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A combination of extremist violence, rapid demographic growth, and climate change create deep
challenges for Niger as it continues to face major structural constraints. Niger is the second largest
landlocked country in Africa, with vast areas of low population density. It is also among the world’s hottest
countries and one of the most vulnerable to climate change.® Its political settlement revolves around a small
elite with personalized relations competing for access to rent, while the economy depends on factors fully
or partly outside the government’s control, including weather patterns and global commodity prices. The
country’s level of human capital is extremely low, with an important gender gap in economic assets and
opportunities. Given limited fiscal resources, Niger is heavily reliant on external development financing to
fund essential services, including social protection and health; but donor financing in fragile countries is
unstable and may cause distortions.

The 2023 military takeover is Niger’s sixth military-led regime change since achieving independence
in 1960. The country has had six different constitutions and has faced two rebellions by Tuareg insurgents.
After overthrowing President Mohamed Bazoum, the ruling military authorities, known as the National
Council for the Safeguarding of the Homeland, installed General Abdourahamane Tchiani as President of
Niger on July 28, 2023. Declaring that the country faced an urgent need to reaffirm its sovereignty against
foreign influences interested in controlling the country for its strategic location and natural resources, the
interim government announced an inclusive national dialogue to define the transition’s fundamental
principles, priorities, and duration. However, this dialogue has not yet been completed. Activity by political
parties has been suspended, the elected councils of local governments have been dissolved, and local leaders
have been replaced by appointed military or civilian staff.’

In addition to triggering sanctions, the military takeover sharply curtailed access to external
financing. Following the takeover, most donors suspended external development financing. ECOWAS and
WAEMU banned trade in food, pharmaceuticals, and electricity; curbed financial transactions between
Niger and other ECOWAS member states; froze government accounts at the regional central bank; and
closed land and air borders. Niger also lost access to the WAEMU regional bond market. The sanctions
negatively impacted the financial system, deterred private investment, and aggravated the already
precarious financial situation of the state electric utility, NIGELEC, which reported losses of about US$25
million in 2023. Most sanctions were lifted on February 24, 2024, restoring the country’s access to regional
financial markets and multilateral lending, but some lasting effects remain. A diplomatic dispute with Benin
has delayed reopening a key trade corridor, and jihadist insurgency continues to destabilize western Niger.
In 2023, Niger, Burkina Faso, and Mali formed the Alliance of Sahel States and withdrew from ECOWAS.
10

Niger’s economy depends heavily on rainfed agriculture and oil exports, which are both vulnerable
and unpredictable, leading to volatile growth. The agricultural and livestock sectors, represent 38 percent
of GDP and 11 percent of GDP respectively, employ 70 percent of the workforce, mainly women and youth,
and are highly sensitive to frequent climatic shocks. Poor rainfall in 2021 reduced the sector’s growth rate
to 1.4 percent growth, while good rains in 2022 pushed growth to 11.5 percent. The extractive industries,
which include uranium, oil, and gold, are subject to fluctuating commodity prices and elite capture. Niger’s
economy is projected to become more dependent on hydrocarbons over time, exposing it to higher volatility.
With the completion of the Niger-Benin pipeline, oil production is expected to rise from 20,000 to 110,000
barrels per day by end of 2025, increasing the importance of the oil sector to exports, revenues, and GDP.

While the poverty rate has remained relatively unchanged in recent years, disparities across regions
are pronounced. In 2022, the Tillabéri region had the highest poverty incidence at 52.7 percent, followed

8 On the 2022 ND-GAIN Index, Niger ranked 176™ of 187 countries in terms of vulnerability to climate change.
° April 2024.
19 The three countries remain members of WAEMU.
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by Maradi and Diffa at 48.0 and 46.4 percent, respectively, while Niamey and Agadez had the lowest
poverty incidences at 4.9 and 14.4 percent, respectively. Poverty rates in Tillabéri and Diffa rose
substantially over the period, with increases exceeding 10 percentage points. Maradi and Tahoua
experienced more modest increases of 1.8 percentage points, whereas poverty rates in Zinder, Dosso, and
Niamey fell by 7.0, 4.0, and 2.0 percentage points, respectively. The four regions most affected by the
security and humanitarian crisis—Diffa, Maradi, Tahoua, and Tillabéri—host a large and growing number
of refugees and IDPs.

