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EXECUTIVE SUMMARY

Guineais asmall country endowed with rich natural resources but very low human
development indicators and a GDP per capita of only US$550. A centrally planned economy
until 1984, it has since embarked in a gradual process of economic opening and
liberalization, with the support of the Bretton Woods I nstitutions and a handful of bilateral
donors. Public finance imbalances and weak governance are among the magjor challenges it
faces today. From 1995 onwards, Guinea launched several participatory initiatives to draft
development strategies that, although incomplete and not directly operational, provided a
good starting point for the PRSP process. Guinea was declared eligible to the HIPC initiative
in December 1999 and reached its decision point ayear later, having prepared an interim
PRSP in October 2000. The full PRSP was completed in January 2002. Guinea has been
engaged in IMF-supported programs (first under the ESAF, then under the PRGF) almost
continuously since 1987, although with a poor track record of implementation. At the time of
the evaluation, the current PRGF-supported arrangement—approved in May 2001—was
off-track.

While the key incentive for Guinea s PRSP was that it conditioned access to debt relief and
concessiona IFI lending, the formulation process was country -drivenin the sense that the
government organized the process and drafted the document without pressures from the
donor community. The participatory element rested on the work of seven thematic groups
composed of representatives of government, civil society and donors, and on a series of
workshops with broad public attendance held both in the national capital and at the
decentralized level. The IMF kept alow profile throughout the process, largely limiting its
involvement to observing the debates.

Stakeholder s generally viewed this process as having significant value added over past
practices and particularly appreciated the government’ s outreach efforts to present its policies
to the public. At the same time, concerns were expressed about the representativeness of
participants to thematic groups and the actual impact of the participatory process over the
final PRSP appears to have been limited, particularly in the macroeconomic area. It was more
significant with respect to the poverty diagnostic and the prioritization of the policy agenda,
bringing to the fore, in particular governance issues. Factors mentioned to account for that
limited impact include weak civil society capacity to participate, restrictions to the freedom
of expression of actual and potential stakeholders and poor communications, all of which
tended to be accentuated by the modalities of the consultation process itself (such as limited
access to the documents under discussion, absence of choice between alternative policy
options and of discussion of the tradeoffs involved, insufficient time, strong government
involvement in the process etc.). As aresult, it does not seem that the process led to broad
based owner ship of the PRSP, even within government broadly defined, although it is
definitely owned by the relatively narrow circle of civil servants most closely associated with
its drafting.

Guinea’sPRSP isgenerally viewed as a good “document” in the sense that it contains all
of the expected building blocks and that it adopts a comprehensive definition of poverty,
identifies expected pro-poor outcomes in some specificity and contains el ements of along



term perspective. At the same time, it suffersfrom critical weaknesses which have limited
its usefulness as an operational roadmap for policy making to date. In particular, its
analytical contents are poor, providing few insights on the links between policy actions and
poverty/growth outcomes. The macroeconomic framework is based on overoptimistic
assumptions, and not well integrated with the rest of the strategy, and sources/factors of
growth receive only limited attention. Furthermore, there is a general sense that the policy
agenda contemplated in the PRSP is at variance with the government’ s implementation
capacity, and that it is insufficiently prioritized, including in the sense that it does not offer
guidance to solve tradeoffs between competing objectives or contingency plans to adapt to
changes in the external environment.

Thejoint staff assessment of Guinea’s PRSP fell short of meeting several of its purposes.
It offered a balanced assessment of the PRSP’ s contents and was candid in pointing out many
of the areas that required continued attention from the authorities going forward, which was
valuable to the authorities. However, it was less candid in its description of the participatory
process and in itsvery favorable assessment of it. Likewise, its assessment of implementation
risks was not fully candid. In both cases, the JSA was at odds with the perceptions of most
nongovernmental stakeholders on the ground. The JSA did not seek to incorporate inputs
from other parties than the authorities and received very little dissemination in Guinea. Thus,
most stakeholders were either unaware of it or viewed it as irrelevant. IMF Board members,
when reviewing Guinea s PRSP, made few references to the JSA, but when they did,
accepted its appraisal at face value.

Limited changes have been observed in the IMF’ s way of doing business under the
PRGF. Some efforts were made in the early days of the initiative to undertake limited
qualitative social impact analysis of key elements of the program, but they have faltered
since. There is also evidence that more policy space is given to the authorities in the
negotiation of structural conditionality, and that meeting macroeconomic targets by
sgueezing socia spending is now viewed by the IMF as an unsustainable strategy, that
should not be supported. At the same time, IMF staff’ s outreach efforts to explain the
rationale for the PRGF-supported program to a broader audience than the authorities have
been very limited. Critically, the IMF failed to use the opportunity of the PRSP process to
make sure that key policy issues and tradeoffs in its areas of competence were duly aired and
debated. Key explanations for these shortcomings include lack of time and staff resources,
reluctance of the authorities and lack of clarity about what was expected of the staff in what
was meant to be a government-led process if some key policy issues were not emerging in
the public debate.

The design of the PRGF-supported program reflects some progress towar ds
most of the seven key features supposed to distinguish the PRGF from the ESAF,
but it is still along way from being fully embedded in the PRSP:

Alignment: The PRGF was approved before the finalization of the PRSP, and its original
framework adopted as macroeconomic framework of the PRSP. That framework, however,
was overtaken by adverse shocks, so that by the time of the first review of the program, there
was a clear mismatch between the macro framework of the PRGF-supported program, which



had been updated, and that of the PRSP, which had not. Consequently, the latter did not
provide guidance as to how to handle tradeoffs required by such shocks, leaving the PRSP
underfinanced and with unattainable macroecoromic objectives. Regarding structural
policies, by contrast, the PRGF-supported program and the PRSP are broadly aligned.

Program design did protect priority sector spending and allowed for substantial
flexibility in fiscal targets, both to accommodate higher pro-poor spending and in
response to shocks. However, that flexibility was not always present in the initial
program design and instead often resulted from ex post adaptations which, not being
determined on the basis of fully transparent criteria, gave rise to misunderstandings
and criticism of arbitrariness, both with the authorities and with the donor
community. Also, problems remain with the efficiency and targeting of “pro-poor”
spending.

Structural conditionality was noticeably streamlined in the sense that the number of
formal conditions in the program declined and that they became more focused on
IMF core competencies. Conditionality was streamlined in areas where either the
authorities had demonstrated strong ownership of the reform agenda or an
understanding was reached with the World Bank to make it the “lead agency” in that
area. Within that framework, significant emphasis was put on governance and public
accountability. However, this trend coincided with the proliferation of informal
conditionality, frequently imposed in the context of interim programs negotiated to
return “on-track.”

Areas where progress has been lacking include the use of poverty and social impact
analysis in program design, and the realism of key underlying macroeconomic
assumptions.

Collaboration between the IMF and the World Bank was significantly enhanced at the
working level from late 1999 onwards, thanks to systematic joint missions to the country and
aclear articulation of respective “lead agency” responsibilities, leaving few areas of overlap.
However, collaboration in connection with the streamlining of conditionality turned out to be
unhelpful to the achievement of the desired reform outcome, critically in the area of SOE
reform. Thisresulted in part fromlack of country ownership of the reforms concerned, but
also from differences in approach to conditionality and lending instruments between the
Bank and the Fund that implied limited leverage in the timeframe relevant for the Fund-
supported program

The impact of the PRSP has been limited to date, in part because its implementation has
been hindered by substantial shortfallsin external financing, but also for lack of government
initiative. Impact on the policy making process is visible only, to some degree, in the
budgetary process, where priority sectors have been protected, and through some progress in
decentralizing revenues and spending authority. Impact on program ownership and on the
policies adopted is, likewise, hard to detect, including in areas, such as governance, which
the PRSP process identified as critical. Impact on donor coordination has been elusive, as
most donors have taken await and see attitude towards the PRSP process, while reducing



their aid owing to governance-related concerns (including in the political arena). More
critically, the sustainability of the processis far from ensured, as two years after the adoption
of the full PRSP, there were no clear institutional arrangements for its implementation, nor
for its monitoring, let alone its adaptation over time. Thus, whatever has taken place in these
three areas has been neither transparent nor participatory.

Themain lessons arising from this case study are as follows: (i) initial expectations—of
the authorities, civil society and donors alike—of what the PRSP process could deliver in the
short term in the Guinean context were probably too high given in particular the political
context and the fragility of macroeconomic stability; (ii) for PRSPsto be effective as an
operational roadmap for policy making, they need to provide strategic guidance for setting
priorities among competing demands and for solving unanticipated tradeoffs. They aso need
to be backed by working institutional arrangements for their implementation, monitoring and
regular ypdating; (iii) in their assessment of PRSPs, the staffs of the IMF and the World
Bank should focus on whether or not these elements are present at |east as much as on
generic contents and process requirements. In the latter area, they should strive to appraise
candidly whether the objectives of these requirements are met, not just whether they are
superficialy observed. Taking into consideration the views of local stakeholdersin the JSA
process could help reach a balanced and candid assessment; (iv) IMF staff needs to be
proactive in the formulation of the macroeconomic framework of the PRSP to ensure that it
offers a suitable basis for the PRGF-supported program. Without restraining the policy space,
it should in particular ensure that major policy issues are discussed, alternative options
considered, and likely tradeoffs considered; (v) IMF staff need to be more explicit about the
criteria taken into account to reconcile macroeconomic stability and pro-poor/pro- growth
policies in the formulation and monitoring of PRGF-supported programs; (vi) streamlining
conditionality has two distinct dimensions: enhancing ownership and improving the division
of labor between the IMF and the World Bank. With regard to the first, problems can arise if
the PRSP is overly vague about the strategy envisaged, thereby leaving the key elements to
be addressed as part of negotiations on the PRGF-supported program. On the second, the
integration of Bank and Fund conditionality can be highly complicated in practice and the
assumption that conditionality will be more effective simply by letting the Bank take over
responsibility for conditionality in areas where the Fund is reducing its direct involvement
may not be warranted, as the example of conditionality on state enterprise reform illustrates.



. INTRODUCTION AND COUNTRY BACKGROUND

1 This report analyzes the experience of Guinea with the Poverty Reduction Strategy
Paper (PRSP) process as well as the negotiation and implementation of a program supported
by the Poverty Reduction and Growth Facility (PRGF).The focus of the report is on

eva uating the performance of the IMF in supporting the PRSP and PRGF initiatives, not on
appraising the authorities’ policies.®

2. The analyses presented here are based on a variety of sources, most notably:

(1) published and unpublished IMF and World Bank documents relevant to the Guinean
PRSP and PRGF-supported program; (ii) material produced by Guinean stakeholders at
various stages of the PRSP process; (iii) interviews with key IMF and World Bank staff
members involved in Guinea over 2000-2003; (iv) interviews with a broad spectrum of local
stakeholders in the context of an IEO team visit to Guinea; and (v) alocaly administrated
survey of around 150 local stakeholders representing Government, civil society and
international partners.®

! Nor does the report attempt to assess the role of the World Bank, although a number of
issues relevant to the World Bank are addressed in the context of Guinea' s PRSP and
PRGF-supported program. Consistent with the IEO’ s terms of reference, in order to avoid
interfering with “ongoing IMF operations,” IMF operations have been not been reviewed
beyond end-2002. However, developments on the ground (including progress under the
PRSP approach) have been taken into account through end-2003.

2 The team comprised Ms. Isabelle Mateos y Lago (Head), Mr. Jeffrey Allen Chelsky and
Mr. Kerfalla Y ansane (Consultant). The mission visited Guinea from April 21, 2003 to
May 4, 2003 and held meetings in Conakry (the nationa capital) and in Mamou (one of eight
regional capitals). Stakeholders met by the mission included the Minister of Economy and
Finance and Governor of the Central Bank as well as key senior staff under their authority;
severa current and former cabinet ministers involved in the PRSP process as well as their
senior staff; members of the key thematic groups involved in the formulation and monitoring
of the PRSP; representatives of various republican ingtitutions, in particular the National
Assembly, the Economic and Social Council and the National Anti-Corruption Committee;
local government officias; key donors (Canada, European Union, France, Germany, Japan,
UNDP, United States and the World Bank); and a cross section of civil society groups,
including academics, the business sector, labor unions, local ard international NGOs,
political parties (majority and opposition), the private press, and religious organizations
(Christian and Muslim). A full list of people interviewed has been kept in IEO records but is
not reproduced here to preserve interviewees aronymity, as requested by many of them.

3 The results of the survey are highlighted in the main text of this report. Full results are
presented in Annex I1.
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3. The report is structured as follows:. the remainder of Section | provide brief
background information about Guinea. Sectionll offers an appraisal of the PRSP formulation
process and of the document itself, focusing on aspects relevant to an evaluation of the IMF's
role. Sectionlll assesses the extent to which programs supported by the PRGF in Guinea
differ from those under the Enhanced Structural Adjustment Facility (ESAF). SectionlV
assesses the impact and sustainability of the PRSP/PRGF approach for Guinea. SectionV
summarizes the main points of the assessment and attempts to draw lessons of more genera
applicability.

A. Country Background

4, Guinea, with a population of around 8.5 million, is richly endowed with natural
resources, particularly bauxite and gold. However, the isolationist and central planning
policies pursued from the early 1960s to 1984 held back its economic development and
integration in the world economy. Since then, some catch up has occurred, but poor transport
and communications infrastructure, unreliable utilities supply and rampant corruption have
undermined private sector devel opment, leaving the economy heavily dependent on a narrow
mining sector for both tax and export revenue.

5. Since the mid-1990s, Guinea has enjoyed annual real GDP growth of between 4 and
6 percent and inflation has averaged about 5 percent. Growth fell in 2000, owing to a series
of exogenous shocks, while inflation accelerated due to higher oil prices and a significant
depreciationin the Guinean franc. However, in 2002, GDP growth recovered to over

4 percent and average inflation slowed to 3 percent.*

6. Despite this relatively stable macroeconomic environment, socia indicators are very
weak. In 2002, Guinea was ranked 159 out of 173 countries in UNDP' s Human Devel opment
Index (up from 174 in 1992), with a GDP per capita of only US$550. Almost two-thirds of
the population isilliterate and over 40 percent live below the poverty line. While civil wars
and political instability have been ongoing in many of the surrounding countries, Guinea
itself has had the same Head of State since 1984 and has been relatively stable under his
leadership. However, neighboring conflicts have, on occasion, spilled across the border, with
negative consequences for economic and social conditions in Guinea.®

7. Guinea s mgjor macroeconomic challenges are in the fiscal area. While the general
government deficit has averaged under 3 percent of GDP since the mid-1990s, central
government revenue mobilization is weak (under 12 percent of GDP), particularly given

4 See Annex |, Table 1.

® In recent years, Guinea has had to cope with spending pressures associated with a
significant influx of refugees from neighboring Sierra Leone, Liberia and Céte d’ Ivoire
(estimated at its peak at between 5 and 10 percent of the Guinean population). Beyond the
associated direct humanitarian costs, defense spending has also had to respond to security
concerns along Guined' s borders.
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Guined s development needs. The underperformance of revenue is, to alarge extent, the
result of weak tax administration, widespread corruption and extensive use of tax
exemptions. This has been compounded by generally weak and nontransparent public
expenditure management and a narrow but costly and nontransparent state-owned enterprise
sector. The net effect has been to undermine the government’s ability to finance quality
spending in priority socia sectors.

B. Relations with theMF and the Donor Community
History of use of IMF resources

8. Guinea started using IMF resources in the second half of the 1980s, in support of the
efforts of the new regime to liberalize the economy. Since 1987, Guinea has drawn
exclusively on concessional resources, with one arrangement under the Structural
Adjustment Facility (SAF), two arrangements under the ESAF, and more recently a
three-year arrangement under the PRGF. Performance under these successive arrangements
was generally poor. As aresult, none of them could be disbursed fully, even after allowing
for substantial extensions of the commitment period, as happened for the 1991 and 1997
arrangements under ESAF (which expired respectively in1996 and 2001; see Table 1).
Indeed, owing to a combination of exogenous shocks and lax fiscal discipline, most
programs, including the current one, went back and forth between “on-track” and “ off-track”
status, with a series of ad hoc programs monitored by the staff in between.

0. The 1997-2001 program focused on reforms in public finance and in the monetary
and banking areas, with significant emphasis on tax and customs administration and a
reduction in tax exemptions. It aso contained conditionality in the areas of trade, public
enterprise reform, governance and anti- money laundering, along with measures to reduce the
size of the civil service.® A new 3-year PRGF arrangement (the design of which is analyzed
in depth in Section I11) was negotiated in early 2001 and approved by the Board in May. It
went off-track soon after, so that the first review could not be completed until July 2002,
seven months behind schedule, and after implementation of a four- month “consolidation
plan.” Slippages resumed immediately after the completion of that review, thistime
concentrated in the areas of public expenditure and monetary policy. After afew
unsuccessful efforts to correct the course, the program went off-track in December 2002.

