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MEMORANDUM AND RECOMMENDATION OF THE MANAGING DIRECTOR
TO THE PRESIDENT OF THE INTERNATIONAL DEVELOPMENT ASSOCIATION

ON A PROPOSED INTERIM TRUST FUND CREDIT
TO THE ISLAMIC FEDERAL REPUBLIC OF THE COMOROS

FOR A THIRD EDUCATION PROJECT

1. I submit for your approval the following memorandum and recommendation on a proposed Interim
Trust Fund Credit to the Islamic Federal Republic of the Cornoros of SDR 5.1 million (US$7.0 million
equivalent), to help finance a Third Education Project. The Government and the local communities will
contribute US$0.3 million and US$0.2 million equivalent, respectively. The ITF credit will be granted
on standard IDA terms with 40 years' maturity.

2. Country Background and Bank Assistance. The Comoros is a small archipelago in the Indian
Ocean, which has advanced little since independence in 1975 but can do better, even with its modest
potential. The economy is largely rural: three-fourths of the population of 504,000 earns its living
through agriculture, which also accounts for half of all export earnings. Population growth of about
2.7% a year has far outpaced GDP growth, which averaged 0.6% over 1985-95. Weak macroeconomic
management and unresolved structural problems have been to blame, traced, in part, to a highly unstable
political environment. Since a multiparty system was introduced in 1990 the country has known five
changes in government amid several coup attempts, and Cabinet reshuffles every two to three months.
Such a climate adversely affected the Bank-supported adjustment program launched in 1991. Uneven
commitment to improve economic management and governance ultimately led to deteriorating public
finances, inadequate social sector allocations, and weak private sector response notwithstanding a
devaluation of the Comorian franc in January 1994.

3. Recent Developments. A new government formed in January 1997 has acted to put the
adjustment program back on track. A staff-monitored program was agreed with the IMF/Bank in
February 1997, with specific financial benchmarks to be monitored over a six-month test period
(February-July). Satisfactory progress would pave the way for IMF agreement on an Enhanced
Structural Adjustment Facility (ESAF), in turn a condition for an IDA Structural Adjustment Credit
(SAC). The program aims especially to restore financial stability by reducing the primary budget deficit,
and to accelerate privatization of public enterprises (PEs). Efforts are under way both to improve
revenue collection, by restructuring customs administration, and to lower the wage bill, by implementing
the 1994 civil service organizational plan and cutting civil servant salaries. Preliminary results in the
first quarter of 1997, on both fronts, have been encouraging. On structural reforms, the government has
agreed to move on privatizing PEs in utilities, air and maritime transport, and petroleum imports. To
date, the electricity company has been privatized and the air transport company liquidated.
Notwithstanding progress on technical preparation for privatization, a considerable need exists for
strengthening political commitment and public consensus in support of actual program implementation.
Reform of the regulatory framework is also essential.

4. Against a backdrop of declining real per capita incomes and a government experiencing serious
and chronic financial difficulties, the village-level communities of the Comoros have become
increasingly self-reliant and emerged as the chief basis for hope regarding the country's future. These
communities have demonstrated cohesiveness, interest in the development process, willingness to pay for
quality services, and ability to take responsibility for management. While a recent Poverty Assessment
revealed that most Comorians live at near-poverty levels, manifestations of extreme poverty are rare,
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given a functioning traditional safety net supported through remittances from abroad. Community
solidarity being strong, a large majority enjoy access to adequate food, clothing, shelter, basic health
care, and water.

5. Bank Assistance Context. The objectives of Bank assistance to the Comoros have for many years
been the same: economic growth, with a focus on poverty reduction; human capital development; and
preservation of the environment, given severe deforestation and soil erosion. In collaboration with the
IMF and other donors, the Bank has tried to engage each incoming government in policy dialogue,
emphasizing in particular the need for sustained commitment to macroeconomic stability and key
structural reforms. Building such commitment is critical for development of the modern state and for
establishing the basis for modest per capita growth, urgently needed given high population growth. This
effort has been the central focus of dialogue in the course of preparing and implementing an adjustment
program (supported under the first and proposed second credit), an Economic Strategy Note, a second
Policy Framework Paper and a Tourism study.

6. Given chronically weak public finances, the Bank is increasingly directing its resources towards
support for community development, focusing on projects that rely on communities themselves (rather
than the public sector) for successful implementation. The Population and Human Resources
Development (PHRD) Project (FY94), for example, aims to strengthen basic health care and promote
community participation in developing social infrastructure and small-scale productive activities, with
financing from a Community Development Support Fund. Similarly, the Pilot Agricultural Services
Project (FY97) seeks to promote a participation-based and results-oriented extension service to collect
and relay market- and farm-related information, to help strengthen capacity to implement the agriculture
strategy. Finally, the Third Education Project presented in this report accords primary responsibility for
implementation to schools and local authorities, building on the experience of the PHRD project.

7. Going forward, the Bank will sustain policy dialogue with the government on medium- and long-
term development objectives (under the proposed SAC, a third Policy Framework Paper and ongoing
client consultation), while maintaining emphasis on community development and participation (under a
second Population and Human Resources project and an Infrastructure, Water and Environment project,
both being designed on the basis of beneficiary assessments and client consultation). While prospects for
adjustment appear brighter now than they have been in several months, the two-pronged approach will
ensure a core level of support to those groups in the Comoros that are most likely to utilize it effectively,
in the event government commitment wanes and once more derails adjustment.

