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I  Basic data 

 

A  Report data 

 

Report date Date of report:  20 February 2018 

Mission date (if field mission) From :  August 

2017 

To : August 2017 

 

B  Responsible Bank staff 
 

Positions At approval At completion 

Regional Director Marlène KANGA Josephine NGURE  

Country Manager Abdelkrim BENDJEBBOUR Mohamed CHERIF 

Sector Director Jacob MUKETE Abdoulaye  COULIBALY 

Sector Manager 
Wilfrid ABIOLA Wilfrid ABIOLA 

Noel KULEMEKA 

Task Manager Angélique UMUBYEYI Angélique UMUBYEYI 

Alternate Task Manager Léandre BASSOLE  

PCR Team Leader  Angélique UMUBYEYI 

PCR Team Members 

 Peer Reviewers: 

Emile KEMAYOU (RDGW) 

Ndoli KALUMIYA (RDGS) 

Tankien DAYO (COMG) 

 

C  Project data 

 

Project name : ECONOMIC MANAGEMENT REFORM SUPPORT  PROGRAMME (PARGE) 

Project code : P-MG-KA0-009 Instrument number(s):  

ADF Loan No. 2100150035044 

ADF Loan No. 2100140000201 / ADF Partial Credit Guarantee 

Project type : Budget Support Sector : Multi-sector 

Country : Madagascar Environmental categorisation (1-3): 3 

Processing milestones – Bank approved 

financing only (add/delete rows depending 

on the number of financing sources) 

Key Events (Bank approved financing only) Disbursement and closing dates 

(Bank approved financing only) 

Financing source/ instrument11 : ADF 

LOAN No. 2100150035044 

Financing source/ instrument1:<ENTER 

HERE> 

Financing source/ instrument1: 

<ENTER HERE> 

Date approved: 31 March 2016 Cancelled amounts:  Original disbursement deadline: 

Date signed: 26 April 2016 Supplementary financing: Original closing date: 

Original closing date: 27 July 2016 Restructuring (specify date & amount involved): Revised (if applicable) disbursement 

deadline: 

Date effective for 1st disbursement: 27 

July 2016 

Extensions (specify dates): Revised (if applicable) closing date: 

PROJECT COMPLETION REPORT (PCR) FOR 
PUBLIC SECTOR OPERATIONS 

 

AFRICAN  
DEVELOPMENT  

BANK GROUP 
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Date of actual 1st disbursement:   

Financing source/ instrument2: Loan 

No. 2100140000201 : 

ADF Partial Credit Guarantee 

EUR 37,300,000  

Financing source/ instrument2: Financing source/ instrument2: 

Date approved: 31 March 2016 Cancelled amounts: NA Original disbursement deadline: 

Date signed: 25 January 2017  Supplementary financing: NA Original closing date: 

Date of entry into force: 27 July 2016 Restructuring (specify date & amount involved): NA Revised (if applicable) disbursement 

deadline: 

Date effective for 1st disbursement: NA Extensions (specify dates):NA Revised (if applicable) closing date: 

Date of actual 1st disbursement: NA. The 

EUR 51,300,000 loan guaranteed by 

the Bank was disbursed by the 

Deutsche Bank on 30 June 2017 

  

Financing source( UA) Disbursed amount(UA)  Percentage 

disbursed (%) 

Disbursed 

amount 

Percentage 

undisbursed 

Financing source/ instrument1: UA 12, 500, 000  100% NA NA 

Financing source/ instrument2: PCG ADF EUR 37,300,000 

= UA 29,639,637 

NA NA NA 

Government :     

Other (eg. co-financiers). Add rows as 

needed: Deutsche Bank loan partially 

guaranteed by ADF (to the tune of 

EUR 37,300,000) 

Deutsche Bank 

disbursement of EUR 51, 

300,000 = UA 

42,075,736.33 

100%   

TOTAL UA 54,575, 736.33  100%  0 

Co-financiers and other external partners: Deutsche Bank, which disbursed a loan guaranteed by the Bank  

Executing and implementing agency (ies):  Ministry of Finance and Budget(MFB) 

 

D  Management review and comments 

 

Report reviewed by Name Date 
reviewed 

Comments 

Country Manager Mohamed CHERIF   

Sector Manager Wilfrid ABIOLA, 

Acting Manager 

  

Regional Director(as chair of Country Team) Josephine NGURE   

Sector Director Abdoulaye 

COULIBALY, OIC 
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 II  Project performance assessment 

  

A  Relevance 

 
1. Relevance of project development objective 

 

Rating* Narrative assessment (max 250 words) 

4 PARGE's development objective is to contribute, in consultation with other 

development partners, to creating the conditions for inclusive, strong and sustainable 

growth through the strengthening of economic management. While striving to create 

the necessary conditions for achieving the above-mentioned development objective, 

PARGE’s specific objectives are to: (i) improve fiscal revenue mobilisation; (ii) 

streamline public expenditure; (iii) improve public expenditure efficiency; and (iv) 

promote investments. 

The development objective was aligned with the priority actions of the 2015 - 2019 

National Development Plan (NDP), the 2015 – 2019 attendant Implementation Plan 

(IP), and the 2015 – 2016 Presidential Emergency Plan (PEP). These instruments 

reflect the thrust of the country's new inclusive and sustainable development policy. 

The NDP’s five strategic priorities are: (i) governance, rule of law, security, 

decentralisation, democracy and national solidarity; (ii) preservation of 

macroeconomic stability and development support; (iii) inclusive growth and territorial 

anchorage of development; (iv) appropriate human capital to contribute to the 

development process; and (v) valuation of natural capital and building of resilience to 

disaster risks. 

* For all ratings in the PCR use the following scale:  4 (Highly satisfactory), 3 (Satisfactory), 2 (Unsatisfactory), 1 (Highly unsatisfactory) 

2. Relevance of project design 

Rating* Narrative assessment (max 250 words) 

3 PARGE was designed on a consultative and transparent basis. Discussions were conducted in 

consultation with the other TFPs, and focused on expanding fiscal space (improving public 

resource mobilisation and controlling public spending) needed to finance NDP programmes; 

promoting economic recovery by improving social spending and public investment 

efficiency as well as promoting private investment. 