High Level Objective #1:

Global challenges programs supported:

Improve agriculture and livestock productivity

The constraints on increased agricultural productivity identified in the 2017 SCD remain broadly
valid. Productivity gaps—as measured by value added per worker, yields per hectare, and the difference
between actual and potential yields—are particularly large in Niger. The sector is poorly diversified, with
four crops (cowpeas, millet, sorghum, and peanuts) making up the bulk of overall production, and most
farms are very small. Efforts to increase on-farm productivity by improving access to critical inputs and
strengthening extension services have been inconsistent. Private investment in the sector is constrained by
weak enabling and regulatory environment and low capacity of local private actors, composed largely of
(informal) entrepreneurs. A World Bank-supported e-voucher program improved the targeting and
distribution of subsidized seeds and fertilizers for smallholder farmers but was discontinued after 2018 due
to lack of funding. A new government agency, the Investment Funds for Food Security and Nutrition (Fonds
d’Investissement pour la Sécurité Alimentaire et la Nutrition), is tasked with promoting agricultural finance,
but progress has been limited. Moreover, due to higher cost of conventional energy, investment costs for
irrigation exceed the regional average, posing a serious obstacle to the expansion of irrigation in the country.
Nevertheless, there are opportunities in solar-powered irrigation systems.

Support for access to water, transportation, and finances are needed to address food insecurity. An
urgent priority is to extend the agricultural season through dual-crop farming in each calendar year by
capturing and storing water during the rainy season for use during the dry season. Expanding small-scale
irrigation to decrease reliance on rainfall patterns while preserving groundwater-dependent ecosystems
depends on decreasing the costs of such systems (which implies progress in public procurement). In parallel,
transportation infrastructure needs to be improved to facilitate agricultural and livestock trade between
countries and regions. Disaster-risk financing mechanisms can provide timely, targeted finance in response
to or in anticipation of a climate shock, reducing its socioeconomic impact. These mechanisms include
market-based instruments (e.g., insurance schemes, catastrophe bonds, and swaps), contingent financing
(e.g., credit), and budgetary tools (e.g., a dedicated reserve fund or contingency budget).

To succeed, agricultural and livestock reform must pivot from the current supply-driven strategic
approach to a more producer-led approach. In the producer-led approach, the public sector focuses on
providing the public goods necessary to support the growth of the sector, particularly through women and
youth. For example, organizing groups of buyers (e.g., cooperatives) can promote bulk purchases of seeds
and fertilizers. Supply and demand considerations are closely related, as weak demand for commercial-
grade products discourages private investment in the provision of agricultural inputs, irrigation and
harvesting equipment, greenhouses, and services such as storage facilities and logistics. Focusing on local
systems of production and consumption and on small-scale technologies reflects the synergy between
technological improvements in agribusiness, access to finance, integration into regional value chains, and
investments in irrigation, water infrastructure, rural electrification, transportation systems, and other forms
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of infrastructure. Finalizing the National Action Plan for the Land Policy would improve the management
of shared areas and resources.

Accelerate climate adaptation and improve disaster risk management

Niger is among the most vulnerable countries in the world to climate change,'' and floods, droughts,
and other natural disasters are increasing in intensity and frequency. In 2020, severe flooding affected
over 632,000 people and caused losses of around 2 percent of GDP. In 2021, poor rainfall devastated cereal
production in large swaths of the country. Niger experiences, on a long-term average, a drought every three
year and a flood every 1.5 years, resulting in income losses ranging between US$35 million and US$85
million per year (0.24-0.59 percent of GDP), on top of the cost of emergency support to affected households
and communities. According to the Intergovernmental Panel on Climate Change, most climate scenarios
indicate that temperatures in the Sahel will rise by at least 2°C in the near term (2021 to 2040), while rainfall
patterns are projected to become more irregular, with sudden oscillations between very wet and very dry
years. Without adaptation measures, GDP could be reduced by 11 percent, and the poverty rate could
increase by 8 percent under the most pessimistic scenarios, relative to a no-further-climate-change
baseline.'?