8. The Education Sector. The Government is aware that the present education system is not
producing the basic skills required for national development and the reduction of poverty. More than
one-third of school-age children do not attend formal schooling at primary level and, among those who
complete the 6-year primary cycle, only about 40 percent continue onwards to lower secondary
schooling. In 1995-96, net enrollment ratios at primary and lower and upper secondary levels were
estimated at 55. 9 and 2 percent, respectively. Girls represented nearly 45 percent of enrollees at each
level. However, these figures mask an inequitable distribution of services between the three islands. In
1995-96, girls' enrollment ratios were significantly lower than those of boys in 9 of the 15 school
districts, especially in Anjouan. Access to primary education is constrained by limited space in existing
classrooms. The vast majority of the 262 public primary schools (1996) were built more than 15 years
ago, using space norms (less than 30 m2 per classroom) that are not adequate for the current size of
classes (national average of 39 pupils) and site planning which does not provide for sanitary facilities and
a minimum size courtyard. At secondary level, the capacity of the existing public colliges (41) and
lycies (9) is underutilized, mainly due to restricted entrance at lower secondary level and recent
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expansion of private education, and MOE has already started rationalizing the school map with the
closing of 5 collges and I lycge in 1994.

9. In addition, low internal efficiency and quality limit participation in education. Low internal
efficiency is reflected by the gap between net and gross enrollment ratios at primary, lower and upper
secondary levels, the latter estimated at 83, 26 and 15 percent, respectively by level. A cohort analysis
shows that, allowing for a maximum of three repetitions, for 1,000 children entering Grade 1, only 174
are expected to enter the lower secondary cycle, 87 the lower secondary cycle and 25 to pass the Grade
13 examination (baccalaurat). The system must provide 14 years of schooling per student who
completes the primary cycle. This situation is due in large part to the poor level of quality of public
education. During the period 1991-1994, sporadic teacher strikes have also shortened dramatically the
number of effective school days in the last four years to less than 100 days, compared with the stated
norm of 160 school days per academic year. In 1994-95, at least 20 percent of public primary
classrooms have been closed for lack of teachers. Shortages of school materials and poor management
also contributed to the deterioration of quality. In 1993, the MOE conducted a national learning
assessment at the end of Grade 6 which concluded that pupils achieved scores in French and math that
were generally comparable to scores that French Grade 4 students would have achieved on similar tests
-- assuming that the curricula are very similar between the two countries.

10. Demand for quality education is high. In reaction to deteriorating conditions in public schools, a
growing number of parents and local authorities, mostly in the largest villages and in dynamic
communities, chose private for-profit schooling. In 1995-96, enrollments in private schools continued
increasing, representing 10 percent at primary, 39 percent at lower secondary and 32 percent at upper
secondary levels (compared to 4, 22 and 9 percent in 1993-94). This shows an increasing demand and
willingness to pay for private secondary education. While this development of private schooling is
welcomed, it raises issues of equity, sustainability (e.g. if public schools resume normal operations) and
quality assurance. Moreover, during the last two years, this development led to further deterioration of
public education, especially for the poor. Teaching staff in private schools are recruited among civil
servants who retain their public position but often neglect their obligations to public schools. The
Government is moving prudently, considering a range of policies and measures to encourage
development of quality private schooling, while at the same time improving equitable access to quality
education and improving efficiency of public provision of education services. Measures that are being
considered include: improved accreditation system for private schools, better control of teacher
assignments and presence in public schools, and cost recovery for publicly-provided services to private
schools (e.g. teacher in-service training, standardized examinations).

11. Unemployment, underemployment and low productivity are features of poverty in the Comoros
as in many developing countries. The labor market is not well known. The last comprehensive
manpower survey was conducted in the early 1980's; it has not been updated since, thus making it
difficult to assess the changing needs of the labor market, particularly in the areas of tourism, commerce
and trade, and the informal sector. The 1991 population census indicates that the formal sector is small
with about 21,000 employees in services, 6,000 public civil servants and 1,000 employees in private
manufacturing. In the Comoros, the main factor perpetuating poverty across generations is the low level
of education among the poor which limits their employment and trade options as well as their mobility.
In addition, relatively high wages (in foreign currency terms) and low productivity have contributed to
poverty by making the Comoros uncompetitive in international markets. Employment is expected to
benefit from changes enhancing the business environment and employment creation, such as
improvement in the legal system, trade liberalization, better access to credit and better land tenure, which
are supported by an FY94 IDA-financed Small Enterprise Development Project.
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12. Since the early 1990s, IDA's assistance strategy for education has been to promote Government
ownership and development of sectoral strategies. As part of these efforts, the FY87 Second Education
Project funded investments in primary, secondary and technical education that aimed at strengthening the
human and managerial capacity of the Ministry of Education (MOE) and providing materials to schools.
In the footsteps of studies financed under the project and with further assistance from a PPF (signed on
January 24, 1995) and a Japan PHRD Grant administered by the Bank, the Government organized Etats
Gjnraux in June/July 1994 with a view to update its strategy in the sector and MOE prepared a Program
for the Reinforcement of Education and Training (PRET) in March 1996. The program's goals are to
improve access to quality basic education and develop manpower skills for the labor market while at the
same time rationalizing public provision of secondary and higher education. The underlying strategies
include targeting of programs to the poor, enhancing the relevance of education and training, improving
internal and external efficiency, and strengthening management capacity to support these policies and
measures.

