity to the Lamu port in 

Kenya and the construction of one-stop border posts at all borders 

with neighbours to improve information collection pertaining to trade. 

Structural Transformation
The country is heavily reliant on oil production and related exports 

for revenue and growth, yet it is naturally diversifi ed with numerous 

attributes which can be developed further in the future. These include 

the substantial endowment of arable land (of which only 5% is cul-

tivated); the fact that three-quarters of the country is connected by 

the Nile River; and a resource endowment with many other minerals 

and sites suitable for tourism. These underpin a huge potential for 

the country to diversify the structure of its economy in the future, 

provided it returns to the path of peace, achieves macro-economic 

stability and addresses other weaknesses and binding constraints. For 

example, there is presently an inadequate supply of power to facilitate 

the growth of the nascent manufacturing sector. 

Critical to the issue of diversifi cation is how the country fi nds links into 

value chains. Global value chains are important for any progress in 

South Sudan’s drive to diversify, yet its participation in international 

production networks is still in its infancy. Regional and global companies 

in telecommunications, beverages, and banking have established a 

presence in South Sudan, mainly at the retail level. Product development 

in these value chains is done outside the country. In the short run, the 

opportunities for South Sudan to enhance its positioning in existing 

value chains is also limited because of the skill levels required. The 

greatest opportunity that South Sudan has is to broaden its participa-

tion in sectors in which it has comparative advantage. For instance, 

South Sudan has one of the world’s greatest number of cattle per 

capita; in mining, it has rich deposits of major metals, precious stones, 

energy minerals, and industrial materials including gold; in tourism, 

national parks cover a vast area. In forestry, it has timber, teak, gum 

arabic, and shea nut trees. Critical barriers inhibiting South Sudan’s 

advance into higher value chain stages include inadequacies in skills, 

roads and electricity, institutions, and security, all of which contribute 

to an unfavourable business climate. 

Inclusive Growth and Employment 
Since independence, the achievement of macro-economic stabil-

ity, long-term fi scal sustainability and economic growth has been 

challenging amidst severe economic and fi scal crises caused by the 

cessation of oil production as a result of disputes with Sudan and the 

recent internal confl ict. Consequently, the economy has fl uctuated 

between growth and contraction in its fi rst two years of indepen-

dence. The unemployment rate for the working population stands at 

about 13% compared to 18.5% for youth. A recent survey on fragility 

indicates that 83% of the population at large feel disconnected from 

the political process, economic progress and institutions in Juba 

and the 10 state capitals. High levels of illiteracy limit awareness 

and involvement. National consumption is unevenly distributed; the 

richest 40% of the population account for 70% of total consumption, 

while half of the population (51%) live below the national poverty 

line; the share of poor households in rural areas (55.4%) is almost 
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twice that in urban areas (24.4%). With a Gini coeffi cient of 45.54, 

income inequality is comparatively high and is higher in rural areas 

than in urban areas, which risks perpetuating fragility. 

Only 40% of the population has access to health care while 70% 

of health facilities rely on non-state actors for operational support. 

Immunization coverage for children is very low, with only about 6% 

being fully immunized. Access to safe water and sanitation stands at 

only 6% and 14% respectively. Primary school attendance is low, with 

gross and net attendance rates of only 65% and 40% respectively. 

Gender and regional biases are also signifi cant in terms of access 

to basic social services. In education, for example, gender parity at 

primary level is at 0.7 and at 0.4 for secondary level. Only 27% of 

the adult population is literate (16% of women) and only 5% has had 

exposure to vocational training. This means that the necessary skills 

to pursue a livelihood are lacking for the majority of the population. 

Climate Change and Transition to a Green Economy
Due to the long period of confl ict, data collection stalled and exist-

ing data sources were lost. It is therefore not possible to quantify 

impacts of environmental changes. That said, the economy is highly 

dependent on a depleting oil resource and the long period of confl ict 

has negatively impacted the country. Numerous environmental threats 

exist related to soil degradation because of expanding agriculture 

associated with poor bushfi re management. Habitat degradation 

and fragmentation is emerging due to increasing grazing of livestock. 

Illegal poaching and resource depletion results from increased pres-

sure on land use with population migration and clustering of settle-

ments. Environmental governance and the attendant institutions are 

still very weak, hence cannot presently guarantee the effi cient use 

of natural resources nor implement measures to reduce waste and 

pollution. At present, there is limited progress in building resilience 

to external shocks, including climate-related crises, and no clear 

roadmap toward green growth has been developed.

Private Sector Development
The government recognizes the importance of the private sector in 

developing the country although the business and investment cli-

mate in South Sudan is still one of the least favourable in the world. 

One of the government’s main objectives, as stated in the SSDP, is 

to diversify the economy to diminish dependence on oil and double 

the amount of non-oil revenue by creating a more conducive busi-

ness environment. To this end, the regulatory framework based 

upon the rule of law is slowly being established to provide the cer-

tainty and predictability the private sector needs to invest and create 

jobs. 47 business-environment related laws have been enacted but 

many of the regulatory mechanisms are not in place to implement 

and enforce them. The government has also streamlined the entry 

process for investors by establishing the One Stop Shop Investment 

Centre to offer one contact point for investors for all the approvals 

and permits needed. Consequently, the number of registered busi-

nesses, 90% of which are MSMEs, has reached 20,000. Nonethe-

less, there is a high regulatory burden imposed by the economy on 

the private sector. The 2014 Doing Business rank for South Sudan 

was 186 and the country has regressed in most indicators relative 

to other countries. 

2.10.3  AfDB Assistance – Highlights and 
Successes
Before independence in June 2011, the AfDB intervened in the South 

Sudan through Sudan under the “one country, two states” approach 

and thereby the country received UA6.48m for an institutional capac-

ity development project. 

The AfDB’s Interim Country Strategy Paper (2012-2014) for South 

Sudan approved by the Boards in October 2012 is formulated 

around one main pillar: state building through capacity building 

and infrastructural development. The objective of the Strategy is 

consistent with the government’s medium term development plan 

as well as the peace and statebuilding goals advocated by the New 

Deal for engagement in fragile states. In the context of dilapidated 

infrastructure and human capacity destroyed by decades of civil 

war, the AfDB’s focus on supporting capacity development and 

delivery of basic infrastructure programs are top priorities for both 

the government and the AfDB. 

The AfDB’s ongoing portfolio in South Sudan at the end of 2013 

consists of six projects with total commitments of UA39m. Three 

of the projects focus on human and institutional capacity develop-

ments in public fi nancial management reforms and aid coordination 

with commitments of UA11.6m (30%) while the others are newly 

approved infrastructure projects (power distribution, water supply 

and sanitation and transport sector) with commitments of UA27.4m. 

The AfDB’s portfolio in South Sudan is profi led in the Annex.
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More than 1,270 public offi cials were trained in budgeting and planning 

and more than 120 in public fi nance management and accounting. 

This training has resulted in signifi cant improvements in planning, 

budgeting, and impact monitoring as well as improvement of the 

quality of fi nancial reporting. The fi rst baseline household survey 

was conducted in South Sudan and the information gathered has 

served as a solid baseline for DPs and both government and private 

sector planners in that the level of access to basic services (educa-

tion, health, water) and other facilities is known and, poverty levels 

for urban and rural households established. Furthermore, the fi rst 

Government Human Resource Training Centre, which is equipped 

to train 100 people, was constructed and furnished.

At the request of the government, the AfDB has fi nanced the South 

Sudan Infrastructure Needs Assessment and Action Plan (IAP) that 

provides a comprehensive review of the country’s infrastructure sector 

(energy, transport, water resources, telecom, and agriculture) and 

offers advice on policies, institutional and regulatory frameworks. The 

IAP has laid down a strategy to rehabilitate, upgrade and expand 

the basic infrastructure network for the decade ahead. The IAP has 

been highly valued by the government for prioritization and costing 

of current and future investments. It has positioned the AfDB to play 

a leadership role in infrastructure development in South Sudan. The 

AfDB’s Field Offi ce has been co-chairing the Infrastructure Sector 

Working Group since 2012.

Table 2.23 South Sudan Business Climate 2014

Unit Indicator

Ease of Doing Business Rank Rank 186

Control of Corruption Index N/A

Days to Start a business Days 140

Registering Property Rank 183

Getting Credit Rank 180

Enforcing Contracts Rank 87

Protecting Investors Rank 182

Getting Electricity Days 184

Trading across borders Days 187

Knowledge Product 
to Support South 
Sudan’s Transition 
out of Fragility 

The Government of the Republic 

of South Sudan considers the 

AfDB as one of its valued and 

reliable development partners. 

Upon government request, the 

AfDB fi nanced the South Sudan 

Infrastructure Needs Assess-

ment and Action Plan (IAP) to 

provide a comprehensive review 

of all infrastructure sectors – en-

ergy, transport, water resources, 

telecom, and agriculture. The IAP 

also provides advice on poli-

cies, institutional and regulatory 

frameworks. It has laid down the 

strategic direction for infrastruc-

ture development for the decade 

ahead, a knowledge product 

which has been highly valued 

by the government to guide 

prioritization and costing of future 

investments. Arising from this, the 

AfDB has positioned itself to play 

a leadership role in infrastructure 

development in South Sudan and 

the AfDB’s Field Offi ce serves 

as co-chair of the Infrastructure 

Sector Working Group since 

2012. Meanwhile, support pro-

vided under the “one country, two 

states” approach has established 

a training centre for civil servants 

in South Sudan. An institutional 

support project fi nanced the 

construction of a well-equipped 

training facility with a capacity of 

up to 100 people. Both of these 

interventions are suited to 

the immediate priorities of a 

new state transitioning out of 

fragility. 

Showcase Project 10: 
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A
s a founding member, the Republic of Sudan’s rela-

tionship with the African Development Bank dates 

back to its inception in 1964, a historic event that we 

were proud to host. In 1971, the Bank initiated lend-

ing activities in Sudan and has since approved about 

35 main operations, fi nanced with about $462.4m. 

These resources have played a pivotal role in key sectors: agriculture, 

transport, power, fi nance, water and sanitation and the social sectors. 

Despite our country’s arrears status, the Bank has continued to provide 

vital assistance. This engagement has seen a signifi cant scaling up in 

the recent past since the opening of the Country Offi ce in 2007 for the 

fi rst time in the Bank’s history. In the same year, the Bank fi nanced the 

Institutional Capacity Building Project for poverty reduction and good 

governance with $15m, under the “one country, two states” arrangement, 

administered from both Khartoum and Juba. A landmark achievement of 

this project was the national baseline household poverty survey in 2008 

which was the fi rst of its kind in 30 years to highlight poverty dynamics 

in Sudan. This poverty analysis then became the building block for our 

interim Poverty Reduction Strategy Paper (I-PRSP) launched in 2012, 

and the National Development Plan in the South. This is commendable 

leadership from the African Development Bank. 

Since 2011, the Bank’s role has become even more prominent, provid-

ing crucial technical assistance to the post-secession negotiations, and 

helping us make headway with our search for debt relief. Our external 

debt stood at $42bn at the end of 2012, which is highly unsustainable. 

With the technical support of the Bank, we have now prepared our debt 

relief strategy to set us on a path to both HIPC and MDRI debt relief. 

With the Bank’s technical support in replicating the household poverty 

survey in all states to enable us develop a full PRSP, we are even more 

confi dent of making progress on debt relief. More importantly, the African 

Development Bank’s approval of $34.8m from the Fragile States Facil-

ity (FSF) in December 2013 will strengthen our technical, human and 

institutional capacity in Public Financial and Economic Management. 

This will enable us to meet critical milestones set in the Staff Monitored 

Program (SMP) that we are currently negotiating with the IMF, the last 

technical step toward a HIPC Decision Point. Again, the African Develop-

ment Bank’s leadership here is exemplary and must be commended. 

I am also cognizant of the Bank’s modest but much targeted opera-

tions with impacts that are now being felt in our country. To name just 

a few, the Darfur Water Project of €3.3m euro approved in 2012 from 

the African Water Facility (AWF) is critical for peace building in Darfur; 

the $1.5m from the FSF approved in 2012 is enhancing our Capacity 

in Debt Management and Domestic Resource Mobilization. The Emer-

gency Assistance Operations in 2010 and 2013 have been critical in 

rebuilding schools for poor children displaced by fl oods in Khartoum, 

and schools and health facilities in Blue Nile and White Nile States. I 

fi nd this targeted approach very innovative, as it has proved critical in 

helping Sudan adjust to the political and macroeconomic challenges 

left behind by South Sudan’s secession.

Let me take this opportunity to congratulate the African Development 

Bank for its pivotal role in supporting Sudan’s development efforts, and 

for taking this initiative to publish this important piece of work on its 

efforts in the broader Eastern African Region. I look forward to a con-

tinuing collaboration in supporting our country’s development agenda.

2.11 Sudan

Minister of Finance 
and National Economy

Message from 
HON. BADR ELDIN 
MAHMOUD ABBASS
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Sudan Country Profi le and AfDB 
Engagement 
The Republic of Sudan remains the third largest country in Africa and 

17th largest in the world, even following the secession of South Sudan. 

Its vast 1.85m km² area includes stretches of tropical forests, savan-

nah, stone, sand deserts and mountains. The country is located in the 

northern part of the Eastern African region bordered by Egypt, Libya, 

Chad, Central Africa Republic, Ethiopia, Eritrea and South Sudan, with 

whom it shares Africa’s longest land border of more than 2,000 km. 

With a population of about 34.3m in 2012, the country is geographically 

and religiously diverse, with multicultural and multi-ethnic attributes. 

Arabic is the offi cial language of the country but over 100 languages 

are spoken in Sudan.

Shortly after independence in 1956, a South-North confl ict erupted, last-

ing for decades. Concerted mediation efforts led to the Comprehensive 

Peace Agreement (CPA) in 2005, which paved the way for the seces-

sion of South Sudan in July 2011. Since then, the political landscape 

has remained complex and volatile. However, the two Heads of State 

signed a nine-point agreement in September 2012, and agreed on an 

implementation matrix in March 2013. The implementation of these 

agreements was initially a challenge but improved considerably in late 

2013. The two countries appear to have entered a period of serious 

cooperation on issues relating to oil, trade and security. 

The AfDB’s cooperation with Sudan commenced in 1971.

2.11.1.  Overall Development Profi le
Sudan’s economy is characterized by a small industry sector, with 

manufacturing contributing a modest 15% of GDP (2012). Agricul-

ture and services contributed 31% and 45% to GDP, respectively. 

Other sectors, including electricity, water, building construction, as 

well as the extractive sectors, contributed about 9% to GDP. The 

agricultural sector employs about 44% of the country’s workforce 

in 2012. A decade before secession, Sudan was heavily dependent 

on oil and that sector’s expansion placed the country at the fore-

front of the fastest growing economies in Africa in the period up to 

2010. However, the dependency on oil has had negative impacts 

as well, the most serious being the neglect of other sectors, in par-

ticular agriculture. This in turn made the services sector become the 

main contributor to GDP. 

Economic and social developments in Sudan continue to be severely 

affected by the impact of the secession of South Sudan, which has 

resulted in the loss of 75% of oil revenues. Consequently, GDP growth 

decreased from 3.4% in 2010 to 1.4% in 2012. Projections indicate 

a modest recovery of about 3.6% GDP growth in 2013, driven largely 

by a rebounding agricultural sector and gold exports. The fi scal defi -

cit widened from 3.1% of GDP in 2010 to 4.3% in 2011, mainly due 

to a drop in oil revenue. However, it is estimated to have narrowed to 

1.8% of GDP in 2013 and is projected to further recover to 0.8% and 

0.5% in 2014 and 2015, respectively. The current account defi cit sig-

nifi cantly deteriorated from 1.9% of GDP in 2011 to 9.5%, on account 

of decreasing oil exports. The defi cit is projected to improve over the 

coming years, projected to reach 6.4% in 2015. Monetization of the 
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Table 2.25:  Sudan Socio-Economic Data Indicators
Indicator Year Data

% Youth (Under Age 15) 2012 42%

% Female Pop 2012 49.3%

Per capita Income ($) 2012 1400

Poverty Headcount, Urban 2009 26.5%

Poverty Headcount, Rural 2009 57.6%

Gini coeffi cient 2009 35.3

Infant Mortality per 1000 2009 106

Life Expectancy, Male (years) 2011 60

Life Expectancy, Female (years) 2011 63.3

Secondary Enrolment Rate, Boys 2009 96%

Secondary Enrolment Rate, Girls 2009 92%

Adult Illiteracy, Male 2010 19.9%

Adult Illiteracy, Female 2010 38%

Figure 9: Macroeconomic Indicators 2010-15
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fi scal defi cit and increasing pressure on the exchange rate led to high 

infl ation levels of 15.3% in 2011, increasing to 35.5% by the end of 

2012. Infl ation is estimated to have remained at that level in 2013 but 

is expected to decline to 23% by 2015 on the back of the revival of 

food supply and the implementation of a tighter monetary policy stance. 

To revive the economy, the government embarked on a major aus-

terity program in 2012-13, comprising revenue enhancing measures 

and rationalization of expenditures, including the challenging removal 

of subsidies. The recent reform measures have led to a convergence 

of views between the Sudanese authorities and the IMF on the struc-

turing of a new Staff Monitored Program. This is critical for ensuring a 

credible platform for reforms, medium-term macroeconomic stability, 

as well as paving the way for a comprehensive debt relief under the 

HIPCs and MDRI initiatives.

Despite its high GDP averaging about $1,400 per capita, poverty in 

Sudan is deeply entrenched and largely rural, with wide regional dispari-

ties. According to the AfDB-fi nanced 2009 National Baseline House-

hold Survey, 46.5% of Sudanese are considered poor, with 26.5% in 

urban areas and 57.6% in rural areas. The unemployment rate stood 

at 10.8% in 2012, with male unemployment at 13% compared to 20% 

for females. Furthermore, poverty levels might have risen considerably 

in recent years, given internal confl icts and insecurity in some areas, as 

well as the displacement of large numbers of people. The government 

adopted pro-poor policy measures in 2012 to mitigate the impact of 

the austerity measures on vulnerable groups. Despite progress made 

by the government on some MDGs, including reducing maternal mor-

tality, combating malaria, TB, and HIV/AIDS, it is unlikely that Sudan 

will meet all MDG targets by 2015. 

Sudan has recently adopted three important short- and medium-term 

strategic plans: The Three-Year Economic Stabilization Program 2012-

2014, the Five-Year Plan 2012-2016 and the I-PRSP. These plans 

seek to address the fi scal and macroeconomic challenges arising 

from the secession of South Sudan. The objectives of these plans are 

to enhance macroeconomic and fi scal resilience and stimulate growth 

and reduce poverty. 

2.11.2  Country Context

Fragility: Causes and Consequences
Factors of fragility in Sudan today include the volatile political situa-

tion which continues to be dominated by external and internal threats. 

External threats originate largely from challenges in implementing post-

secession agreements with South Sudan on the residual issues sur-

rounding oil, security, border demarcation, the fi nal status of Abyei 

and the issues surrounding the so-called ‘Two Protocol Areas’ – Blue 

Nile and South Kordofan States. In this regard, and after a tense politi-

cal period with the closure of the oil pipelines by Sudan in April 2013, 

steady progress seems to have re-emerged. The Sudanese pipeline 

to South Sudan’s oil exports re-opened in May 2013, followed by 

mutual visits between the Presidents of the two countries. However, 

the recent confl ict has again led to pipeline closure and exposes the 

2014 budget to uncertainty.

Prior to South Sudan’s secession, the two countries had agreed in 

2011 on the “Zero Option” for external debt and to undertake a joint 

approach to the international community to assist in resolving post-

secession challenges, including Transitional Financial Arrangements, 

debt relief and removal of economic and political sanctions on Sudan. 

Under this Zero Option, Sudan is envisaged to assume all the debt 

liabilities contingent upon: i) a joint outreach to the creditor commu-

nity being taken by both countries; and ii) Sudan benefi ting from HIPC 

debt relief within a two-year period starting in September 2012. The 

validity of the Zero Option has been extended and the HIPC Decision 

Point is planned for 2015. The progress on the resolution of the debt 

issue depends basically upon close coordination between the two 

countries; failure to achieve progress will impede Sudan’s access to 

debt relief and international assistance. 

In spite of recent progress, several internal threats remain, including 

confl icts in Darfur and the rebels in South Kordofan and Blue Nile. In 

addition, the unilateral referendum in Abyei does not augur well for 

internal peace and could spark off a confl ict between two rival tribes, 

the Dinka Ngok of southern origin and the Misseriya of northern origin. 

Furthermore, the recent demonstrations against austerity measures 

underscores the challenges Sudan is facing to achieve sustainable 

internal peace and security, as well as political stability. 

Natural Resources and Extractive Industries
Natural resources are Sudan’s main source of wealth but they also 

remain a focal point for competition and confl ict. After the secession 

of South Sudan, the management of water, land and precious mineral 

resources continues to be contentious. Sudan is yet to commit to the 
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Extractive Industries Transparency Initiative; progress on this would 

enhance the openness and transparency of natural resources manage-

ment. The country continues to promote exploration for gold and oil. A 

gold refi nery was inaugurated in 2012 to promote domestic processing 

with an annual capacity of 270 tonnes. About four foreign and 76 lo-

cal fi rms were licensed to explore for gold in 120 additional locations. 

It is estimated that half a million individuals are employed in artisanal 

gold extraction and this mineral was estimated to contribute 0.5% of 

GDP in 2012. Proven oil reserves are estimated at 762m barrels. In 

2012, the government signed oil exploration and production-sharing 

contracts with Chinese, Nigerian, Australian, Brazilian, French and 

Canadian companies. The advent of new oilfi elds in South Kordofan 

increased oil production to 136,000 barrels per day (bpd), up from 

120,000 bpd by end-2012. 

Sudan has also benefi ted from developing a downstream oil business 

in refi ning, as well as a plastic processing plant. However, agribusiness 

remains crucial for developing SMEs, which are the bedrock of Sudan’s 

private sector. A long-term strategy for managing natural resources in 

the context of EITI is required to frame the synthesis of existing policy 

guidelines under the Five-Year Plan, the Environmental Framework Act 

and the National Land Commission Act. Regarding non-oil GDP, the 

government is very conscious of the need to diversify the economy 

away from oil.

Regional Integration and Trade 
Sudan is a member of COMESA and continues negotiations for an EPA 

with the European Union. Sudan’s membership in regional trade areas 

can help the country address some of its challenges in post-confl ict re-

construction and development through deepening economic integration. 

It must, however, invest in capacity to implement and monitor regional 

trade protocols and their impacts. Sudan is currently in the process 

of negotiating its accession to the World Trade Organization (WTO). 

Sudan’s accession to WTO will be an important step to gain market 

access, and help businesses integrate into the world economy – and 

could certainly benefi t Sudan’s non-oil exports of products such as live 

meat products, sesame seeds, gum arabic and cotton. Sudan is also 

an active member in the initiative to establish an Arab Free Trade Area 

to reduce dependency on western trade that has been constrained 

by various sanctions. 

The high costs of trading refl ect high import tariffs averaging 20%, con-

siderably higher than most countries in Africa and the Middle East. Other 

locally and nationally imposed taxes, charges and fees – especially on the 

movement of livestock and major export crops – add to the costs and 

reduce Sudan’s trade competitiveness. There is thus a need for reform 

of government policies to address severe supply-side constraints and 

ensure more predictability and transparency for Sudanese businesses. 

Intra-COMESA trade that stood at about $3bn in 2000 at the launch 

of the COMESA FTA rose to $19.3bn in 2012. However, non-tariff bar-

riers continued to undermine the benefi ts of trade liberalization. While 

preferential rules of origin should facilitate trade among the member 

states, which in turn should spur investments, the region has been 

experiencing unprecedented delays at ports of entry in intra-regional 

trade. There is also a lack of information on opportunities and, at times, 

limited understanding of the COMESA rules of origin.

Structural Transformation
Over the last 15 years, Sudan has experienced a signifi cant structural 

change due to the commercial exploitation of oil discovered in the 

mid-1990s. The development of export infrastructures (pipelines and 

an export port) in 1999 boosted extraction as did the surge in global 

oil prices since from the early 1990s to mid-2000. The signing of the 

CPA Agreement in 2005 and the infl ow of FDI also contributed to the oil 

boom. As a consequence of this structural shift, the share of agriculture 

in the GDP dropped by about 9% during this period. This was largely 

due to the combined impact of Dutch disease, a decline in agriculture 

productivity, the global recession and the continued economic sanc-

tions imposed on Sudan. However, during this period the Khartoum 

Petrochemical Plant, the Petrochemical Trading Company as well 

as the Al-Obeid and Port Sudan refi neries emerged as an important 

downstream business of the oil industry with an estimated $1.8bn in 

investment, which partially offset the decline of textile industry.

Prior to the discovery of oil, Sudan was primarily an agricultural country 

with sugar and cotton as the main commodities. However, the discovery 

of oil has relegated agriculture to the background, a symptom of Dutch 

disease. In order to revive the sector, the government has put in place an 

agricultural revitalization program aimed at enhancing food security and 

export performance while reducing poverty. There are several impedi-

ments to diversifi cation – inadequate credit, inconsistent government 

policies and low productivity due to poor technology. For example, 

spinning and textile factories continue to operate at 43.6% of installed 
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capacity due to the decline of cotton production and strong competition 

from cheap imports. To facilitate the required structural change, Sudan 

needs to undertake serious steps toward upgrading infrastructure and 

raising human and technological capacity.

Inclusive Growth and Employment 
While Sudan achieved high GDP growth during the decade before 

secession, this growth was neither sustainable nor inclusive and 

hence not suffi cient to reduce poverty. Adequate policies and reforms 

are required to bring about inclusive growth. According to data from 

the 2008 census, 44% of Sudanese men and 52% of women are 

employed in the agriculture sector. While women in Sudan participate 

in the labour force, data illustrate that overall male participation rates 

are much higher than female participation rates in all age groups, with 

more than a 50% gender gap in the 54-59 age group. Contributing 

to the low female participation rate in the Sudanese labour market are 

cultural norms that either discourage employers from hiring women or 

establish a preference for male employees in certain jobs.