To date, the government’s response has been insufficient to address climate risks.'* The institutional
framework focuses narrowly on emergency response rather than comprehensive disaster-risk management
(DRM). Moreover, the activities of the numerous DRM stakeholders are not properly integrated, leading to
a lack of consensus and misaligned interventions that increase the difficulty of managing a complex variety
of risks. Inadequate DRM deters investments in agriculture and agri-business, undermines productivity
growth, and limits efforts toward climate adaptation. DRM, supported by an adaptive social protection
system, must emphasize: (i) increasing resilience to floods, including through investments in risk reduction
and early warning systems, (ii) improving urban management to enhance the planning and execution of
climate-adaption investments, and (iii) strengthening the provision of essential services while building
capacity to manage surges (including the additional needs of refugees and IDPs) and to redeploy resources
in response to shocks.

Enhancing climate resilience will require strengthening the coverage of adaptive social protection
programs to focus resources on the poorest households and groups, with particular emphasis on
gender inequality. Adaptive safety net systems must balance long- and short-term interventions, scale up
response capabilities to address shocks, enhance targeting through the social registry and e-payment
systems, and ensure public accountability through grievance-redress mechanisms. Efforts to strengthen the
resilience of vulnerable groups must foster their capacity to prepare for, respond to, and adapt to the
deleterious effects of covariant shocks.

Investments in productive safety nets, focusing on women, have delivered positive results in Niger,
enabling diversification away from agricultural enterprises while increasing food security.'* The
government is undertaking limited efforts to pilot data-driven climate-related early warning systems. For
example, the Adaptive Social Safety Net Project 2 has supported the implementation of an early drought-

' Niger, Chad, and Mali rank among the top seven most vulnerable countries to climate change. Source: https://gain.nd.edu/our-
work/country-index/rankings

125 Sahel Climate Change Development Report (World Bank, 2022).

13 Niger Country Economic Memorandum (World Bank, 2022).

14 Bossuroy, T., Goldstein, M., Karimou, B. et al. Tackling psychosocial and capital constraints to alleviate poverty. Nature 605,
291-297 (2022). https://doi.org/10.1038/s41586-022-04647-8.
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response pilot program led by the National Food Crisis Management and Prevention System (Dispositif
National de Gestion et Prévention des Crises Alimentaires)."

Contain insecurity and redress grievances

The overall security situation has significantly worsened in the past decade. The deterioration is visible
both in the geographic scope and intensity of insecurity, reflecting spillovers from extremist violence in
neighboring countries intersecting with inter-communal conflicts and organized crime. Increasing security
expenditure over the past 10 years has not enabled the state to regain control over the territory but could
create trade-offs between security and social spending. Furthermore, check-and-balance institutions have
reported serious governance and ethical issues within the armed forces. The justice sector’s capacity to
mediate grievances, a key factor in curbing the spread of violent extremism, is limited. The formal judicial
system is overburdened, under-resourced, and perceived as unfair, while traditional justice mechanisms
remain difficult to access, though some traditional leaders have played a positive role in reintegrating ex-
combatants and incorporating refugees and IDPs into local communities.'®

Addressing insecurity and attenuating grievances require strong and coordinated interventions in
conflict prevention and mitigation that reflect the complex causes of violence. Previous experience in
Niger had shown that a combination of capacity-building initiatives, improvements in conditions for the
military, local mediation and inter-communal dialogue, and demobilization and reintegration programs for
members of violent extremist groups can yield positive results. Addressing violence at the periphery of
larger conflicts will require multiple interventions, including: (i) efforts to foster strong, accountable
governance of the armed forces; (i) continuous support to formal and traditional institutions to foster peace
and resilience while avoiding uncoordinated or duplicative efforts; (iii) measures to ensure that the justice
sector can effectively mediate conflicts around access to land and water; (iv) initiatives to build a positive
state presence in remote and rural areas by establishing security and by meeting the social and economic
needs of communities, particularly youth and women; and (v) special attention to the needs of refugees and
IDPs and measures to attenuate tensions with host communities.