13. Project Rationale. Despite encouraging political developments, there is still uncertainty as to
how fast the government would implement reforms needed to achieve sustainable growth. The proposed
project reflects the objectives of Bank assistance to the Comoros with focus on human resources, poverty
alleviation and the environment. IDA would have an opportunity to pursue a leading role in human
resource development to stimulate the creation of wealth and improve equity and access to quality public
education, for the poorest segments of the population, attracting other donors and assisting Government
in improving coordination of externally-financed projects.

14. Project Objectives. The project would improve learning achievements and acquisition of
competencies in the two priority sub-sectors identified in the PRET (para. 12), namely primary education
and vocational training. To ensure effective and timely implementation of the project, it would also
support local capacity building in planning, execution, monitoring and evaluation of sector investment.

15. Project Description. The project would improve learning at primary level through increased
participation in quality education. Participation would be improved through: (a) establishment of local
school committees with financial and managerial authority on public primary schools; and (b) provision
of adequate infrastructure through school improvement grants to participating communities in targeted
areas. The project would finance construction / rehabilitation, furnishing and equipping of classrooms
located in the poorest areas of Anjouan, M'oheli and Grande Comore. These districts were selected by
MOE for priority intervention on the basis of their lower-than-average enrollment ratios (especially for
girls), difficult access to school (mostly hilly areas), and where poverty is acute. At the completion of
the project, about 220 classrooms would have been refurbished or constructed in about 120 schools,
providing an additional 3,600 student-places to accommodate increased enrollment. By 2001, net
enrollment ratios of boys and girls are expected to reach 78% and 69%, respectively, compared to 69%
and 58% in 1995. Quality of the teaching-learning processes would be improved by: (a) developing
better management practices to monitor delivery of the study program; (b) providing teaching/learning
materials, both for class and individual learning activities; (c) extending the repertoire of teaching-
learning methods used by teachers in the classroom; (d) strengthening supervision practices to develop
and monitor implementation of effective teaching practices; and (e) supporting development of learning
assessment and education information systems at regional and central levels of the MOE. Achievement
of these objectives would be monitored through participation rates (new intakes, graduates and cohort
analysis), bi-annual national learning assessments, results of supervision visits to schools, and school
management practices.
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16. The project would improve competencies of skilled workers through the establishment of an
autonomous, flexible and effective demand-driven training system. The Government plans to launch a
reform of the vocational training system in line with the goals identified during the Etats Giniraux and
in the PRET. The objective of the reform is to establish a cost-effective system to develop the skills and
qualifications needed to meet the demands of the labor market, including the informal sector. The
establishment of a performing vocational training system would be achieved through the creation of a
small, autonomous institution -- the Office for Vocational Training (OVT) -- managed by an independent
council with a majority of members designated by the private sector. Competencies and skills would be
developed through (a) support for management and the initial financing of a Vocational Training Fund
(VTF) which would finance part of the expenses of training linked to the execution of sub-projects which
respond to needs identified in the labor market; (b) support for the development of training modules
which lead to a qualification and the training of the trainers: and (c) support for the reorganization of
existing vocational training institutions in order to develop autonomous management, as well as modular
programs adapted to the labor market. Achievement of these objectives would be monitored through
beneficiary assessments of training sub-projects and follow-up surveys.

17. The project would support the development of effective project management capacities among
staff in the Project Management Unit (PMU) and improve competencies of MOE authorities in planning,
execution, monitoring and evaluation of the sector program, in particular following up on the
implementation of the Government's Program for the Reinforcement of Education and Training.

18. Project Implementation. Building on the experience of the Community Development Support
Fund (FADC) established under the FY94 Population and Human Resources Development Project, the
primary responsibility for project implementation would rest with schools and local authorities. Within
MOE, information, education and communication activities, coordination, accounting and procurement
functions would be managed by a small Project Management Unit (PMU) (1 regional officer per island, I
accountant and I procurement officer) responsible for: (a) animating local and regional teams which
would negotiate contracts of activities with institutions and with local School Committees; (b)
coordinating implementation of project-financed activities in close collaboration with the relevant local
authorities and assessment of performance indicators; and (c) procuring goods and services and keeping
project accounts. The OVT would be responsible to manage project-financed activities. The Credit
would reimburse a share of total costs for sub-projects prepared by school committees, MOE regional or
central authorities (in the case of project-financed activities) and employers and training institutions (in
the case of the vocational training fund). IDA financing would be disbursed against agreed upon outputs
that would be specified as part of the process of approval for school-based projects and training sub-
projects, building on successful implementation of FADC-financed school rehabilitation projects.

19. Lessons from Previous IDA Involvement. Lessons learned from the recently completed
Second Education Project (re: Implementation Completion Report No 15321, dated December 29, 1995)
include the need to: base project design on government's own strategy in the sector; establish realistic
and substantively agreed targets with shareholders; develop an overall financing plan for the sector,
including projected sectoral recurrent costs and government counterpart funding of specific program
activities; design programs with a view to involve all technical ministries and agencies in unison with
government initiatives on civil service reform, rationalization of the fiscal situation and improvement of
public management; clearly define technical assistance needs; and coordinate all aid projects by the
MOE, preferably by a single unit. These lessons have been incorporated in the design of the proposed
project.
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20. Rationale for Bank/IDA Involvement. IDA has played a catalytic role in promoting a national
debate on education and training and in supporting reforms which generated a number of key changes
that have already been implemented. Its support for implementation of the newly developed strategy
provides further justification for IDA's involvement in consolidating these initiatives and maintaining
the momentum for substantive reform.