Participation rates have always been higher in rural than urban areas, 

especially in the 10-14 age group, indicating a high prevalence of child 

labour in rural areas. Sudan has seen an infl ux of migrant workers in 

the labour market, partly due to population displacement resulting from 

the civil war. Returnees contribute to rural-urban migration, wanting to 

escape the harsh conditions of rural areas.

Climate Change and Transition to a Green Economy
Sudan has suffered from the phenomenon of climate change, as most 

of parts of the country have been impacted by desertifi cation, lack of 

rainfall, frequent drought and deforestation. While the government fully 

understands the implications of Climate Change and Green Growth, it 

does not yet have a coherent policy in these areas. Since the signing 

of the CPA in July 2005, the government has been concentrating on 

other priorities, including creating the conditions for peace and stability 

and putting the economy on a sustainable growth path. 

Private Sector Development
According to the World Bank 2013 Doing Business Report (Table 2.26), 

Sudan has declined from a rank of 135 in 2012 to 143 at present. Yet, 

its performance in 2013 improved in three areas: starting a business, 

paying taxes, and registering property. Performance deteriorated in 

resolving insolvency, enforcing contracts, trading across borders, pro-

tecting investors, dealing with construction permits, getting electric-

ity and getting credit. The Ministry of Investment, created in 2003, 

has successfully promoted an Investment Act intended to encourage 

competition, and has set up a one-stop shop for business registration 

plus a trust fund to promote micro-credit for small companies. In addi-

tion, exemptions from customs fees and taxes have been provided 

for certain investment projects, and investors for strategic projects 

have been made eligible for free land grants. The government is also 

making efforts to further improve the business climate and is currently 

submitting a new Investment Encouragement Act to the Parliament 

for approval. The Act does not allow discrimination against foreigners 

regarding establishing business in the country. Recently, the govern-

ment embarked on policies targeting SMEs and microfi nance credit. In 

this connection, the Central Bank of Sudan has instructed commercial 

banks to allocate 12% of their lending portfolio to fi nance microfi nance 

activities. However, despite these efforts, the business environment in 

Sudan continues to face challenges, notably in terms of enforcement 

of regulations. Also, there is no legislation in place to provide public 

access to government information. 

2.11.3  AfDB Assistance – Highlights and 
Successes 
The AfDB’s cooperation with Sudan commenced in 1971. Since then, 

the AfDB has approved 35 operations, with a total net commitment of 

UA462.4m. The sectoral breakdown is as follows: agriculture (54%); 

power (15%); transport (13%); with smaller portions allocated to other 

sectors and thematic areas. The AfDB’s interventions in Sudan have 

made an important contribution to rural development, diversifi cation, 

enhanced productivity and structural transformation. Also, the AfDB’s 

infrastructure investments have improved road access and electricity 

supply to the Sudanese people and businesses. Overall, the AfDB’s 

support in Sudan has promoted economic growth, contributed to a 

reduction in poverty and improved the overall well-being of the people.

Sudan has been in arrears from the AfDB since 1995. The arrears stood 

at UA207m (about $312m) as at December 2013. The AfDB opened 

a Field Offi ce in Khartoum in 2007 and has since become an active 

partner to the country. The AfDB’s operational priorities are guided by 

the Sudan Country Brief (SCB) 2012-14 approved in October 2012. 

The SCB has been articulated around two strategic pillars: i) policy 

dialogue and targeted analytical work; and ii) technical assistance and 

capacity building. 
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In spite of Sudan’s non-accrual status, innovative and concerted efforts 

have been made to undertake activities on policy dialogue, capacity 

building and targeted operations. These activities are fi nanced through 

resources not affected by the non-accrual status drawing upon the 

AfDB’s Fragile States Facility (FSF), the African Water Facility (AWF), 

the Emergency Relief Fund (ERF) and Bilateral Trust Funds. The AfDB 

has 10 ongoing operations in Sudan amounting to $61m, four of which 

were signed in 2013 totalling $5m. The wide capacity gap in PFM will 

be addressed through Pillar I resources of the FSF, which was ap-

proved in December 2013 (see Project Showcase below). This new 

operation amounts to $35m, and another $30m is being prepared for 

capacity building for inclusive service delivery. The AfDB also funded 

the $15m Institutional Capacity Building Project for poverty reduction 

and good governance, which has been credited with producing the 

National Baseline Household Poverty Survey in 2008, the fi rst of its 

kind in 30 years to highlight the poverty dynamics in Sudan. Also, the 

Emergency Assistance Operations in 2010 and 2013 have been critical 

in rebuilding schools for poor children displaced by fl oods in Khartoum, 

and schools and health facilities in Blue Nile and White Nile States. In 

Khartoum State, the rehabilitation and resuscitation of the schools is 

reported to have motivated the teachers through the provision of func-

tional water and electricity supply, enabling them to spend more hours 

in the school. School attendance among students has also increased 

and the decline in teacher turnover has resulted in a more stable learn-

ing environment. This has increased the productivity of the teachers, 

improved performance of the students and raising standards in the 

schools, evident from the rising academic achievement in all schools. 

The AfDB’s portfolio in Sudan is profi led in the Annex.

The AfDB has engaged in strong strategic partnerships with many 

key DPs working in Sudan, the most worthwhile of which has been to 

contribute to the Darfur Development Strategy (DDS) culminating in the 

Darfur Donor Conference, which pledged $1.05bn for reconstruction 

and development of Darfur. Such strategic relationships will continue 

for the next six years of the DDS implementation timeframe. 

Table 2.26: Sudan’s Business Climate

 Unit Indicator

Ease of Doing Business Rank Rank 143

Control of Corruption Index 11

Days to Start a business Days 22

Registering Property Rank 37

Getting Credit Rank 167

Enforcing Contracts Rank 151

Protecting Investors Rank 158

Getting Electricity Days 15

Source: World Bank Doing Business, 2013
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Enhancing Sudan’s 
Governance and 
Accountability in 
Public Financial 
Management

Public Financial & 

Macroeconomic 

Management Capacity 

Building Project. 

Since the secession of South 

Sudan, Sudan’s economic situ-

ation has deteriorated, resulting 

in signifi cant macroeconomic 

imbalances. The country’s debt 

is unsustainable as total external 

debt amounted to $41.5bn in 

nominal terms as of December 

2012, with a net present value 

(NPV) of debt-to-GDP at 170% 

and debt-to-exports at 1,567%. 

Despite the implementation of aus-

terity measures, the overall budget 

defi cit increased from 1.0% of 

GDP in 2011 to 4.4% in 2012 and 

is projected to rise respectively to 

4.8% and 5.1% of GDP in 2013 

and 2014. In consequence, the 

already high poverty incidence of 

46.5% may further increase.

The AfDB has recognized the 

need to stabilize the Sudanese 

economy, and has identifi ed op-

portunities to improve governance 

and accountability, specifi cally 

on debt management, pub-

lic expenditure controls, public 

procurement, cash and treasury 

management, internal and external 

audit, amongst others. Addition-

ally, the Government of Sudan 

has expressed a strong desire to 

re-engineer its business process 

for PFM. To respond, in Decem-

ber 2013 the AfDB approved 

a $34.8m grant from its Fragile 

States Facility Pillar I as part of 

an overall concerted international 

effort to assist the government to 

stabilize its economy. Scheduled 

to run until June 2018, the project 

will build capacity and enhance 

transparency and accountability in 

the use of public resources, debt 

management and macroeconomic 

policy. Key activities include build-

ing the capacity within the Ministry 

of Finance and National Economy 

to access real-time fi nancial 

information required to manage 

the country’s domestic and foreign 

debt, formulate budgets, manage 

resources and administer country 

programs. 

Showcase Project 11: 
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T
anzania’s economy has continued to record strong 

overall macroeconomic performance, maintaining 

single-digit infl ation and robust economic growth. The 

impressive performance has fundamentally resulted 

from sound economic management, a peaceful envi-

ronment, sound infrastructure development as well as 

institutional and policy reforms. The new natural gas discoveries have 

and are expected to provide impetus for robust economic growth and 

transformation in the medium term.

Given the projected trajectory, the economy is projected to attain 

middle income status in the medium term as articulated in the 

National Vision 2025 and the Zanzibar Vision 2020, and guided by 

National Strategies for Growth and Reduction of Poverty for Main-

land Tanzania and Zanzibar as well as the Five-Year Development 

Plan and Big Results Now initiative. The overarching focus is on 

growth and reduced poverty; the improvement of social well-being; 

good governance ensuring high quality livelihood; peace, stability 

and unity; and a well-educated and learning society.

The Big Results Now initiative is a fundamental commitment for 

transformational change with priorities on transport infrastructure, 

energy, agriculture, rural water, education, domestic resource 

mobilization, and the business environment. Realizing all these, 

our good relationships with institutions such as the African De-

velopment Bank are a paramount importance. With a joint focus 

on results, the Bank’s country strategy and lending support to 

Tanzania are well-aligned with national strategies.

The Bank has been an important partner in Tanzania for over 40 

years, with a particular strong presence in infrastructure and general 

budget support, which is our preferred aid modality. Tanzania is one 

of the largest African Development Fund benefi ciaries, and the Bank 

is currently managing a combined national and regional portfolio of 

over $1.5bn (about Tshs. 2.4trn). This collaborative effort has yielded 

signifi cant results, but the gains need to be sustained. The Bank’s 

Country Offi ce, with strong support from the East Africa Resource 

Center, continues to play a lead role in this regard.

Collaborating with the Bank has, indeed, been a privilege. As our 

trusted partner of choice from Africa, the Bank also plays an increas-

ingly important role through legal advisory services. Bank staff are 

active in aid coordination and are currently demonstrating leadership 

by chairing (poverty monitoring) and co-chairing (energy and transport) 

DP working groups. We will continue to work closely with the African 

Development Bank to address our development challenges, as well 

as remain proud of the impressive progress already made.

Personally, I am pleased to extend to the Bank management, staff 

and other development partners our full support and best wishes.

2.12 Tanzania

Minister of Finance

Message from
HON. SAADA 
MKUYA SALUM
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Tanzania Country Profi le and AfDB 
Engagement 
The United Republic of Tanzania is the result of the 1964 union between 

mainland Tanganyika and the island state of Zanzibar. The country is 

strategically located on the Indian Ocean with its seaport and transport 

corridor system serving its six landlocked neighbours – Burundi, the 

eastern part of the Democratic Republic of Congo, Malawi, Uganda, 

Rwanda, and Zambia. Tanzania enjoys close cultural and linguistic 

connections with its neighbours. The dominant language is Kiswahili 

and English is used widely and taught in secondary schools as the 

main language of instruction. 

Tanzania is politically stable with a reputation for maintaining a peace-

ful environment; it has traditionally welcomed refugees from confl ict-

affected countries. After becoming a multiparty democracy in 1992, 

Tanzania has held peaceful multiparty elections every fi ve years. Over 

the past 20 years, the country has benefi tted from a strong commit-

ment to reform. The ongoing constitutional reform process, which is 

fully participatory, aims to further enhance governance processes. 

The next constitutional referendum and presidential elections are 

scheduled for 2015.

The AfDB commenced operations in Tanzania in 1971.

2.12.1.  Overall Development Profi le
Tanzania has one of the fastest growing economies on the continent. 

Average GDP growth from 2010 to 2013 was around 6.9% and has 

been remarkably stable and resilient to exogenous shocks. For the 

past three years, almost 60% of growth has been driven by trade, 

manufacturing, transport, ICT, and fi nancial services. The economy 

is expected to grow at about 7% annually until 2015. Over the next 

decade, the exploitation of natural gas discoveries and the contin-

ued growth of mineral exports promise excellent development pros-

pects. In 2012, the contribution of agriculture to GDP was 27%, 

industry 25%, and services 48%. Average annual agricultural growth 

has been modest at only 4% over the past decade, which has held 

back improvements in living standards for large parts of the coun-

try’s rural population. 

The robust GDP growth in recent years has also been driven by sound 

monetary and fi scal policies. The risks of debt distress are low. Cur-

rently the International Monetary Fund (IMF) has a Standby Credit 

Facility arrangement (SCF) with Tanzania until April 2014. In addition 

to periodic article IV consultations, the government is in the process of 

negotiating a Policy Support Instrument (PSI) arrangement with the IMF.

Inclusive economic growth is a key development priority for the Tanza-

nian government but recent growth has not yet achieved the expected 

gains in employment generation especially in rural areas and for the 
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Table 2.28: Tanzania Socio-Economic Indicators

Indicator Year Data

Population 2012 47.8m

% Youth (ages 0-14) 2012 44.9%

% Female population 2012 50.0%

GDP per capita (current $) 2012 608

Poverty headcount* 2011/12 28.2%

Gini coeffi cient 2011/12 0.34

Infant mortality ,1000 live births 2012 37.7

Life expectancy at birth, male 2011 58.9

Life expectancy at birth, female 2011 61.3

Primary completion rate, boys 2012 76.8%

Primary completion rate, girls 2012 84.7%

Adult Literacy, female (> 15 yrs.) 2010 60.8%

Adult Literacy, male (>15 yrs.) 2010 75.5%

Source: National Authorities. *The national poverty headcount is based on a 
basic needs poverty line of TSH 36,482, which translates into approximately 
$1.36 at 2005 PPP.

Figure 10: Macroeconomic Indicators 2010-15
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young population. Tanzania has nevertheless made good progress 

toward some of the MDGs. Notable examples include: child survival, 

infant mortality and school enrolment. More work remains to be done 

to improve effi ciency of public service delivery. Strong interventions 

are also needed to address quality issues in the education system, 

including teacher and vocational training. Other areas in need of atten-

tion include agricultural productivity and access to clean water and 

sanitation. Progress is also needed in maternal and neonatal health 

services; for every 100,000 births, 454 women die every year from 

pregnancy related complications. Tanzania’s main development chal-

lenge is to ensure that economic growth becomes more inclusive, 

which can translate into broad-based employment generation, equal 

opportunities across age, geography and gender, and a further decline 

in poverty from the current 28.2%.

In recognition of these challenges, the government in 2013 embarked 

on the ‘Big Results Now!’ agenda, the aim of which is to set up a strong 

and effective system to oversee the implementation of its plans and 

strategies. Initial priorities under this delivery framework are in trans-

port, energy, education, agriculture, water and resource mobilization. 

Plans to exploit natural resources for socio-economic transformation 

to achieve a middle-income status are envisaged within Tanzania’s 

Development Vision 2025. This aspiration is translated into Tanza-

nia’s national development strategies, including the current Five Year 

Development Plan 2011/12-2015/16. 

2.12.2  Country Context

Natural Resources and Extractive Industries 
Tanzania is rich in natural resources and is a major exporter of pre-

cious minerals, including gold and diamonds and its unique gem-

stone, tanzanite. Growth in gold exports has prompted diversifi cation 

away from traditional export crops, such as coffee, tobacco and sisal. 

Diversifi cation has also occurred geographically, by moving away from 

traditional markets and trading partners. Tanzania is committed to the 

transparent management of the natural resource sector and has been 

compliant with the EITI since December 2012.

Over the next decade, Tanzania’s development prospects are expected 

to benefi t from the commercialization of its natural gas discoveries. 

Anticipated benefi ts include investment fl ows, increased government 

revenues, improved power generation, and various spinoff effects. 

However, this will happen gradually, as signifi cant commercial exploi-

tation is not projected to start until 2020. Discoveries are currently 

projected at 43trn cubic feet and commercial exploitation could be 

the equivalent of $430bn, which is 40 times the 2013 public sector 

budget. It is estimated that at least $15bn in FDI – mostly investments 

into the extractive industry sector – will fl ow into Tanzania over the 

next decade. The magnitude and timing of anticipated FDI infl ows in 

the natural gas sector will impact the local economy as well, espe-

cially in the areas where those investments will be made. Additional 

investments are anticipated for associated industries and for the 

development of a new port and transport corridor in Bagamoyo. It is 

possible that, over the long run, the magnitude of FDI infl ows could 

modify the current equilibrium in the domestic fi nancial market and 

have an impact on exchange rates. However, there is no evidence 

of Dutch disease as of yet. In fact, Tanzania’s real effective exchange 

rate depreciated by 20% between 2009 and 2012. 

The offshore gas discoveries in Tanzania are considered world class, 

with the potential to make a signifi cant contribution to the world’s liq-

uefi ed natural gas market. This is a likely driver for the country’s future 

economic development. One challenge for Tanzania is to invest in 

trained and qualifi ed manpower in the oil and gas industry to ensure 

broad local participation in this development. There is also a need to 

enhance governance accountability. Institutional reforms to adopt a 

Natural Gas Policy to promote conditions for inclusive growth were 

approved by the cabinet in October 2013. Effective implementation 

of this will depend on several factors, including effi ciency and cost-

effectiveness in the supply of natural gas, and effectiveness in utilizing 

resources generated from the industry to transform agricultural and 

industrial sectors. This will allow the country to effectively minimize 

adverse effects on the environment and communities. This in turn will 

require an extensive upgrade of the country’s legal and institutional 

framework to safeguard the environment, strengthen transparency and 

accountability as well as to establish mechanisms for contract scrutiny.

Regional Integration and Trade 
Stellar export performance is one of Tanzania’s success stories. 

Between 2003 and 2012, Tanzania’s export growth exceeded that of 

export powerhouses like Brazil, Tunisia, Mauritius, Malaysia, Korea, 

and Thailand, as merchandise exports grew about fi vefold. This rapid 

growth has been driven by higher prices for Tanzanian products on 

world markets, including traditional agricultural export commodities 
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such as coffee, tobacco, or sisal, but in particular the emergence of 

gold exports rising from $383m in 2003 to over $2bn in 2012. Manu-

facturing exports grew from 7% of total merchandise exports in 2003 

to 20% in 2012. Gold exports currently constitute about 23% of all 

exports, while major import items are petroleum and oil refi ned prod-

ucts, constituting 25% of total imports. 

A key feature of Tanzania’s export performance has been the diver-

sifi cation away from traditional markets. Between 2003 and 2012, 

exports to the EU dropped from 50% to 30% of total exports, while 

exports to Asia increased from 23% to almost 30%. Most impor-

tantly, Tanzania’s trade with its regional partners in the EAC and SADC 

has increased signifi cantly, increasing from less than 10% to more 

than 30%. Among EAC partners, Tanzania’s largest trading partner 

is Kenya with some 70% of Tanzania’s exports to the EAC going to 

Kenya and 90% of imports from EAC coming from Kenya. Tanzania 

has made considerable progress in accelerating regional integration 

through tariff reduction in conformity with signed protocols with its 

EAC partners. It is implementing the EAC Common Market Proto-

col from July 2010 and has prepared a National Strategy for Imple-

menting the Common Market Protocol applicable to the COMESA 

free trade zone. Tanzania continues to work with the other members 

to remove non-tariff barriers and facilitate cross border trade within 

the region. To that end, the construction of one-stop border posts at 

Namanga between Tanzania and Kenya is underway, and the AfDB 

is supporting several high-profi le trade corridor investments, such as 

the Arusha-Namanga highway and the proposed road improvement 

from Dar es Salaam to Mutukula.

Transport interconnectivity and corridor development is crucial for 

Tanzania and its neighboring countries, with the port of Dar es Salaam 

being a major regional transport hub for Eastern Africa. Favorable 

economic prospects for the East and Central African regions will 

likely result in increased trade fl ows. This puts signifi cant pressure on 

Tanzania’s seaport and transport infrastructure, highlighting the need 

to address trade bottlenecks through a balance of both infrastructure 

investment and institutional reforms. 

Structural Transformation 
The Tanzanian economy has experienced signifi cant structural change 

and diversifi cation in the last two decades with the highest growth 

sustained in services and the extractive sector taking off since 2009. 

The core challenges now are to improve transport and power infra-

structure amid enormous investment requirements and address skills 

gaps. Given the country’s objective to reach middle-income status 

over the next decade on the back of the discovery of natural gas, the 

government is placing renewed emphasis on effective implementation 

of public sector investments on the ground, most notably through its 

Big Results Now initiative.

New growth frontiers such as communications, construction, elec-

tricity, mineral extraction and gas are likely to further enhance Tan-

zania’s structural transformation. While the structure of the economy 

has undergone changes, the expected broad-based wealth creation 

and changes in employment have been modest. Agriculture contin-

ues to be the largest employer, absorbing about 75% of the labor 

force. The manufacturing sector remains small and new growth sec-

tors such as mining currently function as enclave economies with little 

employment generation. 

Inclusive Growth and Employment 
Supporting inclusive economic growth is a key development priority 

for Tanzania, as the strong growth performance in recent years has 

not yet translated into signifi cant gains in employment generation; 

recent estimates suggest limited poverty reduction. The basic needs 

poverty rate for 2012 is estimated at 28.2%, down from 33.6% in 

2007 and 35.6% in 2001. Interestingly, there is evidence to suggest 

an improvement in non-income poverty indicators, such as better 

access to schooling and electricity. This is a positive sign that needs 

to be confi rmed through ongoing trend analysis. Offi cial employment 

data has not been available since the release of the Integrated Labour 

Force Survey in 2006, but information from National Panel Surveys 

indicates an increase in labour force participation between 2008 and 

2011. High youth un- and underemployment is attributed to the weak 

quality of education, limited opportunities for skills development and 

lagging employment creation from the private sector. Meanwhile, lack 

of opportunity and slow growth in the agricultural sector are inducing 

rural youth to migrate into cities. 

Survey evidence suggests that male employees earn on average 1.7 

times more than females. Nevertheless, Tanzania has made progress in 

advancing gender equality and has achieved the MDG target of equal 

access of boy and girls to primary and secondary schools. With 45% 

of the population under the age of 15, Tanzania is under immense 
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pressure to create employment opportunities to absorb an increasing 

number of youth that will enter the labor market in the coming years. 

Unleashing private sector potential is, therefore, essential. 

Climate Change and Transition to a Green Economy
Climate change simulations suggest that the main impact of climate 

change for Tanzania will be through increased rainfall variability, affect-

ing agricultural production and hydropower generation. Tanzania is in 

the early stages of preparing for a transition to green growth. Green 

growth aspects in Tanzania have been mainly analysed from a climate 

change and environmental perspective, but less so from a multi-sec-

toral perspective. Analysis is needed toward fi nancial needs of the 

establishment of climate change mitigation funds. Tanzania needs an 

integrated strategic framework and funding mechanisms to effectively 

manage a long-run transition to green growth. Going forward, this pres-

ents an opportunity for engagement, especially in areas of renewable 

energy, transport, agriculture/rural development, and water supply.

The AfDB and DPs are indirectly supporting green growth objectives 

through emphasis on infrastructure and regional trade. Because of an 

increased likelihood of agricultural variability due to climate change, 

countries face a higher chance of localized droughts. But risks for food 

insecurity can be overcome by infrastructure development and trade 

facilitation. This process means reaching strategic development objec-

tives and growth targets, while at the same time seeking to maximize 

natural resource use effi ciency, minimizing waste and pollution, and 

building resilience of livelihoods and economic sectors. It also entails 

identifying development options that promote economic growth while 

sustaining or increasing natural and social assets. 

Private Sector Development
Tanzania has enormous potential for private sector growth. There 

has been a resurgence in private sector presence over the past few 

years, fuelled by the country’s excellent development prospects. A 

dual economy exists, with a formal sector comprising few large and 

highly profi table fi rms, and a large informal sector with a multitude of 

MSMEs. However, challenges remain in numerous areas such as the 

high cost of doing business due to infrastructure bottlenecks, the lim-

ited availability of reliable electricity, congested port facilities in Dar es 

Salaam and missing links in the road and rail networks, high interest 

rates, lack of predictability of policy implementation undermining inves-

tor confi dence and insuffi cient quality of post-secondary education. 

Tanzania’s ranking of the World Bank’s Ease of Doing Business 

Index declined from 127 in 2012 to 145 out of 185 countries in 

2014 (Table 2.29). Nonetheless, the country is making great strides 

through the Tanzania Investment Center to make all the necessary 

information needed by investors available online. This is a welcome 

step to reducing the cost of doing business. There are signifi cant 

untapped investment opportunities in areas like agribusiness, tour-

ism, the natural gas and mineral sectors and associated industries 

including real estate, construction, housing and the fi nancial sector. 

The scale of FDI infl ows is about 5% of GDP (2012). Greenfi eld 

investment in the extractive industries and tourism make up about 

three-quarters of these infl ows. Complementary policy measures to 

attract private investment include addressing infrastructure gaps, 

improving of human capital skills and broadening access to fi nance 

for small businesses. The Bagamoyo Sugar Project, which aims to 

enhance agribusiness and eco-energy generation through a mix of 

commercial lending and partial risk guarantees, is a welcome step 

in PPP development with the AfDB playing a lead role in the fi nan-

cial structuring. 

2.12.3  AfDB Assistance – Highlights and 
Successes 
The AfDB commenced operations in Tanzania in 1971 and since 

then interventions have comprised more than 125 operations with a 

total net commitment of about $3bn on a cumulative basis, making 

Tanzania one of the largest African Development Fund recipients. 

The largest share of this support has been allocated to infrastructure, 

followed by multi-sector operations, and specifi c sector interven-

tions. Hence, the AfDB has made a signifi cant contribution to the 

development of Tanzania.