® The third (and last) annual arrangement under this program was approved by the Executive
Board in December 1999, after the formal transformation of the ESAF into the PRGF. Thus,
even though the arrangement was designed and negotiated under the ESAF framework, it
was approved as an arrangement under the PRGF. There is no explicit reference in the
arrangement to an evolution toward the PRGF framework. Nonetheless, third year program
conditionality was focused largely on the IMF s traditional areas of expertise and placed
strong emphasis on improving governance and the quality of public resource management.
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Relations with the donor community

10. Guineais a heavily indebted poor country (HIPC), which reached its decision point
under the HIPC initiative in December 2000 and started receiving interim assistance at that
time.”

Table 1. Landmarksin IMF, PRSP, HIPC, and WB Operations

IMF PRSP HIPC World Bank
January 1997 ESAF, firstAA (PFP 97-99)
November 1997 CAS
March 1998 ESAF, second AA
December 1999 ESAF, third AA (PFP 99-01) Prelim doc
October 2000 I-PRSP compl eted
December 2000 Firstreview of third AA JSA on |I-PRSP Decision point
under ESAF
May-July 2001 Three-year arrangement CASPR
under PGRF SAC IV
January 2002 PRSP completed
July 2002 1st review under PRGF JSA on PRSP
June 2003 CAS

Source: IMF and World Bank.

AA: Annual Arrangement SAC: Structural Adjustment Credit
JSA: Joint Staff Appraisal CAS: Country Assistance Strategy
PFP: Policy Framework Paper CAS PR: Country Assistance Strategy Progress Report

11.  TheWorld Bank is the first source of concessional financing for Guinea, with IDA
accounting for approximately one-quarter of net official development assistance (ODA) in
2000 and 2001. Beyond IDA, the donor community is fairly narrow.® Since late 2001, in light

" According to the staff report on the 2003 Article IV consultation with Guinea (IMF, 2003a),
the earliest the country could reach its completion point under the enhanced HIPC initiative
isat end-2004, contingent upon the prior establishment of a satisfactory track record under an
IMF-supported program and compliance with the other triggers for the floating completion
point.

8 Guinea' s main providers of ODA are France, the United States, Japan, the European
Commission, Germany and Canada (in order of decreasing importance). On average,
between 1999 and 2001, bilateral assistance accounted for just under one- half of gross ODA
flows.
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of concerns with the quality of governance, most donors have scaled back their assistance
and refrain from providing general budget support (although Guinea has been receiving
interim assistance under the HIPC initiative in 2001 and 2002—see Figure 1 below). Thus, at
the time of the IEO evaluation, Guinea was going through a period of relative aid drought,
which may have colored domestic stakeholders perceptions of the PRSP/PRGF initiatives to
some extent.

Figure 1. Share of General Budget Support and Project Financing in

Gross Externd Financing Flows
(Inmillions of U.S. dollars)

250 .
200
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0 T | | T T
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Sources: IMF staff reports, and I1EO calculations.
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C. Past Participatory Efforts Towards Poverty Reduction

12. Strategic efforts towards poverty reduction picked up in 1995, following the release
of data which ranked Guinea at the very bottom of UNDP' s human devel opment index, when
the Guinean authorities embarked on the drafting of a National Human Devel opment
Program. The following year, in order to better understand the reasons for the country’s very
weak social indicators, the authorities launched a major consultation exercise to articulate a
national strategy for sustainable development and poverty reduction, with support and
encouragement from the World Bank. This exercise resulted in the production of along-term
development strategy entitled “ Guinea Vision 2010,” in which the Government committed
itself to invest in human capital and promote good governance. The 1997 World Bank
Country Assistance Strategy for Guinea built on and further expanded this process, which
culminated in a National Consultative Forum at which participants were asked to rank their
policy priorities for poverty reduction. In order of descending importance, the top priorities
identified by participants were: rural development, access to basic education, access to
primary health care, development of local entrepreneurship and improved governance.

13. These priorities were subsequently embodied in the medium-term expenditure
framework (MTEF) which the authorities began implementing in 1998 with repect to
education, health, rural development and road infrastructure. In 1999, the application of the
MTEF was expanded to include three additional priority sectors—justice, urban
development, and “housing and social affairs.”
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1. APPRAISAL OF PRSP FORMULATION AND CONTENTS
A. ThePRSP Formulation Process’

14.  Guinea presents certain characteristics which made the formulation of a participatory
PRSP particularly chalenging, in particular its political history, the low literacy rate of its
population, the scarcity of autonomous CSOs and their limited technical capacities, the
prohibition of private radio and television, and the limited circulation of newspapers,
especially outside of the capital city. Given these circumstances, it would have been
unrealistic to expect the process of formulating Guined s first PRSP to meet right away the
objectives of broad-based participation, empowerment of the poor, and broad country
ownership. The process did, however, offer some progress in that direction.

A country-driven process

15.  The Guinean PRSP, or SRP (Stratégie de Réduction de la Pauvreté) asit is localy
known, was the output of a process designed by the authorities with limited inputs from their
international partners. The authorities indicated that they had not felt under pressure to adopt
a process that they did not genuinely favor.

16.  The SRP was drafted entirely by Guinean stakeholders—in practice a small team of
civil servants from the planning and finance ministries—on the basis of various inputs
derived from the participatory process. International partnerstook part in the exercise
alongside domestic stakeholders. They occasionally offered inputs and, in some cases,
technical and/or financia support (especially the AfDB, the World Bank, UNDP and the
Germanand Canadian cooperation agencies), but they did not exercise control over the
contents of the SRP. The IMF s involvement in the process was particularly limited (see
Box 1). It is also clear from the authorities' selective handling of the criticism of the I-PRSP
made in the joint staff appraisal (JSA) of that document that they did not fee under any
obligation to address each point in the manner suggested by the staff of the IMF and the
World Bank (see Annex1V). In these respects, the formulation of the PRSP was “ country-
driven.”

Broad-based consultations, but limited participation in framing the strategy

17.  The participatory process took place for the most part from mid-2000 to late 2001. It
relied on a variety of techniques to get feedback from several stakeholder groups on key
building blocks of the PRSP, which were either prepared from scratch by senior officials
from the planning ministry or carried over from previous strategic planning exercises, as
summarized in the I-PRSP. These techniques included multi-stakeholder working groups
bringing together representatives of government, civil society, the private sector, and
international partners; ad hoc workshops held at the nationa and regional levels; and
consultations of grassroots communities in various parts of the country. There is a genera

® See Annex |11 for adescription of the PRSP process implemented in Guinea.
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sense within the donor community that the authorities invested alot of time and effort in this
process, and that, on the paper at least, the design adopted deserves high marks. However, its
practical implementation in the Guinean context limited its relevance, especially as far as
actual participation by civil society was concerned.*® Indeed, it was frequently pointed out,
by civil society representatives and donors alike, that the format of the consultations made it
very difficult, if not impossible, for most participants to have a substantive input into the
formulation of the poverty reduction strategy, although the process did give participants a
forum to expose their perception of poverty and to express their needs. Three reasons for this
were emphasized in interviews.

Box 1. IMF Input Into the PRSP Process

The IMF sinput into the Guinean PRSP process was limited, especially past the stage of the
[-PRSP. Up to that stage, the IMF s Resident Representative had numerous exchanges with the
coordinator of the PRSP exercise, who told the evaluation team that he particularly appreciated
his advice on the process, without feeling pressured to treat the advice as requirements. | nputs
from IMF headquarters took the form of an informal policy dialogue between staff missions
and the authorities, as well as with arange of civil society groups. After the I-PRSP was
issued, however, the involvement of the IMF in the formulation of the PRSP became limited to
passively observing the process except for an intervention of the IMF mission chief for Guinea
a the National Workshop where the draft full PRSP was presented to the public in July 2001.
The IMF did not provide technical assistance related to the PRSP during the period of its
formulation (or since). In interviews, IMF staff emphasized that they had chosen to limit their
involvement as much as possible, under the assumption that doing otherwise might interfere
with country ownership, as well as because the time and resource constraints that they face
force them to prioritize their activities. The changein “IMF behavior” between the two periods
appears to reflect primarily individual differences in interpreting the existing guidelines, with
both interpretations readily accommodated by the internal review process. Interestingly,
virtually all stakeholders interviewed in Guinea, particularly those involved in thematic groups,
wished the IMF had been more active in the PRSP formulation exercise. The experience of the
period leading to the I-PRSP further suggests that a somewhat more extensive involvement by
the IMF, at least in terms of framing the debate on major macroeconomic policy issues, would
not have impinged on country ownership. Asked whether they agreed that the IMF' s
involvement in the PRSP process had been very helpful, just half of the respondents answered
affirmatively. Over a quarter of al respondents (40 percent of civil society) answered that they
did not know. All respondents who disagreed that the IMF had been helpful blamed it on an
insufficient IMF involvement.

10 The survey of participantsin the PRSP process indicates that only about 35 percent of
respondents from civil society consider that the group of stakeholders to which they belong
was adequately consulted.
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18. First, even though Guinea does have a participatory tradition, this tradition is not one
that is conducive to the free expression of views in the presence of government
representatives, especially when it involves criticizing the policies and actions of the
government. Thus, a consultation process relying predominantly on large popular gatherings,
orchestrated by senior civil servants and, frequently, involving cabinet ministers themselves,
had limited effectiveness in getting the population to express anything but a broad
endorsement of the policies put forward by the authorities without alternative choices.

19.  Second, in most instances, participants in PRSP process events reported having had
little time to think through the issues being presented, and much less to discuss them among
themselves or with the constituencies they were supposed to represent. Thus, even leaving
aside technical capacity constraints, participants practical ability to make a constructive
criticism of the government’s proposals, let aone to formulate alternative onesor to figure
out the tradeoffs at stake, was very limited. Their options were restricted to endorsing or
rejecting the government’ s proposals, or at best to adding wishes to the priority actions listed.
In addition, in most of the workshops organized at the national and regional levels at various
stages of the process, the large number of participants (usually over 100) made it impossible
for most of them to participate substantively in the discussion. **

20.  Third, questions have been raised about the representativeness of the membership of
the eight thematic groups in charge of drafting the contributions on the basis of which the
I-PRSP would evolve into a full PRSP. On paper, the three key stakeholder groups—
government, civil society and donors—were represented in each of these thematic groups. In
practice, however, the individuals designated to represent an institution or constituency often
did not consult on aformal, regular basis with other members of that institution nor report to
them as to the nature and substance of the work being done in the thematic groups.? A
noteworthy exception was the National Anti-Corruption Committee, whose representative in
the thematic group on “Decertralization, Governance and Capacity Building” consulted
regularly with other members of the Committee about the activities and debates of the
thematic group. As regards the representation of sectoral ministries, while some internal
debate did take place at the top of the hierarchy regarding the stance taken in thematic group
meetings, only limited efforts were made to involve the broader administration in those
discussions.

21. Moreover, the organizations called upon to represent civil society were themselves
sometimes of questionable representativity—a problem made worse by the rather limited
number of dots alocated to civil society in the thematic groups (on average, 4 out of

11 Several of these workshops involved working sessions where participants were split in
groups of 20—25 . Discussions were reportedly more active and candid in those sub-
sessions, but typically not more focused, and their impact is unclear.

12 1n particular, this problem arose with the representatives of the National Assembly and the
University, as well as with NGO representatives (cf. Bah, 2003)
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around 30, of which 2 went to official ingtitutions in the case of the thematic group on
macroeconomic policies).™® Ironically, the institution officially mandated to represent the
interests of civil society, namely the Economic and Social Council, did not have
representatives in any of the initial thematic groups and generally found its own involvement
in the process very unsatisfactory. 4

Value-added of the participatory process

22.  Despite these limitations and concerns, most stakeholders interviewed by the
evauation team thought the PRSP process had added value. In particular, there was a genera
appreciation of the outreach efforts deployed by the government to explain the key planks of
its poverty reduction strategy and stimulate some public discussion of its policies in that
respect. The personal involvement in the outreach process of senior officials, including
cabinet ministers, was commented upon favorably by many of those interviewed. Overall,
both local stakeholders and international partnersin the field felt that the outreach effort had
gone much further than at any time before, if only because it was spread over alonger period
and covered alarger share of the population. ® In addition, it was generally felt that the high
profile of the PRSP process raised awareness throughout the country about some of the most
serious obstacles to poverty reduction—especially poor governance and the importance of
fiscal decentralization and local community empowerment as key elements of an anti-
corruption strategy. Our survey of PRSP stakeholders also indicated that respondents give
high marks to the PRSP process as a conceptua framework.

23. Nevertheless, the extent to which the participatory process actually influenced the
final PRSP is hard to measure. On the diagnosis side, the authorities themsel ves contend that
the PRSP process validated the findings of previous participatory exercises. Regarding the
strategy itself, a systematic comparison of the actions plans envisaged in selected areas in the

13 For the purposes of the participatory process, civil society was defined by the authorities as
including NGOs, labor unions, the business sector, but also a number of official institutions
such as the National Assembly, the National Anti-Corruption Committee, the University, the
National Forum of NGOs etc. I n total, across the 7 original thematic groups, only 22 different
such civil society organizations were represented, of which only 12 different CSOs. Most of
these are reportedly government sponsored or affiliated.

14 This viewpoint was conveyed to the IEO by the President of the ESC. However, the
authorities subsequently indicated that they had sought to involve the ESC in the processin
severa ways, including by asking it to designate representatives to sit in the PRSP thematic
groups and by seeking feedback on the I-PRSP and subsequent drafts of the PRSP.

15 Based on the mission’ s field experience, this appreciation appeared to be particularly
pronounced at the regional level. However, the mission’s contact with local stakeholders was
limited to Mamou, the capital city of aregion which, while chalenged, is not among the
most disadvantaged in the country.
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I-PRSP and in the full PRSP does not suggest that significant changes were made, athough
in some cases details were added and priorities were outlined.

24.  Severa stakeholder groups (e.g. labor unions, chambers of commerce and agriculture,
artisans) that participated in the process indicated that a number of their concerns had been
suitably taken into consideration in the final strategy, and overall close to 60 percent of
respondents to the survey of participants in the PRSP process agreed that the final document
had been adequately modified to accommodate some of their viewpoints. However, an
analysis of contributions made during the workshop on the first draft PRSP held in the
national capital suggests that most were very specific suggestions, targeted at adding or
changing the order of itemsin the sectoral action plans, rather than suggestions of a strategic
nature. In particular, there was limited impact on macroeconomic policy issues (see Box 2),
perhaps reflecting the fact that little effort had been made, including by the IMF, to highlight
key policy tradeoffs in a manner that might have encouraged debate. The elusiveness of the
impact of participation may account for the surprisingly negative view of PRSP stakeholders
regarding the cost/benefit balance of the exercise: overall just over 40 percent agree that
PRSP benefits outweigh its costs. Among civil society stakeholders, that view is held by less
than a quarter of respondents.

25. Furthermore, the extent of ownership of the PRSP achieved by this process appears to
be limited beyond the narrow circle of its authors (i.e., selected members of the PRSP
permanent secretariat and of the eight thematic groups).'” According to the survey of
stakeholders, less than half of civil society participants in the PRSP process fedl that it is
driven and managed by national stakeholders (with 22 percent “strongly disageeing” that the
PRSP is country driven). A similar view was expressed by |eaders of the National Assembly
and the Economic and Social Council, to whom the PRSP exercise appeared driven primarily
by the pressure exercised by multilateral donors (unlike, for instance, the strategic document

* Guinea :Vision 2010'). Even familiarity with the document appears limited.*®

16 See Annex |1V for adetailed comparison of the two documents. The one area we could
identify where the consultative process had led to substantive modifications was with respect
to the strategy for the craftsmanship sector, where affected stakeholders benefited from
substantial technical and financial support from donors, allowing them to deliver in atimely
manner a comprehensive and articul ate development strategy for their profession.

17 To be sure, this probably represents a greater degree of domestic ownership than for the
Policy Framework Paper (PFP), i.e., the PRSP s predecessor at the time of the ESAF.

