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Project Summary 

Project Overview: the Economic and Financial Management Support Project (PAGEF) will 

be implemented in a context marked by increasingly bright prospects of the country joining 

the club of oil producers. The total cost of this project, which will span three years, is UA 

7.04 million. It will be financed with the country's entire ADF-12 allocation (UA 5 million) 

and outstanding FSF Pillar III resources (UA 2 million). The pooling of ADF and FSF 

resources to finance a single project was motivated by the quest for greater efficiency and 

impact of the Bank's operations. Government's contribution to project financing is estimated 

at UA 41 000, representing 0.6% of the overall project cost. This modest contribution reflects 

the serious financial constraints faced by the country due principally to its debt level and 

meager domestic resources. To ensure project ownership at the national level, all 

stakeholders, notably the public administration, the private sector and civil society, are 

involved in the project design, preparation and implementation phases. The project will cover 

the entire territory, namely the island of Sao Tome and that of Principe. It is the Bank's 

response to two major Government concerns outlined in the National Development Strategy 

which was approved in May 2012, namely: (i) strengthening economic and financial 

governance in anticipation of an inflow of oil resources by 2015, and (ii) diversifying the 

economy in order to steer clear of the Dutch disease which generally results in excessive 

focus of economic activity on oil and a decline in competitiveness. The main expected 

outcomes of PAGEF implementation are: (i) improved public finance planning and 

management; (ii) improved domestic resource mobilization; (iii) greater public accountability; 

(iv) achievement of the status of Extractive Industries Transparency Initiative (EITI) 

compliant country; (v) enhanced private sector environment, in particular reduced costs of 

insularity; and (vi) greater promotion of small and medium-sized enterprises operating in the 

tourism sector, by particularly targeting women entrepreneurs and youths.  

Needs Assessment: the country's needs regarding governance in public finance and oil 

revenue management derive from several assessments carried out by the Bank and other 

development partners. These include the 2009 PEFA review, the Country Governance Profile 

produced by the Bank in 2010, the 2012-2016 CSP and reform programmes supported by the 

IMF and the World Bank. These studies were supplemented and updated during the 

preparation of this project. 

Bank's Value Added: many technical and financial partners are supporting the country to 

improve public finance and oil revenue management, and the business climate. However, 

apart from the oil sector where assistance provided by the Norwegian Cooperation Agency is 

comprehensive, assistance in public finance management and improvement of the business 

climate is inconsistent. The Bank's value added is based on the comprehensive nature of the 

assistance that this project will provide in public finance management. Furthermore, the 

project will largely depend on the promotion of South-South cooperation between Portuguese-

speaking countries to ensure the sustainability of knowledge transfer to beneficiaries. It 

should also be noted that by targeting the tourism sector, PAGEF will complement the Bank's 

support for economic diversification in the agriculture and fisheries sectors. 

Knowledge Building:  PAGEF is mainly based on knowledge transfer among Portuguese-

speaking countries. In addition, studies will be carried out to consolidate knowledge, 

particularly in the domains of taxation, decentralized finance management, oil and financing 

of tourism-related activities. The project will also contribute to consolidating the knowledge 

of local universities and students by involving them in training courses taught by experts. 



v 

 

Project Implementation Schedule 

  2013 2014 2015 2016 

  

T-

1 

T-

2 

T-

3 

T-

4 

T-

1 

T-

2 

T-

3 

T-

4 

T-

1 

T-

2 

T-

3 

T-

4 

T-

1 

T-

2 

Effectiveness                             

First disbursement                             

Establishment of the PIU                             

Recruitment of PIU staff                             

Designation of Steering Committee   

Members                             

PIU equipment                              

Procurement of materials and equipment                             

Computer hardware and office supplies                             

Technical equipment                             

Technical assistance                              

Public finance planning and mgt.                             

Control systems                             

EITI                             

Justice                             

Tourism                             

AGER                             

EMAE                             

Training                             

Public finance management                             

Control systems                             

EITI                              

Justice                             

Tourism                             

INAC/ENASA (civil aviation)                             

PIU Operation                              

Steering committees                             

Mid-term review                             

Auditing                             

 



 

 
vi 

Results-based Logical Framework 

Country and Project Name: Sao Tome and Principe - Economic and Financial Management Support Project (PAGEF) 
Project Goal: Contribute to improving the management of public resources and diversifying the economy 

 

RESULTS CHAIN 

PERFORMANCE INDICATORS 
MEANS OF 

VERIFICATION 

RISKS/MITIGATION 

MEASURES Indicator 

 (including CSI) 
Baseline Situation Target 

IM
P

A
C

T
 

Consolidation of economic growth and 

poverty reduction 

Economic growth rate 

Incidence of poverty  

4.3 % in 2011 

49.6% in 2010 

> 6% in 2016 

44.6% in 2016 

PRSP II implementation 

report 

 

O
U

T
C

O
M

E
S

 

Outcome 1: improved strategic planning and 

public finance management  

PEFA Scores  

PI-12: Multiyear prospects in budget and public 

spending policy planning 

PI-2: Composition of approved budget 
compared to budget execution 

PI-15: Efficiency of domestic resource 

mobilization 
PI-22: Regularity and timeliness of accounts 

reconciliation operations 

 

D+ in 2009 

 
D in 2009 

 

D+  in 2009 
 

C in 2009 

 

C+ in 2015 

 
C in 2015 

 

C+ in 2015 
 

B in 2015 

 

 

PEFA report 

Risk 1: deterioration of the 

macro-economic 

environment 

Mitigation: ongoing 

implementation of 

economic policies with the 
IMF and the World Bank 

 

Risk 2: low Government 
commitment  

Mitigation: maintaining 

dialogue between the Bank 
and all TFPs and the 

Government on priorities 

Risk 3: 

commencement of oil 

production is postponed 

beyond 2015, resulting in 
macro-economic tensions 

Mitigation: continuation 

of implementation of 
reforms and measures to 

ensure efficient resource 

management and 
diversification of the 

economy 

Outcome 2: improved public accountability 

and transparency oil sector management 

PEFA Scores  
PI-21: Efficiency of internal audit 

PI-25: Quality and timeliness of annual financial 

statements 
PI-26: Scope, nature and monitoring of external 

audit recommendations 

PI-28: Legislative review of external audit 
reports 

Country's EITI compliance  

 

D+ in 2009 

D in 2009 

D+ in 2009 

D+ in 2009 

Candidate country in 2012 

 

C+ in 2015 

C in 2015 

C+ in 2015 

D+ in 2015 

Compliant country in 2015 

 

 

 

PEFA report  

 

EITI report 

Outcome 3: the private sector climate is more 

conducive to economic diversification 

Reduction in insularity costs on transportation, 
energy and telecommunications  

Average hotel occupancy rate  

13.9% of GDP in 2010 

 

50% in 2011 

<= 12% of GDP in 2015 

 

70% in 2015 

Updating of study on 

insularity costs 

GD Tourism 
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RESULTS CHAIN 

PERFORMANCE INDICATORS 
MEANS OF 

VERIFICATION 
RISKS/MITIGATION  

Indicator 

 (including CSI) 
Baseline Situation Target 

COMPONENT 1: SUPPORT FOR PLANNING, PUBLIC FINANCE MANAGEMENT AND TRANSPARENCY IN THE OIL SECTOR 

O
U

T
P

U
T

S
 

Improved strategic planning and public 

finance management  

1. Budget  planning capacity is strengthened 

2. Public policy  monitoring and evaluation 

capacity is strengthened 

3. The government services interconnection 

network is established 

4. The capacity of DAFs in budget 
preparation and execution is built  

5. An action plan to optimize tax revenue is 

prepared 

6. The capacities of taxation services in tax 

revenue collection are improved  

7. Public accounts for 2012 are prepared 

 

 

1. Development of a Medium-Term Budget 

Framework (MTBF) 

2. Preparation of reports on  PRSP II 

implementation  

3. Interconnection of DAFs to the public finance 

management system (SAFE) 

4. Number of DAFs trained in public finance 

management 

5. Design of an action plan to optimize tax 

revenue 

6. Number of staff of taxation services trained 

7. Preparation of the State General Account 

(SGA) 

 

 

1. No MTBF  

2. No monitoring and evaluation 
system 

3. No interconnection 

4. No training in 2011 and 2012 
5. No action plan 

6. Training is irregular 

7. No SGA has been prepared for 
more than two decades now 

 

 

1. The MTBF is available from  2013 

2. The first report on PRSP II 

implementation is prepared in 
2012 

3. DAFs of all Ministries are 

interconnected in 2014 

4. All DAFs are trained twice a year 

from 2013 

5. An action plan is prepared in 2013 

6. At least two training sessions are 

organized each year from 2013 

7. The 2012 SGA is prepared in 2013 

 

 

Progress reports of  

financial services 

- General Directorate of the 

Budget 

- General Directorate of 

Accounting 

- General Directorate of the 

Treasury 

- Directorate  of Taxation  

- Directorate of Customs  

Risk 4: low capacity of the 

administration to implement 
the project and coordinate its 

various components 

  

Mitigative measures: a 

Project Implementation Unit 

(PIU) will be established 
within the Ministry of 

Finance and International 

Cooperation to implement 
the Project. The Unit will 

benefit from technical 

assistance upon project start-
up. 