The overall objective of the AfDB’s Country Strategy Paper (CSP) 

2011-2015 for Tanzania is to support Tanzania to enhance competi-

tiveness, achieve inclusive growth, and reduce poverty. The CSP is 

articulated around two strategic pillars: (1) infrastructure development; 

and (2) governance, with a focus on the enabling institutional and 

business environment. Interventions under pillar 1 are designed to 

address the country’s transport and energy bottlenecks. Support 

under pillar 2 is aimed at policy-based lending to leverage reforms 

in the energy sector and build institutional capacity, development 

of technical and vocational education skills, and the strengthening 

of advisory and analytical activities. 
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The AfDB’s ongoing portfolio Tanzania at the end of 2013 consisted 

of 33 operations, 17 national, three private and 13 regional projects 

– with a total net commitment of UA1bn. As two projects in the agri-

cultural and health sectors have closed, the portfolio has currently 

30 operations. The sector distribution is aligned with the country 

strategy focus. Transport takes the lion share (34%), followed by 

the multi-national (mostly transport and energy) operations (19%), 

multi-sector (14%), water supply and sanitation (10%), energy, social 

and agriculture (about 8% each). Private sector operations account 

for 1% of the portfolio. The AfDB’s portfolio in Tanzania is detailed 

in the Annex.

The AfDB’s investments in Tanzania have generated signifi cant 

development results in recent years. Important results recorded over 

2011-2013 include: upgrading of more than 270 km of road to bitu-

men standard; construction and rehabilitation of 44 market facilities; 

and training of more than 11,000 participatory farmer groups. Other 

results are: completion of 300 village water projects serving about 

3.9m people; provision of micro-credit to 93,364 entrepreneurs; 

and, subsequently, the creation of an estimated 200,000 new jobs 

by small entrepreneurs. Also, 53 outpatient department units and 

nine obstetric theatres were constructed.

The AfDB has established itself as a key DP with leadership roles in 

the transport, energy, and advisory services. It increasingly acts as a 

knowledge broker and leader in policy dialogue, notably by chairing 

the poverty working group and co-leading the transport and energy 

sector working groups. Looking forward, the AfDB will continue to 

support the government’s drive for reforms in the energy sector as 

Africa’s trusted partner of choice through instruments such as gen-

eral budget support (GBS), but also by building transmission lines 

and geothermal exploration. Furthermore, the proposed Bagamoyo 

Sugar Project will innovatively support agriculture and green growth, 

and address the energy sector issues by leveraging private sector 

investments. This project will be linked to an outgrowers scheme 

to be fi nanced through African Development Fund (ADF) resources. 

The AfDB has a good implementation record in the transport sector 

and will continue to forge strategic partnerships and explore oppor-

tunities in rail and ports sub-sectors. Other highlights include the 

Technical and Vocational Training Project which will support the gov-

ernment to enhance Tanzania’s human capital base, achieve inclu-

siveness and generate much-needed skills for the upcoming gas 

boom. Finally, the AfDB through the African Legal Support Facility 

(ALSF) is considering scaling-up activities in advisory services. For 

example, ALSF is already active in helping to build government’s legal 

capacity for negotiating the Bagamoyo port deal, public-private part-

nerships (PPPs), and upcoming negations in the natural gas sector.

Table 2.29 Tanzania Business Climate 2014

Indicator Unit Score

Ease of Doing Business Rank Rank 145

Days to Start a business Days 26

Registering Property Rank 146

Getting Credit Rank 130

Enforcing Contracts Rank 42

Protecting Investors Rank 98

Getting Electricity Days 109

Source: World Bank Doing Business, 2014
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Small Money, 
Big Impact – 
Interventions to 
Support Tanzanian 
Entrepreneurs

The SELF-II Project (UA6.2m) 

was approved in May 2010 and 

is expected to be completed by 

December 2015. Its objective is 

to improve access to fi nancial 

services for 820,000 small entre-

preneurs in all districts of mainland 

Tanzania and Zanzibar. SELF-II 

is the AfDB’s fl agship project in 

Tanzania for the period under 

review due to its contribution to 

socio-economic transformation in 

rural and peri-urban areas across 

the country. To date, the project 

has lent funds to 361 microfi nance 

institutions, 225 (62%) of which are 

rurally-based. An estimated 93,364 

entrepreneurs have benefi ted 

from loans from SELF-II since the 

project started and 57% of the 

benefi ciaries are women. Of the 

loan recipients, 80,791 are from 

rural and peri-urban areas and 

30% are youths aged 35 years 

and below. Estimates are that the 

support provided by SELF-II may 

have indirectly contributed to the 

creation of over 200,000 jobs. In 

further support of these efforts, the 

AfDB announced the offi cial launch 

of the African Guarantee Fund in 

June 2012. Administered through 

its non-sovereign operations 

window, this provides a market-

friendly guarantee scheme aimed 

at easing access to fi nance for 

Africa’s SMEs.

Even though Tanzania is a 

resource-rich country, most of its 

minerals are still exported in raw 

form without capturing the higher 

potential from added value. To ad-

dress this opportunity, the Arusha 

Technical College offers a unique 

mineral-processing course to add 

value to precious gems, including 

tanzanite, which is a highly suitable 

line of business for SMEs, includ-

ing women-owned businesses. 

The AfDB plans to support such 

skills strengthening in the minerals, 

oil and gas sectors through a forth-

coming technical and vocational 

training project. 

Showcase Project 12: 
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T
he Uganda Country Profi le casts a bird’s eye view 

across Uganda’s current development achievements. 

Over the last two decades, Uganda has experienced 

unprecedented economic growth in all areas. Absolute 

poverty has continued to fall, as a consequence, from 

24.5% in 2009/10 to 22.2% in 2012/13, consolidating 

gains made in this sphere over the past two decades.

The achievements are underpinned by a forward-looking development 

agenda, Vision 2040, and well thought-out development priorities, as 

well as prudent policies which led to stable macroeconomic stability 

and the recovery of economic activity in Uganda.

Uganda’s development vision and priorities seek to ensure social and 

structural transformation. Our Government endeavours to ensure that 

current economic growth is socially inclusive, translating into jobs, 

opportunities for the young and visible improvements in people’s 

lives. Furthermore, it seeks to encourage value addition to ensure 

that much of the growth is underpinned by sophisticated products 

that come from innovation and diversifi cation, rather than from a very 

narrow range of traditional commodities exports. Whereas agriculture 

employs around 66% of the national workforce, it only contributes a 

little over a fi fth of Uganda’s GDP. Value-added growth in this sector 

is strongly encouraged by the Government.

Furthermore, the Government has embarked on an extensive 

investment into a major transport and energy infrastructure devel-

opment programme, which will lower the cost of doing business, 

and boost Uganda’s competitiveness in regional trading blocs of 

which Uganda is a member. It will enhance private sector develop-

ment, which is recognised by the Government as the ultimate job 

provider. Through appropriate policies, Uganda will build upon the 

successes and lessons from other natural resource-rich countries 

to build on its emergent and promising extractive sector to leverage 

its transformational agenda. 

The African Development Bank has been a loyal partner through 

this journey through the range and depth of its investment portfolio 

in Uganda, covering essential priority strategic areas on Uganda’s 

transformation agenda, including infrastructure and skills development.

2.13 Uganda

Minister of Finance, 
Planning and Economic 
Development

Message from 
HON. MARIA KIWANUKA
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Uganda Country Profi le and AfDB 
Engagement 
The Republic of Uganda is a landlocked country, bordered by Kenya, 

South Sudan, the Democratic Republic of the Congo, Rwanda, and 

Tanzania. Around forty different languages are in use in the country, 

the most common of which are English and Luganda. Uganda gained 

independence from Britain in 1962. It is a presidential republic, in which 

the President of Uganda is both Head of State and Head of Govern-

ment. The political system is based on a democratic parliamentary 

system with universal suffrage for all citizens over 18 years of age. 

The cabinet is appointed by the president, predominantly from among 

the elected legislators. Uganda held presidential and parliamentary 

elections in February 2011. The incumbent President and his ruling 

National Resistance Movement were re-elected with a 68% major-

ity for another fi ve-year term. Uganda is a peaceful country and has 

recorded notable improvements in the areas of political stability and 

absence of violence despite the threat of terrorism. 

The AfDB commenced cooperation with Uganda in 1969.

2.13.1.  Overall Development Profi le
Uganda is endowed with natural resources, fertile soils, rainfall ranging 

between 500mm to 2,500 mm and mineral deposits. The recently 

discovered oil is expected to make a signifi cant contribution to the 

economy. The economy relies heavily on agriculture, services and 

manufacturing, with some marginal but increasing contribution from 

tourism and extractives. 

Uganda’s GDP growth rate declined from 6.2% in 2010 and 2011 to 

2.8% in 2012 but recovered in 2013, reaching a robust 5.2%. The 

decline in 2012 was mainly due to the implementation of tight fi scal 

and monetary policies and the suspension of aid due to a misap-

propriation of donor funds which led to development spending cuts. 

The recovery in 2013 largely refl ects increased exports, investments 

and a strong performance in the industry and services sectors. The 

industrial sector, representing 25.1% of GDP, grew the fastest in 2013, 

at an estimated rate of 6.8%. This growth primarily refl ected the strong 

performance of the manufacturing, electricity supply and construction 

segments of the economy. The manufacturing sector alone accounts 

for 8.1% of GDP. The services sector, accounting for 45.7% of GDP 

and employing 13% of the Ugandan workforce, followed with an esti-

mated growth rate of 4.8%. Transport and communications, fi nancial 

services as well as public administration and defense, all key drivers 

of the services sector, also recorded signifi cant growth. Furthermore, 

tourism, which accounts for 9% of GDP, has become an important 

source of foreign exchange, earning approximately $660m in 2012. 

Agriculture (including forestry and fi shing), accounting for 22.9% of 

GDP and employing 82% of the country’s workforce, grew by 1.4%. 

This low performance in growth is largely attributed to the subsistent 

nature of the sector, underscoring the pressing need to promote 

agribusiness and improve agricultural productivity.

The outlook is positive, with a real GDP growth rate projected at 

Budget balance % GDP Current account % GDP 

Real GDP growth CPI inflation 

-15 

-10 

-5 

0 

5 

10 

15 

20 

2010 2011 2012 2013 (e) 2014 (p) 2015 (p)

Table 2.13: Uganda Socio-Economic Indicators

Indicator Year Data

Population (millions) 2012 37.4

% Youth 2012 57%

% Female Pop 2012 51%

Poverty % below $1.25 per day, Male <$1.00 22%

Poverty % below $1.25 per day, Female Per day 

Gini coeffi cient 2012 0.431

Infant mortality per 1000 2012 54

Life Expectancy, Male (years) 2012 49

Life Expectancy, Female (years) 2012 52

Adult Literacy, Male 2012 77%

Adult Literacy, Female 2012 65%

Figure 11: Macroeconomic Indicators 2010-15
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6.6% in 2014 and about 7% in 2015. The outlook is predicated on 

the government’s ability to maintain macroeconomic stability, tackle 

corruption, increase investments in priority sectors, and the resump-

tion of DP assistance. Key drivers of GDP growth over the medium 

term are expected to include increased construction activities due 

to the implementation of important infrastructure projects, including 

hydroelectric projects, which will benefi t the manufacturing sector and 

support activities in the service sector, notably tourism. Furthermore, 

oil discoveries in commercial quantities made in recent years have the 

potential to play a pivotal role in the Ugandan economy. Oil production 

is expected to commence in 2018.

Uganda’s sound economic growth over the last two decades permit-

ted a decline in the population living below the offi cial poverty line, 

from 56% in 1992 to 31% in 2007. As such, Uganda has already met 

two MDG targets – halving the number of people living in absolute 

poverty and achieving debt sustainability – and is on track to achieve 

another eight. Sustained improvements in nutrition mean that the share 

of underweight children has reduced by half since 1995. In recent 

years the rate of progress in reducing child mortality has increased 

by a factor of seven, driven by the success of government’s ongoing 

fi ght against malaria and signifi cant improvements in the availability 

of essential drugs. Despite this success, there are a number of areas 

where progress remains slow, has stagnated or has experienced a 

reversal. Trends in maternal mortality and HIV/AIDS are still sources 

of concern, given their direct impact on the lives of many Ugandans. 

The overarching development challenges facing Uganda today in-

clude: the need for infrastructure to spur industry growth, economic 

transformation through promotion of value chains and value-adding 

activities in productive sectors, plus skills development to ensure 

that the country’s labour force responds to the needs of the markets. 

Uganda is guided by its Vision 2040, under-pinned by three-year 

National Development Plans. The Vision 2040 builds on the progress 

that has been made in addressing the strategic constraints hampering 

Uganda’s socio-economic development since her independence and 

seeks to strengthen the fundamentals of the economy to harness the 

abundant opportunities which include: oil and gas, tourism, minerals, 

ICT, an abundant labour force, geographical location, trade, water 

resources, industrialization, and agriculture. Infrastructure develop-

ment (energy, transport, water, oil and gas) is considered key to the 

implementation of Vision 2040.

2.13.2  Country Context

Natural Resources and Extractive Industries 
Uganda is currently in the process of managing three key phases of 

its oil industry: (i) capacity building and institutional development to 

develop frameworks to govern the industry; (ii) exploration and appraisal 

processes through which licensed oil companies submit applications 

for oil production licenses and fi eld development plans; and (iii) setting 

up a small-capacity refi nery to export crude oil via a pipeline. Two bills, 

the Petroleum (Exploration, Development and Production) Bill 2012 

and the Petroleum (Refi ning, Gas Processing, Conversion, Transpor-

tation and Storage) Bill 2012 were passed by Parliament in December 

2012 and February 2013 respectively. Oil and gas exploration activi-

ties in the Albertine Graben of Uganda have had a 91% drilling suc-

cess rate, with 58 of the 64 exploration and appraisal wells drilled to 

date fi nding oil or gas. The AfDB organized a high-level workshop on 

managing oil revenues, which was well-received by the government 

and stakeholders. Furthermore, the Africa Legal Support Facility has 

been actively engaged to provide support for the sector.

Regional Integration and Trade 
Uganda exports a whole range of products. Major exports include 

tea, coffee, cotton, tobacco, fruits, cut fl owers, cereals, pulses and 

vegetables. Uganda further exports animals and animal products, 

minerals, as well as pharmaceuticals, wood and metal products. A 

deepening of the eurozone crisis could render the country vulnerable 

to smaller aid infl ows and adversely affect the volume of its trade with 

those countries, thus reducing export earnings. While improving in 

recent years, the external current account balance continues to register 

signifi cant defi cits, pointing to a need for economic diversifi cation. 

Exports continue to be dominated by agricultural cash crops, repre-

senting about 60% of total export earnings in FY 2013. The current 

account defi cit has been mitigated by private remittances averaging 

$800m per year over the last three years. During the same period, FDI 

averaged around $1.4bn per year and both are expected to increase 

in the medium term. 

Uganda is a member of two trading blocs: EAC and COMESA. The 

portion of Uganda’s exports to COMESA is about 38% (2010), while 

it is 23% (2010) for the EU and 7% for the EAC. South Sudan had 

recently emerged as one of the main export destinations for Uganda’s 

agricultural products but the current crisis has disrupted trade, caus-
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ing a negative impact on Uganda’s exports. However, Uganda is not 

suffi ciently connected to the trading blocs to which it belongs, the 

main constraint being insuffi cient physical infrastructural networks 

that add greatly to the costs of transporting goods. Although there 

has been much progress in trade liberalization within the EAC and 

COMESA, more needs to be done to fully exploit the potential within 

these blocs. A number of attempts are now underway regarding trade 

barriers within the blocs, but efforts require more resources and politi-

cal will to address all of the issues, such as slow implementation by 

member states to eliminate tariff and non-tariff barriers to trade. The 

current tariff barriers refer to Category B products (those considered 

particularly sensitive to competition from other countries) which were 

granted asymmetrical tariff liberalization among the EAC partner states, 

notably by Uganda and Tanzania on Kenyan products. EAC countries 

are currently working on measures to improve the situation, including 

one-stop border posts and harmonization of custom procedures. For 

example, TradeMark East Africa has given a $24m grant to fund infra-

structure projects in Uganda to upgrade four border posts. Through 

a trade facilitation project under its regional window, the AfDB plans 

to support additional border posts. Uganda has acknowledged that 

upgrading the border posts is essential to effi cient and faster transits 

of goods and services across the border. EAC Heads of State signed a 

protocol in December 2013 to adopt a common currency in 10 years.

Railway and road networks linking Uganda to regional partners re-

main largely in poor condition. Uganda lacks a railway connection to 

Tanzania, Burundi, Rwanda, the DRC, Sudan and Ethiopia. These 

defi ciencies have increased trade transaction costs and depressed 

trade opportunities within the region. There are efforts to rehabilitate 

the internal rail network to the northwestern town of Pakwach. The 

Rift Valley Railways line from Tororo near the Kenyan border was re-

opened in October 2013, 18 years after services ceased. The AfDB 

has supported a number of road infrastructure projects to boost 

connections between Uganda and neighbours, including Rwanda-

Kabale-Kyanika link, Kabale-Bunagana-DRC link, Fort Portal-Lamia 

DRC link and Rukungiri-Ishasha DRC link. The AfDB further plans to 

support connection to Kenya through roads such as Mbale-Lwakhakha 

and Kapchorwa-Swam.

Structural Transformation
Uganda’s economy has registered robust growth in recent years, 

but greater effort is required to support structural transformation. 

The extractive sector is expanding rapidly fuelled by massive invest-

ments in oil and mining sectors, but its contribution to GDP remains 

a miniscule 0.3% as of 2012. Potential for economic diversifi cation 

and structural transformation lies with government’s ability to effec-

tively utilize oil revenues to develop important infrastructure projects 

including hydroelectric projects which will benefi t the manufacturing 

and service sectors. Currently, the government is actively promoting 

the development of value-adding activities in key sectors including the 

agriculture and mining sectors. Furthermore, oil has the potential to 

play a pivotal role in the Ugandan economy. Uganda has outlined its 

Vision 2040 to steer economic transformation toward industrialization, 

pledging to become a middle income country by 2018. The National 

Development Plan 2011-15 identifi es the development priorities as 

infrastructure development (energy, railway, and waterways), human 

development (education, skills, water and sanitation), facilitating critical 

production inputs to agriculture/industry and promotion of science and 

technology. Prioritization of infrastructure in the budget is a refl ection 

of government’s commitment to reduce these physical defi cits and 

accelerate structural transformation required to maintain high eco-

nomic growth. According to the Africa Infrastructure Development 

Index, Uganda was ranked 29th on the continent in 2007, improving 

to 24th by 2010 due to stepped-up investment in electricity genera-

tion and distribution, and the construction of major road networks 

across the country. 

Inclusive Growth and Employment 
While overall poverty levels have declined, economic growth in Uganda 

must become more inclusive. Income inequality has been rising in 

recent years, with the Gini coeffi cient increasing from 0.42 in 2009 to 

0.431 in 2012. Moreover, outcomes in health and education as well 

as access to basic social services have not been suffi ciently inclusive, 

largely explained by regional disparities. National budget allocations 

to education and health have decreased. New taxes on water, wheat 

and fuel are likely to place an additional burden on the poor. Spatial 

disparities in poverty also exist, with Northern Uganda being the most 

impoverished. While the government has instituted tough legislation 

and policy frameworks for tackling gender inequality, unequal access to 

productive resources, harmful traditional practices and gender-based 

violence remain major barriers to women’s economic and political 

empowerment. Legislation to strengthen women’s rights to land, as-

sets and inheritance are required to make growth more inclusive. Yet, 

some progress has been made as the number of parliamentary seats 
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held by women has increased from about 30% to 35% from 2006 to 

2011 due to affi rmative-action policies. The constitution requires every 

district to have a female representative to parliament and counties to 

have a woman representative on district councils. The Local Govern-

ment Act provides for one-third of the seats on each local council to be 

reserved for women. It also provides for affi rmative action with respect 

to other marginalized groups in the composition of local councils. It 

is evident throughout the country that there is increased awareness 

and broad acceptance of women as leaders. 

Pro-poor growth strategies are still required; these are needed to 

tackle youth unemployment and skills development, social protection 

to reduce the vulnerability of the poor and improvements in educa-

tion retention rates for children of low income households. Uganda 

has made signifi cant progress in promoting gender equality and 

empowering women with MDG goal 3 on track to being achieved 

by 2015. The most prominent contributor in achieving parity is the 

introduction of the universal primary education (UPE) and the affi rma-

tive action policies in university admission, which have assisted girls 

in closing the gap with boys in terms of enrolment from primary to 

tertiary levels. Since introduction of universal primary education in 

1997, the total number of students enrolled increased from 2.7m 

to 8.7m by 2010. The net primary enrolment ratio stands at 94% of 

girls and 91% of boys. The ratio of net secondary education of 21% 

of girls and 22% of boys also means that this indicator is on track 

to being achieved by 2015. UPE has been effective in increasing the 

female student enrolment as one of its registration requirements was 

for each family to register up to four school-going children, of which 

two had to be girls. Secondly, effective 1991, all female applicants 

to public universities were awarded 1.5 bonus points, an affi rmative 

action which has increased the female university population. Other 

initiatives to improve girls’ education includes the National Strategy 

for Girls Education and the Girls’ Education Movement, which aim at 

returning drop-out girls back to school. The ten-year strategic plan 

for ‘skilling Uganda’ which was launched in October 2012 to scale 

up business, technical, vocational education and training also aims 

to improve equitable access to skills development. 

Climate Change and Transition to a Green Economy
Uganda’s climate is naturally variable and susceptible to fl ood and 

drought events, thus the country is highly vulnerable to climate 

change. Climate change in the long-term has the potential to halt or 

reverse the country’s development trajectory due to increased food 

insecurity, shifts in the spread of diseases like malaria, soil erosion and 

land degradation, fl ood damage to infrastructure and settlements and 

shifts in the productivity of agricultural and natural resources. It will 

be the poor and vulnerable who feel these impacts the most. A shift 

in the viability of coffee growing areas could potentially wipe out 40% 

of export revenue from the coffee crop. Early adaptation to climate 

change can moderate impacts and even secure benefi ts; therefore the 

government needs to climate-proof Uganda’s development through 

effective action to strengthen institutions, professional incentives and 

strengthening interagency coordination. To that end, Uganda’s Draft 

Climate Change Bill has been fi nalised and several initiatives to enhance 

climate resilience are ongoing throughout Uganda. 

The country has also requested the AfDB’s support for development 

of a National Green Growth Strategy. In 2007, Uganda’s Ministry 

of Energy and Mineral Development in a joint effort with The Royal 

Netherlands Embassy and Germany’s GIZ produced a Renewable 

Investment Guide to highlight the investment opportunities in the 

renewable energy sector. Currently, a number of DPs, including DFID 

and Danida, are implementing renewable energy projects in Karamoja 

and other parts of Uganda. Uganda is encouraged to make use of 

the AfDB’s innovative fi nancing instruments, which combine energy 

access with promotion of clean energy and low carbon development 

options, though AfDB is processing support for climate-proofi ng the 

water sector through GEF. 

Private Sector Development
Overall, Uganda’s business environment remains challenging. The 

private sector suffers from fragmentation and insuffi cient development 

of industry, which is situated low in the value chain and generally 

lacks diversifi cation. The level of workforce skills remains a concern 

and explains in part the high unemployment fi gures. Infrastructure 

bottlenecks remain a key impediment to doing business in Uganda. 

To boost private sector activity, the government has embarked on 

an ambitious infrastructure development program, notably including 

power generation and transport infrastructure. It has also established a 

PPP unit at the Ministry of Finance and a PPP law is currently with the 

Parliament awaiting enactment. Additionally, it has initiated a fi nancial 

literacy strategy to promote access to fi nance. Uganda’s ranking in 

the World Economic Forum’s Global Competitiveness Report 2013/14 

decreased to 129 (out of 148), from 123 in 2012/13. Key issues un-
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dermining competitiveness include weak infrastructure, low education 

and health indicators and lack of training. Also, fi nancial services in 

Uganda are less affordable and available than in other countries in the 

EAC region. The World Bank Doing Business Report (2013) ranked 

Uganda 9th among 46 Sub-Saharan African economies but 120th 

globally out 185 countries, placing it behind Rwanda (52nd) but above 

Kenya (121st) and Tanzania (134th) in the EAC region (Table 2.14).

2.13.3  AfDB Assistance – Highlights and 
Successes 
Since the commencement of its support to Uganda in 1969, the 

AfDB approved loans and grants amounting to a total commitment 

of UA2.15bn as of 2013. The largest share of this support has been 

allocated to the social sector (24%), agriculture (20%), transport 

(19%), power (13%) multi-sector (11%), water and sanitation (8%).The 

AfDB has made a signifi cant contribution to Uganda’s infrastructure 

development and knowledge and skills development. 

The overarching objective of the AfDB’s Country Strategy Paper (CSP) 

2011-16 for Uganda is focused on the development and rehabilitation 

of critical economic infrastructure, and improving capacity, skills and 

technology development for poverty reduction. The CSP has been 

articulated around two pillars. Pillar 1 is infrastructure development 

and increased agricultural productivity. The aim is to support infra-

structure that is designed to improve the road network and reduce 

transport costs, enhancing marketing of agricultural produce and 

other merchandise. Pillar 2 is focused on knowledge and skills. It 

targets an increase in the productivity of the Ugandan population, 

by investing them with better knowledge and advanced skills.

The AfDB’s ongoing portfolio in Uganda at end-2013 consisted of 

20 operations, including 17 public sector projects, two multinational 

projects and one private sector operation. These operations have a 

total commitment value of UA793.3m. The sectoral commitments 

of the AfDB’s ongoing portfolio are as follows: social (23.37%); en-

ergy (9.05%); agriculture (19.31%); transport (34.37%); water and 

sanitation (9.92%); multi-national (2.36%) and private sector/fi nance 

(1.62%). The AfDB’s portfolio in Uganda is detailed in the Annex.

AfDB support to Uganda has generated positive results over time. 