In addition, owing to the financing slippage, partners took the commitment to support 

Madagascar at the same time. Indeed, in November 2015 the IMF approved a second 

Rapid Credit Facility followed by a Staff Monitoring Programme (SMP), and the World 

Bank provided budget support. Given the very difficult economic and social context in 

Madagascar, the authorities and the IMF agreed on a non-concessional debt margin 

capped at USD 200 million to be mobilised to support the country's economic recovery. 

It was in this context that the Government asked the Bank for a Partial Credit Guarantee 

(PCG) to mobilise USD 55 million, or EUR 51.3 million corresponding to a part of the 

country's financing needs. The Bank thus granted Madagascar a PCG, to enable the 

country to raise the additional resources needed. Indeed, the USD 40 million PCG, or 

EUR 37.3 million put in place in 2016 made it possible for Madagascar to borrow EUR 

51.3 million from Deutsche Bank. With the PCG, Madagascar was able to benefit from 

favourable financing conditions: an extension of loan maturity and a considerable 

reduction in actual borrowing cost, given the exposure to country risks. 

The loan was disbursed in a single tranche. The conditions prior to its presentation to the 

Board took into account the overarching reforms that the country had to implement to 
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accelerate economic recovery. Thus, their achievement was testimony to the country's 

willingness to continue on this path. Specifically the country had to (i) Adopt the 2015 

– 2019 Five-Year Tax Strategy (ii) Operationalise the anti-fraud scheme (iii) Adopt the 

2016 - 2018 medium-term debt management strategy (iv) Adopt the Decree setting up 

the Technical Debt Committee (v) Implement the Arrears Clearance Plan and (vi) Adopt 

the PPP Law. 

PARGE was implemented under the coordination of the Budget Support Monitoring 

Committee, and the supervision of the General Secretariat of the Ministry of Finance and 

Budget, which is the body responsible for the implementation monitoring of all budget 

support programmes by development partners. 

 

 

3. Lessons learned related to relevance  

Key issues  
(max 5, add rows as needed) 

Lessons learned Target audience 

Why is it preferable to start a 

programme-based reforms 

operation?  

For a transition country, 2 or 3 year budget 

support operations give the country more time 

to implement and measure their effectiveness 

over a medium-term period.  

1. The project 

review team 

2. The government 

concerned 

 

What are the support measures 

needed to achieve the expected 

budget support outcomes?  

To build capacity and support structures 

responsible for implementing the budget 

support reforms operation, it is recommended 

that institutional support projects be put in 

place and that complementarity and synergy 

be ensured between the two supports.  

1. The project 

review team 

2. The government 

concerned  

 

 

What lessons can be learned from 

the budget support operation 

coupled with a PCG? 

 

The estimate of the commercial loan 

disbursement date should take into account the 

commercial bank’s identification period and 

the loan’s negotiation and ratification period, 

if any.   The commercial loan partially 

guaranteed by the Bank was budgeted in the 

2016 Amending Finance Law (LFR). 

However the disbursement took place in 2017. 

This delay was due to the length of time 

needed to select the commercial bank, 

negotiate the loan with the Deutsche Bank, 

and have it ratified by parliament.  

1. The project 

review team 

2. The government 

concerned  

 

Given that Budget support is fungible in 

the national budget, what is the 

mechanism for ensuring that the 

commercial loan guaranteed by the 

Bank contributes to the achievement of 

the reform programme’s objectives? 

The PCG enabled Madagascar to mobilise 

additional financing from Deutsche Bank to offset 

the budget deficit. However, a targeting of reforms 

relating to the repayment of government arrears 

was also important. The resources obtained from 

Deutsche Bank were thus used to streamline public 

finance through the repayment of state creditors, 

including oil companies, mining companies, and 

the reimbursement of BTAs in order to reduce 

State backlogs to the private sector. 

 

Moreover, given the commercial nature of the 

loan, the resources mobilised with the GPC could 

be used to help Government to increase its PIP 

budget to finance backbone public investment 

projects. 

 

1. The project 

review team 

2. The government 

concerned  
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B  Effectiveness 

 
1. Progress towards the project’s development objective (project purpose) 

 

Comments 

Provide a brief description of the Project (components) and the context in which it was designed and implemented. State the project 

development objective (usually the project purpose as set out in the RLF) and assess progress. Unanticipated outcomes should also be 

accounted for, as well as specific reference of gender equality in the project. The consistency of the assumptions that link the different 

levels of the results chain in the RLF should also be considered.  Indicative max length: 400 words 

PARGE's development objective was to help create the conditions for inclusive, strong and sustainable growth through the 

strengthening of economic management. PARGE was built on two complementary components:  (i) Expand fiscal space to 

better sustain economic growth; and (ii) Promote economic recovery through investments that create jobs and reduce socio-

economic inequalities.  

The objective of the first component was to support reforms to improve tax revenue collection and streamline public 

spending. The objective of the second component was to improve public expenditure quality and promote investments. 

The two components were complementary in that the search for an expansion of the fiscal space would lead to 

better budget management through efficient domestic revenue collection and a better prioritisation of structuring 

investment spending.  

The programme was run in an economic growth upturn context. An illustration of this is the increase in the 2015 

growth rate from 3.1% to 4.1% in 2016 and to 4.2% in 2017. The UNDP Human Development Index (HDI) also 

increased during the period, from 0.493 point in 2013 to 0.512 in 2016. However, this recovery has remained fragile and 

depends on the maintenance of political and macroeconomic stability. The authorities are committed to continuing 

the implementation of the reforms to consolidate the results achieved and enhance inclusive growth. 

The PARGE implemented in 2016 mainly enabled the authorities to: (i) operationalise the 2015-2019 tax strategy; (ii) 

broaden the tax base through the increase in the number of taxpayers in all tax categories, including large and medium-sized 

enterprises; (iii) implement the anti-customs fraud mechanism; (iv) operationalise the 2016-2018 Debt Management Strategy 

and the Decree Establishing the Debt Technical Committee; (v) Progressively reduce non-productive expenditures by 

encouraging the maintenance of an annual threshold for oil subsidies; (vi) Improve the selection of projects for inclusion in 

the Public Investment Programme (PIP); (vii) Increase domestic financing of priority social sectors; (viii) Increase domestic 

financing of the PIP; (ix) clear 100% of the stock of arrears for oil and mining companies at end-October 2015; (x) 

Operationalise the escrow account at the Central Bank dedicated to refunding VAT credits; and (xi) Have  the PIP Act 

adopted by Parliament.  