18 A survey of people who participated in the PRSP process conducted for the purposes of
this evaluation revealed that, even within this presumably better informed population, close
to 40 percent of respondents declined to declare themselves knowledgeabl e about the
document itself (45 percent of civil society respondents). Among the local and foreign NGOs
surveyed for GTZ (cf. Bah, 2003, op. cit.), 70 percent declared having little or no knowledge
of the PRSP (even though 46 percent of those said they participated in some fashion in the
(continued)
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Box 2. Impact of the Participatory Process on the M acr oeconomic Framewor k
of the PRSP

The impact of the participatory process appears to have been especially limited with respect to the
macroeconomic aspects of the PRSP. While it may not be surprising that the large grassroots
consultation events did not provide significant inputsin that respect, even the discussions held within the
thematic group dedicated to macroeconomic policy were limited in scope, according to participants
interviewed. The group reported having active discussions, in which most members participated
(although the IMF resident representative did not attend most sessions).* These discussions led to
identifying asamajor priority the importance of keeping inflation under control, given its negative
impact on the poor. Also among the major preoccupations were enhancing the availability of micro-
credit and the need to mobilize internal resources, but the pros and cons of specific policy alternativesto
achieve these objectives were not discussed in any depth. Moreover, the group did not discussthe
overall macroeconomic framework, let alone hold discussions of quantified trade-offs. Group members
interviewed indicated that they assumed the macroeconomic framework would be set in the context of
PRGF negotiations and that they did not have interactions with either of the teamsin charge of those
negotiations (Whether on the authorities' or on the IMF’s side) or with the PRGF monitoring committee.
Structural reforms of critical macroeconomic importance, such as the reform of state-owned enterprises,
were not discussed either. Furthermore, in the absence of formal interactions between this thematic
group and the more sectoral ones, there was no mechanism to integrate the plans of the latter into the
macroeconomic framework or to ensure that they were conceived within arealistic budget constraint.

1/ The group comprised 30 members, of which 19 from government (mostly from the ministries of
Finance and Planning), seven donor representatives, and four from civil society (one parliamentarian,
one university professor and two NGOs). The IMF was generally represented by the resident
representative’ s research assistant, who was instructed to attend the meetings as an observer. Interviews
with IMF staff involved suggest that the format of IMF representation at these meetings reflected in part
their perception that these sessions did not produce any substantive output.

2/ This Committee is made up of senior civil servants, mostly from the Ministry of Finance and from the
central bank, who were responsible for the implementation of the PRGF-supported program.

26. Some of these limitations were probably inevitable given the circumstances alluded to
at the outset. Others might have been avoided, or at least mitigated, through the choice of
alternative consultation formats, in particular by seeking feedback on the relative merits of
alternative policy options and on how to resolve actual or foreseeable tradeoffs between
intermediate objectives. The fact that the PRSP process was able to build largely, in
substance, on previously drafted development strategies could have been used as an
opportunity to further those dimensions in this new round of consultations. The scope of the
participatory process could also have been enhanced by the use of additional channels of
interaction with the population (including, for instance, by giving a geater role to
representative institutions such as the National Assembly*® and the Economic and Social

formulation process). Thus, actual knowledge of the PRSP within the population at large,
including those who did not participate directly in its formulation, is bound to be limited.

19 various international observers have raised doubts about the actual representativeness of
the Guinean National Assembly. According to the “voice and accountability” governance
(continued)
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Council, by involving in the consultation process civil society organizations with well-
established ties to grassroots communities throughout the country—including in particular
religious organizations—and by encouraging public debate on PRSP-related issues outside of
the government led PRSP process—e.g. in the media or the academic community—instead of
curtailing it. Last, but not least, a more far-reaching dissemination strategy for the finalized
PRSP, using approaches better tailored to the capacity of the population, would aso have
helped deepen ownership (see Box 3 on the PRSP dissemination strategy). It was argued by
some stakeholders in Guinea that time pressures (stemming partly from the authorities' desire
to gain access to HIPC debt relief as soon as possible) and cost constraints played a part in
the design and implementation choices made by the authorities. However, the evaluation
team’ s exchanges with the authorities do not suggest that these constraints were determining
factors in the design of the process, but rather that many of the “limitations’ of the PRSP
formulation process as noted above relate to the authorities' understanding of the concept and
purpose of participation. 2°

27. It should be noted that the Joint Staff Assessment (JSA) of the full PRSP was not
particularly helpful in conveying the constraints and limitations of the participatory process.
Indeed, even though the JSA guidelines explicitly require the staffs to describe, not evaluate,
the participatory processes implemented by country authorities, the JSA of the Guinean
PRSP not only failed to provide a candid description of the process, but did in fact convey a
very favorable assessment (see Box 4). In addition to flagging the participatory formulation
process as one of the main strengths of the PRSP, the JSA noted that “civil society
participated effectively,” and that the process led to “a genuinely country-owned strategy.” In
the view of the evaluation team, for the reasons discussed above, both of these judgments are
guestionable. A more candid assessment would have helped to inject a greater note of realism
as to what such a process was likely to achieve in a country like Guinea, while till
recognizing the progress that was achieved. Interestingly, these limitations were
acknowledged by IMF staff more candidly ayear later: the report on the 2003 Article IV
consultation with Guinea noted that: “The [PRSP] consultation process needs to be deepened

indicator constructed by Kaufmann, Kraay and Mastruzzi (2003), only 12.6 percent of
countries worldwide rank below Guineain that respect. This reflects in part the fact that in
the last two national elections, severa significant opposition parties refused to participate and
therefore are not represented. Be that as it may, the National Assembly is, within the limits of
the Guinean political system, one if the institutions that represents the largest share of the
population. In that sense, securing a deeper involvement of its members in the PRSP process
might have made a significant difference.

20 |n that connection, it is telling that the authorities themselves refer to the popular
consultative workshops as “validation” exercises.
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in the face of the weak civil society, low literacy rates, and difficult communications within
the country, so as to contribute more substantively to the process.”?

Box 3. The PRSP Dissemination Strategy

The Guinean PRSP is over 200 pages long, and written in relatively technica language. While
the PRSP was made public soon after its adoption by posting it on the website of the IMF (in
English only), as of early 2003, the authorities had printed only about 500 copies of the
document, which were disseminated primarily to ingtitutional partners (both domestic and
foreign). Scarce and expensive copying capacities implied that physical access by the broader
population to the document was severely limited. Indeed, outside of government circles, most
people interviewed by the IEO in Guinea indicated that they either had not been able to obtain
acopy of the PRSP, or had obtained one through “informal” channels. Even members of the
National Assembly and the Economic and Social Council expressed frustration with the way in
which their institution was given access to the final document (i.e., upon specific request, with
considerable delay and without having an opportunity to debate it in aformal session 1/).

Various communication campaigns around the PRSP were organized, notably in the public
media. However, the limited communication materia that the evaluation team was able to
review suggest that these campaigns offered less a clear presentation of the main planks of the
strategy than broad sensitization about the government’ s efforts towards poverty reduction.
Pans to produce alayman’s version of the PRSP, abridged and simplified, had yet to be
implemented when the team visited Guinea, over ayear after the adoption of the full PRSP by
the Government. A website dedicated to the PSRP had been set up not long before, but its
audience is small given Guined s qualitatively and quantitatively very limited internet access
resources (according to the latest data available, there were under 2000 registered internet users
in Guinea. As of June 10, 2003, the PRSP website had registered only 190 “hits.”)

1/ Inthe latter case, however, an informal session was organized in mid-2002 at the initiative
of the government specifically to debate the PRSP.

21 Interviews with IMF staff involved at the time of the JSA suggest that they were fully
aware of the constraints and limitations of the process, but felt that the authorities efforts
were sufficiently noteworthy—aboth in the Guinean context and in a cross country
perspective—to be encouraged and presented as exemplary, even if that involved glossing
over some inevitable shortcomings. They also assumed that Board members should be
sufficiently familiar with the country context to be aware of the limitations in spite of that
treatment.



-22-

Box 4. Joint Staff Appraisal of the Guinean PRSP

The main purpose of the JSA isto indicate to the Boards of the IMF and the World Bank whether and
why a PRSP provides a suitable basis for the provision of concessional assistance by these institutions.
At the sametime, it is expected to provide guidance to the authorities as to how their PRSP might be
improved going forward, and to provide a useful common reference to donors and to civil society
stakeholders, to be factored intheir own assessment of a country’s poverty reduction efforts.

In Guinea, the JSA was drafted collaboratively, in the field, by the IMF mission chief and the lead
country economist of the World Bank. Sections falling squarely within the mandate of either institutions
(e.g. on the macroeconomic framework or on poverty diagnosis) were drafted separately. Sections on the
participatory process, ‘targets, monitoring and implementation’, and ‘ expenditures, financing and risks'
were written jointly. A draft of the JSA was submitted to the authorities, and most of their comments
(which wererelated to the participatory process) were taken into account. Neither a draft nor the thrust
of the JSA were discussed prior to its finalization with other local stakeholders than the authorities.

The JSA of the Guinean PRSP was very praiseful concerning the participatory process, which it
considered to be the PRSP’ s main strength. To back up that assessment, the JSA described the main
features of the processin a manner which was factually accurate, but lacked the elements of context
necessary to appreciate the practical limitations of that process. In effect, the description provided by
the JSA was a repetition of what was provided in the PRSP itself, with the exception of sone key
practical limitations alluded to in the PRSP, but not in the JSA, such as the lack of resources for the
financing and production of communications activities and the government’ s control over the radio and
television. Asfar as the contents of the PRSP are concerned, by contrast, the JSA pointed out both the
efforts made by the authorities and the shortcomings that required further attention (see Section B).

The relevance of the JSA to its main target audiences appeared limited. During the discussion of
Guinea s PRSP at the IMF' s Executive Board, very few Directors referred explicitly to the JSA.
Likewise, interviews with members of the local donor community and civil society stakeholders suggest
that the JSA has been of limited relevance to them. Indeed, donors made clear that they did not view the
JSA as akey referencein their own appraisal of the strengths and weaknesses of the Guinean PRSP, nor
asacentral element in their decisions regarding their own financial and technical assistance programs.
They further indicated that they were well aware of both the limitations of the PRSP and of the
mitigating factors, and that they would have welcomed an opportunity to react to the JSA ahead of the
Board meeting in order to convey their views to Board memnbers. Civil society stakeholders were
essentially unaware of the existence of the JSA, but expressed some disbelief at its contents when
informed of it, asthey felt it did not reflect agood understanding of country realities as far asthe
participatory process was concerned. By contrast, the authorities appeared both familiar with the thrust
of the JSA and keen to address the shortcomingsidentified in it. In fact, several actions taken since the
JSA wasissued, such as the setting up of athematic group on “Evaluation and Monitoring” in October
2002, and various measures taken in the field of budget execution, go some way in that direction.

1/ For instance, it mentioned that Guinea had a “well -established participatory tradition”, without
specifying that it was deeply rooted in Guinea s two-decade long experience of single-party people’s
democracy ; it mentioned that the process ensured “representation of all branches of government and
civil society”, on the basis of the nominal involvement of selected members of these groups in parts of
the process, without ever questioning from where their representativity or putative influence on the
process stemmed.

2/ Cf. Guinea PRSP (IMF, 2002a), Annex II, Attachments1Il, and V.
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B. Contentsof the PRSP

28.  The Guinean SRP formally meets both the content-related and the more conceptual
features explicitly set out in PRSP guidelines.? In particular, it contains all the suggested
building blocks, namely: a description of the participatory process; a poverty diagnosis;
targets, indicators and monitoring systems; priority public actions, and a macroeconomic
framework. Moreover, the SRP approaches the problem of poverty from a comprehensive
perspective, and the strategies embedded in it are suitably results-oriented in the sense that
the expected outcomes are clearly identified. Thereis aso a general sense among PRSP
stakehol ders that these are outcomes that benefit the poor.2® Finally, while focused on the
near term policy agenda, the SRP also contains elements of a long-term perspective.?*

29.  These characteristics contribute to the widespread perception within the donor
community and among informed observers that the Guinean PRSP is “a good document.”
Likewise, the JSA reached the standard conclusion that Guinea s PRSP “presents a credible
poverty reduction strategy and provides a sound basis for Fund and IDA concessional
assistance.”

30. However, a number of qualitative shortcomings affected the usefulness of the PRSP
as an operational guide to policymaking. Some of these shortcomings resulted directly from
technical capacity limitations that were insuperable given the timeframe chosen by the
authorities for the formulation of the PRSP. These include, in particular, the use of a
somewhat outdated dataset for the poverty diagnosis, and little analysis of the determinants
of poverty or the links between specific policies and programs and poverty outcomes.® They
were clearly underlined in the JSA. The JSA, however, was less clear concerning what is
perhaps the most important shortcoming from the perspective of the IMF s areas of

22 There is no document explicitly labeled “PRSP guidelines.” However, the guidelines for
JSAs of PRSPs lay out several “expectations’ regarding PRSP contents. Key policy
documents also spell out afew overarching principles to which PRSPs are expected (though
explicitly not “required”) to conform.

23 The survey of PRSP stakeholdersin fact reveals that this is one of the areas of greatest
consensus among respondents, with over 70 percent sharing that view.

24 The long-term objectives of the SRP are not fully aligned with the Millennium
Development Goals. Thisisin part because the SRP took as long-term goals those st in the
‘Vision 2010' exercise, instead of a 2015 horizon for the MDGs, but also because in some
areas (incidence of income poverty, infant and maternal mortality rates), they are less
ambitious than the MDGs.

%> The terms of reference of the thematic groups intended to produce most of the groundwork
for the PRSP explicitly mention such analysis as one of their key tasks. However, they
proved unable to make in depth contributions in this respect.
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responsibility, namely the failure to integrate the macroeconomic framework with the rest of
the poverty reduction strategy.

31.  Thislack of integration reflected two factors. First, some of the projections and
objectives in the PRSP appeared to suffer from alack of realism. Many of those interviewed
by the evaluation team in Guinea—especially, but not exclusively, within nongovernmental
circles—generally found the PRSP targets and objectives to be overly optimistic. Thisview
applied both in terms of long term obj ectives—such as reaching an annual GDP growth rate
of 10 percent by 2010—and short/medium-term ones. This overoptimism was made worse by
the lack of consideration of contingency plans. Second, there was little discussion of the
interactions between macroeconomic and sectoral policies (in particular how sectoral policies
may contribute to reaching macroeconomic objectives, such as revenue and GDP growth, and
vice versa, e.g. the impact of the exchange rate policy on export diversification) or between
sectoral policies themselves Also missing was a discussion of likely tradeoffs between
competing policy objectives. Many private sector and civil society stakeholders, along with a
number of government officials, also expressed the view that the priority actions listed were
insufficient to address the main structural obstacles to growth (including constraintsto
private sector development).?® These shortcomings were unevenly addressed by the JSA.

32. Finally, many stakeholders interviewed—including those who were the most praiseful
about the contents of the PRSP—felt that it was out of touch with existing implementation
capacity. In particular, this judgment applied to the provisions of the SRP related to
indicators and monitoring arrangements (e.g., in the sense that there was as yet no structure
to collect and analyze the data needed to build the indicators envisaged). Similarly, the
priority public actions listed in the PRSP (cf. Annex 1V on PRSP contents), were generaly
felt to exceed the government’ s capacity to deliver, owing to both technical capacity and
financing constraints. Combined with the judgment reported above that, in some key areas,
the priority actions are viewed as insufficient, this suggests lingering deficiencies in
prioritizing them, in spite of some progress in prioritization between the [-PRSP and the full
PRSP.2” The JSA did convey that weak institutional capacity was a risk to implementation,
but without implying that it put the credibility of the PRSP in question, nor suggesting
remedial actions.

26 More generally, less than half of respondents to our survey of PRSP stakeholders agreed
that the document offered an appropriate balance between growth and poverty aleviation.
This makes it the second most criticized dimension of the PRSP in that survey.

27 A number of observers also raised questions of political will to deliver, particularly in the
areas of fiscal decentralization and governance, in view of the strength of vested interests
affected by certain of the reforms planned and of the mixed track record of the authoritiesin
overcoming them.
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I11. APPRAISAL OF CHANGESBETWEEN THE ESAF AND PRGF-SUPPORTED PROGRAMS
A. Program Formulation and Monitoring Processes
Program formulation

33.  Two of the key features distinguishing the PRGF fromits predecessor, ESAF, have
implications for the way in which programs are formulated and monitored.?® The first is that
PRGF-supported programs are to be characterized by broad participation and greater
ownership. The second is that the poverty and socia effects of the main elements of the
programs should be considered at the stage of program design and measured at the
monitoring stage. This section explores how these features were incorporated in the Guinea
case.

34. Regarding the requirement of broad participation and ownership, existing operational
guidance to IMF staff suggests that it is to be achieved primarily by drawing most of the
elements of the program from the country’s PRSP and by showing flexibility in accepting the
government’ s choices whenever it can be done without jeopardizing the fundamental
objectives of the program. In Guinea, this interpretation proved problematic for two reasons.
First, the PRGF-supported program was formulated on the basis of the I-PRSP, which—in
keeping with policy guidelines—benefited from few participatory inputs (the full PRSP was
not finalized until aimost a year later). Internal briefing papers prepared prior to various staff
missions indicated a willingness to adjust program design as needed to reflect the priorities
emerging from the PRSP process. However, in practice, subsequent policy discussions do not
appear to have focused on that aspect, and the changes made to program design were dictated
more by the course of (adverse) economic developments than by attempts to align on the
priorities of the full PRSP.2° The reasons why aligning the PRGF-supported program on the
PRSP proved so difficult in practice are discussed further in Section I11-B on program design.
Second, given the circumstances and modalities of the formulation of the PRSP (particularly
its macroeconomic framework), as discussed in Section |1, it is questionable that simply
drawing these elements of the program from the PRSP would be sufficient to meet the
objectives of broad participation and greater ownership.