To give a few recent examples, the AfDB’s investments in the en-

ergy sector have signifi cantly improved electricity supply to Uganda 

and reduced power subsidies by 63%, from UGX186.8bn to 68bn 

in 2012. The completion of the Bujagali (250MW) and Buseruka 

(9MW) hydropower stations enabled Uganda to double electricity 

generation capacity, whereas grid extension projects supported by 

the AfDB have enabled several previously unconnected communities 

to have access to electricity. Furthermore, the AfDB’s investment 

in developing the road network infrastructure has boosted internal 

trading corridors and enabled different regions of the country to 

trade with each other.

The AfDB has established itself as one of the major DPs in Uganda, 

not only in terms of fi nancial volume and quality of assistance pro-

vided, but also through its engagement in dialogue with the govern-

ment, DPs and other stakeholders and its positioning as a knowledge 

institution. The AfDB continues to play a lead role in aid coordination 

and harmonization. It chaired the DP Economists Working Group, 

as well as the Water Working Group. It is currently undertaking a 

major study on the development the Jinja-Kampala-Entebbe corridor, 

which will be a major contribution to Uganda’s urban infrastructure 

and economic development strategy.

Table 2.32 Uganda Business Climate

Doing 

Business 

2012 Rank: 

119

Change in 

Rank: -1

Topic Rankings DB 2013 

Rank

DB 2012 

Rank

Change 

in Rank

Starting a Business 144 143  -1

Dealing with 

Construction Permits

118 115  -3

Getting Electricity 127 124  -3

Registering Property 124 121  -3

Getting Credit 40 52 12

Protecting Investors 139 136  -3

Paying Taxes 93 84  -9

Trading Across 

Borders

159 157  -2

Enforcing Contracts 117 116  -1

Resolving Insolvency 69 64  -5
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Community 
Agricultural 
Infrastructure 
Improvement 
Programme — Project

The Community Agricultural Infra-

structure Improvement Programme 

(CAAIP) was awarded a prize from 

the US Treasury as the best project 

in the agricultural sector. Transport 

constraints in many rural com-

munities in Eastern and Central 

Uganda made it extremely diffi cult 

for farmers to market their produce. 

This limited farmers’ productivity, 

and burdened traders in rural areas 

with high transaction costs. Through 

this project, the AfDB supported the 

construction of 578km of district 

feeder roads, rehabilitated 4,447km 

of community access roads in 26 

districts of Uganda, constructed 

or rehabilitated 77 rural agricultural 

markets and installed 112 pieces of 

agro-processing equipment across 

the project area. The project has in-

creased rural access, boosted local 

productivity and entrepreneurship 

and promoted inclusive develop-

ment. Construction of community 

access roads, bridges, and feeder 

roads in areas that were hard to 

reach enabled rural communities to 

access markets for their products. 

Since 2008, the project area has 

seen the proportion of marketed 

agricultural products increase by 

7.5%, farmgate prices for cassava, 

maize, milk and bananas go up by 

36% and a 40% rise in household 

income. Meanwhile, travel costs 

have dropped by 63%, while post-

harvest losses have gone down by 

72%. The new roads have further 

benefi ted school-going children, ex-

pectant mothers, and other people 

in the community. The Government 

of Uganda commended the design 

of the project and decided to ex-

pand it to the northern and western 

parts of the country.

Showcase Project 13: 
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This chapter is about change and how Eastern Africa can best benefi t 

from change. The question of what the Eastern Africa region could 

look like in the coming decades is complex. Beginning with a sum-

mary of recent developments, particularly the substantial economic 

progress made over the past decade in a number of the major econo-

mies in the subregion, this chapter will review the broad challenge of 

structural transformation, which is the long-term vision of the AfDB’s 

Ten-Year Strategy 2013-2022 for Africa. The chapter will then review 

some of the key drivers of change that will shape future developments: 

natural resources and extractive industries, regional integration, pri-

vate sector development, inclusive growth and employment, climate 

change and the transition to green growth, and the evolution of frag-

ile states. Each topic begins with a vision of the future that underlines 

what could be achieved and elaborates the conditions for achieving 

such potential; the risks of not making progress are also identifi ed. 

This leads to a discussion of how the key actors in the process of 

development – governments, DPs, private investors and civil society 

– can play constructive roles in making progress on transformation. 

The role of the AfDB in the decades to come is given special refl ec-

tion and consideration. 

Underlying this chapter is the fact that over the past decade East-

ern Africa has made remarkable progress in reversing the economic 

declines that marked the 1980s and much of the 1990s. Today, 

Eastern Africa is on the rise as an integrated and competitive region 

from which several growth poles have the potential to emerge. Four 

low-income countries in the region – Ethiopia, Rwanda, Tanzania 

and Uganda – have been among the fastest growing economies in 

the world over the past decade; annual GDP growth in Ethiopia has 

averaged over 9%. In addition, four regional countries (Djibouti, Sey-

chelles, South Sudan and Sudan) are now considered middle income 

countries. While fi ve countries are also considered fragile states, two 

former fragile states in Eastern Africa, Rwanda and Uganda, provide 

rich evidence on how countries can emerge from fragile status. In dis-

cussing the key topics noted above, this chapter will explore the poli-

cies and programs that have the potential to support rapid develop-

ment progress in the region. It will also note some of the risks facing 

the region and suggest how these can be most effectively addressed. 

Sustaining recent economic progress cannot be taken for granted. The 

better-performing Eastern African economies will need to maintain and 

augment the reform policies that have contributed to growth. Building 

on their improved macroeconomic policies, they have signifi cant space 

to become more important players on the global stage by opening 

up opportunities for trade, improving their infrastructure, strengthen-

ing their human capacity through better education and training and 

opening up opportunities for the private sector. Those countries that 

have done less well on growth can learn from the experiences of the 

more successful reformers as well as work on the development of 

programs which take full advantage of their unique strengths.

The potential for Africa generally to become a more important player 

on the global scene has been underlined in two recent regional reports. 

The “Africa 2050 Report” commissioned by the AU and ECA in March 

2012 develops a clear vision of what Africa could look like in 2050 if 

appropriate policies are sustained across the continent. In its reform 

scenario, the report estimates that by 2050, Africa’s per capita income 

could increase six fold, moving that statistic from one quarter of the 

global average to one half. It also concludes that by mid-century, 

1.4bn Africans could join the middle class, the number of poor could 

fall to below 50m and that Africa’s share of global GDP would triple. 

The AU’s Agenda 2063, seeking to “galvanize and unite in action all 

Africans and the Diaspora around the common vision of a peaceful, 

integrated and prosperous Africa”, argues that by that year (the cente-

nary anniversary of the Organisation of African Unity, the predecessor 

to the AU) the continent could become the third-largest economy in 

the world, having “transformed herself from an exporter of raw materi-

Where is Eastern 
Africa Likely    
Heading?

3.1
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als with a declining manufacturing sector in 2013, to become a major 

food exporter, a global manufacturing hub, a knowledge centre, ben-

efi ciating our natural resources and agricultural products as drivers to 

industrialization”1. If the assumptions that support both of these 

visions are pursued actively in the Eastern Africa region, there 

is every reason to assume that the positions of the Eastern 

African countries would fully refl ect the prosperity projected 

for the continent overall.  

The Imperative of Structural Transformation
Structural transformation is at the core of the challenges which need 

to be addressed to realize the AfDB’s vision of a prosperous Africa. 

This challenge as articulated by AfDB’s African Economic Outlook 

2013, involves the reallocation of economic activity away from low-

productivity sectors of an economy into more productive ones. In fact, 

it is estimated that close to half of the growth in underlying labour pro-

ductivity that has marked the more successful economic record of the 

new millennium has been attributable to the structural transformation 

arising from a shift of labour between economic sectors. Table 1.3 

(page 8), identifi ed the specifi c gains achieved by fi ve Eastern African 

1 Dr. Nkosazana Dlamini Zuma, Chairperson of the AU Commission, “Agenda 
2063: An E-mail from the Future” presented to the Retreat of Foreign Ministers 
held at Bahir Dar, Ethiopia on 24-26 January 2014

economies in this regard and concluded that the while trend is posi-

tive, it must be sustained and deepened. This transformational trend 

stands in distinct contrast to 1990-1999, when structural change was 

a negative drag on economy-wide productivity in Africa. 

Successful transformation in Eastern Africa will involve actions across a 

broad range of development activities. Presently the economies in the 

region are predominantly “factor-driven” – heavily reliant upon natural 

resources as the principal generators of output, as the providers of jobs 

and livelihoods and as the basis of trade with other nations. In order for 

the region to realize the substantial progress projected above, countries 

must progress along a path toward greater competitiveness. Using 

concepts articulated by the World Economic Forum (WEF) in the Africa 

Competitiveness Report 2013, countries must fi rst seek to become 

“effi ciency-driven” in order to better compete in the world economy, 

and ultimately should aim to become “innovation-driven” if they wish 

to become among the most competitive on the global scene (Fig. 22)2.

At present, the WEF estimates that of the African countries it has 

examined, very few can be categorized as “effi ciency-driven” – none 

of which are Eastern African. However, one state which is in transition 

2  World Economic Forum, The Africa Competitiveness Report, 2013, p. 6.

Figure 22: Eastern Africa on the Continuum of Country Competitiveness

Factor Driven

Eg Burundi, Comoros, 
Ethiopia, Eritrea, Kenya, 
Rwanda, Somalia, Sudan, 
South Sudan, Tanzania, 
Uganda

Effi ciency Driven

Eg Cape Verde, Mauritius, 
Morocco, Namibia, South 
Africa, Jordan, Mexico

Innovation Driven

Eg Germany, South Korea, 
Norway, Spain, United 
Kingdom, USA

Djibouti

Low HighCountry Competitiveness Continuum

Seychelles
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to becoming “innovation-driven” is indeed Eastern African: the island 

nation of Seychelles. Other Eastern African countries remain substan-

tially factor-driven, even though some countries (Sudan, Eritrea and 

Kenya) have larger manufacturing bases than others. The changes 

they require to progress along the competitiveness continuum are 

grounded in the imperative to extract greater effi ciency and produc-

tivity from their natural resources and human resources. 

Fifty years from now, Eastern African countries could be predominantly 

effi ciency driven, with leading growth poles having progressed toward 

innovation-based competition. Eastern Africa has huge untapped 

potential for structural transformation if the right steps are taken. 

Those “right steps” include measures to improve all drivers of produc-

tivity, including human capital, physical infrastructure, market scale 

and institutional capacity in addition to natural resource productivity. 

However, since natural resources are the continent’s primary source 

of comparative advantage, Africa will most likely base its structural 

transformation on that by establishing a strong and diversifi ed natu-

ral resource-based economy that better exploits the potential of the 

continent’s energy, minerals and agriculture.3 

3   Africa Economic Outlook 2013, p. 113

Natural Resources and Extractive Industries – 
Opportunities and Challenges
It is clear that, at present, Eastern Africa’s comparative advantage 

resides in its abundance of natural resources. These include the tra-

ditional agriculture, livestock and fi shery resources which derive from 

both the region’s extensive land base (sometimes referred to as the 

green economy) and its extensive marine base (the blue economy). 

They also include signifi cant energy resources (both in the form of 

hydrocarbons and renewables like geothermal, wind and solar) and 

mineral resources (both base and precious). This diversity in resource 

endowment gives the region great potential to differentiate its econo-

mies and create jobs. Table 3.1 presents data on the present domi-

nance of hard and soft natural resource factors within Eastern African 

economies, together with the relative spread across resource types. 

In 2010, the agriculture sub-sector accounted for the majority of nat-

ural resources within GDP (even in Sudan and Tanzania) but yellow 

highlighting provides insight into the future situation, refl ecting where 

discoveries of extractive resources have been made and where the 

ratios can be expected to change. 

As the dominant sectors in the regional economies at present, agri-

culture, livestock and fi sheries will continue to provide a large majority 

of job opportunities and will remain a major source of export earnings 

Table 3.1: Gross Resource Production per Capita (Current 2010 $)

GDP per capita “Hard” Minerals 
(per capita)

“Hard” Energy    
(per capita)

Extractives as 
% of GDP

“Soft” Resources 
Agriculture, 
Livestock, 
Fisheries

“Soft” 
Resources as 
% of GDP

Total 
Resources as 
% of GDP

Seychelles 11,130 0 0 0.0% 84 1% 1%

Djibouti 1203 3 0 0.2% 123 10% 10%

Comoros 736 0 0 0.0% 155 21% 21%

Eritrea 403 0 0 0.0% 87 22% 22%

Kenya 795 0 0 0.0% 292 37% 37%

Sudan 1994 13 439 22.7% 627 31% 54%

Ethiopia 358 4 0 1.1% 195 54% 56%

Uganda 515 0 0 0.0% 323 63% 63%

Tanzania 511 40 5 8.8% 282 55% 64%

Rwanda 529 9 0 1.7% 358 68% 69%

Burundi 242 0 0 0.0% 243 100% 100%

Yellow highlighting signifi es that new discoveries have been made, or exploration licenses issued, pointing to a chance of discovery.
Data extracted from Table 6.3, AEO 2013, page 145.  No data available for Somalia and South Sudan
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in most of the countries. However, the history of agriculture, livestock 

and fi shery sectors dominated by low productivity technologies must 

be addressed – a central challenge facing the region is to increase 

its productivity in these sectors to the levels that exist in other conti-

nents. The Africa 2050 Report devotes considerable attention to this 

challenge. It notes that even if growth in manufacturing and services 

outpaces growth in agriculture in the future, “productivity increases 

are essential to raise the incomes of farmers, enhance food security 

and realize Africa’s agricultural export potential.”

At the more detailed level, the 2050 Report emphasizes the critical 

importance of dealing with land issues. Insecure tenure reinforces 

subsistence-oriented traditional technologies over the alternative 

paradigm in which secure land owners invest labour and savings to 

preserve soils and upgrade potential returns from their land. Clarify-

ing land rights, having effi cient titling processes and creating more 

effi cient land markets will be essential to improving productivity. One 

particular constraint in Eastern Africa involves the numerous issues 

women face with respect to land ownership. While women are over-

represented in primary production activities, traditional cultures or 

national legislations in the region often place woman at a disadvan-

tage with respect to enforceable rights over land use or ownership. 

As a result, women are often trapped in a cycle of poverty, incapable 

of participating in the drivers of structural transformation. Addressing 

this will facilitate increased productivity in agriculture. Other areas that 

will be important for transforming agriculture include the promotion of 

irrigation, stimulating increased fertilizer use, better harnessing sci-

ence and technology, lowering the cost of market participation and 

facilitating access to broader markets. 

Many of these issues involve the critical step of linking producers 

more closely to the services and value chains that support the agri-

cultural sector. Longstanding concerns with ensuring increased credit, 

improved extensionand effi cient processing and storage capacity 

are one aspect of this issue. A more recent area of potential involves 

closer links with downstream consumers. For example, Rwandan 

coffee farmers now supply product directly to Starbucks and Ethio-

pian farmers are supplying cut fl owers directly to the Dutch market. 

These developments underline the key role that an effective private 

sector needs to play in agriculture. At the same time, the state must 

continue to play important roles in ensuring supportive policies and 

in strengthening extension and research capacity. Figure 23 presents 

a model of a well-developed value chain. With the right environment, 

there is no reason why Africa’s farming population cannot both climb 

the ladder of this chain and diversify horizontally into new economic 

activities that will open up. 

Chapter 1 already noted that Africa is experiencing a boom in the 

extractives sector. With increased demand from emerging economies 

(especially China) and high world prices for resources, signifi cant for-

eign resources are available to explore and ultimately develop Afri-

can resources. While it is diffi cult to quantify precisely the expected 

contribution of extractive resources to GDP in the future, it is fair to 

conclude that the share of hard extractives in Eastern African econo-

mies will be much higher by 2020 and beyond.

This potential is apparent across the Eastern Africa region. For instance, 

while it will take until 2020 for discoveries of natural gas in Tanzania 

to be commercially exploited, FDI fl ows of about $15bn are expected 

in the interim which will provide a major boost to economic growth. 

Indeed, this resource fi nd is so huge that it could totally alter the cost 

structure of the Eastern African power supply once connected into 

the East African power pool. Kenya has discovered oil, gas, and coal 

deposits in commercial quantities in the last three years, extraction 

of which has the potential to raise the future contribution of this sub-

sector to an estimated 10% of GDP. Uganda’s discovery of commer-

cial quantities of oil will make a signifi cant impact when production 

starts around 2018, so the nation is currently preparing with capac-

ity building, governance frameworks, licensing of additional explora-

Figure 23: Rich Attributes of a Fully 
Developed Value Chain 
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tion and the setting up of a refi nery to export crude oil via pipeline. 

Although Seychelles is the Eastern African country least dependent 

upon extractives, there is interest in the prospects of offshore oil, and 

the state has stepped up the granting of exploration licenses. Natu-

ral gas is likely to be discovered in Comoros’ EEZ, across from the 

Mozambique Channel where huge discoveries have been made. Dji-

bouti is prospecting for gold and petroleum and is preparing to tap its 

geothermal resources for domestic power supply. Eritrea has recently 

expanded gold production and geological studies have confi rmed oil 

and gas to be present in commercial quantities. South Sudan is already 

the major oil exporting nation within Eastern Africa and exploration 

is underway in the hope is that new discoveries can replace the cur-

rently declining base of reserves. Ethiopia has licensed 250 fi rms to 

prospect for base and precious minerals and development of these 

resources is a key plank of the government’s strategy for economic 

diversifi cation. Rwanda will be tapping the methane gas under Lake 

Kivu to supply the power grid and Burundi has the potential to draw 

more value from the world’s second largest known reserves of nickel 

alongside other mineral deposits. South Sudan is believed to have an 

abundance of energy and mineral resources and Somalia has discov-

ered natural gas and further exploration continues apace. 

While this brief summary makes clear the substantial extractive 

resources wealth across Eastern Africa, it also raises two important 

questions: how should this opportunity best be harnessed and what 

risks must be avoided? 

On the positive side the resource boom will provide signifi cant resources 

for development; it can also accelerate structural transformation 

through a number of channels: 

i. It will attract signifi cant FDI with investment in the discovery 

and development of an extractive industry, bringing with it 

capital, technology and know-how; 

ii. It will create demand as well as an ability to pay for improved 

infrastructure services; 

iii. It will catalyse forward and backward linkages for diversifi -

cation into other types of economic activity; and

iv. Finally, it will support job growth in low skilled and techni-

cally advanced areas. 

On the fi rst channel, regional countries should do their best to struc-

ture a regulatory environment which not only captures investment, 

but also encourages knowledge and technology transfer to locals. 

This can be done by establishing rules under operating licenses that 

enables fi rms to bring in the talent they need while imposing men-

toring responsibilities for local employees and setting local content 

input targets for operators. Governments should also consider how 

to best encourage domestic private investment in the extractives 

sector (as is being done, for instance, to promote entry by ‘junior 

miners’ in South Africa). 

The second channel is particularly important given the substantial 

defi cits the region faces in respect to infrastructure. Taking the energy 

sector as an example, mining fi rms could invest in purpose-built power 

plants to become self-suffi cient in power supply or they could become 

Box 10: Synergy between Extractive & Agricultural Growth Corridors

Corridor Type of Infrastructure Extractive Resources Agriculture

Mtwara: Tanzania Railway Unlocks coal fi elds in Rukwa Rift, gold 

fi elds near Mbeya, base metals in SW 

Tanzania

Root crops, maize, mixed farming & irrigated 

agriculture

Northern: Links 

Kenya, Uganda, 

DRC

Multi-modal road, railway and one-

stop border posts

Opens up oil fi elds in Albert Graben, 

Uganda; provides access to mining 

centers in Northeast DRC

Agro-pastoralism, millet/sorghum, maize mixed 

farming, highland perennial crops (pyrethrum), 

tea

LAPSSET: Links 

Kenya, South Sudan

Port, rail, oil pipeline & refi nery and 

one-stop border posts

Oil Maize mixed farming, livestock pastoralism & 

products (hides & skins) horticulture

Central:

Tanzania, Rwanda, 

Burundi, DRC

Multi-modal road and railway; 

border posts

Supply line to Lake Victoria gold fi eld, 

nickel, gold, tin, coltan and copper in 

Rwanda, Burundi, DRC

Highland perennials (tea, coffee, pyrethrum) 

root crops, rice, mixed farming
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important purchasers of energy from the national grid. When the latter 

path is chosen, it will ensure a material level of reliable demand, effec-

tively making a broader investment in power infrastructure fi nancially 

viable. This in turn permits other users (households, farmers and small 

businesses) to gain access to electricity that would otherwise be unaf-

fordable, catalyzing other economic activity and facilitating broader 

economic growth (Channel 3). It should be noted, however, that this 

approach will require substantially improved performance on the part 

of service providers; large mining investments cannot accept the poor 

levels of performance that mark many regional power sectors today.

The benefi ts of shared infrastructure are not limited to the energy sector; 

the same principle of extractive-enabled demand makes increased 

public or private investment viable in a variety of infrastructure services 

including transport corridors, water resource development and ICT 

provision. Often linkages with other sectors will emerge – for exam-

ple, the benefi ts from strengthened transport corridors will be relevant 

to agriculture by bringing markets closer; farmers will then have the 

incentive to produce a surplus above traditional subsistence levels 

because it can be commercialized. Potential synergies applicable 

along key EAC corridors are demonstrated in Box 10. 

The fourth channel through which extractives can accelerate struc-

tural transformation is through job creation. While extractive industries 

do not generate many jobs when fully developed substantial demand 

for vocationally skilled labour will emerge during the extended explo-

ration and construction phase of development. It is apparent that 

Eastern Africa is facing decades of activity in this phase. The AU’s 

African Mining Vision recognizes this fact and sees the mining sector 

as presenting a vital time-bound window during which jobs can be 

created for Africa’s work-force, especially the bulge of unemployed 

youth. This explains why many Eastern African countries, often with 

the AfDB’s support, are investing in TVET institutions to instil relevant 

skills in demand by employers. The added developmental opportunity 

in this context is for governments to ensure that skills and certifi ca-

tions obtained by TVET students are portable to the maximum extent. 

After highlighting the potential benefi ts of the extractive sector, it is 

also important to note some of the key challenges it will present to the 

region. In fact, past global experience of poor growth performance 

by resource-rich countries has led to the resource curse hypothesis 

– suggesting that substantial mineral resources have led to policies 

which did not encourage higher economic growth or broad develop-

ment. In addition, there will be the specifi c challenge of Dutch disease, 

where increased foreign exchange earnings from natural resources 

have adverse effects on the domestic economy because they lead to 

an appreciation of the domestic currency.4 The recent experience of 

Sudan is relevant in this regard. While agriculture was a mainstay of 

the economy two decades ago, including a robust irrigation sector, 

the onset of the oil economy led to policies that did real damage to 

the agriculture sector, substantially reducing its role in employment 

generation and export receipts. 

Another set of challenges involve the governance issues that confront 

resource-rich countries. Managing the substantial infl ow of resources 

from the extractive sector requires stronger government institutions in 

order to limit leakages and corruption. Many resource-rich countries 

are ranked very low on Transparency International’s Corruption Index 

and attention to ensuring that appropriate capacity is established to 

manage increased resources will pay high dividends. Improved budget 

systems will also help ensure that resources get allocated to areas 

that will facilitate progress on transforming the economy. If resources 

4  Ndulu, Benno, Challenges of African Growth”, 2007, p.116-7.

Figure 25: The Contrast between Fragmented and 
Integrated Eastern Africa 
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are allocated to address real constraints to development, they can 

have a dramatic impact on growth and poverty reduction. At the same 

time, if resource levels exceed the realistic absorptive capacity of the 

economy, consideration can be given to establishing sovereign wealth 

funds with safeguards to ensure that present and future generations 

derive benefi t from the substantial rents and royalties which emerge. 

Sovereign wealth and stabilization funds may make sense for Eastern 

African nations where time will be required to strengthen existing insti-

tutions and upgrade the current level of human capacity. Appropriate 

use of the resources generated from extractives will play a key role in 

supporting Eastern Africa evolve from effi ciency-based competition 

to innovation-based competition in the longer term. 

Regional Integration – Opportunities and Challenges 

Dr. Nkosazana Dlamini Zuma, Chairperson of the AU Commission, 

recently wrote: “If Africa was one country in 2006, we would have been 

the 10th largest economy in the world! However, instead of acting as 

one, with virtually every resource in the world (land, oceans, miner-

als, energy) and over a billion people, we acted as fi fty-fi ve small and 

fragmented individual countries.”5 The Africa 2050 Report is also clear 

on the importance of regional integration: “Most African countries are 

small. Africa must integrate both sub-regionally and globally if it is to 

have markets that are large enough for fi rms to grow and create jobs 

and if it is to have a voice in global forums where rules affecting its future 

will be set”. While recognizing the many challenges of regional integra-

tion – many of which arise out of fear over loss of control or concerns 

about sovereignty – the main message is that progress in this area is 

essential. The positive news for Eastern Africa is that a large subset 

of the countries has worked hard on establishing a vision of an inte-

grated Eastern Africa. 

The benefi t of regional integration in Eastern Africa is well understood. 

A large subset of Eastern (and Southern) African countries has worked 

hard on establishing a vision of an integrated region, driven by the 

Tripartite Agreement between COMESA, SADC and EAC. A single 

market, far larger than the individual markets of each country, offers 

great opportunities for increased trade, stronger economic growth, cre-

ation of employment opportunities, and stability. The scale of invest-

ment in infrastructure can go up, bringing down the cost per unit of 

services. Creating a borderless marketplace can reduce the time inef-

5  Nkosazana, “Agenda 2063: An E-mail from the Future,” Ibid.

fi ciencies and hassles of trading across borders, substituting a single, 

multi-modal freight bond for multiple country-specifi c transit permits for 

instance, as required at present. With common standards, a customs 

union, a single currency and improved governance, the region would 

make large gains in effi ciency and in its competitive position, both on 

the continent and in the world.

