
64 

 

 

CHAPTER 4:  CONSTRAINTS TO STRONG AND SUSTAINABLE 
GROWTH AND POVERTY TRAPS 
 
 
4.1. An abundant literature has recently been devoted to constraints to growth potential and 
poverty traps in Sub-Saharan Africa. Easterly and Levine (1995) find that problems associated 
with Sub-Saharan Africa’s growth include among others, low school attainment, political 
instability, poorly developed financial systems, and inadequate infrastructure. Artadi and Sala-i-
Martin (2003) stress that the “African economic tragedy of the XXth Century” is explained by  
factors such as expensive investment goods, low levels of education, poor health, adverse 
geography, closed economies, excessive public expenditure, and military conflicts. Collier and 
Gunning (1999) find that the root causes of African’s chronic failure of economic growth lies in 
the combination of policy and exogenous “destiny” and domestic and external factors. They 
emphasize the role that geographic and demographic factors have played in blocking growth 
performance in the Sub-Saharan African region.  
 
4.2. The growth literature also stresses that the combination of low savings, low investment 
rates, high fertility rate and high population growth rates, geographic and demographic 
constraints block many African countries in “poverty traps”. In fact, as R. Nurske (1953) puts it 
there is a “circular relationship” between low income levels and poverty.77 The causality between 
poverty and growth is bi-directional. While growth may be necessary to reduce poverty, high 
poverty can also be an impediment to growth – either directly because the demand is limited, or 
indirectly, because low incomes means low tax revenues for governments, which hampers their 
ability to invest and accumulate productive assets. Appendix 2 provides an overview of models of 
poverty and low-growth traps. It discusses the empirical evidence (or lack thereof) on the 
relevance of these traps. It also examines the implications of the theory and evidence for the 
design of a reform program in a typical low-income country such as Niger, with a particular focus 
on the role of public infrastructure, foreign aid, and governance. Box 3 summarizes the main 
features of models of poverty and low-growth traps.  
 
4.3. The literature on growth and poverty traps offers a framework and identifies a series of 
constraints to growth, along the lines of which the root causes of Niger’s slow growth can be 
analyzed. Chapter 2 highlighted some of the macroeconomic factors which have limited growth 
over the past three decades. Beyond the macroeconomic constraints, Niger’s poor growth record 
is related to converging dynamics putting the country on a path of slow long term growth.  
 
4.4. The main findings of this chapter are as follows: First, poorly endowed with natural 
resources, Niger has not enjoyed the strong growth that some African countries, in particular oil 
exporting states experienced during the 1970s. Low initial levels of human development and 
physical capital stock (in areas such as education, health, road density and energy supply) lead to 
low marginal productivity of capital, denying the economy the capacity to create self-reinforcing 
growth forces. Severe geographical burdens, such as desert and isolation from international 
markets have added to the constraints to growth. Second, infrastructure weaknesses have also 
limited growth potential. Third, the growing population puts pressure on scarce resources and 
reinforces vulnerabilities and the poverty trap. Fourth, inefficient policies, institutional 

                                                 
77 Ragnar Nurske, Problems of Capital Formation in Underdeveloped Countries, Oxford University Press. (New York: 
1953, pp. 4-5).  
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weaknesses, and governance problems have prevented capital accumulation and growth. Fifth, 
self-reinforcing dynamics impede long-term growth and block Niger in poverty traps.  
 
4.5. The country has growth potential but is constrained by an environment that limits its 
capacity to mobilize that potential to “kick start” and “sustain” growth. In fact, Niger still has to 
mobilize its growth potential. In this environment, the effective use of resources is critical to 
escape poverty. This, in turn, is related to the effectiveness of policies and the institutional 
framework.  
 
1.  Unique Domestic Circumstances 

A.  Poor Initial Conditions   

4.6. As documented in the previous chapter, over the last 40 years, Niger has not sustained 
long periods of high economic growth, only some short lived spurts of growth typically 
associated with positive shocks such as rainfall and uranium boom. Despite the respectable but 
moderate growth levels of the early 2000s, long term growth has been elusive and per capita 
income today is at a level that was reached previously in 1992. Per capita income is failing to 
catch up with SSA, let alone the group of the top ten fast growing economies. Poor initial 
conditions have played a key role in explaining the slow long-term growth record below 
international averages.  
 
