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EXECUTIVE SUMMARY 

 

1. Country Context: Since attaining independence in 1993, Eritrea has had a centralized one-party 

political system. The Government has, nonetheless, been conducting competitive elections at the local 

levels, commonly referred to as Zobas and sub-Zobas. The country also continues to experience 

relatively internal political and social stability and peace. The average annual real GDP growth rate fell 

from 1.7% in 2014 to 0.3% in 2015, but recovered by 3.8% in 2016. In spite of Eritrea’s low economic 

growth, the country has managed to reduce its poverty levels from 64% in 2002 and to an estimated 

58% in 2015. However, the country still faces a number of development challenges that hinder inclusive 

growth. The major challenges are inadequate infrastructure, particularly, water and sanitation, energy, 

housing, and rural agricultural irrigation systems, marketing facilities, and high yielding inputs and 

technologies. Other challenges are lack of skills, farmers extension services, and inefficient land 

management systems (whose combined effects has been low agricultural productivity), weak public 

governance and institutional capacity, and a poorly developed industrial sector due to nascent and 

restricted private and financial sectors. The Eritrea’s Nationally Determined Contribution (NDC) to the 

Paris Agreement recognizes the challenge of adverse climate change. To redress this, the NDC 

highlights the agriculture and land management and energy, amongst other things, as priorities for both 

mitigating and adapting to climate change. 

 

2. Although the Government has recently increased its investment expenditure to develop the 

country’s agriculture sector, more capital formation is still required to unlock the country’s economic 

growth potential. Boosting agricultural investments is particularly critical for further reducing the 

country’s high poverty levels and promoting inclusive and sustainable economic growth. The National 

Indicative Development Plan 2014-18 and recently drafted agriculture strategic plan 2017-21 aim to 

redress the country’s low agricultural productivity to contribute towards realizing Eritrea’s economic 

transformation agenda. Integrating the majority of the population into gainful economic activity will 

require addressing the country’s most pressing challenges, in particular, low agriculture productivity 

and limited access to safe water and sanitation.  In addition, addressing Eritrea’s governance challenges 

will be critical to achieving the Government’s economic transformation objectives.   

 

3. The Interim Country Strategy Paper (I-CSP) 2017-19: The new Eritrea I-CSP is timely as it 

will enable the Bank to consolidate the progress it has made over the last three years in supporting 

Eritrea’s economic development programs. The overarching objective of the I-CSP is to support GoSE 

to promote inclusive and sustainable growth. The Bank will achieve this objective by putting in place 

enablers of agricultural transformation in Eritrea. The Bank’s interventions will aim to facilitate an 

increase in productivity of priority value-chains, promote post-harvest loss management and value-

addition, increase investment in enabling infrastructure, enhance skills development, job creation and 

entrepreneurship in agriculture and support the creation of an enabling agribusiness environment with 

appropriate policies and regulation. In addition, interventions will include the scaling-up of advisory 

services through economic and sector work and assistance in creating capacity and conditions necessary 

for finalising and implementing the NIDP as well as preparation of a fully-fledged CSP. In line with its 

planned strategic focus, the I-CSP is articulated around the single pillar of “Agriculture Transformation 

for Inclusive and Sustainable Growth.”  

 

4. The following lessons from the I-CSP 2014-16 have informed design of the new CSP: (i) the 

importance of ensuring complementarity of lending and non-lending activities; (ii) the need  to maintain 

coherence and synergies between the Bank’s assistance programs and Government’s service delivery 

model that emphasizes participation of beneficiary communities in project implementation, and; (iii) 

the imperative of incorporating into project design the Government’s strong commitment to self-

reliance. Other vital experiences include following: (i) a robust results-based framework ensures 
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credibility of the I-CSP monitoring and evaluation framework; (ii) high project Quality-at-Entry 

expedites implementation progress and delivery of development results, and; (iii) the need to be highly 

selectivity in Bank interventions by focusing on a fewer projects.  

 

5. While the new I-CSP supports and consolidates achievements of its predecessor, it is, however, 

more innovative as it also focuses on strengthening sector strategies, policies and legal frameworks, and 

providing technical assistance and analytical works. Moreover, given the country’s limited ADF 

resources, the Bank seeks to mobilise additional resources from the various financing windows. The 

new I-CSP will also integrate cross-cutting issues of inclusive growth, climate change and gender 

equality. In terms of strategic alignment, the I-CSP is consistent with the Bank Group’s Ten Year 

Strategy 2013-2022 twin objectives (inclusive and green growth), High 5s namely, ‘Feed Africa’, 

‘Industrialize Africa’, and ‘Improve the Quality of Life for the People of Africa’, Jobs for Youth in 

Africa (JFYA) 2016-25, and Agricultural Transformation in Africa (2016-25), the Bank’s second 

Climate Change Action Plan as well as other key strategies and policies. 

 

6. New I-CSP Financial Resources: The Eritrea I-CSP 2017-19 programs will be financed 

through Bank and external resources. Bank funds will include concessional (ADF 14) resources, 

Transitional Support Facility, Regional Windows and Project Preparation Facility. ADF 14 funds will 

finance operations under the various proposed interventions. Other non-concessional funding windows 

that will be potentially accessible through the Bank include the Global Environment Facility, Green 

Climate Fund, African Water Facility and African Trade Fund. In light of the expected limited I-CSP 

funding resources, the Bank will also actively consider co-financing options that will emerge.  
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1. INTRODUCTION  

 

1.1 Eritrea is transitioning from post-independence reconstruction to long-term inclusive and 

sustainable economic development. Despite the steady socio-economic progress the country has made 

over the past six years and the relative peace and stability attained since the end of the conflict in the 

region in 2009, it continues to confront considerable development challenges. Annual real GDP growth 

rate sharply declined to 1.7% in 2014 and 0.3% in 2015 from the annual average of 3.1% realised during 

the 2009-12 period. Real GDP growth is projected to remain between 3.4% and 3.7% over the next 

three years, mainly driven by recently discovered mining sector. Poverty has also remained high at 58% 

(as at 2016 estimates) with the majority of the population faced with significant challenges including 

drought and water and insufficient food supply. Consequently, Eritrea is ranked among the low human 

development countries at 182 out of 188 in 2014 according to the 2015 Human Development Index 

(HDI). The country’s poorly developed agricultural and industrial production, nascent and restricted 

private and financial sectors, significant infrastructure deficits and governance and institutional capacity 

weaknesses, underpin its low levels of GDP growth and development. Therefore, for the country to 

realize inclusive and sustainable economic growth and development it requires, among others, to 

address the key constraints in agriculture and improving policies, strategies and legal frameworks, 

particularly in the water and sanitation and energy sectors.    

 

1.2 The Interim Country Strategy Paper (I-CSP) 2017-19 provides the Bank with the opportunity to 

consolidate the achievements it made under the I-CSP 2014-16 and support the country’s inclusive and 

sustainable economic growth agenda. The I-CSP 2014-16 was articulated around the single pillar of 

“Enhancing skills development for inclusiveness and transition to green growth”. The Bank has, 

through implementing the pillar’s programs, significantly contributed to improving Eritrea’s education, 

agriculture and governance. However, more needs to be done to address the country’s binding 

agricultural, energy, water and sanitation, and energy infrastructure constraints. The I-CSP 2017-19 will 

focus on promoting agriculture development and through this supporting the Government’s strategies 

for transforming the economy towards inclusive and sustainable economic growth and development. 

Formulation of the new I-CSP has been informed by: (i) the Bank’s extensive consultations with the 

Government, development partners, associations, and private sector stakeholders; (ii) knowledge work 

conducted by the Bank and other development partners, and; (iii) key lessons learned from 

implementing the I-CSP 2014-16.  

 

1.3 The I-CSP 2017-19 document is organized as follows: Section 2 reviews and analyses the 

country’s context to identify its significant challenges and weaknesses and opportunities and strengths; 

Section 3 discusses strategic options, portfolio performance and lessons learnt from implementing I-

CSP 2014-16; Section 4 presents the new I-CSP 2017-19, and; Section 5 draws conclusions and 

recommendations. 
 

2.  COUNTRY CONTEXT AND PROSPECTS 
 

2.1 Political Context 
 

2.1.1. Eritrea remains under a one party political system, led by the People’s Front for Democracy and 

Justice (PFDJ). While there have been no national elections conducted, local elections have taken place 

at all the sub-zone levels (sub-zobas) with Governors being appointed by the President to head the 

country’s Zobas (Regions). The government is administratively and fiscally organized into six regions 

(Zobas), which are headed by Governors. A national constitution, based on political pluralism, was 

drafted in 1994 and ratified by a Constitutional Assembly in May 1997. However, the GoSE has yet to 

formally adopt the constitution. During the 2014 Independence Day celebrations, the Government 

announced that a new constitution would be drafted, but this has yet to be done.  
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2.1.2.  The thirty-year independence war (1961-1991) and subsequent border wars with Ethiopia 

(1998-2000) and Djibouti (2008-2010) continue to shape the political relationship of Eritrea with its 

neighbors in the Horn of Africa (HoA) region and the 

world. Moreover, Eritrea’s path to sustainable 

development continues to be constrained by the 

following main challenges: infrastructure, public and 

private institutional, human capital deficiencies, 

suppressed voice and accountability, weak rule of law 

(graph 1)1, the unresolved border demarcation with the 

above-mentioned neighbors, and the ongoing UN 

sanctionsi. The unresolved geo-political and security 

problems pose serious challenges to Eritrea’s 

development by undermining regional integration, peace, and stability in the HoA.   
 

2.1.3. However, the GoSE is gradually opening up to greater engagement and collaboration on 

economic development issues with its partners after a considerable period of isolation. This is evidenced 

by the fact that in 2017, Eritreaii was fully represented at the African Development Bank Group’s 

(AfDB) Annual meetings in Ahmedabad, India, the World Bank/IMF, the UN General Assembliesiii 

and other Strategic meetings, summits, and conferences.  
 

2.1.4 Eritrea has also been admitted as a new Member State by the International Organisation for 

Migration (IOM) council. The GoSE has further submitted its second Universal Periodic Review (UPR) 

report and accepted 92 of 200 UPR recommendations. In 2016, the GoSE approved technical assistance 

by UN to support the mainstreaming of human rights and implementation of UPR recommendations. 

This was in addition to agreeing to be part of the Initiative launched by the Kingdom of Saudi Arabia 

to form an alliance against terrorism (particularly ISIS). The Government has also granted a number of 

foreign journalists open access to the country. On 7th July 2017 at the Session of World Heritage in 

Poland, Asmara was inscribed on UNESCO World Heritage List. These developments are seen as 

positive indicators of the GoSE’s growing openness and willingness to build partnerships and engage 

with development partners (DPs) to strengthen mutually beneficial cooperation.  
 

2.2 Economic Context 

 

2.2.1. The lack of up to date comprehensive information and data on Eritrea’s recent and current 

economic structural changes and performance results, 

precludes conducting a robust assessment of the country’s 

economic context. Based on available limited information 

and data, Eritrea’s economy has continued to perform 

poorly as its real GDP growth rate has remained lower than 

expected and modest compared to most East Africa 

countries. The annual real GDP growth rate sharply 

declined to 1.7% in 2014 and 0.3% in 2015 from the annual 

average of 3.1% realised during the 2009-12 period (graph 

2)2. However, it recovered by 3.8% in 2016 and is projected to remain between 3.4% and 3.7% over the 

next three years. This low economic growth rate is attributed to dwindling economic activities and 

frequent droughts that have adversely affected productivity, particularly of the agricultural sector 

(Annex 21). The rise in GDP growth in 2014 and 2016 was largely driven by new gold mining 

investments at the Bisha mine. Macroeconomic performance has continued to be characterized by 

instability with high inflation rates hovering around 12%, an overvalued domestic currency (the Nakfa 

                                                 
1  Source: AfDB Statistics Department using data from the WEF, 2015.  
 

2  Source: AfDB Statistics Department, African Economic Outlook, March 2016 
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has over the last 10 years been fixed at 15.4 to a US Dollar) and chronic foreign-exchange shortages. 

Eritrea’s economic problems are largely attributed to infrastructure and structural deficiencies, delayed 

policy reforms, and the continued dominance of the public sector in the economy. The private sector, 

which accounted for an estimated meagre 6% of GDP in 2016, is dominated by small and medium scale 

enterprises that are poorly linked to big businesses and exhibit low productivity (Annex 20). 

Furthermore, the private sector’s role in the economy (outside the agricultural sector) remains very 

limited as it is mainly concentrated in the construction, manufacturing (mostly artisans), and services 

and trade sectors. In addition, the contribution of agriculture to GDP is relatively small (estimated at 

17.2% in 2016) while output from agro-industries and manufacturing has dwindled to only 6.0% of 

GDP. Available data indicates that gross output contribution from the manufacturing sector reduced by 

16% in 2015 while the total number of skilled people, specifically technical and production workers 

engaged by the manufacturing firms reduced by 7.2% between 2012 and 2015. 
  

2.2.2. Recent Growth Performance and Drivers: Economic performance between 2010 and 2016 

was generally characterized by low and declining GDP growth, declining fiscal and external account 

deficits, and persistent double digit inflation. The main drivers of economic growth have been increased 

investments in the mining sector (largely new discoveries of gold in commercial quantities), and 

selective investments in capital projects. However, economic growth has not been inclusive and 

sustainable. In order to address Eritrea’s economic growth and development challenges, the 

Government has initiated wide ranging economic reform programs. However, implementation remains 

weak and very slow. In this context, the timely and effective implementation of the Drought Resilience 

and Sustainable Livelihood Support Program (DRSLP), Skills Development for Employability and 

Entrepreneurship Project (SDEEP) and Public Financial Management and Statistics Project (PFMSP) 

could substantially accelerate and promote inclusive growth.  
 

2.2.3. The Eritrean economy is poorly diversified as it is heavily dependent on the mining sector, 

which is expected to remain the main engine of economic growth over the medium-term. The 

Government’s inward-looking strategies, mainly directed towards providing basic services to the 

population, have failed to redress the country’s low agricultural productivity and low value-addition in 

economic activities due to poor agricultural practices, inadequate and low quality capital (particularly 

infrastructure and inputs), and weak institutional and human capacities, among others. The Government 

is, however, committed to improving mining sector 

governance through the natural resource planning 

project and addressing constraints in the agricultural 

sector. Furthermore, the Government aims to scale-up 

water infrastructure and energy infrastructure 

investments to promote agricultural and industrial 

transformation. Other economic opportunities include 

livestock, fisheries, and hospitality and tourism sectors, 

which if successfully exploited will also enable the 

country to capitalize on its spatial location and regional integration. However, FDI, which was estimated 

at US$47 million in 2014, is at risk of declining on account of continuing regional instability, adverse 

governance reports, and UN sanctions on financial flows including the vital diaspora remittances. The 

economic consequences of the sanctions and low FDI are evidenced by mounting fuel and foreign 

exchange shortages. 
 

2.2.4. Fiscal and National Debt Developments: Assessment of Eritrea’s fiscal management and 

national debt performance is also constrained by lack of up to date accurate economic, public finance 

and debt statistics. However, estimates by the AfDB and IMF indicate that the overall fiscal deficit 

(after grants) continued its downward trend. The deficit declined from 18% of GDP in 2010 to 14.3% 

in 2012, 14% in 2014 and 12.6% in 2015 and was projected to further drop to 10.7% in 2016/17 (graph 
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3)3. The decrease in the fiscal deficit was mainly driven by a reduction in public expenditures, which 

fell from 19.5% of GDP in 2010 to 17.6% in 2013 and 17.3% in 2014. This improvement in public 

expenditure is attributed to the Government’s selective financing of capital projects, prudent public 

financial management practices, and improved natural resource governance. The bulk of the fiscal 

deficit has been funded through domestic borrowing (from the central bank) as well as issuance of 

treasury bills. However, although the gradual contraction of the fiscal deficit should ease demand on 

central banking financing over the medium to long-term, the potential risk of inflationary money supply 

growth, driven by the development finance needs in 2016-2017, still exists.  
 

2.2.5. The available fiscal data and estimates by the IMF put Eritrea’s public debt at 105.8% of GDP 

in 2015, 3.0% lower than it was in 2013. However, the external debt to official creditors has steadily 

declined from about 41% of GDP in 2010 to an estimated 21.9% in 2014, but still remains above the 

sub-Saharan Africa average of 10.5% (for the last five yearsiv). Debt service as a ratio to exports has 

also continued to decline. It fell from about 13.7% in 2011 to an estimated 11.3% of GDP in 2014, 

compared to 11% for Africa in 2011. Eritrea is classified as a pre-decision HIPC potential beneficiary, 

but has yet to commit to an IMF Staff Monitored Program to access debt relief under the HIPC and 

possibly Multilateral Debt Relief Initiatives. However, the Government has confirmed that there are on-

going discussions with IMF/World Bank for the two institutions to undertake a Debt Sustainability 

Analysis (DSA) on Eritrea. The DSA will pave the way for the restoration of annual surveillances of 

the country’s economic performance by IMF through the annual preparation of the Article IV Staff 

Reports.   
  

2.2.6. Monetary and Inflation Developments: Monetary policy has been geared towards maintaining 

price stability. Accordingly, broad money supply decreased from 17.5% of GDP in 2010 to an estimated 

14.3% in 2014. The drop was attributed to the Government’s pursuit of fiscal consolidation measures 

and reduction of non-concessional loans. Net claims on the 

central government are estimated to have reduced from 

17.4% of GDP in 2010 to 13.9% in 2014. Lower 

international food prices in 2015 and weaker oil prices in 

both 2015 and 2016 contributed to containing inflation at 

an annual average of 12% over the 2015-16 period (graph 

4)4. Significant supply-side structural rigidities (including 

droughts and currency shortages) coupled with stringent 

and repressive financial policies have continued to hamper 

implementation of an effective monetary policy and prevent the efficient functioning of the financial 

sector. In this context, both monetary policy and the financial sector have not supported private-based 

inclusive and sustainable economic growth and development.   
 

2.2.7. External Sector Developments: Eritrea’s current account imbalance has recently indicated 

some improvement. Over the last four years, both exports and imports have registered a continued 

upward trend. Merchandise exports increased from US$ 467 million in 2012 to US$ 745 million in 

2016. The growth in exports has been mainly driven by increases in the production and exports of 

mineral ores and metals from the Bisha mine and gold from the Zara facility, food and agriculture 

commodities (cereals, vegetables and livestock), and manufactured goods, although the latter has been 

on a limited scale due to the nascent state of the sector. Merchandise imports increased by an estimated 

US$ 954 million in 2012 to US$ 1,108 million in 2014, largely on account of increased imports of 

machinery and equipment for public investments in the mining and transport sectors.  
 

                                                 
3  Source: AfDB Statistics Department, African Economic Outlook, March 2016.  

 
4  Source: AfDB Statistics Department, African Economic Outlook, March 2016.  
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2.2.8. Overall, the current-account deficit is estimated to have decreased from an estimated 2.3% of 

GDP in 2012 to 0.2% of GDP in 2014 and 0.1% of GDP in 2016. The current account deficit has been 

and will continue to be financed by a mixture of foreign direct investment in the mining sector and, to 

a lesser extent, external borrowing. Eritrea’s future export performance will crucially depend on 

improving the business environment for private sector development and export diversification, with a 

focus on the fisheries, textile and garment, and leather sectors, which have high export potential.  
 

2.2.9. In terms of the capital account, net FDI inflows are estimated to have increased from US$39 

million in 2011 to US$44 million in 2013 and are projected to further increase to US$47 million in 

2016v. Gross foreign reserves continued to improve as they increased from 1.8 months of imports of 

goods and services in 2010 to 2.3 months in 2014. 
 

2.2.10. Exchange Rate and Monetary Policies: The current fixed exchange rate system has resulted 

in a dual exchange rate regime comprising of an overvalued official market and a depreciated parallel 

market rate. The Nakfa official rate has since 2016 been continuously pegged at 15.075 per US dollar. 

