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PROGRAMME SUMMARY 

Programme 

Overview 

Programme Name/Number: Economic and Financial Reform Support Programme, Phase 

II (PAREF.II) / SAP Id. P-GN-KA0-005. 

Geographic Coverage: Nationwide  

Overall Schedule: 18 months, from June 2014 to December 2015 

Financing: UA 12 million (ADF Grant: UA 6.39 million and ADF Loan: UA 5.61 million) 

Operating Instrument: Programme-Based Operation 

Sector: Economic and Financial Governance 

Programme 

Description 

PAREF II aims to modernize public resource mobilization, allocation and management 

systems, as well as promote private sector development. It will help to consolidate the gains 

of the previous programme (PAREF I), and support second-generation reforms designed to 

more effectively meet the challenges of inclusion. The guidelines underlying the design of 

this programme are as follows: (i) increase Government resources to enable it to support 

growth through public investment programming based on PRSP III development priorities; 

(ii) enable the Government to better play its role as public authority and major economic 

stakeholder in the private sector by improving the regulatory and institutional framework, as 

well as the conditions for electric power supply, which is a key factor in promoting the private 

sector and improving the living standards of the population. In this regard, the programme 

will have two components: (i) strengthening of public management; and (ii) improvement of 

the business climate and governance in the electricity sector. 

Expected 

Outcomes and  

Beneficiaries 

of the 

Programme 

The expected outcomes are: (i) enhanced financial governance, with increased budgetary 

resources, especially from the extractive sector, generating financing to support growth; (ii) 

better allocation of resources to finance public investment and cover capital expenditures in 

priority sectors; (iii) a private sector revitalized through improvement of the business 

regulatory and institutional framework, as well as adoption of a national policy paper on SME 

development, in particular, including a multi-year action plan; (iv) improved electricity sector 

governance, coupled with institutional strengthening in management so as to ease one of the 

constraints on the private sector. 

These outcomes will benefit the Guinean population as a whole and, in particular, the most 

vulnerable groups (women and children), economic and financial services, and national and 

foreign economic operators who, following the improved business regulatory and institutional 

framework, will be more likely to invest in the country, and thereby create more wealth and 

jobs for graduates whose unemployment rate has now reached 61%. 

Needs 

Assessment 

and Relevance 

Bank assistance is justified by the need to support the Government’s priority reforms under 

the Poverty Reduction Strategy and contribute, along with other partners, to financing the 

budgetary gap in the macroeconomic framework. The financing is therefore crucial for 

macroeconomic stability and achievement of the development goals set by the Authorities. 

Furthermore, the programme will support second-generation reforms designed to more 

effectively meet the challenges of inclusion. 

Bank’s 

Comparative 

Advantage 

and Value-

Added 

The Bank’s comparative advantage lies in its support for reforms backed by capacity building 

and technical assistance projects. Therefore, in designing this programme, the Bank identified 

actions and measures to be taken to create conditions for inclusive economic growth beneficial 

to all. This comparative advantage is also reinforced by the continued presence in Guinea of 

the Resident Country Economist who conducts high-level dialogue with the Authorities on all 

economic reforms in the country. 

Institutional 

Development 

and 

Knowledge 

Building  

The programme will contribute to institutional development and knowledge building in public 

finance reform and private sector-boosting support mechanisms. The lessons learned from 

implementing the measures adopted under this programme will be used to improve the Bank’s 

approach in the modernization of public finance management and the formulation of 

appropriate measures for the development of the private sector, in general, and in Guinea, in 

particular.  
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RESULTS-BASED LOGICAL FRAMEWORK 
 

Country and Project Name:  Guinea – Economic and Financial Reform Support Programme, Phase II (PAREF II)  

Project Goal: Help to create conditions for inclusive growth by improving governance and the business climate. 

RESULTS CHAIN 

PERFORMANCE INDICATORS 
MEANS OF 

VERIFICATION 

RISKS/MITIGATION 

MEASURES 

Indicator  

(including CSI) 
Baseline Situation Target   

IM
P

A
C

T
 

Inclusive growth is 

accelerated 

Average annual GDP 

growth rate 

2.5% in 2013 5% in 2015 MEF data  

Gini index 38 (scale of 0 to 100) 35 in 2016 

O
U

T
P

U
T

S
 

Output I: Public 

management 

(resource mobilization 

and public investment 

management) and 

access to social 

services are improved 

Revenue/GDP trend (*) 18.4% in 2013 20.8% in 2015 MEF, MP and PRSP  

data 

 

 

 

PEFA Interim 

Report 

Risk: 

Weakening of 

determination to carry 

out reforms  

 

Mitigation: 

Strong commitment of 

the authorities to 

carrying out structural 

reforms  

Rate of access to basic 

social services and 

household resilience 

 

PEFA Indicators 

 

15.42% in 2013 

 

 

 

PI-31  = B in 2013 

PI-15=D+ in 2013 

PI-12=C in 2013 

18.5% in 2015 

 

 

 

PI-3=B+ in 2015 

PI-15=D+2015 

PI-12=C+ 2015 

Output II: Business 

climate improved and 

electricity sector 

governance enhanced 

Ratio of private 

investment to GDP 

13.7% in 2013 14.4 % in 2015 MEF and MEH data 

Rate of population’s 

access to electricity 

30 % in 2013 40 % in 2015 

P R O D U
I

T S
 

Component I: Strengthening of public management Risks: 

(i) Fiduciary risk 

(ii) Inadequate capacity 

to conduct reforms 

 

Mitigation: 

(i) PREFIP 

implementation, 

coupled with the 

support of the Bank’s 

technical assistance 

projects, is helping to 

improve public finance 

management and reduce 

the fiduciary risk.  

 

(ii) The capacity 

building projects 

(PARCGEF, PAPEGM) 

will help mitigate this 

risk relating to lack of 

capacity 

 

1.1. Strengthening of budget resource mobilization 

Revision of the 

Customs Code and 

implementing 

instruments   

 

Adoption of the revised 

Customs Code (and 

implementing 

instruments)  

Code is obsolete and 

ill-adapted 

 

Code adopted by 

Cabinet Meeting 

(CM) before end 

of 2014)  

 

MDB Reports 

Installation of 

ASYCUDA World 

system  

Operationalization of  

ASYCUDA World 

system 

Former information 

system 

ASYCUDA World 

system operational 

before end-2015  

MDB Reports  

Revision of the 

General Tax Code 

(CGI) 

Adoption of the revised 

CGI and its 

implementing 

instruments 

Code not updated and 

tax incentives ill-

adapted 

CGI adopted by 

Cabinet Meeting 

(CM) before end-

2014 

MDB Reports 

Preparation of the 

new Petroleum Code   

Adoption of the new 

Petroleum Code 

Code not updated Petroleum Code 

adopted by CM 

before end-2015  

Report of the 

Ministry of Mines 

and Geology 

Preparation of the Tax 

Procedures Manual 

Adoption of the new Tax 

Procedures Manual 

Incomplete existing 

Tax Procedures 

Manual  

Adoption of the 

Manual by 

Cabinet Meeting 

Ministry of Finance 

Review of mining 

agreements  

 

Finalization of the 

review of mining 

agreements  

Agreements  not 

consistent with the 

existing legal 

framework   

Mining 

agreements review 

process finalized 

before end-2014  

MMG Reports  

Preparation of the 

2011 and 2012 EITI 

reports  

 

Preparation and 

submission  to EITI of 

the 2011 and 2012 Audit 

Reports 

Reports not prepared, 

putting the country in 

standby mode 

Reports prepared 

and submitted to 

the EITI for 

validation before 

end-2014  

 

 

 

 

Reports MMG 

                                                 
1 PEFA: PI-3 (Aggregate revenue compared to original approved budget); PI15 (Efficiency in collection of tax and customs revenue), PI-12 

(Multi-year prospects in budget planning and public expenditure policy). 
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1.2. Improvement of budgetary resource allocation and public expenditure execution 

Decree on public 

finance governance 

instituting the MTEF  

Adoption of the decree 

on public finance 

governance instituting 

the MTEF 

Lack of an objectives-

based budgeting 

framework 

Decree on public 

finance 

governance 

adopted by CM 

before end-2014 

MEF Reports  

 

Establishment of the 

Integrated Platform  

for programming and 

monitoring public 

investment projects 

 

Establishment of the 

Integrated Platform for 

programming and 

monitoring public 

investment projects 

Lack of an integrated 

and coherent public 

investment project 

management system 

The Integrated 

Platform  is 

established before 

end-2015 

MEF Reports 

Maintaining capital 

budget allocations for 

priority sectors 

(education, health and 

agriculture) and 

related measures in 

the 2015 Budget 

Capital budget  

allocations protected for 

priority sectors 

 

 

The social sector’s 

proportion in PIP (% of 

PIP for women)  

 

Capital budget 

allocations not 

protected for the social 

sector 

 

8.24% (0.6%) in 2012 

Priority sector 

budgets 

maintained in the 

2015 Budget 

(before end-2014) 

 

12% (2% in 2015) 

CTSP Reports  

 

Component II – Improvement of the Business Climate and Electricity Sector Governance 

2.1. Improvement of the Business Climate 

Adoption of the new 

law on public-private 

partnerships (PPP)  

Adoption of the law on 

public-private 

partnerships  

Lack of a legal 

framework for PPPs  

The PPP law 

adopted by CM 

before end-2015  

MEF Reports  

Preparation of the 

Investment Code 

Adoption of the 

Investment Code  

Lack of private sector 

development 

incentives 

Investment Code 

adopted by CM 

(before June 2015)  

 

MEF Reports  

 

 

 

Adoption of the SME 

Charter  

 

Adoption of the SME 

Development Charter  

Lack of a coherent 

support framework for 

SME development  

The SME Charter 

is adopted by CM 

before end-2015 

MIPIP Reports  

 

Operationalization of 

APIP regional offices  

 

The four APIP regional 

offices are operational  

Lack of business 

support at regional 

level 

The APIP regional 

offices are 

operational before 

end-2014  

APIP Reports 

2.2. Improvement of governance in the electricity sector 

Adoption of a new 

electricity law  

Adoption of the 

Electricity Bill 

Obsolete regulatory 

framework 

The Electricity 

Bill is adopted by 

CM before end-

2014  

MEH Reports 

Establishment of a 

physical and financial 

model for financial 

tariffs arbitration 

Preparation of a physical 

and financial model for 

financial tariffs 

arbitration 

Pricing and subsidy 

framework not 

coherent 

The physical and 

financial model is 

prepared before 

end 2015  

MEH Reports 

Update of the 

Electricity Master 

Plan   

Update of the Electricity 

Master Plan  

 

The 2006 Master Plan 

is obsolete in light of 

developments in the  

sector 

Electricity Master 

Plan updated 

before end-2015  

MEH Reports  

 

ACTIVITIES RESOURCES 

Signing of the Grant Agreement and opening of the special account with BCRG 

- Implementation of adopted reforms, as well as quarterly implementation and Bank supervision 

reports and the Programme Completion Report 

Resource:  

ADF: UA 12 million 

1st Tranche in 2014 : UA 6.39 million 

2nd Tranche in 2015: UA 5.61 million 
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REPORT AND RECOMMENDATION BY THE AFRICAN DEVELOPMENT BANK 

GROUP MANAGEMENT TO THE BOARD OF DIRECTORS CONCERNING A 

PROPOSED LOAN AND GRANT TO GUINEA TO FINANCE THE ECONOMIC 

AND FINANCIAL REFORM SUPPORT PROGRAMME - PHASE II (PAREF II) 

 

I. PROPOSAL  

 

1.1 This proposal submitted to the Board for approval concerns a grant of UA 6.39 

million and a loan of UA 5.61 million from the African Development Fund resources to 

Guinea to finance the second phase of the Economic and Financial Reform Support 

Programme (PAREF II). This is a general budget support operation to assist the Government 

in implementing its development and poverty reduction strategy. The authorities of Guinea 

launched a vast economic reform programme since 2011 to restore normal Government 

functioning and support strong growth that would generate opportunities for all Guineans. 

PAREF II falls within this framework to strengthen structural reforms supported through the 

previous phase of the Economic and Financial Reform Support Programme (PAREF I) 2011-

2012, as well as to back up second-generation reforms aimed at creating appropriate conditions 

for economic recovery driven by the private sector, public investment and the extractive sector. 