4.7. Geographical constraints. In fact, location and climatic characteristics of Niger may 
hamper its growth potential. Studies show that location and climate may lead to a geography-
related (spatial) poverty trap through their effects on transportation costs, susceptibility to 
particular diseases, and agricultural productivity.78 A vast landlocked Sahelien country 
constituting three-fourths desert, Niger lacks vital infrastructure to support economic activities. 
Internal distances and proximity to core markets are enormous and transport infrastructure, power 
and telecommunications networks are poorly developed and maintained. Growth regressions find 
that being landlocked reduces a nation’s annual growth rate by around half of 1 percent. Because 
of its natural obstacles, Niger experiences intrinsically higher transport costs for its exports and 
barely attract foreign direct investment. Difficult geography and weak infrastructure make it 
difficult for Niger to sustain productive activity within various sectors. Agricultural productivity 
is low. In this context, Niger cannot position itself as an important trade partner within the region 
and benefit much from regional trade. Location tends to prevent the country from capitalizing on 
the available physical and human capital stocks of neighboring countries, in particular Nigeria. 
Informal trade with neighboring Nigeria dominates its regional relations. Subsistence behavior 
and considerations tend to dominate these informal trade flows leading to a “spatial” poverty 
trap.  
 
4.8. Niger is also unfavorably endowed with weather conditions. Frequent droughts have 
resulted in a high degree of output and income volatility. Figure 4.1 presents the incidence of 
drought and fluctuations in the growth rate of real agricultural GDP and real GDP at market 
prices. The sharpest drops in the growth rates correspond to the episodes of drought. By eroding 
household capital below a critical level, droughts may have permanent consequences, such as 
pushing a large part of the population into a poverty trap, from which it may be unable to emerge 
without bold policy actions.  

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

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

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

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

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

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

                                                 
80This box draws largely on Agénor, Pierre-Richard, and Blanca Moreno-Dodson, “Public Infrastructure and Growth: 
New Channels and Policy Implications,” unpublished, World Bank (March 2006).  



68 

 

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

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

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

Niger

Sub-
saharan 
Africa

Low 
income 
countries

Benin

Botsw
ana

B
urkina Faso

Ethiopia

G
hana

M
ali

M
auritania

M
auritius

M
ozam

bique

R
w

anda

Senegal

Tanzania

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

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

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

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

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

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

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

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

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

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

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

 
Table 4.2: Niger and Selected Countries – Net 

Foreign Direct Investment (in % of GDP) 

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

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

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

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

 
Table 4.3: Niger and Selected Countries – Gross 

Domestic Savings (in % of GDP) 
Niger 3.4

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

Low income 18.7
Sub-Saharan Africa 16.8

 
            Source: World Development Indicators (2005). 
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Figure 4.2: Niger and Selected Countries - Domestic Savings (in percent of GDP, 1990-2004) 
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Figure 4.3: Niger - Poverty rate and Declining Population Growth Rate, 2007-15 
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Dropping population rate by 0.1% each year starting in 2007 up to 2015 (elasticity = -1.0)  
                      Source: Simulation results are based on the macroeconomic model presented in Chapter 6.  
 
4.18. How rapid population growth makes things worse. At low levels of income and 
capital stock, a fast rising population is a major constraint to economic growth because net 
savings per capita are not sufficient to allow capital accumulation. Impoverished people living in 
rural areas in Niger have the highest fertility rates and the largest families. These people also have 
the least resources available for adequate health services, education, and drinking water. Poverty 
thus increases and becomes a self-sustaining phenomenon. The high population rate in Niger is 
one of the main reasons for low per capita income and high poverty rates. It also causes high 
congestion costs related to public capital in infrastructure, education, and health, which may lead 
to lower productivity of factors of production. Based on the macroeconomic model presented in 



73 

 