The domestic currency has, subsequently, become increasingly overvalued due to the double-digit 

inflation and persistent current account deficits. The duel exchange rate system has undermined 

transparency and the country’s competitiveness, thereby hampering exports and economic growth. In 

addition, the Government has instituted tight monetary measures, which have resulted in a sharp 

reduction of 50% in money supply. Following the issuance of new currency notes in 2016, the 

Nakfa/US$ exchange rate has currently fluctuated between 20 to 24 Nakfa on the parallel foreign 

exchange market. In addition, foreign exchange shortages have remained a challenge for the 

Government as the proclamation law passed in February 2011 that allows the opening of foreign 

currency deposit accounts has not fully achieved its intended goalsvi.   
 

2.2.11. Financial Sector Development: The Eritrean financial sector remains nascent and under-

developed thereby contributing very little to the country’s private sector development and economic 

growth. There are currently, four banks, with branchesvii located throughout the country. The non-bank 

sector is dominated by the state-owned Eritrea Development and Investment Bank (EDIB) that has 

limited capacity to meet the demand for term-finance and related services from both public and private 

sectors due to low capitalization and institutional and human capacities. Consequently, financial 

intermediation remains generally weak as private sector credit is estimated to have grown by 15.8% in 

2014 while the loan to deposit ratio decreased from 25.3% in 2009 to 23.3% in 2013. Eritrea’s financial 

sector also remains poorly integrated with financial markets in the Common Market for Eastern and 

Southern Africa (COMESA) region. Based on the Africa Regional Integration Index (2016)viii, Eritrea 

is ranked 15th out of 19 countries on the financial and macroeconomic integration with a score of 0.262, 

which is below the average Regional Economic Communities of 0.381. Consequently, Eritrea has not 

been able to compete for private capital flows that would in turn reduce transaction costs of doing 

business and improve financial institutions’ efficiency and effectiveness, all of which a vital for 

supporting sustainable economic growth and development.  
 

2.2.12. Information and Communication Technology: Eritrea also suffers from a significant 

information and communication technology deficit. The telephone network is still underdeveloped 

although improving. According to a recent report, the number of mobile users has dramatically 

increased as 14.2% of the population now have access to mobile telephones while access to internet 

services has grown by 600% to reach 300 mb/s compared to 1kb/s in 2001.   
 

2.2.13. Governance and Public Financial Management (PFM): Key findings of the 2016 CPIA 

assessment indicate that Eritrea has experienced a slight improvement in overall governance standards 

with a score of 2.13 (Annex 16 &17). Most improvements have been registered in human development 

and sustainable economic opportunities, but to a lesser extent in participation and human rights. 

Nonetheless, the safety and rule of law remain a major concern, having deteriorated on average. In the 

2016 Bank’s CPIA assessment, Eritrea ranked 51st out of the 54 African countries, only ahead of South 
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Sudan, Libya, and Somalia. In addition, Transparency International ranks Eritrea 166 out of 175 

countries with a low score of 19/100 in access to information and opportunities available for the public 

to participate in national budget decision making processes. The Bank’s 2016 Country Fiduciary Risk 

Assessment (CFRA) reports that Eritrea has a substantial overall residual fiduciary risk with weak PFM 

systems and high risk in public procurement (Annex 18). The CFRA identifies several PFM reform 

priorities, including improvements in human capacities, internal controls, the overall audit 

infrastructure, and budget and treasury management. Bank operations will include components for 

supporting governance improvements.  
 

2.2.14. Eritrea’s current PFM system is characterized by the following major challenges: tight budgetary 

and treasury management controls; non-commencement of targeted reforms; limited to scarce published 

information; centralized and consolidated oversight structures and procedures, and; weak institutional 

and human capacities, particularly at the sub-national levels (that is, the zobas and sub-zobas). Due to 

these challenges, the present PFM system prevents the Bank from primarily or exclusively relying on 

country PFM procedures and systems to execute its development assistance programs. The 2016 CFRA 

concluded that the country’s PFM system is at a nascent stage that present a substantive overall residual 

fiduciary risk (Annex 18). Therefore, the Government, with support from development partners, needs 

to undertake bold PFM reforms during the I-CSP period and over the long-term. In this regard, broader 

public sector reforms, including civil service reforms, will be needed to provide a strong foundation for 

sustainable PFM reforms by building human resource capacity and strengthening institutions. These 

would ensure the availability of adequate and independent oversight while improving the fiduciary 

environment that would go a long way to mitigate the current fiduciary risks. 
 

2.2.15. Regional Integration: The Government considers regional integration to be an important 

strategy for promoting its economic development agenda. Consequently, it belongs to various regional 

trading blocs, which include the COMESA, the Community of Sahel-Saharan States (CEN-SAD), and 

the Inter-Governmental Authority on Development (IGAD). However, relations between the Eritrean 

and Ethiopian governments have remained strained, a state that has and continues to hamper a more 

rapid and faster integration of the country into regional and international trade institutions and 

communities. Consequently, Eritrea currently has little interregional trade with COMESA member 

countries. This prevents the countryix from benefiting from the opportunities of its strategic location on 

the Red Sea as a hub of transit trade through its ports of Massawa and Assab. According to the 2016 

CPIA, the infrastructure and regional integration of Eritrea is only 2.1 against an average score of 3.2 

for Africa as a whole. The Government’s goal of making Massawa and Assab active and vibrant ports 

will enable the country to reduce transaction costs and boost its regional integration and trade.  
 

2.2.16. Private Sector, Business Environment and Competitiveness: Eritrea’s private sector is very 

small and underdeveloped as it continues to be constrained by the state’s dominant and growing role in 

the economy and binding financial, human, and infrastructure, capital constraints, and business 

restrictions. The manufacturing sector has remained depressed with firms operating at below 50% 

capacity levels due to lack of investment finance and access to markets (Annex 12). At the 

macroeconomic level, businesses are further constrained by long standing foreign trade, exchange rate, 

and financial controls. In the 2017World Bank Ease of Doing Business, Eritrea has been ranked 189 

down from 185th position attained in 2012. Among the Sub-Saharan economies, Eritrea has been ranked 

48th. The country’s down ranking has highlighted access to credit, trade across borders, and construction 

permits as the main business climate challenges (Annex 19).  
 

2.2.17. In light of Eritrea’s poor Ease of Doing Business ranking, GoSE is seeking to improve the 

country’s business enabling environment, including the development and better regulation of financial 

systems to support robust private sector development. In this connection, GoSE has recently selectively 

sought foreign investment in the country’s mining and energy sectors.  
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The current Mining Law gives the Government the right to acquire a 40%x share in investments through 

the Eritrea’s National Mining Corporation (ENAMCO).  
 

2.2.18.  Infrastructure Sector: The shortage and poor quality of available infrastructurexi and weak 

governance continue to impose binding constraints on the sustainable growth and development of 

Eritrea’s economy. The infrastructure assessment by international agencies, including Mo Ibrahim, all 

highlight the country’s weak infrastructure resulting in Eritrea ranking of 51st out 54 countries with a 

low score of 10.7 against Africa’s average of 36.5. This assessment is confirmed by the Bank’s CPIA 

2016 where the infrastructure development index is assessed at only 2.2 against the average score of 

3.3 for Africa as a whole. The 2015 Bank financed Green Growth Analysis in Eritrea and Norwegian 

Council Report on the Horn of Africa (2013) confirms NIDP’s emphasis on the need to develop the 

country’s infrastructurexii. This is crucial for reducing the country’s cost of doing business and 

catalyzing the contribution to GDP growth of the underperforming agriculture, industry, tourism, and 

fisheries, mining, and services sectorsxiii.  
 

2.2.19. Transport Sector: Road infrastructure remains in a poor state and the sector’s governance is 

generally weak. Currently, the network is estimated at about 15,000km of road network in a country 

with a 124,000 sq. km area, giving a road density of 121 km per 1000 sq. km. Out of the 15,000km 

network, 1,500 km are all-weather asphalt surfaced road, 3,500 km are engineered gravel roads, and 

11,000 km are earth roads. The poor state of the roads is one of the major bottlenecks on the 

Government’s efforts to promote sustainable economic growth and development.xiv Due to poor 

maintenance, a huge backlog of periodic maintenance and repair works has accumulated. Furthermore, 

the inadequate road infrastructure has led to extra costs and delays for exporters and importers, thereby 

stifling the country’s competitiveness as a trading hub. The World Bank Ease of Doing Business 2017 

reportxv ranks Eritrea 189 out of 190 economies with significant delays in trading across borders.  
 

2.2.20. Agriculture Sector: According to the Bank’s estimates, the share of agriculture sector contribution 

to GDP has remained at 17%, largely due to weak rural infrastructure, low use of yield enhancing inputs 

and technologies, insufficient irrigation systems, inadequate post-harvest storage facilities, lack of skills, 

and extension services for support to farmers and inefficient land management systems. These problems 

have combined to drive low agricultural productivity and continue to constraint the country’s agricultural 

growth potential. Eritrea also lies in a semi-arid zone with low and unreliable rainfall. Years of poor rainfall 

have led to severe droughts that have affected 60-70% of the country. These adverse climatic conditions 

render Eritrea very prone to droughts which in turn lead to low agricultural production and chronic food 

shortages. In good years, Eritrea produces only 80% of its total food needs and no more than 50% in poor 

years. On average, once every ten years the country is threatened with food insufficiency caused by severe 

droughts. The National Water Supply Action Plan 2013-2017 reflects a 91% urban served population and 

low rural served population of about 68%. Given that agriculture dominates the rural economy, increased 

productivity in the sector will remain a key driver and critical component of inclusive and sustainable 

economic growth and development. In the transition towards a more productive agriculture sector, access to 

reliable, affordable energy is also key. This is because, agricultural commercialization will depend on energy 

for irrigation, production/aggregation, storage (both cold and dry), and processing. Thus, investments in 

large power generation, transmission and distribution infrastructure projects will facilitate reliable supply of 

energy that will promote agro-industries, particularly in dairy production and processing and horticulture 

for the export markets. Consequently, the Bank is supporting the GoSE to improve agriculture related 

infrastructure and livelihoods of the people through the provision of agriculture integrated minimum 

packagexvi. Similarly, Bank support through its Skills Development for Employability and Entrepreneurship 

Project (SDEEP) will enable youth and women to engage in agribusiness, agro-industry, and related value 

chains.    
 

2.2.21. Energy Sector: Generally, there is a huge and unmet energyxvii demand as the country’s grid 

system is limited and some towns get power from isolated low capacity generators. Eritrea has about 

88 MW of electricity generation capacity, mainly from diesel and/or heavy oil fired plants. Access to 
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electricity is limited to 38% of the population, but ranges from 8% in rural Eritrea to 98% in Asmara, 

compared to the sub-Saharan Africa 13% rate of rural electrification. It is, therefore, not surprising that 

the main source of energy for more than 80% of the population is biomass in particular, woody 

biomasses and sun dried cow dung. Women and girls bear the responsibilities of fetching fire wood and 

dung to prepare food for their families and warm their homes during cold season in the rural areas. 

Reasons abound for the shortfall in energy supply that include power loses estimated at 23% and halts 

for maintenancexviii. In addition, the energy regulatory framework is weak. In light of these challenges, 

support to the energy sector is also critical for achieving the NIDP objectives.   
 

2.2.22. Water and Sanitation Sector: Drought is a frequent phenomenon in the HoA in general and in 

Eritrea in particular. In recent years, it has occurred in 2003, 2008, and 2011 resulting in considerable 

adverse effects on food security and nutrition in Eritrea. With 65% of Eritrea’s population living in rural 

areas, rural water supply remains a key priority for both social and economic development of the 

country. Insufficient water resources and geographical features, such as mountains and rocks, have 

undermined the country’s food security initiatives. According to the Action Plan for Integrated Water 

Resources Management (2008), the Eritrean Water Resources Policy (2007) has among others 

identified the problem of inadequate knowledge on both the surface and groundwater resource. Eritrea 

has less than 10% of the arable land currently under irrigation. For instance, the EPHS for 2010 indicates 

that access to improved water source stood at 58% while 70% of households are without modern 

sanitation facilities. While access to improved water source has increased significantly from 23% in 1995 

to 55% in 2002 and slightly again to 58% in 2010, this progress is not sustainable due to inadequate 

water resources and worn out distribution infrastructure that disrupts the regular supply of water in the 

country. Proper sanitation facilities are needed for improved hygiene practices and health conditions 

and ultimately poverty reduction. The Government’s Action Plan for Integrated Water Resource 

Management (2009) provides the implementation framework for addressing water supply and sanitation 

challenges.  
 

2.2.23. Mining Sector: Eritrea is an attractive venue for direct foreign investment in the mineral sector, 

which has been the main driver of economic growth over the past six years (Annex 23). The legal 

framework governing the conduct of all mining and related operations is embodied in the Mining Law 

comprising of mineral proclamation No. 68/1995 and regulations on mining operations legal notice 

No.19/1995. The current Mining Laws give the government the right to acquire a 10% non-contributing 

stake in all mining operations and also the option to buy a further 30%. To maximize dividends from 

its mining stake, the GoSE is considering amending the Mining Laws to allow the terms of the mining 

agreement to vary on a case-by-case basis. However, Eritrea has not yet joined the Extractive Industries 

Transparency Initiative (EITI) as the GoSE is of the view that the mining activities are still at the infancy 

stage. 
 

2.3 Social and Cross-Cutting Issues 

 

2.3.1. Poverty and Social Inclusion: Eritrea's social development indicators have improved, but 

poverty and food insufficiency are still major challenges. The country’s GDP per capita is low, 

estimated by the UNDP at USD 536 in 2011. Its HDI for 2014 was 0.381, which positioned the country 

at 182 out of 187 countries and territories and below the average of 0.493 in the low human development 

group countries, and 0.502 for Sub-Saharan Africa. The UNDP (2015)xix analysis indicates that, 

although the country’s poverty level has decreased over time, it remains high. The proportion of poor 

people was 70% in 1995, but declined to 64% in 2002 and 58% in 2015. The most vulnerable groups 

among the poor are women and children with continuing high levels of female illiteracy (64%). About 

35% of the country’s population, estimated at 3.6 million in 2015, lives in urban or metropolitan areas. 

Nearly 80% of the population is engaged in subsistence agriculture, which contributed less than 17.2% 

to the GDP in 2015. This is attributed to low and declining total factor productivity due to low 

application of modern and innovative farming practices and adverse climatic conditions. 
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2.3.2. The Millennium Development Goals (MDGs) and Sustainable Development Goals (SDGs): 
Eritrea has met most of its MDG goals on child health, maternal mortality, HIV/AIDS, malaria and 

other major diseases by 2015. This progress is largely attributed to the GoSE community involvement 

approach in health sector development programmes. Annexes 5 and 6 depict progress towards the 

attainment of the MDG goals. However, development challenges still remain as progress towards 

achieving the Government’s poverty reduction goals and access to safe water and sanitation has been 

slow (para 2.2.22). The proportion of poor people still remains relatively high at 58% as already noted. 

The GoSE is currently engaging various stakeholders to inform approaches to be adopted to mainstream 

the SDGs in its NIDP and sector strategies, policies, and programs. The Bank, as in all its development 

interventions, will support the GoSE in achieving its SDGs (Annex 8). 
 

2.3.3. Gender Equality and Empowerment: While gender equality and empowerment has received the 

Government’s proactive support since independence, challenges still persist. Parity between boys and girls 

in primary education has been achieved and gender disparities in secondary education enrolment have been 

reduced. However, girls are less likely than boys to progress to higher education, particularly in the science 

and technology programs. The Gender Parity Index (GPI) was 0.89, 0.77, and 0.71 for elementary, middle 

and secondary levels, respectively. Inequalities also exist in accessing economic opportunities. Eritrea is 

ranked 27 out of 52 countries in the newly launched AfDB’s Gender Equality Index (GEWE, 2015), which 

reflects women’s low performance in dimensions of economic opportunity, law and institutions. In March 

2016 the Bank Group finalised an Eritrea Gender Profile study that was approved by the NUEW. The study 

findings indicated that the Government was gender-conscious and that there was no discrimination based 

on sex in recruitment or advancement in the public sector, although gaps still exist. For instance, while the 

share of women in off-farm wage employment is 33% (EPHS, 2010), it remains short of the principal of 

equal opportunity while the majority of the women are in agriculture, which still faces transformation 

challenges. There are also few women in public service and overall in decision making positions as well as 

limited gender expertise trained in the country. The scarcity of fuel has adversely affected the situation of 

women as well. The increasing scarcity of fuelwood has forced women and children, the main collectors of 

fuelwood, to travel about 10km and spend about 3 hours in search of the fuel world resulting in their 

exposure to various risks and high opportunity costs. The NUEWxx has taken note of these challenges and 

will be addressed through the on-going women initiatives, including microfinance support program.  
 

2.3.4 Environment and Green Growth:  Eritrea’s environmental and natural resources have been 

overexploited and degraded. These environmental problems were escalated during the 30-years 

independence war. Given the country’s insufficient energy infrastructure, biomass remains the main 

source of energy, especially among rural households, from which they derive 95% of their heating and 

cooking requirements. Biomass is unsustainable as it is increasingly becoming scarce due to 

deforestation and environmental degradation. It also poses high health risks, particularly to women and 

children in both rural and urban areas. Thus, completion of the Hirghigo electricity project, which has 

hitherto more than doubled the power generating capacity from 52 to 136 megawatts, will assist in 

addressing this problemxxi. However, the country, with the support of development partners, needs to 

scale up investment in sustainable energy infrastructure to reverse the country’s deforestation and 

environmental degradation.   
 

2.3.5. Climate Change: Eritrea signed the Paris Agreement and submitted its Intended Nationally 

Determined Contribution (INDC) on 22nd April 2016, but has yet to ratify the agreement (to date, 166 

out 197 countries have ratified the Agreement). The INDC outlines Eritrea’s vulnerability to climate 

change arising from increasing temperatures and increasingly variable rainfall and sets an unconditional 

target to reduce 2030 business as usual emissions by 39.2% and a conditional target of 80.6% if 

additional finance is made available. The INDC highlights mitigation actions in the energy, agriculture, 

industry, forest, and waste sectors and adaptation actions in the agriculture, forest, water, land 

management, public health and marine resource sectors. Addressing the INDC priorities is critical to 

meeting the country’s SDGs and gender equality, environment and green growth goals. 
 

http://www.er.undp.org/mdgs/docs/mdgr_pub_eritrea.pdf
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2.3.6.  Statistical Development:  Eritrea does not have a National Strategy for Development of 

Statistics (NSDS), which is vital for supporting statistical operations in both the public and private 

sectors. In the absence of the NSDS, the official statistics and data available are scanty and unreliable 

for effective evidence-based policy planning and decision making. However, Demographic and Health 

Surveys have been conducted to generate credible health indicators for monitoring the country’s SDGs.   
 

3  STRATEGIC OPTIONS, PORTFOLIO PERFORMNANCE AND LESSONS 
 

3.1. Country Strategic Framework  
 

3.1.1. The GoSE’s current development agenda is elaborated in the macro policy and five-year NIDP 

2014-2018. The NIDP’s overarching objectives are to develop a robust modern irrigation-based 

commercial agriculture, export-oriented manufacturing sector, and a multifaceted and highly efficient 

tertiary services sector.  
 

3.1.2. Furthermore, the NIDP is committed to attaining, in the short to medium terms, the country’s 

SDGs through the following strategic pillars: (i) food security and development of cash crops; (ii) 

physical and social infrastructure, and; (iii) human capital development. The SDGs frameworks and 

principles have been articulated in Eritrea’s reconstruction, rehabilitation and sustainable development 

policies and programs xxii.   

3.2. Challenges, Constraints, Strengths and Opportunities 
 

3.2.1. Challenges and Weaknesses 

 

3.2.1.1. Macroeconomic stability, economic and financial governance: The Economic performance 

of Eritrea presents a mixed picture characterised by weak fiscal policy frameworks and challenges in 

the overall public sector governance largely due to weak institutional and human capacities. 
 

3.2.1.2. Infrastructure bottlenecks and lack of statistics: Agriculture and water and sanitation 

infrastructure deficiencies continue to undermine the country’s inclusiveness by slowing the 

transformation of the Eritrean economy, which is heavily dependent on the mining sector. In addition, 

the country lacks reliable and comprehensive national statistics to guide in the design of strategic plans, 

decision making, and monitoring and evaluation of program implementation and results.  
  