Improved public accountability and 

transparency in the management of the oil 

sector  

1. Internal auditing capacity is strengthened 
2. External public finance auditing capacity is 

strengthened 

3. A strategy to improve auditing by the Audit 
Court is designed 

3. The legal framework for financial 

accountability is revised 
5. Parliamentary control over public finance is 

strengthened 

6. The institutional framework for oil sector 
regulation and management is strengthened 

7. EITI reports for 2014 and 2015 are 

prepared 

 

 

1.  Preparation of audit procedures manuals  

2. Preparation of notices of compliance on SGA 

3. Absence of a strategy 

4. Preparation of statutory instruments on 
financial accountability 

5. Number of MPs trained in the examination of 

finance bills and budget execution reports 

6. Preparation of a study on the institutional 

framework for oil sector regulation and 
management  

7. Availability of reports 

 

1. No procedures manuals 

2. The Audit Court has never 

prepared notices of compliance 

3. No strategy to improve auditing 

by the Audit Court 

4. Lack of clarity in current 
instruments 

5. No training on the review of 

MTEFs and SGA 

6. No study 

7. No report 

 

1. A procedures manual is available 

in 2013 

2. The notices of compliance are 

regularly prepared from 2013 

3. A strategy is available in 2013 

4. Statutory instruments are prepared 
in 2014 

5. At least one training session is 

organized each year for MPs  from 

2013 

6. A study is available in 2014 

7. Reports for 2014 and 2015 are 
available 

 

Progress reports of audit 
institutions 

- General Inspectorate of 

Finance 

- Audit Court 

 

Progress report of the EITI 
Committee Secretariat  
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COMPONENT 2: SUPPORT FOR IMPROVEMENT OF PRIVATE  SECTOR CLIMATE AND PROMOTION OF THE TOURISM SECTOR 

Improvement of the regulatory 

framework of key economic sectors 

(telecommunications; energy; transport; 

trade) 

1. Strengthening of telecommunications 

regulation capacity  

2. Strengthening of electrical grid 
management capacity 

3. Enhancement of civil aviation safety 

and security 

4. Strengthening of mediation in trade 

disputes 

 

 

 

 

1. Design of a telecommunications cost model 

and price study  

2. Electrical grid mapping 

3. Number of INAC and ENASA staff trained  

4. Operationalization of a trade dispute 

mediation and arbitration centre 

 

 

 

1. Absence of a cost model 

2. No mapping 

3. Absence of a staff refresher 

course  

4. No mediation centre 

 

 

1. A cost model is available in 2014 

2. Electrical grid mapping in 2014 

3. All technical staff are trained from 

2013  

4. A mediation centre is operational 
from 2014 

 

 

General Regulatory 

Authority (AGER) 

National Energy and Water 

Company (EMAE) 

 

General Directorate of 

Tourism 

National Civil Aviation 
Institute (INAC) 

 

Private sector development, particularly 

tourism sector activities  

1. Design of a private sector development 
strategy  

2. Building of capacity in tourism 

promotion 

3. Building of the capacity of small 

operators in the tourism sector 

4. Establishment of a mechanism for 
financing tourism sector activities 

 

 

 

1. No strategy 

2.  Number of senior officers of the General 

Directorate of Tourism trained in 

communication techniques 

3. Number of SMEs trained in management and 

communication techniques 

4.  Availability of a financing mechanism 
through the Tourism Promotion Fund 

 

 

 

1. No strategy 

2. No training 

 

3. No training 

 

4. The Tourism Promotion Fund is 

not functional 

 

 

1. At least three senior officers are 
trained each year from 2013 

2. The strategy is available in 2014 

 

3. At least 10 SMEs are trained each 

year from 2014 

4. Operationalization of the 
mechanism for utilization of 

Promotion Fund resources in 2014 
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KEY ACTIVITIES INPUTS 

Component 1: Support for Planning, Public Finance Management and Transparency in the Oil 

Sector  

- GD of the Budget: development of a MTBF and establishment of a macro-taxation unit 

- GD of Public Accounting: preparation of the SGA; conduct of a study on council finance 

management; development of a module for the management of public property 

- National Institute of Statistics and Poverty Observatory: development of indicators; establishment of 

a monitoring and evaluation mechanism; and preparation of the first report on PRSP II 

implementation  

- Audit Court: preparation of notices of compliance on SGA; revision of the Organic Law on financial 

accountability 

- GD of Taxation: design of a strategy to optimize tax revenue and establishment of a taxpayer 

information system 

- GD of Customs: training of tax controllers and providing them with communication equipment 

- INIC: establishment of an optical fibre network in Sao Tome 

- EITI Committee: preparation of EITI reports 

- Training of DAFs and UGELs 

- Procurement of computer hardware and office equipment for services benefitting from training 

 

Component 2: Support for Improvement of Private Sector Climate and Promotion of the 

Tourism Sector  

- GD of Planning: development of a strategy for private sector development 

- Training of AGER technicians in telecommunications and energy sector regulation 

- Providing AGER with radio-spectrum monitoring equipment 

- EMAE: electrical grid mapping  

- Equipping EMAE with a network failure detection vehicle, and training of technicians in network 

management 

- Training civil aviation staff in inspection and airspace safety techniques 

- GD of Tourism: training in communication techniques, and preparation of a study on the 

operationalization of the Tourism Promotion Fund 

- Training of tourism sector operators 

 

In UA thousand ADF FSF GVT Total 

COMPONENT 1: (Plan. PFM, Transparency) 3 409.5 820.4 0.0 4 229.9 

Sub-component 1.1:  Strategic Planning and Public 

Finance Management 
2 920.5 339.7 0.0 3 260.2 

Sub-component 1.2: Public Accountability and 

Transparency in the Oil Sector 
489.1 480.6 0.0 969.7 

COMPONENT II (Business Clim. and Tourism) 784.5 994.4 0.0 1 778.8 

Sub-component 2.1: Improving the Regulatory 

Framework of Key Sectors 
476.1 994.4 0.0 1.470.4 

Sub-component 2.2: Developing the Private Sector, 

particularly Tourism 
308.4 0.0 0.0 308.4 

COMPONENT III (Project Management) 538.7 124.3 41.0 704.1 

Total Base Cost 4 732.7 1 939.0 41.0 6 712.8 

Contingencies and Inflation (5%) 267.3 61.0 0.0 328.3 

Total 5 000.0 2 000.0 41.0 7 041.0 
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REPORT AND RECOMMENDATION OF MANAGEMENT TO THE BOARDS OF 

DIRECTORS CONCERNING AN ECONOMIC AND FINANCIAL MANAGEMENT 

SUPPORT PROJECT (PAGEF) IN THE DEMOCRATIC REPUBLIC OF SAO TOME 

AND PRINCIPE 

 

Management hereby submits this report and recommendation concerning a proposal to award an 

ADF Grant of UA 5 million and an FSF Grant of UA 2 million to the Government of the 

Democratic Republic of Sao Tome and Principe to finance the Economic and Financial 

Management Support Project (PAGEF). 