21. Links with CAS. Human resources development and education in particular are given the
highest priority in the Country Assistance Strategy (CAS) for the Comoros, reviewed by the Board on
December 14, 1993. The CAS calls for improved access to primary education in underserved areas and
more efficient use of public resources in the sector to support economic growth.

22. Agreed Actions. Sustainable development of education and training in the Comoros is linked to
the successful resolution of macro-economic, structural and sectoral issues. On the macro-economic and
structural fronts, commitment to redress the public finance situation and to implement agreed upon
structural reforms for sustainable development will need to be reaffirmed. An IDA Structural
Adjustment Credit and an IMF Enhanced Structural Adjustment Facility (ESAF) program are being
prepared for Board consideration at the end of 1997.

23. In the education and training sector, sustainable development rests on: (a) regular payment of
salaries to teachers and staff in MOE; (b) budgetary support for non-salary expenditures, part of which is
to be delegated to local school committees; (c) recruitment of primary school teachers in accordance with
the agreed upon numbers under the civil service reform; (d) establishment and dissemination of clear
policy orientations on roles and responsibilities of stakeholders (MOE, employers, local communities,
parents and students) on governance, financing and monitoring; (e) enforcement of the prescribed
number of school days (160) during academic year; and (f) minimal staff changes, especially in
managerial and supervisory positions where political criteria prevail, through enforcement of objective
criteria for recruitment. These issues have been addressed in the MOE's program (PRET, see para. 3)
and progress is being made, in various degrees, toward their resolution. During negotiations, agreements
were reached on the necessary measures, actions and monitorable steps to address these issues.

24. Conditions of Presentation of the Credit for Approval. The following conditions have
already been met, namely:

(a) a Letter of Development Policy for the education and training sector;

(b) a detailed project implementation schedule for the period between Appraisal and the end of 1998
including detailed Terms of Reference for specialist services, a procurement plan for works,
goods and technical assistance services to be procured during that period, and performance
indicators to be monitored;

(c) detailed terms of reference for the recruitment of an auditor who would assist the Project
Management Unit and the Office for Vocational Training in setting appropriate project accounts
accounting procedures and who would audit the use of funds under the PPF;

(d) the establishment of a management information system to enable the MOE to track annual
monitoring indicators;

(e) a Manual of Procedures describing an action program for the establishment of School
Committees, including the production of a standard legal document, the definition of their
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mission, composition, roles and responsibilities, and the establishment of such Committees on an
experimental basis;

(f) an action program for the establishment of the Office for Vocational Training, including the
production of its legal documents, the definition of its mission and objectives, the composition of
its Board and the recruitment of its members, and the appointment of its Director:

(g) an action program for the establishment of a Fund for Vocational Training, including the
production of the Manual of Procedures;

(h) a Manual of Procedures for the Vocational Training Fund, including preparation and submission
of a request for the financing of a sub-project, eligibility criteria, selection and approval of sub-
projects, contract between the Fund, the sponsor(s) and the training institution(s) in charge of
delivering training, monitoring, control and evaluation of activities;

(i) the proposed investment and recurrent budget for the first year of the project as well as for the
subsequent two years as part of the rolling Public Expenditure Program in the sector, including
sufficient provisions for salaries of staff, administrative expenditures, budget transfers to schools
and key non-salary expenditures for supervision, training, school mapping and learning
assessment;

(j) the content and format of annual reviews of work programs, including assessment of progress on
performance indicators and preparation of detailed action plans for the following period. Levels
of budgetary resources, financial commitments and disbursements from the Credit would be
revised annually, and agreements would be sought on adequate provisions of local funds
(through the country's annual budget, financing from local communities or participation of
beneficiaries); and

(k) on annual counterpart financing requirements and annual budget provisions sufficient to cover
additional recurrent costs resulting from the project.

25. Environmental Aspects. This is a category "C" project, without any direct environmental
impact.

26. Program Objective Categories. The project would contribute to Human Resource Development
and Poverty Alleviation. The project conforms to the Program of Targeted Intervention (PTI), category
B, through geographic targeting of the poor for the primary education component.

27. Project Sustainability. In terms of financial sustainability, the investments planned under this
project will require that the Government undertake a series of measures to increase public revenues, to
allocate sufficient levels of public resources to education, and to improve the efficiency of expenditures
in the sector. During appraisal, agreement was reached on: (a) a sustainable Public Expenditure Program
(both investment and recurrent) for the period 1997-1999; and (b) the level and composition of the
recurrent budget for salary and non-salary expenditures. Proposals for alternative investment and
recurrent budgets were discussed with Government in the context of a joint Bank/IMF mission that
visited the Comoros in January/February 1997.

28. Project Benefits. The benefits would include improved access to quality basic education
especially for the poor, improved learning and academic achievement at primary level, increased
enrollments and internal efficiency. Also, the quality of school-level infrastructures and
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teaching/learning processes would be improved using collaborative mechanisms and improved
management systems in MOE. Apprentices and workers would improve their qualifications and increase
their productivity in the workplace. The establishment of a competitive, demand-driven training system
based on training sub-projects designed jointly between employers and trainers would improve internal
and external efficiency of the training system.

29. Risks. There are three risks foreseen at this point. First, the recently appointed Government
may not be committed to put the structural adjustment program back on track and provide appropriate
level of public resources in the sector. The 1992-94 implementation record on structural reform
indicates that a sound macro-economic framework can be worked out. An agreement with the IMF and
the Bank on a medium-term macroeconomic framework would mitigate that risk. Second, MOE's
capacity to follow through on commitments and the local communities' ability to take responsibility on
school management remains largely untested. Third, teacher unions may continue to disrupt operation of
the public education system, especially if salaries are not paid on time and if vacant positions are not
filled quickly. To minimize these risks, the project will seek endorsement of stakeholders to achieve the
goals, policies, orientations and action plans outlined in the PRET through information campaigns and
activities aimed at supporting the change process.