3.2.1.3. Institutional and human resources capacity constraints: The country continues to 

experience binding institutional and human capacity gaps across all sectors in both public and private 

institutions.  
 

3.2.1.4. Nascent private sector: The country’s infrastructure challenges, a dominant public sector, 

restrictive economic and financial policies, skills gaps and miss-match, continue to undermine the 

existing potential in agri-business and agro-processing, manufacturing enterprise growth and 

employment creation and, therefore, curtailing the private sector development. 
 

3.2.1.5. Instability and insecurity in the Horn of Africa Region: These problems continue to generate 

spill-overs such as refugee influx with corresponding humanitarian challenges for the country. 
 

3.2.1.6. Relative Isolation of the Country and effects of International Sanctions: The country 

continues to be relatively isolated, and international sanctions, particularly, financial inflow restrictions, 

continue to adversely affect the government’s capacity to provide basic services and access to diaspora 

remittances by the majority of Eritrea’s poor people. 
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3.2.2. Strengths and Opportunities 
 

3.2.2.1. Large and growing youth population: The country’s large and growing youthful population, 

if properly harnessed, can yield huge economic dividends for the country. However, the high migration 

of youth to various areas in the world in search of a better life remains a major challenge for the country.  
 

3.2.2.2. Tourism and commercial deposits of several minerals: These sub-sectors are potential 

sources of the country’s much needed foreign exchange and opportunities for sustainable and quality 

job creation. Several commercially viable minerals at the Bisha Mine have already attracted several 

external mining investment companies. 
 

3.2.2.3. Sea ports and regional logistics hub: Eritrea’s investments in developing the sea ports have 

the potential to spur high business and investments and contribute to transforming the country into a 

regional trading and business hub. Thus, Eritrea’s active participation in regional integration (RI) 

activities under IGAD and COMESA has the potential to increase the country’s intra-regional trade and 

also support the development of its transformative regional infrastructure.  
 

3.2.2.4. Climate finance: Eritrea’s INDC sets ambitious targets with clear requirements for additional 

finance. Climate finance, including funds from the Green Climate Fund, may potentially be accessed if 

the Bank’s projects can be shown to address the adaptation and/ or mitigation goals of the INDC. 
 

3.3. Donor Coordination and Policy Dialogue 
 

3.3.1. Donor coordination is currently conducted on a bilateral basis. As a result of Eritrea’s strained 

relations with some regional institutions and international community, the GoSE has adopted a strategy 

of keeping both bilateral and multilateral organizations at arm’s length and dealing with a few operating 

in the country on a bilateral basis. There are presently a few development partners (DP) operating in 

Eritrea and providing sizeable support to the country. These include the UN agencies and EU. Others 

are the Government of Japan (JICA), China, European Union and FAO which provide technical 

assistance. 
 

3.3.2. In addition, the current arrangement for coordinating development partners’ activities is 

informal with many challenges. The development partners in Eritrea are still not able to formalize their 

meetings in order to align their procedures, programs and funding to the Paris Declaration principlesxxiii. 

The few DPs active in the country use the informal “Development Partners’ Forum” initiated by the 

UNDP to exchange information and ensure better coordination and operational complementarity. 

Although the initiative facilitates information sharing, it is not well-suited and effective in solving 

problems jointly because of lack of a common formal donor’s coordination platform (Annex 13). The 

Bank will need to take into account this reality in its donor coordination activities.  
 

3.4.  Key findings of the 2015/16 Country Portfolio Performance Review (CPPR) 
  

3.4.1. Portfolio Size and Composition: The 

Bank Group has to-date 17 projects (Annex 4) for 

a cumulative commitment of UA139.12 million. 

The Bank’s on-going portfolio comprises 7 

projects of which 6 are national projects and one 

is a multinational project, amounting to a total net 

commitment of UA 47.48 million (Annex 3). In 

terms of sectoral distribution of the resources, the 

social sector accounts for 53.7%, agricultural 

35.4%, multi-sectors 9.5%, water and sanitation 

1%, and the mining sector 0.4% of the allocation. The portfolio age ranges from 0.4 years to 5.6 years 

with an average age of 2.0 years and a cumulative disbursement rate of 25%. 

   

Sectoral Distribution (%) 

Agriculture
35,4%

Water 
Sup/Sanit

1,0%

Multi-
Sector…

Social
53,7% Mining 

0,4%
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3.4.2. Portfolio performance. The overall performance of the Bank’s portfolio (Annex 3) is rated 

satisfactory with an assessment score of 3(on a scale of 1 to 4) and improvements have been registered 

across the portfolio’s key performance indicators (KPIs). The time taken from approval to first 

disbursement is consistent with the Bank- wide KPI of 6 months. The Eastern Africa Regional Hub has 

enhanced portfolio management. To improve further the portfolio performance, measures aimed at 

ensuring effective project management and implementation were agreed on with the Government in the 

Country Portfolio Improvement Plan (CPIP) 2015/16 (Annex 5).   
 

3.4.3. Portfolio Issues and Improvement Plan. The 2015/16 CPIP was jointly prepared with GoSE 

in June 2016 and identifies the main challenges and measures to improve project Quality-at-Entry 

(Annex 5). The following are the main challenges identified: (i) Inadequate project preparation and poor 

Quality-at-Entry; (ii) Weak human resource capacity and delays in project implementation; (iii) Weak 

monitoring, evaluation, and reporting frameworks; (iv) Delays in the provision of counterpart funding; 

(v) Poor procurement planning and execution; and (vi) Delays in submitting audit reports. The proposed 

remedial actions (see Annex 5) include the following: (i) The Bank to engage the Government on project 

designs early enough before project approval, particularly, for infrastructure projects; (ii) The Bank and 

Government to adopt a readiness filter, and; (iii) The Government to honour its commitments to provide 

counterpart funding on time. 

3.5.  Key findings of the I-CSP 2014-16 Completion Report (CR) 
 

3.5.1. The Eritrea I-CSP 2014-16 directly responded to the country’s main development priorities as 

articulated in the NIDP, notably addressing the skills development challenges and strengthening 

resilience of the agricultural sector to natural shocks. For instance, the human resource development 

accounted for 61% of the value of operations approved during the I-CSP 2014-16 period. Support was 

also provided to strengthen the agricultural sector to promote employment for the youth and women 

through the DRSLP (IV) approved in January 2017. 
 

3.5.2. The Eritrea I-CSP 2014-16 assistance program was successfully implemented. The projects 

disbursed amounted to UA 32.29 million, well in excess of the available ADF funds of UA25.65 

million. The extra investments were made possible through the Bank’s leveraging of other funds from 

the regional window. In total, funded on-going projects amounted to UA 49 million, the bulk of which 

were allocated to the social sector. Furthermore, all the planned I-CSP 2014-16 outcomes and outputs 

have been achieved (section 3.6.1 and Annex 3). Several results were already achieved, which included 

the supply of the minimum household integrated package to the rural communities including the youth 

and women. 

3.5.3. The CR concluded that Bank investment programs under the I-CSP 2014-16 effectively 

contributed to addressing the country’s development challenges. Further, complementary non-lending 

activities, including demand-led knowledge work and advisory services financed via the Korea trust 

funds, African Legal Support Facility (ALSF) and technical assistance (TA) also effectively enhanced 

the developmental impact of Bank’s investments in Eritrea. The Bank aims to consolidate and build on 

these achievements during implementation of the I-CSP 2017-19. 

3.6. Lessons learned from the I-CSP 2014-16 Completion Report and CPPR 2015/16 
 

3.6.1. Implementation of the I-CSP 2014-16 was generally satisfactory as 7 operations were all 

approved. Progress in achieving targeted outcomes has also been satisfactory due to the Government’s 

commitment to effectively implement activities approved in the procurement plans.   
 

3.6.2. The following are the main lessons learnt from implementing the I-CSP 2014-16 programs and 

the four project completion reports processed between 2008 and 2016xxiv: (i) the importance of ensuring 

complementarity of lending and non-lending activities; (ii) the need to maintain coherence and 

synergies between the Bank’s assistance programs and the Government’s service delivery model that 

emphasizes participation of beneficiary communities in project implementation, and; (iii) the imperative 
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of incorporating into project design the Government’s strong commitment to self-reliance. Other 

experiences include the following: (i) a robust results-based framework ensures credibility of the I-CSP 

monitoring and evaluation framework; (ii) high project Quality-at-Entry expedites implementation 

progress and delivery of development results, and; (iii) the importance of high selectivity with respect 

to focusing on a fewer projects to be supported.  
 

4.  BANK GROUP STRATEGY FOR THE COUNTRY 2017-19 
 

4.1. Rationale and Strategic Selectivity 
 

4.1.1. Stakeholder Dialogue: Outcomes of the consultative dialogue the Bank conducted with the 

GoSE, DPs and other stakeholders (see Annex 15), including the National Union of Eritrean Women 

(NUEW) organizations representing women and youth provided the main rationale for the design of the 

new I-CSP. The GoSE indicated the need for the Bank to focus its development assistance on the 

country’s agricultural sector given its comparative advantage and limited ADF14 country allocation. 

The focus on the agriculture sector was further highlighted in consultations with DPs, who expressed 

the need for Eritrea to reduce its heavy dependence on the mining sector as the main driver of the 

country’s economic growth and transformation. Moreover, the country is faced with the major issue of 

lack of inclusive growth which has contributed to high unemployment and poverty levels exacerbated 

by environmental challenges. According to the EPHS Report (2010), about 80% of the Eritrean 

population derives its livelihood from agriculture, which is highly dependent on underground water. In 

addition, the recurrent droughts have adversely affected the availability of food and water supply that 

have in turn increased women’s social and economic vulnerabilities including exposure to risks such as 

violence. In this context, the DPs pointed out the need for Eritrea to focus on alternative sectors with 

high potentials and, particularly, transforming the agricultural sector as the pathway to promoting the 

country’s inclusive and sustainable economic growth. The dialogue with DPs confirmed the need to 

address agricultural value-chains challenges so as to transform the sector into a competitive industry 

for promoting inclusive growth (particularly for women and youths), improving livelihoods and 

securing the environment.  
 

4.1.2. While expanding rural infrastructure, such as small-scale irrigation schemes, are relevant, there 

will be need to scale-up dissemination of productivity increasing technology, inputs, catalyzing private 

capital for agricultural investment and strengthening smallholders’ practices in various domains under 

the Agriculture programs, particularly, for the youth and women. The emphasis placed on transforming 

the agricultural sector was considered critical for empowering youths and women and contributing to 

the country’s achievement of its SDGs 1, 5, 6, 7 and 8, on reducing poverty, gender inequality, access 

to water and sanitation, creation of good jobs, and economic growth as well. This was also in recognition 

of Eritrea’s development challenges, notably, its inadequate rural agricultural infrastructure (such as 

water supply and irrigation facilities), low use of yield enhancing inputs and technologies, and lack of 

skills and adequate extension services for supporting farmers to improve agricultural productivity.  
 

4.1.3.  Other key consultation outcomes that have informed design of the new I-CSP include the 

following: (i) Recognition of the Bank’s role in assisting Eritrea to address its development challenges 

as demonstrated by its sustained engagement in developing human capital in line with the Government’s 

priorities; (ii) The need for the Bank to build trust and confidence and for the GoSE to take steps to 

improve information disclosure to enable the Bank enhance its assistance towards addressing the 

country’s development challenges; (iii)  The importance of the Bank to remain engaged and scale-up 

its knowledge and advisory services, and; (iv) For the Bank to maintain dialogue with the GoSE on the 

various financial products and advisory services it provides. 
 

4.1.4. Selectivity Criteria: Rigorous selectivity criteria have been used to further inform a better and 

more focused design of the new I-CSP pillar and programs. The major  selectivity criteria are 

summarized in Annex 10-12 and comprise the following: (i) The outcome of consultations with the 
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GoSE and country stakeholders as already noted; (ii) Eritrea’s most pressing developmental challenges 

as agreed with GoSE; ; (iii) The need to consolidate the Bank’s past achievements and focus on areas 

of comparative advantages, given ADF 14 resource constraints; (iv) Complementarity with the sectorial 

focus areas of other DPs’ activities; (v) Lessons learned from I-CSP 2014-16 implementation as 

indicated in section 3.6, and; (vi) Knowledge works results, including the Bank’s analytic briefs and 

studies conducted by the GoSE and other DPs. Annex 12 presents the main findings from the analytical 

briefs and study reports while the Government’s priority projects are summarized in Annex 22.  
 

4.2.  Alignment with Bank Strategies: An equally important selectivity criterion is alignment of the 

new I-CSP with Eritrea’s development framework and the Bank’s corporate strategies. Accordingly, 

the I-CSP is aligned with Eritrea’s Macro policy 1994, NIDP 2014-18 and INDC, all of which aim at 

promoting the country’s inclusive and sustainable growth and development. The I-CSP is also 

consistent with the Bank’s TYS inclusive and green growth objectives, Climate Change Action Plan 

and core operational priorities of infrastructure development, private sector development, and skills and 

technology. The strategy is further aligned with all the Bank’s High-5s namely, ‘Feed Africa’, 

‘Industrialize Africa’, and ‘Improve the Quality of Life for the People of Africa’, Jobs for Youth in 

Africa (JFYA) 2016-25, and Agricultural Transformation in Africa (2016-25). Annex 9 illustrates the 

linkages between the SDGs, TYS and High 5s.  
 

4.2.1. I-CSP Objectives and Strategic Pillar:  
 

4.2.1.1. The strategic goal of the I-CSP 2017-19 is to assist Eritrea in accelerating inclusive and 

sustainable growth through investments in agricultural transformation towards job creation and poverty 

reduction. The I-CSP operations will also support attainment of the GoSE’s SDGs (para 4.1.2) 

Consistent with these strategic objectives, the I-CSP is articulated around the single pillar of: 

Agriculture Transformation for Inclusive and Sustainable Growth. Preparation of an I-CSP is 

based on the fact that the GoSE has yet to finalize its National Indicative Development Plan (NIDP). 

However, notable progress has been made in preparing strategies for the agriculture, water supply, and 

environmental sectors. The Bank will employ a two-pronged approach to implement programs under 

the Pillar. Firstly, investments will be made in the agricultural sector focusing on improving access to 

input and agricultural technology as well as putting in place enablers that will lead to job creation, skills 

development and entrepreneurship in the agriculture space, particularly for the youth and regions (zobas 

and sub-zobas) that are considered to be below national service delivery indicators. Secondly, technical 

assistance, advisory services, and advocacy informed by appropriate knowledge works, will be provided 

to build public sector institutional and human capacities to enhance the Government’s delivery of basic 

social services. The I-CSP detailed expected performance objectives, outcomes, and outputs at the 

medium and completion points are presented in the Results-Based Framework (RBF) presented in 

Annex 1. 
 

Agriculture Sector Objectives, Outcomes and Programs: 
  

4.2.1.2. Objectives: Agriculture sector interventions will aim at: (i) transforming the sector to unlock 

its full inclusive and sustainable growth and development potential by enhancing production, 

productivity, value-addition, and marketing activities in the value-chain e.g. fruits and vegetables, 

horticulture, dairy products within region including Sudan, countries in the Middle East and Far East 

and this will be achieved through market access and trade facilitation by providing storage facilities, 

access to credit etc. and: (ii) promoting greater inclusivity through increasing sector incomes and 

employment, with a focus on underserved women, youths, and regions. 
 

4.2.1.3. Outcomes: Target intermediate outcomes by end 2019 include: (i) 20% increase in marketable 

agricultural produce; (ii) 10% increase in farm gate prices; (iii) 20% increase in cereals production; (iii) 

and; (iii) 20% increase in businesses in the agricultural value chain.  
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The NIDP emphasizes minimum integrated household package (25 items), which the Bank will 

prioritize in order to maximize the impact of the interventions.  
 

4.2.1.4. Programs: In addition to on-going projects, the planned drought resilience and sustainable 

livelihood support programs II and IV together with the ENABLE Youth and Skills Development 

project will also be supported. In line with the Bank’s Agricultural Transformation in Africa Strategy, 

programs will combine investment and non-lending (that is, knowledge, technical assistance, advisory 

services, and advocacy) activities to remove binding constraints. Key interventions will include 

provision of the minimum integrated household package (25 items)xxv. Each household will be provided 

with a dairy cow, 25 one month old chicks including feed for six months and vaccinated, 2 sets of 

beehives (wooden hive, hive stand, comb foundation, queen excluder and frame wire), 20 multipurpose 

trees (10 fruit trees, 5 forage trees for animal feed and 5 trees for the production of household energy) 

and each household is to be provided with improved varieties of vegetable seeds and forage seeds. The 

provision of these items will diversify the livelihoods of the people and impact positively on their 

incomes and poverty levels. Other interventions will include large investments in agricultural 

infrastructure (that is, increasing irrigation capacity from 12,000 ha to 17,000 ha); construction of 

processing and storage facilities for value addition as well as increasing the shelf life of agricultural 

commodities. Furthermore, the ENABLE Youth and Skills Development operation will assist the 

Government’s efforts to provide skills training to adults who lack vocational skills for self or wage 

employment, and youths who are formal school drop-outs in need of vocational skills for employment. 

These projects will substantially reduce post-harvest losses (which have greatly contributed to food 

shortages and nutrition deficiencies), bring smallholder farmers nearer to markets, increase value of 

their produce, and boost agricultural exports from the zobas from 10,000 metric tons (mt)/year to 50,000 

mt/year by 2019. Advisory and extension services will be sought from the Eritrea Research Centre on 

land and water management for sustainable agricultural and livestock production.  
 

Water and Sanitation Sector Objectives, Outcomes, and Programs: 
 

4.2.1.5. Objective: Bank interventions in the water and sanitation sector will aim at improving access 

to clean and safe water and sanitation facilities of agribusiness centers/zones, industrial parks, business 

centers and underserved households, particularly in underserved rural areas. Bank support will, hence, 

support the Government’s goal to provide adequate information on groundwater resources in selected 

priority areas, ensure availability and sustainable management of water and sanitation for all (that is, 

SDG 6). 
 

4.2.1.6. Outcomes: Target intermediate outcomes by end 2019 include the following: (i) 72% rural 

population with access to safe drinking water; (ii) 95% of urban households with access to improved 

sanitation; (iii) 50% of urban households with access to and using hand washing facilities; (iv)50 % of 

schools (students) in urban areas with access to and using hand washing facilities; (v) 95% functionality 

rate of urban water supplies systems, and; (vi) 95 % of water points with actively functioning water and 

sanitation committees. 
 

4.2.1.7. Programs: The water and sanitation program includes the irrigation systems and water resource 

management. The Resilient Water and Sanitation Infrastructure Support Project (RWSISPRC) will be 

designed to take on board youths in addition to providing skills training for unemployed local women. 

This arrangement is intended to address employment requirement for about 2,500 youths and women. 

The Bank will also support implementation of the Government’s large gravity flow schemes programs 

that cover wider and water stressed areas. In particular, support to the water and sanitation sector will 

also consist of components to catalyze community development, notably rural infrastructure such as 

irrigation services for smallholder farmers and local communities in proximity to increase agricultural 

productivity and generate rural employment. The increased supply and reliability of water for 

production will reduce the impact of weather fluctuations on agriculture productivity thereby 

contributing to food security and the Feed Africa strategic priority. As over 80% of the population is 
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engaged in agriculture, growth in the agriculture sector will support the Improve the Quality of Life for 

the People of Africa strategic priority. In addition, the availability of water for industrial and agricultural 

production will translate into new opportunities for fishery and tourism sectors. 
 

Energy Sector Objectives, Outcomes, and Programs 
 

4.2.1.8. Objective: The overarching objective for the sector is to expand the provision of modern energy 

sources (especially electricity and Liquefied Petroleum Gas (LPG) to households and for productive 

use at affordable cost. To achieve this objective, the GoSE is focusing on the expansion of the power 

generation capacity through adding new thermal generators and increasing the share of renewable 

energy (RE) from the current level of 2% to 30% by 2030. 
 