I. Strategic Thrust and Rationale 

1.1    Project Linkages with Country Strategy and Objectives 

1.1.1 Sao Tome and Príncipe (STP) is an archipelago of just over 1 000 square kilometres 

with 187 500 inhabitants
1
. It is one of the smallest economies in Africa with a GDP of USD 253 

million. The country’s political and democratic situation, characterized by frequent changes of 

Government, has improved significantly since 2006, following the formation of a coalition 

Government. In July/August 2011, the former President, Manuel Pinto da Costa, who ruled the 

country from 1975 to 1991, was re-elected President in a poll considered by all politicians as 

transparent. Despite this political stability, the country is considered as a Fragile State and thus 

enjoys Fragile States Facility (FSF) resources. In fact, STP is facing many development 

challenges due to its small size and dual insularity, resulting in high costs in accessing factors of 

production
2
. The country’s limited institutional capacity and heavy dependence on foreign aid 

(about 40% of public expenditure) increase its vulnerability to exogenous shocks. Poverty affects 

nearly half of the population (49.6% in 2010), particularly in rural areas (65%). The country, 

which shares a joint development zone (JDZ) with Nigeria for petroleum development, hopes to 

start production in 2015. To address the country’s numerous development challenges, the 

authorities adopted, in May 2012, a Second Generation Poverty Reduction Strategy Paper (PRSP 

II) which lays particular emphasis on reforming public institutions and strengthening economic 

and financial governance. In anticipation of oil revenue inflows, the Government seeks to 

achieve greater efficiency in public spending and accelerate diversification of the economy.     

1.1.2   Through PRSP II implementation during the 2012-2016 period, the Government seeks 

to achieve a GDP growth rate of no less 6% by 2016 (against an average of 4% over the past 

three years) and reduce the incidence of poverty by about 5 percentage points. To attain these 

objectives, the Government has identified four strategic focus areas, namely: (i) reform of public 

institutions and strengthening of good governance policy; (ii) promotion of sustainable and 

integrated economic growth; (iii) development of human capital; and (iv) strengthening of social 

protection and cohesion. 

                                                 
1
  Provisional data of the general population census carried out in June/July 2012. 

2
  Box-1 on page 4 gives details of insularity costs in Sao Tome and Principe in the energy, telecommunications 

and transport sectors. 
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1.1.3  The Bank’s new strategy for the country (CSP 2012-2016) approved in June 2012 

(ADB/BD/WP/2012/84; ADF/BD/WP/2012/53) is aligned with set priorities, through a single 

pillar: “human resources and institutional capacity building”. 

1.1.4  PAGEF is also consistent with the Bank’s 2022 Long-Term Strategy and the Bank's 

Governance Action Plan in Fragile States (GAP 2008-2012). 

This institutional support project, which is financed by the country's entire ADF-12 allocation 

and FSF resources, is one of the Bank's main operations during the CSP period intended to 

support Government's efforts to build the technical and human capacity of economic and 

financial services as well as key sectors of the economy. In fact, it will contribute to institutional 

capacity building in: (i) public finance management; (ii) transparency and public accountability; 

and (iii) support for economic diversification by improving the private sector climate and 

promoting the tourism sector. 

1.2     Rationale for Bank's Involvement 

1.2.1 The Bank's involvement is justified by the need to support the country's efforts to 

stabilize the macro-economic framework and diversify the economy by strengthening economic 

and financial governance. Technical Annex-A2 presents an analysis of the country’s recent 

situation in the project's focus areas, namely public finance, the oil sector and the private sector 

climate. This analysis is based on several studies conducted and reports prepared by the Bank 

and other development partners, in particular: (i) the Report on the Country Governance Profile 

(ADB, 2010); (ii) the Study on Insularity and the Costs of Insularity in Sao Tome and Principe 

(ADB-2010); (iii) the study titled "Maximizing oil Wealth for Equitable Growth and Sustainable 

Socio-economic Development" (ADB-2012); (iv) the Report on Consultations Under Article IV 

of the IMF's Articles of Agreement (IMF 2012); and the Budget Support Programme "First 

Governance and Competitiveness Development Policy Operation" (World Bank - 2012). 

Public Finance Management 

1.2.2   The authorities initiated an in-depth public finance reform in 2005 which led to the 

adoption of a new Law on the State Financial Management System in 2007 and the 

establishment of an Integrated Public Finance Management System known as SAFE. This 

system, which is still in its experimental phase, is expected to improve budget execution and 

public accounting. The decentralization of public finance has also been initiated with the 

strengthening of the role and responsibilities of the Administrative and Financial Departments 

(DAFs) of ministries. The Government intends to improve budget programming and align it with 

the priorities set out in PRSP II. Accordingly, it will prepare MTEFs in the transport, education, 

agriculture, water and sanitation sectors, and computerize the budget preparation process. 

Regarding budget execution, it plans to link the Treasury with the Central Bank to stop manual 

payments. To make the decentralization of public finance and e-governance operational, it plans 

to interconnect all public services through an optical fibre network. 

1.2.3 Despite the encouraging results recorded so far, the PEFA review carried out in 2009 

identified weaknesses in public sector financial accountability and listed a number of urgent 

measures to be taken by the Government. These include in particular the publication of public 

financial statements; the strengthening of public accountability and transparency in the 
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management of public resources; as well as the strengthening of budget programming and 

control. Public debt management is also poor. The legal framework for debt management is 

being reviewed. However, the General Directorate of the Treasury should prepare accompanying 

instruments, a public debt management strategy and modern debt management tools. Concerning 

domestic resource mobilization, the General Directorate of Taxation and the Customs 

Department have made efforts in recent years, with the support of the IMF and the Millennium 

Challenge Corporation (MCC). The tax revenue collected by these two revenue services 

increased from 14.5% of GDP in 2009 to 16.6% of GDP in 2011. To achieve the target of 17.6% 

of GDP in 2014, efforts made so far to revise the legal framework and procedures should be 

continued. The taxpayer information system should be modernized and staff trained regularly. 

The Government is considering the possibility of introducing indirect taxation, particularly VAT, 

into the country's tax system. In this respect, the General Directorate of Taxation and the 

Customs Department should revise the legal and regulatory framework and train their staff on the 

administration of indirect taxes. 

Management of the Oil Sector and the Extractive Industries Transparency Initiative  

1.2.4 The legal and institutional framework of the oil sector has improved remarkably over 

the past decade thanks to the support of many development partners, in particular the World 

Bank, the Columbia University (USA) and, more recently, the Norwegian Agency for 

Development Cooperation, through the Norwegian Petroleum Directorate (NPD). The National 

Petroleum Agency of Sao Tome and Principe (ANP-STP), which was set up in June 2004, is in 

charge of regulating the oil sector. Regarding oil revenue management, a law passed by 

Parliament in 2004 provides for the establishment of a National Oil Account (NOC) to receive 

all oil-related resources. The above-mentioned law as well as finance laws passed each year by 

Parliament govern the use of oil resources to finance the State budget.  Compared to other 

countries whose oil sector is at a similar stage of development, STP's legal and regulatory 

framework is fairly robust to ensure the efficient and transparent management of oil sector 

resources. However, the institutional framework has some weaknesses. The ANP-STP, which is 

a regulatory body, also handles negotiation and contract execution, which may bring about 

conflict of interest in the long term. As regards transparency, the Government has once more 

applied for EITI candidate status following its expulsion in 2010 for failing to publish oil 

revenue data within the specified period. Therefore, in March 2012, it revived the National EITI 

Committee and formally submitted its application to the EITI International Secretariat which 

accepted it in October 2012.  According to new EITI rules, to achieve EITI compliant status, 

STP must now publish its first report on data reconciliation within two and a half years. Given 

the limited capacity of the National EITI Committee, there is need to assist the country through 

the steps necessary to achieve EITI compliant status. 

The Private Sector Climate 

STP's private sector is still nascent. The country lacks a private sector development strategy. In 

the tourism sector, however, a tourism promotion strategy and an action plan have been prepared 

with the support of development partners. Under this strategy, the Government established a 

Tourism Promotion Fund in 2007. However, this fund is inactive owing to the absence of 

specific provisions governing the use of its resources. The promotion of tourism is hampered by 

the weak capacity in communication techniques of the General Directorate of Tourism and lack 

of supervision of small and medium-sized enterprises operating in the sector. 
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1.2.5  In general, STP's private sector is constrained by lack of supervision, credit access 

difficulties and weaknesses in the legal and institutional framework. However, it is mainly 

affected by additional costs of factors of production due to the lack of economic infrastructure 

and the insular nature of the country. The Government has made efforts over the past three years 

to improve the business climate, particularly 

by adopting a new investment code in 2008, 

establishing a one-stop shop for business 

development and reducing corporate tax from 

45% to 25%. These measures have helped to 

improve the country's ranking from 177
th

 out 

of 181 countries to 163
rd 

out of 183 countries 

in Doing Business 2012. However, the 

absence of economic infrastructure creates 

additional costs that weigh down the 

competitiveness of the private sector. 