Chapter 6, Figure 4.3 shows how a decline in the population growth82 would result in a decline in 
the poverty rate using partial growth elasticity relating the poverty rate to the growth rate of real 
private consumption per capita of -0.5 and -1.083. The decreasing population growth rate leads to 
approximately 1.3 percent lower poverty rate in 2015 compared to the baseline value. The drop in 
the poverty rate becomes larger as the growth elasticity increases in absolute terms; the poverty 
rate decreases by 2.3 percent in 2015 compared to the baseline value. It is worth noting that 
reducing the population growth rate gradually produces similar poverty reducing impact as an 
increase of 5 percentage points in aid to GDP ratio (see Table 6.5 in Chapter 6).  
 
4.19. The low-growth equilibrium. The conjunction of the factors described above traps 
Niger in a vicious poverty circle, which drives the economy into low-growth equilibrium, 
and hinders its chances for strong and sustained growth. As argued by Nurske (1953), at low 
levels of per capita income, countries may be caught in a low-growth and poverty trap from 
which it is difficult to escape. In fact, the causality between poverty and growth is bi-directional. 
While growth is necessary to reduce poverty, high and widespread poverty can also be a binding 
constraint to growth.  
 
4.20. Investing in infrastructure to escaping the poverty trap. Overcoming the poverty trap 
in Niger requires raising the economy’s capital stock in infrastructure, human capital, and public 
administration to escape the low-growth equilibrium and create dynamic forces for self-sustaining 
economic growth. This requires a “big push” of basic investments in key infrastructure (roads, 
electricity, water and sanitation, accessible land for affordable housing, environmental 
management).  Improved transport infrastructure and services will strengthen economic linkages 
between rural and urban areas, where the markets for farmers’ products and inputs lie. Improved 
road transport will allow farmers to deliver crops quicker to markets. It will also have an 
important positive impact on reducing the time burdens of women and girls who today spend 
much of their day walking to obtain water and other essential for survival. Improving 
infrastructure for water supply, sanitation, transport, and energy services is critical for improving 
the lives of slum dwellers. Investment in improved sanitation will improve the quality of life and 
reduce the high burden of diseases in informal settlements caused by widespread open defecation. 
Investment in human capital (nutrition, disease control, and education), and public administration 
will also be needed to create the much needed synergies between physical capital and human 
capital. Scaling up interventions and coverage will require that infrastructure investments are 
made in conjunction with the expansion of service delivery. Escaping the poverty trap will 
require that investments are made not only for construction, but also for operation and 
maintenance. However, maximizing the growth-enhancing and poverty-reducing impact of public 
investment in Niger would require significant improvements in policies and governance.  

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

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

 

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

A.  Legacy of Policies and Strategic Choices   

4.21. A review by the Bank of lessons from countries that have sustained their growth in the 
1990s reveals that what is common among these countries has been their persistent ability to 
fulfill the key functions for sustained growth processes, namely the accumulation of capital, 
allocative efficiency, technological progress, and successful diversification strategy.85 
 
4.22. Niger failed to meet these pre-requisites for 
strong and sustained economic growth. Part of the 
reason of the failure is related to the inability of 
past policies to create the conditions of 
accumulation of capital to effectively allocate 
scarce resources and to make technological 
progress for increasing productivity. Moreover, the 
strategic choices have proven inappropriate to build 
the foundations for sustained growth.  
 
4.23. The Lack of Accumulation of Capital. Table 
4.4 presents information about gross fixed capital 
formation as a share of GDP in selected Sub-
Saharan countries. Niger had the lowest investment 
rate with an average value of 10 percent between 
1990 and 2004. This rate is 7 percent lower than the 
average investment rate in Sub-Saharan Africa, and 
11 percent lower than that of low-income countries. 
Figure 4.4 reveals that the difference in the 
investment-to-GDP ratio between the most successful African countries (Botswana and 
Mauritius) and Niger has been at times as large as 20 percentage points of GDP. The typical 
explanation of this difference is the absence of an entrepreneurial class in Niger, capable of 
realizing the necessary investments founding sustained growth. It is also related to weaknesses in 
institutions and policies, which have not created the conditions for an investor-friendly 
environment, where investors are assured that they can appropriate their returns, are encouraged 
to take risks because business uncertainty is reduced, and benefit from privileged access to credit, 
imports, and other inputs.  