High Level Objective #2:
Global challenges programs supported:

: Support the sound and transparent management of public resources

Niger’s core government functions are constrained by structural economic factors, questionable
policy choices, limited institutional capacity, and weak public accountability. The government’s scope
to mobilize domestic resources is hindered by the expanding informal sector, which generates around 40-
50 percent of GDP'" and employs 90 percent of the population. Tax exemptions are often not justified by a
clear economic rationale,'® while cumbersome bureaucratic processes and opaque tax administration further
diminish domestic revenue generation. Qil revenues are expected to climb to 3.5 percent of GDP and nearly
one-fifth of total revenues once exports via the new pipeline commence, but gold revenues are mostly
unaccounted for, and the management of natural resources is not transparent. According to the 2023 Public
Expenditure and Financial Accountability report, some gains have been made in improving transparency,

15 The pilot uses satellite data to detect droughts and provide emergency cash transfers to affected populations 4-5 months before
the traditional lean season response. More than 20,000 households have been reached with financing by the World Bank since
2021, with more targeted by WFP and UNICEF using the same trigger. Other initiatives include anticipatory efforts led by UN
agencies that also provide capacity-building support to the government’s climate-related early warning systems.

16 In 2019, the World Justice Project found that 68 percent of Nigeriens went to a family member or friend for help with a legal
issue, while only 7 percent went to a traditional leader, highlighting the low rates of access both to traditional and formal justice
mechanisms.

17 TFC CPSD, forthcoming.

18 Foregone revenues represented of 1.6 percent of GDP as of 2021.
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but no progress has been achieved in terms of access to documentation, the clarity of fiscal transfers to local
governments, public investment management, or financial data integrity. The decline in internal audit and
internal control mechanisms is particularly worrying. Public investment is rising, yet the 2019 Public
Investment Management Assessment found a significant implementation gap.

To achieve concrete results, support for a more effective and accountable state needs to be multi-
pronged and backed by appropriate incentives and accountability mechanisms. Domestic resource
mobilization must increase, and public expenditures need to be made more inclusive, which will require
streamlining tax exemptions, improve tax and customs administration, and strengthen the management of
the extractive industries. Public finance documents must be made public. The distributive impact of fiscal
policies must be analyzed, as some expenditures on social protection, public education, and other areas may
be regressive. Public investments must also be scrutinized to ensure the effective and transparent use of
public resources. Niger’s public-sector wage bill as a share of GDP is at the bottom end of the range for
low-income countries and below the WAEMU convergence criterion of 35 percent of revenues. An increase
in public employment may be necessary to meet the needs of Niger’s growing population,' but expanding
the public workforce efficiently will require changes in recruitment and postings, capacity-building support,
and strong performance incentives. Finally, aid financing needs to be better coordinated, and donor-funded
public investments must align with the government’s priorities and fiscal cycle.

Strengthen institutions to improve local service delivery

The state’s uneven willingness and capacity to deliver public services is straining the social contract.
The country’s geography increases the cost of delivering public services, as its territory is vast, with large
areas of very low population density and a significant minority of transhumant pastoralists.?’ Climate
change is degrading public infrastructure, while insecurity is intensifying pressure on cities by restricting
travel and increasing displacement. In some urban centers, rapid demographic growth and urbanization
have overwhelmed the government’s capacity to provide basic services and infrastructure. By international
standards, Niger’s civil service is small relative to the size of the population, but fiscal space is limited,
which reduces the scope for new hiring. Moreover, deficiencies in the management of civil servants may
reduce the impact of additional hiring on the quality of public services. In addition to these structural
constraints, policy choices also take a toll, as the concentration of financial and human resources in the
capital, slow progress in implementing deconcentration and decentralization reforms, deficiencies in public
financial management and human resources management, and regressive social spending negatively affects
service delivery.

Before the military takeover, decentralization and deconcentration reforms were progressing slowly
due to weak political support and capacity constraints. About half of the public-sector workforce is
concentrated in the capital Niamey, along with most decision-making power and resources. Only three
local-level elections have been held in the past 20 years. In the areas of public education and water services,
some progress has been made in transferring basic responsibilities to the municipalities, such as local
management of contract teachers, school building and maintenance, and the construction and maintenance
of water points. Yet fiscal transfers to local governments remain small, and the retrocession of 15 percent
of mining and oil royalties to support local development has been delayed.

