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FORWARD

This report details the evauation undertaken by the Office of Evauation and Oversght (OVE) of the
Bank’s Country Program in Suriname during the period 1980-2004. The purpose of the Country Program
Evaluation (CPE) is to describe to the Bank’s Board of Executive Directors, the outcomes of the Bank’s
performance in country, and to distill lessons to enhance the efficacy of future Bank actions. To establish
the context in which the Country Program was conceived and delivered, Chapter | summarizes the most
salient features of Suriname’s economy, and prominent developmenta challenges faced by the country
during the period of review. Againg this backdrop, Chapter 11 andyzes the priorities and objectives
identified by the Bank in its drategic didogue with Suriname, drawing conclusions about the relevance
and coherence of the Bank's Program. Chapter Il reviews the efficiency of program execution; while the
qualitative dimendons of the Bank's program and overdl development effectiveness are reviewed in
Chapter V. In concluson, Chapter V presents recommendations to enhance the Bank's performance in
the future.

To validate its findings, OVE conducted an extensive desk review of documentary evidence provided by
the Bank and additional sources (Bibliography). Nevertheless, questions about the accuracy and reliability
of accessble data abound. While the Bank’s internal systems contain 11 instruments to supervise and
monitor portfolio performance (Chapter 111), the universe of data avaladle to OVE was limited,
particularly in regard to the earlier years when Bank policies and practices for project evaduation, data
collection, information management, and archiva storage were neither wdl-formulated nor rigoroudy
implemented. Where data was available, indicators to measure outputs and results were frequently
interchanged or unsubstantiated by empirica evidence. In addition, given the age of the portfolio, many
project-specific files had been destroyed prior to initiating the evaluation.

Externally generated data is also scarce and significant data gaps exist, particularly during the 1980s and
1990s when data was not generdly available in dectronic format. Furthermore, data sets are a times
inconsistent, reflecting a lack of dignment between method, standards, and frequency of collection.
Although continuous time-series data is not available for the majority of indicators, there is sufficient data
and useful tudies through which a diagnosis of the economy and developmenta challenges faced by
Suriname can be congtructed. OVE garnered additiona information from interviews with Bank staff at
Headquarters as well as Government officids, executing unit staff, Surinamese civil society, and the
donor community (List of Interviews Conducted). OVE wishes to thank all of these stakeholders for their
excdlent collaboration, and in particular wishes to acknowledge the sgnificant contribution of Pablo
Adam, IDB Country Representative to Suriname (2003-2006), and the staff of the IDB Country Office.



EXECUTIVE SUMMARY

Country context

Suriname is a small, open, and sparsdy-populated economy. Well endowed with naturd resources
(primarily minerd and timber), the country's destiny has been driven predominantly by the influence of
external political and economic forces. As a young country, Suriname faces numerous challenges related to
grengthening its governing inditutions, economic framework, monetary policy, and socid coheson. Over
the last 25 years, economic growth has been low and volaile, and has not contributed to improved socid
conditions. Although living sandards in Paramaribo were amongdt the highest in the Caribbean until the
1980s, the country’s economic performance was extremdy poor in the two decades following
independence (1975). Gross Domestic Product (GDP) measured in constant local currency was essentially
the same in 2000 as in 1980, which means about 20% lower in per capita terms.

As a young country, Suriname is at a crossroad between its development needs and three inherent
constraints. One of the main impediments to sustainable development has been the lack of an adequate
meacroeconomic framework to temper exogenous shocks generated by the country's excessive dependence
on mineral resources and Dutch grants. A second constraint to sustainable development is the co-existence
of an overextended public sector, weak domestic economic policies, and an underdeveloped private sector.
A third obstacle is the negative impact of economic shocks on socid development. Recurring episodes of
economic crises and periodic interruptions of aid flows have congrained Suriname’s capacity to sustain
basic social services at recommended levels, resulting in a slow but steady erosion of quality throughout the
1990s. In the absence of an effective safety net to compensate, poverty has increased.

Country Program relevance and coherence

During the period of review, 1980-2004, the Bank prioritized its efforts in five clusters, accumulating 11
loans totaling US$103.5M, and 88 Technical Cooperation (TC) grants for US$27.8M. The approvas
took place over one Trangtional Cycle, during which the Bank operated on an ad-hoc bas's without an
agreed country strategy (CS), and three Programming Cycles, each driven by a CS. Social projects represent
more than half of all loan approvals (52%), the productive cluster 35%, and governance 13%. Macroeconomic
stability and the environment were also identified as key clusters within the Country Program (CP); however
the Bank's intervention in these areas has been more limited, and condsted soldy of Technicd Cooperation
(TC) operations. Given the lack of coherence between the breadth of the Bank's program, loan approvals,
and the country's execution capacity, the 2003 Strategy Update narrowed the focus of the Bank's program to
three pillars: (i) human resource development and socid indusion; (i) private sector development; and (iii)
modernization of the state.