4.2.1.9. Outcomes: Overall, increased access to affordable and reliable energy supply will improve 

household welfare and promote private investments, agro-industries and agribusiness entrepreneurs, 

MSME and industrial growth, thereby contributing to job creation and sustainable growth. Improved 

energy, (in combination with increased water supply) to households, industrial zones and enterprises in 

secondary cities will reduce the cost of doing business for both start-up and existing business enterprises 

that will boost Eritrea’s economy productivity and competiveness. Furthermore, affordable and more 

reliable energy and water supply to the industrial zones will allow entrepreneurs to scale-up high value 

added production, thereby creating quality jobs, accelerating inclusive growth and contributing to the 

Industrialize Africa strategic priority. In fact, investments in large energy plants will allow for the 

reliable supply of energy that enables agro-industries to produce dairy products and package quality 

vegetables. As an innovation to maximize the contribution of the Bank’s interventions towards inclusive 

growth, operations under the Pillar will seek to provide all-inclusive cross-sectoral development 

support. 
 

4.2.1.10. Programs: The Bank will provide technical assistance (TA) to the GoSE for supporting the 

development and finalization of the Energy Sector Strategic Plan. The Strategy has been in the making 

for some time and has not been finalized due to limited institutional and human capacities. Developing 

a sector strategy will help in coordinating the various energy-related initiatives implemented by the 

different government agencies and also provide a clear roadmap for the sector’s short-to-medium term 

investment needs that are essential for resource mobilization. Supporting an investment project for 

developing RE for productive use in the water/agriculture sector for water pumping, irrigation and food 

drying and processing, etc. is needed. 
 

Mainstreaming of Cross-Cutting Issues: 
 

4.2.1.11. Gender and Youth: Gender will be mainstreamed and measures to ensure sustainability of 

the Bank’s new water and sanitation and energy operations will be incorporated into project designs. 

Consistent with the 2016 Gender Profile, gender assessments will be undertaken during project 

preparation to inform designs that will maximize the Bank’s contribution to gender equality and women 

empowerment. The Bank’s Gender Strategy and Jobs for Youth Strategy will guide the choice and 

structuring of programs and target outcomes in each sector to maximize development impact. Potential 

projects will, thus, include the Enable Youth and Skills development, Rural Infrastructure Development 

Project. Where feasible, labour intensive construction approaches will be pursued to expand job 

opportunities for the youth and women. This approach will also contribute to gender-balanced inclusion. 

Projects’ results based frameworks (RBFs) will include gender disaggregated indicators to facilitate the 

monitoring of the Bank’s contribution to gender equity. As appropriate, projects will include 

components to improve the capacities of GoSE agencies to mainstream gender. As a result, at least 40% 

of 175,000 households to benefit from the agriculture project by the end of the I-CSP in 2019 will be 

headed by women. 
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4.2.1.12 Climate Change: Climate Change will be mainstreamed into the Bank’s projects using the 

Bank’s Climate Safeguards Screening Tool, the Greenhouse Gas Accounting and Reporting Tool and 

by identifying adaptation and mitigation benefits that arise from projects. These include activities in the 

Agriculture, energy and water sector which a) reduce GHG emissions (such as supply of renewable 

energy and use of LPG to substitute non-sustainable sources of fuel wood and charcoal); b) 

strengthening of agricultural value chains and improvement of water and sanitation, both of which make 

households and communities economically stronger and, therefore, less vulnerable to climate change 

and other social risks. 
 

4.2.1.13. Governance: To improve public sector management effectiveness and governance, the Bank 

will focus its interventions on the weakest links, namely, policy implementation gaps, institutional and 

human capacity deficiencies. Firstly, the Bank will conduct regular project supervision missions to 

assist the government implementing agencies and their PIUs implement CPPRs recommendations for 

improving portfolio performance. Second, the Bank will proactively provide capacity building training, 

technical assistance, and advisory services to address identified policy implementation gaps. Third, 

weak governance and other human capacity weaknesses will be dealt with by ensuring that Bank 

fiduciary, procurement, and disbursement policies and guidelines are complied with in all Bank-funded 

programs and projects.  
 

4.2.1.14. Bank Operations: Synergy with on-going Bank operations and those of other DPs. The 

proposed agriculture and water and sanitation operations will complement the on-going Bank 

interventions in these two sectors as well as operations from other DPs, notably JICA and European 

Union. The Bank will also explore co-financing opportunities with these and other DPs. The rationale 

for the pillar includes the need to: (i) consolidate the gains achieved in the Bank’s sustained engagement 

in human capital development by addressing outstanding urgent challenges; (ii) engage dialogue on key 

country challenges and provide capacity building advisory services to assist in creating the appropriate 

conditions for finalizing the NIDP and its implementation while paving the way for the Bank’s full-

fledged CSP; and, (iii) contribute to a gender-balanced inclusiveness, improved livelihood and building 

resilience, especially by mainstreaming gender and food security issues. 
 

4.3  Bank’s Indicative Resource Envelope 
 

4.3.1. The I-CSP 2017-19 will cover the entire ADF-14 cycle. Available internal Bank resources 

include ADF-14 PBA resources that amount to UA15 million (a mix of loan and grant). Eritrea will 

receive 50% in the form of a grant and the remaining 50% as a loan and Regional Operation (RO) 

window for eligible operations. With respect to the latter, it should be noted that the GoSE is committed 

to improving the livelihood of the rural population by building resilience and addressing the recurrent 

drought issues and food insecurity by strengthening the rural infrastructure. Further, the country has 

already made a commitment to continue accessing resources under the African Legal Support Facility 

(ALSF), of which some resources have already been provided to the mining sector. Furthermore, to 

help build capacities and prepare the ground for the future, the use of dedicated Trust Funds such as the 

African Water Facility (AWF), African Trade Fund, Global Environment Facility (GEF) and Project 

Preparation Facility (PPF) will also be explored to improve knowledge and experiment pilot operations. 

4.4  Indicative Bank Assistance Program 
 

4.4.1. The Indicative Lending Program for Eritrea I-CSP 2017-2019 (See Annex I) was discussed and 

agreed with GoSE during the I-CSP validation mission in July 2017. The Program comprises 

agriculture, water and sanitation, and capacity development support and regional operations. The Bank, 

in consultation with GoSE, will jointly continue to monitor and assess program implementation to 

ensure that there are no significant delays in the execution of project activities. The indicative work 

program is also informed by the strategic thrust of the I-CSP pillar, which comprises both lending and 

non-lending operations covering the ADF 14 cycle. 
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4.4.2. Lending operations. The I-CSP Pillar programs will be supported by a major operation, 

“Support to drought resilience and sustainable livelihoods” (SDRSL), using the bulk of the PBA 

allocation, which is estimated at UA 15.0 million, UA 10.0 million from TSF and Regional Operation 

window to be determined (Table 1 and Annex 2) and additional finance from the Green Climate Fund 

(amount to be also determined). The SDRSL and Enable Youth and Skills Development projects will 

specially target the agriculture sector with a focus on both youths and women in underserved urban and 

rural areas. In addition, water and sanitation issues will be addressed through a project preparation 

facility that will inform the design of a project to build the country’s resilience to rainfall variability and 

drought shocks that threaten livelihoods and food security. To enhance inclusiveness and sustainable 

growth, the projects will also support strengthening of institutional capacities at various public sector 

levels (that is, national and sub-national government institutions) for effective management of water 

resources and improvement in food security and livelihoods.  
 

4.4.3. Table 1 presents the Bank’s Indicative Lending Program for the Eritrea I-CSP 2017-19.  
 

Table 1: Indicative Lending Program (in UA million)  

Operation Indicative 

Amount (UA) 

Million  

Source of Funding 

Drought Resilience and Sustainable 

Livelihoods (DRLSP) 
10.0 ADF 14 resources available but Regional 

Window; to be confirmed  

Enable Youth and Skills Development 

Project 
10.0 ADF 14 &TSF to be determined 

Resilient Water and Sanitation 

Infrastructure Support Project 

(RWSISPRC)  

5.0 TSF  

To be determined 

 

4.4.4. Non-Lending Operations. The Bank will also scale up its technical assistance, advisory 

services, and advocacy non-lending activities to support its lending operations as well as respond to 

emerging country demand for knowledge work to be used to complete the NIDP and prepare a fully-

fledged CSP. With the prevailing complex regional challenges, systematic provision of technical 

assistance, advisory and advocacy support to Eritrea will be actively promoted. Through the Bank’s 

NDC Hub, support will be provided to GoSE to help address barriers to ratification of the Paris 

Agreement and conversion of Eritrea’s INDC into an NDC. Similarly, an in-depth diagnostic analysis 

of the infrastructure sector development, in the context of regional integration, will be undertaken by 

RDGE and the Government.  Table 2 presents an indicative pipeline of the planned non-lending 

activities under the I-CSP 2017-19. 
 

Table 2: Indicative Non-Lending Program 

Economic Sector Works (ESW) Indicative 

Time Frame 
Private sector development and opportunities for job creation in Eritrea  2018  

Conversion of INDC to NDC and development of bankable project pipeline 2018 

Economic growth diagnostic study and an update of the macro policy 1994 2018 

Support to Public Financial Management and Statistics  2018 

Assessment of National Procurement System and strengthening governance  frameworks 

etc. 

2019 

Infrastructure sector development study (e.g. transport, energy, water and sanitation etc.) 2019 
NB: While funding remains to be determined, proposals for securing grants from trust funds and TSF are being prepared. 
 

4.4.5. Given the huge institutional and manpower gaps in economic management, to ensure effective 

implementation of the I-CSP, as well as preparing the ground for the compilation of the NIDP and 

preparation of a full CSP, the Bank will actively engage in dialogue with the GoSE to develop a capacity 

building program, which can eventually be supported by an institutional support project. The potential 
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areas to be covered include public financial management (PFM) (Table 2 and Annex 18), economic 

planning and management, public investment management (PIM), national economic and social 

statistics collection, compilation, and reporting, use of gender-disaggregated socio-economic data, and 

program monitoring and evaluation (M&E). 
 

4.5 Monitoring and Evaluation   
 

4.5.1. The lack of macro and micro socio-economic statistics is a major constraint on the GoSE’s 

capacity to plan its national development programmes and monitor and evaluate their implementation 

and performance results. The Government has, therefore, requested the Bank to assist in developing the 

country’s human and institutional capacities to produce the requisite social-economic statistics to feed 

into an operational M&E system. The support to be provided as well as proposed Bank operations will 

ensure that baseline data are made available. The support will further facilitate finalization of the NIDP 

and strengthen M&E framework for effective program and project implementation.  
 

4.5.2.  Performance gender sensitive indicators for monitoring and evaluating the outcomes and outputs 

of programs implementation are spelt out in the I-CSP Result-based Framework matrix in Annex 1. 

Due to weak institutional capacity at the National Statistics Office (NSO) and key sector statistics units, 

progress on the I-CSP implementation and results will be based on quarterly reports.  
 

4.5.3. With respect to social indicators, the SDGs targets, to be generated by Eritrea Population and 

Health Surveys, will guide the monitoring of program outcomes. Through the PFM and Statistics 

project, Bank interventions will also facilitate improvement in the coordination of M&E system 

activities, including timely compilation of data and reporting on social performance indicators. 
 

4.6 Country Dialogue 

 

4.6.1. The planned Economic Sector Works (ESWs) will, among others, be used to improve the quality 

of country dialogue, thereby providing a solid platform for the Bank and GoSE to meaningfully engage 

on policy issues, beyond simple sector project financing, which has prevailed over the last several years. 

The main dialogue issues are presented in the following paragraphs. 
 

4.6.2. Governance issues: The Bank will continue to engage the GoSE on economic and financial 

governance issues in line with the Governance Action Plan 2014-2018 “GAP 2”. Given the growing 

investments in the mining sector and the ALSF support to sector, the Bank will build on this 

commitment by the Government to dialogue with the Authorities on the Extractive Industries 

Transparency Initiative (EITI) and providing any relevant available advisory services by ANRC.  
 

4.6.3. Capacity building: Dialogue on institutional and human capacity building issues will 

emphasize the following: (i) Finalization of the NIDP and creation of appropriate institutional and 

human capital conditions for its effective implementation; (ii) Conversion of INDC to NDC and 

development of bankable project pipeline; (iii) Preparation and implementation of a capacity 

development program aimed at addressing urgent institutional and skills gaps; (iv) Prospects for Eritrea 

in respect of revision of the TSF to put more emphasis on transition and building resilience; and, (v) 

Putting in place gender-sensitive statistics and M&E systems. 
  

4.6.4. The urgent improvement of macroeconomic data and gender sensitive statistics is critical for 

effective planning, budgeting and economic management. Formulation of the Statistics Act will provide 

a clear framework for Eritrea national Statistical System. Implementation of the current PFM and 

Statistics project provides an effective vehicle for sustained dialogue. In addition, strengthening the 

human resource and institutional capacity, particularly the process of adopting a robust medium-term 

expenditure framework (MTEF) has been prioritized as an important initiative for operationalizing the 

NIDP and linking it with the annual budget formulation process. The MTEF will provide a three-year 

rolling framework to meet the country’s NIDP long-term objectives in a consistent and systematic 

manner. The dialogue on gender issues will facilitate the process of collecting gender disaggregated 
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indicators, but will also be an opportunity to sensitize the GoSE on gender responsive budgeting, 

planning, and reporting. 
  

4.6.5. The Bank will also engage with the GoSE in developing human resource capacity among key 

institutions, including the investment center, and treasury and budget departments in the Ministry of 

Finance. Overall, the sustained dialogue on capacity building issues and associated interventions are 

expected to result in improved public sector management and the creation of an enabling economic and 

business environment for implementing policies towards greater inclusiveness and transitioning to 

green growth. 
  

4.6.6. Major development challenges and policy issues: The Bank will also engage with the GoSE 

on the country’s key development challenges and priorities. Potential areas include infrastructure 

deficiencies, economic cooperation and regional integration, climate change and management of natural 

resources, including water resources. The objective of this dialogue will be to provide technical 

assistance and advisory services in areas of the Bank’s comparative advantage and relevant to the 

country’s development needs and prepare the ground for the development of some possible niches for 

a future full CSP. 
 

4.6.7. Donor Coordination and Resource Mobilization: In light of Eritrea’s international isolation, 

which poses a major constraint on the country’s achievement of its sustainable development agenda, 

there is an urgent need for the GoSE to initiate dialogue with the UN on critical outstanding issues at 

the core of Eritrea’s current sanctions. The Bank will closely coordinate with other development 

partners operating in Asmara to, among others, advise on how best to broaden the country’s support 

base. On the political front, the Bank will assist in developing partnership with relevant institutions like 

the African Union (AU) and United Nations (UN) and IGAD. On the economic front, the Bank will 

seek ways of collaboration with multilateral institutions like the EU, the IMF and the World Bank 

Group.   
 

4.7 Potential Risks and Mitigation Measures 
 

4.7.1. Risk 1: Eritrea is faced with high political and governance risks. Political risks are due to 

the country’s unresolved border issues with some of its neighbors. Governance risks stem from weak 

transparence, accountability, absence of political pluralism and some of the public policies of the 

incumbent GoSE. As mitigating measures, the role of continental and regional bodies such as the AU 

and IGAD will be crucial. In this connection, the recent positive signs demonstrated by the GoSE 

engagement with international relations and cooperation, particularly with the UN and EU will need to 

be sustained. The GoSE’s recent measures to provide more opportunities for young people and expedite 

their entry into the civil service and job market by defining and even waiving the requirements of the 

1994 National Service Proclamation and providing proper salaries for them also signs a positive 

development. This development and strong interest expressed by the GoSE in the DRSLP-II also 

provides a window of opportunity for the Bank to capitalize on to manage the identified country risks. 

The Bank will work closely with institutions mandated to address political issues in order to mitigate 

the cited political and governance risks. 
 

4.7.2. Risk 2: Inadequate public and private sector institutional and human capacity is another 

major country risk. The Bank’s planned interventions under the new I-CSP could outstrip the 

country’s capacity to implement and manage the investment programmes. To enhance its capacity to 

absorb development support, the GoSE has embarked on a programme of building the capacity of the 

public and private sectors to deliver its development programs. Drawing from its earlier support to 

Eritrea’s projects, the Bank will contribute to managing the capacity risk through forging partnership 

with UN system to support GoSE’s capacity development efforts. Specific collaborative capacity 

building measures will include the following programs: provision of technical and advisory support to 

key public institutions including Ministry of Finance, Ministry of National Development, Ministry of 

Investment Center and Eritrean Chamber of Commerce.  
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4.7.3. Risk 3: Macroeconomic risks. Eritrea faces the following major macroeconomic risks: weak 

mineral export commodity demand and price volatility, high and volatile consumer inflation and foreign 

exchange rate, growing macroeconomic imbalances, including trade and financial imbalances. 

Prolonged policy reform inertia by the Government may deepen these macroeconomic problems. The 

Bank will capitalize on its country dialogue to provide support as appropriate, including in its approach 

to donor coordination issues. Specific measures to mitigate the macroeconomic risks will include the 

following: strengthening Ministry of National Development as well as Ministry of Finance capacity to 

prepare and implement a full NDP, MTEF and annual budget, PFM, PIM and Central Bank to formulate 

and implement best-practices monetary, exchange rate, and financial sector stability and development 

policies and instruments.    
 

5 CONCLUSIONS AND RECOMMENDATION 
 

5.1. Conclusion: The Bank’s past interventions in the country have been generally satisfactory, but 

will need to be enhanced in order to effectively assist the country in addressing its development 

challenges. In line with its Ten Year Strategy and other corporate strategies, the Bank has prepared this 

I-CSP to assist Eritrea in tackling its key development challenges. The new I-CSP, which builds on the 

gains achieved so far, provides a platform for enhancing selectivity around one core operational area, 

“Agriculture Transformation”, while providing a range of support in the areas of special attention, 

including gender and resilience building. The overarching objective of the proposed I-CSP is to assist 

Eritrea in achieving its inclusiveness and sustainable economic growth and development objectives.  
 

5.2. Recommendations: The Boards of Directors are invited to approve the proposed Eritrea I-CSP 

for the period 2017-2019.  
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Annex 1: I-CSP Results-Based Framework for Eritrea (2017-2019) 

Strategic 

Objectives  

Constraints 

hindering 

achievement of 

desired outcomes 

Final Indicators (by end-2019) Mid-term Indicators (by end-2018) 
Bank Group Interventions during CSP 

period (on-going & proposed) Outcomes 

 

Outputs 

  

Outcomes 

 

Outputs 

 

Pillar I: Agriculture Transformation for inclusive and sustainable growth  

Agriculture Sector  

1.0. To 

promote 

agricultur

al 

transform

ation and 

rural 

developm

ent based 

on 

minimum 

integrated 

household 

package 

 

 Low 

agricultural 

productivit

y 

 Agricultura

l 

infrastructu

re 

(irrigation/s

torage/mark

eting/access 

roads) is 

poor 

 Post-

harvest 

losses are 

high 

 Low use of 

yield 

enhancing 

inputs and 

technology 

and weak 

agricultural 

and 

entrepreneu

rship sector 

skills 

 Access to 

credit for 

agricultural 

inputs 

finance is 

limited, 

especially 

for women 

 Food security 

improved 

 Improved 

livelihoods from 

livestock and 

agricultural produce 

due to increased 

incomes 

 Improved 

knowledge of 

modern agrarian 

techniques and 

better natural 

resource 

management 

 Improved 

productivity 

through increased 

use of yield 

enhancing inputs 

 Improved access to 

irrigation systems 

 Improved value 

addition by 

processing and 

increased non-farm 

employment  

 Total number of dams 

constructed or 

rehabilitated increased 

from 100 to 120 by 2018 

 Number of people (50% 

women) and livestock 

accessing water; 

 Amount of hay and 

prosopis feed produced 

and stored 

 Irrigable land increased 

from 5,000 Ha to 8,350 

Ha by 2018. 

 Number of food secure 

households in selected 

zobas. 

 Number of children 

underweight.  

 Number of markets 

constructed with 

improved storage and 

processing facilities.  

 Number of square ha 

exploited by women and 

the tones of seeds 

distributed to women.    

 

 Improved alternative 

livelihoods promoted. 

 Improved resilience 

among the rural 

communities 

 Increased water 

availability and 

accessibility (i.e. 

reduced water shocks). 

 Improved market 

infrastructure such as 

market enclosures, 

holding grounds etc. 