Lastly, the Programme is part of a concerted effort by the international community expressed 

at the Development Partners and Investor Conference, held in November 2013 in Abu Dhabi, 

to help the authorities mobilize investment resources required to develop the country’s huge 

growth potential in the productive sectors, especially mining.  

 

1.2 The proposed Programme was designed on a broad consultative basis involving 

several stakeholders, including the Government services responsible for public finance and 

private sector development, business professional groups (employers and business women), 

civil society representatives, and key technical and financial partners (TFP). During these 

consultations, the importance of strengthening governance in public management and the need 

to develop the private sector and enhance governance in key sectors of the economy were 

highlighted. The guidelines underlying the design of this Programme are, firstly, to increase the 

Government resources and enable it to generate a budget to support growth and, secondly, to 

enable the Government to better play its role as a public power promoting the private sector and 

entrepreneurship. A correlation is therefore established between the Government creating 

conditions conducive to economic recovery and private sector development so as to ensure 

inclusive economic growth. 

 

1.3 PAREF II will assist the Government to consolidate the end of fragility and help 

the population to reap the dividends of political stability. This is all the more important since 

the country will, in 2015, organize the second democratic presidential elections in its history. 

Government efforts are therefore geared towards achieving strong growth that will benefit the 

entire population. This has resulted in the establishment of a series of development tools such 

as: (i) a poverty reduction strategy; (ii) an investment-oriented budget; (iii) support mechanisms 

for young people and women2; and (iv) incentives for investment in the most underprivileged 

regions 3. The proposed programme will contribute to the implementation of these tools so as to 

foster inclusive growth and reduce poverty in Guinea. 

 

 

  

                                                 
2  National Microfinance Agency (ANAMIF) and the National Fund for the Integration of Young Women. 
3  The new Investment Code in preparation envisages incentives for investments in areas considered to be the most underprivileged. 
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1.4 The expected outcomes of the Programme include: (i) enhanced financial 

governance, with increased budgetary resources, derived mainly from the extractive sector, 

generating income to finance growth support; (ii) better allocation of such resources to finance 

public investment and execute capital expenditure in priority sectors; (iii) a private sector 

boosted by the improved business regulatory and institutional framework as well as the 

adoption of a national policy paper for SME development in particular, including a multi-year 

action plan; (iv) improved electricity sector governance, coupled with institutional capacity 

building in management to enhance service volume and quality and thereby reduce one of the 

constraints on the private sector. 

 

II. COUNTRY AND PROGRAMME CONTEXT 

 

2.1 Recent Political, Economic and Social Developments, Constraints, Challenges 

and Prospects 

 

 Political Context 
 

2.1.1 The recent political context has been marked by the holding of multi-party 

elections, after several postponements, and the subsequent formation of a new 

Government. The legislative elections held in September 2013, after a wave of protests and 

social unrest, led to the establishment of a pluralistic National Assembly where the Presidential 

Coalition has an absolute majority of seats. The smooth electoral process has created a peaceful 

environment and political situation, which should foster the implementation of structural 

reforms to remove constraints on the development of Guinea’s huge growth potential. However, 

in the run-up to the Presidential elections of 2015, with the political tensions they might 

generate, it can be seen that the current socio-political climate in the country is fragile. In this 

regard, it is essential for people to perceive an improvement in their living conditions as a 

dividend of the nascent democracy in the country and to participate in the upcoming elections 

in a peaceful atmosphere. 

 

 Economic Context  

 

2.1.2 Driven by increased agricultural production 

and the series of structural reforms undertaken 

by the Government with the support of TFPs, the 

Guinean economy recorded a growth rate of 3.9% 
on average in 2011-2012, as against only 2% in 2008-

2010. This performance was, however, achieved 

within a context of double-digit inflation resulting 

from inadequate mastery of monetary and fiscal 

policies. The mining shock that led a 7.4% drop in 

the sector’s value added and political unrest , marked 

by street demonstrations  

 
Source : ESTA 

with the closure of markets and several companies as well as electricity supply disruptions , 

resulted in a 3.8% decline in growth in 2012 and 2.5% in 2013. With regard to public finance, 

the reforms undertaken by the Government to restore fiscal discipline at the end of the military 

transition helped achieve, in 2012, the completion point of the Heavily Indebted Poor Countries 

(HIPC) Initiative. These reforms, supported by the Bank through the PAREF programme, also 

contributed to the conclusion, in March 2012, of a three-year programme with the IMF under 

the assessment conducted in 2013 showed an overall improvement in the public finance 

management system since the last assessment in 2006. As regards budget execution, in 2013 
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the decline in revenue by 1.2% of GDP, as a result of the contraction of economic activities due 

to the social unrest, forced the Government to reduce public expenditures, especially in the 

priority sectors4 where they stood at GNF 3,321 billion, as against the initial estimates of GNF 

4,200 billion. The cash base budget deficit at end-2013 stood at -2.6%, compared to -3.3% of 

GDP estimated in the IMF programme. At the monetary level, the efforts to stabilize the 

Guinean franc and control the increase in money supply through reserve requirements imposed 

on primary banks (up to 22%) led to a drop in inflation (10.3% at end-November 2013, 

compared to 19% in December 2011) and stabilization of the exchange rate of the Guinean 

franc. Foreign exchange reserves stabilized at 4 months of imports in 2012 and 2013 as against 

0.7 month two years previously. On the external front, the current account position has 

somewhat worsened following a deterioration in the trade balance in 2011-2013 due to the 

erosion of exports and the upward trend of imports, especially petroleum products. The current 

account deficit thus worsened from -7.2% of GDP in 2010 to -23% in 2013. With regard to 

debt sustainability, the achievement of the completion point of the HIPC Initiative and the 

cancellation of Guinea’s bilateral debt by the Paris Club members enabled the country to 

substantially reduce its external debt, which at 31 December 2013 stood at USD 2,806.3 million. 

Under the IMF programme, the authorities will mainly resort to grants and concessional loans 

to meet their investment needs. Furthermore, significant efforts have been made to strengthen 

the debt management capacity. To that end, a National Debt Management Committee was 

established in 2014, and a debt strategy is being developed. 

 

 Governance 

 

2.1.3 Despite the significant efforts made, Guinea is still among the countries that are 

struggling to improve governance in the management of public affairs. The country ranked 

42nd out of 52 countries in Africa with a score of 43.2, compared to the continental average of 

51.6 on the Mo Ibrahim Index. Furthermore, although several institutions have been 

established, such as the National Anti-Corruption Agency set up in 2004 with Bank support5, 

the General State Inspectorate, the General Inspectorate of Finance, and Sector Inspectorates, 

corruption continues to plague the Government administrative machinery. According to 

Transparency International, in 2011 Guinea ranked 150th out of 175 countries in the world, 11th 

in Africa, and 2nd in West Africa. However, as from 2012, there has been a slight improvement 

since the country has moved to 154th out of 175 countries in the world and 8th in Africa. The 

weak capacity of institutions and lack of coordination between them, as well as low salaries and 

operating budgets, have slowed down the achievement of positive results in terms of improved 

governance. 

 

2.1.4 As regards financial governance, there have been significant improvements in the 

national public finance management system over the past two years. Indeed, thanks to 

support provided by the capacity building projects of TFPs (Bank, World Bank and European 

Union) for the ongoing implementation of the Public Finance Reform Plan that emanated from 

the 2013 PEFA assessment, the system has gained in quality, reliability and transparency. 

 

2.1.5 With regard to sector governance, the country has since 2012 recorded significant 

progress in the management of its natural resources. With Bank assistance, through institutional 

support projects that are still active, the legal and regulatory framework for the management of 

mineral and petroleum resources has been established, especially with the adoption of the 

Mining Code and preparation of the Petroleum Code. Transparency in the management of 

                                                 
4  Priority sectors include: Education, Health, Agriculture, Energy, Justice, Social Affairs and Public Works. 
5  Support provided through the PADIPOC 2006-2012 Project.  
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natural resources, especially minerals, has been strengthened with the preparation of audit 

reports under the Extractive Industries Transparency Initiative (EITI), as well as ongoing 

review of mining agreements with the support of the Bank and the African Legal Support 

Facility (ALSF). In the energy sector, particularly the electricity sub-sector, the authorities in 

2011 launched an extensive restructuring programme for the sector to remedy significant 

weaknesses in governance. Indeed, access to electricity, as a factor of production, is a major 

constraint on the country’s growth potential and, at the social level, on the improvement of the 

citizens’ living standards. The reform plan covers: (i) upgrade and development of electricity 

production and distribution infrastructure; (ii) establishment of a legal, regulatory and 

institutional framework to encourage private investment in the sector; (iii) rehabilitation of 

Electricité de Guinée corporation; and (iv) improvement of the commercial management of the 

sector. The Bank, like several other TFPs, is supporting the national authorities in the 

implementation of the reform plan through investment projects and targeted technical 

assistance.  

 

 Profile of the Guinea Private Sector and Business Climate 

 

2.1.6 Guinea's private sector is mainly characterized by strong bipolarity between very 

small, often informal, commercial enterprises, and major branches of large multinationals 

(mining, banking and maritime transport). There are no reliable statistics to accurately describe 

the profile of the private sector in the country; however, the Bank will support the preparation 

of a private sector profile in 2014. It should be noted that the latest corporate statistics, dating 

back to 2006, clearly reflect the low labour productivity in Guinea (USD 1,495/worker, 

compared to USD 3,152 in Senegal and USD 20,126 in South Africa). The private sector 

continues to face several constraints on its development; these mainly include: lack and 

inadequacy of energy and road infrastructure, lack of a regulatory framework to secure private 

investment, and inefficiency of Government administrative services. Guinea’s ranking in the 

Doing Business report has improved somewhat between 2012 and 2014, thanks to reforms 

undertaken on 7 out of 10 indicators. The country moved from 179th out of 183 countries in 

2012 to 178th out of 185 countries in 2013, and to 175th out of 189 countries in 2014 (see 

Technical Annex 9). Indeed, the time frame was reduced substantially and facilities provided 

in respect of starting a business, dealing with construction permits, registering property, trading 

across borders, getting credit, and paying taxes. Efforts to improve other indicators are ongoing. 

However, there are still obstacles, such as the persistence of administrative red tape, high costs 

of production inputs, difficulty in obtaining financing, corruption that plagues the public 

administration, and the lack of a legal and institutional framework to foster business 

opportunities for the private sector in the financing and management of structures based on the 

Public-Private Partnership (PPP) formula. 

 

 Social Context  

 

2.1.7 Despite the good economic performance over the past few years, there has been 

little improvement in social indicators. Indeed, the incidence of poverty increased from 53% 

in 2007 to 55.2% in 2012, with 35.4% for urban areas and 64.7% for rural areas. In the capital, 

Conakry, the poverty prevalence rate rose from 26.3% to 27.4% over the same period. In 

addition, youth unemployment remains a cause for concern and idleness today affects nearly 

70% of young people aged less than 25 years. It should also be noted that social demand is 

growing stronger as poverty gains ground. Inadequate budgetary allocations to social sectors 

and weak project implementation capacity have made it difficult to improve the social situation 

in Guinea. It is unlikely, in these circumstances, to achieve the Millennium Development Goals 

by 2015.  
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 Medium-term Prospects  

 

2.1.8 The economic outlook for 2014 and beyond is deemed good. Indeed, economic 

growth is expected to increase by 4.5% and 5% in 2014 and 2015 respectively thanks to the 

recovery of exports, particularly minerals (12.8%), and continued structural reforms. Inflation 

will be reduced to a single digit in 2015 (7.1% on average) as a result of resumption of 

production in the primary sector (+4.8%) and a prudent monetary policy. The budget deficit is 

expected to drop to -6.3% of GDP in 2014 and -1.9% in 2015 as a result of increased collection 

of tax and customs revenues and modernization of the revenue collection 

system, as well as controlled public spending, 

though this will not entail sacrificing public 

investment in priority sectors. Furthermore, 

the ongoing review of mining contracts, with 

Bank support, will helpmobilize additional 

resources to finance economic and social 

development in the country. 