According to the study on insularity costs 

carried out by the Bank in 2010, the additional 

costs generated in the transport, energy and 

telecommunications sectors are estimated at 

13.9% of GDP.  Weaknesses in the judicial 

system also constitute a serious impediment to 

the development of private businesses. 

1.2.6 To overcome these weaknesses, the 

authorities have initiated actions which, 

regarding telecommunications infrastructure, 

led to the commencement of works to lay a 

submarine cable connecting the country to the 

global optical fibre network. In the transport sector, the authorities are also partnering with 

private operators to construct a deep-sea port and improve airport facilities. The authorities are 

aware that such actions must be supplemented by improving the regulatory framework of such 

sectors and upgrading the services concerned. 

1.2.7 Regarding air transport, the National Civil Aviation Institute (INAC) and the National 

Airports and Air Safety Corporation (ENASA) are facing capacity constraints affecting the 

surveillance and securitization of the Sao Tome International Airport.  Following the audit of the 

two entities by the International Civil Aviation Organization (ICAO), the Sao Tome International 

Airport has been blacklisted by the European Union, significantly affecting the promotion of 

tourism in STP. To address these weaknesses, the Government has embarked on the 

modernization of airport facilities with financial and technical support from Angola. However, if 

air surveillance and safety capacity is not built, the Sao Tome International Airport will not 

likely be taken off the EU blacklist. 

1.2.8 In the electricity sector, STP is facing constraints related to quality power supply and 

huge technical and commercial losses estimated at 38% of energy generated.  To overcome these 

constraints, the Government conducted a study on electricity sector revitalization, with World 

Bank assistance. This study resulted in the adoption of an action plan the implementation of 

Box-1: STP - Cost of Insularity 

A study on the cost of insularity in STP 

(ADF/BD/IF/2011/108) carried out by the Bank 

in 2011 identified maritime and air transport, 

energy, telecommunications and internal goods 

and services distribution mechanisms as areas that 

generate additional costs. Overall, for the four 

areas identified, insularity costs in STP were 

estimated at 13.9% of GDP. The additional costs 

of air passenger transport represent about 2.9% of 

GDP. Additional costs in the energy and 

telecommunications sectors are estimated to be 

4.5% and 2.6% of GDP, respectively. 

To mitigate the effects of insularity, priority 
investment projects and programmes have 
been identified. These include the construction 
of a deep-sea port (DSP), rehabilitation of road 
infrastructure and airport, modernization of 
the energy sector and improvement of the 
telecommunications network. 
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which started by the upward revision of electricity rates and the restructuring of EMAE, the 

public electric power and water corporation. In the short term, the Government intends to: (i) 

improve the quality of electric power supply (through better grid protection and optimization of 

grid management), and (ii) improve EMAE’s financial position through better cost recovery. 

Ultimately, it plans to open up electricity generation to the private sector through public-private 

partnerships. To that end, a bill is being drafted to regulate the sector and structure public-private 

partnerships. The short-term measures will help to reduce power cuts and losses from 38% (end-

2011) to 25% in 2014.   

1.2.9 The telecommunications sector is dominated by a company that enjoys a monopoly on 

telecommunications infrastructure and supply of telephony and Internet services. The sector 

suffers from lack of regulation and soaring communication costs. The General Regulatory 

Authority (AGER), which was established by the Government in 2005, is responsible for 

proposing a regulatory framework to enhance efficiency in the sector. At present, AGER has 12 

senior officers with relatively limited expertise in telecommunications regulation, given that they 

have received no training in years. With the support of development partners, the Authority has 

embarked on the preparation of instruments to regulate the sector and open it to other private 

operators. Building the capacity of AGER staff and providing it with modern surveillance 

equipment will enable it to fulfil its mission. 

1.2.10   In the light of the foregoing, the Bank's involvement is crucial. The urgency of such 

involvement is justified by the imminence of oil production and the risks that generally ensue 

from a sudden and large inflow of oil resources. In fact, the risks of corruption, inefficient 

management of public resources and even political instability have multiplied in such a situation.  

Furthermore, the Dutch disease phenomenon could affect economic growth if the agricultural 

and fisheries sectors, which so far form the basis of STP's economy, collapse. Thus, the country 

should steer clear of the negative experiences of other oil-producing African countries, where the 

non-oil sector has contracted sharply, causing high unemployment rates and deepening social 

inequalities. Based on the positive experiences of Botswana and Timor-Leste, where the solidity 

of institutions has played a crucial role in the transparent and judicious management of public 

resources, the Bank's support, through this project, will promote economic and financial 

governance by building the capacity of many governmental and non-governmental actors 

(notably civil society, the private sector and MPs). It will also strengthen efforts to promote 

sustainable growth in the long term through diversification of the economy.  

1.2.11   Several technical and financial partners support the country in improving public finance 

management, oil revenue and business climate.  However, apart from the oil sector which enjoys 

comprehensive support from the Norwegian Cooperation Agency, assistance in public finance 

management and improvement of the business environment is inconsistent. The Bank's value 

added is based on the comprehensive and integrated nature of the operation, as well as the focus 

on the sustainability of outcomes. In fact, the project addresses the issue of financial governance 

on the entire public finance chain, from budget preparation to budget execution, monitoring and 

evaluation, including control systems. The project also includes actions pertaining to economic 

governance, as a supplement to financial governance, by removing obstacles impeding private 

sector development. Lastly, the project will largely rely on the promotion of South-South 

cooperation among Portuguese-speaking countries and the competence of local universities in 

knowledge transfer to enhance the sustainability of outcomes. Besides its expected positive 
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outcomes in a context of abundant oil resources, PAGEF will also help to maintain a viable 

macro-economic framework in the event of delays in oil production.  In the absence of oil 

resources, the country will have to mobilize domestic resources more efficiently, further 

streamline its spending and strengthen public debt management. Although the country attained 

the completion point of the HIPC Initiative in 2007 and benefitted from significant debt 

reduction, its external debt sustainability remains fragile, pending the effective commencement 

of oil production. PAGEF's assistance in public finance and debt management as well as in 

promoting tourism, a sector which generates foreign exchange, will help to consolidate the 

country's macro-economic framework.  

1.3     Aid Coordination 

1.3.1 Aid management and coordination in STP is quite challenging due to the low capacity 

of public administration and limited representation of development partners in the country. The 

Government is implementing actions to improve the situation. The General Directorate of 

Cooperation has, with UNDP support, initiated the establishment of a computerized aid 

management system which should help to improve aid coordination in the years ahead and 

provide quantified information on aid received by sector and by donor. The Bank intends to 

strengthen its representation in the country and further contribute to aid coordination. To that 

end, the STP team, which at present comprises only a National Coordinator, will be strengthened 

by an Economist. This team will also benefit from the support of the Bank’s Angola Field Office, 

to which it is henceforth attached. 

1.3.2 Despite poor aid coordination, STP continues to receive aid in virtually all key sectors 

of the economy. Between 2008 and 2010, the country received aid equivalent to 52.6% of GDP. 

The European Union (EU), Spain, and the World Bank (WB) operate in the infrastructure, 

tourism, and energy sectors respectively. For its part, the Bank focuses on the agriculture and 

human development domains. 

1.3.3  Despite the absence of a formal framework for coordinating public finance 

management operations, most recent operations financed by the country’s technical and financial 

partners (TFPs) were guided by the 2009 PEFA review and ensuing recommendations. TFPs 

regularly share information on their activities, thus helping to ensure complementarity between 

the various operations. The International Monetary Fund (IMF), through the Extended Credit 

Facility
3
 and targeted aid, supports domestic tax reform and public debt and treasury 

management reform.  The European Union provides technical assistance for the development of 

Medium-Term Expenditure Frameworks (MTEF), particularly in the transport sector. It plans to 

provide an additional aid package in 2013 for in-depth civil service reform.  For its part, the 

World Bank provided budgetary assistance in March 2012 worth USD 4.2 million to support 

reforms to improve public finance and natural resources (oil and fisheries) management. 

Concerning bilateral relations, Portugal and Brazil provide support for experience sharing in the 

areas of public finance, for the benefit of the Audit Court and Parliament. 