 Improved agriculture 

production at national 

level 

 Number of dams 

constructed or 

rehabilitated; 

 Total number of 

people and 

livestock with 

access to water; 

 Improved and 

sustainable 

livelihood of the 

rural population. 

 Range land 

developed and 

rehabilitated.  

 Total number of 

markets with 

improved storage 

and processing 

facilities; 

 Improved 

communication 

systems in 

pastoral areas; 

 Total number of 

markets 

constructed with 

improved storage 

and processing 

facilities.  

 Quantity of local 

production 

available for 

subsistence and 

markets.   

Proposed: 

 Support to integrated agriculture 

development in Eritrea; 

    

 Drought Resilience and Sustainable 

Livelihood Programme (Regional 

Operation – UA 12.65 million)   

 

 Enable Youth and Small Scale and 

Rural Infrastructure Development 

Project  

 

Proposed ESW:  

 Eritrea Integrated Rural 

Development 

 Commercial agricultural 

development study  

 Agricultural livestock and 

infrastructure study  

Water and Sanitation infrastructure development  

2.0. Increase 

access to 

sustainable 

water supply 

and sanitation 

amongst rural 

communities to 

improve their 

quality of life. 

 

2.1. Poor access 

to water supply 

and sanitation 

resulting in 

missed life and 

business 

opportunities 

including high 

health risks.  

 

 

 

2.1.1. An estimated 90 

underprivileged rural 

communities equipped 

with adequate information 

on existing groundwater 

resources and capacitated 

to efficiently manage their 

water supply and 

sanitation.   

 

 

 

2.1.1. 13 water production wells 

developed and 2000 km of 

transportation and distribution 

pipeline is laid to supply water 

to unserved rural communities 

by 2021 allowing an increase in 

the percentage of access to water 

supply from 68% in 2016 to 

75% by 2021. 

 

 

 

An estimated 150 direct jobs 

created in the construction of 

the water supply systems for 

targeted rural communities, at 

least 30% of which will go to 

female workers. 

 

Development of 13 water 

production wells and 

1000 km of 

transportation and 

distribution pipelines 

laid by 2019 allowing an 

increase in the 

percentage of access to 

water supply from 68% 

in 2016 to 72% by 2019.  

 

 

Proposed: 

 Support for Resilient Water and 

Sanitation Infrastructure for Rural 

Communities Project.  

 Development of a national 

hydrogeological map indicating 

locations and potential of aquifers  

 



 

II 

Strategic 

Objectives  

Constraints 

hindering 

achievement of 

desired outcomes 

Final Indicators (by end-2019) Mid-term Indicators (by end-2018) 
Bank Group Interventions during CSP 

period (on-going & proposed) Outcomes 

 

Outputs 

  

Outcomes 

 

Outputs 

 

2.2. Low staff 

(Ministry of Land, 

Water and 

Environment - 

MoLWE) know-

how on managing 

climate change 

related issues. 

2.2.1. Strengthened 

capacity of MoLWE to 

manage climate change 

related issues. 

2.2.1. 90 rural communities 

sensitized on hygiene and 

sanitation indirectly contributing 

to 8% reduction in prevalence of 

water borne and related diseases 

in the target areas. 

 

2.2.2. At least 20 MoLWE staff 

trained on climate change and 

related issues by 2021, 30%, 

being women. 

45 rural communities 

sensitized on hygiene 

and sanitation indirectly 

contributing to a 4% 

reduction in prevalence 

of water borne and 

related diseases in the 

target areas. 

 

At least 10 MoLWE 

staff trained on climate 

change and related 

issues by 2019. 

Statistical Capacity Building 

3.0. Statistical 

Capacity 

Building  

3.1.  Weak 

National 

Statistical System 

3.2. Weak 

interaction 

between data 

collectors and 

users 

3.3. Absence of 

gender-sensitive 

statistics and 

M&E systems.  

3.4. Delayed 

finalisation of the 

National 

Development Plan 

(NDP) 

3.1. National Strategy for 

the Development of 

Statistics for Eritrea 

(NSDS) 

3.2. Statistics Act for 

Eritrea 

3.3. Basics economic and 

social statistics produced 

and shared out on timely 

basis 

3.4. Improved allocation 

of resources and 

programme 

implementation 

3.1.  National Strategy for the 

Development of Statistics 

3.2. Household Survey report 

and Poverty Report 

3.3. Basic economic statistics, 

CPI  and GDP estimates 

 3.1. NSDS report 

3.2. Statistics Act 

prepared 

3.3. Economic and 

Social Statistics 

available for  effective 

decision making 

3.4. Poverty Report 

drafted 

3.5. Statistical Master 

Plan designed and 

approved 

3.6. Gender sensitive 

statistics available  

3.7. Monitoring and 

Evaluation systems 

3.8. Finalisation of the 

NDP  

3.1. Proposed: 

Capacity building support  

 

 

3.2. Non-lending Operations  

Statistical capacity building and 

preparation of Statistical Master Plan. 

 

Public Financial Management (PFM) 

4.0.  Public 

Financial 

Management 

(PFM) 

4.1. Absence of 

program 

budgeting 

4.2. Weak 

reporting on 

public spending 

by Government 

agencies 

4.3. Absence of 

MTEF as a tool 

for planning and 

budgeting 

4.4. Limited 

human resource 

capacity 

4.5. Less 

competitive 

procurement 

4.1. Adoption of program 

budgeting 

4.2. Improved reporting 

on efficiency and 

effectiveness in public 

expenditure 

4.3. Adoption of the 

MTEF as a tool for 

planning and budgeting 

4.4. Improved human 

resource capacity in 

public financial 

management  

4.5. Strengthened and 

established efficient and 

procurement systems that 

promote transparency, 

equity and increased 

economic and value for 

money 

4.1. Institutionalize the program 

budgeting gradually in the key 

sectors including Ministry of 

Finance 

4.2. Preparation of quarterly 

reports on public spending by 

the line ministries 

4.3. Adopt MTEF and a rollout 

approach to selected sectors 

4.4. Conduct capacity building 

and provision of equipment for 

effective public sector 

management  

4.5. Review of the procurement 

laws and regulations; bidding 

documents etc. 

 4.1. Program budgeting 

utilized by key sectors 

4.2. Quarterly reports 

prepared on public 

spending by line 

ministries 

4.3. Existence of MTEF 

and its rollout to key 

sectors 

4.4. Staff trained and 

equipment provided e.g. 

computers, printers, 

internet connection etc. 

4.5. Strengthened 

institutional capacity in 

procurement with its 

corresponding systems. 

4.1. Proposed: 

Capacity building Support 

Bank Group Interventions during I-CSP period (on-going & proposed) 



 

III 

Strategic 

Objectives  

Constraints 

hindering 

achievement of 

desired outcomes 

Final Indicators (by end-2019) Mid-term Indicators (by end-2018) 
Bank Group Interventions during CSP 

period (on-going & proposed) Outcomes 

 

Outputs 

  

Outcomes 

 

Outputs 

 

1.0 Establish the 

available 

potential of the 

national water 

resources and 

maximize its 

availability for 

sustainable use. 

Inadequate 

knowledge and 

information on the 

existing 

underground 

water resources 

resulting in its 

limited 

exploitation for 

improved access 

to water supply. 

Ground water potential in 

90 selected rural 

communities established 

with a view to facilitate 

sustainable use and 

management as a source 

of water supply by 2017. 

Hydrogeological and 

geophysical investigations 

conducted within 90 rural 

communities to determine the 

groundwater safe yields for 

respective aquifer systems and 

well fields as well as to assess 

impacts of climate change on the 

groundwater resources. 

Hydrogeological and 

geophysical investigations 

conducted within 90 rural 

communities to determine the 

groundwater safe yields for 

respective aquifer systems and 

well fields as well as to assess 

impacts of climate change on 

the groundwater resources. 

Ground water potential 

in 90 selected rural 

communities established 

with a view to facilitate 

sustainable use and 

management as a source 

of water supply by 2017. 

Proposed: 

Ground Water Assessment and Aquifer 

Mapping Project. 

Agriculture Sector 

2.0.   Enhancing 

resilience for 

improved 

livelihoods, 

inclusiveness 

and sustainable 

development 

2.1. Inadequate 

capacity to 

improve food 

security and low 

access to pastoral 

production 

infrastructure 

2.2. Inadequate 

capacity to 

manage water and 

conserve soils in 

rural areas. 

2.3. Inadequate 

amount of hay 

and prosopis feed. 

2.4. Inadequate 

water harvesting 

infrastructure 

2.5. Inadequate 

markets with 

absence of storage 

and processing 

facilities. 

2.6. Inadequate 

access to land and 

agricultural 

production 

equipment by 

women.  

 

1.1. Improved alternative 

livelihoods promoted. 

2.2. Improved resilience 

among the rural 

communities 

2.3. Increased water 

availability and 

accessibility (i.e. reduced 

water shocks). 

2.4. Improved market 

infrastructure such as 

market enclosures, 

holding grounds etc.; 

2.5. Improved 

communication systems in 

pastoral areas 

2.6. Improved markets 

and  its associated storage 

and processing facilities 

2.7. Improved agricultural 

productivity 

2.8. Improved access to 

land and agricultural 

production equipment by 

women.  

 

2.1. Total number of dams 

constructed or rehabilitated 

increased from 74 to 100 by 

2015 

2.2. Number of people (50% 

women) and livestock accessing 

water; 

2.3. Amount of hay and prosopis 

feed produced and stored 

2.4. Irrigable land increased 

from 3,225 Ha to 5,000 Ha by 

2015. 

2.5. Number of food secure 

households in selected zobas. 

2.6. Number of children 

underweight.  

2.7. Number of markets 

constructed with improved 

storage and processing facilities.  

2.8. Number of square ha 

exploited by women and the 

tones of seeds distributed to 

women.    

1.1. Improved alternative 

livelihoods promoted. 

2.2. Improved resilience 

among the rural communities 

2.3. Increased water 

availability and accessibility 

(i.e. reduced water shocks). 

2.4. Improved market 

infrastructure such as market 

enclosures, holding grounds 

etc. 

2.5. Improved agriculture 

production at national level. 

2.1. Number of dams 

constructed or 

rehabilitated; 

2.2. Total number of 

people and livestock 

with access to water; 

2.3. Improved and 

sustainable livelihood of 

the rural population. 

2.3. Range land 

developed and 

rehabilitated.  

2.4. Total number of 

markets with improved 

storage and processing 

facilities; 

2.5. Improved 

communication systems 

in pastoral areas; 

2.6. Total number of 

markets constructed 

with improved storage 

and processing facilities.  

2.7. Quantity of local 

production available for 

subsistence and markets.   

 

Ongoing: 

2.1. Drought Resilience and Sustainable 

Livelihood Programme (Regional 

Operation 

 

Annex 2:  Indicative Lending Program 2017-195 

Year  Projects Name Sector 

Financing Source (UA, million) 

ADB Public TSF ADF RO Climate funds Total 

National Operations 

                                                 
5 The Government of State of Eritrea has requested the Bank for continued support in agriculture sector. This discussion will continue during the mission to Eritrea.    
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2018 
Drought Resilience and Sustainable Livelihood Support Program 

(DRLSP) 
Agriculture   10.0   10.0 

2018 Enable Youth and Skills Development Project Agriculture  5.0 5.0   10 

2019 
Resilient Water and Sanitation Infrastructure Support Project 

(RWSISPRC) 
Water and sanitation  5.0    5.0 

  TOTAL        25.0 
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Annex 3:  Bank’s On-going Operations and Performance Indicators as at 31st August 2017 

Project Name Window 

Approv

al 

Date 

Final Disb. 

Date 

Net loan and Grant 

(UA ) 

Disb. 

Ratio 

Age 

Yea

rs 

IP 

Ratin

g* 

DO 

Ratin

g* 

Overall rating* 

Skills Development for Employability and 

Entrepreneurship 

ADF 

(Loan) 3-Mar-

15 
30-Jun-20 

7,580,000.00 0.03  

2.5 

 

2.5 2.5 2.5 
Skills Development for Employability and 

Entrepreneurship  

ADF(Gra

nt) 
5,920,000.00 13.4 

Support to Technical and Vocational Education and 

Training 
ADF 

30-Nov-

15 

31-Dec-17 
12,020,000.00 

79.0 
5.8 3 3 3 

Eritrea -DRSLP II 
ADF(Lo

an) 26-Jan-

14 
31-Dec-20 

5,750,000.00 
14.6 

 

2.8 

 

2.9 2.9 2.9 

Eritrea-DRSLP II 
ADF(Gra

nt) 
5,750,000.00 

6.26 

Groundwater Assessment, Aquifer Mapping and Well 

Development 
ADF 

18-Nov-

16 

 

30-Jun-18 

 

467,860.14 2.14 0.8 Not yet rated 

PFM and Statistics Technical Assistance and Capacity 

Building 
ADF 4-Jul-16 30-Dec-20 4,500,000.00 2.41 1.2 2 2 2 

Capacity Building in the Mining Sector Project ALSF 
1-Nov-

16 
31-Dec-17 181,970.38 0 0.7 Not yet rated 

Drought Resilience and Sustainable Livelihoods 

Programme (DRSLP IV) 
ADF 

24-Jan-

17 
31-Dec-22 5,310,000.00 3.4 0.6 2.5 2.5 2.5 

Total    
    47,479,830.52 

 

25% 2.0     3.0  

Source: ADB Data Base 

* The performance ratings for the Support to Higher Education Development Project (approved in 2010) have been extracted from the SAP database (scale of 0-3) and converted on the IPR scale (1-4). 

Project performance rating scale in IPR:           

1 = Highly unsatisfactory 

2 = Unsatisfactory 

3 = Satisfactory 

4 = Highly satisfactory 



 

VI 

 

Annex 4:  History of Bank Group Operations (as at August 31st 2017) 

Project Name 

Amount 

Approved 

(UA ) 

Date of 

Appro

val 

Date of 

Signatu

re 

Date of 

Effectiven

ess 

Closing Date 

Amount 

Disbursed 

(UA) 

Amount 

Cancelle

d  (UA) 

Net 

Commitmen

t (UA) 

% 

Disburseme

nt 

Status 

Agriculture & Rural Development  

1. Central Highlands 
Horticulture 

8,500,000 12-
Dec-96 

29-
May-97 

29-sept-98 28-Feb-05 8,217,882 282,118 8,217,882 100% Completed 

2. National Livestock 

Development  

10,024,000 19-nov-

97 

16-Feb-

98 

17-sept-98 30-Sept-06 10,024,000 - 10,024,000 100% Completed 

3. Fisheries Infrastructure 
Develop 

11,500,000 19-nov-
97 

16-Feb-
98 

24-nov-98 30-June-06 11,261,558 238,442 11,261,558 100% Completed 

4. Drought Resilience and 

Sustainable Livelihoods 
Support Program II 

11,500,000     Nov-

2014 

6-May-

15 

31-July-15 Dec-2020 508,646.45   11,500,000 2.58%       On-going  

5. Drought Resilience and 

Sustainable Livelihoods 

Support Program IV 

5,310,000 24-Jan-

17 

22-

June-17 

24-July-17 31-Dec-22 179,094 - 5,310,000 3.4% On-going 

   Sub-total  46,834,000         30,191,180 520,560 46,313,440 
  

Multi-sector  

6. Emergency & 

Reconstruction Program. 

19,900,000 10-

May-01 

30-

May-01 

16-Aug-01 31-Mar-08 19,900,000 -  19,900,000 100% Completed 

7. Economic & Financial 

Management prog. 

1,070,000 17-Jun-

98 

6-Apr-

99 

7-Apr-00 31-Dec-02 944,750 125,250 944,750 100% Completed 

8. Hum. Relief to Victims 

of 2002 Drought 

333,607 2-Apr-

03 

  31-Dec-04 139,290 194,317 139,290 100% Completed 

9. PFM And Statistics 
Technical Assistance and 

Capacity Building 

4,500,000 4-Jul-
16 

 

10-Oct-
16 

25-Nov-16 31-Dec-20 108,226.72 - 4,500,000.00 2.41% On-going 

10. Capacity Building in 
Mining Sector Project 

181,970.38 1-Nov-
16 

- - 31-Dec-17 0  181,970.38 0 On-going 

   Sub-total 25,803,607         21,092,267 319,567 25,666,010 
  

Urban Development  

11. Asmara Infrastructure 
Study 

1,930,000 14-
Dec-00 

5-Feb-
01 

2-Jun-03 31-Mar-07 1,853,741 76,259 1,853,741 100% Completed 

    Sub-Total 1,930,000         1,853,741 76,259 1,853,741 
  

Social Sector 

12 a. Support to Educ. 

Sector -ADF Loan 

13,600,000 10-nov-

04 

02-

Mars-
05 

30-Jun-05 30-Dec-11 13,558,687 41,313 13,558,687 100% Completed 

12 b. Support to Educ. 

Sector -ADF Grant 

5,030,000 10-nov-

04 

02-

Mars-
05 

30-Jun-05 30-Dec-11 5,030,000 - 5,030,000 100% Completed 

13. Support to Higher 

Education  

12.900,000 28-Apr-

10 

27-

May-10 

27-May-

10 

31-Dec-16 12,900,000 - 12,900,000 100% Completed 

14. Vocational & Tech. 
Educ. Training 

12.020,000 30-nov-
11 

15-Dec-
11 

13-Apr-12 31-Dec-16 9,368,851.5
7 

- 12,020,000 77.94% On-going 

  



 

VII 

15. Skills Development for 

Employability & 
Entrepreneurship 

15,000,000 Mar 

2015 

6-May-

15 

31-July-15 June 2020 796,758.14l   13,500,000.0

0 

5.9% On-going 

     Sub-Total 58,550,000         36,921,245 41,313 43,508,687     

Water Supply and Sanitation Sector 

16. Groundwater 

Assessment, Aquifer 

Mapping and Well 
Development 

467,860 18-

Nov-16 

- - 30-Jun-18 10,026  467,860  On-going 

Sub-Total 467,860     10,026  467,860   

Transport Sector 

17. Recovery & Rehab 

Program 

5,530,000 11-

sept-96 

08-nov-

96 

24-nov-97 31-Mar-01 5,430,260 99,740 5,430,260 100% Completed 

     Sub-Total 5,530,000 
    

5,430,260 99,740 5,430,260 
  

     Grand Total 139,115,467         95,498,719 1,057,439 123,239,998 
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Annex 5: Country Portfolio Performance Improvement Plan (CPIP) 
 

Thematic Issues  Problems identified 
Measures Recommended  

 
Measurable Indicators  

Party 

Responsible  
Time frame Expected Outcomes  

1) Procurement and 

Disbursement 

 

Insufficient knowledge of 

the Bank’s rules and 

procedures for the 

procurement and 

disbursement 

Systematize capacity 

building programmes: 

 

a).Provide training to PMUs 

every 2 years 

 

b).Launch of fiduciary clinics 

 

c).Familiarization visit of 

PMUs to Bank Regional 

Resource Centre, etc.). 

a). Bank organizes at least one training 

session in Eritrea  on a biannual basis  

 

b).All new projects are launched by a team 

always including a procurement & a 

disbursement experts 

 

c).  PMU team undertakes a familiarization 

visit to Bank Regional Resource Centre 

during project first year 

AfDB a). Every 2 

years 

 

b).When needed 

 

c).At project 

first year 

 Mastery of 

Bank 

procedures 

by PMUs 

 

 

 Projects 

comply with 

the 

procurement 

plan 

Close monitoring and annual 

updating of the procurement 

plan (PP) 
100% of projects submit to the Bank the 

updated procurement plan no later than 

January 30 of the current year. The 

procurement plan is monitored at each 

supervision mission fielded by the Bank. 

AfDB Continuous 

Include a procurement expert 

in the supervision at least 

once a year and per project 

A procurement expert participates at least in 

one supervision mission a year and per 

project 

AfDB Continuous 

Delays in the procurement 

process 

Improve the quality of 

procurement documents 

submitted by PIUs 

Reduction in the number of procurement 

documents rejected for non-compliance 

with Bank procedures 

Govt./PMU Continuous 

Comply with standard 

timeframes for procurement 

documents processing and 

contracts approval at country 

level 

For each contract, the procurement  

timeframe does not exceed the overall 

timeframe allotted for the process in the 

procurement plan (PP) by one month 

PMU  

 

Continuous 

 

 

Comply with standard 

timeframes for documents 

approval (no-objection) at 

Bank level 

AfDB Continuous 

2) Project external 

audit 

Delay in submission of 

audit report to the Bank 

Start early the process of 

recruitment of the auditor 

For all projects the recruitment process of 

auditors is completed and the contract 

signed before the end of the fiscal year to 

be audited. 