 

Table 1 : Macroeconomic Indicators  
 

 

Source: Ministry of the Economy and Finance, and IMF 

 2013 2014 2015 

GDP growth (%) 2.5 4.5 5.0 

Inflation (%) 10.3 8.9 7.1 

Fiscal balance (% of GDP) -7.4 -6.3 -1.9 

Nominal GDP (USD billion) 6.179 6.457 6.863 

 

Constraints and Challenges 
 

2.1.9 However, for Guinea to achieve its development goals, particularly in terms of 

inclusion, it will have to overcome several constraints and challenges, including:  

 

 Lack of Government resources to finance priority economic development 

infrastructure projects and promote access by the entire population to basic 

social services across the country. Weaknesses persist in the basic infrastructure, 

such as electricity, water and transport, which constitute a serious handicap to 

the development of economic activities in the business world and even in the 

public sector. It is necessary to strengthen the mobilization of financial resources 

through an efficient tax system and better management of natural resources to 

overcome this constraint. Efficiency in budgetary allocations and execution 

should also be enhanced. 

 

 Limited private sector development is a major constraint on economic 

transformation and diversification. Yet this is a condition for creating 

opportunities for young university graduates for whom the unemployment rate 

is 61%. Government is particularly concerned about youth unemployment and 

low economic empowerment of women, since they could pose a threat to social 

peace. It is therefore necessary to promote conditions for the emergence of a 

dynamic private sector that can generate wealth and employment, as well as 

serve as an engine of sustained and inclusive economic growth for the entire 

population of Guinea. 

 

 Fragile institutions and social cohesion: (i) on the socio-political front, it will 

be essential to maintain social cohesion so as to prevent social and political 

tensions that could arise in the run up to the presidential elections of 2015, like 

what happened in the wake of the 2013 parliamentary elections; (ii) at the 

economic level, not only because of the vulnerability of the economy to external 

shocks but also because of other climatic hazards affecting the primary sector, 

which accounts for over 22% of GDP; and lastly (iii) at the social level, with 

growing unmet social demand that is increasing as poverty gains ground not only 

in rural areas but also, more critically, in urban areas.  
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2.2 The Country’s Overall Development Strategy and Medium-Term Reform 

Priorities 

 

2.2.1 The Government’s medium-term economic guidelines were defined in the 2011-

2015 Five-Year Plan. The guidelines form part of the “Guinea 2035” Forward-Looking Vision 

that is being finalized. The four priority areas of the third generation 2013-2015 Poverty 

Reduction Strategy Paper (PRSP III) adopted at end-2013 emanate from these general 

guidelines. The Poverty Reduction Strategy Paper is a specific instrument for combating 

poverty and achieving the Millennium Development Goals (MDGs), and serves as the reference 

framework for TFP interventions. Developed through a participatory process with Bank 

contribution through the targeted support project financed with the Fragile States Facility (FSF) 

resources, the Strategy defined four development priorities: (i) governance and capacity 

building; (ii) acceleration, diversification and sustainability of growth; (iii) infrastructure 

development; and (iv) enhanced access to basic social services. In addition, the Government 

developed, still with FSF support, a Government Reform and Administrative Modernization 

Programme (PREMA) whose objectives include: (i) redefining the Government’s missions; (ii) 

streamlining public administration; (iii) enhancing the coordination and effectiveness of 

government work; and (iv) consolidating the decentralization process.  

 

2.2.2 PRSP III includes a Priority Action Programme which defines specific objectives 

to be achieved under each of the four development priorities, the resources to be mobilized 

to achieve them, staggered over the three years of implementation of the Strategy, and the 

expected outcomes. The action programme will be used to drive the three-year Public 

Investment Programme (PIP), which is the implementing instrument of the poverty reduction 

strategy. As regards public finance, the Government has adopted a Public Finance Reform Plan 

(PREFIP), which defines the various thrusts of the modernization of public finance 

management effort, as guided by the organic law on finance laws, considered as the financial 

constitution of Guinea. 

 

2.3 Bank Group Portfolio Status 

 

The Bank's portfolio in Guinea has eleven operations for a total amount of UA 101.204 million6. 

It is distributed among the following sectors: energy (68.58%), governance (21.14%), social 

sector (4.94%) and livestock (5.34%). Portfolio performance was deemed satisfactory. Indeed, 

the portfolio performance as at 1 April 2014 was rated 2.37 on a scale of 3. The average age of 

the portfolio was reduced from 6.55 years in 2009 to 3.14 years in April 2014. There is no 

project at risk in the portfolio. The Bank has taken several measures to further improve portfolio 

performance, including the posting to Conakry of a Resident Country Economist, assisted by a 

Consultant responsible for monitoring the portfolio and organizing biannual reviews of 

cooperation between Guinea and the Bank so as to assess project implementation and find 

appropriate solutions to the problems identified. 

  

                                                 
6  As at 30 April 2014. 



 

 

7 
 

III. RATIONALE, KEY DESIGN ELEMENTS, AND SUSTAINABILITY  

 

3.1 Linkages with the CSP, Assessment of Country Preparedness and Underlying 

Analytical Elements 

 

3.1.1 Linkages with the CSP: The Economic and Financial Reform Support 

Programme Phase II (PAREF II) is aligned with the Bank’s Country Strategy Paper 2012-

2016 for Guinea since its first component concerns strengthening of public management; 

this is an important element for ensuring economic and financial governance in the 

country (Pillar I of CSP 2012-2016). It also takes into account two priorities for action 

identified by the Bank in its strategy for the 2013-2022 period, namely governance and 

accountability, and private sector development. The aim is to achieve the objectives of inclusive 

growth by reaching out to the entire population and ensuring transition to green growth, and by 

improving public investment management in priority sectors, particularly agriculture, so as to 

build resilience and improve the management of natural resources. PAREF II is further aligned 

with the three pillars of the Governance Action Plan 2014-2018 (GAP II) relating to public 

management, sector governance, and improvement of the business climate. It is also aligned 

with the Bank’s 2013-2017 Private Sector Development Policy, especially its first pillar on 

improvement of the business climate and investment. It should be noted that PAREF II supports 

government action by directing the budget towards ensuring the economic empowerment of 

women, which is also in line with the second goal of the Bank’s gender strategy for the 2014-

2018 period. 

 

3.1.2 Assessment of the country’s preparedness and compliance with the Bank’s 

safeguard policy: Guinea fulfils the eligibility criteria for the institutional reform support 

instrument, as contained in the Bank’s related policy dating from 2012. The Government’s 

commitment to poverty reduction is reflected in PRSP III adopted at end-2013 and in the 

priority given to key sectors as regards public investment. With regard to macroeconomic 

stability, the authorities managed to stabilize the situation inherited from the military transition 

period and successfully implement the three-year programme with the IMF, thus enabling the 

country to achieve the completion point of the HIPC Initiative by 2012. The fiduciary 

assessment shows that the public financial management reforms put the country on a positive 

path to transparency and efficiency in State financial operations, as confirmed by PEFA 2013. 

Concerning political stability, the last multi-party parliamentary elections completed the return 

to constitutional order and the rule of law. Finally, the harmonization of interventions of 

various donors and their policies based on the country’s priorities have greatly improved with 

the implementation of sector-based clusters and led to sustained coordination efforts, 

particularly as regards economic and financial governance.   
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Table 2 : General and Technical Conditions 
 

Criteria Comments 

Government's 

Commitment to 

Poverty Reduction 

The Government in 2013 adopted a third Poverty Reduction Strategy Paper (PRSP-III) for 

2013-2015. PRSP-III was prepared with the active participation of all national 

stakeholders and in consultation with the TFPs. The new strategy focuses on the four 

pillars mentioned in §2.2.1. A series of monitoring indicators have been developed, 

namely: effect/impact indicators, outcome indicators, and indicators for the Priority Action 

Programme (PAP).  

Macroeconomic 

Stability  

Since the advent of the third Republic in 2010, Guinea has applied prudent macroeconomic 

policies in economic and financial programmes supported by donors, including the Bank. 

In particular, the Extended Credit Facility (ECF), signed with the IMF in January 2013 

defined a viable macroeconomic and financial framework for 2013-2015. The success 

recorded over the past years in the implementation of reform programmes has enabled the 

country to benefit from debt relief under the HIPC Initiative.  

Fiduciary Risk 

Assessment 

Fiduciary risk assessment based on an evaluation of policies and the institutions involved 

in public finance management and recent sector works suggest that the national public 

finance management system has witnessed significant improvements over the past two 

years. Indeed, thanks to the capacity building projects of the Bank, the World Bank and 

the European Union, which support the ongoing implementation of the public finance 

reform plan emanating from the PEFA assessment, the quality, reliability and transparency 

of the system could be deemed to be on a positive track. Furthermore, with regard to the 

national procurement system, mention should be made of the significant reform efforts 

made by the Authorities since 2012 to strengthen the system. This has resulted in the 

imminent conduct of the annual audits of public procurement, the future adoption of a new 

procurement code, and the ongoing establishment of the Public Procurement Regulatory 

Agency.  

Political Stability Guinea marked the return to constitutional order with the democratic elections of 2010 and 

parliamentary elections of 2013. The parliamentary elections in September 2013 led to the 

establishment of an Assembly where the presidential coalition, under the name "RPG Arc-

en ciel", holds the absolute majority of seats despite protests from the opposition.  

Harmonization A coordination momentum is underway among TFPs, with the imminent signing of a 

General Budget Support Framework by the Government and TFPs. Furthermore, a 

Thematic Group for public finance management and monitoring of structural reforms will 

coordinate donor interventions in this area.  

 

3.1.3 Key underlying analytical work: Several studies conducted by the Bank and/or other 

technical and financial partners have helped to beef up the design of this Programme. They are 

reflected in the table below.  

 
Table 3 : Key Analytical Works 

 

Study Responsible Contribution 

CSP 2012-2016 AfDB Bank guidelines and priorities in its interventions in Guinea: governance 

pillar 

PAREF Completion 

Report 

AfDB Gives an account of the implementation of reform measures undertaken by 

the Government with the support of the Bank in 2011-2012 

PEFA 2013 IMF Highlights failures in financial governance and remedial measures to be 

taken 

Public Finance Reform 

Strategic Plan 

Authorities 

and TFPs  

Outlines measures and actions to be undertaken by each Directorate of the 

Ministry of Finance in the implementation of the reform strategy adopted 

2013 Diagnosis of the 

Financial Sector in 

Guinea 

AfDB  Identifies challenges to development of the financial sector so that it can 

fulfil its role in financing the Guinean economy and promoting 

microfinance 

Diagnosis of the Public 

Investment System 

AfDB and 

UNDP 

Identifies weaknesses in the public investment management system.  

 

2014 Doing Business  

Report 

World Bank Highlights failures and progress made by countries as regards the business 

climate. 
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3.2 Collaboration and Coordination with Other Development Partners 

 

In designing this Programme, numerous consultations were held with TFPs represented 

in Conakry (World Bank, European Union, the French Development Agency and IMF) during 

preparation and evaluation missions. Furthermore, a coordination momentum has been initiated 

among TFPs. It is coordinated by the “Macroeconomic” Thematic Group in which AfDB 

participates. The aim is to expedite the signing of a General Budget Support Framework by the 

Government and TFPs. It is expected that, within this consultation framework, a common 

matrix of reform measures for all TFPs involved in budget support will be gradually established. 

Furthermore, the Programme Monitoring Technical Unit (CTSP) and the Project 

Implementation Coordinating Unit (UCEP) are structures shared by all multilateral donors 

(AfDB, WB, EU, IMF, and UNDP) in the implementation of their respective reform support 

and capacity building operations. 
 

3.3 Results and Lessons Learned from Previous Similar Operations 
 

3.3.1 Results recorded: The implementation of PAREF I (2011-2012) produced the 

following major positive results : (i) restoration of fiscal discipline at the end of the military 

transition phase from 2008 to 2010 and requirement to comply with the single-till principle; (ii) 

strengthening of the procurement system, with the adoption of the law governing the award, 

control and regulation of public procurement and delegation of public services; (iii) revision of 

the Mining Code; (iv) conduct of audits from 2007 to 2010 required for implementation of the 

EITI Guinea Action Plan. Strengthening the technical capacity of key Ministries (Planning, 

Finance-Economy, Budget and Mines), through institutional support previously funded by the 

Bank in Guinea (PADIPOC and PARCGEF), has contributed to the successful implementation 

of these reforms. Now that the main State structures involved in the design and implementation 

of reform programmes have been technically strengthened and gained some experience in the 

implementation of reforms, the time has come to move to a second generation of reforms 

designed to consolidate previous achievements and respond more appropriately to the 

challenges to inclusive growth in the country. This is the goal sought in this second phase of 

PAREF (2014-2015).  
 