Local service delivery needs to be supported as decentralization and deconcentration policies are
implemented. Efforts to decentralize financial and human resources have encountered strong resistance
from vested interests, and both entail considerable challenges. The limited pool of qualified human
resources constrains local staffing, and skilled workers are often unwilling to work outside the main cities.
Moreover, limited and erratic resource flows hinder the ability of local governments to pay their staff on

19 More than 1 million children will enter primary school each year until 2030.
20 Even in the more densely populated South, where 96 percent of the population lives in 25 percent of the territory, the average
density is about 60 inhabitants per km?.
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time. To advance decentralization, ex ante controls must devolve to the governorate and prefecture level,
which will require posting more skilled staff outside Niamey. Along with strengthening governance at the
commune level, innovative and pragmatic approaches are needed to address challenges around service
delivery by fostering collaboration among multiple local actors, deconcentrated administrations, the private
sector, NGOs, traditional local leaders, women and youth. Specific attention must be paid to service delivery
in violence-affected areas, including support to enable communes to prepare for and respond to natural
disasters, inflows of IDPs, and other crises.

Expand access to an adequate and sustainable water supply

Water is vital to socioeconomic development in the Sahel, and insecurity around water access drives
instability in the region. Across the region, population growth, climate change, lack of institutional
capacity, and competition between stakeholders is increasing pressure on water resources. With water
scarcity adversely impacting economic development, the combined GDP of Sahelian countries could drop
significantly by 2050.2! The current rate of water-infrastructure development is barely keeping pace with
population growth, and access rates are increasing only slightly. Expanding access to drinking water,
sanitation, and hygiene infrastructure remain a major challenge in Niger. Only 49 percent of the population
has access to basic water services, and just 16 percent has access to safely managed basic sanitation. A
recent diagnostic study on water resources in Niger shows that annual water consumption is roughly 1,057.5
million m?, of which 74.5 percent goes to irrigation.

Although the urban water sector has undertaken important reforms since 2001, it faces multiple
challenges. Public-private partnerships (PPPs) have been implemented with the creation of the Asset
Holding Company for Urban Water Supply in Niger (Société de Patrimoine des Eaux du Niger, SPEN), a
public corporation in charge of the sector’s development, and the Niger Water Supply Utility (Société
d’Exploitation des Eaux du Niger, SEEN), a private operator engaged to operate and maintain water
facilities and oversee commercial activities conducted through affermage lease contracts. SPEN manages
urban water supplies within specific perimeters, and its mandate cannot be transferred to local authorities.
The objective of the PPP reform was to build a self-financed water subsector capable of providing a low-
cost supply of drinking water to all urban populations by 2030. Tillabéri, Maradi, and Zinder need high
investment due to hydrogeology and water quality challenges, while Diffa and Tahoua require costly deep
wells. Financial support for decentralized rural water projects is inadequate, and unclear institutional
arrangements and centralized funds continue to hinder progress.

High Level Objective #3:

Global challenges programs supported:

Expand access to quality education and healthcare

Despite signs of progress, human capital development indicators remain very low. A child born in
2022 is expected to reach just 39 percent of what her lifetime productivity would have been had she
received a complete education and been in full health. This outcome reflects a very low average of 2.7
learning-adjusted school years and a high stunting rate of 48 percent.?? The fertility rate declined from 7.4
births per woman in 2012 to 6.2 in 2021 but remains extremely high. Moreover, the median age is under
15, and public services are insufficient to meet the needs of the population. While Niger is still a pre-
demographic-transition country, a recent decline in the under-five mortality rate from 326 deaths per 1,000

21G5 Sahel Climate Change Development Report (World Bank (2022), quoting a 2016 World Bank study that estimated that the
Sahel’s annual GDP could drop by between 0.82 percent and 11.7 percent by 2050 because of climate-related water scarcity.
22 Human Development Index.
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live births in 1990 to 77 in 2020, combined with a drop in overall and adolescent fertility,?