PMU Continuous Timely submission of all 

audit reports to the Bank 

Submit audit report 6 months 

after closing of fiscal year 

All project audit reports are submitted to 

the Bank 6months after the closing date of 

fiscal year 

3) Project 

Counterpart funds 

Delay in payment of the 

counterpart funds 

Ensure counterpart funds are 

planned every year in the 

national budget 

For each project the counterpart funds are 

effectively planned in the national budget 

PMU/GoSE Annually Timely payment of 

counterpart funds 

Follow up and ensure 

payments are effected timely 

as planned  

For each project payment of counterpart 

funds is effected as planned  

 



 

IX 

Annex 6:  Lessons Learned 

 
Regarding Strategy 

i. An innovative approach to addressing the low agriculture productivity will allow Eritrea to move towards achieving inclusive and sustainable 

growth. As an example, the Bank’s infrastructure interventions should be designed to more directly contribute to the inclusive and sustainable 

growth of Eritrea; 

ii. Rigorous selectivity with emphasis on fewer but larger, transformative and integrated interventions reduces transaction costs and maximizes 

development impact. Given Eritrea’s small ADF allocation, only key interventions and outcomes should be prioritized; 

iii. Systematically mainstreaming gender in Bank operations and the measurement of the corresponding outcome s will promote gender-balanced 

inclusive growth. Explicit gender targets and systematic frameworks to monitor progress will ensure that Bank operations promote gender equality 

and women empowerment;    
 
Regarding portfolio 

iv. High project quality at entry (QaE) and project readiness for implementation expedite project implementation and the realization of programmed 

results. Instruments like the project preparation facility should be harnessed to improve project QaE; 

v. Rigorously enforcing the readiness filter (RF) for regional operations (ROs) will avert some of the implementation bottlenecks that are currently 

affecting the ROs. Rigorous application of the RF to ROs will ensure that project management teams, implementation and procurement plans are 

in place prior to Board approval;  
 
For the Government 

vi. Streamlining processes such as procurement, and contract management accelerates implementation progress and guarantees the timely delivery of 

programmed development results. Embarking on advance procurement prior to Board approval and strengthening contract management capacities 

will expedite project implementation and guarantee the timely delivery of results; 

vii. The national regulatory and legal framework presents opportunities for promoting inclusive growth. For instance, including provisions in the public 

procurement legislation on the mandatory use of a minimum share of local labour and specification of activities to be undertaken by youth and 

women in certain contracts will enhance inclusive growth; 
 
For Development Partners (DPs) 

viii. Sustained engagement and dialogue is useful in safeguarding mutual accountability and resolving any impediments to the provision of external 

support. The commitment to information sharing among the DPs is important in Eritrea as the Government still maintains to deal bilaterally with 

each DP; and  
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Annex 7:  Comparative Socio-Economic Indicators 

 

Year Eritrea Africa

Develo-    

ping         

Countries

Develo-       

ped  

Countries

Basic Indicators

Area ( '000 Km²) 2016 118 30,067 94,638 36,907
Total Population (millions) 2016 5.4 1,214.4 3,010.9 1,407.8
Urban Population (% of Total) 2016 29.9 40.1 41.6 80.6
Population Density  (per Km²) 2016 53.0 41.3 67.7 25.6
GNI per Capita (US $) 2014  680 2 045 4 226 38 317
Labor Force Participation *- Total (%) 2016 83.9 65.6 63.9 60.3
Labor Force Participation **- Female (%) 2016 77.7 55.6 49.9 52.1
Gender -Related Dev elopment Index  Value 2007-2013 0.459 0.801 0.506 0.792
Human Dev elop. Index  (Rank among 187 countries) 2014 186 ... ... ...
Popul. Liv ing Below  $ 1.90 a  Day  (% of Population) 2008-2013 ... 42.7 14.9 ...

Demographic Indicators

Population Grow th Rate   - Total (%) 2016 2.4 2.5 1.9 0.4
Population Grow th Rate   - Urban (%) 2016 5.0 3.6 2.9 0.8
Population < 15 y ears  (%) 2016 42.5 40.9 28.0 17.2
Population >= 65 y ears  (%) 2016 2.7 3.5 6.6 16.6
Dependency  Ratio (%) 2016 82.4 79.9 52.9 51.2
Sex  Ratio (per 100 female) 2016 100.5 100.2 103.0 97.6
Female Population 15-49 y ears (% of total population) 2016 24.4 24.0 25.7 22.8
Life Ex pectancy  at Birth - Total (y ears) 2016 64.6 61.5 66.2 79.4
Life Ex pectancy  at Birth - Female (y ears) 2016 66.7 63.0 68.0 82.4
Crude Birth Rate (per 1,000) 2016 32.7 34.4 27.0 11.6
Crude Death Rate (per 1,000) 2016 6.2 9.1 7.9 9.1
Infant Mortality  Rate (per 1,000) 2015 34.1 52.2 35.2 5.8
Child Mortality  Rate (per 1,000) 2015 46.5 75.5 47.3 6.8
Total Fertility  Rate (per w oman) 2016 4.1 4.5 3.5 1.8
Maternal Mortality  Rate (per 100,000) 2015 501.0 495.0 238.0 10.0
Women Using Contraception (%) 2016 21.2 31.0 ... ...

Health & Nutrition Indicators

Phy sicians (per 100,000 people) 2004-2013 5.0 47.9 123.8 292.3
Nurses and midw iv es (per 100,000 people) 2004-2013 58.3 135.4 220.0 859.8
Births attended by  Trained Health Personnel (%) 2010-2015 34.1 53.2 68.5 ...
Access to Safe Water (% of Population) 2015 57.8 71.6 89.3 99.5
Healthy  life ex pectancy  at birth (y ears) 2013 55.7 54.0 57 68.0
Access to Sanitation (% of Population) 2015 15.7 39.4 61.2 99.4
Percent. of Adults (aged 15-49) Liv ing w ith HIV/AIDS 2014 0.7 3.8 ... ...
Incidence of Tuberculosis (per 100,000) 2014 78.0 245.9 160.0 21.0
Child Immunization Against Tuberculosis (%) 2014 97.0 84.1 90.0 ...
Child Immunization Against Measles (%) 2014 96.0 76.0 83.5 93.7
Underw eight Children (% of children under 5 y ears) 2010-2014 38.8 18.1 16.2 1.1
Daily  Calorie Supply  per Capita 2011 ... 2 621 2 335 3 503
Public Ex penditure on Health (as % of GDP) 2013 1.5 2.6 3.0 7.7

Education Indicators

 Gross Enrolment Ratio (%)

      Primary  School       -   Total 2010-2015 51.2 100.5 104.7 102.4
      Primary  School       -   Female 2010-2015 47.1 97.1 102.9 102.2
      Secondary  School  -   Total 2010-2015 35.5 50.9 57.8 105.3
      Secondary  School  -   Female 2010-2015 31.6 48.5 55.7 105.3
Primary  School Female Teaching Staff (% of Total) 2010-2015 37.5 47.6 50.6 82.2
Adult literacy  Rate - Total (%) 2010-2015 73.8 66.8 70.5 98.6
Adult literacy  Rate - Male (%) 2010-2015 82.3 74.3 77.3 98.9
Adult literacy  Rate - Female (%) 2010-2015 65.6 59.4 64.0 98.4
Percentage of GDP Spent on Education 2010-2014 2.1 5.0 4.2 4.8

Environmental  Indicators

Land Use (Arable Land as % of Total Land Area) 2013 6.8 8.6 11.9 9.4
Agricultural Land (as % of land area) 2013 75.2 43.2 43.4 30.0
Forest (As % of Land Area) 2013 15.0 23.3 28.0 34.5
Per Capita CO2 Emissions (metric tons) 2012 0.2 1.1 3.0 11.6

Sources  :  AfDB Statistics Department Databases;  World Bank: World Development Indicators; last update :

UNAIDS; UNSD; WHO, UNICEF, UNDP; Country Reports.

Note  :    n.a. : Not  Applicable ;  … : Data Not Available. * Labor force participation rate, total (% of total population ages 15+)

** Labor force participation rate, female (% of female population ages 15+) 

August 2016
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Annex 8:  Progress-Towards the Attainment of MDGs  

Goal 1: Eradicate extreme poverty and hunger 19901 20002 20143

Employment to population ratio, 15+, total (% ) 75.8 78.2 78.7

Malnutrition prevalence, weight for age (%  of children under 5) 38.3 34.5 ...

Poverty headcount ratio at $1,25 a day (PPP) (%  of population) ... ... ...

Prevalence of undernourishment (%  of population) ... ... ...

Goal 2: Achieve universal primary education

Literacy rate, youth female (%  of females ages 15-24) ... 69.5 88.7

Literacy rate, adult total (%  of people ages 15 and above) ... 52.5 70.5

Primary completion rate, total (%  of relevant age group) 29.9 43.1 31.2

Total enrollment, primary (%  net) 29.0 32.2 32.9

Goal 3: Promote gender equality and empower women

Proportion of seats held by women in national parliaments (% ) 14.7 22.0 22.0

Ratio of female to male primary enrollment 84.2 84.8 84.5

Ratio of female to male secondary enrollment 69.9 72.5 80.0

Goal 4: Reduce child mortality

Immunization, measles (%  of children ages 12-23 months) 88.0 99.0 96.0

Mortality rate, infant (per 1,000 live births) 61.2 40.7 36.1

Mortality rate, under-5 (per 1,000) 94.1 58.0 49.9

Goal 5: Improve maternal health

Births attended by skilled health staff (%  of total) 20.6 28.3 ...

Contraceptive prevalence (%  of women ages 15-49) 8.2 14.1 19.0

Maternal mortality ratio (modeled estimate, per 100,000 live births) 1000.0 530.0 380.0

Goal 6: Combat HIV/AIDS, malaria, and other diseases

Incidence of tuberculosis (per 100,000 people) 165.0 103.0 92.0

Prevalence of HIV, female (%  ages 15-24) ... ... 0.3

Prevalence of HIV, male (%  ages 15-24) ... ... 0.1

Prevalence of HIV, total (%  of population ages 15-49) 2.2 0.8 0.6

Goal 7: Ensure environmental sustainability

CO2 emissions (kg per PPP $ of GDP) 1.3 0.7 0.7

Improved sanitation facilities (%  of population with access) 11.0 13.2 ...

Improved water source (%  of population with access) 52.1 60.2 ...

Goal 8: Develop a global partnership for development

Net total ODA/OA per capita (current US$) 39.2 25.9 13.2

Internet users (per 1000 people) 0.2 0.0 8.0

Mobile cellular subscriptions (per 1000 people) ... 25.4 49.8

Telephone lines (per 1000 people) 7.2 8.7 9.8

Sources  :  ADB Statistics Department Databases;  World Bank: World Development Indicators; last update :

UNAIDS; UNSD; WHO, UNICEF, WRI, UNDP; Country Reports,

Note  :    n,a, : Not  Applicable ;  … : Data Not Available,
1  Latest year available in the period 1990-1999;  2  Latest year available in the period 2000-2009;  3  Latest year available in the period 2010-2014

January , 2017
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Annex 9:  Linkages between SDGs, TYS and High 5 Strategic Priorities 
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Annex 10: Criteria to inform the Eritrea I-CSP strategic choices 

 
Strengths  

i. Macroeconomic stability, economic and financial governance. Macroeconomic stability is still a challenge due to external shocks and 

dependence on the mining sector. However, strategies and initiatives are being put in place to improving public sector governance including 
addressing financial and other macroeconomic statistics. This will ensure that financial resources are allocated efficiently and effectively 

and proper utilisation of the resources will be monitored and reported on a timely basis. The macro policy 1994 formulates a comprehensive 

economic revival program aimed at reinvigorating economic growth and in the same vein a multi-pronged poverty reduction strategy aimed 
at addressing the underlying causes of poverty in Eritrea.  Of these economic revival program and strategy proposed, strategies considered 

include measures to ensure that water resources management, development and use can be sustainable, efficient and equitable.  

ii. Climate change and green growth framework. The National Indicative Development Plan mainstreams environmental management and 
climate change and recognizes the relationship between sustainable environmental management and poverty. The National Environmental 
Management Plan for Eritrea emphasizes the need for integrated approach involving all relevant sectors to improve the understanding of 

scientific and human interactions and integrated management. In this approach, all stakeholders are encouraged to promote environmental 

protection as well as to actively take measures to upgrade the environment such as planting trees and terracing, activities sometimes 
performed by national service conscripts. As the mining activity increases, the Government provided a National Environment Impact 

Assessment Procedures and Guidelines (2009) to fulfill the obligations required for maintaining a safe and healthy environment; and through 

which the application of its procedures determine the potential negative environmental consequences of all development projects. The 
Government’s focus on increasing production and productivity in the eastern and western lowlands will impact negatively on the 

environment. In addition, about 70% of the majority of the population derives their livelihoods from the use of natural resources and this is 

reflected in increased use of wood and charcoal for cooking purposes. 

iii. Youthful population. The youth account for over 50% of the total population, with females accounting for 51% of the youth and 80% of 

the youth reside in rural areas. Investing in the requisite skills and technology will help building resilience as it will create more opportunities 
and enhance women and youth involvement in alternative income generating activities. This will benefit a large portion of the population, 

notably marginalized groups, such as adults, over-age and out of school children. These measures are promoting gender equality and 

empowerment and economic inclusion. 

Opportunities 

i. Regional Economic Integration and trade. Eritrea is strategically located in the Horn of Africa with easy access to the countries in the 
Middle East particularly Saudi Arabia, among others. This, in addition to its continued investments in infrastructure especially at the coast 

and other financial sector reforms will deepen Regional integration, increase regional trade, consequently contributing to a reduction in the 
country’s large trade deficit. 

 
Weaknesses 

i. Delayed economic transformation. Due to limited agriculture transformation, GDP has remained low and economic transformation has 
been delayed which has exacerbated the unemployment and underemployment challenges. The agriculture sector is still a major source of 

employment and exports but with limited diversification and low value addition. This indicates that whereas resources are being deployed, 
this transition needs to be accelerated to generate the required economic transformation to economy. 

ii. Limited private sector development. The private sector in Eritrea is still at its infancy stage and this is attributed to infrastructure 
bottlenecks especially roads and energy, skills deficits and miss-match which constrain enterprise growth. Investments in infrastructure 

need to be sustained to reduce the cost of doing business and the Ministry of Investments requires more support to promote entrepreneurship 

and enterprise development. 

iii. Infrastructure bottlenecks. Especially in the agriculture, water and sanitation sectors, have been identified by NIDP as key constraints to 

Eritrea’s economic transformation to inclusive and sustainable growth. With respect to the agriculture and water sector, Eritrea is categorized 
as a water scarce country. Its annual water availability is highly variable both within a year and over the years. Drought is a recurring 

phenomenon with a considerable impact on water resources and dire adverse impacts on food security and general nutrition in the country. 
Just for indicative comparison the occurrence of drought years of 1913 - 1914, early 1940, 1973 and 1984 were compared with the long 

term average rainfall for Asmara station and it has been proved that the rainfall record on those years were far below the average. The need 

to manage and combat droughts as well as other associated slow on-set disasters through efficient allocation, redistribution, transfer, storage 
and efficient use of water resources is crucial. Furthermore focus should be made on development of the water resources of the country for 

economic and social benefits of the people, on equitable and sustainable basis. 

Challenges 

i. Instability and insecurity in the Horn of Africa (HoA).  The GoSE is opening up to greater engagement and collaboration on development 

issues with development partners on key issues. Eritrea’s reengagement with the international community has continued to improve after a 
considerable period of inactivity. 
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Annex 11:  Selectivity criteria to inform I-CSP strategic choices 

 
i. Eritrea’s most pressing developmental issues/challenges. Infrastructure deficits notably in agriculture continue to peg back efforts 

to transform the economy to inclusive and sustainable growth. In the case of the water sector, there is urgent need to establish the 

available potential of the national water resources and maximize its availability for sustainable use. Further, limited private sector 

development due to infrastructure bottlenecks, skills gaps and mis-match also needs to be addressed to position the private sector 

as the primary engine of growth through agri-business and agro-processing development. 

 

ii. Alignment to Eritrea’s strategic framework. As discussed in Section III.1, the I-CSP will be aligned with the country National 

Indicative Development Plan 2014-2018 and other sector specific strategic plans including the 2018-2022 Agriculture Strategic 

Plan, and National Water Supply Action Plan etc. The I-CSP’s strategic focus will be re-assessed at midterm review in 2019 to 

ensure alignment with the national development priorities post NIDP 2014-2018. 

 

iii. Alignment to the Bank’s Ten Year Strategy, notably the Bank’s TYS 2013-22 with the key objectives of inclusive and green 

growth. The interventions proposed in the new I-CSP 2017-19 will reflect these objectives as well as the TYS core and special 

areas of emphasis or High 5s.   

 

iv. Outcome of stakeholder consultations. Discussions with the Government and country stakeholders on promoting inclusive 

growth, particularly by addressing bottlenecks in agriculture sector and water infrastructure and catalysing private sector 

development. As discussed in sections II and III, these intervention areas will form the strategic focus of the new I-CSP. 

 

v. Development Partners activities. A review of on-going development partner’s support in Eritrea indicates that investments in the 

agriculture sector needs special attention to achieve the country’s strategic objective of achieving food security, nutrition and job creation 

for the youth who are the majority of the population. Engagements with Government and development agencies reflect also the 

strong urgency for the intervention in the water sector in the rural communities. The Bank’s proposed support to agriculture and 

water infrastructure development under the new I-CSP will therefore augment the Government’s efforts to scale-up the required 

investments.   

 

vi. Building on the Bank’s past achievements, comparative advantage and aid effectiveness. Given the need to improve agriculture 

productivity and food security, the need to improve the quality of life especially in the rural areas, investment in agriculture related 

infrastructure is necessary to achieve Eritrea’s objective of transforming the economy to inclusive and sustainable growth.   

 

vii. Key Lessons learned. The I-CSP completion report and CPPR will generate several lessons to inform the new I-CSP. Lessons will 

also be drawn from the other project implementation from the development partner currently based in Asmara. A key emerging lesson 

is that rigorous selectivity in a few areas where the Bank has a comparative advantage and improved quality at entry will maximise the 

development impact of the Bank’s support to Eritrea. 

 

viii. Drawing on knowledge work. The design of the Bank’s new I-CSP will be informed by various knowledge products including 

those conducted by the Bank, Government and other Development Partners as discussed in section VI.1. In particular, several 

analytic briefs and studies are being prepared to generate knowledge on sectors and thematic areas of great importance to Eritrea. 

The knowledge products include analytic briefs on: Inclusive Growth, Green Growth, skills development and opportunities for 

job creation and other economy Analysis including an assessment of the key drivers of fragility. The Bank has also financed the 

preparation of the only special gender profile that has informed some of the section of this concept note.   
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Annex 12: Key messages from the Analytic Briefs underpinning the I-CSP 

1. Inclusive and Sustainable Growth 2. Skills development challenges 

Highlights of the key findings include the following: 

 Effects of climate change on Eritrea have been recognized as one 

of the key challenges to Eritrea’s development. Deforestation has 

resulted from expansion of agriculture and the quest to meet the 

energy needs of the population which has resulted into the cutting 

of trees for fuel-wood. Overall, the degradation of land is one of 

the key environmental problems caused by the following factors: 

(i) inappropriate land management (ii) unsustainable agricultural 

practices, and (iii) overgrazing and deforestation resulting in 

clearing of vegetation cover and increased soil erosion. It is 

estimated that the annual rate of soil loss from cropland is 12–17 

tons/ha and crop yield is declining at the rate of 0.5% per annum 

owing to soil erosion.   

 Government has fully recognized this challenge and has 

responded by undertaking setting up the necessary 

institutional framework and also initiated various strategies to 

combat climate change effects as highlighted in the note. The 

government of Eritrea has also devised various mitigation and 

adaptation measures. 