3.3.2 Lessons for the design of PAREF II: The two main lessons learned from the design 

and implementation of the previous reform support programme (PAREF), as reflected in the 

completion report dating from 2013, are as follows: 
  

Table 4: Lessons learned from previous operations 
Sources Key Lessons Consideration for PAREF II 

PAREF 

Completion 

Report  

Ensure that funding is already available for 

institutional capacity building support so that 

delays in reform implementation will not 

impact achievement of Programme 

objectives. 
 

 

 

Well ahead of the design of this Programme, a 

series of institutional support projects (PAPEGM 

and PARCGEF) have been developed to 

strengthen the technical capacity of government 

departments (Customs, Taxation, Plan, PRSP 

Permanent Secretariat, review of mining 

agreements, preparation of the Petroleum Code, 

EITI, etc.). They were intended to ensure 

implementation and/or monitoring of reform 

programmes, in general, and PAREF II, in 

particular. 

PAREF 

Completion 

Report 

Strengthen the dialogue and reform 

implementation monitoring framework 

through full operationalization of the 

Programme Monitoring Technical Unit 

(CTSP) which should be enhanced through 

technical assistance. 

CTSP is designed to coordinate the 

implementation of PAREF II, while it is 

recommended that the Government should 

improve the structure and give it the required 

resources to fulfil its mission. 
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3.4 Linkages with Ongoing Bank Operations 

 

The two ongoing operations that could have linkages with PAREF II are PARCGEF and 

PAPGEM. PARCGEF’s selected activities include: (i) strengthening the budget process 

(preparation, execution and monitoring); (ii) improving macroeconomic development, 

framework and forecasts; (iii) modernizing analysis and reporting tools; (iv) improving 

efficiency in the mobilization of tax resources and strengthening the technical and operational 

capacity of CTSP, which is the body responsible for coordinating implementation of all reform 

programmes supported by key TFPs, including the Bank. As for PAPGEM, the selected 

activities are focused on strengthening the public investment programming system, as well as 

governance in the mining sector, which should be an important source of revenue for the State 

and an undeniable potential for the country's economic growth. Actions initiated under these 

two projects are thus likely to create conditions conducive to achievement of targets set in 

PAREF II, namely: (i) increasing State resources to enable it to generate fiscal resources to 

support inclusive growth through public investment programming based on development 

priorities set out in PRSP III; (ii) ensuring that the State effectively plays its role as a public 

authority and major economic actor in the private sector by improving the regulatory and 

institutional framework and promoting the private sector.  

 

3.5 Bank’s Comparative Advantages  

 

In recent years, the Bank has acquired regional experience through its interventions in 

the public finance sector and improvement of the business climate in several countries, 

particularly in West Africa. In Guinea, the Bank financed a reform support programme 

(PAREF) and institutional capacity building programmes such as PADIPOC, PARCGEF and, 

more recently, PAPEGM which focuses on strengthening the public investment planning and 

programming framework, as well as the promotion of good governance in the mining sector. 

Over the past few years, the Bank has played an important role in dialogue on reforms in the 

extractive sector, which is the mainstay of the Guinean economy, particularly as regards the 

revision of the legal and regulatory framework and review of mining contracts. The comparative 

advantage of the Bank also lies in its offer of support for reforms backed by capacity building 

and technical assistance projects. Therefore, in designing the programme, the Bank identified 

actions and measures to be taken to create conditions for ensuring inclusive economic growth 

beneficial to all. This comparative advantage is also strengthened by the continued presence in 

Guinea of the Resident Country Economist, who conducts high-level dialogue with the 

Authorities on all economic reforms in the country 

 

3.6 Application of Best Practices on Conditionality 

 

In the design of PAREF II, and in accordance with Bank policy on programme-based 

operations (PBO), five best practices on conditionality were observed: (i) ownership results 

from the fact that the Programme is designed with the active collaboration of the authorities 

and is based on PRSP-III; (ii) existence of a coordination momentum among TFPs, coordinated 

by the Macroeconomic Thematic Group in which AfDB participates, in anticipation of the 

forthcoming signing of a General Budget Support Framework by the Government and TFPs; 

(iii) alignment of Bank support guidelines with national priorities (PRSP III); (iv) limited 

number of disbursement conditions to be defined during appraisal; and lastly (v) alignment of 

Bank support with the country’s budget cycle. 
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3.7 Application of Bank Policy on Concessional Loans 

 

The Programme complies with the Bank's principles on concessional loans. In accordance 

with the ECF concluded in 2013 with the IMF, the Government will not contract any non-

concessional loan during PAREF II implementation. 

 
 

IV. THE PROPOSED PROGRAMME 

 

4.1 Programme Rationale and Objectives  

 

4.1.1 The development objective of PAREF II is to create conditions for inclusive 

growth by strengthening public management and improving the business climate. The 

guidelines underlying the design of this Programme are: (i) increase State resources to enable 

it to generate fiscal income to support growth through public investment programming based 

on development priorities set out in PRSP III; (ii) enable the State to better play its role as a 

public authority and major economic actor in the private sector by improving the regulatory and 

institutional framework and promoting the private sector. A correlation is thus established 

between the State that has become prosperous and private sector expansion to ensure inclusive 

economic growth.  

 

4.1.2  PAREF II has the following specific objectives: (i) improve the collection of 

customs revenue; (ii) improve the mobilization of fiscal revenue; (iii) improve the mobilization 

of revenue from extractive industries; (iv) improve the execution of the public investment 

budget; (v) improve the legal framework of the business environment; (vi) strengthen the 

private sector development support system; and (vii) support the restructuring of the electricity 

sector. 

 

4.2 Pillars, Specific Objectives and Expected Outcomes 

 

4.2.1 PAREF II comprises two main components, namely: (A) Strengthening of public 

management; and (B) Improvement of the business climate and electricity sector governance. 

The first component is divided into two sub-components: (i) increased mobilization of budget 

resources; and (ii) better allocation of budgetary resources and execution of public expenditure. 

The second component is also divided into two sub-components: (i) improvement of the 

business climate; and (ii) strengthening of electricity sector governance. The specific measures 

in each of the two components are complementary with each other. Indeed, the revision of the 

various Codes (Customs, Taxation, Mining and Investment) is aimed at improving the level of 

budget revenues and promoting economic activity in the private sector. On the other hand, 

development of the activities of private sector operators by improving the business climate and 

gradually increasing public procurement commensurate with rising budgetary savings will 

result in economic growth and therefore greater opportunity to mobilize tax revenues for the 

State.  

 

Component A: Strengthening of Public Management 

 

4.2.2 Following the deterioration of the country’s financial and economic situation to which 

the military regime contributed significantly in 2008-2010, the Government, with IMF support, 

initiated an assessment of the performance of public financial management. The ensuing PEFA 

Report highlighted a number of weaknesses that needed to be addressed as a matter of urgency. 

It was on the basis of the recommendations of the Report that the Government, in 2013, 
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prepared the Public Finance Reform Plan (PREFIP). Furthermore, to help implement the 

reforms identified, PAREF II will focus on selected reforms whose implementation will help 

achieve the set objectives of inclusive growth. This component will therefore be divided into 

two sub-components, namely: (i) increased mobilization of internal and external budgetary 

resources; (ii) allocation of budgetary resources and effectiveness of public expenditure. 

 

 

Sub-Component A.1:  Increased Mobilization of Budgetary Resources  

 

4.2.3 Context and challenges: It is essential to increase the mobilization of domestic 

customs, tax and non-tax revenue, as well as revenue from the extractive sector and other 

sectors of the economy to meet the country’s ever increasing development needs through 

inclusive growth that offers opportunities to most people. The revenue from the extremely rich 

mining sector with a wide range of minerals is rather low (less than 25% of budget revenue, 

although it accounts for 92% of exports), while elsewhere, particularly in Algeria, oil and gas 

proceeds represent more than 80% of the State budget. 

  

4.2.4 Recent Government actions: The actions concern: (i) the adoption of a Public Finance 

Reform Plan including a three-year action plan for the 2014-2016 period and covering mainly 

budget programming and preparation, domestic resource mobilization, mobilization of external 

funding and debt management, etc.; (ii) the implementation of institutional support projects 

supported by the Bank and other bilateral and multilateral donors to strengthen the technical 

and operational capacity of financial authorities; (iii) the launching, with Bank support, of a 

study on local taxation in order to identify measures to be taken to broaden the tax base; (iv) 

the adoption of the Mining Code and revision of mining contracts to strengthen governance of 

the sector and maximize the resources derived therefrom by the State. 

 

4.2.5 Programme measures: PAREF II will support the following measures: (i) adoption, 

by Cabinet Meeting, of the bill amending the Customs Code7; (i) signing of implementing 

instruments for the revised Customs Code; (iii) operationalization of ASYCUDA World 

system; (iv) adoption, by Cabinet Meeting, of the bill amending the General Tax Code; (v) 

adoption, by Cabinet Meeting, of the bill on the Tax Procedures Manual; (vi) adoption of 

regulations implementing the Mining Code; (vii) finalization of the review of mining 

agreements and titles; (viii) development of a system that factors revenue from natural resources 

(including mining) into the macroeconomic and budgetary framework; (ix) adoption, by  

Cabinet Meeting, of the bill on the Petroleum Code; (x) submission, to the EITI 

International Secretariat, of reports on the collection, reconciliation and audit of 

payments made by mining companies and revenue received by the Government for 2011 

and 2012. 

 

4.2.6  Expected Outcomes: The implementation of the above measures should yield the 

following outcomes: (i) fiscal revenue will increase from 18.4% of GDP in 2013 to 20.8% in 

2015; (ii) the PEFA PI-3 Indicator: “Aggregate revenue compared to originally approved 

budget” will improve from B in 2013 to B+ in 2015; (iii) the PEFA PI-15 Indicator: 

“Effectiveness in collection of tax and customs payments” will improve from D+ in 2013 to B 

in 2015. 

 

                                                 
7  The measures highlighted in bold are conditions precedent to disbursement of the 1st and 2nd tranches of the ADF grant/loan. 
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Sub-Component A.2:  Better Allocation of Budgetary Resources and Execution of Public 

Expenditure 

 

4.2.7 Context and challenges: The allocation of budgetary resources should normally 

comply with clearly defined public policies, and thus allow for achievement of the development 

objectives, including inclusive growth that offers opportunities to the largest number of 

Guineans, thereby reducing poverty and income inequality and increasing access to basic social 

services. The instrument that makes it possible to address these concerns is the Public 

Investment Programme (PIP), which is reflected in the national development budget. However, 

the diagnosis of the public investment programming system conducted in 2012 showed that its 

organization was weak, resulting in resource wastage due to the duplication of activities and 

tension between Ministries whose activities are supposed to be complementary (Finance-

Budget and Planning). That is why, as part of the Bank-funded ongoing Economic Planning 

and Mining Governance Support Project (PAPEGM), “an integrated information platform for 

the programming, monitoring and evaluation of the Public Investment Programme (PIP)” will 

be established. With regard to the execution of public expenditure, through its impact on 

improving the delivery of social services (inclusive growth), it appears that with the exception 

of the social affairs and women’s advancement sector, the expenditure execution rate in the 

social sectors fluctuated between 68.7% and 81.9% in 2012 and 2013, which reduces the impact 

of targeted expenditure intended to improve the delivery of social services and meet the 

increasing demands of the needy population. Efforts should therefore be made to: (i) ensure, 

when preparing the Budget, that the composition of public expenditure is consistent with the 

priorities of the poverty reduction strategy, by making sure that the PIP projects are those 

identified in the Priority Action Programme appended to PRSP III; (ii)  

ascertain that funds allocated are fully used up, by 

strengthening the monitoring and evaluation of the 

implementation of public investment programmes. In 

this respect, the forthcoming implementation of the 

Agreement between partners on the budgetsupport 

framework will allow for regular budgetary reviews 

to ensure compliance of budget execution with 

development priorities adopted in PRSP III. 

 

Execution of Expenditure as 

% of Budget Allocations 

2012 2013 

Health 75 81.9 

Pre-university Education  84.7 75.6 

Literacy 80.8 68.7 

Social Affairs and  

Advancement of Women 

135 101 

Source : Ministry of  the Budget (DNB) 
 

 

4.2.8 Recent Government actions: Recent steps taken by the Government to solve the above 

problem concern: (i) the joint signing by the Minister of the Economy and Finance and the 

Minister of Planning of a memorandum clarifying the roles of each of their departments in the 

development and management of public investments; and (ii) the preparation, in the national 

development budget, of a new budget classification that better reflects the development 

priorities outlined in the third-generation Poverty Reduction Strategy Paper (PRSP III 2013-

2015) . 
 