30. Recommendation. I am satisfied that the proposed Interim Fund Credit will comply with the
Resolution No. IDA 184 adopted by the Board of Governors of the Association on June 26, 1996,
establishing the Interim Trust Fund, and I recommend that the President approve it.

Gautam S. Kaji
Managing Director

Attachments

Washington, D.C.
May 15, 1997
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Schedule A
Page 1 of I

Islamic Federal Republic of the Comoros

Third Education Project

Estimated Costs and Financing Plan

Estimated Project Costs
(US$ million equivalent, including taxes and duties)

Foreign Local Total % of Total
Base Cost

1. Improve Learning at Primary Level 2.76 1.79 4.55 65%

2. Improve Competencies 0.19 0.77 0.96 14%

3. Strengthen Management Capacity 0.57 0.22 0.79 11%

4. Refinance PPF 0.71 - 0.71 10%

TOTAL BASE COSTS: 4.23 2.78 7.01 100%

Physical Contingencies 0.09 0.07 0.16 2%

Price Contingencies 0.21 0.15 0.36 5%

TOTAL PROJECT COST: 4.53 3.00 7.53 107%

Financing Plan
(US$ million equivalent, including taxes and duties)

Source Foreign Local Taxes and Duties Total
Government - - 0.53 0.53
IDA 4.53 2.47 - 7.00
TOTAL 4.53 2.47 0.53 7.53

Estimated IDA Disbursements
(US$ million equivalent)

FY98 FY99 FY00 FYO1 FYO2 FY03
Annual 1.25 1.90 1.27 1.30 0.98 0.31
Cumulative 1.25 3.15 4.42 5.72 6.70 7.00

Slight differences in amounts may occur due to rounding of figures.
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Schedule B
Page 1 of 2

Islamic Federal Republic of the Comoros

Third Education Project

Economic and Financial Analysis

1. The economic analysis of the project includes: (a) an assessment of potential savings that would
be generated from an improvement in internal efficiency at primary level; (b) an examination of equity
issues including distribution of public spending on education, and geographic, gender and income
disparities; (c) an analysis of the consistency of the education sector budget with the overall
macroeconomic framework; and (d) an examination of the rationale for public intervention in vocational
training and the rate of return associated with vocational training.

2. Internal Efficiency. In a context of severely constrained public resources, savings generated
through improvement of internal efficiency can be substantial. Based on 1993-94 data, computation of
student flows shows that it takes on average 4.9 times longer to produce a primary-school graduate in the
Comoros than in a system with no repetition or dropouts. As a result of measures to be implemented
during the project, it is expected that reductions in the drop-out and repetition rates would: (a) reduce the
average number of student-years to produce a graduate from 29.6 to 8.1; (b) generate savings up to
350,000 FC per graduate; and (c) increase the number of children completing Grade 4 by 88 percent (or
from 48 percent to 90 percent of the cohort completing Grade 4).

3. Equity. The Gini coefficient associated with the distribution of public spending on education is
currently 0.46. Analysis shows that et ceteris paribus: (a) increasing primary enrollment ratio and (b)
increasing unit spending in primary education would reduce the Gini coefficient significantly. For
example, a one-point increase in primary enrollment ratio reduces the Gini coefficient by about 2%,
while an increase in unit spending of 5,000 FC reduces the Gini coefficient by about 1.3%. The choice
of the six school districts for targeted intervention is based on an analysis of gross and net enrollment
ratios, new entrants in Grade I and gender disparities.

4. Sustainability. In terms of financial sustainability, the investments planned under this project
will require that the Government undertake a series of measures to increase public revenues, to allocate
sufficient levels of public resources to education, and to rationalize expenditures in the sector. During
appraisal, agreement was reached on: (a) a sustainable Public Expenditure Program (both investment and
recurrent) for the period 1997-1999; and (b) the level and composition of the recurrent budget for salary
and non-salary expenditures.

5. Vocational Training. While there is a need for government to reassess its role as provider and
principal financier of technical education, government intervention is still desirable for two reasons.
First, there are acute coordination problems in the Comoros. Most enterprises are too small to
individually incur the overhead costs of training programs, and since the cost of coordinating with other
enterprises in the sector is high, the demand for training is likely to be sub-optimal. By acting as
coordinator and facilitator, the Government can usefully contribute to the well-functioning training
system. Second, there are externalities associated with some vocational training schemes that are not
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captured by the beneficiaries of the training. There is a risk that private demand for training be sub-
optimal from a social viewpoint. The proposed Vocational Training Fund will discriminate between the
different training schemes. In areas where there is a presumption that benefits are captured by the
beneficiaries, the Fund's contribution will be limited to support government's role of facilitator and
coordinator. In areas where there are large external benefits, the Fund might subsidize part of the
training scheme. Thus, the Fund would be used as an instrument to modulate the form of government
intervention and the extent of public financial involvement. Based on a quick survey conducted during
project preparation, the rate of return of vocational training is estimated at 27 percent.
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Islamic Federal Republic of the Comoros

Third Education Project

Summary of Procurement Arrangements
(Expressed in US$ million, including taxes and duties)