The adequacy of Suriname's macroeconomic framework was a recurrent theme and identified risk in all
CSs, however, the Bank did not develop an effective program to address this issue. For the mogt part, it
chose to ded with the problem indirectly, thus disancing its rdevance from one of Suriname’s most
pressing development challenges. Instead, the Bank opted to condition the dimension of its lending portfolio
on Suriname's macroeconomic performance, but it failed to identify measurable benchmarks to implement
its conditionality with rigor, henceforth undermining its own strategy.

Looking forward, it is imperative that the Bank continues to support Suriname's push to improve the
efficiency of public expenditure. Reducing the sze and improving the qudity of the civil service, and



decreasing the number of public enterprises remains a key aspect of Hill-pending structura reforms. The
size of civil service and the corresponding wage bill are far beyond LAC standards." This phenomenon has
led to increased fiscal vulnerability,> and a breakdown of the incentive mechanism for public employment.
Low-efficiency levels and the crowding out of private investment have been associated with the operation of
a large number of public enterprises in the country.*

All CSsidentified weak inditutional capacity and a lack of coordination between public inditutions as
risks to implementation; but, they did not identify political or ethnic fragmentation as underlying
condraints to the implementation of public policy. Suriname exhibits a palitical sysem characterized by
many well-defined groups successfully participating in the palitics of coditions. The cogt of achieving
consensus among the different politica actors and the dectorate is therefore high, and must be taken into
account in dimensioning the Bank's Program. A strategy for addressing these underlying constraints is missing
from all CSs; hence diminishing the relevance of the Bank's program and the timeliness of its delivery.

Suriname’s ties to the Netherlands, and a high level of dependence on the flow of Dutch Treaty aid, have
influenced its relationship with the Bank. To establish its relevance as a development partner in a market
favored by bilateral assistance, a number of stand-alone projects (that would have received loan financing in
other countries) were financed with TC resources. To support its leadership as a development bank, the IDB
aso used TCs to conduct sector diagnogtic work in support of project preparation. Overdl, TCs comprise
21% of Surinameé's historic operationd portfolio (compared to 1% Bank-wide); however, reativey few
TCs were anticipated in the CSs. As a reault, the overdl impact of the TC program is diffused among
numerous one-time activities, many of which were driven by an immediate need rather than a development
framework. For every TC dollar invested in Suriname, US$3.7 was extended in loan financing. Bank wide,
this proportion rises to an average of US$83.10.

Over time, the mix of instruments has evolved; however Suriname does not yet have the required internal
systems to access the full range of flexible products offered by the Bank. In the past, the Bank's toolkit has
been limited to traditiond invesment loans, the globa credit facility, PBLS, and sector loans. The TC
portfolio was also instrumental in supporting institutional development. The supervisory requirements of the
more traditiona investment loans have provided an additiona layer of fiduciary accountability and risk
management in the absence of strong internal systems. More recently, policy dialogue has emerged as one
of the strongest features of the Bank's partnership with Suriname, building support for key policy decisions
in trade liberdization, debt management, and sustainable development. In the future, given the country's
shift from project to program financing, access to the complete menu of flexible lending instruments will
require that interna monitoring, audit, procurement, and budgetary systems be strengthened. 1t will dso
necessitate further harmonization of the financial requirements of the Bank and other donors.

The operational capacity of the COF is germane to the Bank's relevance and efficiency. Small countries
with limited human resource bases tend to draw heavily on COF Specidids for technicd asssance. This
practice competes with the demanding adminigtrative workload placed on Specidigts by both loans and
TCs, and the need for a high levd of supervison to maintain a hedthy sream of disbursements in a
meaturing portfolio. To bridge the skills gep, the COF has relied on Headquarters saff and externd
consultants, producing high transaction costs, and on occasion, projects influenced more by external views
than by an accurate diagnostic from the Surinamese perspective.

Initially weak, coordination among donor agencies has built up in recent years. Snce 2003, it has
included ad-hoc and monthly meetings between the Netherlands, EEC, UNDP, and the Bank. Within



government, coordination has largely been confined to a donor matrix; and oversight is split between the
Minigry of Planning (donor agencies) and the Minidiry of Finance (development Banks). While dl three
CSs provide a general overview of donor activities; they do not propose solutions to enhance government's
capacity to harmonize investment targeting, planning, and reporting across projects and agencies.

Program delivery

The efficiency of program ddivery is low. With the exception of CP1999, the Bank consgtently over-
edimated its lending program, as well as the cgpacity of the country to execute. For example, CPP1990
proposed a minimum scenario of US$68M to revitdize the lending portfolio during a period of economic
decline. No loans were gpproved. Between 1980 and 2004, 25 loans were placed in the pipeling, of which
11 were gpproved and 12 dropped. The average period of extenson for completed loans is 24 months—
38% longer than the Bank norm (17.4 months).