Realizing this vision will not be easy. Not all of these conditions can be 

met simultaneously and not all countries in the region are prepared to 

embark upon the more ambitious features of the EAC vision. However, 

there is consensus about improving cross-border infrastructure as an 

important building block and, to that end, Eastern African Heads of 

State have unanimously approved the Programme for Infrastructure 

Development in Africa (PIDA). Under PIDA, specifi c targets have been 

set against 2020 and 2040 time-frames for the installation of major 

regional infrastructure that will link both the region and the continent and 

thereby address some of the more severe gaps in infrastructure service.

On the energy front, the PIDA programme envisages investments in gen-

eration and transmission within the region by 2020, in order to advance 

the capacity of an East African Power Pool (Fig. 26). First, plans are 

expected to be put in place to establish links between power pools in 

the 2040 timeframe, by establishing transmission links with the Southern 

African Power Pool (SAPP). This will give rise to emergence of a large-

scale energy market through which countries can become importers 

or exporters of energy, depending on their comparative advantage. By 

sharing large-scale, cost-effective energy resources across countries, 

economies of scale can be achieved and reductions can be delivered 

in the cost of electricity.

This can go a long way to addressing both the high cost and the access 

problem related to electricity scarcity in Eastern Africa. PIDA analysis 

concluded that more than 20 countries across Africa have national 

power systems functioning below the minimum effi cient scale of a single 

plant – Eastern Africa is no exception. Once a single energy market is 

created in Eastern and Southern Africa, distribution companies will be 

able to supply electricity more affordably and reliably to large customers 

(for mining, benefi ciation or manufacturing) but also to small customers 

(households and small businesses) through grid expansion and rural 

electrifi cation. PIDA analysis estimates that, continent-wide, access to 

power will rise from 39% in 2009 to nearly 70% in 2040, adding access 

to an additional 800m people. 



 AFRICAN DEVELOPMENT BANK GROUP | 139

There is no reason why Eastern Africa should not fully share in these 

gains. The foundational energy projects currently underway and antici-

pated in Eastern Africa include two generation projects (Ruzizi III and 

Rusumo Falls) plus two transmission projects (Ethiopia-South Sudan 

and Kenya-Tanzania, with eventual extension into Zambia) as refl ected 

in Figure 27. Several other investments are underway on a national 

basis that will expand the resource base feeding into the power pool 

and add density to power grids. This includes three phases of gas-

fi red power plant installation at Kinyerezi in Tanzania where the LNG 

pipeline will terminate. Cheap power generated there can be trans-

ported regionally through the transmission lines between Tanzania and 

Kenya, Rwanda, Burundi and Uganda and to other counties intercon-

nected with EAPP and SAPP. Other energy projects in preparation 

include hydropower development in Ethiopia, methane gas develop-

ment in Rwanda and DRC, geothermal development at Menengai, 

Kenya, and wind power development in Turkana, Kenya. In addition, 

geothermal development is at the exploration stage in Djibouti and 

being planned in Comoros.

With respect to ICT infrastructure, the PIDA programme envisages 

that all countries in Africa will be connected to at least two submarine 

fi bre-optic cables over the 2020-2040 timeframe in order to promote 

telephony and broadband internet services (Figure 28). Landing sites 

with internet exchange points are to be installed in all countries to 

bring down the costs of broadband services and foster the creation of 

competitive market conditions for the supply of such services by the 

private sector. The extension of the SEAS submarine cable to Sey-

chelles in 2013 provides an example of how regional integration can 

also benefi t the small island nations of the region. It remains impor-

tant for national governments to provide a favourable environment 

that promotes competition and innovation thereby inducing the private 

sector to invest in the domestic backbone for ICT services to ensure 

that these reach beyond urban centres and penetrate into the rural 

milieu. The advent of mobile telephony has already demonstrated how 

a new technology can help Africa leapfrog to new levels of productiv-

ity, skipping over the costly phase of investment in fi xed-line telecom-

munications. The rapid and high penetration of cellular technology into 

Figure 26: East African Power Pool Figure 27: Flagship Energy Projects in Eastern Africa
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Eastern Africa has already spun off new innovations and increased 

productivity in fi nancial sector transactions, making it far less costly 

for the unbanked rural poor to participate in the formal fi nancial sector 

and have access to market information previously unavailable. These 

examples demonstrate that ICT services can make a huge contribu-

tion to structural transformation and labour productivity, underlining 

the imperative that Eastern Africa close the digital divide not just for 

urban populations but also for the rural majority. 

With respect to the water sub-sector, increasing attention is being 

paid to the preservation and careful development of trans-boundary 

water resources in Eastern Africa, recognizing how vital this scarce 

resource is to sustaining human life and a variety of economic activity. 

Lake Victoria is the most signifi cant freshwater resource in the region 

and EAC nations have established a Lake Victoria Basin Commission 

to ensure a regionally coordinated approach to managing this pre-

cious resource. Meanwhile, as water scarcity is increasing through-

out the region and since the impact of climate change will need to 

be assessed and managed, integrated water resource management 

will be an important challenge in the future. 

Finally, on the transport front, there are numerous projects of regional 

scale underway in the road, rail, maritime, air, and pipeline subsectors. 

Many of these are being developed on a national basis (such as road 

segments within national borders) but with the PIDA they are being 

implemented against a single planning vision within a regional frame-

work, applying common engineering standards. Moreover, they are 

being developed on a multi-modal basis recognizing that networked 

logistical services must comprise links between road, rail, port and 

airport facilities. To illustrate, Figure 29 presents a vision of the Trans-

African-Highway (TAH) system which aims for completion by 2040. 

Within Eastern Africa, TAH segments 4, 6 and 8 are of relevance 

linking Cairo to Cape Town, Djibouti to Ndjamena and Mombasa to 

Lagos, respectively. In the 2020 timeframe, Eastern Africa specifi cally 

is working on fi ve total corridors comprising 12,000 km, of which the 

Northern corridor and Central corridors are a fi rst-order priority. The 

Central corridor (which does not appear on Figure 29) bisects Tan-

zania, connecting Burundi and DRC to the port of Dar es Salaam. 

The Northern corridor connects Rwanda, Uganda and South Sudan 

to the port of Mombasa. 

Road infrastructure is not all that is envisaged. Recognizing that rail 

is less costly and more effi cient for the movement of large volumes 

(freight and people), Eastern Africa is planning investment in a large 

number of railways, including: (i) rehabilitation and extension of the 

Central Line running from Dar es Salaam via Mwanza to Kigoma (DRC) 

with a spur to Kasanga in Uganda; (ii) rehabilitation of the former East 

African Railway across Kenya into Uganda (under a PPP with Rift 

Valley Railways); (iii) installation of a new standard gauge line from 

Mombasa to Nairobi, (iv) a new Djibouti-Addis Ababa railway; and (v) 

development of the LAPSSET Corridor linking EAC to Ethiopia and 

South Sudan through Lamu Port. These will be complemented by 

upgrades at the Mombasa and Dar es Salaam ports and in the longer 

term, a possible new port at Lamu in Kenya in order to decongest 

Mombasa and serve as the outlet for an oil pipeline from Northern 

Kenya and Southern Sudan. 

Two caveats are worth mentioning. First is that the time-frames for 

realization of these plans may well stretch beyond three decades given 

the tremendous cost of such infrastructure. However, once these 

large projects begin to take off, and if governance is competent, the 

marketplace for FDI into public-private infrastructure will evolve and 

the infl ow of private capital into Eastern African infrastructure could 

substantially increase over time.

Secondly, it is clear that policy, regulatory and governance capac-

ity measures must accompany physical investment if projects are to 

deliver the effi ciency and sustained capacity desired. For instance, 

PIDA analysis asserts that the Dar es Salaam port has to achieve huge 

improvements in ship dwell and turnaround time in order to become 

effi cient; it estimates that if Dar port services were as effi cient as those 

of Mombasa, the Tanzanian economy would gain almost $1.8bn per 

year in revenue, representing about 7% of GDP in 2010. Regional gains 

benefi tting landlocked countries would be in the range of $800m per 

year. Furthermore, multi-modal infrastructure must be accompanied 

by trade policy harmonization and common standards if it is to deliver 

the full effi ciency gains possible. This explains the logic behind EAC 

interest in a more profound degree of integration, including a customs 

union as profi led in Box 11. 

The exciting aspect of EAC integration ambitions for the entire East-

ern Africa Region is that it will set the example of what an integration 

approach to development can deliver and, in so doing, could unleash 

several growth poles that could help the whole region to prosper. The 
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EAC’s example will also be relevant to other REC-level initiatives to join 

together communities. Chapter 1 identifi ed the bold vision behind the 

Tripartite Agreement whereby members of SADC, COMESA and EAC 

have agreed to form a free trade area. Signifi cant challenges persist 

in making that agreement a reality, with different rates of momentum 

by members in honouring regional commitments. Nonetheless, this 

discussion should make clear that the larger Eastern African region 

is on a path which will ultimately lead to a more unifi ed market with 

consequent improvements in opportunity for all of its citizens. 

Inclusive Growth and Employment – Jobs and 
Inclusion of Youth and Women 
An optimistic picture about inclusive growth in Eastern Africa is far 

more diffi cult than the positive visions set out above on GDP growth, 

natural resource potential or regional integration prospects. While, 

as noted above, real progress has been made on improving rates 

of economic growth in many countries of the region, major issues 

remain in job creation and in the inclusion of women and youth in 

progress. Virtually all the political leaders in the region have expressed 

the need for better paying jobs and more rapid growth in job num-

bers. There is also increased concern with the trend noted above 

that in many countries, inequality has been on the increase. 

With population growth continuing apace, Eastern Africa now has 

a larger absolute number of citizens in vulnerable employment or 

unemployed than ever before. Chapter 1 identifi ed that youth and 

women are particularly disadvantaged in this regard. This is the 

sobering reality of the present day, acknowledged in many of the 

country profi les in Chapter 2, and it is important to take stock of 

this fact before plunging into an analysis of what must change. In 

their fl agship publication, “The State of East Africa 2013: The Future 

of Inequality in East Africa”, the Society for International Develop-

ment (SID) writes:

“Chances are if you are not living in the urban areas of East Africa, 

the 6% growth rate is meaningless. This is because millions of ordi-

nary East Africans are asking a simple but very revealing question, 

‘Why am I not feeling this growth in my pocket?’

Figure 29: The Planned Trans-Africa Highway SystemFigure 28: ICT Infrastructure Plans in E.A.
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In shining a probing light on the overall welfare of citizens in the East 

African Community, SID observes that there is more “aspiring” going 

on than “rising” taking place. This is a risky phenomenon for the 

broader region, not only because of prolonged human suffering and 

marginalization of a large segment of the population, but also because 

dashed aspirations are a serious contributor to confl ict and fragility. 

This problem is accentuated by the combination of exuberance over 

the extractive resources boom and East Africa’s youth bulge”

Fully recognizing the importance of the issue of inclusive growth is 

now an overriding objective of AfDB’s Ten-Year Strategy 2013-2022. 

Improved jobs and increased job numbers will be central to progress 

in the transformation of the region. As 90% of the jobs today are in the 

private sector, a more competitive and expanding private sector will 

be central to this effort – key elements for strengthening the private 

sector will be discussed further below. Second, it will be imperative 

that all segments of the economy are engaged in generating employ-

ment. In rural areas, the increased agricultural productivity discussed 

above is needed to provide greater opportunities in off-farm employ-

ment; in urban areas, policies and programs must be improved to 

support small- and medium-scale activities that will generate most 

jobs. Finally, governments must expand and improve the quality of 

education services to ensure that graduates are qualifi ed for potential 

openings and to increase the productivity of workers. 

Females and youth require special attention. On the role of women, 

analysis consistently confi rms that countries which discriminate against 

women’s inclusion in economic activity suffer huge losses by depriv-

ing themselves of the full contributions of half their population. In 

fact, compared to other regions of the world, Africa has made better 

progress in terms of women’s participation in the labour force, with 

61% of Sub-Saharan women participating therein in 2009 compared 

to the world average of 52%. At the same time, women in the region 

are typically engaged in vulnerable and informal sector employment, 

with a large majority engaged in rural, agricultural livelihoods. These 

are areas where the risk of being trapped in poverty is the greatest. 

Ensuring that the talents of women are fully utilized will require their 

unfettered access to education opportunities at all levels as well as 

elimination of laws and practices that discriminate against them. The 

participation of rural women in the efforts to increase agricultural pro-

ductivity will be key to progress; ensuring their increased access to 

land and credit will be central to progress. Perhaps most important, 

the increased engagement of women in small- and medium-scale 

services and industries needs to be supported by ensuring greater 

access of women to appropriate training, land, other forms of capi-

tal and credit.  

The region’s youth population presents an opportunity and a chal-

lenge. Africa has the most young people in the world, and their num-

bers are projected to double by 2045. Moreover, projections show 

that 59% of African youth between 20 and 24 years of age will have 

had a secondary education in 2030, compared with 42% today. The 

Eastern Africa situation is fully consistent with these continental trends 

and if these resources can be effectively absorbed in productive jobs, 

the benefi t to the region would be enormous. More specifi cally, with 

its young, growing and better-educated work force, Eastern Africa 

has the opportunity to benefi t from the type of demographic dividend 

that has been observed in Asia over the past two decades. The Africa 

2050 Report notes that by 2050, Africa will be the only global area 

in the world where the number of working age adults will be growing 

Box 11: The East African Community (EAC) - 
One People One Destiny

The integration vision and supporting plans of Burundi, 
Kenya, Rwanda, Tanzania and Uganda – members of the 
EAC – are bold and exciting.

The combined GDP of the EAC members is close to $41bn, 

making it a very attractive market for inward investment and 

intra-regional trade. The objectives of the EAC are to deepen 

cooperation among member states in political, economic, social 

and cultural fi elds, research and technology, defense, security 

and legal and judicial affairs, for their mutual benefi t. In pursuance 

thereof, partner states have undertaken to establish among 

themselves a Common Market, a Customs Union (which became 

effective in January 2014), and a Monetary Union (which is under 

preparation and due to take effect in 2023) and ultimately achieve 

unifi cation under a political federation. When implementation 

is complete, EAC will represent a large integrated market with 

common standards and free movement of people throughout 

the community. Substantial investment in regional infrastructure 

will complement this effort. These measures will create a larger, 

more vibrant market, increasing the region’s competitiveness as a 

trading partner and attractiveness as an investment destination. 

The EAC is on a deliberate path seeking accelerated, harmonious 

and balanced development, the benefi t of which shall be equitably 

shared.
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and the dependency ratio falling. This will be the situation in Eastern 

Africa as well. If an improved environment for job creation is estab-

lished, the virtuous cycle of increased incomes, increased savings, and 

increased investment that marked the Asia experience could emerge. 

Yet the challenge is that at present job growth is not keeping up. With 

population growth continuing, this means Eastern Africa now has a 

larger number of citizens in vulnerable employment or unemployed 

than ever before, with youth unemployment as a particular prob-

lem. Governments across the region need to give highest priority to 

addressing all the policy and institutional constraints that contribute 

to this situation. Recent analysis indicates that a faster pace of job 

creation is possible across Africa. The McKinsey Global Institute esti-

mates that 382m people are included in Africa’s workforce today, of 

which 58% are employed within agriculture sectors; and only 28% of 

all workers are in wage-earning positions. By 2020, they estimate that 

122m additional workers will have joined Africa’s workforce, making 

it the largest pool of any continent on the globe. However, if growth 

and job creation proceeds at its current pace, McKinsey estimates 

that only 54m new jobs will be created by 2020 – a much slower rate 

of job creation than was achieved by other countries when at emerg-

ing stages of development. 6 The key to accelerating job growth lies 

fundamentally in improving the enabling environment for business of 

all types (from SMEs through to MNCs) and ensuring that sectors 

that have the most promising prospects for job creation are not con-

strained and held back by government actions. With improved poli-

cies and appropriate programs of support, McKinsey estimates that 

the pace of job creation could increase and deliver 72m new wage-

paying jobs by 2020. Although the McKinsey statistical predictions 

are with respect to the African continent as a whole, the trends and 

policy prescriptions are applicable to Eastern Africa. 

Private Sector Development – Opportunities and 
Challenges
Global experience argues that where business climates are favourable, 

rapid expansion of the private sector is achievable. Chapter 1 identifi ed 

the three pillars of AfDB’s private sector development strategy (PSD): (i) 

improving the climate for business, (ii) putting in place supportive infra-

structure that can underpin private sector-led growth and (iii) promot-

ing enterprise development. Looking at Eastern Africa as a whole and 

6 McKinsey Global Institute, Africa at Work: Job Creation and Inclusive Growth, 
August 2012.

reviewing individual country ratings in the Doing Business Report, it is 

clear that major gaps exist in the fi rst pillar. While Rwanda has made 

enormous strides in putting in place a more business friendly environ-

ment (rising to a rank of 32 on the 2014 Report), others have fallen 

far behind. Eritrea and South Sudan are at the bottom of these global 

rankings and the other Eastern African countries are in the lower half. 

A fi rst priority, therefore, is for the Eastern African countries beyond 

Rwanda to work more effectively at developing policies which will make 

their economies more attractive for both FDI and for domestic private 

sector actors. While actions in the areas that are the focus of Doing 

Business are important and need to be actively pursued, a favourable 

business climate needs more than a one-stop shop for business regis-

tration and sensible labour policies. When countries have weak regu-

latory frameworks and institutions, it is possible for the private sector 

to undervalue the assets on which they pay royalties and taxes, which 

in turn deprives a country from the revenue vitally needed to fi nance 

infrastructure and investments in education. As noted above, trans-

parent governance is essential to ensure that individuals and com-

panies involved in extractive industries are not able to extract private 

rents. Improved legal frameworks, payments clearance and settlement 

systems, active fi nancial intermediaries and capital markets, collateral 

registries and credit rating agencies are all prerequisites for an attrac-

tive and enabling business environment. 

As efforts are made to foster a hospitable business climate with appro-

priate policies and programs, governments also need to concentrate 

on the second pillar of AfDB’s PSD strategy, notably through invest-

ment in infrastructure services that are supportive for private sector-led 

growth. The effi cient implementation of both the national and regional 

infrastructure programmes reviewed above can play a critical role in 

improving the quality and effi ciency of infrastructure services.

For the third leg of the AfDB PSD strategy, there is the challenge of 

enterprise development. In this area, efforts to strengthen domestic 

SMEs are central. More must be done to enable a transition from the 

economic model of household-oriented subsistence to commercially-

oriented production. For this to happen, SMEs require better access 

to fi nance, links into value chains, skills development and affordable 

business development services. All of these types of support are on 

offer by AfDB’s third ‘enterprise development’ pillar, as well as through 

interventions from other DPs. 
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If a country energetically nurtures domestic business creation along-

side FDI-driven growth within an enabling environment, there is every 

reason to believe that, in the future, the Eastern African business com-

munity will include the rise of prominent local entrepreneurs and nation-

ally owned enterprises, increasingly of medium to large scale. As noted 

above, this development will be accelerated if regional integration takes 

hold. The prospects could be excellent for the rise of Eastern Africa’s 

own multinational enterprises functioning competitively across national 

borders to serve a unifi ed Eastern African market. This vision should 

help to illustrate the benefi cial inter-dependence possible from natural 

resources development, regional integration, job growth and private 

sector development. Constructive actions to make progress on each 

of these issues have the potential to unleash a virtuous cycle of struc-

tural transformation and rapid human development if addressed in a 

determined and coherent manner.

A fi nal issue is worth special attention. The urban populations across 

Eastern African countries are exploding; today, African cities are the 

fastest growing cities in the world. The Africa 2050 Report notes that 

a dynamic private sector will require cities that not only provide tradi-

tional services to residents “but also be focused on creating the envi-

ronment required to attract and nurture private businesses“. While this 

has certainly not been the case to date, the additional resources avail-

able through recent higher growth rates offer an opportunity to reverse 

past deterioration in the urban environment. If additional resources are 

devoted to urban priorities and services improve, and if urban poli-

cies are reformed to facilitate private sector development, this could 

make an enormous contribution to ensuring a more dynamic private 

sector with better jobs and increased contributions to growth. How-

ever, if the past trend of urban deterioration continues, countries face 

the prospects of dysfunctional cities, and growing urban slums marked 

by poverty and violence. 

Climate Change and Transition to Green Economies – 
Opportunity and Challenges
Climate change poses a serious threat to Eastern Africa’s long-term 

economic growth. Given the many natural disasters that have affected 

the region over the recent past, adaptation to and mitigation of climate 

change is not an option – it is an imperative. Eastern Africa’s poor rural 

households are acutely reliant on natural resources for their livelihoods. 

They must now be supported to contend with climate change and its 

adverse impacts on forests, rangelands, agricultural yields and fi sher-

ies. Combined with population growth rates that are double the global 

average, a fundamental shift is required in economic and environmen-

tal policies in order to improve living standards for the most vulnerable 

and prevent further degradation of the environment. 

Climate change can also give rise to opportunities if Eastern African 

countries embrace a transition to green economies. One key activity 

will be that of environmental preservation and recovery. The  Country 

Profi les in chapter 2 reveal that in some areas, Eastern Africa’s land 

and soil endowment is rich, but over-exploited and suffering from 

depletion. For example, in rain-rich Burundi and Rwanda, population-

induced reductions in plot size result in farming households that are 

unable to leave fi elds fallow for soil recovery. Remedies are urgent and 

they require multiple actions. Structural transformation can reduce 

pressures on agricultural land by offering citizens alternative sources 

of livelihood, but direct action is needed to improve agro-forestry prac-

tices and to introduce better watershed and wetlands management. 

Turning to a dry land setting, the example of deforestation in Soma-

lia refl ects a situation where the lack of alternative livelihoods con-

tributes to overgrazing and the promotion of charcoal production for 

cooking fuel, contributing to increased desertifi cation. This scenario 

is repeated throughout the arid and semi-arid zones within Eastern 

Africa. The sooner options can be brought to bear for alternative live-

lihoods and the supply of energy, the sooner pressures can be lifted 

on local climates. 

Rapid urbanization in Africa will also have an impact on the environ-

ment. The past experience of inadequate infrastructure and poor ser-

vice delivery has resulted in expanding urban slums with very negative 

impacts on the environment. Addressing these impacts and ensur-

ing that cities can cope with the prospects of more frequent natural 

disasters will also be a priority. 

Appropriate infrastructure programs can also contribute to the transi-

tion to green growth. As this report has identifi ed, Eastern Africa has 

many renewable resources that can be tapped for environmentally 

appropriate provision of energy. These include the geothermal energy 

resources already being developed or appraised in Kenya, Djibouti 

and Comoros, as well as solar energy which are abundant throughout 

the region. In addition, wind energy has great potential in the Turkana 

region of Kenya and on coastal island countries. 
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The availability of water is a major concern for Eastern Africa. It is a 

sub-sector severely impacted by climate change and for which mitiga-

tion measures and the building of resilience are required. Fresh water 

is a scarce and fi nite resource. The total Internal Renewable Water 

Resources (IRWR) in Africa as a whole (long-term average annual 

river fl ow and aquifer recharge from precipitation) are estimated to be 

3,931 km3 per year. This represents 9.2% of global IRWR, compared 

to 28% and 29.1% in Asia and South America respectively. The OECD 

estimates that without new policies, global freshwater availability by 

2050 will be severely strained, with over 40% of the global population 

projected to be living in river basins experiencing severe water stress. 

Whereas OECD countries are expected to stabilise and restore sur-

face water and groundwater quality by 2050, supplies are deteriorat-

ing elsewhere, including Africa, because of high nutrient fl ows from 

agriculture and poor wastewater treatment. Programs must be devel-

oped and fi nanced to help address this concern.

The challenge of water is that it is a scarce and highly valuable factor 

for sustaining human life and for economic activities. It which must be 

allocated between many competing uses – including industrial, energy 

and food security uses as well as domestic consumption. Fortunately, 

different water quality can serve these different purposes and water 

can be reused if allocated sensibly according a hierarchy of quality 

level or treated and restored. In this context, improved water policies 

and water treatment infrastructure become essential tools of climate 

adaptation programs. By the same logic, water policy must be coor-

dinated with other economic policies. Since water is a key input to 

economic activity, it must be integrated with the sector policies being 

pursued in agriculture, mining, land use and energy because these all 

impact the supply/demand pressures on the resource. Broadly speak-

ing, the key policy imperative is to achieve improved water effi ciency 

through fl exible mechanisms to allocate water where it creates most 

value. The EAC has developed a Water Vision to guide an integrated 

approach to water resource management in the sub-region, setting a 

good example which is applicable to and a valuable reference for the 

entire Eastern African region. 

Fragility, Reconstruction and Development
Confl ict and fragility present some of the biggest overall risks to 

Eastern Africa at present. Eastern Africa faces a particularly daunt-

ing challenge as 6 of the 13 countries of the region are eligible for 

AfDB assistance under its Fragile States Facility. Moreover, recent 

signs of renewed confl ict within Burundi and South Sudan are par-

ticularly worrisome. Security and peace-building are therefore core 

preoccupations of the region. Moreover, as internal confl icts easily 

spill over borders (as with the Westgate Mall and stadium attacks 

in Kenya and Uganda), they can foster “contagion” effects, impact-

ing neighbours in the region directly and indirectly by creating per-

ceptions of region-wide instability with consequences for tourism, 

FDI fl ows, etc. Chapter 2 noted how piracy in the Gulf of Aden has 

not only affected neighbouring states, but has affected the fi shing 

industry as far away as Seychelles. 

Yet, fragility arises not only from confl ict but from other factors as 

well. Weak institutions, with expanding governance issues and the 

emergence and widespread prevalence of corruption can result in 

extreme fragility. In any case the economic and human costs of 

fragility resulting from domestic violence or cross-border confl ict 

are enormous and every effort needs to be made to address the 

challenge of fragility in Eastern Africa more effectively. The IGAD is 

actively engaged as a leading regional institution on this front, as 

explained in Box 12.