Categories ICB NCB Other TOTAL

1. Civil Works - 0.090 2.670 2.760
- (0.085) (2.335) (2.420)

2. Equipment and Vehicles 0.400 0.600 0.100 1.100
(0.400) (0.550) (0.090) (1.040)

3. Textbooks and Instructional Materials 0.600 - 0.100 0.700
(0.600) - (0.090) (0.690)

4. Consultant Services - - 0.700 0.700
- - (0.700) (0.700)

5. Training - - 0.400 0.400
- - (0.400) (0.400)

6. Operating Costs - - 1.160 1.160
- - (1.040) (1.040)

7. PPF - - 0.710 0.710
(0.710) (0.710)

TOTAL 1.000 0.690 5.840 7.530
(1.000) (0.635) (5.365) (7.000)

Notes:
a. Slight differences in amounts may occur due to rounding of figures.
b. Figures in parenthesis are the amounts financed by IDA.
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Islamic Federal Republic of the Comoros

Third Education Project

Withdrawal of Proceeds of the IDA Credit

Categories Amounts of the Credit % of expenditures
allocated to be financed

(in USS million equivalent) (net of taxes and duties)
1. Civil Works 2,300.000 100% of Foreign Expenditures;

95% of Local Expenditures
2. Equipment, Vehicles and Furniture 1,000,000 100% of Foreign Expenditures;

95% of Local Expenditures
3. Textbooks and Teaching/Learning 650,000 100% of Foreign Expenditures;

Materials 95% of Local Expenditures
4. Consultant Services and Training 650,000 100%

5. Training Sub-Projects 400,000 100% of Grants Disbursed

6. Operating Costs 800,000 90%

7. Refinancing of PPF 710,000 Amount due

8. Unallocated 490,000

7,000,000
TOTAL
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Islamic Federal Republic of the Comoros

Third Education Project

Timetable of Key Project Processing Events

Time taken to prepare: 29 months

Prepared by *: Government with IDA assistance

Identification Mission: July 1994

Appraisal Mission: February 1997

Date of Negotiations: March 1997

Board Presentation: June 1997

Planned Date of Effectiveness: September 1997

* This report is based on an Appraisal mission that visited the Comoros in February 1997, comprising
Messieurs D. Viens (AFTH2), mission leader, G. Beeharry, P. Mersier, S. Randrianasolo, and Ms. L.
Randriananja. Messieurs Michael Sarris and Ok Pannenborg are the Country Director and Technical
Manager, respectively for the operation; Mr. Paul Blay (SAIPH) is the Lead Advisor and Mr. Ward
Heneveld (LASHD) is the peer reviewer. Mr. D. Viens (AFTH2) is the Task Team Leader. Technical
support was provided by Ms. Hilda Emeruwa, Language Staff Assistant (AFTI-12).
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Islamic Federal Republic of the Comoros
Third Education Project

IBRD Loans and IDA Credits in the Operations Portfolio

Original Amount in US$ Millions Difference Between Actual
Project ID Loan or Fiscal Borrower Purpose IBRD IDA Cancellations Undisbursed and Expected

Credit No. Year Disbursements
Number of Closed Loans / Credits: 9
KM-PE-593 C22070 1991 Government Road Maintenance 0.00 6.60 0.00 0.47 -0.20
KM-PE-596 C25530 1994 Government Pop. & Human 0.00 13.00 0.00 4.86 0.98

Resources
KM-PE-606 C26320 1994 Government Small Enterprise 0.00 5.10 0.00 3.81 0.61

Development
KM-PE-604 C29310 1997 Government Pilot Agricul- 0.00 1.60 0.00 1.52 0.00

tural Services

Total 0.00 26.30 0.00 10.66

Active Loans Closed Loans Total
Total Disbursed (IBRD and IDA): 16.01 49.68 65.69

of which has been repaid: 0.00 1.95 1.95
Total now held by IBRD and IDA: 26.30 44.36 70.66
Amount sold: 0.00 0.00 0.00

of which repaid: 0.00 0.00 0.00
Total Undisbursed: 10.66 0.12 10.78

a. Intended disbursements to date minus actual disbursements to date as projected at appraisal.
b. Rating of 1-4; see 0D13.05, Annex D". Preparation of Implementation Summary (Form 590). Following the FY94 Annual Review of Portfolio Performance (ARPP),a letter based system will be used (HS = Highly Satisfactory; S = Satisfactory; U = Unsatisfactory; HU = Highly Unsatisfactory); see proposed Improvements in Project and
Portfolio Performance Rating Methodology (SecM94-90 1), August 23, 1994.
c. Following the FY94 ARPP, "Implementation Progress" will be reported here.

There is no existing IFC portfolio for the Comoros. Also, there are no IFC approvals pending commitments for this country.
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Islamic Federal Republic of the Comoros

Third Education Project

Implementation Issues:
Notes on Portfolio and Disbursement Performance

The Comoros' Portfolio consists of four projects in population and human resource development,
small scale enterprise development, infrastructure and agricultural services (pending effectiveness).
Good progress has been made in project implementation and the current portfolio contains no problem
project. Past problems of lack of operating funds, procurement, and weak project management have
been largely corrected owing to vigorous actions taken to strengthen local capacity by conducting
seminars for local project staff in project implementation, disbursement and procurement procedures,
and close monitoring of key project components.

* The Road Maintenance Project has helped promote small contractors in road maintenance and
improve local institutional capacity in road maintenance management. Following corrective
measures taken to solve the procurement problems in 1994, work under the project has
accelerated since April 1995. The project is expected to be closed at the end of 1997.