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

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

GDP, averages over 1990-2004) 

Niger 10.5

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

Low income 21.0
Sub-Saharan Africa 17.6

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

1970s were directed at the uranium sector, which functioned as an enclave without growth 
spillover effects.  
 
4.25. Because growth 
was not at the center of 
its development strategy, 
over the past four 
decades Niger has not 
implemented the 
conditions necessary to 
avoid high fluctuations in 
its growth rates. What 
distinguishes Niger’s 
growth episodes with 
those of successful 
African countries is not 
that Niger did not 
achieve high levels of 
growth in some years (it 
actually did), but the fact 
that it has experienced frequent episodes of slow growth over the past few decades. Table 4.5 
shows for instance that while Botswana has systematically avoided episodes of slow growth, 
Niger has had a record of several years of slow growth. Over the past four decades, Niger has had 
24 years of negative per capita growth compared to only 1 for Botswana, and 10 for Ghana. The 
table also shows that there are only 10 episodes of growth rates higher than 2 percent for Niger, 
which is the lowest value compared to other countries listed. Figure 4.5 shows Niger’s growth 
episodes over 1967-2004: successive years of protracted slow or negative growth rates follow one 
or two years of strong growth (mainly correlated to exceptional weather conditions). Studies have 
also shown that the ability to avoid downturns and periods of low growth is what explains East 
Asia’s “miracle”.86   
 
                                                 
86 Economic Growth in the 1990s. Learning from a Decade of Reform. World Bank. Washington D.C. 2004.  

 
Figure 4.4: Niger and Selected Countries - Gross Fixed Capital 

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

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

Countries

Negative Below 1% Below 2% Above 2%

Niger 24 20 18 10

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

Years in which growth rate was

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

 
Figure 4.5: Niger – Real GDP Per Capita Growth (Annual %) 
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4.29. The negative growth consequences of the 2004 drought and locust attacks remind us that 
Niger’s economy today remains fundamentally what it was three decades ago: an undiversified, 
fragile and slow-growing economy, extremely vulnerable to exogenous shocks.    
 
4.30. Inefficiency in Resource Allocation. 
A lesson learned from countries with a 
successful growth experience during the 
1990s is their ability to have gradually and 
persistently improved their policy regimes 
on a wide range of fronts: macroeconomic 
management, external trade, public sector 
enterprise and utility regulation, and 
finance. Specifically, the role of trade in 
their growth experience has increased, 
reflecting an increase in their efficiency of 
resource allocation. As evidenced in 
Chapter 2, Niger’s policies have fluctuated 
over the past decades. Macroeconomic 
mismanagement in the 1970s created 
structural imbalances. Stabilization policies 
implemented in mid-1980s to correct these 
imbalances were unfortunately short-lived 
and policy reversals in the 1990s reversed 
the meager gains obtained. Moreover, the 
structural reform agenda has remained 
unfinished, in particular in the area of 
public sector enterprise and utility 
regulation. Financial deepening has yet to occur and weaknesses in the banking sector have 
prevented it from effectively supporting economic growth. Trade liberalization has not been deep 
enough and trade reforms occurred late in 2000 within the framework of the WAEMU regional 
integration. In this context and contrary to high growth countries, trade has not been a driving 
force for growth in Niger and the country’s integration with the world economy has remained 
very limited. The average value of Niger is lower than the average value of Sub-Saharan African 
countries (see Table 4.6).  
 
4.31. The Lack of Technological Catch-Up. Innovation and technological progress play an 
important role in economic growth. In countries which have had successful growth experiences, 
available data suggests that productivity has generally grown faster.87 Technological progress 
improved labor productivity. For instance in Mauritius, TFP grew by more than 2 percent in the 
1990s while it increased by only 0.4 percent in Niger88. Openness and competition also reinforced 
technological progress in Mauritius by providing the incentives and the means to acquire better 
technologies. Niger’s exposure to technological changes has been very limited and productivity 

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

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

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

 

Niger 31.4

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

Low income 27.2
Sub-Saharan Africa 44.9

 
           Source: World Development Indicators (2005). 
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gains almost non-existent. There is no indication of catch-up with advanced countries. This 
reflects the fact that the forces behind innovation, technological progress and productivity, 
including government and firms’ expenditure on research and development, tertiary education, 
human capital, and infrastructure have been limited.   
 