movement toward the initial transition phase.?*

suggests

Strengthening human capital will require sustained and focused investments both to generate and
leverage a demographic transition. An estimated 1.2 percent of GDP must be allocated to education each
year for the next three decades to supply the infrastructure, trained educators, and learning materials
necessary to meet the needs of the rapidly growing population.?® Increasing and stabilizing government
healthcare spending, prioritizing primary care, and reducing out-of-pocket costs will be critical to achieve
significant results. Public health spending is currently low at US$34 per capita in 2021, with only 60 percent
devoted to primary healthcare, while out-of-pocket spending is high at 42 percent of total health spending
in 2021. Annual public health spending fluctuates substantially, and spending is not efficiently targeted.?®
Increasing access to preschool and expanding school feeding programs could yield especially large gains
in child development at a relatively modest fiscal cost.

Addressing inequalities faced by adolescent girls and women is critical due to the high economic,
social, and individual costs of gender disparities. Transforming Niger’s economic development trajectory
will hinge on women’s empowerment. Gender parity is a cross-cutting goal that should be mainstreamed
into all policies, with dedicated interventions targeting gaps in human capital investment, customary
practices related to land and asset ownership, early marriage and childbearing, decision-making norms
within households and communities, the division of labor for household tasks, and the critical issue of
gender-based violence. Engaging opinion leaders, including local, traditional, and religious authorities, will
be vital to effectively implement laws protecting women’s rights. Reducing gender inequality could increase
GDP by 7 to 25 percent, with positive effects on fertility potentially boosting per capita GDP by 11 to 30
percent.?’

High Level Objective #4

Global challenges programs supported

Support the creation of better employment opportunities

Niger faces significant challenges associated with a largely agrarian and resource-based economy,
and a large share of its population is young, poor, and located in rural areas. Jobs offering higher
salaries are limited and mainly concentrated in the extractive industries, which are capital intensive and
cannot absorb many workers, or in the public sector. The labor market is characterized by insufficient and
uneven demand for labor, high seasonality, low remuneration, and skills mismatches, adversely affecting
youth and women. In 2022, an estimated 93 percent of employment was classified as vulnerable, far above
the average for sub-Saharan Africa.”® Nonagricultural self-employment and household enterprises
constitute 15 percent of primary occupations, and among households in which agriculture is the primary
occupation, household enterprises are often an important source of income diversification.

Formalization is a key priority. Formalizing more enterprises, especially for youth, would create better
jobs, strengthen the social contract, boost investment, broaden the tax base, and support the financial sector.
Niger could build on successful examples from Ghana and Sierra Leone, where informal workers have
obtained better credit conditions, social security, and insurance coverage, as well as skills development

23 The rate of births among 15-19-year-olds fell from 40 percent in 2012 to 25 percent in 2021.
24 Institut National de la Statistique (2021).

25 World Bank (2024), Niger Economic Update.

26 World Bank (2022), Niger immunization financing system assessment.

27 World Bank (2019), Economic Impacts of a Gender-Equal Society in Niger

28 World Bank (2024
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provided through trade unions. Niger had had some success in establishing occupational networks and
cooperatives, which it could build on. Alleviating constraints on the creation and growth of household
enterprises could significantly accelerate job creation, productivity gains, and income growth, especially
for households in poverty.

The jobs agenda needs to attract private investment in key sectors. Niger continues to lag comparators
in two sectors with especially high growth potential: (i) the production, transmission, and distribution of
renewable energies, including solar oftf-grid and mini-grid solutions; and (ii) the diffusion and uptake of
digital technologies. Promoting private-sector participation is crucial to boost labor demand while
stimulating the development of a diversified economy outside the extractive industries but will require
significant improvements in the regulatory environment. In the extractive sector, a local content strategy is
essential to build the technical and financial capacity of local enterprises, enabling them to play a pivotal
role in services delivery and jobs creation.