* The Population and Human Resources Project aims at strengthening basic health care and
family planning services and promoting community participation in developing social
infrastructure and small-scale productive activities, with financing from a Community
Development Support Fund. The project is recognized by the Comorians and other donors as a
successful project. The social fund is being implemented in a timely fashion; 21 sub-projects
were successfully completed in one year with a high level of community participation and a high
degree of ownership. These sub-projects include renovation of classrooms, rehabilitation of
health centers and building of access roads to link some previously isolated villages. The health
component is also progressing satisfactorily. A law rendering all health facilities autonomous
was passed a year ago and therefore cost recovery mechanisms are in place in all of these
facilities. Rehabilitation of selected health facilities is underway. The project is financing a
comprehensive training program for health center staff in management, accounting and health
care issues.

* The Small Enterprise Development Project aims at providing the nascent private sector with
financial and technical support and improving the business environment. The project has
progressed well in the legal reform component, support to the public enterprise reforms and,
albeit slowly at the beginning, support to the local entrepreneurs through the private sector
association. Given the liquidity situation of the banks in the Comoros and the reluctance to lend
to small enterprises, the line of credit provided to the Development Bank of the Comoros has
recently started to be disbursed.
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* The Pilot Agricultural Services Project aims at supporting Government's efforts towards
refining, fine-tuning and implementing certain aspects of its agricultural development strategy.
The project was approved by the Board on December 23, 1996, and is expected to be declared
effective in May 1997. Given the pilot nature of the project's key objectives, many of the
proposed actions will need to be tested over a limited area in order to demonstrate their viability
before being implemented on a national scale. To make most efficient use of resources and to
facilitate coordinated monitoring of progress, project activities will be concentrated in one
selected area in each of the three islands, and a total of 25 villages will be selected from these
three areas.

To further improve portfolio management, Bank staff will continue to help strengthen the
management capacity of the executing agencies by sending local staff to participate in training and
seminars on project related activities. In order to ensure the availability of counterpart funds to key
projects, timely transfers of budgetary allocations will be closely monitored at the macro level through
the implementation of the adjustment program.
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Comoros at a glance
Sub-

POVERTY and SOCIAL Saharan Low-
Comoros Africa Income Development diamond*

Population mid-1996 (millions) 0.50 589 3,188
GNP per capita 1995 (US$) 490 490 460 Life expectancy
GNP 1995 (billions US$) 0.25 289 1,466

Average annual growth, 1990-95

Population (%) 2.9 2.8 1.8 GNP Gross
Labor force (%) 3.5 2.8 1.9 per primary
Most recent estimate (latest year available since 1989) capita enrollment

Poverty: headcount index (% of population)
Urban population (% of total population) 28 31 29
Life expectancy at birth (years) 56 52 63
Infant mortality (per 1,000 live births) 87 92 58 Access to safe water
Child malnutrition (% of children under 5) .stse38
Access to safe water (% of population) 48 47 75
Illiteracy (% of population age 15+) 43 43 34 - Comoros
Gross primary enrollment (% of school-age population) 81 71 105 - Low-income groupMale 96 77 112

Female St 64 98

KEY ECONOMIC RATIOS and LONG-TERM TRENDS

1976 1986 1994 1996
Economic ratios'

GDP (millions USS) .. 114.5 200.5 234.7
Gross domestic investment/GDP 32.8 16.9 17 1 Openness of economy
Exports of goods and non-factor services/GDP 17.0 18.8 19.3
Gross domestic savings/GDP -0.3 -8.0 -7.9
Gross national savings/GDP -2.1 5.2 3.7

Current account balance/GDP .. -40.4 -21.2 -21.1
Interest payments/GDP .. 1.3 0.5 0.9 Savings Investment
Total debt/GDP .. 117.2 94.2 78.4
Total debt servicelexports .. 8.9 5.1 14.1
Present value of debt/GDP .. .. 48.4
Present value of debtlexports .. .. 163.9 . Indebtedness

1975-84 1985-95 1994 1996 196-04
(average annual growth) - Comoros
GOP .. 0.6 -2.3 -2.3 4.4 _ Low-income group
GNP per capita .. -2.1 -5.4 -4.9 -1.9
Exports of goods and nfs .. 4.0 12.0 11.2 13.4

STRUCTURE of the ECONOMY

(% of GDP) 1975 1986 194 1996 Growth rates of output and Investment (%)
Agriculture .. 36.1 37.6 38.7 s
Industry . 14.1 13.6 12.8 2s

Manufacturing .. 3.7 6.0 5.3 0
Services .. 49.6 48.8 48.4 - 03

Private consumption 72.7 86.4 86.7 6.
General government consumption 27.5 21.6 21.2 - Gt -*-GDP
Imports of goods and non-factor services 50.1 43.8 44.4

1976-84 '198116-96 1994 1996
(average annual growth) Growth rates of exports and Imports (%)
Agriculture .. 2.0 1.3 1.5 so
Industry .. 1.3 0.1 1.0

Manufacturing .. 4.2 1.0 1.0 40
Services .. 0.6 -5.6 -6.3 to

Private consumption .. 2.1 -8.6 0.3 0
General government consumption .. -3.4 0.5 4.2 V's
Gross domestic investment .. -4.9 -23.2 -3.4 -20
Imports of goods and non-factor services .. -1.8 -16.5 8.6 - Exports - I--Imports
Gross national product 6.0 0.7 -2.8 -2.3

Note: 1995 data are preliminary estimates.