B.  Institutional Weaknesses  

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

4.35. Poor governance in Niger has been reflected by relatively low ratings for several 
indicators tracking governance measures and various institutional frameworks. Using the 
Kaufmann and Kraay indicators, Niger fares poorly compared to the G11 successful African 
                                                 
89 One example of such mechanism is Chile’s Structural Surplus rule, which establishes fiscal policy targets adjusted 
for the variation in growth over the cycle.  
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countries for all measures: it ranks at the bottom for Control of Corruption; near the bottom for 
Political Stability; second to last for Government Effectiveness, Regulatory Quality, and Rule of 
Law; and in the middle for Voice and Accountability (see Tables 4.7 and 4.8).90 
 

Table 4.7: Kaufmann-Kraay Governance Indicators, 2004 
 

 Point 
Est. 

Percent 
Rank* 

Point 
Est. 

Percent
Rank* 

Point 
Est. 

Percent. 
Rank 

Point 
Est. 

Percent
Rank* 

Point 
Est. 

Percent
Rank* 

Point       
Est. 

Percent 
Rank* 

Country Voice 
and 

Account
ability 

Voice 
and 

Accounta
bility 

Political 
Stability 

Political 
Stability 

Gov’t 
Effective

ness 

Gov’t 
Effective

ness 

Reg. 
Quality 

Reg. 
Quality 

Rule 
of Law 

Rule of 
Law 

Control of 
Corruption 

Control of 
Corruption 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Table 4.8: Selected Indicators on Governance and Institutions 
 

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

CPI 
Score* 

Disclosure 
Index 

Director 
Liability 

Index 

Shareholder 
Suits Index 

Investor 
Protection 

Index 

Legal 
Rights 
Index 

Credit 
Information 

Index 

Public 
registry 

coverage 
(% 

adults) 

Private 
bureau 

coverage 
(% 

adults) 

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

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

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

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

2004 

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

 
Figure 4.6: Public Financial Management: a 

Performance Monitoring Framework 

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

 
Niger and Botswana had nearly the same per capita GDP in the 1960s (see Figure 4.6). However, between 1984 and 
2004, real GDP per capita grew at about 4.9 percent a year in Botswana, compared with -1.4 percent in Niger. This is a 
dramatic difference in performance, given the many similarities between the two countries.  
 
Both countries have similar endowments. They are landlocked countries, have tropical climates, possess natural 
resources (uranium in Niger and diamonds in 
Botswana) and are subject to international price 
shocks and/or depletion of production. At 
independence, the structure of their economies was 
similar, with about 40 percent of GDP from 
agriculture, about 17 percent from industry, and the 
remaining 43 percent or so from services. In 2003, 
uranium accounted for about 4 percent of GDP and 
approximately 60 percent of exports in Niger and 
diamonds represented approximately 75 percent of 
total export earnings in Botswana. Niger still heavily 
relies on agriculture, which makes up about 42 percent 
of its GDP, compared to that of Botswana, now 
making up only about 3 percent.  
 
Both countries are ranked among the most open 
economies in the world according to the IMF 
restrictiveness index. Niger has geographic advantage 
for trade, being much closer to the Europe Union than 
Botswana.  
 
Two factors that may explain the difference in growth performance are institutional quality and infrastructure. 
Acemoglu, Johnson, and Robinson (2003) point to Botswana’s superior institutions. Botswana has effectively 
maintained law and order, limited state predation, and enforced hard budget constraints on its parastatal organizations. 
The bureaucracy is largely meritocratic, relatively noncorrupt, and efficient. Looking at indicators of institutional 
quality (Kaufmann, Kraay, and Zoido-Lobaton 2002), Botswana outperforms Niger in all: government effectiveness, 
political stability, rule of law, control of corruption, and voice and accountability and regulatory quality.  
 