35. Greater specific outreach efforts by IMF staff beyond the narrow circle of Finance
Ministry and Central Bank officials traditionally involved in program negotiations could
have helped. While such efforts are neither required nor ruled out by prevailing instructions
to mission chiefs and resident representatives, interviews with those involved and with

28 See IMF (20004).

29 In fact, the JSA notes that the PRSP itself is based on the macroeconomic framework of
the PRGF-supported program adopted 7 months earlier. Moreover, the staff reports on the
PRGF-supported program do not highlight any areas where staff showed flexibility in
accepting the authorities' choices, even though internal guidelines related to PRGF key
features call for staff reports to do so where applicable.
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stakeholders in the field suggest that such outreach efforts were very limited (and more so
than in the earlier period), except towards donors barkers and, to a lesser extent, members of
the National Anti-Corruption Committee.*® Over two-thirds of respondents to our survey of
participants in the PRSP process indicated that they had not had any interaction with the
IMF, and only 23 percent declared themselves familiar with the work of the IMF in Guinea.
In contrast, the few stakeholder groups that reported having had exchanges with IMF
representatives (including labor unions and members of the National Anti-Corruption
Committee), spoke very positively of that experience and indicated that it had given them a
better appreciation of the role of the IMF-supported program in Guinea. To the vast majority
of civil society stakeholders interviewed, however, the thrust of IMF-supported programs and
their implementation is hardly known and even less understood.®*

36.  Within these limits, however, some changes are noticeable. In particular, in early
2001, when the new PRGF-supported program was being negotiated, efforts were made to
discuss potential effects with affected stakeholders.3* These efforts were rather limited in
scope and depth owing to the lack of data and quantitative analysis tools, and it is not clear
that they had any actual impact on program design, but they were neverthel ess appreciated by
local stakeholders involved in the exercise. Regrettably, since then, efforts by IMF and
World Bank staff have diminished, and successive mission briefs limited themselves to

30 The authorities’ lack of enthusiasm for autonomous and direct contacts between IMF staff
and civil society groups, including the media, was mentioned by some staff members
interviewed as a factor behind these limited outreach efforts. However, this should not have
impeded substantive contacts with line ministries, the National Assembly, and other key
actors of the PRSP implementation process. Missions from IMF headquarters typically met
with some representatives of these groups, but according to the latter, these meetings were
more of aformality than an opportunity for substantive discussion. Other factors mentioned
by staff include mission size and length constraints and, in the case of the resident
representative, time constraints forcing him to ruthlessly prioritize his outreach efforts.
These, however, could presumably be alleviated if outreach efforts were deemed worth the
cost.

31 IMF missions ustelly hold press conferences jointly with the Minister of Finance upon
completing their field work, but messages put out are, according to those interviewed by the
evaluation team, too technical for a nonspecialist audience, and the IMF is often perceived,
on those occasions, as cooperating with the authorities to put a favorable spin on a difficult
economic situation.

32 Thus, the staff report indicates that the joint IMF/World Bank mission discussed with
representatives of trade unions, NGOs, the private business community and Parliament the
likely socia impact of the various policies proposed under the new medium term program.
Policies discussed included the anti- inflationary stance of monetary policy, and the
introduction of flexible petroleum retail prices, as well as restructuring and privatization in
the public enterprise and financial sector. The discussions were entirely of qualitative nature.
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indicating that the data and technical requirements of a more substantive PSIA would be
among the topics discussed with the authorities. In effect, most of the technical assistancein
that area was provided not by the IMF (in spite of requests for assistance from the authorities
in the area of economic modeling) or the World Bank, but by the German Cooperation
Agency—GTZ, and IMF staff interviewed indicated having only a distant involvement. The
staff report on the 2003 Article IV consultation with Guinea indicates plans by Bank and
Fund staff to carry out PSIA in afew selected areas over the coming years, but no clear
priorities were established. 3

37. More positively, the authorities reported progress in the IMF s approach to setting
structural conditionality, in the sense that staff was willing to accept the authorities
proposals as a starting point for negotiations regarding reform priorities, sequencing, and
detailed benchmarks for implementation. This judgment is supported by the IEO review of
internal briefing papers, which became less prescriptive over time regarding the details of
structural reforms to be included in the PRGF-supported programs.3* However, as will be
discussed in Sectionl-B, implementation of the streamlining initiative encountered
problems in practice.

Program monitoring and performance appraisal

38. In monitoring and appraising performance under the program, staff started as early as
2000 to put more emphasis on the achievement of spending targetsin priority sectors. Thus,
the first review under the third annual arrangement under the PRGF (in 2000) and the first
review under the new three year arrangement approved in May 2001 were both delayed
primarily because of large shortfallsin priority sector spending, even though in both cases
formal macroeconomic targets were met.*® In both cases, staff ended up recommending that
the reviews be completed on the basis of larger than programmed overall fiscal deficits and
bank financing so as to make room for a catch up in priority sector spending. Likewise, the

33 See IMF (2003a), which notes that “The Bank and Fund’ s respective Guinea country teams
are currently discussing the Poverty and Social Impact Analysis. (...) The selection of the few
reforms to analyze will be based on the importance of the expected poverty and socia

impacts of each reform, the prominence of the issue in the government’ s agenda, the timing
and urgency of the reform and the level of the national debate surrounding the reform

(p.42).” Thereisno direct reference to PSIA in the main text. Nor are the areas for PSIA or
the envisaged division of labor between the Bank and the Fund identified.

34 See Annex |, Table 3.

35 These cuts in scheduled priority expenditure had been initiated by the authorities as part of
an attempt to meet the original deficit target in the face of partly exogenous revenue
shortfalls and expenditure spillovers (in areas such as defense and security but also general
government spending).
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authorities reported a greater willingness of IMF staff than in the past to adjust program
targets, at least partialy, in the face of exogenous shocks (See Annex |, Tables 2aand 2b).

39. However, these changes in approach appear to have been implemented in a context of
limited transparency, 3 which paradoxically led them to be perceived negatively by most
stakeholders. For example, the IMF s new emphasis on poverty reduction and willingness to
adapt program design accordingly was read by the authorities as implying that, from then on,
the approach to program monitoring would be different in that it would give priority to the
efforts made in favor of poverty reduction, even if this involved significant tradeoffs with
macroeconomic targets. While this interpretation was mistaken and not warranted, they
nevertheless felt unfairly treated when subsequent developments (from September 2002
onwards) made clear that the IMF still viewed as necessary conditions for continued access
to IMF resources compliance with quantitative targets in the fiscal and monetary aress,
irrespective of the amount and quality of progress made in the PRSP and structural reform
areas. Meanwhile, some external observers, notably some donors and private sector groups,
who had perceived as complacency the IMF s willingness to allow recourse to monetary
financing to accommodate higher socia sector spending in the face of revenue shortfalls,
welcomed what they saw as a return to orthodoxy, in the sense of giving priority to
macroeconomic stability.

40. In fact, interna briefs and interviews with IMF staff indicate that the line held by
successive mission chiefs has consistently been that poverty reduction efforts should be
accommodated as long as it was not at the expense of risking macroeconomic stability. But
making that determination inevitably leaves substantial room for judgment, and the IMF
failed to make explicit to either the authorities or other stakeholders the specific criteria
underlying its decisions to complete or not to complete scheduled reviews. (The same
criticism applies to decisions related to the extent of accommodation of exogenous shocks.).
This difficulty arose in part because the PRSP process provided limited guidance. For
example, the aim of accommodating increased fiscal flexibility, subject to the constraint of
maintaining macro stability, in effect had to be resolved through a series of ad hoc decisions
on whether to recommend waivers at the time of program reviews. These decisions—and the

36 Although, asin al IMF-supported programs, the formal performance criteria to be met for
disbursements to be made were clearly and openly specified, the response of the IMF to any
dippage from these targets (which was a frequent event), and the analytical basis of that
response, were much less clear (especially because, to bring the program back on track,
interim programs with sui generis conditionality had to be negotiated. Details of these
programs are typically not put in the public domain or even shared with the Executive Board
until the formal program is brought back on track. It was in that context that a number of
stakeholders, including senior officials, indicated that they were unclear about what tradeoffs
the IMF was prepared to accept between the macroeconomic targets and other objectives,
such as the maintenance of priority expenditures. Internal Fund documents indicate that
preserving macroeconomic stability was always a priority, but trandating this into specific
target was not always clear-cut.
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subsequent “consolidation programs’ negotiated in an effort to put the overall PRGF-
supported program back on track (see below)—could not be guided by well-defined policy
priorities established as part of the PRSP process.

41.  Theresult was alack of transparency that encouraged speculation among local
stakeholders (including donors) that the perceived changes in approach and willingness to
give the authorities the benefit of the doubt might be due to political pressures or differences
of approach between individual mission chiefs. Internal documents reviewed by the IEO
suggest that decisions not to complete any review since July 2002 were primarily based on
objective criteria. In particular, the data suggests that risks to macroeconomic stability have
risen dramatically, owing to a combination of exogenous shocks (in particular the downward
trend of mining revenues and security tensions at Guinea' s borders) and policy dippagesin
public expenditures and monetary policy.

B. Design of the PRGF-Supported Program®’
Alignment and consistency with the PRSP

42.  Theobjective of “aligning” the PRGF-supported program with the PRSP is to ensure
that the program is embedded in the overall strategy for growth and poverty reduction
derived from the PRSP. This involves questions of both process and content and, following
the approach of recent IMF policy papers,® two aspects can be distinguished: (i) temporal
alignment (i.e., of the timing and different phases of the program formulation process with
the PRSP cycle and of the latter with the national budget cycle), and (ii) policy alignment
(i.e., whether the program, especialy its macroeconomic framework, incorporates the
strategy set out in the PRSP and is consistent with it).

43.  Asnoted, temporal alignment in itself was a challenge in Guines, as the PRGF-
supported program had to be approved on the basis of the I-PRSP, in May 2001, and then
became the basis of the macroeconomic framework assumed throughout the formulation of
the full PRSP until its finalization in late 2001 (rather than the other way around, as one
would expect under the initiative).>® Even so, by the time the full PRSP was finalized, there
were aready signs that the forward- looking macroeconomic framework was veering

37 The analyses in this section are focused on the program supported by the three-year PRGF
arrangement approved in May 2001 (see IMF 2001a and 2002b). It essentially follows the
“key features’ officialy meant to guide program design under PRGF arrangements.

38 See, for example, Box 1 “Defining the Concept of Alignment” in IMF (2003c).

39 According to the JSA, the full PRSP was based on the macroeconomic framework of the
May 2001 PRGF arrangement and on “the then available information about available
resources and macroeconomic assumptions”.
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off-track, due in part to weak program implementation*° Thus, by the time the full PRSP was
brought to the Board in July 2002 along with the second annual program and the first review
under the PRGF arrangement, macroeconomic conditions and donor resources availability
had changed significantly. These changesin overall conditions were broadly reflected in the
PRGF-supported program, but it was too late to incorporate them in the PRSP. This resulted
in rather large differences between the macroeconomic frameworks of the PRSP and the
PRGF arrangement (see Table 2), and in the PRSP being underfinanced.

Table 2: Macroeconomic Frameworks of the PRSP and PRGF

PRSP First Review Under PRGF
(January 2002) (July 2002) 2/

2001 2002 2003 2004 2001 2002 2003 2004
Real GDP growth (in percent ) 3.3 54 5.7 6.5 3.6 4.2 49 5.2
CPI inflation (year on year change) 9.6 4.2 3.0 2.8 54 3.6 35 3.0
Primary fiscal balance 0.8 1.3 1.6 1.2 0.,7 21 1.6 1.8
Budget balance (with grants) -3.2 -1.3 -0.8 -1.3 -35 -2.5 -4.3 4.1
Current account balance (with grants) -2.6 -2.6 -1.9 -1.3 -3.7 -6.9 -9.0 -8.0
Revenue (excluding grants) 132 139 14.6 15.3 115 12.6 131 135
Nonproject external assistance (in

millions of USdollars) 85 60 61 A

Source: Guinea’ s PRSP and IMF staff reports.
1/ Assumes debt relief under the Enhanced HIPC Initiative.

44, In aletter sent to the heads of the Bretton Woods Institutions as an addendum to the
PRSP ahead of the Board meeting of July 2002, the authorities committed themselves to
implementing the updated macroeconomic framework and indicated that they would seek to
mobilize additional donor resources to bridge the gap between the resources needed to
implement the PRSP and those available at that time. They also indicated that they would
update the macroeconomic framework of the PRSP at the time of the annual PRSP progress
report.*! In support of that strategy, the staffs of the IMF and the World Bank pledged to
assist the authorities in seeking greater external resources in support of the priorities of the
original poverty reduction strategy.

0 The first review under the PRGF-supported program was initially due to be held in
December 2001. Difficulties in bringing the program back on track evertually delayed the
completion of that review until July 2002.

41 As of December 2003, the PRGF-supported program was off- track and no PRSP Progress
Report had been produced.
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45.  Thelack of temporal aignment may have been unavoidable to some extent, in view
of the lack of integration of the PRSP and PRGF-supported program formulation processes.
Once the finalized PRSP had been presented to the public (including to Parliament, as
background to the budget debate), the authorities felt uncomfortable to amend it formally to
update the macroeconomic framework. Perhaps this lack of tempora alignment was not, in
itself, amajor problem. However, the combination of an outdated macroeconomic framework
and the absence, in the PRSP, of elements to guide decision making in the face of a less
favorable macroeconomic outlook than anticipated (as discussed in Chapter 1) led to
substantive difficulties in terms of policy alignment. Specifically, while no additional donor
resources have been forthcoming, the government’ s financial operations have been
proceeding in aframework closer to the one of the PRSP than to the one of the PRGF-
supported program. As aresult, the latter went off track. This experience suggests that, in the
case of Guinea, the staff’ s endorsement of the authorities’ “aid optimism” proved
counterproductive and detrimental to macroeconomic stability. In this case, it appears that
donors’ willingness to provide extra funds hinged largely on noneconomic factors. In the
end, the expected financing was not made available and the “aid optimism,” at least in
hindsight, complicated implementation of macroeconomic policies. It should also be noted
that, at the time the first review under the PRGF-supported program was brought to the

IMF s Executive Board for approval in July 2002, Directors were not alerted candidly to the
magnitude of impending slippages. Consequently, there could not be a candid discussion of
the tradeoffs involved and the appropriate scope for fiscal flexibility.

46. In terms of the alignment of key structural measures, the PRGF-supported program is
broadly consistent with the PRSP, with conditionality focused on the IMF s areas of
“traditional expertise” (i.e., public finances, monetary reforms, and the financial sector) and
over four-fifth of al structural conditions directly linkable to one of the detailed objectives of
the PRSP. While these objectives are formulated in fairly general terms (e.g., “ stabilize
inflation” “increase revenue mobilization” etc.), thereis also a good degree of alignment
between structural conditions and the specific strategies envisaged in the PRSP action plan to
reach the desired objectives, and that degree of detailed alignment increased between the first
and second annual programs under the PRGF (see Table 3). This suggests that the
finalization of the PRSP in between the two programs was taken into consideration.

47.  Aninteresting case concerns the aignment between the PRSP’ s goals and the
PRGF-supported program with respect to state-owned enterprise (SOE) reform. There s little
discussion of aforward-looking agenda for public enterprise reform, including privatization,
in the PRSP, beyond brief references to past reforms in this area and their importance for
promoting private sector development. Nevertheless, because of its macroeconomic
significance, SOE reform continued to figure prominently in the agenda of structural reforms
encouraged by the IMF, and it is only because it was understood that SOE reform would
continue to be promoted and monitored under World Bank operations that conditionality in
this area virtually disappeared from the IMF-supported program between the 1997 ESAF and
the 2001 PRGF. Thisissue is analyzed further when we turn to the issue of streamlining
structural conditionality in SectionlV.
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Table 3. Links Between PRGF Structural Conditionality and the PRSP

Of which with links to Of which with links to
Total number PRSP objectives PRSP action plan
of cond. per In percent In percent
prog. year Number of total Number of total

Request for athree-year arrangement under PRGF (EBS/01/57)

Performance criteria 3 2 67 2 67
Structural benchmark 2 1 30 1 30
Prior actions 3 3 100 1 33
Other 18 16 89 9 50
Total 26 22 85 13 50
First review under the PRGF (EBS/02/126)
Performance criteria 3 3 100 3 100
Structural benchmark 3 2 67 2 67
Prior actions 4 1 25 1 25
Other 26 24 92 17 65
Total 36 30 83 23 64

Source: IMF staff reports and PRSP.