                                                 
3
  On 20 July 2012, the IMF Executive Board approved a three-year reform programme for the country under the 

Extended Credit Facility (ECF) amounting to the equivalent of SDR 2.59 million (about USD 3.9 million). 
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II. Project Description  

2.1     Project Components  

2.1.1 The project comprises three components, namely: (i) Support for Planning, Public 

Finance Management and Transparency in the Oil Sector; (ii) Support for Improvement of the 

Private Sector Climate and Promotion of the Tourism Sector; and (iii) Project Management. 

2.1.2 The design of PAGEF took into account the specificities of Sao Tome and Principe, 

particularly the limited number of civil service employees. The country has only 187 500 

inhabitants and most services have no more than 50 civil servants. This limited number of 

persons to be trained made it possible for the project to finance a number of complementary 

capacity building activities in the public administration to help overcome the main private sector 

and economic diversification constraints. Table 2.1-1 below gives details on the project 

components, sub-components and costs. 

Table 2.1-1: Project Components and Estimated Costs in UA Thousand  

No. Components 
Total Cost 

(UA 1 000) 
Component Description 

1 
Component 1 4 230 

Support for Planning, Public Finance Management and Transparency in 

the Oil Sector 

1.1 

Improvement of  

strategic planning and 

public finance 

management  

3 260 

 

 Monitoring and evaluation of the country’s National Development 

Strategy – establishment of  a monitoring and evaluation system; 

preparation of the first report on PRSP II implementation  

 Improvement of budget preparation and execution - support for 

preparation of the Medium-Term Budget Framework; interconnection of 

government services by an optical fibre network; establishment of a system 

for managing and monitoring public property; and training of staff involved 

in budget management (DAF and UGEL) in budget preparation and 

execution and government procurement. 

 Improvement of domestic resource mobilization – establishment of 

information and internal audit systems in taxation and customs services; 

support for the preparation of an action plan to optimize tax revenue; 

conduct of a study on the introduction of indirect taxation (VAT); training 

and equipping of tax control officers 

 Improvement of reporting on budget execution - support for the 

preparation of the 2012 State General Account  (SGA); conduct of a study 

on local finance management  

1.2 

Improvement of public 

accountability and 

transparency in the 

management of oil 

resources  

970 

 

 

 Improvement of the public accountability framework – strengthening of 

internal control systems by training administrative and financial directors; 

enhancement of the quality of internal and external audits carried out by the 

General Inspectorate of Finance and the Audit Court; support for the 

preparation of Audit Court notices of compliance on the 2012 SGA; 

strengthening of parliamentary control over the budget cycle and training of 

parliamentarians 

 Implementation of the EITI – installation of the EITI Secretariat; training 

of EITI Committee members; support for the preparation of EITI reports; 

dissemination of reports and sensitization 

2 Component 2 1 779 
Support for Improvement of Private Sector Climate and Promotion of 

the Tourism Sector 

2.1 

Improvement of the 

regulatory framework 

and environment 

1 470 

 

 Improvement of the general regulatory framework: development of  a 

cross-sectoral strategy for separation of the activities of infrastructure 

managers and operators (telecommunications, energy, transport) 

 Telecommunications – development of a cost model and conduct of pricing 

studies; drafting of the law on electronic signature; establishment of an 

information system 
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 Electricity – grid mapping; grid protection and training of staff on grid 

management 

 Air transport – strengthening surveillance and safety of the STP 

International Airport; training of civil aviation inspectors  

 Improvement of trade disputes management – establishment of a trade 

dispute mediation and arbitration centre 

2.2 

Promotion of the private 

sector, in particular  

tourism sector activities 

as part of diversification 

of the economy 

309 

 

 Development of a strategy for private sector development to diversify the 

economy  

 Improvement of the country’s image abroad by promoting activities in 

the tourism sector 

 Building the capacity of small tourism promoters 

 Establishment of a financing mechanism through the Tourism Promotion 

Fund 

3 Project Management 704 

Project coordination and technical assistance: adherence to the 

implementation schedule, judicious management of resources, and 

monitoring and evaluation of outcomes 

 Total base cost 6 713  

 
Physical contingencies 

and price escalation 5% 328  

 Total cost  7 041  

2.2    Technical Solutions Adopted and Alternatives Explored  

The technical solutions adopted for training take into consideration the country’s fragile nature 

and hence seek to ensure continuity in effective knowledge transfer. Thus, South-South 

cooperation between Portuguese-speaking countries will be the preferred vehicle for knowledge 

transfer. In the area of governance of oil resources, the project will strengthen cooperation 

between STP and Timor-Leste which has rich experience in this area. Concerning justice and 

public finance control, the country can rely on Brazil’s experience. Accordingly, it has already 

received a USD 300 000 grant from a Bank trust fund financed by Brazil to strengthen South-

South cooperation between Portuguese-speaking countries. 

2.3  Project Type 

PAGEF is an institutional support for human and institutional capacity building. This form of 

assistance enables the Bank to support reforms undertaken by the Government with the backing 

of several TFPs, in particular the IMF and World Bank. The project is consistent with the 

country's Fragile State status and previous Bank support operations in the area of governance. It 

will help to strengthen public and private institutions, procedures and professional competences.  

2.4    Project Cost and Financing Arrangements 

The total project cost, net of taxes, is estimated at UA 7.04 million (or STD 212.4 billion, at the 

exchange rate in force in August 2012), of which UA 5.71 million in foreign exchange and UA 

1.32 million in local currency. ADF participation in the project’s financing is UA 5.00 million 

(contingencies considered), and the Government's counterpart contribution is UA 41 000 (or 

0.6% of total project cost). Counterpart financing will cover the provision of premises to host the 

project and allowances of Steering Committee and Technical Committee members. The 

participation of the Fragile States Facility (FSF) is UA 2 million, to be used to finance technical 

assistance and training exclusively. 
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Table 2.4-1: Estimated Project Cost by Component 

Components 
Cost in EUR thousand Cost in UA thousand In % 

FE LC Total FE LC Total   

Component 1: Support for Planning, Public Finance 

Management and Transparency in the Oil Sector 
4 459.1 645.5 5 104.6 3 695.0 534.9 4 229.9 60% 

Component 2 - Support for Improvement of Private Sector 
Environment and Promotion of the Tourism Sector 

1 831.5 315.2 2 146.7 1 517.7 261.2 1 778.8 25% 

3. Project Management 289.7 559.9 849.7 240.1 464.0 704.1 10% 

Total Base Cost 6 580.4 1 520.6 8 101.0 5 452.8 1 260.0 6 712.8 95% 

Physical Contingencies 2% 124.9 37.1 162.0 103.5 30.8 134.3 2% 

Price Escalation 3% 190.0 44.1 234.2 157.5 36.6 194.0 3% 

Total Project Cost 6 895.3 1 601.8 8 497.1 5 713.7 1 327.3 7 041.0 100% 

 
Table 2.4-2: Estimated Project Cost by Source of Financing (in UA Thousand) 

Source of Financing Cost in FE Cost in LC Cost in UA In % 

ADF 3 707.6 1,025.1 4 732.7 67.2% 

FSF 1 745.1 193.9 1 939.0 27.5% 

Government 0.0 41.0 41.0 0.6% 

Project Base Cost 5 452.8 1 260.0 6 712.8 95.3% 

Contingencies and Inflation 261.0 67.3 328.3 4.7 % 

Total 5 713.7 1 327.3 7 041.0 100.0%  

 
Table 2.4-3: Project Cost by Expenditure Category (in UA Thousand) 

Expenditure Category Cost in FE(UA) Cost in LC 
Total Cost  

in UA 
In % 

A. Goods 969.9 109.7 1 079.6 15% 

B. Services 3 063.3 437.3 3  500.6 50% 

C. Training 1 419.6 295.8 1 715.4 24% 

D. Operation 0.0 417.1 417.1 6% 

Total Base Cost 5 452.8 1 260.0 6 712.8 95% 

Provision for Physical Contingencies 103.5 30.8 134.3 2% 

Provision for Price Escalation 157.5 36.6 194.0 3% 

Total Project Cost 5 713.7 1 327.3 7 041.0 100% 

 

Table 2.4-4: Expenditure Schedule by Component (in UA Thousand) 

Components 2013 2014 2015 Total 
1. Support for Planning, Public Finance Management and Transparency in 
the Oil Sector 

1 897.1 1 166.4 1 166.4 4 229.9 

2. Support for Improvement of Private Sector Climate and Promotion of  the 

Tourism Sector 

773.4 502.7 502.7 1 778.8 

3. Project Management 286.8 208.6 208.6 704.1 

Project Base Cost 2 957.3 1 877.7 1 877.7 6 712.8 

Contingencies and Inflation 140.5 93.9 93.9 328.3 

Total 3 097.9 1 971.6 1 971.6 7 041.0 

In Percentage of Total Project Cost 44% 28% 28% 100% 

2.5 Project Target Area and Beneficiaries  

2.5.1 The project area covers the entire territory of Sao Tome and Principe, namely the 

islands of Sao Tome and Principe. The island of Sao Tome is subdivided into six districts, 

namely: Agua Grande, Mé-Zochi, Lobata, Lemba, Cantagalo and Caue.  For its part, the island 

of Principe comprises the autonomous district of Pagué.  Project activities will involve 

administrative staff, MPs, the private sector and civil society throughout the country. Beneficiary 

entities fall under the Ministries of Finance, Planning, Justice, Tourism, Infrastructure, and 

private sector support entities.  
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2.5.2 The entire population of the country will indirectly benefit from the project owing to the 

positive impact of efficient resource allocation and effective public spending. It will directly 

benefit small and medium-sized enterprises operating in the tourism sector. 