These PARGE-supported reforms benefited the entire Malagasy population. Broadening of the fiscal space helped to free up 

resources to carry out investments in priority basic social services, particularly the four social ministries: Education, Health, 

Water, Population. The implementation of these reforms is part of the ongoing effort to create conditions for sustainable 

growth, favourable to the country’s gradual emergence from its fragile situation. For example, internally financed social 

spending increased from MGA 43.1 billion in 2014 to MGA 106.8 billion in 2016. 
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2. Outcome reporting 

 

Outcome 
indicators (as 

per RLF;  add more 
rows as needed) 

Baseline 
value 
(Year) 

 

Most 
recent 
value  

(A) 

End target 
(B) 

(expected value 
at project 

completion) 

Progress 
towards 
target 

(% realised) 
(A/B) 

Narrative assessment 
(indicative max length: 50 words per 
outcome) 

Core 
Sector 

Indicator(Y

es/No) 

Outcome 1: 

The fiscal space 

needed to 

support 

economic 

recovery is 

strengthened 

Tax 

revenue 

(% of 

GDP) 

9.9% of 

GDP 

(2014) 

10.8% of 

GDP 

(2016)) 

10.8% of 

GDP 

(2016)) 

100% Implemented: 

Achievements in 2017 even 

reached 11.4% of GDP 
 

 

Non-

productiv

e 

expenditu

re 

differentia

l 1 (% 

GDP) 

between 

2013 and 

2014 

0.9% of 

GDP  

Differentia

l between 

2015 and 

2017: 

0.7% of 

GDP  

 

Differential 

between 

2015 and 

2016: 

0.6% of 

GDP  

100% Implemented.  

There has been a gradual 

reduction in non-productive 

expenditures. In 2015 non-

productive expenditure was 

3.4% of GDP. In 2016 it fell 

to 3.2% of GDP. Estimates 

for 2017 and 2018 are 2.7% 

of GDP and 2.2% of GDP 

respectively.  

 

Outcome 2: 

Inclusive 

economic 

recovery is 

promoted 

Public / 

private 

investmen

t rate (% 

GDP) 

3.9% / 

11.6% of 

GDP 

(2014) 
 

 

5.2%/15.2

% of GDP 

(Dec. 

2016) 

5% / 13% 

of 

GDP(2016) 

2017 

estimates 

are: 8.3% 

/19.2% of 

GDP  

100% 

 

Achieved 

The authorities are aware of 

the need to mobilise more 

investment for infrastructure 

needs, and they presented their 

investment plan at the donor 

and investor conference held in 

Paris in late 2016. The 

conference made it possible to 

raise more than USD 6 billion 

in investment promises over a 

period of 5 years. 

 

 

 

                                                           
1  This relates to transfers to State-owned companies and the reform of fuel subsidies  
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3. Output Reporting 

 

Output 

indicators 

(as specified 

in the RLF; 

add more 

rows as 

needed) 

Reference 

value 

(2014) 

Most recent 

value 

(A) 

End 

target(B) 
(expected 

value at 

project 

completion 

Progres

s 

towards 

target 
(% 

realised) 

(A/B) 

 

Narrative assessment 
(max length: 50 words per 

output) 

(indicative 

Core 
Sector 

Indicator 
(Yes/No) 

 

 

COMPONENT I - EXPANSION OF FISCAL SPACE 

Improvement of Tax Revenue Collection 

Preparation, adoption and operationalisation of a five-year tax strategy, 2015-2019 

Minimum 

level of tax 

revenue 

collected 

from the 

beginning of 

the year 

MGA 

2,547 

billion 

(end-

December 

2014) 

MGA 3,635 

billion by 

end  

December 

2016 

MGA 

3,500 

billion by 

end-2016 

+100% Implemented   

Broadening of the tax base 

Number of 

taxpayers for 

all categories 

of taxes 

184,822 

taxpayers 

end-2014 

254, 584 

taxpayers by 

end-

December 

2016 

 

245,000 

taxpayers 

by end-

2016 

+100% Implemented.    

Number of 

large- and 

medium-

sized 

enterprises 

liable to 

corporate 

income tax   

575 

enterprises 

liable to 

tax by end 

2014 

618 

enterprises 

subject to 

income tax 

617 

enterprises 

subject to 

income tax 

by end 

2016 

100% Implemented.      

Establishment and operationalisation of a mechanism to combat customs fraud 

Ex poste 

Control 

Procedures 

Manual  

No 

Manual in 

2014  

Ex poste 

Control 

Procedures 

Manual  

adopted in 

2015 

Ex poste 

Control 

Procedures 

Manual  

adopted in 

2015 

100% Implemented.    

Corporate 

control 

charter  

No charter 

in 2014 

Corporate 

control 

charter 

adopted in 

January 

2016 

Corporate 

control 

charter 

adopted in 

2015 

100% Implemented.    

Number of 

spot tax 

audits 

67 spot tax 

audits in 

2014 

101 At least 70 

tax audits 

in 2016 

+100%  Implemented: number of 

audits exceeded the 

programme’s minimum 

target.  
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Rationalisation of public expenditure 

Consolidation of the payroll of civil servants in public administration 

Salary 

expenditure 

on fictitious 

job positions 

identified in 

the payroll of 

senior civil 

servants 

MGA 3.5 

billion in 

2015 

0 MGA :  

Given the 

new payroll 

control 

procedures 

and 

application 

of the 

repeals in 

the releases 

issued by the 

Council of 

Ministers, 

the 

cancellation 

of Senior 

Civil 

Servants’ 

salaries has 

become 

systematic.  

Zero MGA 

salary 

expenditur

e on 

fictitious 

job 

positions 

identified 

in the 

payroll of 

senior civil 

servants in 

2016 

100% Implemented. The 

continuation of payroll 

consolidation, started in 2015, 

made it possible to cancel the 

salaries of 614 HEEs and 3216 

irregular workers in 2016. The 

estimated gain for the 

Administration, thanks to this 

consolidation, is MGA 12.3 

billion. To achieve these 

results, the Salaries 

Department continued the 

payroll control of HEEs and 

dates of birth. For 2017, a new 

computerisation system 

(AUGURE) will be put in 

place to optimise control and 

ensure sustainability of 

achievements.  