* The diamonds show four key indicators in the country (in bold) compared with its income-group average. If data are missing, the diamond will
be incomplete.
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Comoros

PRICES and GOVERNMENT FINANCE 19_5 _9__194_99

Domestic prices Inflation (%)
(% change) 0n
Consumer prices ..
Implicit GDP deflator .. 7.1 7.9 7.0 6

Government finance 0 -

(% of GDP) 90 91 92 93 94 95

Current revenue a/ .. 12.6 13.3 12.7 ._
Current budget balance al .. -5.3 -10.8 -11.1 - GDP def CPI
Overall surplus/deficit .. -19.7 -22.4 -17.8

TRADE

(millions US$) 1975 1995 1994 1995 Export and Import levels (mill. US$)
Total exports (fob) .. 15 11 11 so

Vanilla .. 11 7 6
Girofle .. 3 1 0 so
Manufactures .. .. 0

Total imports (cif) .. 40 57 68 4o

Food .. 6 9 18 20Fuel and energy .. 4 6 8
Capital goods 0 . . ,:

Export price index (1987=100) .. .. 74 38 so go 91 92 93 94 95

Import price index (1987=100) .. .. 115 86 0 Exports Olmports
Terms of trade (1987=100) .. .. 64 44

BALANCE of PAYMENTS
1975 1985 1994 1995

(millions USS) Current account balance to GDP ratio (%)
Exports of goods and non-factor services .. 20 38 45 o - 3 4 9Imports of goods and non-factor services .. 64 88 104 as so 91 93Resource balance .. -44 -50 -59 -s
Net factor income .. -1 0 1 { o
Net current transfers excl. curr. grants .. -1 7 9
Current account balance, -i

before official transfers . -46 -42 -49
Financing items (net) . 52 32 44
Changes in net reserves . -6 10 6 25

Memo:

Reserves including gold (mill. USS) .. 12 42 38
Conversion rate (local/US$) 214.3 449.3 416.4 372.0

EXTERNAL DEBT and RESOURCE FLOWS 19_5__9___1994
1975 1985 1994 1998

(millions US$) Composition of total debt, 1995 (mill. US$)
Total debt outstanding and disbursed 5 134 189 184

IBRO 0 0 0 0 G
IDA 0 20 54 64 10

Total debt service 1 2 3 9 E B
IBRD 0 0 0 0
IDA 0 0 1 1

Composition of net resource flows
Official grants 14 14 17 31
Official creditors 1 22 6 1
Private creditors 0 0 0 0 D CForeign direct investment 0 0 2 2 5
Portfolio equity 0 0 0 0

World Bank program
Commitments 0 0 18 0 A - IBRD E - Bilateral
Disbursements 0 6 8 10 B - IDA D -Other multilateral F -Private
Principal repayments 0 0 0 0 C -IMF G - Short-term
Net flows 0 6 8 10
Interest payments 0 0 0 0
Net transfers 0 5 8 10

International Economics Department

a. Excludes grants.
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COMOROS - COUNTRY DEVELOPMENT OBJECTIVES, FY97-99

Strategic Objectives Monitorable actions Bank services
and performance indicators planned to be provided

A- Poverty Reduction by
Accelerating Sustained
Growth with Equity.

* Macroeconomic Stability and * GDP growth 4% and budget primary surplus of 3% of * LEN- Structural Adjustment Credit
More Favorable Private Sector GDP by 1999. (SAC, FY 98)
Environment * Safeguard 30% of annual budget for social sectors: * Non-ESW- Country policy: PFP

Improve efficiency of social sector spending. * ESW- Improve the efficiency of
* Privatize four key public enterprises and liberalize public expenditure: Annual PERs

services and trade.
* Reduce average external tariffs from 45% to 15-20%

by 1998 Reduce export tax; Eliminate inter-island
trade tax to help poor farmers become more
competitive.

* Infrastructure and Services to * Streamline procedures for business creation Reform * SPN- Small Enterprise Dev. Project
Support the Private Sector legal system; Facilitate access to micro-credit

($20,000 or less).
* Improve condition of roads and access roads * SPN- Road Maintenance Project

* Improved Farming Practices * Provide quality extension services to farmers in 25 * SPN- Pilot Agricultural Services
and Techniques to increase villages and improve access to current information on Project
agriculture productivity crop technology, markets and commercial networks

on the three islands.

B- Human Resource
Development and Reduction
of Demographic Growth

* Improved Literacy Level * Increase primary school enrollment by 3.5% a year; * LEN- Third Education Project
raise girls primary school enrollment from 67% to (FY 97)
80% by 2000.

* Better Family Planning and * Increase IEC campaign in family planning to reduce * Non-ESW- IEC campaign in family
Improved Health Services total fertility rate from 7 to 5 by 2000. planning

* Improve infant mortality from 87 to 60 and maternal * SPN- Health component of the PHR
mortality from 500 to 250 by year 2000 Project

* Improved Community * Increase Social Fund to support
Participation in Social building/rehabilitation of social infrastructure and * SPN- Social Fund component of
Services and Income promote income generating activities, with focus on the PHR Project
Generating Activities women a LEN- PHR 11 Project (FY 98)

C- Environment Protection

* Implementation of the * Designate protected sites and national parks; * Non-ESW/Non-Lending-
NEAP. Biodiversity protection. Coordination with other donors

* Use crushed lava rock (vs. sea sand) and maintain low (UNDP, EU) on environment
kerosene prices protection program

* Adopt Strategy for * Implement the strategy * LEN- Infrastructure, Water, and
Environmentally Sustainable Environment Project (FY 99)
Tourism , Water Resource
and Waste Management
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