 Albeit all these initiatives, there are various challenges that 

constrain Eritrea to fully implement the strategies designed by 

government. Key among them include: (i) financing of the 

strategies (ii) lack of human capacity within institutions to fully 

implement green growth strategies at various levels of government; 

(iii)there is weak inter-Institutional coordination and 

communication between government agencies; (iv) there is 

systemic lack of capacity in government institutions to drive the 

agenda of green growth strategies; (v) there is limited awareness 

about green growth especially among the communities and there is 

no law to enforce it. 

 The important role of education in enhancing national 

productivity, innovation and competitiveness is clearly 

stated in Eritrea’s NIDP–2013-2017. Most 

significantly, the plan documents the previous 

challenges to national development, including the 

challenge of human capital development, partly due to 

the discrepancy between the demand for and supply of 

skills. Indeed, the available documentation 

demonstrates this mismatch. According to the NIDP, 

the mismatch is highlighted by the fact that available 

training and skills attained by graduates does not meet 

the demand or opportunities available in the labour 

market. This has, in varied ways, contributed to youth 

unemployment in the country.  Hence in the current 

plan, the education sector has focused on increasing 

access and equity, improving the quality and relevance 

of education and providing the competent human 

resources necessary for achieving the nation’s 

economic development and innovation strategy.  

 The sector’s key objectives include increasing access 

to senior secondary education and expanding 

vocational and technical training. The plan is to give 

top priority to the production of high-quality human 

capital by producing highly trained and skilled 

graduates who capable of mastering and exploiting the 

available technology for socio-economic development 

of the country. In this regard, the BTVET subsector in 

Eritrea aims to produce semi-skilled and skilled 

intermediate-level technicians to meet the demand for 

labour and improved productivity.  
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Annex 13: Matrix of Development Partners Coordination 

 
Key Development Partners and Areas of Intervention 

 

Development Partner Operational Framework and Funding Areas of Focus 

African Development 

Bank Group 

UA26.7 million for the Interim Country 

Strategy Paper 2014-2016 

Skills Development (TVET) in the education sector, Agriculture sector 

(DRSLP II &IV), PFM and Statistics, Capacity building in the mining 

sector.  

Islamic Development 

Bank 

US$200,000 to cover the period 2013-2017 Elementary education 

World Bank No WB Program in place since 2009. Not Applicable. 

EU The cycle covers  2016-2020 and amounts to 

€200 million  

Energy development, Governance and Public Finance Management, 

National Audit Office and other related initiatives/Technical 

Cooperation Facility. 

IFAD Four Year Plan. Annual allocation estimated at 

US$ 15-16 million. 

Rural development, food security, crop and livestock production and 

irrigation. 

UN System The Strategic Partnership Cooperation 

Framework (SPCF) 2017-2021. About US$ 

188 million is the indicative resource package.   

The strategic priority areas are: (1) Basic social sectors (education, health 

and social protection); (2) National capacity development; (3) Food 

security and sustainable livelihoods; (4) Environmental sustainability; 

(5) Gender equity and advancement of women.  

Norway Strategy Paper (2009-2010). US$ 10.0 million 

annually 

Capacity building, health, and education and political dialogue 

IMF No Fund Program in place.  Article IV Consultation Report. However, a joint Economic Brief was 

prepared together with UNDP, AfDB, and World Bank. Capacity 

building initiatives are conducted by Afritac.  

China, People’s Republic                    Telecommunications Project US$ 20 million + 

Cement Factory US$ 40 million. 

Telecommunications, industry, education and agriculture for food 

security. 
                                Source: AfDB, UN and Government 

 

http://europa.eu/rapid/press-release_IP-15-6298_en.htm


 

XVII 

 

Annex 14:  Summary of emerging messages from consultations with Stakeholders 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

Government Authorities 

o According to the Bank’s estimates, the share of agriculture sector contribution to GDP has remained at 17%, largely due to 

weak rural infrastructure, low use of yield enhancing inputs and technologies, insufficient irrigation systems, inadequate 

post-harvest storage facilities, lack of skills, and extension services for support to farmers and inefficient land management 

systems which drive low agricultural productivity and continue to constraint the country’s agricultural growth potential. 
 

o Years of poor rainfall have led to severe droughts that have affected 60-70% of the country. These adverse climatic 

conditions render Eritrea very prone to droughts which in turn lead to low agricultural production and chronic food 

shortages.    

Development Partners 
o The Bank’s focus on agriculture development is consistent with the country’s most priority sector. The DPs pointed out 

the need for Eritrea to finding alternative sources and, particularly, transforming the agricultural sector as the pathway to 

promoting inclusive and sustainable economic growth in the country 
 

o The dialogue indicated the need to address various challenges in priority value chains, in order to transform Eritrean 

agriculture into a competitive and inclusive sector that creates wealth, improves lives and secures the environment. In 

addition, the development of skills demanded by the private sector, improving access to finance and developing business 

linkages to promote agri-business/ agro-industry and related value chains are some of the key interventions that will drive 

economic transformation.  
 

o Opportunities for co-financing and collaboration exist, notably in infrastructure development and supporting MSMEs as a 

vehicle to transformative inclusive growth, and should be exploited. 
 

o Cross-sectoral interventions which offer integrated development solutions have the potential to maximize development 

outcomes. Furthermore, interventions that effectively target youth and women will also ensure inclusive growth. 

 

Private Sector and Organisations representing women and youth 
o Support to infrastructure development should be augmented with interventions that allow MSMEs to grow and also 

engage in higher value added production particularly in agriculture; 
 

o Business development (via improving access to finance, business advisory support), development of employable skills, 

and improving market access/ linkages are key for business growth and economic transformation. Skills gaps are 

particularly high in the high-potential sectors of manufacturing (textile, garment and leather), energy (renewables/off-

grid), construction (mid-level technicians such as artisans, masons, plumbers), ICT (repair, parts assembly), tourism 

(language, soft skills), and agri-business/ agro-industry.  
 
 
o The Bank should consider undertaking more regular business development activities to, among other things; publicize 

the various opportunities and financial instruments for supporting private sector development. 
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Annex 15: List of Stakeholders consulted 

 
Name Position  Organization 

H.E. Berhane Habtemariam, Minister  Ministry of Finance 

H.E. Arefaine Berhe,  Minister Ministry of Agriculture 

H.E. Dr. Ghiorgis Teclemichael Minister Ministry of National Development 

Mr. Alarm Kibreab Director General (DG) Mines/MoE 

Mr. Tesfai Zekarias Director General (DG) Energy/MoE 

Mr. Abraham Woldemichael General Manager  Electric Corporation/MoE 

Dr. Goitom Woldemariam General Manager Eritrean Development & Investment Bank 

Mr. Amanuel Isaac Audit Director Office of the Auditor General  

Mr. Taddesse Woldeyohannes Director General Ministry of Trade and Industry 

Mr. Gebregziabher Ghebremedhin  Director, Policy, Regulation, and Research Ministry of Trade and Industry 

Mr. Menghis Samuel Chairman of the Board of Directors Eritrean National Chamber of Commerce  

Mr. Tadesse Beraki Head of Trade Promotion  Eritrean National Chamber of Commerce 

Mr. Kidane Berhane Director General  Ministry of Public Works 

Mr. Kibreab Woldemariam  Governor  Bank of Eritrea 

Ms. Gabriella Soos Economic attache  European Union  

Mrs. Martha Woldeghiorghis   Director General (DG)  Treasury Department/MoF  

Mr. Daniel Tesfaldet Director General (DG) Ministry of Finance 

Mr. Woldeab Semere Director Public Accounts Ministry of Finance  

Mr. Yemane Adal Director General Ministry of Finance 

Mr. Negusse Tewedeberhan  Internal Auditor Ministry of Finance 

Mr.  Mekonen Tesfatsion Director Internal Audit Ministry of Finance 

Mr. Efrem Tesfai Director International Cooperation  Ministry of Finance 

Mr. Mohamednur Aman Director General Ministry of Finance 

Mr. Efrem Tesfai Director, International Cooperation Ministry of Finance 

Mr. Berhane Alem Director, HRD Ministry of Finance 

Mr. Tesfaldet Woldu Budget Unit Head Ministry of Finance 

Mr. Nesredin Mustafa Procurement Dept. Ministry of Finance 

Mr. Samuel Teklehaymanot Public Debt Division Ministry of Finance 

Mr. Menelik Abraham Head Procurement Unit Ministry of Finance 

Mr. Teweldeberhan Negusse Internal Audit Ministry of Finance 

Mr. Tekeste Mesfun Head of Procurement Divison Ministry of Finance 

Mrs. Nighisti Gebreyesus Division Head Public Debt Ministry of Finance 

Mrs. Meron Naizghi Administration Ministry of Finance 

Mr. Simon Ghebrekrstos  Ministry of Finance 

Mr. Daniel Tewelde  Ministry of Finance 

Mr. Michael Tesfay MIS Ministry of Finance 

Mr. Alemseghed Asghedom Director, Planning and Statistics Ministry of Agriculture 

Mr. Hadgu G/Endrias. Project Coordinator PMU/ Ministry of Agriculture  

Mr. Hailemichael Berhe Financial Controller PMU/ Ministry of Agriculture  

Mr. Heruy Asghedom DG, Agricultural extension Ministry of Agriculture 

Mr. Bereke Ogbamichael  Director, Crop and Animal Production Ministry of Agriculture 

Mr. Asfaha Berhe Procurement Officer Ministry of Agriculture 

Mrs. Tseghana Tewolde Budget & Accounts Ministry of Agriculture 

Mr. Mebrahtu Gilagaber General Manager Ministry of Education 

Mr. Biniam Yirgalem Finance Manager PMU/ Ministry of Education  

Mr. Michael Ghebregziabher Procurement Head Ministry of Education 

Mr. Esayas Tesfai Procurement Officer Ministry of Education 

Mr. Yonas Asgedom  Ministry of Education 

Mr. Ezana Mebrahtom Procurement Officer Ministry of Education 

Mrs. Niyat Nega Procurement Officer Ministry of Education 
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Annex 16:  CPIA Ratings 2009-2016 (0-5) 

 

Year 

A. Economic Management B. Structural Policies C. Policies for Social Inclusion / Equity D. Public Sector Management and Institutions Overall 

Country 

Performance 

Rating 
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 

Macro-

Economic 

Managem

ent 

Fiscal 

Policy 

Debt 

Polic

y 

Regi

onal 

Integ

ration 

and 

trade 

Fina

ncial 

Sect

or 

Busine

ss 

Regul

atory 

Enviro

nment 

Gen

der  

Equ

ality 

Equi

ty of 

Publ

ic 

Res

ourc

e 

Use 

Buil

ding 

Hum

an 

Reso

urces 

 

Soci

al 

Prote

ction 

and 

Labo

ur 

Enviro

nmenta

l Policy 

& 

Regulat

ions 

Prope

rty 

Right

s & 

Rule 

Based 

Gover

nance 

Quality 

of 

Budgetar

y & 

Financial 

Manage

ment.  

Efficien

cy of 

Revenue 

Mobiliz

ation 

 Quality 

of 

Public 

Adminis

tration 

Transparency, 

Accountability 

& Corruption 

in Pub. Sector 

2016 
1.7 2.0 1.5 2.3 2.0 2.0 3.3 1.5 4.0 2.2 3.0 2.0 2.0 2.5 2.0 2.0 

2.1 

2015 
1.7 2.0 1.5 2.0 2.0 2.0 2.8 1.5 4.0 2.1 3.0 2.0 1.9 2.3 2.1 1.3 

2.1 

2014 1.8 2.0 1.5 2.0 2.0 2.0 2.83 1.5 4.00 2.1 3.0 2.0 1.8 2.2 2.2 1.3 2.1 

2013 
1.5 2.0 1.0 2.1 2.0 2.0 2.8 1.3 3.3 1.9 2.5 1.9 2.1 2.3 2.1 1.5 

2.0 

2012 1.5 2.0 1.0 2.0 2.0 2.0 2.8 1.3 3.0 1.8 2.5 1.9 1.4 2.3 2.0 1.2  1.9 

2011 1.7 2.5 1.0 2.0 2.0 2.0 3.0 2.5 3.5 3.0 2.5 2.5 1.5 2.0 2.0 2.0 2.1 

2010 2.0 2.0 1.5 2.0 2.0 2.0 3.5 3.0 3.5 3.5 3.0 2.5 2.0 2.0 2.5 2.0 2.3 

2009 2.0 2.0 1.5 2.0 2.0 2.0 3.5 3.0 3.5 3.5 3.0 3.0 2.0 2.0 2.5 2.0 2.4 

Source: African Development Bank, 2016  
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Annex 17: African Development Bank - Governance Rating 

 

Year 

Property Rights and 

Rule Based 

Governance 

Quality of Budgetary and 

Financial Management 

 Quality of Public 

Administration 

Efficiency 

of Revenue 

Mobilization 

Transparency, 

Accountability 

and 

Corruption in 

Pub. Sector 

Governance 

(Cluster D) 

2007 3.0 2.0 2.0 2.5 2.0 2.3 

2008 3.0 2.0 2.0 2.5 2.0 2.3 

2009 3.0 2.0 2.5 2.0 2.0 2.3 

2010 2.5 2.0 2.5 2.0 2.0 2.2 

2011 2.5 1.5 2.0 2.0 2.0 2.0 

2012 1.9 1.4 2.0 2.3 1.2 1.7 

2013 1.9 1.5 2.1 2.3 1.5 1.9 

2014 2.0 1.9 2.3 2.3 1.3 2.1 

2015 2.0 1.9 2.0 2.3 1.3 1.9 

2016 2.0 1.9 2.1 2.3 1.5 2.13 
                                                Source: African Development Bank, 2016
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Annex 18:  Detailed Fiduciary Risk Assessment 

 
Elements Average 

Capacity 

Development 

Score  

Initial Risk 

Assessment 

Mitigation measures 

 

Residual Risk 

1. Budget  

1.1 The Budget sub-system capacity is adequate to plan 

(formulate) budgets for programs and/or projects 

1.2 The Budget sub-system capacity is adequate to 

execute budgetary control of programs and/or 
projects 

 

 

0.97 

 

1.10 

 
 

0.84 

 

 

 

 

Substantial 

 

Substantial 

 

 

Substantial 

 

 

 

 Establishing and scaling up the implementation of IFMIS 
 Finalize NDP and adopt a MTEF 

 Streamlining budget procedures, improvements in the 

classification and recording of public spending; reconciliations; 
development of manuals and update of regulations  

 Training of budget holders to develop, monitor, and measure 

their results 

 Inland Revenue to expedite ERITAS roll-out to ensure all six 

(6) regional capital cities are completed and operational 

 Full implementation of internationally recognized budget and 
accounting classification through the use of the GFSM (2001) 

& COFOG  

S 

2. Treasury 

2.1 The Treasury sub-system capacity is adequate to 
manage the inflow of resources and disbursements of 

aid funds.  

2.2 The Treasury Single Account (TSA) is an appropriate 
and reliable way to administer aid funds 

1.45  

 

1.40 
 

 

1.50 

Substantial 

 

Substantial 
 

 

Substantial 

 Implementation of IFMIS to link budget and treasury modules. 

 Consolidate TSA platform improvements with increased 

automation (IFMIS) for reconciliations including donor 
financed projects and Agencies / SOEs operated bank accounts 

 Strengthen the recording of government debts. 

S 

3. Accounting Recording and Reporting 

3.1 The Accounting sub-system capacity is sound and 
capacity is adequate to record program and / or 

project transactions and to provide the basis for 
comprehensive and timely financial reporting 

(account for their progress and financial status) 

3.2 Financial Management information systems (FMISs) 
have flexibility to accommodate specific reporting 

requirements of programs and projects and have 
procedures in place to ensure timeliness and quality 

of information produced. 

3.3 The Financial Accounting sub-system has an 
integrated Fixed Assets module for the proper 

recording and control of assets purchased with 

program / project funds. 

3.4 The Accounting sub-system maintains up to date 
records of the country’s borrowings; and the 

accounting systems are secured against deliberate 
manipulation of data and/or accidental loss of or 

corruption of data. 

3.5 The Accounting systems are secure against deliberate 
manipulation of data and/or accidental loss of or 

corruption of data.  

0.57 

 

0.63 
 

 

 
0.63 

 

 
 

 

0.60 
 

 

 

0.42 

 

 
 

 
0.60 

 

High 

 

High 
 

 

 
High 

 

 
 

 

High 
 

 

 

High 

 

 
 

 
High 

 

 Define / develop and implement the roadmap for adoption of 

IPSAS cash as the government’s GAAP and Reporting 

framework with the roll-out of the Financial Regulations; 
develop a roadmap to move to reporting government 

consolidated financial statements using IPSAS cash basis 

 Implementation and deployment of IFMIS to Zobas; 
 disseminate GoSE updated (2016) Financial Regulations 

including the reporting framework   

 Implement expenditures classification by projects’ 
components, activities or categories without manual 

retreatments as part of financial reporting upgrade; 

 Automation of the budget and accounting processes, Revenue 
Administration and Customs Administration;  

 Implement rigorous financial reporting by all budget entities to 

ensure annual government accounts are prepared and finalized 

in the required statutory timeframe.  

S 
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Elements Average 

Capacity 

Development 

Score  

Initial Risk 

Assessment 

Mitigation measures 

 

Residual Risk 

4. Internal Control  

4.1 The Internal Control sub-system capacity is adequate 
to control the financial operations of programs and 

projects. 

4.2 Competition, value for money and controls in 
procurement are adequate. 

4.3 The Internal Audit function capacity is adequate. 

0.52 

 

1.06 

 
 

 

0 

 

 

0.5 

High 

 

Substantial 

 
 

 

High 
 

 
High 

 Enacting the Chief IA independence and prerogatives through 
the establishment practice framework, an IA charter, a strategic 

plan to align with international standards;  

 Establish code of Conduct or Ethics 
 Develop a risk-based annual audit programs, establish a risk 

management policy & manual, - build a skills mix through the 

recruitment of specialized expertise in IT internal auditors to 
enhance capacity for IT audits and initiate audits through the 

IFMIS system 
 Creating a platform for sharing findings with other control 

entities 

S 

5. External Scrutiny and Audit 

 The SAI has the level of “independence” needed to 

enable it to fulfill effectively its functions. 

5.1 The SAI has the capacity to meet its audit mandate 
 

 

 

0.75 

 

1.0 

 
 

0.50 

 
 

 

High 

 

Substantial 

 
 

High 

 
 

 

 OAG to ensure 100% coverage of central government 
expenditures and over 80% of overall expenditures 

 Fully deploy and operationalize the existing audit tool 

(TeamMate) within OAG 
 OAG to put a mechanism to ensure implementation of audits 

recommendations  

 OAG to continue building its capacity for IT audits to further 
audit through the IFMIS system. 

 Scale up performance audits  
 Help establish a professional body of accountants and auditors 

in Eritrea 

 Enact the full independence of the OAG (jurisdictional and 

financial) 

 Publish OAG annual audit reports annually 

 Lead the platform of exchange amongst control entities of 
GoSE,  

Scale-up external audit functions at Zobas. 

S 

6. Overall Fiduciary Risk 0.82 High  S 

 

Risk Assessment based on the average development score  

Between 0 and 0.75  High - H 

Between 0.76 and 1.50  Substantial - S 

Between 1.51  and 2.50  Medium - M 
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Annex 19: Eritrea ranking on Ease of Doing Business (2017) 

 

 

 

 

 

 

 

Annex 20:  Definition of Small and Medium Enterprises in Eritrea 

 

Size of enterprise Net capital investments 

(millions of NKF) 

Annual turnover 

(million NKF) 

Number of Employees 

Micro-enterprise Less than 0.5 Less than 0.3 1 to 3 

Small-enterprise 0.5 to 15 0.3 to 12 4 to 30 

Medium-enterprise 15 to 75 12 to 50 31 to 100 

Large enterprise More than 75 More than 50 More than 100 

Source: Ministry of Trade and Industry, 2014; USD = Nakfa 15.3 as of September 2016 

Note: to be classified as an SME, two of three conditions have to be met: (i) net capital investments, (ii) annual turnover, or (iii) number of employees. 