 

Preparation, adoption and operationalisation of a medium-term 2016 - 2018 debt management strategy  

2016 – 2018 

medium-term 

debt 

management 

strategy 

No 

strategy in 

2014 

2016 – 2018 

medium-

term debt 

management 

strategy 

prepared and 

adopted in  

2015 

 

2016 – 

2018 

medium-

term debt 

manageme

nt strategy 

prepared 

and 

adopted in  

2015 

 

100% Implemented.  The 2017-2019 

Debt Management Strategy 

and the Strategy 

Implementation Report for the 

first five months of 2016 were 

appended to the 2017 finance 

law (LF) and published on the 

Treasury website in December 

2016. 

  

 

Adoption of decree setting up debt technical committee 

Decree 

setting up 

debt technical 

committee  

No 

committee 

in 2014 

Debt 

technical 

committee 

set up by 

CM decree 

in 2015 

Debt 

technical 

committee 

established 

by CM 

decree in 

2015 

100% Implemented. First two 

meetings of the Technical 

Debt Committee (CTD) held 

on 16/11/2016 and 

12/01/2017. Order appointing 

CPC members: finalised in 

March 2017. 

 

 

 

Gradual reduction of oil subsidies and transfers to State-owned companies   

Ceiling for 

subsidies and 

effective 

direct transfer 

payments 

MGA 381 

billion in 

December 

2015 

281.05 

billion paid 

to JIRAMA 

MGA 325 

billion by 

end-2016 

+100% Implemented.  It should be 

noted that under the 2016 

Amending Finance Law 

(LFR), an amount of 300 

billion was provided for 

JIRAMA.  

In 2017 subsidies for 

JIRAMA increased due to the 

impact of the 2017 enawo 

hurricane. The Bank has, 

however, continued to support 
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energy sector reforms through 

reform programmes and 

investment projects to 

enhance JIRAMA 

performance, so as to reduce 

subsidies. By end-2018, MGA 

200 billion will be put in 

place.  

Differential 

between the 

calculated 

benchmark 

price (CBP) 

and the 

current pump 

price (CPP) 

MGA -269 

in June 

2015 

Zero Zero in 

December 

2015 

100% Implemented. However, 

supplementary reforms and 

close monitoring are 

recommended to maintain the 

differential at zero. 

 

 

COMPONENT II – PROMOTION OF ECONOMIC RECOVERY 

Public Expenditure Quality Improvement  

Preparation and adoption of a selection criteria manual for projects included in the PIP 

Manual on 

the selection 

criteria for 

public 

investment 

projects 

No manual 

in 2014 

Manual 

prepared 

and adopted 

by the CM 

in 2016 

Manual 

prepared 

and 

adopted by 

the CM in 

2016 

100% Implemented.   

The PIP project selection 

criteria manual remains an 

internal tool at the level of the 

Directorate General of the 

Budget. 

World Bank support is 

underway to strengthen 

public investments. This will 

make it possible to establish 

an improved mechanism for 

prioritising public investment 

projects in June 2017. 

 

 

Increased spending financed with domestic resources in the priority social sectors (education, health and 

nutrition) 

Minimum 

limit on 

social 

spending 

financed with 

domestic 

resources 

(commitment 

basis) 

MGA 43.1 

billion of 

domestic 

financing 

committed 

as of end-

December 

2014 

AR 106.8 

billion   

(4 social 

ministries) 

Minimum 

commitme

nt of MGA 

73 billion 

by end-

December 

2016 

+100% Implemented.  Effective 

commitments of the PIP on 

internal financing in the 4 

social ministries:  

Education (52.8 billion), 

Health (32.5 billion), Water 

(17.6 billion), Population (3.9 

billion).  

 

Increased internal resources to public investment programmes (PIP) in FL 2016  

Minimum 

limit on 

public 

investments 

(PIP) 

financed with 

domestic 

resources 

(commitment 

basis) 

MGA 92 

billion of 

PIP 

commitme

nts funded 

with 

internal 

resources 

as of end-

Finance 

Law (FL) 

estimates for 

2016 : MGA 

492.0 billion  

Minimum 

level of 

PIP 

commitme

nts 

financed 

with 

internal 

resources 

+100% Implemented.   

Total commitments for 2017 

amount to 2.961 Billions 
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September 

2015 

amounting 

to MGA 

420 billion 

by end-

December 

2016 

Investment Promotion 

Operationalisation of the Arrears Clearance Plan 

Agreement to 

be renewed 

on clearance 

of VAT 

refund arrears 

(oil and 

mining) 

Agreement 

existing in 

2014 

Memorandu

m of 

understandi

ng signed in 

January 

2016 

(Mining) 

and 

regulatory 

texts taken 

at the end of 

2016 

(Petroleum)  

Agreement 

renewed 

and signed 

in late 

2015 on at 

least 95% 

of the 

arrears by 

end-

October 

2015 

100% Implemented.   

 

 

Implementati

on rate of 

annual 

clearance 

commitments 

75.9% 

performan

ce of 2014 

commitme

nts as of 

end-

December 

2014 

100% of 

stock  of 

arrears 

cleared at 

end-October 

(petroleum 

and mining) 

in 2015 

95% 

performanc

e of 2016 

clearance 

commitme

nts for 

2016 

100% Implemented.   

 

 

Opening of an escrow account at the Central Bank for VAT credit refunds 

An escrow 

account for 

VAT credit 

refunds 

No escrow 

account in 

2015 

An escrow 

account is 

opened at 

the Central 

Bank in 

2016 for 

VAT credit 

refunds 

An escrow 

account is 

opened at 

the Central 

Bank in 

2016 for 

VAT credit 

refunds 

100% Implemented.   

The escrow account is 

currently operational. 

However, the reimbursement 

of all creditors has not yet 

been finalised.  