Pro-poor and pro-growth orientation of budget supported by PRGF arrangement

48. Internal IMF guidelines have operationalized the requirement for budgets supported
by PRGF arrangements to be supportive of growth and poverty reduction in three ways:

(i) by reorienting government spending towards activities that benefit the poor; (ii) by
improving the efficiency and targeting of spending in key relevant sectors; and (iii) through
tax policies that improve simultaneously efficiency and equity. *?

49.  Asconcernsthefirst objective, the program originally had only indicative
benchmarks on overall primary expenditure, current expenditure in priority sectors, and
revenue mobilization. The only binding fiscal conditionality was a performance criteria on
the primary fiscal balance. This suggests thai—in the context of the program and the
hierarchy of conditionality (where performance criteria are firmer than indicative
benchmarks)--the higher level of socia sector spending was not a priori protected from
potential shortfallsin revenue (a recurring phenomenon in Guines).*® Nevertheless, as noted

42 See IMF (2002€), for an example of that interpretation.

3 The staff explained to the evaluation team that the noninclusion of the spending on priority
sector among performance criteria was meant to avoid the authorities' rushing spending at
the expense of quality in order to meet such atarget. It is not clear that treating priority sector
spending as an indicative benchmark was the most effective response to those concerns. To
(continued)
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before, in response to shortfalls in budgeted priority social sector spending identified by staff
in May 2000 and October 2001, the authorities were required to implement a “consolidation
program” which aimed to restore priority social sector spending to budgeted levels before the
respective program reviews could be completed.

50.  With regard to broad budget categories, budgeted health expenditures as a share of
GDP rose steadily from 0.3 percent in 1999 to 0.8 percent in 2002. Education expenditures
showed a less pronounced pattern, rising from 1.3 percent in 1999 to 1.4 percent in 2002
(see Figure 2 below).

Figure 2. Evolution of Selected Categories of Public Spending

Evolution of Public Spending in Sdected Areas Evolution of Selected Public Expendiiture
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51.  Asconcernsthe efficiency and targeting of spending in key sectors, the lack of
flexibility with which targets for priority sector spending were applied caused some
problems. For example, representatives of “nonpriority” ministries expressed concern
that--while much of their spending was also “pro-poor” or “pro-growth”—the fact that they
had not received a “priority” designation meant that they had to bear a disproportionate share
of the burden of fiscal consolidation. ** Conversely, in ministries designated as “ priority
sectors,” most of current spending remains devoted to salaries, and capital spending has not
increased.*® Moreover, the authorities complained about facing stiff resistance from the IMF

the extent that the authorities were subsequently required to restore spending to the
programmed level within the few months of a consolidation program, it was also misleading
as to the binding nature of that conditionality and self-defeating in avoiding a spending rush.

4 Likewise, concerns about the efficiency of this expenditure allocation mechanism were
expressed by representatives of departments whose spending is partly priority and partly
nonpriority, such as public works and transportation. This is because capital spending is not
covered by this priority sector based expenditure allocation mechanism.

5 Under the agreed division of Iabor between the IMF and the World Bank in Guines, issues
related with the quality of public expenditure were to be handled primarily by the Bank. The
(continued)



when they decided to make the ministry of civil service a priority sector, having come to the
conclusion that such a move was necessary to implement the governance part of their poverty
reduction strategy.

52. Ontherevenue side, the program targeted increased revenue mobilization through an
expansion of the tax base, improvements in tax administration and reductions in tax
exemptions (consistent with the strategy set out in the PRSP). These measures would
typically enhance both equity and efficiency and, in that sense, be pro-growth and pro-poor.

Flexibility in fiscal targets

53.  Two aspects of fiscal flexibility are discussed here: (i) flexibility in accommodating
higher levels of public spending, consistent with the implementation of the country’s poverty
reduction strategy; and (ii) in accommodating unexpected changes in revenue or financing. In
both cases, fiscal flexibility can be embedded into programs ex ante (i.e., reflected in the
forward looking programming framework) or ex post (i.e., the initial framework is
unchanged, but waivers are granted that amount to retroactive modifications to the program).

54.  Thethree-year PRGF-supported program, approved in May 2001, envisaged an
increase in overall public expenditure relative to the last annual arrangement under ESAF of
4.8 and 5.2 percent of GDP for 2001 and 2002 respectively.*® The increase was
accommodated in the program through a significant reduction in the targeted primary surplus
as well as targeted revenue increases (see Table 4).

55.  The PRGF-supported program did not specify ex ante how policies would respond to
shocks,*” but the ex post response of staff did reflect efforts to maintain the pro-poor

Bank’s SAC IV (approved in mid-2001) targeted the allocation of a minimum of 35 percent
of the total nonwage recurrent budget to priority sectors. Both the 2001 and the 2002 budgets
fell short of this target (with allocations of 32 and 31 percent, respectively in the budget,
compared to 28 percent in the 1999 budget). Actual spending was considerably below target
(see Section V). NB: The high share of wages in priority sector spending need nat, in itself,
reflect inefficiencies. The authorities pointed out that the figures discussed reflected a major
recruitment effort of teachers and nurses, to catch up after a freeze over 1984-2000,
consistent with the PRSP.

46 Just under half of the increase in spending was for additional defense and outlays for
emergency humanitarian assistance related to the civil conflicts along Guinea's borders. In
justifying this accommodation in the PRGF program, staff noted that the resulting larger
deficit was essential to “prevent the development of additional pockets of poverty, and
facilitate the recovery of economic activity in these areas.” Additional poverty related
spending of 2.1 percent of GDP was also accommodated.

4" However, the program did contain a provision for automatic adjustment of the performance
criteriarelated to domestic financing of the government’s operations in case of deviations
(continued)



orientation of expenditures. Severe shortfalsin revenue and donor assistance threw the
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three-year PRGF program framework off track shortly after its approval (see Table 4). Inan

effort to achieve the program’ s performance criterion on the primary fiscal balance, the
authorities responded to the revenue shortfall through “draconian” cuts in spending—

including in priority social sectors.*® However, rather than accept these spending cuts, which

were seen as unsustainable, staff established monthly revenue and spending targets which
would bring priority sector spending in line with budgeted levels, and insisted that these

targets be met before the program review could be completed. The program went off track
again soon after the completion of the first review and, as of July 2003, negotiations to bring
it back on track had been unsuccessful. Internal documents reviewed by the IEO, as well as
the report on the 2003 Article IV consultation suggest that, in those negotiations, IMF staff
was mindful to protect priority sector expenditure while seeking to curb spending overrunsin

other aress.
Table 4. Programmed Fiscal Framework 1/
(Datain percent of GDP; unless otherwise noted)
Third annual ESAF Three-Y ear PRGF First Review Under
arrangement Arrangement
(December1999) (May 2001) (July 2002)
2001 2002 2001 2002 2001 2002
Primary Surplus 29 0.7 13 0.7 21
Overall Budget Balance (after
grants) -2.9 -3.2 -1.3 -35 -25
Current Expenditure 9.2 9.2 12.1 11.2 11.8 11.2
Revenue 119 133 13.9 11.6 12.6
Grants 22 5.4 55 4.1 3.9
Capital Spending and net Lending 79 53 9.8 9.5 7.3 8.0
Memorandum item:
GDP growth 55 33 54 3.6 4.2

Source: IMF gaff reports.

1/ Program targets, except figuresin italics, which are actuals.

from programmed external assistance. Specifically, shortfalls were to be compensated for up
to 75 percent, while excesses were to be adjusted for in full.

“8 By the end of 2001, nonwage expenditure commitments in the priority sectors amounted to

only 57 percent of budgeted allocations. Capital spending was also 2 percentage points of

GDP lower than programmed.
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Streamlining of structural conditionality

56. A puely quantitative analysis of formal structural conditionality indicates that some
streamlining did occur between ESAF- and PRGF-supported programs. However, other
aspects also need to be considered to get a good sense of the evolution of conditionality in
Guinea.

57.  Starting with the PRGF-supported program approved in 2001, there was a sharp
decline in the number of formal structural conditions (see Table 5) from an average of 20 per
annual arrangement under the 1997—2001 ESAF to 11 in the first two annual programs under
the PRGF. While there were modest declines in the use of performance criteria, the bulk of
the reduction was in the use of structural benchmarks. Prior actions, which had been used
extensively in the last annual arrangement under the 1997 ESAF also dropped sharply.

Table 5. Number of Structural Measures in IMF-Supported Programs for Guinea

Other
Prior Performance Total formal Structural
Program actions criteria Benchmarks conditionality Mesasures
(A) (B © (A+B+C)
ESAF 1997
First annual arrangement 0 3 9 12 0
Second annual arrangement 0 4 11 15 0
Total third annual
arrangement 16 6 11 33 6
Of which
Original program 16 6 11 33 0
Interim program 0 0 0 0 6 V
Annual average 53 4.3 10.3 20 2
PRGF 2001
Total firstyear 3 3 2 8 29
Of which
Original program 3 3 2 8 18
Consolidation plan 0 0 0 0 11 2/
Total second year 8 3 3 14 29
Of which
Original program 4 3 3 10 25
Consolidation plan 4 0 0 4 4
Annual average 55 3 25 11 29
Memorandum Item
HIPC Decision Point 10 3/

Source: IMF gaff reports.

1/ Some of these measures might have been informal prior actions.
2/ Measures required for the completion of the 2nd review under the PRGF arrangement, as set by briefing paper

dated 11/1/02
3/ Triggers for floating completion point under the HIPC initiative, as set in decision point in December 2000.

58. However, the first and second annual programs under the three-year PRGF
arrangement relied extensively on “structural measures’ that were neither performance
criteria nor structural benchmarks. Staff have characterized these measures as “ sign posts’
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intended to gauge intermediate progress in the reform agenda. Compliance with these
measures was not intended to be a prerequisite for the completion of areview, but it is not
entirely clear how these measures differ from formal benchmarks nor how staff would have
responded to the authorities' failure to imJ)I ement any or all of these measures. In this sense,
conditionality was not fully transparent.*

59. In terms of the breadth of conditionality, there was a noticeable shift in the first
annual program under the PRGF toward the areas of IMF core expertise (see Table 6 for a
sectoral breakdown of conditionality). Even including the “sign post” measures, virtually all
structural measures were in the areas of public finance, banking reform or monetary reform,
with a particular emphasis on public expenditure management, financial sector regulations,
and tax administration. A focus on core areas of expertise was observed again in the second
annual program. Within these areas, both the consolidation and the second annual programs
placed greater emphasis on addressing the governance shortcomings that were believed to
have led the program to go off track so quickly after its approval.

Table 6. Sectoral Breakdown of Structural Conditionality

Public Finance Reforms Of which
. Gover-

Arrangement Revenue Exp. Other  Monetary Banking Other 1/ Total nance 2/
ESAF 1997
First annua arrangement (01/97) 2 1 5 1 2 1 12 5
Second annua arrangement

(03/98) 1 0 6 1 3 4 15 4
Third annua arrangement

(12/99) 3 5 5 3 3 14 33 12
Interim program 3/ 2 0 1 0 6 4
HIPC Decision Point 12/2000 0 0 1 10

PRGF 2001 2
First year (04/2001) including

“other measures” 3 1 5 7 8 2 26 5
Consolidation plan 4/ 4 1 3 0 1 2 11 4
Second year (03/2002) including

“other measures’ 15 4 4 1 9 2 35 11

Source: IM F staff reports

1/ Structural measuresin the areas of trade, public enterprise reform, governance and anti-money laundering.

2/ Governance related measures, including those in public finance, and banking and monetary reforms. Includes audits of public accounts.

3/ Additional structural measures agreed to in order to complete thefirst review under thethird annual arrangement in order to bring
program back on track.

4/ Structural measures under the consolidation plan between December 2001 and March 2002 to bring program back on track.

%9 |n the case of the first annual program, alarge share of these measures was introduced in
program conditionality as part of the “consolidation plan,” which made the process even less
transparent.
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60.  Concretely, the streamlining of IMF conditionality involved a withdrawal from
essentially two areas—public enterprise reform and the judicial aspects of governance—
along with a trimming of conditionality in “core” IMF areas. According to internal briefs and
interviews with staff involved at the time, the streamlining of structural conditionality was
guided by two principles: conditionality was reduced or even eliminated in the areas where
either the authorities had a strong and amply demonstrated commitment to reform (e.g., as
regards monetary reforms); or a clear division of labor between the IMF and the World Bank
was agreed in principle, whereby the World Bank was to be the “lead agency.” The
implementation of that streamlining effort proved more problematic in the latter case

(see below, section on Bank-Fund collaboration).

| M F-World Bank collabor ation

61. Since late 1999, coinciding with the launch of the PRSP process, the IMF and the
World Bank have systematically coordinated their missions to Guinea, and the three-year
arrangement under the PRGF approved in May 2001 was negotiated in parallel with the
World Bank’s Fourth Structural Adjustment Credit (SAC V). Since at |least that time, there
has been arelatively clear articulation of “lead agency” responsibilities between the Bank
and the Fund, which was explicitly spelled out in internal documents and, to a lesser extent,
in staff reports.®® Thus, the IMF is the “lead agency” in the areas of revenue mobilization
(including reform of trade tariffs), monetary reforms and bank supervision, while the World
Bank is to take the lead in public expenditure management, bank restructuring, public
enterprise reform and privatization, anti-corruption and administrative decentralization
(along with other traditiona areas of Bank expertise). Both institutions are explicitly meant
to collaborate in the areas of public expenditure management, public service reform and trade
reform.

62. However, collaboration in connection with the IMF s efforts to “ streamline” its
structural conditionality encountered some problems, in spite of reportedly excellent
relationships between the two teams at the working level. First, there was alack of clarity
about what streamlining was meant to achieve in aggregate for the two institutions.®* From
the IMF s perspective, internal documents suggest that it was assumed that conditionality in
areas no longer covered by the IMF would be picked up by the World Bank and IMF staff

®0 The staff report on the 2003 article IV consultation is the first that makes a clear
presentation of the division of labor and collaboration between the IMF and the World Bank,
area by area (see IMF, 2003a).

®1 |MF policy papers mention two broad objectives for the streamlining effort: (i) a more
efficient division of labor between the IMF and the World Bank, consistent which each
institution’ s comparative advantage (i.e., a greater focus by the IMF on its core mandate);
and (ii) enhanced ownership by the authorities of the IMF-supported program. As noted
above, part of the streamlining effort (e.g., in the area of monetary reforms) was guided by
this latter objective.
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involved confirmed that there was an understanding to this effect with their Bank
counterparts. However, the specification of what concretely was required in these areas for
continuation of the IMF-supported program proved overly vague.>* (see Box 5 on SOE
reform for an illustration of these difficulties).

63.  Second, the different approaches to and modalities of conditionality between the two
institutions complicated strategic coordination. > For example, while the SAC IV can be
viewed as the most obvious counterpart of the PRGF-supported program, it was only one
among many World Bank operations with some bearing on areas relevant to the objectives of
the PRGF-supported program.®* Thus, it was not easy for IMF staff (let alone for the
Executive Board) to derive a clear mapping of overall conditionality in al of the relevant
areas. Moreover, the SAC 1V was conceived to be disbursed in a single tranche at the time of
approval of the loan by the Bank’s Board, on the basis of actions taken “before Board
presentation of the SAC IV.” While the credit was meant to support a much deeper reform
agenda than these ‘prior actions, it did not in itself contain any forward looking
conditionality that would secure their implementation. ®® In this particular case, this approach
proved ineffective, and the project’s outcome was rated as “unsatisfactory” by the World
Bank’s OED. *°

°2 Attempts were made by Fund staff to reach understandings with the authorities on the
macroeconomically relevant reforms primarily in the area of responsibility of the World
Bank, and have them formally registered in the memorandum of economic policies attached
to the IMF-supported program. However, without formal conditionality, these understandings
were nonbinding, and in many cases were not observed until they were brought into formal
IMF conditionality.

®3 These different approaches to conditionality would not necessarily have been such an issue
if the primary objective of streamlining had been to recognize stronger domestic ownership
on the basis of the key priority actions set out in the PRSP. But, largely for reasons of track
record, this was not the case.

** The SAC IV focused on public expenditure analysis and management, decentralization of
decision making and service delivery and divesture from public enterprises. Over the time
gpan of the three-year PRGF arrangement, relevant on-going World Bank operations include
not just the SAC 1V, but also the Village Community Support Program and the Capacity
Building for Service Delivery Program, as well as the Judicial Capacity Building Project.