Business Indicator Eritrea Oman Rwanda Kenya Ethiopia Tanzania 

Ease of doing business rank 182 47 52 121 127 134 

Starting a business 183 73 8 126 163 113 

Dealing with construction permits 185 59 98 45 53 174 

Getting electricity 93 54 49 162 94 96 

Registering property 181 18 63 161 112 137 

Getting credit 180 83 23 12 104 129 

Protecting investors 117 100 32 100 128 100 

Paying taxes 146 10 25 164 103 133 

Trading across borders 165 49 158 148 161 122 

Enforcing contracts 51 107 39 149 50 36 

Resolving insolvency 185 77 167 100 117 129 
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Annex 21:  An Assessment for Building Resilience for Inclusive Growth in Eritrea 

Eritrea’s has experienced positive economic growth over the last three years due to rising foreign investments in the mining sector and adoption of expenditure switching and growth 

enhancing policies. However, the Government’s external fiscal environment continues to be unfavourable due to ongoing UN Security Council sanctions and outstanding border issues with 

neighbours as a result, growth, while present is constrained and has yet to translate to reduction in poverty and job creation particularly for the youth. 

 

Limited economic diversification characterizes the Eritrean economy. Eritrea’s dependence on mining and agriculture reflects its narrow economic base and consequent vulnerability to 

adverse external and environmental shocks. The contribution of the agricultural sector to the economy is relatively small (estimated at 17% in 2014) and has been declining in recent years 

while the industrial sector (mainly textile and beverages) has remained low at 6.0%. 

 

The 2013 Africa Infrastructure Development Index ranks Eritrea 47 out of 53 countries surveyed in terms of infrastructure development due to poor road networks, water and sanitation, 

energy, and ICT deficiencies. The Eritrean Population Health Survey (EPHS) (2010) also reveals inadequacies in that access to improved water source stood at only 58% and available 

water resources barely meet 15% of the population’s requirements. Lack of adequate water resources is a key constraining factor on Agriculture, a key sector in the Eritrean economy. In 

the energy sector 88MW of electricity is generated from diesel/heavy oil fired plants. According to the World Bank’s (2014) report tracking progress on sustainable energy, Eritrea’s 

electrification rate was estimated at 30% and the access deficit at 3.2 million people, whereas the access deficit to nonsolid fuel represented a similar number. The share of biomass in the 

total final energy consumption was estimated at 73% and primary energy intensity at only 12.1%. Inadequate power supply translates into high costs of doing business, in urban areas like 

Asmara; the energy deficit is addressed by diesel powered generators purchased by business operators. The cost of diesel power generators impacts businesses and the high cost of energy 

impede private sector development and national connectivity. The direct and indirect effects of these problems are low investment productivity and economic growth.  

 

The lack of basic national socio-economic statistics is a major constraint on macroeconomic management in Eritrea in addition; effective policies targeting poverty and development are 

constrained by a chronic lack of reliable macroeconomic data. No census has been carried out in Eritrea to date and official statistics on the prevalence of poverty in the country are limited. 

Based on anecdotal evidence, poverty is still widespread in the country where 65% of the population lives in rural areas and 80% depend on subsistence agriculture for their livelihoods. 

 

Eritrea is ranked as the second most vulnerable country in the 2014 Global Hunger Index compiled by the International Food Policy Research Institute (IFPRI). Lack of official statistics 

makes it difficult to estimate the severity of Eritrea’s food insecurity. The agricultural sector, including livestock and fisheries, accounts for only one-fifth of the gross domestic product 

(GDP). The sector depends mainly on rain, with less than 10 percent of the arable land currently irrigated. Consequently, productivity is low as evidenced in 2011 where only 106,498 MT 

of sorghum and 11,315 MTs of pearl millet were produced, which was almost a half of the quantity produced in 2006. 

 

One of the biggest social challenges facing Eritrea however is providing livelihoods for its burgeoning youth population. In absence of an effective strategy to generate livelihoods and 

jobs, Eritrea’s faces significantly high youth unemployment as well as challenges of emigration. Overall unemployment among people aged 15 to 64 is estimated at 56% percent. Domestic 

dissatisfaction with the status quo, particularly with the high level of military conscription, economic hardship and high levels of food insecurity, is likely to grow. 

 

Like other countries in the Horn of Africa region, Eritrea’s population is vulnerable to shocks from environmental degradation, harsh climate, and food insecurity. The region faces 

significant climatic variation and the frequency and severity of drought are likely to increase as a result of climate-related change, exacerbating such factors as poverty, degraded ecosystems, 

uncoordinated water resource management, conflict, and ineffective governance. The region has suffered significant droughts in 2003, 2008, and 2011, with adverse impacts on food 

security and nutrition levels which has in turn increased children malnutrition, estimated at 50% (EPHS, 2010). 

 

Indeed Eritrea has been identified as being among the countries at highest climate-related risks, particularly because of the impacts of droughts. About 65% of Eritrea’s population is at 

risk of shocks from environmental degradation, a harsh climate, and food insufficiency. The chances of drought occurrence have increased from once in every 6-8 years to once in every 

2-3 years, according to the project data on drought resilience and sustainable livelihoods 2014-2020.  
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Annex 22:  Priority projects supporting inclusive and sustainable growth 

Sector Objective Cost 

Agriculture 

Sustainable Land Management Promotion of Conservation Agriculture/Climate Smart Agriculture in 5% 

of the cultivable land. Construction of check-dams and terraces. 

Not available  

Agriculture farming The broad policy goal is development and enhancement of water harvesting 

capacity and irrigated agricultural land.  The main objectives of the MoA 

is that irrigation should in principle ensure consistent food supplies, 

stabilize production, allow the commercial production of food for the local 

and export markets, allow for increased possibilities of crop diversification 

that favour high value crops and possibly become the key player for the 

industrial take-off of Eritrea and the attainment of food security. The 

following projects will be carried out in the plan period. 

 

 5 big size dams (1/year), 15 medium and small size dams 

(3/year), and 54 ponds (8, 10, 12, 13, 11/year) will be constructed 

to irrigate 65,000 ha. 

 10 medium/ small size dams and 24 ponds will be maintained 

 60 check dams/year and a total of 300 check-dams will be 

constructed to irrigate 3,000 ha of land. 

 Construct supplementary spate irrigation structures to irrigate 

15,000 hectares. 

 Provision of short, medium and long term training to 100 staff 

and 1000 farmers annually. 

 

Local contribution: Nakfa 

8,067,082,500  and foreign 

contribution: USD 273,700,000 (for 

drip and sprinkler irrigation equipment, 

facilities and structures) 

Soil, Forestry and Wildlife Conservation and 

Development Program 

Enhance sustainable management of soil, forestry and wildlife.  To Increase 

vegetation cover by 4,000 hectares annually, increase area of reclaimed 

land at a rate of 7,500 hectares/year by constructing different types of soil 

and water conservation structures and enforcing enclosures. 

Government Contribution: Nakfa 

10,957,500 Foreign contribution:  USD 

2,450,000 

Horticulture  To boost horticultural production, over the coming 5 years the MoA intends 

to install 5 KW Solar Panel with a DC water pump for 1 ha of horticultural 

land so as to completely stop the use of fossil fuel, reduce environmental 

pollution and mitigate the impacts of climate change. The program will 

focus on the installation of solar panels in 37 sub zobas consisting of 509 

villages across the country. The plan intends to install 1,753 units of solar 

powered pumps capable of developing 26,300 hectares of horticultural 

land.  

 

Euros 137,903,122 

Energy Sector 

Renewable Energy Increase access to electricity and reduce excessive and inefficient 

consumption of wood fuel for domestic usage, which has caused the 

degradation of forest cover and negatively affecting the environment. The 

objective is also to replace old energy infrastructure, including power 

plants, transmission and distribution systems, with the high level of losses 

involved in conversion, transmission and distribution (about 22%). Below 

are the projects in pipeline. 

Being prepared by Ministry of Energy 
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Short-term 

 20-30 MW Grid connected wind and solar hybrid power at 

Dekemhare 

 10 MW grid connected wind power at Assab. 

 10-20 MW grid connected solar power at Asmara, Adikeyh, and 

Debarwaand Barentu. 

 3-5MW Mini-grid solar diesel or wind hybrid system at Areza 

Mai-dma and Mai-mne 

 5 MW grid connected solar power at Gerset. 

 5 MW wind and  solar hybrid at Kerkebet 

 2-3 MW solar diesel hybrid mini-grid at Nakfa 

 Expansion of rural electrification through solar  systems 

 Rehabilitation of  the Asmara power distribution system ;  

 Feasibility study of geothermal energy. 

 Establish assembling plant for RETs and batteries 

 Sector capacity building 

 

Medium Term 

 Development of geothermal energy. 

 Construction of 220kV Transmission line Hirgigo-Tesseney 

including corresponding substation and distribution lines; 

Long-term 

 Expands the national grid system throughout the country 

 Achieve Universal access of modern energy 

 

Land, Water and Environment 

Water supply Upgrade the existing and new water supply system infrastructure in 2,543 

projects areas, expected to serve for 1,900,000 citizens (individuals) or 

413,043 households. This project is proposed to be achieved through the 

supply of solar powered lifting devices. The main objective of this proposal 

is to upgrade 1350 from motorized and hand pumps to solar powered and 

establish new 50 solar powered water supply systems.  

The estimated budget of this is Euro 

40,329,800.00. 

 

Biodiversity Conservation Address the underlying causes of biodiversity loss by mainstreaming 

biodiversity across national and sector development plans. The activities 

and targets under this project can be found in the revised National 

Biodiversity Strategy and Action Plan for Eritrea (2014-2020)   

USD 26,940,000 

 Protected Area Systems: This project has been spear headed by UNDP with 

potential to scale it up to several areas. The objective of the project is to 

conserve a representative sample of Eritrea’s critical biodiversity. This 

would also partly mitigate land degradation pressures on habitats in key 

biodiversity areas. Protected areas are a primary attraction for tourism; 

which creates jobs and increases national and local incomes for 

development.   

UNDP committed USD 10.5 million. 

Potential to partner with UNDP to scale 

up. 
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Annex 23: Eritrea Estimated Mineral Resources Potential and Output 

 

Sources: (i) Mining Review.com and Mine Web. 

(ii) Asmara Geocongress Journal, 2011.  

 

Project/Deposit 

Estimated Potential  As at 2012  Output Planned Estimates 

 2011 2012 2013-2015 2016-2021 

Oxides Supergene Primary 

Bisha Gold Mine is located 150 km west of Asmara. It is owned and 

managed by Bisha Mining Share Company (BMSC), a joint-venture 
between Eritrea’s National Mining Corporation (ENAMCO) and Canada’s 

Nevsun Resources Ltd. Construction started in September 2008 and 

commercial production of gold started in February 2011. The mine is 
described as a low-cost high grade gold producer for the first two years 

(2011 and 2012) and a high grade copper concentrate and zinc producer 

for the remaining mine life (12 years). The State of Eritrea has a free 
carried 10% interest plus an additional 30% paid participating interest in 

BMSC. Within the exploration license there is a satellite deposit, Harena, 

and several other geological anomalies that have yet to be tested. Bisha 

Phase II –Copper Concentrator project involves the construction of a 

copper floatation plant which will produce a concentrate containing 
approximately 30% copper together with gold and silver as by-products. 

Annual concentrate production of approximately 260,000 tons p.a will be 

transported by road to a new port at Massawa. The phase II Concentrator 
and associated infrastructure are scheduled to be completed in 2013. 

Gold 1.14 million oz 919,000 oz  90,000  oz 127,000 oz 

Silver 11.9 million oz 1,590.000 oz 3,775,000 oz 7,166,000 oz 

Copper 821 million lbs  
--- 

 
538,000,000 lbs 

 
283,000,000 

lbs 

Zinc 1 billion lbs  
--- 

 
----- 

1,373,000,000 
lbs 

The Asmara Project is approximately 111 square km in central Eritrea, 

located immediately to the north, south and west of Asmara. It has four 
deposits: (i) Debrarwa copper-gold-silver-zinc VMS deposit; (ii) 

EmbaDerho copper-zinc-gold-silver VMS; (iii) AdiNefas zinc-copper-

gold-silver VMS; and (iv) the Gupo Gold deposit. Sunridge Gold, a 
Canadian mining company completed a pre-investment feasibility study in 

May 2012. The study indicated high economic viability with NPV of US$ 
555 million and IRR of 27%. A feasibility study was completed and 

confirmed the commercial viability of copper. Full production commenced 

and annual production over the 13 years mine life is estimated at 26,000 
tons copper, 65,000 tons zinc, 24,000 oz gold, 787,000 oz silver. In July 

2012 the GoSE entered into agreement with Sunridge Gold Corp, which 

has been undertaking exploration of the project area, acquiring 40% 

interest in the project. Output is anticipated to start by 2016.  

Gold 1.0 million oz 

 

- - - TBD 

Silver 28 million oz - - - TBD 

Copper 1.3 billion pounds - - - TBD 

Zinc 2.5 billion pounds - - - TBD 

Kodadu is an extension of Asmara Project. Exploration for gold by 

Sunridge started in January 2013. 

Information not available     

Mogoraib North and Hurum is a joint venture between ENAMCO and 

the Australian mineral exploration company, Chalice Gold. Work is at an 

exploration phase.  

Information not available     

The Zara Project contains the Koka gold deposit. It is owned and 

operated by the Zara Mining Share Company (ZMC), which was originally 

established as a joint venture between ENAMCO (40%) and Chalice Gold 
Mines Limited. Chalice Gold subsequently sold its shares to China’s 

SFCO Group, which is a subsidiary of the Shanghai Construction Group. 

The Planned mine production will average 104,000 oz per year for the 
seven year mine life period. Development of the Koka deposit was planned 

for 2012 with production planned to start in late 2013 or early 2014.  

Gold 760,000 oz --- --- 208,000 oz 452,000 

Colluli Potash Project: The South Boulder, an Australian mining 

company is undertaking a definitive feasibility study on the high-quality 
Colluli Potash Project. South Boulder made a proposal to ENAMCO for a 

50-50 profit sharing joint-venture. A second scoping study indicated the 

potential for the production of about 1 to 2 million tons annually. 
Production could start in 2016 or sooner. 

Potash 194 million ton     
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Annex 24: Map of Eritrea 

 
Disclaimer:  This map is provided by the Government of State of Eritrea during the Eritrea I-CSP preparation in April 

2014 for illustration purposes and use of the readers of the report to which it is attached. The names used and the borders 

shown do not imply on the part of the African Development Bank any judgment concerning the legal status of a territory 

nor any approval or acceptance of these borders. 
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ENDNOTES  

i UN sanctions, which were imposed on the transfer of proceeds of the “Recovery tax” on grounds that Eritrea might finance networks causing 

instability in the region.  
ii The country also received several missions and important foreign dignitaries such as the Emir of Qatar and Germany’s Minister of Economic 

Cooperation and Development. Furthermore, it hosted international meetings and conferences, such as the African Youth United for Peace and 

Sustainable Development and Fighting against Imperialism and commemorated several International Days including the World Food Day, World 
Poverty Day and Women’s International Day.   
iii The GoSE’s participation in the UN events, the UNDG-DESA High-Level Mission to Eritrea and its subsequent engagement with GoSE in 2014 

is a major indication of its change of stance towards the UN organization.  
iv Debt estimates by the IMF. 
v The statistical tables on the least developed countries, 2015, UNCTAD. 
vi The new law allows institutions and individuals with foreign currency accounts to use their foreign currency for international transactions without 
restrictions. 
vii The Eritrean banking system consists of four banks, one of which, the commercial bank of Eritrea (CBE), holds nearly 75% of total banking 

system assets. 
viii The Africa Regional Integration Index Report, 2016 assessed five dimensions which are key socio-economic categories that are fundamental to 

Africa’s integration. Sixteen indicators which cut across the five dimensions have been used to calculate the index. The five dimensions include 

the following: Trade Integration; Regional Infrastructure; Productive Integration; Free Movement of People; and Financial and Macroeconomic 
Integration.  
ix Similarly, the strained political relations with its regional neighbors have prevented the country from developing the full potential of its fishing 

and tourism industry. Eritrea is also a beneficiary of the Generalized System of Preferences (GSP) with a number of industrialized countries 
(including the US and EU).  
x 30% participating and 10% free carried interest. 
xi The NIDP 2014-18 identifies investments in infrastructurexi, notably transportxi, irrigation, storage facilities and energy, as a key vehicle to 
achieving the country’s inclusive and sustainable growth objectives. 
xii The Interim Poverty Reduction Strategy Paper (I-PRSP) proposes strategies to address the underlying causes of poverty in Eritrea which include 

ensuring water resources management; development and use can be sustainable, efficient and equitable.  
xiii Furthermore, realizing the country’s vision necessitates scaling up investments in reliable and affordable transport infrastructure and services, as 

articulated in the resilience assessment of Eritrea (Annex 17). In particular, communities that are located far away from the existing infrastructure 

are likely to be poor compared to those that are in proximity to such infrastructurexiii. Therefore, Bank investments in infrastructure are needed and 
will contribute to Eritrea’s inclusive and sustainable growth.  
xiv To achieve inclusive and sustainable growth, the NIDP, prioritizes transport to promote agricultural productivity, private sector development 

and poverty reduction.  
xv According to the World Bank Doing Business report 2014, it takes Eritrea 50 days to export goods while importation takes about 59 days which 

is twice the time taken by Uganda and Kenya. There is enormous potential for border trade and exploiting such opportunities is likely to have a 

direct impact on incomes and employment in the country.  
xvi This package entails provision of 25 chickens, one cow, fruits etc. to each household in Eritrea 
xvii Eritrea’s per capita electricity consumption, which stood at 55 kWh in 2009, shows nearly four-fold increase since 1991, though this is among 

the lowest even by Sub-Saharan African standard, where the average is 450 kWh and that of the world is now over 2100 kWh. On average, electricity 
consumption per capita in Eritrea is less than that needed to power a 50-watt light bulb continuously. But the extension of Hirgigo thermal power 

plant will benefit inhabitants of Asmara who endure multiple power cuts by the Eritrea Electricity Authority (EAA). 
xviii The reasons for limited supply in Eritrea include the following: First, current output at Hirgigo, the biggest plant in the country, and that of 
Belaza (17 MW) account for 90% of all supply in Eritrea and lose 18% of the power they generate. Secondly, the mandatory halts for maintenance 

reduce available capacity by half. By comparison, well-maintained systems can guarantee a regular supply of about 85% of optimum capacity.  
xix Eritrea MDGs Report, 2015, prepared by UNDP, Country Office. 
xx NUEW is an abbreviation representing National Union of Eritrean Women which is a creation of women machinery mandated to promote gender 

equality in the country as well as supporting national development programmes.   
xxi Other environmental problems include low quality and unavailability of water for drinking and irrigation; deforestation, soil erosion and declines 
in the water table; land and pasture degradation; and the deterioration of the urban environment, especially in unplanned settlements.   
xxii To promote infrastructure development, the GoSE has prepared the Infrastructure Sector Development Program (ISDP 2014) and Strategy. The 
latter highlights the GoSE’s commitment to the development of the sector and the critical role infrastructure plays in the country’s socio-economic 

development and poverty reduction. Provision of quality infrastructure projects on a timely, cost-effective, standardized, environmentally 

acceptable and coordinated manner are some of the main features of the infrastructure development strategy.  
xxiii Currently, the Ministry of National Development coordinates the implementation of programs, projects as well as monitoring and evaluation. 

These activities are supported by the Ministry of Finance through international coordination unit.    
xxiv (a) Central Highlands Irrigated Horticulture Development PCR; ADF/BD/IF/2009/140 (3 June  2009), ADF loan UA 8.5 approved in 
December 1996; (b) Fisheries Infrastructure Development Project PCR: ADF/BD/IF/2008/46 (19 March 2008), ADF loan UA 11.5 million, 

approved in November 1997; (c) Support to the Education Sector Development Program PCR (ADF/BD/IF/2012/216), ADF Loan UA 13.6 million 

+ ADF Grant UA 5.030 million, approved in Nov. 2004.  
xxv The Minimum Integrated Household Packages includes wheat, sorghum, potatoes, dairy, poultry, chickens, vegetables, cows, goats, bees,  

                                                 