In general, Suriname's disbursement rate lags behind the Bank average, with just one loan performing
above the norm. Reasons for the lag are fairly consistent throughout the various supervision and monitoring
documents of the Bank,> and include delays associated with: (i) intermittent periods of macroeconomic and
political volatility; (i) weak institutional capacity, including low compliance with procurement requirements
and language constraints; (iii) a limited supply of qualified consultants; and (iv) slow decision-making. The
cost of the dow pace of execution has resulted in the accrua of approximatdy US$1.5M in additiond
commitment fees on undishursed resources, equal to about 1.5% of the lending portfolio.

Because the Bank has maintained a low-levd operational program, Government has accumulated
limited experience working with the Bank and visa versa. This is partly due to Surinameé's access to
considerable concessional resources from bilateral agencies, constraints to lending imposed by the country's
macroeconomic condition, and the low efficiency of loan execution. It is also an outcome of the low priority
initidly assgned by the Bank to the establishment of its COF, the low leve of beneficiary participation in
project preparation. By virtue of their knowledge of local conditions, the COF staff is well-suited to provide
continuity throughout the project cycle; however with just four specialists, a relatively young loan portfolio,
and numerous TCs, professionals are consumed by administrative tasks.

Inspection visits are key elements of the COF supervision function. They allow the Bank opportunities to
determine the current technicd, economic, and environmenta Stuation of loan execution, and to propose
prompt remedial actions. In 2003, 69% of the Bank's lending portfolio was a risk. Following a sgnificant
increase in COF compliance with technical inspection visits (from an average of 13% between 1997-2002,
to 100% in 2004), and a corresponding rise in finandid ingpections (0% pre 2002, to 82% in 2004), the
share of the portfolio at risk dropped to 20% (December 2005).

Results and Evaluability

Measurable outcomes, targets, and baselines were not set at the program level in any CS. As a consequence,
programming documents lack a thorough analysis of factors that could help or hinder Suriname’s achievement
of its medium- and long-term development objectives. They dso lack a dear ddfinition of the role that the
Bank could play in assging the country to achieve its naiond devdopment priorities. Likewise, the
devdopment objectives and expected reaults of the early dock of loans are ather undear or missng
quantifiable outcomes® The ex-ante evaluahility of loan documents’ reved's that only 50% of the outcomes
(and 55% of the outputs) specified indicators; 26% (28%) baselines, and 31% (37%) milestones.



The trandation of the Bank's drategy into an effective operational program has been disappointing. In
general, there was a lack of prioritization of interventions and continuity between projects. Only three loans
achieved full disbursement during the Bank's 24 years of operation in Suriname, and one was cancelled for
irregularities. According to CP1999 (pg. 6), "two of the [first three] projects have had significant execution
problems and none [Primary Education, Nickerie Hospitd, or Globa Credit] had produced any net
development impact.” The Agriculture and Trade Policy Loan and the Census Project remain the only loans
to have ddivered dgnificant results to date, however, recent modifications to LISP have spawned
movement towards initial outcomes. As of December 2005, there were seven active loans in the portfolio, of
which five were rdatively young, with disbursements of less than 30%, and three were in the process of
reformulation due to unsatisfactory performance.

In Suriname, TCs are a main vehicle for Bank activities in Suriname, yet, they are not attached to the same
dandards of evaluation, supervison, and reporting as loans They are not monitored as rigoroudy, nor are
their results documented as systematically.

Recommendations

e The new CS should asss government to analyze and renew its devdlopment mode in agreed
drategic areas, through an active program of ESW and the drategic targeting of TC resources. In
establishing its program objectives and scope, the CS should pay heed to the anticipated pace of reform
and the impact of ethnic and palitica fragmentation on decison making and project execution. In
particular, the CS should take into account lessons learned from the implementation of past CSs.

e The new drategy should define its drategic goal and development objective at the program leve
within the context of a measurable results framework, including basdine indicators, benchmarks,
and targets. It should andlyze the outcomes of the previous CS, as wdl as execution ddays and
systemic problems, in order to vdidate assumptions upon which the previous CS was based, identify
lessons learned, and establish realistic development objectives at the level of CP.

e Vulnerability, both economic and social, should remain a focus for the Bank in Suriname. The new
CS should identify how the Bank could provide strategic assistance to the country to institutionalize the
conditions that are necessary to maintain recent gains and to stabilize the economy. It should aso
explore the introduction of smoothing functions (such as a dahilization fund or counter-cydlica
funding) in its policy dialogue with the country and the international community. The long-term rise in
poverty should also be examined, and strategies to enhance the integration of interior populations into
the national economy identified. Achieving these required reforms should be considered a component
of a broader, medium-term strategy that will require a strong commitment from both government and
the electorate.?

e The Bank should continue to prioritize the imperative for efficiencies in public sector reform.
Prompt and correct design of a medium-term public sector reform program, followed by a successful
implementation, would be critical to consolidating and maintaining economic gains over the long term.

e The CS should continue to support the country's efforts to identify the potential for economic
divergfication and the increased role of the private sector. A drategic program of targeted TCs and
ESW could assist government to analyze policies that spur competition without excessive intervention.