4.2.9 Programme measures: Measures in PAREF II to support the Government in 

implementing reforms in this sector are: (i) inclusion, in the 2015 budget, of the programming 

of public investments taken from the Three-year Public Investment Programme; (ii) preparation 

of a public investment budgeting guide (commitment authorizations (AE)/payment 

appropriations (CP)) set in LORF mode for use by Ministries and institutions; (iii) 

establishment of an integrated platform for programming and monitoring public investment 

projects; (iv) adoption of a procedures manual and guide for the preparation of the three-year 

rolling PIP; (v) maintaining investment budgets in priority sectors (education, health and 

agriculture); (vi) operationalizing the monitoring of budget execution (production of quarterly 
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budget execution reports); and (vii) adoption, by Cabinet Meeting, of the decree on public 

finance governance (*). 

 

4.2.10 Expected outcomes: Implementation of Programme measures is expected to: (i) 

increase the access rate to basic social services and household resilience from 15.42% in 2013 

to 18.5% in 2015; (ii) improve the PEFA PI-12 Indicator “Multi-year Prospects in Fiscal 

Planning and Public Expenditure Policy” from C in 2013 to C+ in 2015 in public policy-based 

budgeting.  

 

Component B: Improvement of the Business Climate and Electricity Sector Governance  

 

4.2.11 Private sector development in Guinea faces several constraints, in particular: (i) 

weaknesses in the supply of factors of production, such as electricity, water, transport, a skilled 

workforce, and difficult access to financing; (ii) the absence of a suitable regulatory framework 

for securing private investment; (iii) inefficiency of Government services; (iv) unreliability of 

the judicial system; (v) inappropriate taxation system that often favours the informal sector to 

the detriment of the modern sector; (vi) lack of training for traders themselves; (vii) high 

perception of corruption in government circles, which could discourage investment initiatives; 

(viii) absence of a legal and institutional framework for Public-Private Partnership (PPP) to 

foster business opportunities for the private sector; and (ix) a generally unfavourable and 

unattractive business climate. This component includes two sub-components: (i) improvement 

of the business climate; and (ii) improvement of electricity sector governance.  
 

 Sub-Component B.1: Improvement of the Business Climate 

 

4.2.12 Context and challenges: Guinea’s ranking in the Doing Business report has improved 

somewhat between 2012 and 2014, thanks to the recent reforms undertaken. Indeed, the 

required time was reduced substantially and facilities provided in respect of starting a business, 

dealing with construction permits, registering property, trading across borders, getting credit 

and paying taxes. Efforts to improve other indicators are ongoing. Major challenges to 

improvement of the business climate in Guinea include: (i) the application of a tax system 

suitable for small and micro-enterprises in order to progressively bring informal enterprises into 

the formal sector; (ii) more sustained coordination of private sector promotion initiatives within 

the Ministry responsible for SMEs and the Private Sector; (iii) the design of a medium and long-

term private sector development strategy including a multi-year action plan.  

 

4.2.13 Recent government actions: The Government has taken the following measures to 

help promote the private sector: (i) at the institutional level, the establishment of the Private 

Investment Promotion Agency (APIP), and within it, a one-stop shop for business creation that 

led to the establishment of 4,820 businesses in 2012 and 1,443 in 2013, distributed in the trade, 

industry, agriculture, handicrafts, construction, livestock and fisheries sectors; (ii) revision of 

the 1995 Investment Code, so that it should contain only non-tax provisions; (iii) enactment of 

the law on tax incentives for domestic and foreign investors, concurrently with the 2014 Finance 

Law; and (iv) establishment, with IFC support, of a leasing system. These measures are, 

however, not enough to boost the private sector in Guinea.  

 

4.2.14 Programme measures: PAREF II has the following measures: (i) creation of a unit 

within the Ministry of the Economy and Finance that will be responsible for public-private 

partnerships; (ii) adoption, by Cabinet Meeting, of the bill on public-private partnerships; (iii) 

adoption, by Cabinet Meeting, of the bill on the Investment Code; (iv) adoption of the 

Action Plan for the Implementation of the National SME Development Policy; (v) adoption, by 
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Cabinet Meeting, of the decree on the SME Charter; (vi) operationalization of the four regional 

offices of the Private Investment Promotion Agency (APIP); and (vii) adoption, by Cabinet 

Meeting, of the Decree on the Establishment of a Permanent Secretariat for Public-Private 

Dialogue on Private Sector Reforms. 

 

4.2.15 Expected outcomes: Implementation of Programme measures is expected to yield the 

following outcomes: (i) new opportunities for funding major works, especially in the field of 

infrastructure (roads and railway) required for the exploitation of the huge mineral deposits 

found in the country’s sub-soil and hydroelectric dams to supply energy on a larger scale, as 

that is essential to the transformation of the economy based on the PPP formula; (ii) a clearer 

vision of medium and long-term private sector development, which is expected to further 

contribute to the creation of national wealth and growth of employment for unemployed youths 

and women; and lastly (iii) greater collaboration between the private sector and the State 

through constant and structured dialogue. 

 

Sub-Component B.2: Improvement of Electricity Sector Governance 

 

4.2.16 Context and challenges: With an installed capacity of 203 MW, Guinea’s electricity 

system is powered mainly by thermal and hydroelectric plants, and managed by the State 

corporation Electricité de Guinée (EDG). The outdated production facilities and distribution 

network, coupled with poor management of the corporation, creates a structural deficit of 

electricity supply, given the rapid increase in demand, since the supply is estimated to cover 

only 40% of demand. To support activities in the sector, the Government has often financed 

investments in additional production equipment, as well as granted the public management 

corporation operating subsidies amounting to 0.6% of GDP. Nevertheless, electricity supply 

remains insufficient to meet household and industrial needs. Therefore, no private sector 

development can be considered in Guinea without addressing the problem of electricity supply 

and, in particular, the governance of the sector. Restructuring the sector will help to reduce the 

stress on access to this important factor of production for all economic actors, as well as State 

subsidies that could be allocated to other priority sectors.  

 

4.2.17  Recent Government actions: Given the situation in the sector, the Government has, 

with the support of TFPs (World Bank, International Finance Corporation and the African 

Development Bank), commissioned a diagnostic study and a rehabilitation plan for production 

infrastructure, EDG management, the provision of technical assistance, the preparation of a 

Master Plan, etc. A Coordination and Monitoring Committee responsible for implementing the 

Rehabilitation Plan has been established; it is backed by two technical assistants, one of whom 

deals with legal aspects while the other assists the contracting authority. The Government will, 

through competitive bidding, recruit a strategic partner who will be paid to manage EDG on a 

contract basis. The partner may subsequently be involved in making additional investments 

needed to continue activities in the sector. There are also plans to revise the 1993 law on 

electricity and to establish, with donor support, an Electricity and Water Regulatory Authority. 

  

4.2.18 Programme measures: PAREF II has the following measures to assist the 

Government in carrying out reforms in the electricity sector: (i) adoption, by Cabinet Meeting, 

of the Electricity Bill; (ii) adoption, by Cabinet Meeting, of the Decree on the Establishment of 

the Electricity Sector Regulatory Agency; (iii) development of a physical and financial rate 

arbitration model; and (iv) update of the Electricity Master Plan. 

 

4.2.19 Expected outcomes: Implementation of Programme measures is expected to yield the 

following outcomes: (i) restructuring of the electricity sector; (ii) substantial reduction, if not 
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cancellation, of State grants to EDG; (iii) establishment of the physical and financial model, 

making it possible to adjust kWh/h prices to the changes in production costs. 

 

 

4.3 Financing Requirements and Arrangements 

 

This budget support operation is an integral part of external funding sources that will help cover 

the budget deficit over the 2014-2015 period amounting to GNF 1,531 billion. This deficit will 

be covered by domestic financing (bank and non-bank financing) to the tune of GNF 359 billion 

for the same period and external financing to the tune of GNF 1,172 billion, that is, a total of 

1,531 billion in available resources (1,172 +359). Out of the GNF 1,172 billion from external 

sources, the amount of GNF 333.9 billion is budget support, with GNF 130.26 billion to be 

provided by the ADF (UA 12 million), representing 39% of budget support and 8.5% of total 

financing requirements.  
 

Table 5 : Financing Requirements (in GNF billion) 

 

Financing Requirements and Sources  2014 2015 TOTAL 

Revenue and grants 

Total expenditure and net lending 

Overall deficit on a commitment basis excluding grants 

Total Financing Requirements 
 

Total Financing Including  

…...Domestic funding 

.......External funding including  

……….Budget support 

Financing GAP  

12,142 

13,480 

-1,338 

-1,338 
 

1,338 

797 

541 

273 

0.0 

13,082 

13,275 

-193 

-193 
 

193 

-438 

631 

60.9 

0.0 

25,244 

26,755 

-1,531 

-1,531 
 

1,531 

359 

1,172 

333.9 

0.0 

        Source: Guinean authorities and IMF Estimates/projections (February 2014 Review Report) 

 

4.4 Programme Beneficiaries  
 

The entire Guinean population will benefit from this Programme, which aims to increase State 

resources, thereby enabling the latter to create fiscal revenue to support growth and meet the 

social demands of the poorest social groups through the policy of securing budgetary resources 

for this purpose. In addition, the public-private partnership formula adopted is one of the 

flagship measures of the Programme, opening a wide range of opportunities for foreign 

investment. Such opportunities will focus on the construction of infrastructure (roads and 

railways) that will foster the exploitation of the country’s huge mineral deposits and facilitate 

trade between the regions and communities they pass through. Other measures relating to the 

electricity sector will bring relief to the people who suffer frequent power cuts that are a source 

of insecurity and discomfort in their daily lives. Finally, improving the business environment 

will encourage foreign and domestic economic operators to invest in the country and create jobs 

for the young unemployed graduates. 

 

4.5 Macroeconomic and Governance Impact 

 

Implementation of reforms under this Programme should enable the State to collect more 

budget resources (from 18.8% of GDP in 2013 to 22.2% of GDP in 2015), improve the 

effectiveness of public expenditure, and enhance the correlation between investment budgets 

and the priorities identified in PRSP III. This will be reflected particularly through better 

provision of basic social services (the access rate to basic social services and household 

resilience will increase from 15.42% in 2013 to 18.5% in 2015). The reforms should also foster 

the emergence of a private sector that is better supported by the Government through constant 



 

 

17 
 

and more structured dialogue, enabling it to play its role in driving growth and generating jobs. 

Moreover, strengthening public management is a key element in promoting good governance. 

 

 

4.6 Social Impact 

 

Enhancing the efficiency of public expenditure and, in particular, the protection of spending in 

priority sectors (education, health and social affairs), are expected to help meet social demand 

that is becoming increasingly stronger as poverty becomes more widespread. Furthermore, 

gearing PAREF II-supported public investments towards vulnerable groups, particularly 

women and young people, will improve their living conditions. 

 

4.7 Impact on Gender 

 

During the preparation of PAREF II, particularly during consultations with stakeholders, and 

especially the Ministry of Social Affairs and Advancement of Women, the impact of the 

Programme on gender was considered. Reforms seeking to enhance the efficiency of public 

spending should therefore promote better implementation of the many projects under the PIP 

intended to support women. In addition, those aimed at improving the investment climate 

supported by this operation will have a significant impact on the capacity of women 

entrepreneurs to create and successfully manage SMEs in the handicraft, trade and services 

sectors, where they usually operate. Furthermore, by encouraging enhanced revenue 

mobilization, PAREF II will enable the State to generate the resources needed to operationalize 

public initiatives targeting the empowerment of women through micro-credits granted by the 

National Micro-Finance Agency (ANAMIF) and the National Fund for the Integration of 

Young Women Graduates that reserves 50% of its resources for women. Finally, the 

Programme measure aimed at securing social spending resources should reinforce education 

and health infrastructure that primarily benefits mothers and children, as well as improve the 

living conditions of this vulnerable social group.  

 

4.8 Environmental Impact  

 

The proposed Programme is a general budget support operation, which will not have any 

environmental impact, and thus is classified in Category III. 