While the AfDB cannot engage in the political aspects of this chal-

lenge, it is prepared to assist the regional countries in relevant areas 

that are within its expertise. In fact, the AfDB has recently estimated 

and quantifi ed the economic costs of fragility using two methods.  

7Using a convergence model, the cost after 30 years of exposure to 

fragility is equal to about 110% of GDP. This implies that, on aver-

age, fragile states could have doubled their initial GDP per capita in 

1980 had they not been affected by fragility. When the opportunity 

loss of GDP per capita is computed cumulatively over time, simula-

tions show that the loss increases exponentially, reaching losses per 

capita of between $178 and $818 when fragility continues over 21 

years. The other method is a counter-factual approach applied to 

seven selected fragile states on the continent. The economic cost 

of fragility was measured for these countries in terms of the loss of 

GDP per capita; the results show that, for instance, for Burundi the 

loss as a result of confl ict was $361 per capita. 

The past few years have seen increasing engagement in addressing 

the challenges of fragile states together with a growing consensus 

7 M. Ncube, B. Jones, Z. Bicaba, “Estimating the Economic Cost of Fragility in 
Africa” 2013
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on the need to better coordinate offi cial development assistance in 

support of security, peace-building and state-building goals. Paul 

Collier has noted the substantial benefi ts from providing support to 

fragile state situations – the risks are high but the payoff from prog-

ress in reducing fragility is potentially enormous. Perhaps refl ecting 

this sense, international opinion is increasing recognizing that a fail-

ure to engage in fragile contexts is more risky and costly than timely 

involvement in preventative engagement.

Box 12: The Role of IGAD in Promoting Regional 
Peace and Security

Promoting Regional Peace and Security

The IGAD was created by six countries in the Horn of Africa in 

1996 to supersede the Intergovernmental Authority on Drought 

and Development founded in 1986. The recurring, severe 

droughts between 1974 and 1984 caused widespread famine and 

hardship, requiring a regional approach to supplement national 

efforts. In March 1996, members renewed the IGAD charter to 

expand its mission and, through cooperation, promote:

 � Food Security and environmental protection

 � Peace and security in the sub-region

 � Economic cooperation and regional integration.

IGAD has become a vital provider of mediation services in its 

quest to resolve confl icts in the region. Most recently, in keeping 

with its mandate, IGAD sent a special envoy to South Sudan who 

is actively engaged in shuttle diplomacy to bring about cessation 

of hostilities accompanied by a Monitoring and Verifi cation Mecha-

nism. IGAD has also been instrumental in helping Somalia address 

internal threats to stability along the path to nation-building.
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This section builds upon the analysis in section 3.1 to identify what 

needs to be done by the AfDB, governments and other stakehold-

ers to support Eastern Africa’s long-term development aspirations. 

Future Priorities for Eastern African Governments
The AfDB recognizes that each country’s development strategy must 

be uniquely tailored to its circumstances. As such, country prospects 

and recommendations on how to address the challenges faced may 

not be timely or appropriate for adoption by all governments in the 

region. However, a number of priorities can be proposed; these are 

set out below.

The countries in the Eastern African region are a diverse lot and this 

diversity is a potential source of great strength. They have different 

factor endowments in climate, natural resources and geographic posi-

tion which, especially with regional integration, can be fostered to give 

rise to a wide range of economic activity which in turn could facilitate 

specialization and intra-regional trade. At the same time, the countries 

are at different stages of political maturation or structural transforma-

tion – some still fragile, some highly dependent upon a narrow extrac-

tive resource economy and others making preparations for economic 

diversifi cation. The priorities for governments in the near, medium or 

long terms depend in large measure on the category to which they 

belong, presented in stylized form in Figure 30 and with suggestions 

on appropriate focus in Figure 31. 

Countries in the fi rst quadrant (extractive dependent) are those with a 

high degree of dependency upon extractive resources and little bal-

ance between that sub-sector and other drivers within the economy. 

Although they may have a high average level of per capita income, 

wealth within the economy is highly concentrated, while inequality 

and poverty levels are high. Countries in the second quadrant (pre-

transition) are likely suffering from confl ict and fragility and the primary 

attention has been or is being devoted to the search for peace and 

unity and pursuit of state-building goals. Economic development at 

this stage is more focused on establishing core institutions for gov-

ernance (e.g. sound public fi nance, the central bank and the justice 

system) and vesting them with foundational skills such as budgeting, 

fi scal and macroeconomic management, public fi nancial manage-

ment. The sooner they can move to quadrant 3 and put themselves 

on an economic development pathway, the sooner they will be able 

to participate in Eastern Africa’s rise. Quadrant 3 (transition) countries 

are those which are politically stable enough to devote the majority 

of attention to economic development. These nations have begun to 

embrace policy measures and investment priorities that are unleashing 

economic creativity and productivity. They may already be witnessing 
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robust economic growth and are seeing benefi ts in terms of declining 

poverty and progress against MDGs. Quadrant 4 (diversifying) coun-

tries are those which have been able to climb value chains and begin 

producing a wider variety of processed goods out of primary com-

modities. They are beginning to compete on the basis of effi ciency 

rather than factor endowment. They are open to trade having a diverse 

export base and are likely making progress toward industrialization. In 

some cases, increasing inequality will be an issue for these countries.

Refl ected in the arrows in Figure 30, cutting across all countries is 

the phenomenon of the extractive resources boom that will pres-

ent a highly tempting pull toward extractive resource dependence. 

If governments remain aware of the consequent dangers, extractive 

dependence can be avoided and extractive industries can acceler-

ate structural transformation rather than impede it. One action all the 

extractive resource-rich countries can take to support appropriate 

programs and policies is to join the Extractive Industry Transparency 

Initiative. This multi-country program helps develop capacity to account 

for the revenues generated by mining and petroleum. 

Some other common themes emerge from this presentation. Infra-

structure and education are highlighted in nearly all stages of devel-
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opment; these themes are revisited later when discussing the AfDB’s 

role to support Eastern Africa’s future development. Once stability is 

achieved, there is increased emphasis on the key role of the private 

sector and on fi nancing capacity (particularly for SMEs). Job creation 

increasingly becomes a central priority. The importance of exploiting 

regional opportunities also increases as the countries mature. Finally, 

in a diversifi ed economy, innovation and competition become keys 

aspects of success. Innovation is always a major source of growth 

and the opportunities in Eastern Africa to catch up with the rest of the 

world by leapfrogging to the most advanced technologies are sub-

stantial. The rapid advances in ICT that have marked the last decade 

are an excellent example of this. In particular, Kenya’s impressive 

development of mobile telephony payment systems is now a model 

for many middle income countries.

Future Priorities for Regional Economic Communities 
The important role that regional integration and trade will play in stim-

ulating economic growth and structural transformation was empha-

sized above. Looking forward, it will be important to maximize the 

impact of this trend. A number of concerns present themselves. The 

fi rst is the need to address the continuing problems around non-tariff 

barriers that were frequently mentioned above. Closely related is the 

need to coordinate the planning of regional infrastructure, such as 

road, rail, and power networks.

Second, the region needs to think about streamlining and rationalizing 

the many existing trade arrangements. The complex set of separate 

organizations existing at present often overlap and capacity would 

be more effective if it were operating in a less complicated environ-

ment. In addition, it often appears that the support for substantial 

trade reform is often weakened by individual government’s concerns 

on the domestic impact of reforms. 

Third, as integration deepens, there will be a need to move from a col-

lection of individual country regulators to regional regulatory bodies to 

oversee the expansion of regional infrastructure. For example, when 

the East Africa Power Pool is operational, a regional regulator will be 

essential to ensuring that exporters and importers of energy oper-

ate under an agreed framework and to secure fair distribution of the 

benefi ts of scale (particularly fair prices) under the regional system. 

In the transport sector, regional regulation will be needed to harmo-

nize vehicles loads. 

A fourth range of opportunities includes both increasing the capacity 

of existing regional institutions and moving to regional standard set-

ting where that makes sense. For example, the EAC has a range of 

institutions (East African Development Bank, Inter-University Council 

and Lake Victoria Fisheries, etc.) which can play larger roles in regional 

development with movement to greater integration. In addition, there 

are presently a range of regular regional meetings that address techni-

cal issues facing the East African Community members. These include 

regular discussions among the central banks, among sector ministers 

and among technical experts. One typical responsibility of regional 

organizations globally is to focus on common standards. 

Future Priorities for Development Partners
DPs will remain focused on supporting policies and programs that 

generate inclusive growth and poverty reduction. Aid effectiveness will 

remain a key concern – drawing on the lessons from Paris, Accra and 

Busan. Across the Eastern Africa region, greater attention is being 

paid to strengthening the interaction with governments at both the 

macroeconomic level and on sector programs. While the mechanisms 

vary across countries, broad efforts are being made to pool resources 

and reduce the burden of DP programs on governments. While many 

countries have sustained regular multi-donor budget operations, recent 

PFM concerns in some countries have reduced the attractiveness of 

that instrument. Given the positive views of recipient governments on 

this instrument, actions to address DP concerns would seem appro-

priate. Traditional support for infrastructure, agriculture and the social 

sectors is being sustained and new areas of focus include climate 

change and increased support for the private sector. 

The recommendations from the Busan meeting in establishing a “New 

Deal for Fragile States” are being pursued in Eastern Africa. Greater 

support is being provided for peace and state-building objectives in 

South Sudan and Somalia and considerable support is being pro-

vided for urgently needed capacity building (including by the AfDB). 

Increased engagement of African institutions in these areas would 

appear sensible, but require a considerable increase in donor sup-

port for that body. 

One source of increasing resources in the region has been the emer-

gence of new DPs. China in particular has become a major investor 

in infrastructure and India is increasing its technical support to the 

region. One major AfDB project that has been completed – the fi rst 
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limited access highway in Kenya – gained benefi t from China Ex-Im 

Bank funding and Chinese fi rms are winning many major construction 

projects supported by both the AfDB and World Bank. Other BRIC 

states are also likely to begin aid programs in the region. These new 

participants are being actively welcomed by the countries of the region 

– they increase options for funding, are more willing to use govern-

ment procedures and don’t believe in applying traditional condition-

alities to their support.

Future Priorities for the Private Sector and Civil 
Society 
The private sector will fl ourish when government policies encourage 

and support private sector growth and competitiveness. As “Doing 

Business” performance attempts to summarize the quality of perfor-

mance in key areas of business, improving the low scores that charac-

terize Eastern Africa would clearly be one priority for the private sector. 

Particular concerns of businesses across Eastern Africa are the low 

coverage and high costs of infrastructure in the region. Enterprises 

of all sizes require reliable access to reasonably priced power and 

adequate and well maintained infrastructure. As noted above, these 

are areas requiring considerable attention in the region.

In addition, businesses consistently highlight the need for transparency 

in policies and note the importance of establishing an environment 

with little graft and corruption. Refl ecting this, business participation 

in Transparency International and other corruption efforts have been 
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substantial and can be expected to remain robust. One good exam-

ple of private sector efforts is the work of the Kenya Private Sector 

Alliance in establishing a code of conduct. Self-regulation and self-

monitoring of private sector behaviour is intended to reduce corrupt 

practice in Kenya. The combination of an improved business environ-

ment, more reliable and lower cost infrastructure and reduced corrup-

tion can make an important contribution to creating a more dynamic 

and successful private sector in Eastern Africa. 

The capacity of civil society organisations varies broadly across the 

region. While Kenya has a longstanding and broad-ranging civil soci-

ety community, most other countries have more limited capacity in 

this area. Three areas of this engagement need to be underlined as 

important in Africa. First, many civil society organizations focus on 

poverty reduction and the importance of improved social services. 

These actors can play an important role in strengthening the qual-

ity of education and health programs and in gathering and analys-

ing poverty. Second, across the region there is increased civil society 

interest in climate change and environmental issues. Finally, in most 

countries there is also greater civil society interest in addressing gov-

ernance concerns – both as a part of their sector programs or more 

specifi cally as self-standing governance efforts. Examples include 

civil society work on “scorecards” where services are rated and on 

“corruption watch” efforts where funds are tracked and evidence of 

misbehaviour is highlighted. Across all these areas, the constructive 

engagement of civil society and their interest in improving performance 

needs to be encouraged.

Future Priorities for the AfDB and the Key Role it 
Has to Play  
Given the opportunities and challenges set out in this report, it is clear 

that the AfDB has a key role to play in the region. As its programs must 

adapt to regional and country requirements, its strategy must be fl ex-

ible and able to adapt to particular needs. Yet, there are a number of 

areas where AfDB’s role will be broad and critical for Africa generally 

and Eastern Africa specifi cally. 

First, the AfDB has an important role in supporting the full range of 

policies and investments central to the structural transformation of 

the continent. As Africa’s premier fi nancial institution, it can provide 

important levels of resources to supplement government and private 

sector resources. It can also ensure that the investments it funds are 

supporting efforts that facilitate transformation. On the policy side it 

can assist governments by identifying best practices from across the 

continent and facilitating adoption of such practices. Its analytic work 

can also draw lessons from how other development regions have 

addressed transformation. Finally, it can use its convening power to 

sustain an active regional dialogue on transformation. 

Second, it is clear that, in the medium term, the ability of the region 

to exploit its mineral resources effi ciently and effectively will have 

an enormous impact on growth prospects and capacity to provide 

improved government services. Given its close dialogue with gov-

ernments across the region, the AfDB needs to support appropriate 

policies, ensure that the resources generated from mineral exploita-

tion are properly managed and work to protect the environment from 

negative effects. Putting in place the African Natural Resource Center 

as a new department at the AfDB’s headquarters is one important 

instrument to support these activities. It should be supplemented by 

additional efforts to ensure that the region has the capacity need to 

play a central role in this development.

Third, the role of the AfDB in the regional integration efforts of East-

ern Africa is central. Realising the long-term vision of a region where 

goods, capital and people can move across borders to create a 

larger market is a key AfDB priority and will be essential to secure the 

economies of scale necessary for more effective participation in world 

markets. The AfDB will support this development with an expanded 

analytic work program that identifi es opportunities for regional coop-

eration and provides policy advice on how to best secure the benefi ts 

of multi-country cooperation. Increased AfDB funding is envisaged 

to be made available for major regional projects. Building on exten-

sive past experience, regional infrastructure investments will be given 

a priority. The AfDB will work closely with the full range of regional 

institutions to increase their capacity and effectiveness in facilitating 

cross border relations and supporting transformation of the region.

Fourth, the AfDB expects to sustain its role as the leading fi nancier of 

infrastructure in Eastern Africa. The AfDB plays a major role in sup-

porting the energy, water, transport and ICT sectors and expects to 

continue to work closely with the region’s governments to improve 

service provision. Combining increased funding with policy and insti-

tutional reforms, the AfDB can ensure that the populations of the 

region are more broadly served with more effi cient services in the 
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future. To this end, the AfDB will continue to act as a connector, con-

vener and catalyser. A concerted effort will be made to engage the 

private sector through PPPs, and the AfDB will work closely with the 

DP community – traditional and non-traditional – in mobilizing cofi -

nancing. A number of funding innovations have been developed by 

the AfDB with potential impact in Eastern Africa. For example, the 

Africa 50 Fund could provide substantial benefi ts for the region. By 

mobilizing funds from Africa’s existing pension funds, central banks 

and sovereign wealth funds, this instrument could become a major 

source of additional funding. Other funding innovations include Par-

tial Risk and Credit Guarantees as well as the Private Sector Credit 

Enhancement Facility.

A fi fth priority for the AfDB will be its increased attention to inclusive 

growth in Eastern Africa. While the AfDB will continue to work with 

governments, the IMF and the World Bank in securing policies that 

sustain and improve on the recent increases in GDP growth rates, 

it will make special efforts to support more inclusive growth across 

Eastern Africa. Facilitating more rapid job growth, particularly among 

women and youth, will be a one focus of the AfDB’s work. In addition, 

education and training will play an important role in securing growth; 

the AfDB expects to address these issues in country strategies across 

the region. Building on the general increases in primary participation 

rates in the region, the AfDB is now working on a program of sur-

veys and analytic work that could contribute to quality improvement 

in that key subsector. The AfDB has been a regional leader in sup-

porting technical and vocational education; programs that could be 

central to ensuring that the skills required for a growing and diversifi ed 

economy are available. Finally, in many countries of the region, the 

AfDB has taken the lead in working on expanding and strengthening 

tertiary education. These efforts will also be essential to moving to 

more diversifi ed and competitive economies. One program emerg-

ing to support the AfDB’s efforts on inclusive growth is its initiative 

to create an Inclusive Growth Index for Africa. This could become a 

powerful instrument for comparing country performance in this area 

and helping to identify policies and programs that facilitate improved 

performance. This could be a real asset in assisting Eastern Africa to 

improve performance in this area. 

Sixth, the AfDB has mounted a major effort to ensure it has the 

capacity to provide support to Africa’s climate change challenge and 

assist countries in their transition toward green economies. Its pres-

ent efforts in some Eastern African countries were noted in Chapter 

2, and it is building capacity to ensure that this programme expands 

rapidly to more regional countries in the future. The AfDB expects to 

support regional countries through both analytic work and increased 

lending. It will work closely with the international community to ensure 

that Africa’s needs are given priority in international negotiation and 

stands ready to work with regional countries in fully utilizing the fund-

ing mechanisms that are put in place. Countries across the continent 

expect the AfDB to help ensure that they have the capacity to infl u-

ence the global agenda on this issue and see the AfDB as playing a 

key role in hosting the roll-out of international funding mechanisms 

being developed. 

Seventh, the AfDB expects to substantially expand its work with the 

private sector. With its expanded private sector window and a range of 

new instruments for private sector support, the AfDB has the capacity to 

support private investment more actively. At the same time it is already 

devoting increased efforts at working with governments to improve 

business environments across Eastern Africa. It is also expanding its 

capacity to fi nance private sector investments, including PPPs. Rec-

ognizing that the private sector will be the major creator of jobs in the 

future and that only the private sector can ensure the increases in pro-

ductivity needed to ensure that Africa can compete globally, the AfDB 

will make private sector work central to its work on economic transfor-

mation in the region.

Finally, the AfDB has worked to increase its capacity to more effectively 

address the needs of fragile states in Africa. Refl ecting its increased 

attention to fragile states, the AfDB recently strengthened its Fragile 

States Unit, giving it full departmental status. Given the large number 

of fragile states in Eastern Africa, this has important implications for 

the region. The AfDB’s longstanding and close relations at the country 

level provide a strong platform for dialogue on improving the economic 

policies of the fragile states and for designing investments directed at 

establishing the institutions needed to address fragility. It has played 

a key role in establishing an effective government in South Sudan, in 

capacity building in Somalia and in moving Sudan away from an undi-

versifi ed, oil-dependent economy. One specifi c suggestion that has the 

potential to further strengthen the role of the AfDB in fragile states is the 

idea supporting a more formal and continuing role for former African 

Heads of State. Such a role would encourage past leaders to contrib-

ute their vast experience and knowledge for the broader benefi t of the 
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continent. Where confl icts emerge, members of this group could be 

deployed to mediate, as was the case when Nelson Mandela brokered 

peace in Burundi. They could share their insights into effective policy 

development, institutional strengthening and dealing with the outside 

world. Over time, this could become an important instrument in help-

ing to address fragility.

The Key Roles of a Vibrant Local and EARC Presence 
in Eastern Africa
A major change in the AfDB’s relationships in the region has resulted 

from the establishment of Field Offi ces across Eastern Africa, the up-

grading of the Kenya Field Offi ce into a Regional Resource Centre (EARC) 

covering the region’s 13 countries, and the placing of country man-

agement and staff in national capitals. These changes have had broad 

ranging and signifi cant impacts on the AfDB’s work in Eastern Africa. 

Most important, the decentralization has brought the AfDB much closer 

to its clients, allows for more continuous interaction with the key policy-

makers across the region, and enables it to respond quickly to govern-

ment requests and concerns. In all areas, it promotes greater AfDB input 

into the many national sectoral working groups. As noted in chapter 2, 

the AfDB has been asked in many cases to lead these groups. More 

broadly at the country level, the AfDB has been asked in some cases 

to lead DP dialogue with senior government offi cials with respect to 

key policy issues. Finally, the increased AfDB presence in the fi eld has 

facilitated better interaction with the private sector and with NGOs and 

civil society organisations. This has led to deeper knowledge of and 

insights into local conditions across Eastern Africa. 

The consistently positive remarks from senior government offi cials 

about the cooperation with EARC and Field Offi ces demonstrate that 

the decentralization has made the AfDB a more engaged, more effi -

cient partner while ensuring greater developmental impact in the region.

Concluding Remarks
As Africa’s own Development Bank, the AfDB ensures that its resources, 

policies and strategies are closely aligned to the many needs of Africa. 

In Eastern Africa, the EARC has worked closely with government 

counterparts, regional economic communities, development partners 

and other stakeholders to promote overall socio-economic develop-

ment and prosperity in the region. This report has attempted to both 

summarize key activities and relate how the AfDB is working to ensure 

that they meet their intended targets. Looking to the future, the AfDB 

will work ever more effectively with the governments of the region to 

ensure that Eastern Africa’s full potential is realized over  the fi rst half 

of the 21st century.
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List of Projects

Country 
Name

Division Fin. project Loan Number Long name Approval Date Completion 
Date

Project Benefi ciary 
Countries

Net loan (UA)

Burundi OSAN3 P-Z1-AAF-003 2100150009045 PROG. D’AMENAG. LAC TANGANYIKA(BURUNDI) 11/17/2004 06/30/2014 Burundi 4,960,000 

Ethiopia OITC2 P-Z1-DB0-032 2100150020743 MOMBASA-NAIROBI-ADDIS CORRIDOR II - ET 07/01/2009 12/31/2015 Ethiopia/ Kenya 85,000,000 

    P-Z1-DB0-070 2100150025545 MOMBASA -NAIROBI-ADDIS ABABA III 11/30/2011 12/31/2018 Ethiopia/ Kenya 105,000,000 

  ONEC2 P-Z1-FA0-022 2100150027844 ETHIOPIA-KENYA ELECTRICITY HIGHWAY(ETHIO 09/19/2012 12/31/2017 Ethiopia/ Kenya 150,000,000 

  OSAN1 P-Z1-AAZ-013 2100150028344 ETHIOPIA-DRGHT RSILCE & SUSTAIN.LIVIHOOD 12/19/2012 12/31/2017 Ethiopia 30,000,000 

Kenya OITC2 P-Z1-DB0-027 2100150020744 MOMBASA-NAIROBI-ADDIS  CORRIDOR II - KEN 07/01/2009 12/31/2015 Ethiopia/ Kenya 125,000,000 

    P-Z1-DB0-040 2100150013893 ARUSHA - NAMANGA-ATHI RIVER ROAD DEV PJ 12/13/2006 12/31/2012 Kenya/ Tanzania 49,241,000 

ANNEX

Agriculture

123,060,000

Environment

4,105,233

Finance

146,819,783

Multi-Sector

769,000,000 

Power

353,176,384

Social

30,000,000

Transport

904,930,694

Water Sup/Sanit

72,980,000 

TOTAL:

2,404,072,095 

37.64%

31.99%14.69%

6.11%

5.12%

3.04%

1.25% 0.17%

PART 1: EARC REGIONAL PORTFOLIO — ONGOING

EARC Current Regional 
Projects Portfolio 
Composition by Sector 

* All fi gures in UA
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    P-Z1-DB0-075 2100150028894 MULTINATIONAL: EAST AFRICA: ARUSHA-VOI 04/16/2013 12/31/2018 Kenya/ Tanzania 75,000,000 

    P-Z1-DB0-095 2100150025546 ETHIOPIA - MOMBASA -NAIROBI-ADDIS ABABA 11/30/2011 12/31/2018 Ethiopia/ Kenya 120,000,000 

  ONEC2 P-Z1-FA0-032 2100150022643 NELSAP INTERCONNECTION PROJECT - KENYA 06/16/2010 12/31/2014 Kenya 39,770,000 

    P-Z1-FA0-044 2100150027845 ETHIOPIA-KENYA ELECTRICITY HIGHWAY(KENYA 09/19/2012 12/31/2018 Ethiopia/ Kenya 75,000,000 

  OSAN1 P-Z1-AAZ-011 2100150028345 KENYA-DRGHT RSILCE & SUSTAIN.LIVIHOOD 12/19/2012 12/31/2018 Kenya 37,410,000 

Multinational DIRA P-Z1-DB0-108 5150155001051 KAMPALA-JUBA-ADDIS ABABA-DJIBOUTI 
CORRID

09/30/2013 06/30/2013 Uganda/ South Sudan/ 
Ethiopia

2,368,380 

  OITC2 P-Z1-DA0-003 2100155019666 COMESA AVIATION - REGIONAL CNS/ATM 09/15/2010 12/31/2015 Comesa Meber Countries 5,750,000 

    P-Z1-DB0-038 2100155008616 ARUSHA- NAMANGA-ATHI RIVER ROAD 
DEVELOPM

12/13/2006 05/31/2014 Kenya/ Tanzania 3,501,000 

      6550655000051 ARUSHA- NAMANGA-ATHI RIVER ROAD 
DEVELOPM

03/09/2007 05/31/2014 Kenya/Tanzania 43,349,623 

    P-Z1-DB0-047 2100155014670 ROUTE NYAMITANGA-RUHWA-NTENDEZI-
MWITYAZO

12/16/2008 12/31/2013 Burundi/Rwanda 50,620,000 

      2100155014671 ROUTE NYAMITANGA-RUHWA-NTENDEZI-
MWITYAZO

12/16/2008 12/31/2013 Burundi/Rwanda 49,380,000 

    P-Z1-DB0-060 2100155016966 PHASE 2 CHEMIN FER DSM-ISAKA-KIGA/KEZA-M 11/17/2009 12/31/2012 Tanzania/Rwanda/Burundi/
DRC