 

Adoption of the bill on PPPs by the Council of Ministers and transmittal thereof to Parliament 

PPP bill No law in 

2014 

Bill adopted 

by CM in 

2016 

Bill 

adopted by 

CM and 

transmitted 

to 

Parliament 

in 2015 

100% Implemented.   

 

 

Development of a PPP policy and procedures manual 

PPP policy 

and manual 

No policy 

and 

manual 

(2014) 

Under way   PPP 

manual and 

policy 

prepared 

and 

adopted by 

CM in 

2016 

90% Preparation of the PPP 

procedure manual is being 

finalised. The draft manual 

and the draft policy are 

available. These activities are 

supported by the Bank-

financed Investment 

Promotion Support Project, 
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which is aimed at the PPP 

unit’s capacity-building to 

ensure effective management 

of PPP projects. 

 

 

4. Development Objective Rating (DO)2 

 

DO rating (derived 

from updated IPR)* 

Narrative assessment (indicative max length: 250 words 

3 The set goal is being achieved. With the continued support of development 

partners, the Malagasy Government is pursuing its efforts to improve public 

finance management, particularly through the mobilisation of more public 

resources to create fiscal space that will strengthen priority social sector 

investments, and thereby usher in inclusive economic growth. 

 

 

5. Beneficiaries (add rows as needed) 

 

Actual(A) Planned(B) Progress towards target 
(% realised) (A/B) 

% of women Category (e.g. farmers, 

students) 

Structures in 

charge of 

public finance 

management 

Structures in 

charge of 

public finance 

management 

100% N/A  The entire public 

sector 

Private sector Private sector 100% N/A  Creditors, including 

oil and mining 

companies that 

benefited from VAT 

arrears refund 

 

Malagasy 

population 

Malagasy 

population 

100% N/A The entire Malagasy 

population, including 

women and 

vulnerable segments 

of the population 

 

 

6. Unanticipated or additional outcomes (add rows as needed) 

 

Description Type (e.g. gender, 

climate change, social, 
other) 

Positive 
or 

negative 

Impact on 
project (High, 

Medium, Low) 

N/A    

 

7. Lessons learned related to effectiveness (add rows as needed) 

 

Key issues (max 5, add rows as needed) Lessons learned Target audience 

1.  What are the support 

measures needed to 

achieve the expected 

To build capacity and support the structures 

responsible for implementing the budget support 

reform operation, it is recommended that 

institutional support projects be set up and 

1. Project 

review team 

2. Government 

concerned 

 

                                                           
2  As concerns operations using the former supervision report and the SAP rating system the PCR DO rating shall be calculated via the IPR 

methodology. 
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budget support outcomes? 
 

complementarity and synergy ensured between 

the two structures. Since budget support is a 

transfer of fungible resources into the state 

budget, institutional support structures support it 

by financing technical assistance and capacity-

building activities (human resources, technology, 

materials and equipment, etc.). If the two support 

packages are implemented together, they 

 form a package that contributes to strengthening 

the country’s resilience.   

2.  Should a reform programme 

be limited to the simple 

adoption of instruments or 

should it go further and 

ensure effective reform 

implementation?  

Reform support is most effective if it takes into 

account the effective implementation of reforms 

to ensure the outcomes/impacts needed to create 

the conditions for a gradual exit from a fragile 

situation. 
Emphasis has been laid on the effective 

operationalisation of PARGE's reforms through the 

quantitative measures to be implemented.  

1. Project 

review team 

2. Government 

concerned 

 

 

C  Efficiency 

 
1. Timeliness 

 

Planned project duration – years 
(A) (as per PAR) 

Actual implementation time – 
years (B) (from effectiveness for 

1st disb.) 

Ratio of planned and actual 
implementation time (A/B) 

Rating* 

2015-2016 2015-2016 100% 3 

Narrative assessment(indicative max length: 250 words) 

PARGE was approved by the Board of Directors in March 2016 and signed one month later, in 

April 2016. It entered into force 3 months after its signature and the single-tranche disbursement 

was effective 8 days following its entry into force. The deadlines for reforms implementation prior to 

presentation to the Board were met and the programme reforms were implemented at over 90% during 

the life of the project. However, the disbursement of the Deutsche Bank loan was delayed due to 

the time needed to select the bank, conduct negotiations and to have Parliament ratify the loan. 
Consequently, the loan could not be taken into account in the 2016 Appropriation Act (Finance Law). It 

was carried forward to fiscal 2017.  

 

 
2. Resource use efficiency 

 

Median % physical 
implementation of RLF outputs 
financed by all financiers (A) (see 

II.B.3) 

Commitment rate (%) (B)  
(See table 1.C – Total commitment rate of 

all financiers) 

Ratio of the median percentage 
physical implementation and 

commitment rate (A/B) 

Rating* 

N/A    

Narrative assessment(indicative max length: 250 words) 
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3. Cost-benefit analysis 

 

Economic Rate of Return  
(at appraisal) 

Updated Economic Rate of Return  
(at completion) 

Rating* 

N/A   

Narrative assessment(indicative max length: 250 words) 

Although cost-benefit analysis is not applicable for this type of operation, it should be noted that 

the PCG provided benefits to Madagascar in terms of loan rate and maturity. Negotiations with 

Deutsche Bank resulted in a 4.95% rate, a 7-year maturity and a 2-year grace period. Normally for 

a country like Madagascar, which is not used to this type of commercial loan, it would have been 

difficult for it to benefit easily from such a low rate without the Bank's PCG. 

Given the lack of interest of commercial banks in lending to transition countries, it is 

recommended that a country, like Madagascar, use the Bank's PCG to benefit from market rates, 

in order to mobilise more resources to support its development.  

  

 

4.  Implementation Progress (IP)3 

 

IP Rating 
(derived from 

updated IPR) * 

Narrative comments (commenting specifically on those IP items that were rated Unsatisfactory 
or Highly Unsatisfactory, as per last IPR). (indicative max length: 500 words) 

3 The IP rating is 3/5 and the reforms implementation level is satisfactory. All the 

reforms were carried out. The PPP procedures manual and the PPP policy are also 

available, pending their validation and adoption. Overall, the government has made 

progress in the implementation of structuring reforms and has committed to taking 

the necessary steps to consolidate gains for inclusive economic growth, in line with 

the priorities set out in its 2015-2019 medium-term development plan.  