 

V.  IMPLEMENTATION, MONITORING AND EVLAUTION 

 

5.1 Implementation Arrangements 

 

5.1.1 Implementation institutional framework: The programme implementation will be 

coordinated by the Programme Monitoring Technical Unit (CTSP) within the Ministry of the 

Economy and Finance. It is a body responsible for monitoring reform programmes, including 

those supported by TFPs (IMF programme, the Bank-funded PAREF, and budget support from 

the World Bank) The CTSP, which successfully implemented the previous reform support 

programme, will be required to submit to the Bank: (i) quarterly reports on the progress of 

PAREF II implementation; (ii) budget execution reports; and (iii) the management accounts, as 

well as audited finance laws. 

 

5.1.2 Disbursement: The budget support will be disbursed in two tranches, in 2014 and 

2015, in the amounts of UA 6.39 and UA 5.61 million respectively. The conditions precedent 

to disbursement of each of the two tranches are indicated below. The two-tranche disbursement 
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will enable the authorities to have a clear picture of external budgetary resources, and the Bank 

to maintain high-level dialogue on the implementation of reforms. The resources will be kept 

in a special Treasury account with the Central Bank of Guinea. 

 

5.1.3 Procurement of goods and services: The operation will be conducted in the form of 

general budget support initiative. Therefore, its implementation will not entail any direct 

procurement of goods and services. A review of the national public procurement system 

governed by the new Law No. L/2012/020/CNT of 11 October 2012 defining rules governing 

the control and regulation of public procurement and the delegation of public service, and 

repealing of Law No. L/97/016/AN of 3 June 1997 relating to the Public Procurement Code of 

the Republic of Guinea, was conducted by the Bank in November 2011. This review concluded 

that the Guinean public procurement regulation is, to a great extent, consistent with the Bank’s 

policy standards, so it is possible to use national procedures for this budget support, subject to 

a number of improvements that should be discussed with the Government. 

 

5.1.4  Financial Management and Audit: PAREF II will use the national public finance 

management system. This system has undergone significant improvements over the past two 

years. Indeed, thanks to the capacity building projects (backed by Bank, the World Bank and 

the European Union) supporting the implementation of the current PEFA-inspired public 

finance reform plan, the quality, reliability and transparency of the system have improved, 

which could be considered as a positive trend. Furthermore, the external oversight 

strengthening process is underway with the adoption of the law establishing the Court of 

Auditors. In the meantime, the Bank will require that the programme’s financial flows be 

audited by an independent firm. Financial management arrangements and those concerning the 

auditing of the use of PAREF II resources are specified in greater detail in the technical annex 

to this report. 

 

5.2 Monitoring and Evaluation 

 

Responsible institution, Monitoring-evaluation of outcomes: The implementation of PAREF 

II will be monitored by CTSP. The latter will collect data, coordinate the monitoring and 

evaluation, and submit the information to the Bank. The Bank will conduct supervision 

missions in conjunction with other technical and financial partners to assess the progress made 

on the basis of the agreed indicators, and in accordance with the new framework for monitoring 

implementation and Bank-established outcomes. Performance assessment against the expected 

outcomes of PAREF II will be followed by continuous support from the Bank Office in Guinea. 

It should be noted that a consultation framework involving the Government, technical and 

financial partners, including the Bank and civil society, will be established to ensure monitoring 

and evaluation of implementation of reform support programmes, in accordance with the budget 

support framework agreement. At the end of the programme, a completion report will be 

prepared by the Bank in collaboration with the Government.  

 

VI.  LEGAL INSTRUMENTS AND AUTHORITY  

 

6.1 Legal Instruments 

 

The legal instruments that will be used under the Programme are: (i) a Loan Agreement between 

the Republic of Guinea and the African Development Fund (the Fund); and (ii) a Protocol 

Agreement between the Republic of Guinea and the Fund. 
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6.2 Conditions for Bank Intervention 

 

6.2.1 Effectiveness: Effectiveness of the loan will be subject to fulfilment of the conditions 

stipulated in Section 12.01 of the Bank’s General Conditions Applicable to Loan Agreements 

and Guarantee Agreements. Effectiveness of the grant will be subject to fulfilment of the 

conditions stipulated in Section 10.1 of the General Conditions Applicable to Protocol 

Agreements on Fund grants.  

 

6.2.2 Conditions precedent to disbursement of the first tranche of UA 6.39 million (Grant): 

Based on dialogue with the Government, the latter is expected to implement the following 

conditions precedent to disbursement of the first tranche: 

 
Table 6: Conditions precedent to Disbursement of the First Tranche (Grant) 

 

i) Adoption, by Cabinet Meeting, of the bill amending the Customs Code 

Evidence: Letter of the Ministry of the Economy and Finance transmitting a copy of the Statement of the 

Cabinet Meeting, including the adoption by the latter of the bill amending the Customs Code. 

(ii) Submission, to the EITI International Secretariat, of reports on the collection, reconciliation and 

audit of payments made by mining companies and the revenue received by the Government services for 

fiscal years 2011 and 2012. 
Evidence: Letter from the Ministry of the Economy and Finance forwarding a copy of the letter of transmission 

by the Chair of the EITI Steering Committee of the reports on the collection, reconciliation and audit of 

payments for 2011 and 2012 to the EITI International Secretariat.  

(iii) Adoption, by Cabinet Meeting, of the Decree on public finance governance 

Evidence: Letter of the Ministry of the Economy and Finance transmitting a copy of the Statement of the 

Cabinet Meeting, including the adoption by the latter of the Decree on public finance governance. 

 

6.2.3 Conditions precedent to disbursement of the second tranche of UA 5.61 million 

(Loan): Based on dialogue with the Government, in addition to maintaining a stable 

macroeconomic framework and ensuring effective implementation of PAREF II measures for 

2014, the Government is expected to fulfil the following conditions precedent to disbursement 

of the second tranche: 

 
Table 7: Conditions precedent to disbursement of the Second Tranche (Loan) 

 

(i) Adoption, by Cabinet Meeting, of the Bill on the Petroleum Code  

Evidence: Letter of the Ministry of the Economy and Finance transmitting a copy of the Statement of the 

Cabinet Meeting reporting that the latter has adopted the Bill on the Petroleum Code. 

(ii) Adoption, by Cabinet Meeting, of the Bill on the Investment Code. 
Evidence: Letter of the Ministry of the Economy and Finance transmitting a copy of the Statement of the 

Cabinet Meeting reporting that the latter has adopted the Bill on the Investment Code. 

 

6.3 Compliance with Bank Group Policies 

 

PAREF II is consistent with Bank Group policy for programme support operations. No waiver 

has been requested in this proposal from the Guidelines.  

 

VII. RISKS AND MITIGATION MEASURES  

Achievement of the objectives of this programme could be hampered by the risks listed in the 

following table: 
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Table 8 : Major Risks and Mitigation Measures 
 

Risk Mitigation 

Weakening of  the 

political will to carry 

out reforms 

Strong commitment of the authorities to carry out structural reforms. This was 

evidenced not only by the successful implementation of PAREF measures within a 

difficult context, but also by implementation of the reforms defined in the IMF 

programme that culminated in the achievement of the completion point under the HIPC 

Initiative. 

Fiduciary Risk  The implementation of the Public Finance Reform Strategic Plan, with the assistance 

of the Bank’s institutional support projects (PARCGEF and PAPEGM) and those of 

other donors, will help strengthen the system and reduce the fiduciary risk. 

Inadequate capacity 

to carry out reforms. 

The Bank’s capacity building projects (PARCGEF and PAPEGM), as well as those of 

other partners, will help mitigate the risk related to the lack of capacity by entities 

responsible for implementing and monitoring the reforms. 

 

VIII. RECOMMENDATION  

 

In light of the foregoing, it is recommended that the Board of Directors should approve,  a grant 

of UA 6.39 million from ADF-XIII resources, and a loan of UA 5.61 million in the form of 

general budget support, to the Republic of Guinea to finance the Economic and Financial 

Reform Support Programme (PAREF II). 
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LETTER OF DEVELOPMENT POLICY 

 

Conakry, 15 April 2014 

 

From : His Excellency Mohamed DIARE 

Minister of State, Ministry in charge of the Economy and Finance  

Conakry 

 

To: Mr. Donald KABERUKA 

President of the African Development Group 

Tunis 

 

Subject: Letter of Development Policy 

 

Mr. President, 

 

Under the leadership of the Head of State, President Alpha Condé, Guinea has just successfully 

completed its political transition that culminated in the setting up of the New Parliament which, in 

many respects, may become a blueprint for multiparty politics on the African continent. 

 

From an economic standpoint, since 2010, the determination of the entire Government has firmly set 

the country on the path to economic recovery. An economic and financial programme for the 2012-

2014 period, supported by the Extended Credit Facility (ECF) of the International Monetary Fund, 

was approved in February 2012. The Government, in 2013, adopted a new Poverty Reduction 

Strategy Paper (PRSP III) for the 2013-2015 period, which provides a medium-term development 

framework for accelerated growth and the achievement of the Millennium Development Goals 

(MDGs). PRSP III is the single unifying framework for the country’s development policies and the 

interventions of technical and financial partners. It is based on four pillars: (i) governance and 

institutional and human capacity building; (ii) acceleration, diversification and sustainability of 

growth; (iii) development of infrastructure to support growth; and (iv) improvement of access to basic 

social services and household resilience. It also includes cross-cutting issues (human rights, 

population, employment, conflict prevention, gender, environment, climate change, and HIV/AIDS). 

 

The successful implementation of these programmes and the economic, structural and sector reforms 

have enabled Guinea to revive growth, restore the stability of the macroeconomic framework, and 

ensure public finance management control. These achievements allowed the country to reach, in 

September 2012, the completion point of the debt relief initiative for Heavily Indebted Poor Countries 

(HIPC). 

 

This significant economic performance notwithstanding, the Government still faces several 

challenges. Indeed, growth, which was less than expected and even slowed down in 2013, has not 

had the expected impact on poverty reduction. Social demand has therefore become more urgent in 

terms of basic social services (water, electricity, education and health), food security and basic 

infrastructure (roads and dams). Two years from the MDG and PRSP III deadline, unemployment 

and poverty are stagnating, calling for wide-ranging action. 

 

This Letter of Development Policy summarizes the strides made by Guinea in recent years in the 

economic and social sectors. It further outlines the policies and reforms that the Government intends 

to implement in the medium-term to ensure stabilization of the macroeconomic framework, 

development of basic social sectors, and revitalization of productive sectors (agriculture and mining), 
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with a view to creating private sector-driven and employment-generating conditions for inclusive 

economic growth. The Government is seeking assistance from the African Development Fund to 

support this reform programme over the 2014-2015 period.  

 

1. Background and Recent Economic Developments  

 

Recent economic developments in Guinea show that the upward trend observed since 2011 has 

continued despite an extremely difficult national and international context. Guinea’s economic 

growth, which stood at around 4% in 2011 and 2012, has resumed. The slowdown of the country’s 

economy in 2013, with a growth rate of 2.5%, was mainly due to the mining shock (7.4% drop in 

mining sector value added) and the impact, on economic activity, of the political unrest that occurred 

in the wake of parliamentary elections. Despite these shocks, the Government has been able to 

maintain macroeconomic stability.  

 

The Guinean Franc was stabilized and inflation held at around 10.5% in 2013, compared to 13% at 

end-2012 and 21% in 2010. The sound performance of revenue services enabled us to improve 

revenue mobilization and raise the tax burden to more than 18.5% in 2013, compared to 15% in 2010. 

Public expenditure was also better controlled mainly due to the adoption of management on a cash 

basis. All these measures helped to reduce the budget deficit to around 2.6 % of GDP in 2013, 

compared to nearly 13% in 2010, despite a significant shortfall in government revenue. Foreign 

exchange reserves have also been restored, and currently amount to more than three months of 

imports, from just less than one month in 2010. This is largely due to the improvement of public 

finance management sustained by a prudent fiscal and monetary policy. Unfortunately, cutting 

expenditure, especially capital expenditure, has not enabled us to meet the indicative target for 

priority sector spending. Overall, however, all the end-June 2013 performance criteria of the 

economic and financial programme under the ECF were met for 2013 and the programme objectives 

achieved. Preliminary estimates also indicate that all the end-December 2013 performance criteria 

were met as well.  

 

Guinea’s macroeconomic outlook for 2014 remains positive, given the return to political stability 

with the end of the transitional period which witnessed the installation of the new National Assembly. 