Low and deteriorating levels of financial inclusion are a structural impediment to the development
of household enterprises. The regional central bank’s financial-inclusion index places Niger at 0.38 in
2023, far below the WAEMU average of 0.6, while the World Bank’s Findex shows the financial-access
rate falling from 15.5 percent of the adult population in 2017 to 11.7 percent in 2022.% Only 14 percent of
the overall population uses financial services, the lowest rate in WAEMU and far below the average of 67
percent. Bank credit to the private sector amounted to 13 percent of GDP at end-2021, just over half the
regional average of 24 percent. The MSMESs financing gap®® remains large, estimated at 43.7 percent of
GDP, despite support from development partners such as the IFC to local banks through Risk Sharing
Facilities and credit facilities, as well as the provision of technical assistance via the Local Champions
Initiative to strengthen high-growth local businesses. Constraints on credit access stem from a lack of trust
in the financial sector as well as widespread informality. The prohibition on financial transactions between
Niger and the rest of ECOWAS for seven months further aggravated the situation.

The imposition of sanctions by ECOWAS had a deep and lasting impact on MSMEs and foreign
investors’ risk perception. Sanctions affected the operations of businesses in all sectors. Imports fell by
almost 60 percent, while prices spiked, and electricity shortages intensified. Hotel bookings fell by nearly
85 percent between August and November, while large externally financed public construction projects
were halted, with some companies in the sector ceasing operations altogether. Overall, constraints on the
private sector have likely led to significant firm closures and an increase in underemployment and
unemployment, as many firms have had to reduce working hours or lay off some of their workers to continue
operating.’!

Women face particularly high barriers to participation in formal economic activities, and addressing
gender disparities is critical to increase opportunities for women and girls. Female employment is
mainly concentrated low-productivity, low-paying farm and nonfarm self-employment, and women work
at paid jobs for a limited number of hours. Girls spend 34 hours a week on household chores compared to
eight hours for boys. Fewer MSMEs are led by women, yet the financing gap for women-led MSMEs
represents 4.3 percent of the country’s total MSME financing gap. The legal framework restricts the rights
of women across several dimensions of economic empowerment.*? Policies designed to address gender
disparities must reflect the unique constraints that women face and the influence of social norms on
women’s voice and agency within the household and in society.

2 See World Bank 2024 and BCEAO 2024.
30 https://www.smefinanceforum.org/data-sites/msme-finance-gap
31 From a firm survey conducted by the Chamber of Commerce and Industry of Niger, as reported in World Bank (2024) Niger

Economic Update.
32 \World Bank Women, Business, and the Law initiative.
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Gaps in digital literacy and skills limit the uptake of digital services and the associated benefits,
including greater access to information, enhanced communication and collaboration, improved
learning, and increased employability and productivity. The education system does not provide
appropriate digital skills or prepare Nigerien youth for the future of work in a digital economy. In 2022,
only 4.41 percent of public primary schools had electricity, and just 2 percent of secondary schools had
internet access. Low rates of electrification are a major barrier to teaching and using digital skills. Providing
schools with electricity will be necessary before increasing internet connectivity and expanding the use of
digital teaching tools.

Improve urban development planning and transport connectivity

While the ever-growing number of people living in the cities has strained urban infrastructure and
services, the share of urban population has remained broadly stable, and urbanization has had a
weak impact on economic development. Addressing structural constraints to urbanization is vital to
mitigate the impact of climate change, ease competition for grazing lands, manage rapid population growth,
and attenuate the insecurity and precarity that affect much of the rural sector. These factors are driving rural-
urban migration, as large numbers of people are pushed out of agriculture rather than pulled in by
productivity gains in cities. Without an adequate supply of affordable housing and services, poverty may
simply shift from rural to urban areas, and focusing capital investments in cities with slower rates of
population growth could boost the poverty-reducing impact of urbanization.

The rapid growth of the urban population could drive job creation in the private sector, but only if
the necessary conditions are in place. By reducing logistics costs and expanding the consumer market,
urbanization could attract more private investment in infrastructure across all sectors. However, given the
country’s significant flood risk, which is projected to worsen due to climate change, addressing urban
development will require also substantial capital investments in resilient infrastructure. This includes
adequate flood-protection measures, urban drainage systems, and the integration of disaster risks into urban
and territorial planning processes. The economic distance between cities can hinder their potential to
diversify or specialize based on local comparative advantages while also exacerbating difficulties in
providing basic services and infrastructure. Adopting a territorial approach to urban resilience will be
crucial to address these challenges.