2.6 Participatory Approach for Project Identification, Design and Implementation 

Project identification and design were carried out in a participatory manner. During project 

identification, preparation and appraisal missions, the Bank held extensive discussions with the 

authorities and each direct project beneficiary entity. Civil society and the private sector were 

also consulted, especially the Chamber of Commerce, the Association of Female Jurists and 

tourism sector operators. These consultations were extended to the authorities of the Autonomous 

Region of Principe.  Project activities, objectives and some output indicators were provided by 

the beneficiary entities. Priorities were defined through consultations between these entities. The 

project will also be implemented following a participatory approach through quarterly Technical 

Committee meetings bringing together all project beneficiaries. 

2.7 Bank Group Experience and Lessons Reflected in Project Design 

2.7.1 The last Bank institutional support project for STP dates back to 1990. This was an 

Institutional Support Project for the Ministry of Economy and Finance to the tune of UA 1.49 

million financed with Technical Assistance Fund (TAF/ADF) resources. The project’s start-up 

and implementation phases were fraught with difficulties. It however helped to produce many 

methodological documents relating to programming, project monitoring and evaluation, and 

monitoring of the country’s economic situation. According to the project completion report 

prepared in March 2000, the quality of outputs was affected by institutional weaknesses in 

project management and difficulties faced by the country in disbursing counterpart financing. 

2.7.2 The last portfolio performance review conducted in March 2011 (see active portfolio as 

at 30 June 2012 in Annex-2) confirmed that institutional weaknesses continue to affect the 

implementation of Bank-financed projects in the country. In fact, the quality of the portfolio was 

considered “unsatisfactory", with an overall rating of 1.91/3. Besides institutional weaknesses, 

the review highlighted inadequate knowledge of Bank rules and procedures, poor quality at entry 

of projects and delays in fulfilling conditions precedent to disbursement. Drawing on these 

findings, this project has limited counterpart financing to a symbolic contribution (0.6% of 

project base cost) and selected the most essential actions as conditions precedent to effectiveness 

and first disbursement, namely the appointment of the Project Coordinator and opening of two 

accounts to receive ADF and FSF Grant resources. In addition, technical assistance will be 

recruited at project start-up to support the Project Implementation Unit (PIU). 

2.8  Key Performance Indicators  

2.8.1 The key performance indicators identified and expected outcomes at project completion 

are presented in the Results-based Logical Framework. These mainly include: (i) PEFA 

indicators; (ii) specific indicators provided by some entities, notably the regular production by 

the General Directorate of Accounting of the State General Account; the issuing of notices of  
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compliance by the Audit Court; the interconnection of government services and STP’s removal 

from the EU blacklist. These indicators will be supplemented and updated when a new PEFA 

will be carried out and during the definition of PRSP implementation indicators by the Poverty 

Observatory. 

2.8.2  The Project Implementation Unit will be responsible for collecting and analysing data 

necessary for the verification of indicators. The Project will recruit a monitoring and evaluation 

expert for this purpose. The expert will be supported by technical assistance provided to the 

Project to develop, together with project beneficiary entities, indicators to be validated by the 

Monitoring Committee and submitted to the Bank for approval. The indicators will be regularly 

monitored and analysed in half-yearly and annual progress reports. 

III. Project Feasibility  

3.1 Economic and Financial Performance  

This project will not generate direct revenue that would help to determine its financial return. 

Therefore, its performance will be evaluated on the basis of the direct and indirect medium- and 

long-term impacts of its outputs on economic and social sectors.  In terms of expected economic 

and financial benefits, the project will enable the State to improve tax revenue mobilization and 

efficient public resource management. It will also positively impact economic diversification 

through the promotion of tourism. Socially, it will improve incomes generated by SMEs and 

populations in rural areas where rural tourism activities are developed. 

3.2 Environmental and Social Impact  

3.2.1 The project will have no negative impact on the environment. It is classified under 

Environmental Category 3. However, the training provided within the framework of EITI and the 

promotion of tourism will focus on environmental factors that are indispensable for ecotourism 

development and sustainable growth. 

Social and Gender Issues  

3.2.2 The last update of the population and gender diagnosis dates back to 2004. This 

diagnosis had revealed that women and men do not enjoy the same social status in STP. The 

men’s dominance over women was socially accepted. In economic terms, women are very active 

in the informal sector where most of them engage in trading (42% of active women). In contrast, 

the agriculture and fisheries sectors are dominated by men who account for 38% of the active 

population, against 20.5% for women. Women’s access to production inputs and formal jobs as 

well as participation in decision-making was quite limited.  

3.2.3 To address the gender issue, the Government prepared a National Strategy for Gender 

Equality and Equity in Sao Tome and Principe in 2004 which has helped to clarify the country's 

gender vision and obtain the commitment of the various components of society, including 

political authorities, to realize this vision. Since then, encouraging progress has been made with 

regard to the promotion of gender equality and non-marginalization of women. Women are 

increasingly holding top decision-making positions in the administration. Examples include the 

positions of Central Bank Governor, Director of Taxation, Customs, Treasury and Public 
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Accounting. There is parity regarding education indicators. The ratio of girls to boys in primary 

school was 97.3% and 115% in secondary school in 2011. 

3.2.4 PAGEF will have a positive impact as regards improving the incomes of women and 

youths within the framework of tourism promotion. In fact, priority will be given to women and 

young entrepreneur capacity building. The Project is also expected to result, particularly, in the 

adoption of the Medium-Term Expenditure Framework, improved social indicators through 

better budget alignment with PRSP II priorities and enhanced efficiency in public spending. As 

part of support to the Poverty Observatory, the project will contribute to improving the 

monitoring of gender policies by establishing an operational monitoring and evaluation system 

that will focus on the design, collection, monitoring and analysis of gender disaggregated 

development indicators.  

IV. Project Implementation 

4.1 Implementation Arrangements  

4.1.1 Project activities will last 36 months, with effect from the date of effectiveness of ADF 

and FSF Grants scheduled for the first quarter of 2013. The project implementation arrangements 

will include a Steering Committee (SC), a Technical Committee (TC) and a Project 

Implementation Unit (PIU). The Steering Committee will be the decision-making body of the 

project. It will be composed of representatives of the four project beneficiary ministries: the 

Ministry of Finance and International Cooperation; the Ministry of Planning and Development; 

the Ministry of Public Works and Natural Resources; and the Ministry of Justice. It will meet 

twice a year to approve the work programme and annual budget as well as annual progress 

reports. 

4.1.2 The Technical Committee will monitor project activities. It will comprise ten focal 

points designated by each of the beneficiary entities and a representative of the Autonomous 

Region of Principle. The ten focal points are the General Directorate of Accounting and the 

Directorate of Technology (representing all entities under the Ministry of Finance); the National 

Institute of Innovation and Research (INIC); the Office of the Minister of Justice; the National 

Civil Aviation Institute (INAC); the General Directorate of Tourism (DGT); the EITI 

Committee; the National Energy and Water Corporation (EMAE); the General Regulatory 

Authority (AGER) and a representative of the Autonomous Region of Principe. The Technical 

Committee will meet once every three months to assess the project implementation status and to 

address possible constraints. 