As a result of strong institutions, strong macroeconomic policy choices were implemented in Botswana. For example, 
Botswana used fiscal revenue from diamonds to smooth revenue over commodity price cycles, while in Niger fiscal 
revenue from uranium exports have been used to finance expenditure of a big administration and consumption boom. 
Botswana was one of the first countries to establish a stabilization fund, which it managed well. Acemoglu, Johnson, 
and Robison explain that one of the main reasons behind Botswana’s success was the fact that unlike the case of most 
other African countries, colonialism had a negligible effect on traditional social and political institutions. Botswana’s 
pastoral traditions encouraged broad-based participation and constraints on political leaders; and rural interests, chiefs, 
and cattle owners retained their political power throughout the colonial period. They have been the source of checks on 
the executive, and help to explain why diamond rents have been exceptionally well managed.   
 
Another factor explaining the difference in growth performance between the two countries is infrastructure. Niger has 
accumulated huge infrastructure gaps in comparison with Botswana over the past three decades, reflecting mainly the 
difference in the investment policy. Again, in Niger the uranium boom resulted in a consumption boom, while the 
Government of Botswana invested heavily in the expansion of infrastructure. This allowed Botswana to invest in 
economic services through infrastructure such as electricity, water, roads and government services to mining and 
agricultural sectors, allowing for the successful development of the modern sector. In comparison, Niger is still lagging 
far behind Botswana on all basic infrastructure indicators. In Niger, access to electricity is 8 percent, which is 2 percent 
lower than that of Botswana. Niger also performs poorly in access to the telecommunications and road networks. At 8 
per 1000 in 2003, telephone density in Niger is far below Botswana’s figure of 370 per 1000 and the average of Sub-
Saharan Africa at 64 per 1000. Only 8 percent of the total roads are paved in Niger compared to 35 percent in 
Botswana. Thus, it is clear that Niger must work on putting institutions in place which will allow for growth-promoting 
policies and investments in infrastructure spanning all sectors- i.e. transport, education, health.  

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

4.38. A number of dynamic vicious circles converge with poor initial conditions, weaknesses 
in policies and the institutional environment, and further constrain growth in Niger. Moreover, 
there are major sources of profound vulnerabilities, which impede Niger’s long-term growth and 
development process: poor education and health, gender vulnerability and food insecurity.  
 
4.39. Low skills for growth and the education vulnerability. Despite recent improvements 
from 11.4 percent in 1990 to 28.6 percent in 2004, Niger’s adult literacy rate remains very low as 
highlighted in Chapter 3. Most of Niger’s workers are unskilled. The quality and relevance of 
Niger’s post primary education system raise deep concerns about its ability to absorb technology 
and innovation. Skills training is almost absent, provides too few opportunities and typically fails 
to adequately prepare trainees the labor market. As a result, labor productivity is low, reducing 
the effectiveness of the production process. Studies show that private returns to primary education 
are very low or nil, deterring people from investing in schooling. Part of the reason for weak 
demand for schooling is also related to households’ imperative to meet their utmost needs. In 
Niger, parents tend to compare the opportunity costs of sending their children to school to the 
benefits of having them involved in production activities necessary for survival of the households.  
 
4.40. In a general context of low return to education, unskilled workers do not have the 
incentives to acquire more education and skills to perform and improve their productivity. 
Efficiency of public investment is also thereby limited. Under these circumstances, Niger’s 
economy is trapped in a low-equilibrium growth trap, characterized by a high proportion of 
unskilled workers in the labor force, a small stock of physical capital, low output, and a 
high rate of return on human capital. The large wage differential between skilled and unskilled 
workers perpetuates inequality among workers. As the wage for unskilled workers is low relative 
to that of skilled workers, their capacity to acquire skills is limited, and this in turn perpetuates 
inequality and the low equilibrium trap.  Because unskilled and poor workers generally lack 
safety nets and have few or no assets, they seek employment sooner than the rich ones to smooth 
their income and consumption. Their propensity to consume is relatively high and their savings 
low or nil. Prospects in education are however encouraging. Public investment in education has 
been increasing in the context of the execution of the President Special Program. As a result, 
gross primary enrollment increased from 25.8 to 52 percent between 1990/91 and 2004/05.  
 