Growth targets stand at 4.5 %, and are based on the assumption of a resumption of mining investment, 

especially the SIMANDOU project, continued good performance of the agricultural and construction 

sectors, and improvement of electricity supply. Inflation is expected to continue to decline to 8.5%, 

while official foreign exchange reserves will remain at an acceptable level. As regards the budget, 

public investment, revenue and foreign aid are expected to increase. Macroeconomic policies in 2014 

are aimed at supporting growth and lowering inflation to 8.5% by end-2014. The foreign exchange 

reserves of BCRG should cover at least three months of imports.  

 

2. Key reforms and prospects 

 

These remarkable developments have been possible thanks to the commitment of the President of the 

Republic, the entire Government and the people of Guinea in the conduct of economic and sector-

based reforms. The support of our technical and financial partners, particularly the African 

Development Bank, has been instrumental in the achievement of these results.  

 

Following the installation of the new Government in January 2014, it was deemed important to 

accelerate implementation of PRSP III adopted in 2013. The Government has prepared a priority 

action plan to boost investment in PRSP III priority sectors, and mainly the social sectors (health, 

education and water access), growth-oriented sectors (private sector, mining and agriculture), and 
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growth-supporting sectors (energy, public works and roads). The Government also intends to 

continue implementing its IMF-supported economic programme, and resolutely carry out the public 

finance management reforms contained in the Public Finance Reform Plan (PREFIP), and other 

structural measures at sector level.  

 

The reforms adopted in the 2014-2015 programme, for which the Government is seeking ADF 

support, focuses on two main areas. The first area relates to the strengthening of public 

management and comprises two parts: (a) increased mobilization of budget resources; and (b) better 

budget resource allocation and implementation of public expenditure. The second area concerns 

improving the business climate and strengthening electricity sector governance, and also has two 

parts: (a) improvement of the business climate; and (b) strengthening of electricity sector governance. 

The support we are requesting is a continuation of the measures supported under the previous 

Economic and Financial Reform Support Programme (PAREF) of the African Development Bank, 

which placed special emphasis on strengthening public finance management (budget control, public 

procurement, revenue mobilization, and cash-flow management) and improving extractive sector 

governance.  

 

Strengthening of public management 

 

Improving public management is essential for effective PRSP III implementation. At this level, fiscal 

policy should play a key role in creating adequate fiscal revenue to support investments in accordance 

with PRSP III priorities, while consolidating macroeconomic stability. To achieve the set fiscal policy 

objectives, four pillars have been defined: (i) strengthening revenue mobilization; (ii) controlling the 

level and improving the quality of expenditure; (iii) shifting resources towards investment; and (iv) 

using the funds to ensure budget sustainability. The end of the political transition and the success of 

the Development Partners and Investor Conference, held in Abu Dhabi with support from the African 

Development Bank, should give fresh impetus to the mobilization of external financing from 

technical and financial partners and support internal revenue mobilization efforts.  
 

(i)  Increased mobilization of budget resources 
 

The Government intends to significantly strengthen the collection of revenue, which should increase 

from 18.4% of GDP in 2013 to 19.7% of GDP in 2014, by continuing its tax arrears collection efforts 

and enhancing control and customs clearance services. An Inter-Financial Services Technical 

Committee has been established to monitor progress in revenue collection. Revenue from other 

sources is mainly that expected to be derived from full implementation of the new mechanism for 

automatic adjustment of the price of petroleum products and the payment into the Treasury of revenue 

collected by public entities. The Government is also quite mindful of the tax potential of the mining 

sector. 
 

Structural reforms, subject to special monitoring by PACI, will focus on mobilizing tax and customs 

revenue and mobilizing revenue from the extractive sector. PACI’s support is a continuation of AfDB 

support under the PAREF, which had placed emphasis on improving the performance of revenue 

services.  
 

Regarding the improvement of tax revenue, efforts will be geared essentially towards: (i) ensuring 

the adoption, by Cabinet Meeting, of the bill amending the General Tax Code (CGI), and the adoption 

of its implementing instruments; and (ii) ensuring the adoption, Cabinet Meeting, of the bill on the 

Tax Procedures Manual; and (iii) ensuring the validation of the study on local taxation. Regarding 

the mobilization of customs revenue, the focus will be on: (i) ensuring the adoption, by Cabinet 

Meeting, of the bill amending the Customs Code, and issuing corresponding implementing 
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instruments; (ii) operationalizing the inter-connection between the customs information system and 

BCRG information system, and operationalizing ASYCUDA World system.  

 

Regarding revenue from the extractive sector, the Government has already taken steps to mobilize 

substantial revenue from this sector, particularly by reviewing mining contracts and promoting 

governance in this sector through adoption of implementing instruments of the new Mining Code. 

The reform measures envisaged under PACI concern the following areas: (i) adoption of statutory 

instruments of implementation of the Mining Code ; (ii) finalization of the mining agreement and title 

review process ; (iii) reporting on the collection, reconciliation and audit of payments made by mining 

companies and revenue received by Government services for 2011 and 2012 to the EITI International 

Secretariat; (iv) development of a system of accounting for revenue from natural resources (including 

mining) in the macroeconomic and budgetary framework; (v) adoption, by Cabinet Meeting, of the 

bill on the Petroleum Code.  

 

The implementation of these reforms is already supported by the African Development Bank under 

the Economic and Financial Capacity Building Support Project (PARCGEF) and the Economic 

Planning and Mining Management Support Project (PAPEGM).  

 

(ii)  Improvement of budgetary allocations and execution of public expenditure 

 

To achieve the objectives of PRSP III, the Government will make a shift in the allocation of public 

spending in order to better align the sector-based priorities of PRSP III and improve the execution of 

public expenditure. Emphasis will be placed on improving the level and quality of capital expenditure, 

which suffered budget cuts in 2013. Current expenditure will continue to be controlled, including 

wages, spending on goods and services and subsidies. PREFIP will also be reformed in order to create 

more linkages among PRSP III, sector-based policies, the budget and the three-year Public Investment 

Programme (PIP) through the implementation of medium-term budgetary frameworks and Medium-

Term Expenditure Frameworks (MTEF). 

 

Specifically, the PACI will support reforms aimed at improving the programming and execution of 

public investment. Strengthening the system of public investment programming will be underpinned 

by the following measures: (i) inclusion, in the 2015 Budget, of the public investment programming 

as from the Three-Year Public Investment Programme; (ii) preparation of a guide for budgeting of 

public investment in the form of commitment authorization (AE) and payment appropriations (PA) 

intended for Ministries and Institutions; (iii) establishment of an integrated platform for programming 

and monitoring public investment projects; (iv) adoption of the Procedures Manual and guide for 

preparation of the three-year rolling PIP.  

 

With respect to improving execution of the investment budget, the PACI-supported measures should 

make it possible to: (i) preserve the execution of investment budgets in priority sectors (education, 

health and agriculture); (ii) ensure the adoption, by Cabinet Meeting, of the decree on Public Finance 

Governance; (iii) ensure operationalization of monitoring of budget execution; and (iv) conduct 

budget execution audits.  

 

Ongoing projects of the African Development Bank, especially the PAPEGM, will contribute 

substantially to the implementation of these measures and reforms.  
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Improvement of the business climate and electricity sector governance 

 

 (i)  Improvement of the business climate  

 

Recognizing the leading role of the private sector in the creation of growth and jobs, the Guinean 

authorities have carried out several reforms to improve the business environment and secure 

investments. To that end, the Guinean Government has prepared a new draft Investment Code, which 

provides for the admission of foreign private investment, the level of treatment and protection of 

foreign private investment, and the legal and judicial guarantees offered to investors. The Government 

is also preparing new legislation to regulate public-private partnerships, particularly with the support 

of the International Finance Corporation (IFC) of the World Bank Group. The African Development 

Bank has also expressed interest in supporting this sector. A new Private Investment Promotion 

Agency (APIP) has been established with greater powers to implement the one-stop shop approach 

and facilitate the installation of private investors. Already, significant progress has been made in 

terms of reducing the time taken to start a business, which has dropped from 45 days to less than 3 

days today. The Government will establish a Private Sector Reform Coordination Unit within the 

Ministry of Industry and Small and Medium-Sized Enterprises, with a view to proposing a strategy 

for promoting small enterprises and a business plan. Regarding taxation, the provisions on tax and 

customs incentives were introduced in the last Finance Law for 2014. These provisions define 

ordinary law tax and customs exceptions designed to encourage natural persons and corporate bodies 

to invest in Guinea. Good governance is also at the core of the new strategy. That is why the new 

justice reform programme, which is expected to be approved by June 2014, will have a section on 

strengthening the protection of title deeds, enforcement of commercial contracts, and a timeline for 

the establishment of a Commercial Court.  
 

PACI–supported reforms to improve the business framework will focus on: (i) establishing a Public-

Private Partnership (PPP) Unit within the Ministry of the Economy and Finance; (i) ensuring the 

adoption, by Cabinet Meeting, of the PPP Bill; and (ii) ensuring adoption, by Cabinet Meeting, of the 

Bill on the Investment Code. Reforms aimed at strengthening the private sector promotion support 

system will focus on: (i) the adoption of an action plan for the implementation of the National Policy 

for the Development SMEs; (ii) operationalization of the four regional offices of the Private 

Investment Promotion Agency (APIP); (iii) the adoption, by Cabinet Meeting,  of the decree on the 

SME Charter; and (iv) the adoption, by Cabinet Meeting, of the decree establishing a Permanent 

Secretariat for Private-Public Dialogue on Private Sector Reform. 
 

(ii)  Improvement of electricity sector governance  
 

The Government will continue implementing the policies and reforms outlined in the Letter of 

Development Policy of the energy sector, as revised in 2012. The medium- to long-term objectives 

are to (i) increase access to electricity; (ii) improve governance and the financial viability of EDG; 

and (iii) reduce dependence on fossil fuels by developing Guinea’s huge hydroelectricity potential. 

The updated action plan for restructuring of the electricity sector, prepared with World Bank  

assistance, defined six priority projects: (i) the rehabilitation and strengthening of hydroelectricity 

production; (ii) the rehabilitation of the thermal power plants of Tombo III and V in Conakry; (iii) 

supporting the reform of EDG, particularly by concluding a management contract with a strategic 

operator; (iv) restructuring and strengthening of the sector through technical advice for reform of the 

sector, a review of the electricity law, and the adoption of a law on public-partnerships in order to 

prepare for private sector participation in the sector; (v) the rehabilitation and strengthening of the 

electric transmission network; and (vi) adding 100 MW of capacity from thermal generation to the 

network.  
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The PACI will support the restructuring of the electricity sector through the following specific 

measures: (i) adoption, by Cabinet Meeting, of the electricity bill; (ii) adoption, by Cabinet Meeting, 

of the decree establishing the electricity sector regulatory body; (iii) development of a physical and 

financial model for the arbitration of financial rates; and (iv) update of the Electricity Master Plan.  

 

3. Technical and financial assistance required to implement the reforms  

 

The support of the African Development Bank under the Inclusive Growth Support Programme 

(PACI) provides an appropriate response to the needs of PRSP III, and constitutes a follow-up to the 

PAREF. The Government welcomes this exemplary partnership, and will make every effort to ensure 

success of this programme, which could be used by other technical and financial partners (PTFs) as 

a model for their budget support initiatives. Indeed, the Government and TFPs have agreed on a 

general framework for budget support and technical assistance to the PRSP and PREFIP, which will 

lead to better structuring of the budget support and the technical assistance partnership framework, 

and to effective complementarity of action. 

 

The Government deeply appreciates, in addition to the financial assistance of the PACI, the technical 

assistance provided by the African Development Bank for implementation of reforms under the 

ongoing technical assistance projects (PARCGEF and PAPEGM). The technical assistance has 

proved most relevant, having produced high-quality results. We hope it will be extended, considering 

the magnitude of the current reform implementation capacity building needs, particularly in public 

finance management under PREFIP for the next five years. The Government would like this 

possibility to be considered, since the PARCGEF will end in December 2014, while the PAPEGM 

which runs until 2017, provides only for activities centred on public investment, and has no public 

finance component as such.  