4.1.3 The Ministry of Finance and International Cooperation will be the Project Executing 

Agency. Considering the deficiencies noted in the public finance management system, in 

particular the internal and external audit systems
4
, a Project Implementation Unit (PIU) will be 

established within the Ministry of Finance to assist in project implementation. The PIU will 

consist in particular of a Coordinator appointed by the Government, a Procurement Specialist 

and an Administrative and Financial Officer (AFO)
5
. Given the project’s multi-sector nature and 

the resultant complexity with regard to its implementation, technical assistance will be provided 

                                                 
4
  See Technical Annex B4 for a detailed evaluation of the country's finance management system.  

5
  See Technical Annex B3 for the detailed composition of the PIU. 
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to the PIU for ad hoc operations throughout the project duration. The technical assistance firm 

will be recruited upon project effectiveness to ensure the rapid commencement of activities. Its 

main tasks will be to establish the project accounting management system; prepare the project 

procedures manual; establish a monitoring and evaluation system; and assist in the preparation of 

the work plan and progress reports. A national consultant will also be recruited to translate the 

project documents from Portuguese into French. 

4.1.4 Procurement: all procurements of goods, works and consultancy services financed by 

the ADF and the FSF will be conducted in accordance with Bank Rules of Procedure for 

Procurement of Goods and Works (May 2008 edition revised in July 2012) or Rules of 

Procedure for the Use of Consultants (May 2008 edition revised in July 2012), as applicable, 

using the Bank’s standard bidding documents. The Minister of Finance and International 

Cooperation will set up a procurement committee upon project commencement. Members of this 

committee will receive training on the Bank’s Procurement Rules and Procedure within the 

framework of a fiduciary clinic. The procurement of consultancy services will be conducted 

through shortlisting of consulting firms. However, given the technical specifications in the area 

of civil aviation, the training of INAC and ENASA staff will be entrusted to the International 

Civil Aviation Organization through the single bid procedure, as it is the only institution 

specialized in this area technically capable of providing qualified consultants to the project. The 

procurement of computer hardware and office equipment will be grouped into two lots and 

conducted through international competitive bidding. The procurement of technical equipment 

will be conducted through prudent shopping. The procurement of office furniture and supplies 

and equipment of the PIU will also be conducted through prudent shopping. A procurement plan 

prepared to that end will be updated every 18 months. Details on procurement methods and 

review procedures are presented in Technical Annex B5.  

4.1.5 Financial Management: the PIU will ensure finance management of the project and 

prepare annual financial statements, under the supervision of the Executing Agency. The 

following financial management mechanisms will be implemented to ensure that the funds 

placed at the disposal of the project are judiciously and effectively utilized for the purposes for 

which they were granted: 

(i) Recruitment of key PIU staff, namely the Project Coordinator, the AFO, the 

Procurement Expert and the Assistant Accountant. The Coordinator should be 

appointed by the Government before the first disbursement of ADF Grant 

resources; 

(ii) Allocation of suitable premises to the PIU by the Government. The project will 

finance fitting-out works, equipment and subscriptions necessary for the smooth 

functioning of the PIU; and 

(iii) Preparation of an administrative and financial procedures manual as well as a 

clear definition of tasks based on internal control principles by the PIU, upon 

project effectiveness, with the technical assistance of a consulting firm. 

4.1.6 The AFO will be responsible for internal control of the administrative and finance 

management of the project. He or she will carry out ex ante and concomitant control of all 

operations. The General Inspectorate of Finance (IGF) will also ascertain the application of 
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established procedures by virtue of its duties specified by the law in force. An external auditor 

will be recruited on the basis of terms of reference acceptable to the Bank, no later than four 

months following project effectiveness. The Coordinator, the AFO and the Assistant Accountant 

will participate in fiduciary clinics organized by the Bank in the area of finance management. 

Technical Annex B4 provides a complete description of the project’s finance management 

system 

4.1.7 Disbursement:  ADF Grant resources will be disbursed in accordance with the Bank’s 

rules and procedures using the following three methods: (i) the special account method; (ii) the 

direct payments method; and (iii) the reimbursement method. Specifically, disbursements for the 

procurement of the services of international consultants and external auditors will be conducted 

through direct payments to the various contractors. Furthermore, in accordance with Bank 

guidelines, the Government will open three special accounts on behalf of the project in a bank 

deemed to be acceptable to the ADF, into which ADF and FSF grant resources and national 

counterpart financing will be deposited. 

4.2 Project Monitoring  

The PIU will define monitoring and evaluation mechanisms with the technical assistance of the 

consulting firm. To that end, project activity, output and outcome monitoring indicators will be 

fine-tuned. The PIU will produce quarterly project status reports. For its part, the Bank will carry 

out (i) periodic supervision missions at the rate of no less than two each year and (ii) a mid-term 

review to assess project implementation performance. The Liaison Office in STP, which will be 

strengthened, will regularly monitor project implementation, with the support of the Angola 

Field Office. At the end of project implementation, the Bank and the Ministry of Finance will 

prepare a completion report. 

4.3 Governance 

4.3.1 At present, the country’s public finance management control mechanism is still fragile. 

The last PEFA, published in September 2009, highlighted, among other things, deficiencies in 

budget predictability and execution control, accounting and financial reports, monitoring and 

external controls. Concerning transparency, the country has made efforts to revive its EITI 

candidate status but, overall, the anti-corruption legal and regulatory framework needs to be 

strengthened. PAGEF intends to improve anti-corruption legal and institutional framework and 

build the capacity of key entities involved in public finance management. 

4.3.2 PAGEF design took into account the risks that the above-mentioned weaknesses may 

cause in project finance management. The first mitigative measure adopted is to strengthen the 

Project Executing Agency by setting up a Project Implementation Unit therein, provided with 

qualified staff. Other measures relate to the finance management system that will be established 

(procedures manual and accounting software), as well as the control system involving national 

entities (IGF and Audit Court) and an independent audit firm. 
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4.4 Sustainability 

Project sustainability will first of all hinge on Government's commitment and participatory 

approach during its preparation. The second sustainability factor relates to the use of skills at the 

national level to provide specific training planned by the project. In this regard, the project will 

contribute to matching the training programmes of local universities with the country's needs. 

Lastly, the project will build on South-South cooperation between Portuguese-speaking countries 

to provide specific training, thus ensuring better continuity in the transfer of knowledge, as 

opposed to training provided by consultants. 

4.5   Risk Management 

 

Risk Risk Level   Mitigative Measures 

Deterioration of the macro-economic 

environment due to a decline in foreign aid. 
Average  

Implementation of economic policy with the IMF 

and the World Bank to contain the primary public 

accounts deficit. 

Decreasing Government commitment to 

reforms in the event of change of 

Government. 

Low  

There is national consensus on the priorities 

outlined in the PRSP II. The Bank and other TFPs 

will maintain dialogue with the Government on 

the priorities. 

Commencement of oil production postponed 

beyond 2015 with ensuing macro-economic 

tensions. 

Average  

The scenario excluding oil production will be 

updated regularly. The continuation of reforms 

and measures for mobilizing domestic resources, 

efficient resources management and the 

diversification of the economy will enable the 

country to maintain a viable macro-economic 

framework and some level of growth in the 

absence of oil. 

Low capacity of the administration to 

implement the project and coordinate its 

various components. 

High  

Technical assistance will be provided to the PIU 

at project commencement to ensure proper project 

implementation. 

4.6 Knowledge Building 

PAGEF is based essentially on the transfer of knowledge between Portuguese-speaking 

countries. In addition, studies will be carried out in the areas of taxation, decentralized finance 

management, oil and the financing of tourism activities. The project will also contribute to 

strengthening the knowledge of local universities and students by involving them in some 

courses to be taught by experts. 
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V. Legal Framework 

5.1 Legal Instrument 

The following two instruments will be used to finance the Economic and Financial Management 

Support Project:  

- An ADF Grant Agreement of an amount not exceeding UA 5 million will be signed between 

the ADF and the Democratic Republic of Sao Tome and Principe; 

- An FSF Grant Letter of Agreement (Pillar III) of an amount not exceeding UA 2 million will 

be signed between the President of the Bank Group and the Democratic Republic of Sao 

Tome and Principe. 

5.2 Conditions Associated with Banks Intervention 

5.2.1 Conditions precedent to grant effectiveness: effectiveness of the ADF and FSF Grants 

shall be subject to signature of the ADF and FSF Grant Agreements by the Bank Group and the 

Donee. 