4.41. Ability to work, productivity and health vulnerability. Malaria is widespread in Niger. 
Niger was ranked number one world-wide in Malaria-related mortality rates in 2000 with 469 per 
100,000 people. People who are frequently or chronically ill from malaria are unlikely to be able 
to work effectively. Workers’ absenteeism to threat malaria further lowers labor productivity and 
the ability of workers to produce. The use of government scarce resources to fight endemic 
diseases may also come at the expense of productive and growth-enhancing sectors. Although 
HIV/AIDS is low, it is rising and could constitute a new risk to human and economic 
development in the near future. Trypanosomiasis spread by tsetse fly is a serious obstacle to 
settlement in some of the regions of Niger and to the development of peasant agriculture based on 
ox-plow cultivation.  Livestock diseases constrain both the potential for livestock production and 
producers’ access to international markets. Overall, Niger’s animal health service infrastructure is 
extremely weak and overstretched, and the coverage is poor. In this context, diversifying the 
export destinations of livestock on world markets is likely to be constrained by the requirements 
of international standard.    
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4.42. Food insecurity. With continued dependence on rain-fed staple crops, hunger and the 
specter of famine loom large in the lives of the Nigerien poor. The failure of one season’s rains 
can lead to widespread malnutrition and starvation as occurred in the recent past. According to a 
joint assessment undertaken by the Government of Niger, the United Nations and Non-
Governmental Organization partners in March 2005, 3.6 million people were in need of 
emergency food assistance, of whom 2.5 million or 3,815 villages were thought to be extremely 
vulnerable and require food assistance. Droughts more often result in increases in the prices of 
cereals (millet and sorgho) and staple foods of the rural population, and dramatic decreases in 
prices of livestock (“savings account” of agro-pastoralists and pastoralists)91. As a result, the rural 
population often migrates out of the most vulnerable zones. Food insecurity becomes an endemic 
problem the Government has to tackle urgently more often, leaving little place to reflect on long-
term issues of growth and development challenges.    
 
4.43. Nutrition-based poverty trap.  Generally, poor people in Niger are malnourished and 
they are too weak to perform up to their physical potential. Their productivity is thus relatively 
low and so are their incomes. They are thus caught in a nutrition-based poverty-trap, which limits 
Niger’s growth potential. The nutrition-based poverty trap may become a self-reinforcing 
phenomenon as recurrent severe malnutrition affects a large proportion of children, the future 
labor force in Niger.  Nutritional issues are also a major concern in Niger. In 2005, one child out 
of five under the age of five was affected by moderate malnutrition and was at risk of becoming 
severely malnourished in the near future if not assisted.92 Prospects for productivity, increasing 
human capital, and growth are gloomy unless the country invests widely to improve health and 
nutrition conditions.  
 
4.44. Gender, education, and fertility.  Differences in comparative advantages between men 
and women may be a source of low-growth trap (see Appendix 2).93  Interaction between wages, 
fertility, and the cost of education can lead to a poverty trap (Kremer and Chen, 1999).94 In 
general, fertility decisions affect both women’s labor supply and decisions to invest in human 
capital. In fact, fertility tends to be inversely related to women’s wages, or education. In Niger, 
gender gaps stand out to be a critical issue in Niger. As Niger’s PRSP makes explicit, women are 
the most vulnerable in Niger. They suffer greater income poverty, have higher rates of disease, 
lower rates of schooling, and are highly vulnerable to legal and basic human right abuses. 
Fertility rates in Niger are among the highest in the world, and women tend to have low 
incentives to acquire education. In these circumstances, wage and opportunity gaps tend to 
appear, compounding the gender gap. As a result, women tend to be excluded from the 
production process, though they participate in informal income generating activities. The 
exclusion of a large segment of the population (women) from productive activities limits Niger’s 
growth potential and aggravates the poverty traps. 

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