 
5. Lessons learned related to efficiency 

 

Key issues (max 5, add rows as needed) Lessons learned Target audience 

What lessons can be learned 

from a budget support 

operation coupled with a PCG? 

 

The PCG enabled Madagascar to mobilise more 

financing from Deutsche Bank on more 

attractive terms, to offset its budget deficit. 

However, the aim of using the PCG was that of 

contributing to the financing of a budget deficit 

linked to a well-defined period and budgeted in 

the 2016 Amending Finance Law (LFR). 

However, it turned out that the effectiveness of 

this type of instrument depends on the time taken for 

negotiations between the three parties (The Bank, the 

borrower (the country), and the lender (the commercial 

bank). In the case of Madagascar, the negotiations resulted 

in an agreement with Deutsche Bank in December 2016, 

and disbursement was only effective in July 2017. 

Consequently, the PCG did not fully provide the solution 

sought in time. The country had to find temporary 

solutions to pay the commitments made in the 2016 

Amending Finance Law (LFR), including the issue of 

treasury bonds, which the Government repaid after 

disbursement by the Deutsche Bank.  

1. Project 

review team 

2. Government 

concerned 

 

                                                           
3  In the case of operations using the former supervision report and SAP rating system, the IP rating should be converted on a scale of  0 to 3 used 

in SAP to that of 1 to 4 used in the IPR 
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How can reforms 

implementation according to 

schedule be ensured?  

Build the capacity of the monitoring and 

evaluation structure to ensure that it is well 

equipped and has an adequate understanding of 

the program’s objectives. If the programme is 

backed by a PCG, provision for enough time should 

be made for negotiations and ratification, if 

necessary. 

The State 

   

 

D  Sustainability 
 

1. Financial sustainability 

 

Rating* Narrative assessment (indicative max length: 250 words) 

3 The reforms supported and implemented by PARGE remain sustainable as regards the 

goal of creating the conditions for inclusive and sustainable growth, and in terms of the 

specific objectives pursued, namely: (i) supporting reforms to improve fiscal receipt 

mobilisation and streamlining public expenditure; and (ii) improving public expenditure 

quality and promoting investments.   

Dialogue on reforms with the authorities underscored that even if budget support is 

fungible in the national budget, the State should ensure that there is an increase in 

financing for priority sectors (Education, Health, Population and Water), that there are 

VAT arrears refunds for the private sector (through the creation of the escrow account for 

VAT refunds and clearance of a backlog of VAT refund arrears for oil and mining 

companies), and that reforms be made to promote PPP. 

Furthermore, with the Bank's USD 40 million PCG, Madagascar was able to borrow USD 

55 million and benefit from favourable financing conditions, including extended loan 

maturities and reduction of actual borrowing cost.  

 

 
2. Institutional sustainability and strengthening of capacities 

 

Rating* Narrative assessment (indicative max length: 250 words) 

3 PARGE contributed to strengthening the institutional framework of the structures that had to 

design the new strategies and action plans to be implemented to achieve their objectives, in 

particular the Directorate of Taxation, the Directorate of Customs, the Public Debt Department, 

and the PPP unit.  

In light of the procedures required to negotiate the Deutsche Bank loan and the contribution of 

private lawyers in the negotiating of the GPC, the MFB (especially the Public Debt Department) 

was able to acquire experience in complex debt contract negotiations with a private international 

bank as well as get acquainted with innovative financing instruments such as Partial Credit 

Guarantee.  

Even though the programme implementation period was not long enough to ensure the 

institutional sustainability of the beneficiary structures, the Bank has continued to strengthen 

these structures through the institutional governance support project (MFB) and the investment 

promotion support project (PPP unit). In addition, the consolidation of gains from the Bank's 

reforms support will contribute to institutional sustainability in terms of improved public 

expenditure management and the inclusion of the entire Malagasy population in the country's 

development. 
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3. Ownership  and sustainability of partnerships 

 

Rating* Narrative assessment (indicative max length: 250 words) 

3 

PARGE was designed to consolidate the PURE budget support achievements, which was 

an emergency operation following the 2009-2013 political crisis. Its preparation was 

participatory; the design team consulted widely with development partners, Malagasy 

authorities, civil society and other stakeholders to conduct an inclusive and in-depth 

dialogue on Madagascar's development priorities. 

In order to promote programme ownership and harmonisation with other donors, the 

Bank's interventions were defined in consultation with other development partners under 

the "Budget Support/Public Finance Partnership" group and the reforms supported by 

PARGE were linked to the National Development Plan (NDP). 

The Malagasy Government satisfactorily implemented PARGE and the related outcomes 

include the improvement of fiscal space, the improvement of public expenditure quality 

and the promotion of public and private investments.  

Regarding the ability to dialogue, the Malagasy authorities demonstrated an adequate 

capacity to conduct dialogue on the programme’s economic reforms and agreement 

clauses during the negotiations of the GPC with the International Bank. Discussions took 

place in a transparent and consultative manner. The authorities provided the necessary 

information for programme design which is aligned with the country’s priorities and is 

complementary to the interventions of the other TFPs (mainly the World Bank, the IMF 

and the European Union). 

 
4. Environmental and social sustainability 

 

Rating* Narrative assessment (indicative max length: 250 words) 

3 PARGE, as budget support, is classified in Category III and has no impact on the 

physical environment. 

Nevertheless, the programme has a positive impact on the social environment through 

the improvement of budget execution, which is an effective instrument to achieve NDP 

objectives in terms of poverty reduction and improvement of the living conditions of the 

population. 
 

 
5. Lessons learned related to sustainability 

 

Key issues (max 5, add rows as 

needed) 
Lessons learned Target audience 

How can the sustainability 

of reforms be ensured in 

post-crisis countries? 

Reforms sustainability depends on government ownership of 

the reforms. The government must be proactive in developing 

priority reforms. Political will, the relevant implementing 

institutions, and stakeholders’ commitment also play a crucial 

role in the implementation of macroeconomic reforms. In 

addition, in a fragile situation, a multi-year reform programme 

lasting two to three years will have more impact and ensure 

sustainability. The development partners’ agenda must also be 

convergent with that of the country to harmonise the 

development objective. Furthermore, a focused and 

continuous dialogue on priority reforms with national 

authorities is needed to ensure the sustainability of gains from 

such reforms.  