 

4. Reform policy coordination, monitoring and implementation mechanism  

 

This programme will be implemented under the supervision of the Minister of the Economy and 

Finance, acting through the Programme Monitoring Technical Unit (CTSP), in close collaboration 

with the Minister Delegate for the Budget, the line Ministers and other entities concerned by the 

programme focus areas. The progress of reforms, including those supported by the Risk Capital 

Action Plan (PACI), will be presented periodically to the Economic Coordination and Reform 

Council (CCER) that was recently set up by the Government in February 2014. Reform review will 

be conducted within the framework of joint bodies involving other technical and financial partners, 

based on PRSP III and PREFIP, and as part of the bilateral reviews of the African Development Bank. 

Regular dialogue will be maintained with the African Development Bank in monitoring the 

implementation of planned actions. The Government hereby undertakes to make every necessary 

effort to implement the above measures and actions, and reiterates its request to the African 

Development Fund for the implementation of the financial support envisaged within this framework. 

 

 

(Signed) Mohamed DIARE 

 

Minister of State,  

Minister in charge of the Economy and Finance 
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MATRIX OF MEASURES OF THE ECONOMIC AND FINANCIAL REFORM SUPPORT PROGRAMME 

 (*) Condition for the disbursement of the first tranche; (**) Condition for the disbursement of the second tranche; DS: Documentary Source / RI: 

Responsible Institution  

Objectives 2014 Measures  2015 Measures  Output Indicators  DS/RI 

Component I - Strengthening of Governance 

Sub-component I.1: Strengthening of Budget Resource Mobilization  
Improve the 

mobilization of 

customs revenue 

Adoption, by Cabinet Meeting, of 

the Bill amending the Customs Code 

(*) 

 Bill on the Customs Code is adopted by 

Cabinet Meeting before end-2014 

DS: MDB Letter 

transmitting a copy of the 

report of the Cabinet 

Meeting 

RI: MDB  

 Adoption of instruments of 

implementation of the Customs Code  

 

 

The instruments of implementation of the 

Customs Code  

are adopted before end-2015  

 

DS: MDB Attestation 

Letter  

 

RI: MDB  

 Operationalization of ASYCUDA 

World system  

 

ASYCUDA World system is operational 

before end-2015 

DS: MDB Attestation 

Letter  

 

RI: MDB 

Improve the 

mobilization of 

fiscal revenue 

 

 

 

Adoption, by Cabinet Meeting, of the 

Bill amending the General Tax Code  

 The Bill amending the General Tax Code is 

adopted by Cabinet Meeting before end-

2014  

DS: MDB letter 

transmitting a copy of the 

report of the Cabinet 

Meeting 

RI: MDB 

 

 

Adoption, by Cabinet Meeting, of the 

Bill on the Tax Procedures Manual  

 

The Bill on the Tax Procedures Manual is 

adopted by Cabinet Meeting before end-

2015  

 

DS: MDB letter 

transmitting a copy of the 

report of the Cabinet 

Meetings 

RI: MDB  

Improve revenue 

mobilization in the 

extractive sector  

 

 

 

 

Adoption of statutory instruments of 

implementation of the Mining Code 

 The statutory instruments of implementation 

of the Mining Code are  adopted  before end-

2014 

DS: MMG Attestation 

Letter  

RI: MMG/MDB  

Finalization of the mining agreement 

and title review process 

 The mining agreement and title review 

process is finalized before end-2014 

DS: MMG Attestation 

Letter  

 

RI: MMG/MDB 
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 Development of a system accounting 

for  factoring revenue from natural 

resources (including mining) into the 

macroeconomic and budgetary 

framework 

The system for factoring revenue from 

natural resources into the macroeconomic 

and budgetary framework is developed 

before end-2015  

DS: MMG Attestation 

Letter  

RI: MMG/MDB  

 

  Adoption, by Cabinet Meeting, of 

the Petroleum Code (**) 

The Bill on the Petroleum Code is adopted 

by Cabinet Meeting before end-2015 

DS: MDB letter 

transmitting a copy of the 

report of the Cabinet 

Meeting 

RI: MDB  

 

 
Submission of reports on the 

collection, reconciliation and audit 

of payments made by mining 

companies and revenue received by 

government services for fiscal years 

2011 and 2012 to the EITI 

International Secretariat (*) 

 

 

 

The reports on the collection, reconciliation 

and audit of payments made by mining 

companies and revenue received by 

government services for fiscal years 2011 

and 2012 are submitted to the EITI 

International Secretariat before end-2014 

MDB letter transmitting a 

copy of  the transmittal 

letter from the Chair of 

the EITI Steering 

Committee 

RI: MDB/MMG 

Sub-component I.2 – Better Budgetary Resources Allocation and Execution of Public Expenditure 
Strengthening the 

public investment 

programming 

system  

 

Inclusion in the 2015 Budget of public 

investment programming derived from 

the three-year Public  Investment 

Programme 

 

 

 

  

The 2015 Budget includes public 

investment programming derived from the 

three-year Public Investment programme 

before end-2014  

 

DS: MDB Attestation 

Letter 

 

RI: MDB 

Preparation of a public investment 

budgeting guide (commitment 

authorizations (AE) / payment 

appropriations (CP)) set in LORF 

mode  for use by Ministries and 

Institutions  

Establishment of an integrated 

platform for programming and 

monitoring public investment projects  

 

  

The integrated platform for programming 

and monitoring public investment projects is 

established  before end-2015 

DS: MEF Attestation 

Letter 

RI: MEF 

 

  

 

  DS: MEF Attestation 

Letter 

RI: MEF 

  

  

 

Development of a procedures manual 

and a guide for preparation of a three-

year rolling PIP 

The procedures manual and guide for  

preparation of a three-year rolling PIP are 

developed before end-2015 

DS: MEF Attestation 

Letter 

RI: MEF 

Improving the 

implementation of 

Maintaining the investment budgets 

for  priority sectors (education, health 

and agriculture)  

 Investment budgets for priority sectors are 

maintained in 2014 

DS: MDB Attestation 

Letter 

RI: MDB 
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the investment 

budget  
 

 

 

 

 

 Operationalization of the monitoring 

of budget implementation (production 

of quarterly reports)  

 

Monitoring of budget implementation is 

operational before end-2015  

DS: MDB Attestation 

Letter 

RI: MDB 

 

 

 

Adoption, by Cabinet Meeting, of 

the decree on Public Finance 

Governance of (*)  

 

 The decree on public finance governance is 

adopted by Cabinet Meeting before end-

2014  

 

DS: MEF letter 

transmitting a copy of the 

report of the Cabinet 

RI: MEF 

  COMPONENT II – IMPROVEMENT OF ELECTRICITY SECTOR GOVERNANCE  

Sub-Component II. 1 – Improvement of the Business Climate  
Improving the 

legal framework of 

the business 

climate 

Establishment of a unit within the 

Ministry of the Economy and Finance 

in charge of public private partnerships  

 

 The unit in charge of public-private 

partnerships is established within the 

Ministry of Economy and Finance before 

end-2014  

DS: MEF Attestation 

Letter 

RI: MEF 

 

 Adoption, by Cabinet Meeting, of the 

Bill on public-private partnerships  

 

The Bill on public - private partnerships is 

adopted by Cabinet Meeting before end-

2015  

 

DS: MEF letter 

transmitting a copy of the 

report of the Cabinet 

Meeting 

RI: MEF 

 

 
Adoption, by Cabinet Meeting,  of 

the Bill on the Investment Code (**)  

The Bill on the Investment Code is adopted 

before end-2015 

DS: MEF letter 

transmitting a copy of the 

report of the Cabinet 

Meeting 

RI: MEF 

 Strengthening the 

private sector 

promotion support 

system 

 

Adoption of the action plan for 

implementing the national SME 

development policy  

 The action plan for implementing the 

national SME development policy is 

adopted before end-2014 

DS: MEF Attestation 

Letter 

RI: MEF/MIPIP 

 Adoption, by Cabinet Meeting, of the 

decree on the SME Charter 

The decree on the SME Charter is adopted 

by Cabinet Meeting before end-2015 

DS: MEF Attestation 

Letter 

RI: MEF/MIPIP 

 Operationalization of the four regional 

branch offices of the Private 

Investment Promotion Agency (APIP) 

 The four regional branch offices of the 

Private Investment Promotion Agency 

(APIP) are operational before end-2014 

DS: MEF Attestation 

Letter 

RI: MEF/APIP 
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Adoption, by Cabinet Meeting, of the 

decree establishing a Permanent 

Secretariat for public-private dialogue 

on private sector reform 

 

The decree establishing a Permanent 

Secretariat for public-private dialogue on 

private sector reform is adopted by Cabinet 

Meeting before end-2015 

 

DS: MEF letter 

transmitting a copy of the 

report of the Cabinet 

Meeting  

RI: MEF 

 

Sub-Component II. 2 –Improving Electricity Sector Governance 
Supporting the 

restructuring of 

the electricity 

sector 

Adoption of the Electricity Bill by 

Cabinet Meeting  

 The Electricity Bill is adopted by Cabinet 

Meeting before end-2014 

DS: MEF letter 

transmitting a copy of the 

report of the Cabinet 

Meeting 

RI: MEF/MEH  

 Adoption, by Cabinet Meeting, of the 

decree establishing the electricity 

sector regulatory body 

The decree establishing the electricity sector 

regulatory body is adopted by Cabinet 

Meeting before end-2015 

DS: MEF letter 

transmitting a copy of the 

report of the Cabinet 

Meeting 

RI: MEF/MEH  

  Development of a physical and 

financial model for financial rates 

arbitration 

The physical and financial model for 

financial rates arbitration is developed  

before end-2015 

DS: MEF Attestation 

Letter 

RI: MEF/MEH 

  Updating the Electricity Master Plan 

 

The Electricity Master Plan is updated 

before end-2015 

DS: MEF Attestation 

Letter 

RI: MEF/MEH 
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NOTE ON RELATIONS WITH IMF 

 

 IMF Executive Board completes third review under the ECF arrangement for Guinea 

and approves US$ 28 million disbursement 

Press Release No. 14/59 of February 2014 

 

The Executive Board of the International Monetary Fund (IMF) today completed the third 

review of Guinea's economic performance under the program supported by an Extended 

Credit Facility arrangement (ECF). The Board's decision, which was taken without a 

meeting, enables the immediate disbursement of an amount equivalent to SDR 18.36 million 

(about US$28.2 million), bringing total disbursements under the arrangement to an amount 

equivalent to SDR 73.4 million (about US$112.8 million).  

 

The Executive Board approved the three-year ECF arrangement for Guinea on February 24, 

2012, for an amount equivalent to SDR 128.52 million (120 percent of the country's quota 

in the IMF, see Press Release No. 12/57).  

 

Guinea's economy went through a difficult period in 2013, reflecting the fragile socio-

political situation and a sharp slowdown in investment in the mining sector. As a result, 

growth is estimated to have slowed to 2.5 percent, sharply below the programmed 

4.5 percent expansion. Inflation continued to fall, and at end-2013 was 10.5 percent year-

on-year. International reserves were maintained at a satisfactory level, and the exchange rate 

remained broadly stable.  

 

Performance under the ECF-supported program remains satisfactory. Notwithstanding a 

sizeable shortfall in government revenues and an increase in subsidies to the energy sector, 

strong adjustment measures have kept the fiscal deficit on track. All performance criteria 

(PCs) for end-June 2013 and the indicative targets for end-September 2013 were met with 

significant margins, and those for end-2013 are also expected to be met. However, the 

structural reform agenda incurred delays, reflecting capacity constraints and the need for 

additional technical assistance, as well as a weakening of policy coordination and the 

difficult political and social environment. 

 

Guinea's macroeconomic prospects for 2014 are positive, provided political stability and an 

acceleration in the implementation of structural reforms. Real GDP growth could rebound 

to 4.5 percent, also assuming a gradual acceleration of investment in the mining sector. 

Inflation is projected to further decline to 8.5 percent, while gross official reserves should 

remain at around 3 months of imports. Fiscal targets incorporate an increase in public 

investment, a strong revenue effort, and an increase in external assistance. Structural reforms 

aim at completing the actions delayed from 2014 and focus on public financial management, 

civil service reform, the mining sector, the business climate, agriculture, and the electricity 

sector.  

 

 

http://www.imf.org/external/np/sec/pr/2012/pr1257.htm
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MAP OF THE PROJECT AREA 

 

 

 
 

This map has been drawn by the staff of the African Development Bank exclusively for the use 

of readers of the report to which it is attached. The names used and the borders shown do not 

imply on the part of the Bank Group and its members any judgment concerning the legal status 

of a territory or any approval or acceptance of its borders. 

 

 

 