Expand sustainable access to electricity

Access to electricity remains a major challenge and will require additional policy reforms. Only 19.5
percent of households have access to electricity either through the national grid (15.8 percent) or through
off-grid solutions (3.7 percent), primarily off-grid solar. In rural areas where 83 percent of the population
lives, only 5.3 percent of the population had electricity access in 2020. The National Electrification Strategy
estimates that US$1.8 billion in additional investment in distribution networks, mini-grids, and solar kits
will be needed to connect another 8 percent of the population (largely rural) by 2035. The government has
put in place the institutional and legal framework necessary to address key sector challenges, including a
new Electricity Code, a new tariff-setting methodology for the grid, and performance-based contracts. The
authorities have also implemented a debt-restructuring plan for NIGELEC that increased the government’s
share in the capital of the electric utility, bringing the ratio of equity to permanent capital below 50 percent.

Additional measures are needed to enhance the financial viability of NIGELEC and strengthen the
legal and regulatory framework for the energy sector. While NIGELEC reached a cost-reflective tariff
from 2018-2021, its financial situation remains precarious due to high demand, the need to add generation
capacity, and the impact of recent financial sanctions. A credible financing mechanism and a firm
government commitment to maintain the financial sustainability of NIGELEC will be vital to ensure its
longer-term sustainability. A new tariff-setting methodology and set a new tariff structure would ensure
cost-recovery. The updated Electricity Code must be enforced and augmented by a framework for selecting
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and implementing new electricity-generation projects in line with a least-cost power generation plan
(LCGP) and the national renewable-energy policy. Niger has potential to attract private sector investments
using World Bank partial credit risk guarantees, IFC blended finance instruments, and PPP advisory
services. Adopting an LCGP and strengthening measures to boost domestic generation through competitive
processes will help the country mobilize more resources both from the public and the private sectors,
including foreign investments.

Promote digitalization and associated technology diffusion

The uptake of broadband internet is critical to expand service delivery and promote a broader
economic transformation that creates high-quality jobs, but broadband access remains very
limited. The de facto monopoly of the state-owned Niger Telecoms over the “first mile” infrastructure
contributes to the inefficient management of sectoral resources. Niger has no operational national data
center or internet exchange point, and while its fiber-optic network of about 4,000 km links all regional
capitals and main department heads, it is insufficient for a country of 1,267,000 km?. Niger has one of
the lowest broadband coverage rates in the world at 24 percent. While four mobile operators are active
in the sector, broadband coverage is provided via fewer than 2,000 mobile sites and is limited to main
cities. When accessible, broadband services are often unaffordable, with 2GB data-only mobile-
broadband package costing 7.2 percent of monthly GNI per capita. While this cost is lower than in
Burkina Faso (9.9 percent of GNI) and Mali (9.7 percent), it is far above the levels of Ghana (2.1 percent)
and Nigeria (1.8 percent). Niger’s score on the Digital Adoption Index, which measures the use of digital
services on a 0-1 scale stands at 0.16, below the levels of Mali (0.29), Burkina Faso (0.24), and Ghana
(45).%* Moreover, an unstable regulatory environment discourages private firms from investing in digital
infrastructure.

Digital businesses in Niger face severe constraints that hamper their growth and expansion. These
constraints, which are especially binding for MSMEs, include a weak regulatory environment; a poor
investment climate; the absence of a framework tailored to startups; low levels of broadband connectivity;
deficiencies in electricity, logistics, and other supporting infrastructure; limited access to finance;
inadequate digital literacy and skills; limited access to funding and investment; and issues with
cybersecurity and fraud. The World Bank Group has been active in the telecom sector, advising the
Government of Niger on the restructuring of Niger Telecom and investing in AIRTEL, a leading MNO in
the country, to foster the backbone for digital development. New technologies have a vast potential to
bring significant development gains. For instance, satellite connectivity can bring rapid advances in rural
connectivity, which could have strong impact on financial inclusion and on the delivery of health and
education services to support the adoption of new technologies and digital solutions. Policy reforms should
aim to enhance trade facilitation, business regulation, taxation, and alignment with international standards.
Developing specific technology policies for agriculture and related sectors such as storage and management
could bolster productivity and competitiveness.

33 World Bank Digital Adoption Index.
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