Municipal Finance Program

Region Sub-Saharan Africa

Award Scheme Guangzhou Award

Start Year 2014

Sustainable Development Goals Goal 11 - Make cities and human settlementsinclusive, safe, resilient and sustainable
Summary

With the rapid growth of its urban population, amgjority of Dakar's people engage in informal jobs. There was a pressing need for a central market place
to accommodate its street vendors so as to improve their social and economic situation and to provide more convenient and hygienic conditions for
consumers. To finance the project, Dakar decided to access capital markets.

Background and Objective

Facing rapidly increasing urbanization (more than 3 percent per year), agrowing deficit in infrastructure and urban facilities, and alimited annual budget
(approximately $75 million annually), Dakar’ s leadership was desperately seeking an alternative financing tool to meet its long-term development goals.
Under the leadership of the Municipal Council of Dakar, the Dakar Municipal Finance Program (DMFP) has been devel oped to enable Dakar to gain
access to capital markets for its investment needs. Through the launch of abond to build a strategically-located marketplace for relocated street vendors,
DMFP's central project will have a direct impact on the lives of 6,000 households (around 35,000 people).

Actions and I mplementation

To finance the project, Dakar decided to access capital markets. Not only isit thefirst city to do so in sub-Saharan Africa (outside South Africa), itisalso
one of the few citiesin a developing country to do so without the benefit of full guarantees from the central government. It enlisted financial and technical
support from awide range of organizations including the Bill and Melinda Gates Foundation, the World Bank, the United States Agency for International
Development and Cities Alliance. A total of $40 million was raised for the project; equally important, the city now has access to a new financing
mechanism to achieve its development goals.

Outcomes and I mpacts

Because of the novelty of the bond issuance process, the DM FP has enabled the leadership of Dakar to enhance its strengths in the following ways:
«amplifying the voice of the urban poor through the institutionalization of the public participation process; «developing along term strategic plan;

«devel oping a comprehensive communications campaign to disseminate the city’s strategic plan and to encourage investment in the future of the city
through the purchases, on aretail basis, of bonds at primary issuance; «building capacity through intensive training in financial management, transparency
and good governance; *purchasing technology for enhanced financial tracking and budget forecasting. With this breakthrough, there is now a precedent
for other cities across Africato benefit from lower transaction costs and lower credit terms as well as less skepticism from investors as they seek
mainstream sources of finance for their respective capital projects.

Initiative Contribution

With the engagement of other private and public parties, especially the financial assistance of the Bill and Melinda Gates Foundation ($5.5 million over
four years) and the United States Agency for International Development ($1 million), the DMFP was able to mobilize $40 million on the financial markets
to fund this project with substantial benefits for informal sector vendors and the citizens of Dakar.

Innovative I nitiative
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Although thereis aglobal tradition of bond issuance to fund capital-intensive projects, the DMFP is the first case of abond issue for a city in sub-Saharan
Africa (outside of South Africa) that isimplemented without the full guarantee of the central government. This involved innovations on several fronts
including: complying with the strict accountability and transparency demands of the bond market; experimenting with a new fund-raising tool; planning
and building a new central market with guaranteed access by poor street vendorsin a strategic location; and not least, building the capacity within city hall
to become creditworthy through good governance, sound financial management and public participation.

Resour ces devoted to delivery

Source of practice http://www.guangzhouaward.org/a/969.html 2ang=en
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