1,670,000 

      2100155016967 PHASE 2 CHEMIN FER DSM-ISAKA-KIGA/KEZA-M 11/17/2009 12/31/2012 Tanzania/Rwanda/Burundi/
DRC

1,670,000 

    P-Z1-DB0-073 2100155023016 MULTINATIONAL (BURUNDI-RWANDA): PROJET D 06/27/2012 12/31/2018 Burundi/ Rwanda 27,500,000 

    P-Z1-DB0-099 2100155023017 MULTINATIONAL (BURUNDI-RWANDA): PROJET D 06/27/2012 12/31/2018 Burundi/Rwanda 4,525,000 

    P-Z1-DZ0-003 2100155010468 EAST AFRICA TRADE & TRANSPORT (EAC) 11/29/2006 06/30/2014 Kenya, Rwanda, Tanzania 
and Uganda

6,200,000 

    P-Z1-DZ0-004 2100155008868 EAST AFRICA TRADE & TRANSPORT (NCTTCA) 11/29/2006 06/30/2014 Kenya, Rwanda, Tanzania 
and Uganda

2,000,000 

  ONEC2 P-Z1-FA0-030 2100155018469 NELSAP INTERCONNECTION PROJECT-NBI 11/27/2008 12/31/2014 Kenya 1,210,000 

    P-Z1-FA0-031 2100155018518 NELSAP INTERCONNECTION PROJECT - 
RWANDA

11/27/2008 12/31/2014 Rwanda 30,470,000 

    P-Z1-FA0-033 6550655000651 NELSAP INTERCONNECTION PROJECT - UGANDA 03/26/2010 12/01/2017 Uganda 34,176,471 

    P-Z1-FA0-034 2100155018519 NELSAP INTERCONNECTION PROJECT - 
BURUNDI

11/27/2008 12/31/2014 Burundi 15,150,000 

    P-Z1-FAD-007 2100155026516 REGIONAL RUSUMO HYDROPOWER - BURUNDI 11/27/2013 08/31/2019 Burundi/ Rwanda/ Tanzania 16,700,000 

    P-Z1-FAD-008 2100150030546 REGIONAL RUSUMO HYDROPOWER - RWANDA 11/27/2013 08/31/2019 Burundi/ Rwanda/ Tanzania 18,884,000 

      2200160001239 REGIONAL RUSUMO HYDROPOWER - RWANDA 11/27/2013 08/31/2019 Burundi/ Rwanda/ Tanzania 6,500,000 

    P-Z1-FAD-009 2100150030545 REGIONAL RUSUMO HYDROPOWER - TANZANIA 11/27/2013 08/31/2019 Burundi/ Rwanda/ Tanzania 22,408,000 

  ONRI1 P-Z1-DC0-013 5150155000351 EAC RAILWAYS SECTOR ENHANCEMENT 
PROJECT

06/29/2012 12/31/2015 East Africa Community 
Members

798,491 

    P-Z1-FAD-003 5150155000151 ETHIOPIA-KENYA ELECT. INETRCON. PHASE II 07/15/2010 12/31/2012 Ethiopia/ Kenya 648,126 
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  ONRI2 P-Z1-KZ0-018 2100155025966 3CAPACITY BUILDING SUPPORT TO TRIPARTITE 10/09/2013 06/30/2017 COMESA/ EAC/SADC 
(RECs)

5,000,000 

  OPSM4 P-Z1-HAA-050 2000130011130 PTA BANK LOC-EQUITY 2013 10/02/2013 01/09/2020 COMESA Member 
Countries

32,406,297 

    P-Z1-HAA-051 5700155001701 FAPA- EADB 2013 05/01/2013 12/31/2015 Kenya, Rwanda, Tanzania 
and Uganda

593,035 

  OPSM5 P-Z1-DC0-011 2000130007480 RIFT VALLEYKENYA-UGANDA RAILWAYS 
CONCESS

07/13/2011 07/15/2026 Kenya/Uganda 25,925,038 

    P-Z1-HAA-005 2000120000114 PTA BANK FIRST LINE OF CREDIT & TA SUPPO 12/17/2003 12/31/2012 COMESA Member 
Countries

19,443,778 

      2100155002037 PTA BANK FIRST LINE OF CREDIT & TA SUPPO 12/17/2003 12/31/2012 COMESA Member 
Countries

599,528 

    P-Z1-HAA-009 2000120000112 EADB SUPPORT PROJECT 12/17/2003 12/31/2013 Kenya, Rwanda, Tanzania 
and Uganda

25,726,189 

      2100155002026 EADB SUPPORT PROJECT 12/17/2003 12/31/2013 Kenya, Rwanda, Tanzania 
and Uganda

900,000 

    P-Z1-HAA-016 2000120001570 PTA BANK 2ND LINE OF CREDIT & TA SUPPORT 03/12/2008 12/31/2014 COMESA Member 
Countries

32,406,297 

      5700155000201 PTA BANK 2ND LINE OF CREDIT & TA SUPPORT 08/08/2008 12/31/2014 COMESA Member 
Countries

648,126 

    P-Z1-HAA-017 2000120002269 SHELTER-AFRIQUE FINANCIAL SUPPORT PROJ. 02/18/2009 12/31/2011 Africa Member Countries 
(44)

19,443,778 

  OSAN1 P-Z1-AAZ-012 2100155024217 DJIBOUTI-DRGHT RSILCE & SUSTAIN.LIVIHOOD 12/19/2012 12/31/2017 Djibouti/Ethiopia/Kenya 10,700,000 

    P-Z1-AAZ-014 2100155024218 IGAD-DRGHT RSILCE & SUSTAIN.LIVIHOOD 12/19/2012 12/31/2017 Djibouti 5,000,000 

    P-Z1-AB0-002 2100155016468 PROJET DEV. RURAL DU BUGESERA (RWANDA) 09/25/2009 12/31/2017 Rwanda 14,980,000 

    P-Z1-AB0-005 2100155016467 PROJET DEV. RURAL DU BUGESERA (BURUNDI) 09/25/2009 12/31/2017 Burundi 15,020,000 

  OSGE2 P-Z1-HZ0-003 2100155023918 EAST AFRICAN COMMUNITY (EAC) - PAYMENTS 12/05/2012 12/31/2017 East Africa Community 
Members

15,000,000 

  OSHD2 P-Z1-IAZ-006 2100155021616 AFRICAN VIRTUAL UNIVERSITY (PHASE 2) 12/16/2011 06/30/2017 African Countries (22) 10,000,000 

  OSHD3 P-Z1-IB0-007 2100155007217 SADC SUPPORT TO HIV/AIDS, MALARIA & TB 05/31/2006 12/31/2012 SADC Member Countries 20,000,000 

  OWAS2 P-Z1-EA0-004 2100155019967 LAKE VICTORIA WATER AND SANITATION PROG. 12/17/2010 12/31/2015 East Africa Community 
Members

72,980,000 

Rwanda OITC2 P-Z1-DB0-099 2100150027043 MULTINATIONAL (BURUNDI-RWANDA): PROJET D 06/27/2012 12/31/2018 Burundi/Rwanda 40,525,000 

Tanzania OITC2 P-Z1-DB0-038 2100150013894 ARUSHA- NAMANGA-ATHI RIVER ROAD 
DEVELOPM

12/13/2006 05/31/2014 Kenya/ Tanzania 537,000 

    P-Z1-DB0-060 2100150021393 PHASE 2 CHEMIN FER DSM-ISAKA-KIGA/KEZA-M 11/17/2009 12/31/2012 Tanzania/Rwanda/Burundi/
DRC

1,660,000 

    P-Z1-DB0-074 2100150028893 MULTINATIONAL: EAST AFRICA:ARUSHA-VOI 04/16/2013 12/31/2018 Kenya/ Tanzania 79,900,000 

Uganda ONEC2 P-Z1-FA0-033 2100150022696 NELSAP INTERCONNECTION PROJECT - UGANDA 11/27/2008 12/01/2017 Uganda 7,590,000 
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II.1 BURUNDI

Burundi: List of ongoing Projects
Sector Name Fin. project Loan Number Long name Approval Date Completion 

Date
Project cost Net loan % of 

Financing

Environment P-BI-C00-001 5550155000201 PROJET D’AMENAGEMENT DES BASSINS 
(PABVAR

04/22/2013 06/30/2018 9,070,000 2,000,000 45%

    5900155004701 PROJET D’AMENAGEMENT DES BASSINS 
(PABVAR

04/22/2013 06/30/2018 9,070,000 6,230,000  

Multi-Sector P-BI-K00-009 5900155003351 PROGR D’APPUI AUX RÉFORM ECONO 07/11/2012 12/31/2013 12,000,000 12,000,000 100%

  P-BI-K00-010 5900155004101 PRCGF 11/09/2012 03/31/2015 1,244,681 1,244,681 100%

  P-BI-K00-011 5900155004102 PADSP 11/09/2012 12/31/2014 884,730 884,730 100%

  P-BI-KF0-002 5900155004201 RENF CAPACITES INST EMPLOI ET 
ENTREPRENA

11/12/2012 12/31/2014 1,347,796 1,347,796 100%

  P-BI-KF0-003 5900155004202 RENF CAPACITES STAT S&E PAUVRETE 11/12/2012 06/30/2014 1,921,000 1,921,000 100%

  P-BI-KF0-004 5900155004203 RENF CAPACITES COL DONNEES MO&PS 11/09/2012 06/30/2014 400,920 400,920 100%

Social P-BI-IE0-003 2100155015716 PROJET DE CREATION D’EMPLOIS 06/24/2009 12/31/2014 51,010,000 10,000,000 20%

Transport P-BI-DB0-015 5900155001501 PROJET GITEGA- NYANGUNGU-NGOZI PHASE 1 09/27/2010 12/31/2014 24,255,000 24,100,000 99%

  P-BI-DB0-016 2100155020566 PROJET GITEGA-NGOZI PHASE 2 06/29/2011 12/31/2015 42,260,000 10,000,000 50%

    5900155001852 PROJET GITEGA-NGOZI PHASE 2 06/29/2011 12/31/2015 42,260,000 32,000,000  

Urban 
Developm.

P-BI-J00-001 5000199002918 AIDE D’URGENCE MARCHE BUJUMBURA 07/10/2013 12/31/2013 500,000 324,675 52%

Total           196,224,127 102,453,802  

PART 2: EARC NATIONAL PORTFOLIOS — CUMULATIVE AND ONGOING

Agriculture

120,898,614

Environment 

8,230,000 

Finance

9,962,102 

Multi-Sector 

101,286,093 

Power 

20,064,849 

Social 

50,216,857 

Transport 

204,084,903

Water Sup/Sanit 

66,217,067

Ind/Mini/Quar 

1,848,400 

Urban Developm. 

324,675 

TOTAL:

583,133,559  

20.7%11.4%

35.0%

8.6%

17.4%

3.4%

1.7%

1.4%

0.3%
0.1%

Urban Developm.

324,675 

Transport

66,100,000 

Social

10,000,000

Multi-Sector

17,799,127 

Environment

8,230,000 

TOTAL:

102,453,802 64.5%

9.8%

17.4%

8.0%

0.3%

Cumulative Bank Group Loan and Grants By 
Sector for National Burundi Projects (1974-2013

The Structure of the Current National 
Portfoilo By Sector in Burundi 

* All fi gures in UA * All fi gures in UA
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II.2 COMOROS

Comoros: Current ongoing Projects

Sector Name Fin. project Loan Number Long name Approval 
Date

Completion 
Date

Project cost Net loan % of 
Financing

Agriculture P-KM-AA0-006 5000199002768 AIDE HUMANITAIRE URGENCE VICTIMES INNON 05/24/2012 03/31/2013 1,000,000 649,351 65%

Multi-Sector P-KM-K00-003 5900155004051 PARSEGF 12/19/2012 06/30/2014 2,000,000 2,000,000 100%

  P-KM-KF0-001 2100155015916 PROJET APPUI AUX RENFORCEMENT DES CAPA 07/15/2009 12/31/2014 5,260,000 5,260,000 100%

  P-KM-KF0-003 2100155018967 DON SUPPL. AU PRCI 10/11/2010 12/31/2014 595,000 595,000 100%

  P-KM-KF0-007 5900155005903 APPUI A LA SCADD 11/21/2013 12/31/2015 241,000 -   0%

Power P-KM-FA0-001 2100155025668 PROJET ASSISTANCE PR SECTEUR  ENERGIE 09/11/2013 12/31/2014 13,380,000 5,380,000 50%

    5900155005451 PROJET ASSISTANCE PR SECTEUR  ENERGIE 09/11/2013 12/31/2014 13,380,000 8,000,000  

Water Sup/
Sanit

P-KM-EA0-001 5800155000401 PROJET D’EAU POTABLE ET D’ASSAINISSEMENT 12/17/2009 06/30/2015 10,640,000 1,966,652 47%

    5900155000801 PROJET D’EAU POTABLE ET D’ASSAINISSEMENT 12/17/2009 06/30/2015 10,640,000 8,000,000  

Total           57,136,000 31,851,003  

Water Sup/Sanit

9,966,652

Multi-Sector

24,970,846

Agriculture

11,060,611

Power

13,380,000

Social

7,878,790

Transport

37,917,173

TOTAL:

105,174,072 

23.7%

36.1%
7.5%

12.7%

10.5%

9.5%

Water Sup/Sanit

9,966,652

Multi-Sector

7,855,000

Agriculture

649,351 

Power

13,380,000 

TOTAL:

31,851,003 

42.0%

24.7%

2.0%

31.3%

Cumulative Bank Group Loan and Grants  By 
Sector for National Comoros Projects (1977-2013)

The Structure of the Current Portfoilo By 
Sector for National  Comoros Projects

* All fi gures in UA * All fi gures in UA
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II.3 DJIBOUTI

Djibouti: Current ongoing Projects

Sector Name Fin. project Loan Number Long name Approval Date Completion 
Date

Project cost Net loan % of 
Financing

Agriculture

 

P-DJ-AAZ-001 5000199001370 AIDE HUMANITAIRE VICTIMES SECHERESSE 04/02/2009 04/02/2010 500,000 324,675 65%

P-DJ-AAZ-002 5000199002518 AIDE HUMANITAIRE D’URGENCEAUX POPULATION 11/14/2011 03/31/2013 1,000,000 649,351 65%

Multi-Sector

 

P-DJ-KF0-006 5900155004302 RENFORCEMENT DES CAPACITES INST (PRCI) 11/12/2012 03/31/2015 1,296,500 1,296,500 100%

P-DJ-KF0-007 5900155004301 APPUI STRUCT ELABOR DONNEES SE (PASED) 11/12/2012 01/31/2015 1,063,500 1,063,500 100%

Power

 

P-DJ-FA0-001

 

2100150029643 GEOTHERMAL EXPLORATORY DRILLING PROJECT 06/28/2013 01/30/2015 30,800,000 269,000 6%

 
2100155025466 GEOTHERMAL EXPLORATORY DRILLING PROJECT 06/28/2013 01/30/2015 30,800,000 3,531,000

Social P-DJ-IE0-002 2100155013273 PROJET DE REDUCTION DE LA PAUVRETE 10/17/2008 06/30/2015 8,800,000 5,820,000 66%

P-DJ-IE0-003 2100155019717 PREPUD II 01/31/2011 12/31/2014 800,000 800,000 100%

Transport

 

P-DJ-D00-001 2000120001819 DORALEH CONTAINER TERMINAL 09/24/2008 04/29/2022 397,000,000 51,521,438 13%

P-DJ-DD0-001 2000120000115 DJIBOUTI BULK TERMINAL PROJECT 12/03/2003 12/30/2009 30,000,000 6,493,506 22%

Water Sup/
Sanit

P-DJ-E00-003

 

2100155024119 AEPA EN MILIEU RURAL & CENTR SECONDAIRES 11/27/2012 12/31/2017 6,715,000 3,500,000 46%

 
5800155001002 AEPA EN MILIEU RURAL & CENTR SECONDAIRES 11/27/2012 12/31/2017 6,715,000 2,684,996

P-DJ-EAZ-001 5600155001001 MOBILISATION EAUX DE SURFACE 01/29/2008 06/30/2012 1,937,000 1,733,613 89%

P-DJ-EAZ-002 5800155001051 ETUDE ELABORATION PROGR NAT AEPA MR 2030 02/04/2013 12/31/2014 500,000 447,499 89%

Total           517,927,000 80,135,079  

Water Sup/Sanit

41,170,219.82

Multi-Sector

13,730,409.89

Agriculture

15,495,366.54 

Power

6,148,342.40

Social

38,750,612.32

Transport

63,496,284.33

Finance

2,827,916.80

TOTAL:

181,619,152.10 

35.0%

21.3%

7.6%

8.5%
22.7%

1.6%

3.4%

Water Sup/Sanit

8,366,108

Multi-Sector

2,360,000

Agriculture

974,026

Power

3,800,000

Social

6,620,000

Transport

58,014,945 

TOTAL:

80,135,079 

72.4%

8.3%

10.4%

2.9%

1.2%

4.7%

Cumulative Bank Group Loan and Grants By 
Sector for Djibouti National Projects (1979-2013)

The Structure of the Current National 
Portfolio By Sector in Djibouti

* All fi gures in UA * All fi gures in UA
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II.4 ETHIOPIA

Ethiopia: Current ongoing Projects

Sector Name Fin. project Loan Number Long name Approval Date Completion 
Date

Project cost Net loan % of 
Financing

Ind/Mini/Quar P-ET-BB0-001 2000120001619 DERBA MIDROC CEMENT PLANT PROJECT 04/16/2008 12/31/2011 350,000,000 35,714,286 10%

Multi-Sector P-ET-K00-011 2100150027194 PROMOTING BASIC SERVICES PROG. (PBSIII) 07/18/2012 07/31/2015 2,238,300,000 166,000,000 7%

Power P-ET-FA0-006 2100150013644 RURAL ELECTRIFICATION PROJECT II 12/20/2006 08/31/2015 114,310,000 87,200,000 76%

  P-ET-FA0-008 2100150023451 ELECTRICTY TRANS. SYSTEM IMPROV PROJECT 12/06/2010 12/31/2015 174,810,000 93,750,000 43%

    2100155019269 ELECTRICTY TRANS. SYSTEM IMPROV PROJECT 12/06/2010 12/31/2015 174,810,000 58,000,000  

  P-ET-FE0-002 5565155000052 ASSELA WIND FARM SREP PPG 06/28/2012 12/31/2015 2,000,000 1,103,896 55%

Transport P-ET-DA0-008 2000120003219 ETHIOPIAN AIRLINES TRANCHE  1 03/23/2011 12/31/2020 668,000,000 3,745,877 1%

  P-ET-DA0-009 2000120003220 ETHIOPIAN AIRLINES TRANCHE 2 03/23/2011 12/31/2020 668,000,000 10,682,504 2%

  P-ET-DA0-010 2000120003269 ETHIOPIAN AIRLINES TRANCHE 3 03/23/2011 12/31/2020 668,000,000 10,682,504 2%

  P-ET-DB0-011 2100150013218 JIMMA-MIZAN ROAD UPGRADING PROJECT 12/13/2006 12/30/2014 101,530,000 65,000,000 64%

  P-ET-DB0-014 2100150025495 BEDELE - METU ROAD UPGRADING  PROJECT 11/10/2011 12/31/2017 50,310,000 41,060,000 82%

  P-ET-DB0-018 2100150030195 MODJO-HAWASSA ROAD PROJECT PHASE I 11/06/2013 12/31/2027 233,200,000 84,080,000 18%

    2100155026168 MODJO-HAWASSA ROAD PROJECT PHASE I 11/06/2013 12/31/2027 233,200,000 1,630,000  

Water Sup/Sanit P-ET-E00-006 2100155006269 RURAL WATER SUPPLY & SANITATION PROGRAM 12/21/2005 12/31/2013 180,370,000 43,610,000 24%

  P-ET-EA0-008 5600155001504 SOLAR & WIND FOR WATER 01/12/2009 09/01/2013 1,991,880 1,782,730 89%

Total           5,858,831,880 704,041,798  

Water Sup/Sanit

163,542,940.10 

Multi-Sector

911,242,707.09

Agriculture

506,287,852.01

Power

418,912,107.24

Social

111,107,346.66

Transport

592,040,468.76

Finance

7,325,865.72

Communications

57,533,670.09

Ind/Mini/Quar

111,338,594.17

TOTAL

31.6%

14.5%

3.9%

5.7%

20.6% 17.6%

2.0%

3.9%
0.3%

Water Sup/Sanit

45,392,730

Multi-Sector

166,000,000

Power

240,053,896

Transport

216,880,886 

Ind/Mini/Quar

35,714,286 

TOTAL:

704,041,798  

34.1%

30.8%

6.4%
5.1%

23.6%

Cumulative Bank Group Loan and Grants By Sector 
for  National Ethiopia Projects  (1975-2013)

The Structure of the Current National 
Portfolio By Sector in Ethiopia

* All fi gures in UA * All fi gures in UA
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II.5 ERITREA

Eritrea: Current ongoing Projects

Sector 
Name

Fin. project Loan Number Long name Approval Date Completion 
Date

Project cost Net loan % of 
Financing

Social P-ER-IAD-001 2100155017816 SUPPORT TO HIGHER EDUCATION DEVELOPMENT 04/28/2010 12/31/2016 15,660,000 12,900,000 82%

  P-ER-IAE-001 2100155021466 SUPPORT TO TECHNICAL & VET-STVET PROJECT 11/30/2011 12/31/2016 13,350,000 12,020,000 90%

Total           29,010,000 24,920,000  

Multi-Sector

20,844,750.11

Agriculture

29,503,439.65

Social

43,508,686.37

Transport

5,430,260.13

Urban Development

1,853,741.06

TOTAL:

101,140,877.32 

20.6%

43.0%

5.4%

29.2%

1.8%

Social

24,920,000 
100%

Cumulative Bank Group Loan and Grants By 
Sector in Eritrea (1996-2013)

The Structure of the Current Portfoilo By 
Sector in Eritrea

* All fi gures in UA * All fi gures in UA
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II.6 KENYA

Kenya: Current ongoing Projects

Sector 
Name

Fin. project Loan Number Long name Approval 
Date

Completion 
Date

Project cost Net loan % of 
Financing

Agriculture P-KE-AAZ-001 2100150012296 KIMIRA-OLUCH SMALLHOLDER IRRIGATION DEVE 05/31/2006 12/31/2014 27,770,000 22,978,992 43%

    2100155007220 KIMIRA-OLUCH SMALLHOLDER IRRIGATION DEVE 05/31/2006 12/31/2014 27,770,000 1,153,332  

  P-KE-AAZ-002 2100150014943 SMALLSCALE  HORTICULTURE DEVELOPMENT PRO 09/05/2007 12/31/2014 17,000,000 17,000,000 100%

Finance P-KE-HAZ-001 2000140000202 GUARANTEE FACILITY -WOMEN ENTERPRISES DE 10/19/2005 12/31/2013 10,000,000 0 0%

Power P-KE-FA0-003 2100150019893 MOMBASSA NAIROBI TRANSMISSION LINE 05/06/2009 12/31/2015 183,830,000 50,000,000 27%

  P-KE-FA0-004 2100150023752 POWER TRANSMISSION IMPROVEMENT PROJECT 12/06/2010 12/31/2013 54,809,537 46,700,000 85%

  P-KE-FA0-006 2000140000151 ADF - PRG FOR TURKANA T-LINE 10/02/2013 03/03/2015 17,500,000 17,500,000 100%

  P-KE-FAA-001 2000130008130 THIKA THERMAL POWER PROJECT 12/07/2011 06/01/2026 112,400,000 25,149,465 22%

  P-KE-FZ0-003 2100150026101 MENENGAI GEOTHERMAL DEVELOPMENT PROJECT 12/14/2011 12/31/2017 110,000,000 80,000,000 29%

    5565130000101 MENENGAI GEOTHERMAL DEVELOPMENT PROJECT 12/14/2011 12/31/2017 110,000,000 4,870,130  

    5565155000401 MENENGAI GEOTHERMAL DEVELOPMENT PROJECT 12/14/2011 12/31/2017 110,000,000 11,363,636  

  P-KE-FZ0-004 2000130010534 LAKE TURKANA WIND POWER PROJECT 04/26/2013 02/25/2013 608,000,000 98,449,862 16%

  P-KE-FZ0-005 2000130010533 LAKE TURKANA WIND POWER SUB DEBT 04/26/2013 02/22/2014 625,000,000 4,474,994 1%

Social P-KE-IAD-001 2100150027993 SUPPORT TO HEST TO ENHANCE QUALITY 11/14/2012 06/30/2018 28,000,000 28,000,000 100%

Water Sup/Sanit

307,820,817

Multi-Sector

69,124,020

Agriculture

167,249,440

Power

359,529,113

Social

159,260,487

Transport

382,876,933

Finance

36,524,735

Environment

13,284,561

Ind/Mini/Quar

49,466,243

TOTAL:

1,545,136,349 

23.3%

10.3%

19.9%

10.8%

4.5%

24.8%

3.2%

2.4%

0.9%

Water Sup/Sanit

215,502,135

Agriculture

41,132,324 

Power

338,508,087

Social

70,000,000

Transport

113,249,351

TOTAL:

778,391,897 

43.3%

9.0%

14.5%

27.7%

5.3%

Cumulative Bank Group Loan and Grants By 
Sector for Kenya National Projects (1967-2013)

The Structure of the Current National 
Portfoilo By Sector in Kenya

* All fi gures in UA * All fi gures in UA
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  P-KE-IAE-001 2100150018493 SUPPORT FOR TIVET PROJECT 12/16/2008 12/31/2013 27,700,000 25,000,000 90%