®5 SAC IV conditionality only included various forward looking “implementation
benchmarks’ agreed to by the government, to be used post disbursement to assess progressin
implementation of the reform program and as (nonbinding) triggers for future operations.

°5Cf World Bank (2003a). The rating “unsatisfactory” is the lowest but one in OED’s scale,
and is used when “the assistance program did not make acceptable progress toward most of
itsrelevant objectives” Thisreport is particularly critical of the design of conditionality—in
particular the lack of time-bound and objectively monitorable benchmarks-and of the use of
the “single tranche” structure, given the poor track record of the authorities.
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Box 5. IMFWorld Bank Collaboration in Streamlining SOE Reform
Conditionality

During the 1990s, both the World Bank and the IMF had been pressing for reform of Guinea’s state-
owned enterprise sector, in view of itsimportance for growth as well as for governance and fiscal
considerations. The final arrangement under the ESAF included specific conditionality targeted at public
enterprises. However, when a new PRGF-supported arrangement was brought to the Board in 2001,
there was still alarge unfinished agenda of reforms. Even though Fund staff viewed these reforms as
critical to the success of the program, neither the first nor the second-year program contained any
conditionality in this area This was justified in staff reports on the grounds that SOE reform was one of
the Bank’ s primary responsibility areas, and therefore that it would take the lead in supporting the
reform effort and monitoring progress. The purpose of the elimination of IMF conditionality in that area
was explicitly to avoid policy overlap with the World Bank—not to enhance ownershi p.2’

Thisdivision of labor appears to have had mixed results. The report on the request for athree-year
PRGF arrangement simply noted, under “Program Monitoring” that this area of structural reform was
“being covered by the World Bank,” without further specificity. In fact, while the objectives of SAC IV
as concerns public enterprise reform largely overlapped with those of the Fund (including: the adoption
of acomprehensive reform strategy, of a program to mitigate the social cost of divesture and liquidation,
and of a communications strategy; the creation of a privatization unit; the liquidation of 8 insolvent
enterprises; and the updating of cross debts along with the adoption of measuresto settle arrears and
prevent their recurrence), conditionality strictly speaking was limited to “ disseminating information to
the public” (as acondition for loan disbursement; SAC IV being a single tranche loan, the
noncompliance with other objectives or benchmark was to have no direct financial consequence).

In the event, progress proved disappointing, leading the Fund to resume its formal involvement in that
area.® Thus, the second annual program under the PRGF contained as prior actions the implementation
of an action plan for the reform of the electricity sector and another measure related to the water sector.
Moreover, the staff report on the second annual program under the PRGF noted that, while public
enterprise reform was still considered to be covered by World Bank conditionality and therefore * not
taken up in the Fund-supported program to avoid overlap, nonethel ess, adequate progressin all areas of
structural reform [would] be necessary for the completion of the quarterly reviews.”

Thekey institutional reforms targeted by the SAC IV were eventually made, but the staff report on the
2003 article IV consultation still included public enterprise restructuring among the “key reforms
delayed or poorly implemented,” noting in particular that “restructuring of key public utility enterprises
has been very slow and is overdue.”

1/ Thus, the staff report on the request for athree-year PRGF-supported program (IMF, 2002e) noted
that: “The full and timely implementation of the structural reform agendais of critical importance for the
effortsto accelerate growth and reduce poverty. In particular, the public enterprise restructuring and
privatization program must be carried out expeditiously as an integral part of the strategy to strengthen
Guinea’ sinfrastructure and attract much needed investment.”

2/ In fact, as noted above, the PRSP itself was remarkably unspecific and brief on the topic of SOE
reform, which may suggest that, to some extent, these reforms were being pursued by the BWIsin spite
of their limited ownership by national stakeholders.

3/ The staff report on the second annual program under the PRGF noted that “the public enterprise
restructuring and privatization program did not advance as well as expected, as the revision of the
institutional , regulatory and judicial framework for private participation in the public utility companies
was not completed as programmed. As aresult, the financial situation of the public utility enterprises
deteriorated further, adversely affecting the government finances.

4/ Aninternal briefing paper of early 2002 proposed that a key decision in the water sector be a prior
action under the IMF-supported program on the grounds that its nonimplementation would negatively
affect the evaluation of the SAC IV operation in place.
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64. In hindsight, it is, therefore, not clear that the streamlining of IMF structural
conditionality in areas of primary responsibility of the Bank, but critical to the success of the
program, was helpful. There appears to be two factors accounting for this outcome. First, the
reforms in question lacked strong ownership, as reflected by their elusive treatment in the
PRSP. Second, coordination between IMF and World Bank operations proved problematic in
its implementation even though there was broad agreement on the objectives.

Realism of program design

65.  One of the areas in which PRGF-supported programs were expected to improve on
those under the ESAF was the realism of key macroeconomic assumptions underlying the
program. In Guinea, that objective was not achieved, particularly for such key variables as
GDP growth and government revenues (see Figure 3 below). In most cases, the staff’s
projections were optimistic not only compared to eventual outcomes, but also compared to
past trends.

Figure 3. Actua and Projected Outcomes for Key Variables
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V. IMPACT AND SUSTAINABILITY OF THE PRSP/PRGF APPROACH
A. Impact So Far Has been Limited

66. Even under the best of circumstances, it is difficult to isolate the impact of a
particular factor, such as the PRSP/PRGF initiatives, not only on complex development
outcomes, but also on the more directly observable parameters contributing to these
outcomes. In the Guinean case, this difficulty is compounded by the absence of formal,
comprehensive reporting on PRSP implementation as of the time of the IEO mission. >’
However, the PRGF and PRSP initiatives were intended to produce certain changes,
especialy as regards the policy making process and the policies actually implemented,
country ownership, donor coordination etc. In this section, we examine the extent to which
these changes occurred, without necessarily assigning causality to the PRSP/PRGF
initiatives.

Impact on the policy making process

67.  Officidly, the PRSP has become the single framework of reference for all
government policies and it is mentioned as such by public officials at every opportunity. In
practice, the impact of the PRSP on the policy making process is much more elusive.

68.  The evolution of macroeconomic conditions and financing constraintsis still analyzed
and discussed only within avery narrow circle around the Minister of Finance. The budgets
submitted to the National Assembly since the PRSP was completed formally reflect PRSP
priorities. But their practical implications for resource availability at the level of line
ministries and other executing agencies are still viewed as limited, because key decisions on
the allocation of expenditure cuts across sectors remain taken by the Ministry of Finance with
little consultation on priorities. Nevertheless, as discussed in Section 1V, budget allocations
to priority sectors have been relatively protected from ad hoc cuts.

69.  Thisseemsto reflect problems with the domestic budgetary process as well as two
shortcomings of the PRSP itself: first, the macroeconomic framework in which the strategy
was embedded did not discuss how the macroeconomic program would adapt in the face of
adverse exogenous shocks, or in case key assumptions (in particular related to GDP growth
and external financing) turned out to be overly optimistic.® This problem was compounded

>" The PRSP policy framework designed by the IMF and the World Bank envisages that an
Annual Progress Report be prepared within ayear of the adoption of the PRSP, i.e., by
January 2003 in this case. A progress report wit hin the last twelve months is a necessary
condition for the completion of areview under the PRGF. As of end- 2003, no such report
had been issued, and no “domestic” substitute was available.

°8 All the PRSP offers in this respect is the presentation of a“basic” (or baseline) scenario
and an “accelerated” scenario to illustrate how the authorities would allocate higher levels of
donor financing (including debt relief). It does not spell out how poverty reduction efforts
would be scaled back or protected in the face of shortfalls in donor assistance.
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by the limited prioritization of the various public actions outlined in the PRSP itself and the
absence of discussion in the PRSP of criteria for setting priorities between competing
demands, both across ard within so-called priority sectors. As aresult, when in mid-2001
actual macroeconomic developments diverged significantly from the path assumed in the
PRSP, the relevance of the PRSP as basic frame of reference for policy making was
immediately challenged. Both then and a year later, when the program veered off track soon
after the completion of the first review, regotiations with the IMF on the measures needed to
bring the PRGF-supported program back on track do not appear to have been guided by the
PRSP, and the budget itself was adopted with a delay of several months because of lingering
disagreements between IMF staff and the authorities on which the PRSP had limited impact.

70.  Second, the links between the PRSP and the various vehicles that operationalize it are
unclear. In particular, there are no systematic links between the action plans of the PRSP and
the sectoral strategies and concrete expenditure plans of line ministries (including their
investment budgets). Likewise, considerable efforts were invested in devel oping regional
poverty reduction strategies in the year following the adoption of the PRSP, explicitly with a
view to making the national SRP operational (including by establishing priorities). But the
process through which these strategies were developed did not ensure consistency between
the regional level as awhole and the national strategy.®® It is also unclear what the status of
these instruments is (especialy in relation with the national strategy) and what financial
resources can be counted on for their implementation. *°

71.  Aninteresting question is whether the PRSP process has contributed to any
improvement in governance, broadly defined. The PRSP identifies poor governance and
widespread corruption as one of the principal factors of the failure of previous efforts
towards growth and poverty reduction.®® It particularly emphasizes a greater decentralization

*9 Ex post, the authorities indicated that the regional consultations had confirmed the
appropriateness of the overall strategy laid out in the PRSP and that regional strategies would
be conceived as subsets of the national strategy. But given that regional strategies were
formulated without overall policy or resource constraint, this gives no indication as to how
interregional tradeoffs will be solved and competing demands on central resources
prioritized.

%0 Aspart of the decentralization process undertaken in the last couple of years, with some
acceleration in 2002, regions have been given authority to keep the resources they raise.
However, the tax base concerned is generally too small to provide in itself meaningful
financing for the implementation of the regiona strategies. Thus, a lot hinges on the speed
and scope of transfers from the central government, which are guided by the logic of priority
sectors as defined in the national PRSP and the MEFP.

®1 Improving governance is one of the pillars of the SRP. The introduction to the relevant

section of the PRSP notes that: “Good governance is (...) required to establish afavorable

environment for private-sector investment and for economic development. It also affects the
(continued)



of power and resources as means to improve governance. Most stakeholders interviewed in
Guinea, aswell as Fund staff, thought that the PRSP played a useful role in raising the profile
of governance issues in the public debate. However, they also noted that the actual results
from this higher profile had been limited so far.®? And, as noted above, governance issues
were cited by donor representatives as one reason for a reluctance to expand donor support.
While recognizing that progress on such matters was complex and not easy to measure,
severa factors were cited as limiting the impact so far of the PRSP process on the
governance agenda: (i) alack of clear mechanisms for monitoring and implementation; (ii) a
wavering political will, evident in particular in the reluctance of the ministry of Justiceto
follow up on the corruption cases unveiled by the CNLC and the need for strict donor
conditionality to achieve any concrete progress;® (iii) some stakeholders also expressed the
view that the structure of the PRSP exercise, whereby governance concerns were reflected in
one of the eight thematic groups rather than being integrated more directly into all elements,
had resulted in insufficient emphasis being placed on the fight against corruption in the
strategy as awhole.

72. A good illustration of that ambivalence is provided by the initiatives taken in recent
years by the ministry of finance to implement the PRSP, including strengthening the financial
authority of decentralized government levels, decentralizing procurement processes,
publishing spending allocations as set quarterly by the ministry and emphasizing the internal
audit function. By mid-2003, the laws and regulations operationalizing these changes had
been issued for the most part, but actual change on the ground was lagging behind owing to
administrative resistance at the central level and severe capacity limitations at the
decentralized level and within audit and inspection departments. Publication of spending
allocations had begun, but as advertisement rather than news, because journalists were not
permitted to verify independently the data received from the Finance ministry, and had
anecdotal evidence that the designated recipients of these funds had not in fact received
them.

efficiency of government action and its impact on peopl€e's lives. Therefore, good governance
isacritical prerequisite for the success of the strategy.”

®2 One significant change in recent years was the creation in 2000 of a National Anti-
Corruption Committee (Comité National de Lutte Contre la Corruption (CNLC)), largely in
response to donor pressure. However, its creation preceded the PRSP process.

63 One striking aspect to emerge from the evaluation interviews was the quite broad support
for IFI conditionality in the area of governance. Indeed, many stakeholders, both within and
outside government, regarded such conditionality as helpful given the insufficient strength of
the pro-reform constituency to overcome vested interests on its own in this area. Areas where
IMF conditionality was cited as supportive of these domestic anti-corruption efforts included
improvements in tax and customs administration, the foreign exchange management system
and the consolidation of the plethora of government accounts.
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I mpact on program ownership and policies implemented

73.  Asdiscussed in Section 111, implementation of the program supported by the
three-year PRGF arrangement continued the poor track record that characterized Guinea s
performance under the ESAF. In particular, recurrent slippages in the macroeconomic area
prompted staff to recommend, at the time of the first review, a shift to a quarterly schedule of
reviews, in contradiction with the presumption that programs supported by the PRGF would
be strongly owned and therefore subject only to six-monthly reviews. In that sense, this
shift—which was justified on the grounds that close monitoring would enhance the chances
of good implementation—was an acknowledgement of the weak ownership.®* In the event, it
proved insufficient to keep the program on track.

74.  Actua outcomes with regard to the structure of the budget did record some important
positive gains. In particular, as noted in Section 111, sectors identified as prioritiesin the
PRSP have been receiving higher and more stable allocations. Norwage current expenditure
in priority sectors increased from 1.2 percent of GDPin 2001 to 1.6 percent in 2002,%° and
public investment from 7.1 to 7.8 percent of GDP. Data on education also suggests tentative
improvements in school enrollment rates for girls.

75. It should be noted, however, that the relative drying up of external assistance since
the adoption of the PRSP (for reasons unrelated to the PRSP itself) has unquestionably
curtailed the authorities' ability to fully implement the actions plans outlined in it (see
Figure 4 below). In fact, the subsequent resort to monetary financing of the deficit in an
effort to support social spending rekindled inflationary pressures (see Figure 5 below). This
outcome is in contradiction with a key premise of the PRSP, namely that inflation hurts the
poor disproportionately and therefore should be kept under control as a key element of the
poverty reduction strategy. °°

® 1t may be noted that program implementation fell short primarily in those areas where the
program was least aligned with the PRSP, i.e., as concerns macroeconomic policies, not
structural policies.

®5 Including outlays financed by resources from the enhanced HIPC initiative. Priority sector
spending fell sharply in 2001, but the 2002 level of spending was also moderately higher than
the 1999 one.

%6 «Stahilizing inflation” is identified as a three-star objective in the PRSP, which is the
highest order of priority an objective can be given.
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Figure 5. Recent Evolution of the CPI
Figure 4. Evolution of Offidid Financing (In percent)
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Impact on donor coor dination
76. In Guinea, where the donor community is quite small, thereis a high level of mutua

awareness and interaction among donors. However, as of April 2003, (i.e., more than a year
after the completion of the PRSP) none of the major donors was able to identify significant
adaptatiors in their assistance programs in response to the PRSP.®” Nor did there appear to be
much progress in the coordination of strategic priorities among themselves. In that regard,
several suggested that the authorities' failure to organize donor coordination was to blame for
the lack of impact of the PRSP, noting that the authorities had not convened a multi-donor
meeting since May 2002. Since then, government officials from various ministries had been
approaching donors in an uncoordinated manner, with competing demands, using the PRSP
to justify specific requests. In this context, they viewed the absence of priorities across
sectors in the PRSP as limiting its usefulness for the purpose of prioritizing requests for
donor assistance.

77.  Theauthorities expressed a strong sense of “being let down” by their development
partners in spite of having produced a highly praised PRSP, in the formulation of which
donors were as closely involved as they wanted to be.®® Indeed, as noted before, aid receipts

®" This partly reflects the presence of inevitable lags. Indeed, the new IDA Country
Assistance Strategy (see World Bank, 2003b), which was presented to IDA’ s Executive
Board in June 2003, is closely aligned on the priorities of the PRSP. The local representative
of USAID likewise indicated that the next multi-year country assistance strategy, which
would begin to be implemented in FY 2005, would take the PRSP into account.

®8 Donors had an open invitation to send representatives to every thematic group in charge of
drafting contributions to the full PRSP. Most of them ended up being represented in a few
groups that closely matched their assistance priorities. The presence of donor representatives
in al thematic groups was widely interpreted by the authorities and other participants in the
thematic groups as an endorsement of the work of the group, and therefore an implicit
promise of financial support going forward.
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declined sharply since 1999, and practically none of it is provided in the form of general
budget support (apart from interim assistance under the HIPC initiative).