Bank and 

Government  

 



16 

 

 III  Performance of stakeholders 

 

A  Relevance 

 

1. Bank performance 

 

Rating* Narrative assessment by the Borrower on the Bank’s performance, as well as any other aspects of the 
project  
(both quantitative and qualitative). See guidance note on issues to cover.(indicative max length: 250 words) 

3 PARGE’s ADF loan portion was a single-tranche disbursement that took place on time. There 

was no delay in processing the Malagasy Government's request. With regard to the ADF PCG, 

negotiations with Deutsche Bank took time, and the disbursement of the USD 55 million loan 

was effective in March 2017. This delay was mainly due to the fact that, as the ADF PCG was 

aimed at financing a budget support, this was a new instrument and international commercial 

banks were not used to this Bank instrument. It was necessary to carry out the prior verification 

of country risk. This took more than 6 months before the loan negotiations per se started. Bank’s 

performance, from project design to completion is deemed satisfactory. Reforms implementation 

monitoring was regular, on the sidelines of governance projects supervision missions, and 

continuous dialogue with the authorities was fruitful. The reforms supported contributed to 

revamping the Malagasy economy and helped in consolidating the State following the political 

crisis. 
 

Comments to be inserted by the Bank on its own performance (both quantitative and qualitative). See guidance 
note on issues to cover. (indicative max length: 250 words) 

The Bank regularly and closely monitored the PCG programme and negotiations. The reforms supported 

were continuously discussed with the Malagasy authorities and development partners present in 

Madagascar. Following the project supervision and completion mission, lessons learned from the 

implementation of this operation were discussed with stakeholders with the aim of improving future 

interventions.  

Key issues (related to Bank performance, max 5, add 
rows as needed) 

Lessons learned 

How can the effective implementation of reforms in the 

context of a single-tranche disbursement for a one-year 

operation be ensured?  

(1) Continuous dialogue with the authorities and 

development partners, and (2) ensuring that the supported 

reforms are part of Government's priorities and are 

complementary to the reforms supported by the other 

donors are the key factors that the Bank should take into 

account to achieve the budget support programme’s set 

objectives  

 
2. Borrower performance 

 

Rating* Narrative assessment on the Borrower performance to be inserted by the Bank (both quantitative and 
qualitative, depending on available information). See guidance note.(indicative max length: 250 
words) 

3 Overall Government performance is satisfactory. It met the prior conditions for project presentation to the 

Board on time, and the disbursement terms without delay. The Government was available for the PCG 

negotiations and made available to Deutsche Bank on time the information requested. However, as regards 

the implementation of some reforms, there were slippages between forecasts and achievements. The 

Government is committed to continuing its efforts and initiating the necessary reforms to consolidate 

PARGE achievements. 

Key issues (related to Borrower performance, max 5, add rows as 

needed) 
Lessons learned 

What support measures should be envisaged to enhance 

reforms programme monitoring?  

The establishment of a structure in charge of monitoring 

reforms, provided with a competent staff, will facilitate the 

implementation monitoring of the reform programme. 

This structure should regularly communicate to the TFPs 

the reforms performance and discuss with them the 

problems /constraints encountered, if any.  
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3. Performance of other stakeholders 

 

Rating* Narrative assessment on the performance of other stakeholders, including co-financiers, contractors 
and service providers. See guidance note on issues to cover.(indicative max length: 250 words) 

3 The other stakeholders are mainly development partners, notably the World Bank, the 

International Global Fund, the European Union and the French Development Agency. The 

reforms that were supported by all of these partners mainly focused on improving resource 

mobilisation and strengthening public finance management. The dialogue with these partners was 

satisfactory given the complementarity of the supported reforms. 

Regarding the ADF PCG, there was a delay caused by Deutsche Bank's country risk assessment, 

and the loan negotiations between stakeholders. Nevertheless, this delay can be attributed to the 

novelty of the ADF PCG instrument. Madagascar was the first recipient country, and Deutsche 

Bank needed particular attention to understand the country’s economic and political context and 

negotiate the ADF PCG documents with the Bank.  

Key issues (related to performance 

of other stakeholders, max 5, add 
rows as needed) 

Lessons learned(max 5) Target audience (for 

lessons learned) 

How can one contribute to 

strengthening donor 

coordination as part of a 

reform programme? 

Having an active partnership framework with regular 

meetings on ongoing reforms will facilitate 

collaboration among development partners. This will 

equally enhance support synergy and complementarity.  

The Bank and 

other donors 

present in the 

country.  
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 IV  Summary of key lessons learned and recommendations 

 
1. Key lessons learned 

 

Key issues (max 5, add rows 

as needed) 
Key lessons learned Target audience 

What lessons can be 

learned from a budget 

support operation 

coupled with a PGC?  

 

The PCG enabled Madagascar to mobilise additional financing 

from Deutsche Bank on more attractive terms to offset its 

budget deficit. Indeed, the aim of using the PCG was to 

contribute to the financing of a budget deficit due to a well-

defined period and was budgeted in the 2016 Amending 

Finance Law (LFR). However, it turned out that the 

effectiveness of this type of instrument depends on the time 

span for negotiations between the three parties (The Bank, the 

borrower (the country), and the lender (the commercial bank). 

In the case of Madagascar, the negotiations led to an agreement 

with Deutsche Bank in December 2016, and disbursement was 

only effective in July 2017. As a result, the PCG did not fully 

provide the solution sought in time. The country had to find 

temporary solutions to pay the commitments undertaken in the 

2016 LFR, including the issue of treasury bonds, which the 

Government repaid after disbursement by the Deutsche Bank.  

1.  Project 

review team. 

2.  Government 

concerned 

 

How can the effective 

implementation of 

reforms in the context of 

a single-tranche 

disbursement of a one-

year operation be 

ensured?  

(1) Continuous dialogue with the authorities and development 

partners, and (2) ensuring that the supported reforms are part 

of Government's priorities and are complementary to the 

reforms supported by other donors, are essential points that the 

Bank should take into account in achieving the objectives of 

the budget support programme.  

1.  Project 

review team. 