5.2.2    Conditions precedent to first grant disbursement: the first disbursement of ADF and FSF 

Grant resources shall be subject to fulfilment of the following conditions by the Donee: 

(i) Provide evidence of the opening of two bank accounts into which ADF and FSF 

Grant resources will be deposited;  

(ii) Appoint the PIU Coordinator. The Coordinator’s experience and qualifications 

shall be considered acceptable to the Bank. 

Other conditions 

(i) Establish a Steering Committee and a Technical Committee;  

(ii) Recruit, on a competitive basis, following a recruitment process approved by the 

Bank, the key Project Implementation Unit staff: (a) the Administrative and 

Financial Officer; (b) the Assistant Accountant; and (c) the Procurement Expert. 

5.3 Compliance with Bank Policies 

This project is in line with all applicable Bank policies. 

VI. Recommendation 

Management recommends that the Boards of Directors approve the proposal to award a UA 5 

million ADF Grant and a UA 2 million FSF Grant to the Democratic Republic of Sao Tome and 

Principe to finance the Economic and Financial Management Support Project under the 

conditions set forth in this report. 



 

 

Annex 1 

Sao Tome and Principe Comparative Socio-economic Indicators 

Social Indicators 

Sao Tome and 

Principe Africa 
Developing 

Countries 
1990 2011 * 

Area (000 Km²) 1 30 323 98 461 

Total Population (million) 0.1 0.2 1 044.3 5 733.7 

Annual Population Growth (%) 2.2 1.9 2.3 1.3 

Life Expectancy at Birth - Total (years) 60.9 64.7 57.7 77.7 

Infant Mortality Rate (per 1000) 62.0 48.8 76.0 44.7 

   Physicians (per 100 000 people)  53.0 49.0 57.8 112.0 

   Births Attended by Trained Health Personnel (%) ... 81.7 53.7 65.3 

Child Immunization Against Measles (% of Children Aged 12-23 Months)  71.0 92.0 78.5 84.3 

Primary School Enrolment Ratio (% of Gross)  138.2 133.8 101.4 107.8 

Girls/Boys Primary School Enrolment Ratio (%)  91.6 97.3 88.6 ... 

Literacy Rate (% of Population Under 15 years)  ... 89.2 67.0 80.3 

Access to Safe Water (% of Population) ... 89.0 65.7 86.3 

Access to Sanitation Services (% of Population) ... 26.0 39.8 56.1 

Value of HDI (0-1) ... 0.5 0.5 ... 

Human Poverty Index (HPI-1) (% of Population) ... 12.6 33.9 ... 

          

  Sao Tome and Principe 

Macro-economic Indicators  2000 2009 2010 2011 

GNI per Capita, Atlas Method (current USD) 711 1 120 1 200 ... 

GDP (million current USD)  77 198 202 253 

Real GDP Growth (annual %)   70.6 3.3 4.5 4.3 

Real GDP Growth per Capita (annual %)   67.5 1.6 2.6 2.4 

Gross Domestic Investment (% of GDP)   26.1 18.4 21.1 21.1 

Inflation (annual %)   11.0 17.0 12.9 9.2 

Budget Balance (% of GDP)   ... -17.8 -11.1 -15.9 

          

Trade, External Debt & Financial Flows 2000 2009 2010 2011 

Variation in Volume of Exports (%) -63.7 2.5 2.2 0.2 

Variation in Volume of Imports (%) 13.0 -3.4 7.1 7.2 

    Variation in Terms of Trade 86.0 22.4 13.7 -6.7 

Trade Balance (million USD) -22 -75 -80 -103 

Trade Balance (% of GDP)  -29.3 -37.7 -39.6 -40.7 

Current Account Balance (million USD) -12 -54 -51 -86 

Current Account Balance (% of GDP) -15.1 -27.1 -25.4 -33.9 

Debt Servicing (% of exports) 21.8 420.3 11.1 27.7 

Total Foreign Debt (% of GDP) 400.7 70.3 81.2 73.0 

Total Financial Flows (million USD) 36 33 46 ... 

Net Official Development Assistance (million USD) 35 31 49 ... 

Net Direct Investments (million USD) 4 14 3 ... 

    International Reserves (months of imports) 2.4 … … … 
          

Private Sector Development and Infrastructure 2000 2009 2010 2011 

Time Required to Start a Business (Days) ... 144 144 10 

Investor Protection Index (0-10) ... 3.3 3.3 3.3 

Stationary Telephone Subscribers (per 1000 People)  32.7 46.8 46.3 ... 

Mobile telephone Subscribers (per 1000 People)  0.0 393.8 619.7 ... 

Internet Users (per 1000 People)  46.1 164.3 187.5 ... 

Asphalted Roads (% of total roads)  68.1 ... ... ... 

Railway, Goods Transported (million ton-km) ... ... ... ... 

          

Source: ADB Statistics Department, from national and international sources. 

* Most recent year. 
Last update: May 2012 

Private sector development and infrastructure 

 
    



 

 

Annex 2 

Table of ADB Active Portfolio in Sao Tome and Principe 

PROJECT/SECTOR 
Source of 

Financing 

Approval 

Date 

Closure 

Date 

Amount 

Approved  

(UA million)  

% 

Disbur.  

 

Age 

 

AGRICULTURE              

Livestock Development Project II (PADE II)  ADF Loan  31/5/2006  31/12/2012  4.0 57.6 6.2 

Food Security Support Project (PRIASA)  ADF Grant 16/11/2010  31/12/2015  5.0 15.1 1.7 

 

SOCIAL              

Human Resource Development Project 

(PDRHU) 

ADF Loan  20/12/2002  31/12/2012  3.5 55.1 9.4 

       

MULTISECTORAL              

General Population and Housing Census FSF Grant 20/12/2011  30/6/2014  0.5 57.2 0.6 

TOTAL       13.0 37.8 
 

Source: 2012-2016 CSP – Portfolio as at 30 July 2012.  
 

The Bank’s active portfolio in November 2012 comprises four projects for a total commitment of 

UA 13 million: the Human Resource Development Project (PDRHU), classified as a problematic 

project (PP); the Livestock Development Project II (PADE II) and the Infrastructure 

Rehabilitation for Food Security Support Project (PRIASA) are classified as non-problematic 

projects (NPP). The Bank's operations are concentrated in the agricultural sector.  

 



 

 

Annex 3 

Map of Project Area  

 
The distance between the Island of Sao Tome and the Island of Principe is about 150 km. 

  



 

 

Annex 4 

Summary Table of Donor Operations 

 

 

DP 

Focus Areas 

Environment/ 

Climate 

Change 

Agriculture/Fishe

ries/Food 

Security 

Infrastructure Social Sectors 
Governance / 

Multisector 
Tourism/Trade 

ADB   

LDP II (UA 4 

million) 2006-
2012 

 

PRIASA (UA 5 
million) 2011-

2015 

 HRDP (UA 3.72 

million) 2002-2013 

Population and 

Housing Census (UA 

0.48 million) 2012-
2014 

PAI (UA 5.65 

million) 2012-2016 

 

 

World 

Bank Adaptation to 
climate change 

(USD 4.4 

million) 2011-
2016 

 Optical fibre 
submarine cable 

(USD 14.9 

million) 2011 - 
2014 

Social sector  project 
(USD 8.6 million) 

2004 - 2012 

Budget Support 
Programme 

(FGCDPO) (UA 12.6 

million) 2012-2014 

 

UNICEF    Sensitization, social 

policy and partnership 

(USD 1.15 million) 

2012-2016 

Capacity building 

(emphasis on child  

protection, USD 4.1 

million) 2012-2016 

  

EU    Support to EDF 10 

Coordinator  (EUR 0.5 

million) 2008-2012 
Health for All 

Programme (EUR 0.3 

million) 2011-2013 

Reproductive Health 
(EUR 0.6 million) 

2011-2013 

Transport Sector and 

Public Finance 

Management Support 
(EUR 14.3 million) 

2009-2013 

Trade Support 

Programme 

(EUR 1.3 
million) 2009-

2013 

Oil for 

develop

ment 

(NORA

D) 

HSE Auditing & 

Development of 
HSE 

Regulations 

  Management of oil and 

gas in Sao Tome and 

Principe (STP)  

Project 2012-2013 

  

WFP    School Feeding and 

Health Programme 

(USD 5 million) 2012-

2016 

  