  P-KE-IZ0-001 2100150015794 COMMUNITY EMPOWERMENT PROJECT (CEISP) 12/17/2007 07/31/2014 20,930,000 17,000,000 81%

Transport P-KE-DA0-002 5000199003168 EMERGENCY ASSISTANCE TO ADDRESS THE DAMA 09/30/2013 04/30/2014 1,000,000 649,351 65%

  P-KE-DB0-019 2100150023344 REHABILITATION OF TIMBOROA  ELDORET ROAD 11/24/2010 12/31/2016 38,920,000 35,000,000 90%

  P-KE-DB0-020 2100150030144 OUTER RING ROAD IMPROVEMENT PROJECT 11/13/2013 12/31/2017 86,400,000 77,040,000 45%

    2100155026117 OUTER RING ROAD IMPROVEMENT PROJECT 11/13/2013 12/31/2017 86,400,000 560,000  

Water Sup/
Sanit

P-KE-E00-005 2100150015546 WATER SERVICES BOARDS SUPPORT PROJECT 11/21/2007 06/30/2014 56,900,000 35,190,000 40%

    5800155000101 WATER SERVICES BOARDS SUPPORT PROJECT 12/05/2007 06/30/2014 56,900,000 10,068,736  

  P-KE-E00-007 2100150021543 SMALL MED TOWNS WATER SUPPLY & WASTE WAT 11/03/2009 12/31/2014 77,924,694 70,000,000 90%

  P-KE-E00-008 2100150029993 THWAKE MULTIPURPOSE WATER DEVELOPMENT PR 10/30/2013 12/31/2019 179,290,000 61,680,000 18%

    2100155025973 THWAKE MULTIPURPOSE WATER DEVELOPMENT PR 10/30/2013 12/31/2019 179,290,000 1,210,000  

  P-KE-EAZ-002 5600155001501 INTEGRATED LAND & WATER MANAGEMENT 01/13/2009 04/30/2014 1,940,000 1,736,298 89%

  P-KE-EAZ-003 5600155002901 SCALING UP RAINWATER MANAGEMENT 07/05/2012 12/31/2015 689,500 617,102 89%

  P-KE-EB0-003 2100150023655 NAIROBI RIVERS BASIN REHABILITATION AND 12/06/2010 12/31/2015 39,870,000 35,000,000 88%

Total           2,896,233,731 778,391,897  
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II.7 RWANDA

Rwanda: Current ongoing Projects
Sector Name Fin. project Loan Number Long name Approval Date Completion 

Date
Project cost Net loan % of 

Financing
Agriculture P-RW-AAE-004 2100150024693 LIVESTOCK INFRASTRUCTURE SUPPORT PROGRAM 06/29/2011 12/31/2017 21,810,000 21,810,000 100%

Finance P-RW-HAA-002 2100150000805 TROISIEME LIGNE DE CREDIT A LA BRD 11/16/2000 06/30/2006 6,000,000 5,994,692 85%

2150150003158 TROISIEME LIGNE DE CREDIT A LA BRD 11/16/2000 06/30/2006 6,000,000 4,256,394

P-RW-HAA-004 2000120003070 BANQUE RWANDAISE DE DEVELOPPEMENT 11/19/2010 02/28/2022 8,000,000 5,194,805 65%

P-RW-HAA-006 5700155001451 RWANDA DEVELOPMENT BANK (TA) 01/11/2011 06/12/2014 730,800 474,545 65%

P-RW-HAB-001 2000130007730 BANK OF KIGALI 11/19/2010 02/29/2020 12,000,000 7,792,208 65%

P-RW-HAB-003 5700155001452 BANK OFE KIGALI  FAPA TA 01/11/2011 01/20/2015 547,200 355,325 65%

Multi-Sector P-RW-KB0-001 5700155000452 RWANDA PRIVATE SECTOR FEDERATION 08/27/2008 10/01/2012 1,000,000 649,316 65%

P-RW-KF0-003 2100155013917 COMPETITIVENESS AND ENTERPRISE DEV. PROJ 12/29/2008 06/30/2014 5,000,000 5,000,000 100%

Power  P-RW-FA0-006 2100150029445 SCALING-UP ENERGY ACCESS PROJECT 06/26/2013 08/31/2018 29,961,000 15,494,000 46%

2100155025166 SCALING-UP ENERGY ACCESS PROJECT 06/26/2013 08/31/2018 29,961,000 11,871,000

P-RW-FG0-001 2000130007485 KIVU WATT 02/03/2011 02/15/2026 142,230,000 16,233,766 11%

Social

 

P-RW-IA0-003 5700155001851 SKILLS DEVELOPMENT IN THE ENERGY SECTOR 09/30/2013 12/31/2020 800,000 519,481 65%

P-RW-IAD-002 2100155013519 SUPPORT TO SCIENCE AND TECHNOLOGY SKILLS 11/11/2008 06/30/2014 6,660,000 6,000,000 90%

P-RW-IAD-003 2100150023544 REGIONAL ICT CENTRE OF EXCELLENCE PROJ 12/14/2010 06/30/2016 8,600,000 8,600,000 100%

Transport P-RW-DB0-012 2100155014817 PROJET DE ROUTE BUTARE-KITABI-NTENDEZI 03/25/2009 12/31/2013 46,740,000 16,000,000 34%

P-Z1-DB0-099 2100150027043 MULTINATIONAL (BURUNDI-RWANDA): PROJET D 06/27/2012 12/31/2018 51,220,000 40,525,000 79%

Water Sup/
Sanit

P-RW-E00-005

 

2100155015717 DEUXIEME SOUS-PROGRAMME D’AEPA EN MILIEU 07/01/2009 12/31/2013 20,265,000 10,000,000 40%

 5800155000301 DEUXIEME SOUS-PROGRAMME D’AEPA EN MILIEU 07/01/2009 12/31/2013 20,265,000 6,229,191

Total           417,790,000 182,999,724  

Water Sup/Sanit

91,266,513

Multi-Sector

190,701,202

Agriculture

225,406,099 

Power

55,169,875

Social

154,604,696 

Transport

139,773,275

Finance

39,617,721

Environment

994,366

Ind/Mini/Quar

3,509,027

Communications

3,087,071

21.1%

6.1%

17.1%

15.5%
10.1%

24.9%

21.1%

0.1%

0.4%
0.3%

Water Sup/Sanit

16,229,191

Multi-Sector

5,649,316

Agriculture

21,810,000

Power

43,598,766

Social

15,119,481

Transport

16,000,000

Finance

24,067,969

TOTAL:

142,474,724 30.6%

16.9%

15.3%

11.4%
11.2%

10.6%

4.0%

Cumulative Bank Group Loan and Grants By 
Sector in Rwanda (1974-2013)

The Structure of the Current Portfoilo 
By Sector in Rwanda

* All fi gures in UA * All fi gures in UA
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II.8 SEYCHELLES

Seychelles: Current ongoing Projects

Sector Name Fin. project Loan Number Long name Approval Date Completion 
Date

Project cost Net loan % of 
Financing

Agriculture P-SC-AA0-005 5500155006401 AGRICULTURE SECTOR STUDY 02/27/2013 12/31/2014 721,560 649,400 90%

Communications P-SC-GB0-002 2000130007781 SEYCHELLES CABLE SYSTEMS COMPANY 04/27/2011 06/08/2023 28,000,000 6,712,491 24%

Multi-Sector

 

 

 

P-SC-K00-001 2000140000101 POLICY BASED PARTIAL CREDIT GUARANTEE (P 12/02/2009 12/31/2011 10,000,000 6,493,506 65%

P-SC-K00-002 5500155004655 SCB - II 04/13/2011 06/30/2014 515,130 490,600 95%

P-SC-K00-004 2000130011181 COMPETITIVENESS AND ECONOMIC REFORM PROG 12/03/2013 12/31/2014 20,000,000 12,987,013 65%

P-SC-K00-006 5000199003068 EMERGENCY ASSIST ADDRESS DAMAG JAN CYCLO 06/24/2013 12/31/2014 1,000,000 649,351 65%

Water Sup/Sanit P-SC-EA0-003 5500155004951 SEYCHELLES - LA GOGUE WATER SUPPLY STUDY 12/08/2011 03/31/2014 717,000 600,000 84%

Total           60,953,690 28,582,361  

Water Sup/Sanit

9,654,251

Multi-Sector

34,370,127

Agriculture

10,720,860 

Communications

6,984,092

Social

28,642,116

Transport

10,453,921

Finance

7,716,749

TOTAL:

108,542,117 

31.7%

26.4%

9.6%
8.9%

9.9%

6.4%

7.1%

Water Sup/Sanit

600,000

Multi-Sector

20,620,470

Agriculture

649,400

Communications

6,712,491

TOTAL:

28,582,361 

72.1%

23.5%

2.3%2.1%

Cumulative Bank Group Loan and Grants By 
Sector in Seychelles (1978-2013)

The Structure of the Current Portfoilo 
By Sector in Seychelles

* All fi gures in UA * All fi gures in UA
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II.9 SOMALIA

Somalia: Current ongoing Projects

Sector 
Name

Fin. project Loan Number Long name Approval Date Completion 
Date

Project cost Net loan % of 
Financing

Multi-
Sector

 

P-SO-KF0-001 2100155026368 ECONOMIC AND FINANCIAL GOV. ISP 12/18/2013 06/09/2017 2,500,000 2,500,000 100%

P-SO-KF0-002 5900155005152 TA IN SADMU-SOMALIA AID & DEBT MANAGMENT 07/08/2013 09/30/2015 146,878 146,878 100%

P-SO-KF0-004 5900155005952 SOMALILAND STATISTICAL CAPACITY BUILDING 09/13/2013 09/30/2015 355,136 355,136 100%

Social

 

 

P-SO-I00-001 5900155005201 POPULATION ESTIMATION SURVEY PROJECT 03/22/2013 12/31/2014 325,773 325,773 100%

P-SO-IZ0-002 5000199002018 EMERGENCY RELIEF ASSISTANCE 01/26/2011 12/31/2011 655,000 425,325 65%

P-SO-IZ0-003 5000199002168 EMERGENCY HUMANITARIAN RELIEF ASSISTANCE 07/21/2011 01/31/2012 1,000,000 649,351 65%

Total           4,982,787 4,402,462  

Water Sup/Sanit

5,043,314.23 

Multi-Sector

4,303,312.69

Agriculture

44,137,302.38 

Power

3,611,015.82

Social

4,145,334.49

Transport

8,213,710.79

Finance

15,857,401.28

Communications

955,450.05

TOTAL:

86,266,841.73 

51.2%

18.4%

5.0%

4.2%

4.8%

9.5%
5.8%

1.1%

Multi-Sector

3,002,014 

Social

1,400,448 

TOTAL:

4,402,462 

68.2%

31.8%

Cumulative Bank Group Loan and Grants By 
Sector in Somalia (1971-2013)

The Structure of the Current Portfoilo 
By Sector in Somalia

* All fi gures in UA * All fi gures in UA
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II.10 SOUTH SUDAN

South Sudan: Current ongoing Projects

Sector Name Fin. project Loan Number Long name Approval Date Completion 
Date

Project cost Net loan % of 
Financing

Finance P-SS-HA0-001 5900155004152 INSTITUTIONAL SUPPORT FOR PFM AND AID 12/19/2012 3/30/2015 4,800,000 4,800,000 100%

Multi-Sector (blank) (blank) University of Juba capacity Enhancement (blank) (blank) 482,350 313,214 65%

Power (blank) (blank) JUBA POWER SISTRIBUTION SYSTEM REHABLTATION AND 
EXPANSION

12/17/2013 (blank) 16,960,000 16,960,000 100%

Transport P-SS-D00-001 5900155005851 TECHNICAL ASSISTANCE FOR THE DEVELOPMENT 11/26/2013 12/31/2017 6,930,000 6,930,000 100%

Water Sup/
Sanit

(blank) (blank) SMALL AND MEDIUM TOWN WATER SUPPLY AND 
SANITATION 

10/14/2013 (blank) 3,500,000 3,500,000 100%

Total              32,672,350    32,503,214  

Water Sup/Sanit

3,500,000

Multi-Sector

313,214

Power

16,960,000

Transport

6,930,000

Finance

4,800,000

TOTAL:

32,503,214 

52.2%

21.3%

10.8%

14.8%

1.0%

Cumulative Bank Group Loan and Grants By 
Sector in South Sudan (2012-2013)

* All fi gures in UA
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II.11 SUDAN

Sudan: Current ongoing Projects
Sector Name Fin. project Loan Number Long name Approval 

Date
Completion 
Date

Project cost Net loan % of 
Financing

Multi-Sector

 

 

 

 

P-SD-K00-002 5900155004957 TCB TO THE PREPARATION OF FULL PRSP 07/03/2013 01/31/2016 1,973,285 1,973,285 100%

P-SD-KA0-001 2100155009017 CAPACITY BUILDING FOR POVERTY REDUCTION 03/07/2007 03/31/2014 10,690,000 9,620,000 90%

P-SD-KA0-002 5900155002951 DEBT MANAGEMENT & RESOURCES MOBILIZATION 03/15/2012 12/31/2014 1,050,101 1,050,101 100%

P-SD-KA0-003 5900155004104 GRANT FOR DEBT POLICY DIALOGUE ON AC & 11/13/2012 06/30/2014 50,000 50,000 100%

P-SD-KA0-006 5900155005951 PUBLIC FINANCIAL MANGT PROJECT 12/17/2013 12/31/2015 22,970,000 22,970,000 100%

Social

 

P-SD-IBE-002 5000199001919 EMERGE KHARTOUM STATE AFFECTED BY FLOODS 06/17/2010 12/31/2011 1,000,000 649,351 65%

P-SD-IBE-003 5000199002968 SOUDAN - EMERGENCY ASSISTANCE TO BLUE NI 07/01/2013 09/03/2014 1,000,000.00 649,351 65%

Water Sup/
Sanit

P-SD-EA0-002 5600155002701 DARFUR WATER PROJECT 01/25/2012 01/31/2016 3,300,000 2,953,496 89%

Total           42,033,386 39,915,583  

Water Sup/Sanit

3,019,553

Multi-Sector

51,785,385

Agriculture

159,379,362

Power

43,431,599

Social

8,944,367

Transport

37,616,741

Finance

17,929,616

Ind/Mini/Quar

298,551

TOTAL:

322,405,174 

49.4%

5.6%

16.1%

0.1%

13.5%

2.8%
11.7%

0.9%
Water Sup/Sanit

2,953,496

Multi-Sector

35,663,386

Social

1,298,701

TOTAL:

39,915,583 

89.3%

7.4%

3.3%

Cumulative Bank Group Loan and Grants By 
Sector in Sudan (1971-2013)

The Structure of the Current 
Portfoilo By Sector in Sudan

* All fi gures in UA * All fi gures in UA
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II.12 TANZANIA

Tanzania: Current ongoing Projects
Sector Name Fin. project Loan Number Long name Approval 

Date
Completion 
Date

Project cost Net loan % of 
Financing

Agriculture P-TZ-AA0-019 2100150024993 MARKETING INFRASTRUCTURE, VALUE ADDITION 06/29/2011 12/31/2016 40,000,000 40,000,000 100%

  P-Z1-AAF-004 2100150009043 PROG. D’AMENAG. LAC TANGANYIKA(TANZANIA) 11/17/2004 12/31/2013 46,200,000 4,990,000 11%

Finance P-TZ-HB0-001 5700155001551 EFC TANZANIE FAPA GRANT 06/05/2012 07/21/2016 935,526 607,484 65%

Multi-Sector P-TZ-K00-010 2000140000001 GUARANTEE FACILITY CRDB BANK SME 07/22/2008 11/01/2018 8,975,300 199,570 2%

    5700155000551 GUARANTEE FACILITY CRDB BANK SME 08/05/2008 11/01/2018 8,975,300 142,857  

  P-TZ-K00-011 2100150025643 GOVERNCE & ECO. COMPETIT. SUP. PRG.GECSP 12/16/2011 12/31/2013 100,000,000 100,000,000 100%

  P-TZ-K00-013 2100150030393 SUPPLEMENTAL FINANCING OF THE GOVERNANCE 12/17/2013 06/30/2014 38,410,000 38,385,104 50%

    2100155026367 SUPPLEMENTAL FINANCING OF THE GOVERNANCE 12/17/2013 06/30/2014 38,410,000 15,325  

  P-TZ-KF0-003 2100150022944 ISP FOR GOOD GOVERNANCE II 09/20/2010 12/31/2014 5,460,000 5,200,000 95%

Power P-TZ-FA0-008 2100150015553 ELECTRICITY V 12/14/2007 09/30/2014 33,570,000 28,680,000 45%

    2100155010487 ELECTRICITY V 12/14/2007 09/30/2014 33,570,000 1,320,000  

  P-TZ-FA0-009 2100150023196 IRINGA -SHINYANGA TX PROJECT 10/26/2010 12/13/2016 373,200,000 45,360,000 11%

    6550655000751 IRINGA -SHINYANGA TX PROJECT 12/13/2010 12/13/2016 373,200,000 37,296,037  

Social P-TZ-IAE-005 2100150024593 ALSD II 06/29/2011 12/31/2016 21,020,000 15,000,000 71%

Water Sup/Sanit

253,208,968.69

Multi-Sector

637,947,087.93

Agriculture

368,725,801.57 

Power

221,019,315.07

Social

199,214,490.14

Transport

701,227,668.78

Finance

10,234,518.88

Communications

53,409,927.25

Ind/Mini/Quar

58,774,519.54

TOTAL:

2,503,762,297.85 

25.5%

28.0%

8.0%

8.8%

10.1%

14.7%

2.3%

2.1%0.4%

Water Sup/Sanit

106,717,288

Multi-Sector

143,942,856

Agriculture

40,000,000

Power

112,656,037

Social

75,000,000

Transport

443,131,091

Finance

607,484

TOTAL:

922,054,756 

0.4%4.3%

11.6%48.1%

8.1%

12.2%

15.6%

Cumulative Bank Group Loan and Grants By 
Sector in Tanzania (1972-2013)

The Structure of the Current Portfoilo 
By Sector in Tanzania

* All fi gures in UA * All fi gures in UA
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  P-TZ-IB0-001 2100150013043 SUPPORT TO MATERNAL MORTALITY REDUCTION 10/11/2006 12/31/2013 44,440,000 40,000,000 90%

  P-TZ-IE0-002 2100150022293 SMALL ENTREPRENEURS LOAN FACILITY II 05/10/2010 12/31/2015 22,000,000 20,000,000 91%

Transport P-TZ-DB0-016 2100150015095 SINGIDA-BABATI-MINJINGU ROAD  PROJECTEL 09/17/2007 09/11/2012 83,170,000 60,000,000 72%

  P-TZ-DB0-018 2100150021395 ROAD SECTOR SUPPORT PROJECT I 12/02/2009 05/31/2016 230,610,000 152,000,000 42%

    6550655000501 ROAD SECTOR SUPPORT PROJECT I 05/31/2010 05/31/2016 230,610,000 43,900,544  

  P-TZ-DB0-019 2100150026596 ROAD SECTOR SUPPORT PROJECT PHASE II 04/05/2012 04/08/2019 212,780,000 140,000,000 44%

    6550655000801 ROAD SECTOR SUPPORT PROJECT PHASE II 04/08/2012 04/08/2019 212,780,000 47,230,547  

  P-Z1-DB0-038 2100150013894 ARUSHA- NAMANGA-ATHI RIVER ROAD DEVELOPM 12/13/2006 05/31/2014 50,121,039 537,000 1%

  P-Z1-DB0-060 2100150021393 PHASE 2 CHEMIN FER DSM-ISAKA-KIGA/KEZA-M 11/17/2009 12/31/2012 5,250,000 1,660,000 32%

  P-Z1-DB0-074 2100150028893 MULTINATIONAL: EAST AFRICA:ARUSHA-VOI 04/16/2013 12/31/2018 244,000,000 79,900,000 33%

Water Sup/
Sanit

P-TZ-E00-004 2100150017993 ZANZIBAR WATER AND SANITATION PROJECT 11/11/2008 12/31/2014 33,300,000 25,000,000 42%

    5800155000251 ZANZIBAR WATER AND SANITATION PROJECT 11/11/2008 12/31/2014 33,300,000 2,810,296  

  P-TZ-E00-007 2100150028294 ZANZIBAR URBAN WATER SUPPLY & SANITATION 12/19/2012 12/31/2017 15,600,000 14,000,000 90%

  P-TZ-EA0-010 2100150022943 RURAL WATER SUPPLY AND SANITATION PHASE 09/15/2010 12/31/2015 200,000,000 59,000,000 16%

    5800155000551 RURAL WATER SUPPLY AND SANITATION PHASE 09/15/2010 12/31/2015 200,000,000 5,906,992  

Total           2,939,887,165 1,009,141,756  
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II.13 UGANDA

Uganda: Current ongoing Projects

Sector 
Name

Fin. project Loan Number Long name Approval Date Completion 
Date

Project cost Net loan % of 
Financing

Agriculture P-UG-AAZ-001 2100150019294 MARKETS AND AGRICULTURAL TRADE IMPROVEME 03/25/2009 12/31/2015 42,224,000 38,000,000 90%

P-UG-AB0-001 2100150013795 COMMUNITY AGRICULTURAL INFRASTRUCTURE I 01/31/2007 12/31/2014 34,200,000 30,000,000 88%

P-UG-AB0-002 2100150017394 AGRIC. INFRASTRUCTURE IMPROVEM CAIIP2 09/17/2008 12/31/2014 50,922,200 45,000,000 88%

P-UG-AB0-003 2100150024294 CAIIP 3 05/03/2011 12/31/2018 40,000,000 40,000,000 100%

Finance

 

 

P-UG-HA0-002

 

2000130008631 HOUSING FINANCE BANK OF UGANDA 11/23/2011 01/31/2022 23,000,000 3,246,753 28%

 
2000130008632 HOUSING FINANCE BANK OF UGANDA 11/23/2011 01/31/2022 23,000,000 9,675,896 

P-UG-HB0-001 5700155001552 EFC OUGANDA FAPA GRANT 06/05/2012 07/21/2016 935,464 607,444 65%

Power P-UG-FA0-002

 

2100150014594 BUJAGALI INTERCONNECTION PROJECT 06/28/2007 12/31/2013 50,462,403 19,210,000 40%

 
6550655000301 BUJAGALI INTERCONNECTION PROJECT 10/30/2007 12/31/2013 50,462,403 21,484,688 

P-UG-FA0-004 2100150019944 ELECTRICITY TRANSPORT 12/16/2008 12/31/2013 72,490,000 52,510,000 72%

P-UG-FAB-004 2000120001419 BUJAGALI HYDROPOWER PROJECT 05/02/2007 12/31/2012 110,000,000 71,428,571 65%

P-UG-FAB-005 2000130004330 BUSERUKA HYDROPOWER PROJECT 07/09/2008 12/31/2023 26,840,000 5,844,156 22%

P-UG-FAB-006 2000120003469 BUSERUKA II 07/04/2011 12/31/2023 4,000,000 2,597,403 65%

P-Z1-FA0-033 2100150022696 NELSAP INTERCONNECTION PROJECT - UGANDA 11/27/2008 12/01/2017 50,182,456 7,590,000 15%
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Social

 

 

 

 

P-UG-IAC-001 2100150018143 POST PRIMARY EDUC&TRAINING REHAB(EDU IV) 11/25/2008 12/31/2014 57,780,000 52,000,000 90%

P-UG-IAD-001 2100150028093 HIGHER EDUCATION SCIENCE AND TECHNOLOGY 11/21/2012 12/31/2016 74,780,000 67,000,000 90%

P-UG-IB0-006

 

2100150025094 SUPPORT TO MULAGO HOSPITAL 07/06/2011 12/31/2016 61,000,000 46,000,000 46%

2200160000889 SUPPORT TO MULAGO HOSPITAL 07/06/2011 12/31/2016 61,000,000 10,000,000  

P-UG-IE0-003 2100150021295 RURAL INC. & EMP. ENHANC. PROJ. (RIEEP) 11/17/2009 07/31/2015 12,010,000 10,210,000 85%

Transport

 

 

 

P-UG-DB0-018

 

2100150015793 ROAD SECTOR SUPPORT PROJECT  2 12/17/2007 12/31/2013 67,670,000 56,650,000 43%

 
2100155010666 ROAD SECTOR SUPPORT PROJECT  2 12/17/2007 12/31/2013 67,670,000 1,292,373 

P-UG-DB0-020 2100150020793 ROAD SECTOR SUPPORT PROJECT 3 09/25/2009 12/31/2015 110,270,000 80,000,000 73%

P-UG-DB0-021 2100150028796 ROAD SECTOR SUPPORT PROJECT 4 03/13/2013 12/31/2017 95,650,000 72,940,000 76%

Water Sup/
Sanit

 

 

 

P-UG-E00-008 2100150019895 KAMPALA SANITATION PROGRAM 12/16/2008 12/31/2014 35,000,000 35,000,000 100%

P-UG-E00-011

 

2100150025394 WATER SUPPLY AND SANITATION PROGRAMME 10/05/2011 12/31/2017 43,590,000 40,000,000 50%

 
5800155000701 WATER SUPPLY AND SANITATION PROGRAMME 10/05/2011 12/31/2017 43,590,000 3,579,995 

P-UG-EB0-002 5600155003102 KAWEMPE URBAN POOR SANITATION IMP. PJCT 01/04/2013 12/31/2016 1,352,460 895,070 66%

Total           1,310,081,386 822,762,350  
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Contacts:
Avenue du Ghana
Angle des Rues Pierre de Coubertin
et Hédi Nouira
BP 323
Tunis Belvédère 1002
Tunisie
Tel.: (216) 71 10 20 05
Fax: (216) 71 103 751
Email: m.toure@afdb.org
Website: www.afdb.org
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