2.  Government 

concerned. 

 

 
2. Key recommendations (with particular emphasis on ensuring sustainability of project benefits) 

 

Key issue (max 10, add rows as needed) Key recommendation Responsible Dead
line 

1.  Why is it better to initiate a 

programme-based reform 

operation?  

2- or 3-year budget support operations are more 

effective in accelerating economic 

transformation and poverty reduction to 

promote strong and inclusive growth.  

1. Project review 

team. 

2. Government 

concerned. 

  

2. What are the necessary 

accompanying measures to 

achieve the expected 

budget support outcomes?  

 

To strengthen capacity and support the 

structures responsible for implementing the 

budget reform support operation, it is 

recommended to set up institutional support 

projects and ensure complementarity and 

synergy between the two support institutions.  

1. Project review 

team. 

2. Government 

concerned. 

 

3.  What are the measures 

likely to guarantee 

effective reform 

implementation and 

strengthen ownership?  

The establishment of a structure in charge of 

monitoring reforms, endowed with skilled 

staff, will facilitate reform programme 

implementation monitoring. This structure 

should regularly communicate to the TFPs 

reform performance and discuss with them 

problems/constraints, if any.  

Government 

concerned. 

 

4.  What type of synergy 

should be maintained 

between national 

Having an active partnership framework with 

regular meetings on ongoing reforms will 

1. The Bank 

2. Government 

concerned 
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authorities and donors as 

part of a reform 

programme?  

facilitate collaboration among development 

partners.  

3. The TFPs 

5.  What is the benefit of a 

financial product like PCG 

in a country where 

commercial banks are 

cautious in granting direct 

loans to the government?  

The PCG brought benefits to Madagascar in 

terms of loan rate and maturity. Negotiations 

with the Deutsche Bank resulted in a 4.95% 

rate, a 7-year maturity and a 2-year grace 

period.² Normally for a country like 

Madagascar, it is difficult to benefit from such 

a low rate without the guarantee of another 

party.  

It is recommended that Madagascar, which has 

a lower indebtedness level, use the Bank's PCG 

to benefit from market rates with a more 

realistic maturity, in order to mobilise more 

resources to support its development  

Government 

concerned  

 

6.  What lessons can be 

learned from a budget 

support operation coupled 

with a PCG?  

The estimate of the commercial loan 

disbursement date should take into account the 

commercial bank’ identification period and the 

loan negotiation and ratification period, if any. 

The commercial loan partially guaranteed by 

the Bank was budgeted in the 2016 LFR. 

However, disbursement took place in 2017. 

This delay was due to the length of time needed 

to select the commercial bank, negotiate the 

loan with Deutsche Bank, and have the loan 

ratified by Parliament.   

1. Review Team 

2. Government 

concerned 

 

 

 

 V  Overall PCR rating 

 

Dimensions and criteria Notation

* 

DIMENSION A: RELEVANCE  

Relevance of project development objective (II.A.1) 4 

Relevance of project design (II.A.2) 3 

DIMENSION B: EFFECTIVENESS  

Development Objective (DO) (II.B.4) 3 

DIMENSION C: EFFICIENCY  

Timeliness (II.C.1) 3 

Resource use efficiency (II.C.2)  

Cost-benefit analysis (II.C.3)  

Implementation Progress (IP) (II.C.4) 3 

DIMENSION D: SUSTAINABILITY  

Financial sustainability (II.D.1) 3 

Institutional sustainability and strengthening of capacities (II.D.2) 3 

Ownership and sustainability of partnerships (II.D.3) 3 

Environmental and social sustainability (II.D.4)  

AVERAGE OF THE DIMENSION RATINGS 3 

 

 

 



20 

 

 VI  Acronyms and abbreviations 

 

 

 

Acronym 

 

 

Full name 

ADB African Development Bank 

ADF African Development Fund 

BCM Central Bank of Madagascar 

CFRA Country Fiduciary Risk Assessment 

CGS  contracted and guaranteed by the State  

CM Council of Ministers 

CPIA Country Policy and Institutional Assessment 

DDP Public Debt Department 

DGD General Directorate of Customs 

DGI General Directorate of Taxation  

ECF Enlarged Credit Facility 

EDBM Economic Development Board of Madagascar 

EITI Extractive Industries Transparency Initiative 

ERR Economic Rate of Return  

FDI Foreign Direct Investment 

GAP Governance Action Plan 

GDP Gross Domestic Product 

GoM Government of Madagascar 

GSP General State Policy 

HDI Human Development Index 

HEE Top State Positions 

I-CSP Interim Country Strategy Paper 

IDA International Development Assistance 

IMF International Monetary Fund 

IP Implementation Plan  

JICA Japan International Cooperation Agency 

JIRAM

A National Water and Electricity Distribution Company 

KSI Key sector indicators 

LFI Initial Finance Law 

LFR Amending Finance Law 

MAP Madagascar Action Plan  

MDGs Millennium Development Goals 

MFB Ministry of Finance and Budget 

MGA Malagasy Ariary (local currency) 

MGFO Madagascar Field Office (AfDB) 

NACS National Anti-Corruption Strategy 

NDP National Development Policy 

NPV Net Present Value 

OAP  Pragmatic Support Operations 
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 OLFL Organic Law on Finance Laws  

PAGI Institutional Governance Support Project 

PAP Priority Action Plan 

PAPI Investment Promotion Support Project 

PARGE Economic Management Reform Support Programme 

PBO  Programme-based operations 

PCG Partial Credit Guarantee 

PEFA Public Expenditure and Financial Assessment 

PEP Presidential Emergency Plan 

PFM Public Finance Management 

PIP Public Investment Programme 

PPP Public-Private Partnership 

PRBSP Poverty Reduction Budget Support Programme 

PUP Presidential Emergency Plan 

PURE Economic Recovery Emergency Plan 

RCF Rapid Credit Facility 

SADC Southern African Development Community 

SDR Special Drawing Rights 

SMP Staff monitoring program 

TFP Technical and Financial Partners 

TFS Transition support Fund 

UA Unit of Account 

UNDP United Nations Development Programme  

USAID United States Agency for International Development 

USD United States Dollar 

VAT Value Added Tax 

WB  World Bank 