78. Interestingly, the reasons emphasized by donor representatives to justify their limited
support to Guinea's PRSP have little to do with the quality of the document, but rather
include skepticism as to the authorities' ability and/or willingness to implement it. Thisis
partly because progress in PRSP implementation has been slow and poorly reported, and both
its impact and sustainability are unclear (see next section). But donors' wait and see attitude
is also explained in good part by their serious concerns about the poor quality of governance,
including in areas not covered by IMF or World Bank.®®

B. Sustainability isHampered by the Lack of Clear Implementation
and Monitoring Arrangements

79.  The preparation of the PRSP benefited from the momentum derived from the
expectation of debt relief under the enhanced HIPC initiative and from the enthusiasm
attached to what was seen as a promising new framework for relations between devel opment
partners. However, the sustainability of the PRSP over time is not guaranteed, and depends
on the availability of effective institutional arrangements for (i) its implementation; (ii) its
monitoring; and (iii) its ability to evolve over time.

I mplementation

80.  Since the finalization of the PRSP, no specific institutional arrangements have been
made for its implementation, which has several drawbacks. First, as noted, ownership in most
ministries is limited, and the PRSP itself does not provide a directly operational roadmap.
Nor have specific PRSP implementation workplans been developed. Therisk is therefore
high that momentum will falter at the stage of implementation.

8l.  Second, there are no arrangements for explicitly involving civil society in the
implementation of the PRSP."® While the multi- stakeholder thematic groups that contributed
to the formulation of the PRSP have not been formally dissolved, their terms of reference do
not cover any implementationrelated activities, except for the group on “ Culture and

% The reasons invoked by donors include not just the economic aspects of governance, but
also, to alarge extent, some political ones (including the electoral process and the
government’s persistent refusal to liberalize broadcast media). To donors, the latter often
appeared as signals that the government’ s commitments in other areas could not be trusted.
To the authorities, on the other hand, these justifications appeared as a resurgence of political
conditionality which they felt should not be part of the PRSP process.

7 The dichotomy that exists in this regard between civil society and government stakeholders
was brought out very clearly by the survey of stakeholders: whereas in the latter group most
stakeholders feel they have continued to be engaged in the PRSP process after its
formulation, in the former goup, a majority holds the opposite view.
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Communications.” However, at the time of the IEO mission, members of that group indicated
that lack of funding challenged the sustainability of their activities. The lack of participation
of civil society at the implementation stage was regretted by most nongovernmental
stakeholders interviewed by the IEO and fueled fears of nonimplementation. "* They also
noted that the objectives of building broad-based ownership of the PRSP and capacity to
participate in the formulation of future updates were likely to remain elusive..

M onitoring

82. The PRSP itsdlf did not provide much detail on the intitutional arrangemerts
envisaged for monitoring, although it did lay out a set of core and detailed indicators and
announced the creation of a ninth thematic group dedicated to evaluation and monitoring.
That group was not set up until October 2002, and its terms of reference do not give it any
mandate to directly monitor or evaluate the implementation of the PRSP. Its mandate is
threefold: (i) to determine a set of indicators to be monitored; (ii) to ascertain the availability
of the underlying data and, where the needed data are not available, make arrangements for
their collection; and (iii) to propose institutional arrangements for the publication of
monitoring information and for the continuous update and improvement of the PRSP, based
on the results of the evaluation/monitoring process, in a participatory manner.

83.  Asof April 2003, the group was near completion of the first mandate, but had made
little progress regarding the other two, making it difficult to assess sustainability.
Furthermore, its composition all but excludes civil society organizations’? and the thematic
groups which contributed to the formulation of the PRSP are represented only by one
member each, always from government. These characteristics combined imply that, to date,
there is little transparency as to the actual results of the PRSP initiative in Guinea. Even the
few results which are published by the government (such as, for instance, commitments of
creditsin priority sectors, allocations of funds to decentralized tiers of government etc.) are
viewed with suspicion by most civil society stakeholders. Not surprisingly, monitoring is one
of the areas most negatively rated by PRSP stakeholders on the ground, with only 41 percent

"L In line with this perception, 88 percent of NGOs surveyed for GTZ (cf. Bah, 2003)
expressed significant or strong fears about the prospects for PRSP implementation. Among
the reasons cited for these fears, the most frequently cited was the marginalization of NGOs
at the implementation stage (31 percent of responses), followed by insufficient financing
(29 percent), poor governance and corruption (25 percent) and lack of sustainability of
outcomes (15 percent).

2 The only representatives of civil society sitting in this Group are members of: the
Economic and Socia Council, the National Council of Communication, the National
Council of Civil Society, alabor union and the University of Conakry. Thisisastep in the
right direction considering that the first two institutions were not involved in the PRSP
formulation process, but it still excludes the noninstitutionalized civil society.
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overdl (i.e., fewer than respondents from government) agreeing that an effective structure to
monitor results has been established.

84.  Clearly, until aworking monitoring and evaluation system is put in place, no final
judgment can be made, but many in Guinea suggested that the sustainability and
effectiveness of the PRSP process would eventually hinge on having a transparent and
participatory monitoring. In this connection, several nongovernmental stakeholders expressed
the view that this objective would be more likely to be achieved if the reporting on PRSP
implementation and evaluation of itsimpact relied on existing vehicles, such as the
implementation reports systematically attached to programmatic laws (“lois de
programme”),”® rather than on instruments targeted at the BWIs, such as the required PRSP
Annual Progress Report.

PRSP’s ability to evolve over time

85.  The Guinean authorities and other local stakeholders closely involved in the
preparation of the PRSP are keenly aware that, to be effective, the PRSP must be aliving
document, to be improved over time through an iterative process. However, at the time of the
IEO mission, they were equally aware that institutional arrangements operationalizing this
principle were lacking.

86.  While the authorities expressed confidence that this problem would be addressed at
the time of preparing the annual PRSP progress report, other actors were more skeptical. In
particular, members of the various thematic groups that contributed to drafting the full PRSP
regretted that the groups had not been convened since the finalization of the PRSP. The
authorities indicated that they envisaged merging the original seven thematic groups into
four, " which would each be responsible for analyzing and processing the available feedback
and preparing updates of the SRP in their domain on that basis. The Permanent Secretariat of
the SRP would remain the keystone of that arrangement.

87. In practice, however, over ayear and a haf after the finalization of the PRSP, there
was still no arrangement in place to ensure the sustainability of the PRSP process.
Contrasting views were expressed as to the extent to which this is a matter for concern. To
many stakeholders, especially within civil society, it constitutes arisk that whatever impact
the process has had so far may be short lived. If it turned out to be the case in spite of the
high profile given by the government to the whole exercise, they fear it would leave the

73 These reports have to be produced annually by the government and are subject to a broad
public debate, beginning with their discussion by the National Assembly and the Economic
and Social Council.

™ The four groups envisaged are: (i) Acceleration of Growth; (ii) Development of Basic
Services; (iii) Improvement of Governance; and (iv) Balanced Regional Development. They
would operate in addition to the Groups on Communications and Culture, and Monitoring
and Evaluation.
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population disillusioned and thereby hinder future participatory poverty reduction efforts. On
the other hand, a few stakeholders—mostly found in the donor community—expressed the
view that the delayed takeoff of the implementation process was largely inevitable in the
circumstances. To them, the groundwork done to prepare the first full PRSP would bear fruit
eventually, when overall economic and political conditions were more conducive to its
wholehearted implementation by all partners involved.

V. CONCLUSION AND L ESSONS

A. Summary Assessment of the Implementation of the PRSP/PRGF
Initiativesin Guinea

1. PRSP

88.  Asaprocess, the PRSP was a step in the right direction, but any expectations that it
would deliver, in the near term, drastic changes in line with the objectives of the PRSP
initiative were unrealistic given Guinea’s current circumstances. The Joint Staff Assessment
(JSA) added to these expectations by not presenting a sufficiently candid assessment of the
practical and political economy limitations of the process. Nonetheless, the PRSP did
represent an improvement over past modalities for public policy formulation, although the
nature of the participatory process was such that alternative policy options tended not to be
explored and ownership generally remained limited except in the narrow circle of PRSP
authors and promoters. Debate on macroeconomic policy options and key tradeoffs appears
to have been more limited than in other policy areas (although low inflation was identified as
akey priority, because of its benefits for the poor). IMF staff did not have clear guidelines on
what role they should play in fostering such a debate. Furthermore, whatever participatory
dimension existed at the formulation stage has not persisted past the finalization of the PRSP,
and is mostly absent from monitoring and implementation stages. Without meaningful
participation at these stages, broad based ownership is likely to remain eusive, and little
capacity building will take place, thereby limiting avenues for self- improvement of the
process over time.

89.  Asa policy document, the achievements of the SRP are mixed. To the extent that it
pulls together a diagnosis of needs and a list of remedial actions in various sectors, al cast in
along term perspective and with afocus on outcomes that benefit the poor, the SRPis a
useful reference tool for the public, policy makers and donors alike, with significant value-
added over preexisting vehicles. However, it remains far from being an operational document
or an effective roadmap for policy making and donor coordination. There appears to be three
reasons for this falure:

() Shortcomings in the contents of the PRSP, in particular the lack of realism and
adaptability of the macroeconomic framework, the insufficient prioritization of
objectives across sectors, and the absence of recognition of inevitable or foreseeable
tradeoffs, as well as of criteriato resolve them. For example, Guinea appears to be
one case in which basing the macroeconomic framework on ambitious projections of
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donor support (and growth) was not successful and reduced the effectiveness of the
PRSP as a guide to operational policy choices.

(i)  Theweaknesses of institutional arrangements related to the implementation,
monitoring and regular updating of the PRSP ; the PRSP itself largely left these
arrangements to be defined, but over ayear and a half after its finalization, they are
still tentative and unclear. Thus, the PRSP—both as a dynamic process and as a
document—has yet to be integrated with the domestic policy making setting. Without
this integration, both the relevance and the sustainability of the PRSP will remainin
guestion.

(i)  Donor support of the scale assumed by the SRP has not been forthcoming, partly for
reasons having to do with the country’ s disappointing macroeconomic performance,
but also in part for reasons not explicitly related with the PRSP policy framework,
such as concerns with certain political aspects of governance and donors' own policy
preferences as far as aid modalities are concerned. Whatever the reasons, in this case,
the PRSP clearly failed in its envisaged catalytic role of mobilizing significant
additional donor support.

90. Even taking into account the difficult country-specific circumstances, it seems
likely—although obviously not possible to establish definitively—that a better outcome was
within reach, had different approaches to several of the aspects of the process been adopted.
However, it would have required alengthier and probably more costly formulation process,
as well as more pointed guidance—and, where needed, technical support from the BWISs,
especialy to the effect of emphasizing substantive requirements over formal ones as
concerns both the process and contents of the PRSP.

2. PRGF

91 Reasonabl e efforts have been made by the IMF to adhere to the spirit of the new
facility, but the country context was not very conducive to more radical changes. The
effective linkages between the PRSP ard the PRGF were weakened by the shortcomings of
the former as an operational guide and the lack of institutional mechanism for embedding
PRSP-related processes in the subsequent implementation and modification of
macroeconomic policies. The following factors are particularly worth mentioning:

() In terms of alignment with the PRSP, the PRGF encountered both temporal (in the
sense that the macroeconomic framework of the former was quickly overtaken by
events) and policy aignment problems. The latter were more serious including in the
macro-economic area and with regard to SOE reforms;

(i)  The policy alignment issues were due in part to process and content limitations of the
PRSP, which made it arather inadequate basis on which to build the PRGF-supported
program, especially as far as the macroeconomic framework —and unanticipated
changes therein--were concerned;
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(i)  The macroeconomic environment deteriorated sharply in recent years, thus limiting
the room for maneuver in pursuing pro-poor and pro-growth program design. Even
so, the IMF did make efforts to adapt the program in order to protect priority
spending from adverse shocks and policy sippages. However, there was alack of
transparency at times about the nature of the tradeoff that the IMF was willing to
accept, in part because of the policy alignment issues mentioned above, and in part
because of the absence of institutionalized forum in which to hold follow up
discussions on the necessary evolutions of macroeconomic policy.

(iv)  Weaknessesin data initially hampered efforts to take into consideration PSIA in
program design and negotiations; however, the IMF was not particularly proactive in
identifying areas where PSIA efforts could usefully focus.

(v) The primary motivation of the IMF s streamlining of conditionality in the case of
Guinea was related to clarifying the division of labor with the World Bank rather than
enhancing ownership. This emphasis reflected doubts about the authorities
commitment to implementing a number of key structural reforms because of a poor
track record and continuing governance concerns. However, the nature of the linkage
with World Bank conditionality was ambiguous—in part because there was not (at
least initially) a clear specification of which reforms were judged to be macro-critical
and in part because the different approaches to conditionality by the IMF and the
World Bank proved hard to coordinate in practice. These issues were especially
prominent with respect to state enterprise reform—an area where the PRSP did not
contain a forward- looking strategy and where subsequent efforts by the IMF (and the
World Bank) to push ahead with particular reforms in the context of specific lending
arrangements soon revealed a lack of country ownership.

B. Key Lessonsto be drawn from Guinea’s PRSP/PRGF Ex perience
1. For the PRSP

92.  The PRSP needs to meet more substantive criteria than those emphasized in original
policy documents—which focus on process issues without making clear what the ultimate
objective is—if it isto serve its purpose of becoming an operational roadmap orienting the
actions of country authorities and their development partnersin favor of growth and poverty
reduction. A relevant intermediate objective, to be used as a test of failure or success of the
PRSP initiative, would be that PRSPs provide strategic guidance for setting priorities among
competing demands for funds and for solving unanticipated tradeoffs. Alongside these
contents requirements, working institutional arrangements are needed for the
implementation, monitoring and regular updating of the PRSP, and the staffs of the IMF and
the World Bank should focus their efforts on assessing to what extent such arrangements
exist. Likewise, it would be helpful to clarify the objectives of the process requirements
originaly outlined (such as the characteristics of a participatory formulation process) and to
make sure that the process adopted by the authorities is broadly consistent with these
objectives. It would minimize the risk that countries might conform to these requirements
superficially, smply because they condition their access to development assistance.
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93. Thereisa need to adjust the expectations of all stakeholders. authorities, donors and
civil society. To country authorities, it should be made clear that having aPRSPisa
necessary, but not sufficient condition to get access to the aid flows needed for its
implementation, especially in the form of budget support ; in particular, macroeconomic
stability must be preserved; and donors might have parallel agendas and/or procedural
constraints to satisfy. At the same time, donors should recognize that in many countries,
producing a genuinely participatory PRSP, that can act as a roadmap to policy making in
favor of poverty reduction and growth, and as an organizing framework for donors
interventions, will require alot more time and resources (both financial and technical) than
have been available until now.

94.  Thisdoes not mean that the PRSP process cannot be helpful in circumstances where
policy implementation is weak (whether for technical or political reasons), but there may
need to be a more explicit recognition that the overall level of external financing is likely to
depend on the ‘quality’ of the policies effectively implemented.” All sides of this argument
should also be made clear to civil society, so as not to foster expectations that would be
bound to be disappointed, at a reputational cost for the IMF and the World Bank.

95.  The Guinean experience suggests that the main purpose of the JSA is not, as often
suggested, to “ pass or fail” the country’s PRSP as a basis for IMF and World Bank
concessional lending. Indeed, the Guinean PRSP was deemed adequate for that purposein
spite of shortcomings so substantive that it could not effectively be used as the framework in
which to design the IMF-supported program Thus, its main value added seemsto liein
providing an independent expert assessment of the strengths and weaknesses of the country’s
poverty reduction strategy, for the benefit of a variety of audiences, including the Executive
Boards of the IMF and the World Bank, country authorities, their development partners and
local civil society.

96.  To be effective in that function, the JSA needs to be candid and accurate. Otherwise,
it runs the risk of being both irrelevant and counterproductive (i.e., perceived as undermining
ownership). Explicitly de-linking it from the approval of concessional lending operations by
the Executive Boards of the BWIs might help increase both the effectiveness and the
relevance of the JSA. Centering it more around the perceptions of stakeholders based in the
country (especially regarding those issues which are hardest for the staffs of the IMF and the
World Bank to assess, such as the effectiveness of the participatory process) rather than in
Washington DC might also contribute to enhancing the relevance of that document.

"> This does not solve the question of how the size of the overall external resource envelope
is determined in practice. The Guinean case suggests that it is not optimal for the IMF to
make that determination alone, through the de facto signalling effect of its lending decisions.

® The guidelines to staff for JSAs on PRSP Progress Reports contemplate a step in that
direction, but in practice they provide very little incentive to effectively center the process on
the assessment of locally based stakeholders.



Clearly, the Executive Boards of the IMF and the World Bank would still have their own
responsibilities for deciding on their respective lending operations. But the JSAs could
contribute more effectively to those decisions if they met the above criteria. A step further
would be made if, in addition, JSAs provided clear and objective benchmarks which each
institution could use as an input into its decisions regarding the level of lending to each PRSP
country.”’

2. For the PRGF

97. For PRGF-supported programs to be truly aligned on PRSPs, and therefore more
broadly owned and, it is hoped, more successful, there is a need for a clearer framework for
IMF staff involvement in the domestic macroeconomic policy debate. In particular, this
framework would include the following:

IMF staff should be proactive in the process of discussing alternative policy tradeoffs
and formulating the macroeconomic framework of the PRSP—not to restrain in any
sense the openness of the debate, but to help the authorities frame it in such away
that (i) key assumptions are redlistic, (ii) critical tradeoffs are acknowledged and all
major policy issues are addressed (iii) arrangements for dealing with unanticipated
shocks are made and (iv) several policy aternatives to reach given objectives are
considered.

When there are serious shortcomings in the PRSP process, or if the PRGF-supported
program has to be designed before the full PRSP is ready, IMF staff should make
specific efforts (including, if necessary, dedicated missions) to discuss with civil
society and other PRSP stakehol ders the tradeoffs involved between concerns for
macroeconomic stability and the pursuit of growth and poverty reduction, and the
rationale for specific elements of the program to be supported by a PRGF. Without
such efforts, it is unlikely that the objectives of broad participation and greater
ownership will be achieved in that context.

The IMF needs to be fully explicit and transparent to all stakeholders involved asto
the criteria it takes into consideration when assessing risks to macroeconomic
stability in the formulation and monitoring of PRGF-supported programs (including,
or perhaps especially, when these programs go off- track; in those cases the same
standards should be applied to the negotiation of consolidation programs or other
vehicles used to bring the program back on track, as to the PRGF itself).

" The guidelines for JSAs of PRSPs suggest that it was initially intended that JSAs would
contribute to the determination of the amounts of lending and detailed design of the
programs. However, the guidelines do not offer any objective yardsticks for the JSAS
assessments of PRSP strengths and weaknesses. As aresult, JSAs only provide an overall
assessment of suitability, based on criteria typically left implicit, which limits their
usefulness as inputs into the determination of amounts of lending warranted.
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98.  The objective of streamlining structural conditionality should be clarified. If the
purpose is simply to achieve a more efficient division of labor between the IMF and the
World Bank, then the requirement of limiting structural conditionality to macro-critical
elements of the reform program needs to be applied flexibly. It should also be borre in mind
that World Bank and IMF operations and conditionality do not mesh naturaly, so that too
strict adivision of labor may give rise to various coordination problems which, in the end,
are a source of inefficiency. If, on the other hand, the primary objective is to enhance country
ownership of the program, then a coordinated streamlining effort between the IMF and the
World Bank would be needed, with both institutions' conditionality focusing on areas
identified as prioritiesin the PRSP and playing the role of sign posts rather than commitment
devices. However, such an approach clearly requires a judgment that there is a political will
to implement the reforms:. indeed, that is one of the central points behind the country-driven
approach of the PRSP. For that reason, it is important that the debate on all key reform areas
take place in the context of the PRSP, not later in the context of discussions on specific IMF
(or World Bank) programs
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DATA APPENDI X
Table 1. Selected Economic Indicators 1999-2003
1999 2000 2001 2002
(Annual change in percent)
Real GDP growth 4.6 19 3.8 4.2
Broad money 8.8 234 14.8 19.2
CPI (end year) 6.7 7.2 11 6.1
Terms of trade -85 -7.9 8.0 -5.6
(In percent of GDP unless otherwise noted)
Domestic revenue 4.1 14.9 12.7 14.0
Primary fiscal balance 24 25 0.6 0.0
Current account balance
(with transfers) -7.6 -7.3 -2.4 -6.5
Gross Int. Reserves
(in months of imports) 2.8 2 2.6 2
Nominal exchange rate
(Guinean frcs per US dallars) 1,736 1,882 1,974 1,976
Primary sector output 18.8 18.3 18.8 19.1
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Table 2a. PRGF-Supported Program Design and Performance
(Inbillions of Guinean francs; unless otherwise noted)
2001 2002
September December 1/ January 2/ February 2/
Orig. Adj. Outturn Orig. Adj. Outturn  Taget Outturn  Taget  Outturn
target target target target
Central govt. prim bal (floor) 71 57.6 33.6 425 81 34.8 27.4 56.6
Net bank credit to govt.
(ceiling) -89 -272 -37.7 -17.8 -53.2 20.5 0.6 -182 -12.2 -16.9
Reservemoney (ceiling) 368.5 367.2 3584 3810
NFA of centra bank (millions
of US dollars) (floor) 93.2 1131 74.7 98.4 125.1 60.7
Central govt.nonmining rev. 1/ 449.6 384.6 598.6 504.9 55.4 60.6 111.2 117.3
Customs revenue 1/ 260.6 251.1 358.7 326.6
Central govt.primary exp 1/ 449.6 4233 600 583.1 51.3 434 84.0 95.6
Current exp in priority sec.1/ 56.1 33.8 97.9 62.9 6.7 39 10.6 11.0
Source: IMF staff reports—Figuresin italics indicate non compliance with target.
1/ Indicativetargets
2/ Targets under the consolidation program
Table 2b. Performance Since the First Review of the PRGF-Supported Program
(In billions of Guinean francs; unless otherwise noted)
2002
June 1/ September December 2/
Crig. Ad. Orig. Adj.
target target  Outturn target target Outturn  Target Outturn
Central govt. prim bal (floor) 64.7 -11.9 835 -34.1 119.7 2.2
Net bank credit to govt. (ceiling) 26.9 95 58.9 -19.9 1717 -23.9 136
Reserve money (ceiling) 362.5 414.4 362.1 405.6 366.9
NFA of central bank (millions of
USdollars) (floor) 40.5 448 60.5 52.9 75.1 38.5 67.2 25
Central govt. nonmining rev. 1/ 299.4 288.3 444.8 449.6 630.6 630.6
Customs revenue 1/ 187.4 177.3 286.7 279.2 403.7 396.8
Central govt. primary exp 1/ 284.7 346.7 425.5 514.8 570.4 668.4
Current exp in priority sec.1/ 10.7 17.9 219 15.6 57.7

Source: internal IMF documents (briefing papers)—Figures in italics indicate noncompliance.

1/ Indicative targets
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Table 3: Assessment of the Adaptation of the IMF s Internal Policy Process Based on
Briefing Papers and Review Department Comments

for flexibility to use
additional
concessional external
financing if
available?

the fiscal stance from the ESAF to the PRGF. Both briefs
alow afiscal loosening that is significant enough to
accommodate additional concessional inflows albeit these do
not describe explicitly how different levels of external
financing would contribute to achieving the PRSP objectives.

Assessment criteria Summary of change in policy approach as indicated by ESAF, 2nd PRGF, new
ESAF- and PRGF-related briefs/review department annual three-year
comments arrangement arrangement
(10/1997) (02/2001)
Briefing Papers
1. Doesthebrief discuss The February 2001 brief shows clearly staff’swillingness to N.A. 4
links between the ensure the consistency of program’s objectives with those set
PRSP and the PRGF  forth by the PRSP, which is an improvement on the ESAF.
objectives? This brief discusses the mission's readiness to amend the
macro objectives of the PRGF-supported program if these
differ from those set forth in the PRSP and to discuss with
CSOs the links between the macro program and PRS.
Moreover, the consistency of the program's macro objectives
with the evolving PRS is expected to be ensured at the time
of the midterm review.
. Inresolving the key In resolving key issuesidentified, there is no robust evidence
issues identified by that the mission has become less prescriptive in PRGF- than
the mission doesthe ~ ESAF-supported program. Although more policy space has
brief leave room for been given by staff to the authorities with respect to fiscal
discussions of policy, the PRGF brief does not still appear to leave room for
alternative policy discussion of abroad range of policy alternatives.
options to achieve i .
. . Fiscal policy 1 2
major objectives? Monetary policy 1 1
Financial sector reform 2 -
Public sector reform 2 -
Governance -- 3
. Arealternative The ESAF brief does not discuss any alternative macro 1 2
macroeconomic framework nor does the PRGF brief. Neverthel ess, staff
frameworks and the deploresin the latter the fact that the macro objectives set
tradeoffs between forth in the program do not account for major investments
them considered? planned in the mining sector or likely to result from
regulatory or legal reforms.
. Doesthe program In both ESAF and PRGF briefs, there is athorough 4 4
discuss how it will discussion that reveals staff’ s eagerness to deal with
protect key unexpected adverse shocks. The ESAF brief describes how to
objectivesin the take account of unavoidable outlays for the presidential
event of elections, setbacksin external policies and the projected tariff
unanticipated reduction in the WAEMU region. In the PRGF brief,
negative shocks? tradeoffs between budgetary adjustment and financing are
considered to take into account the occurrence of various
shocks including the unexpected disbursement of bilateral
assistance mission and the deteriorating security situation.
. Doesthe brief alow There seems to be no evidence of change in the flexibility of 3 3
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Assessment criteria Summary of change in policy approach as indicated by ESAF, 2nd PRGF, new
ESAF- and PRGF-related briefs/review department annua three-year
comments arrangement arrangement
(10/1997) (02/2001)
6. Isaparticipatory Compared to the ESAF, the PRGF-supported has benefited N.A. 4
processin resolving from contributions of local stakeholders. In the PRGF brief,
key issues staff indicate their plan to discuss the macro adjustment
considered? program and its link to the PRS with civil society and to seek
the views of other donors on civil service reform.
7. Doesthe brief The PRGF-supported program appears to have a stronger N.A. 3
identify policy issues  poverty focus than the ESAF one. While the typical ESAF
where poverty and brief would not emphasize any poverty or social impact types
socia impact of issues, the PRGF brief describes how the new program
assessment (PSIA) will aim to ensure that the budget is pro-poor and how the
inputs would be mission will take account of the direct social impact of the
necessary/useful ? program's key macro policies.
Review departments' comments
8. Istheneedformore  There seemsto be a higher willingness from review 1 3
“policy space” for departments to allow more scope for alternative domestic
home grown options  policy options. As opposed to the quite prescriptive tone of
recognized in the the review comments on the ESAF brief, the degree of
review process? prescriptiveness with which these departments have
commented the PRGF brief israther low. In fact, review
departments praise in the latter staff's intention to discuss
with civil society about the program macro objectivesin the
run-up to the country's formulation of the full PRSP and
suggest also that the macro objectives of the Fund-supported
program be consistent with the PRSP objectives.
9. Are poverty issues In this regard, there is a significant improvement of the 1 3
discussed or their PRGF over the ESAF. While there were merely no poverty
absence highlighted issues mentioned in the reviews comments on the ESAF
inreview brief, staff were urged in some review comments of the
departments’ PRGF brief to note the potentia tradeoffs between the macro
comments? and PRS objectives, and to amend the program's macro
targetsin a context of areview should the PRSP determine
different macro objectives.
10. Did review Compared to the ESAF-related review comments, those 1 2
departmentspressfor  associated with the PRGF-supported program support staff’s
more or less decision to limit IMF structural conditionality to its core
conditionality (prior  areas of expertise and to devote others to the Bank albeit the
actions, PCs, emphasis on streamlining conditionality is not quite strong.
structural

benchmarks) in the
policy areas specified
by the mission?
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SURVEY RESULTS
Guinea

1. As part of the OED and |EO evauations of the PRSP Process and PRGF, a survey
of PRSP stakeholders was administered in each of the ten countries where a case study is
being undertaken. The objective of the survey was to obtain perceptions of the PRSP
process and the role of the World Bank and IMF in supporting the initiative. The primary
use of the survey results will be to analyze perceptions of the various PRSP stakehol der
groups across al ten countries.

2. A standard survey of 39 questions was administered in each country. The full
guestionnaire can be found on both of the evaluation websites:
www.worldbank.org/oed/prsp ; http://www.imf.org/external/np/ieo/2002/prsp/index.htm.
The survey consisted of four main components: information on respondents; the PRSP
process (covering ownership, results orientation, comprehensiveness, partnership-
orientation and long term perspective); World Bank performance; and the role of the
IMF. In most cases, respondents were asked to indicate the extent of their agreement with
statements on a five point scale’®. The survey was translated, where necessary, and pre-
tested before being applied. A local consultant with survey experience was engaged in
each country to assist with administration of the survey. Survey results were coded by the
local consultant and sent back to Washington and an outside contractor, Fusion Analytics,
was hired to analyze the data.

3. The survey was targeted at key groups within the three main categories of PRSP
stakeholders: Government, Civil Society, and International Partners.”® Within each group,
the survey sought to obtain an institutional view and was targeted at the most
knowledgeable individuals. Respondents were asked to define the nature of their
involvement in the PRSP process, ard their level of familiarity with the PRSP document,
the Bank, and the IMF. Given the targeted nature of the survey, respondents who were
“Not Aware” of the PRSP Process were excluded from the results. The specific samples
were sdlected using three main inputs. information gained through the country case study
mission; participants listed in the PRSP document; and input from the local consultant. In
some cases, samples were circulated to obtain broader input on their composition. The
study teams also identified a set of highly relevant respondents in each country for

"8 The five point scales used in most questions offered a range from 1: Completely
Disagree to 5: Completely Agree. Respondents could also mark O for Don’t Know or
Unsure.

"9 Fourteen stakeholder groups were identified: Government—central government, line
ministries and sector agencies, local government, Parliament—Civil Society—Ilocal
NGOs, business sector, labor unions, academia, media, religious organization, political
party, other—International Parthe—donor, international NGO. Results at the stakeholder
group level are presented in the aggregate analysis across all countries.
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whom a survey response was required. These included core ministries and agencies
(Finance, Economy, Central Bank...), key PRSP-related ministries (Health, Education,
Agriculture...), and maor dorors. Survey questionnaires were tracked in order to ensure
responses were obtained from key groups, however, individua respondents could choose
to remain anonymous.

4, The following sections present findings from the survey applied in Guinea.
Section A provides an overview of the survey respondents, including the nature of
involvement and familiarity with the process. Section B provides an aggregated snapshot
of stakeholder perceptions of the PRSP Process across each of five main sub-categories.
Section C provides the mean results for all questions concerning the role and
effectiveness of Bank and Fund support. Section D presents results for questions with the
most positive and negative responses and questions where there was the greatest
consensus or disagreement on issues.



A. Respondent Information

1.Composition of respondents (n = 53)

Civil Society
47%

Government
47%
International Do:or
NGO 2%
4%

3. Level of Familiarity

PRSP document 62 percent
Bank 36 percent
IMF 23 percent

2. Nature of involvement (In percent)

Involved in both Strategy and Implementation /
Monitoring

Involved in Implementation / Monitoring Only

Direct Contribution to Strategy

Consulted During Strategy Only

Not Involved but Aware

Not Aware

i

]2%

40%

9%

13%

9%

I

26%

_Zg_
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B. The PRSP Process

Partnership-
Oriented

|4.04

Relevance

|4.oo

Comprehensive/

|3.91

Long-Term

Results-Oriented

|3.9o

Country-Driven

C. Bank and IMF

World Bank

Q32: World Bank involvement has
been very helpful

Q36: World Bank promoting
coordination of donor assistance

Q34: World Bank assistance
supports PRSP priorities

Q33: World Bank strategy is aligned
with PRSP

Q35: World Bank activities provide
relevant inputs

3.61

|4.15

| 4.00

|3.86

|3.78

|3.33

IMF

Q37: IMF involvement has been very
helpful

Q39: Design of PRGF program
indicates more flexibility

Q38: Gov't-linked budgets with PRGF
is more pro-poor and growth than
before

3.68

4.03

_89_
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D. Composite Results Table

Percent

Question agree

Percent
disagree

Means with
highest
standard
deviations

Means with
lowest
standard
deviations

Percent
don’'t know
or unsure

Most positive responses

Q25
Q20
Q24
Q9

Q10

Partnership-oriented: Donors supported formulation 811
Comprehensive: Adequate diagnosis of cause of poverty 81.1
Comprehensive: Adequate road map for long-term goals 79.2
Relevance: PRSP adds value 73.6
Relevance: PRSP improves on past modalities 717

M ost negative responses

Q15
Q23
Q18
Q13
Q14

Country -driven: Government continues to engage stakeholders
Comprehensive: Balance between growth and poverty reduction
Results-oriented: Structure to monitor results

Country -driven: Y our stakeholders were consulted

Country -driven: Final document was modified to accommodate viewpoints

Most polarized responses

Q30
Q29
Q19
Q27
Q15

Partnership-oriented: Quality of Bank/Fund collaboration
Partnership-oriented: Coordination b/t World Bank and IMF improved
Results-oriented: Results feed back

Partnership-oriented: Donor coordination improved

Country -driven: Gov't continues to engage stakeholders

Areas of greatest consensus

Q20
Q16
Q17
Q9

Q24

Comprehensive: Adeguate diagnosis of cause of poverty
Results-oriented: Outcomes benefit poor
Results-oriented: Redlistic targets and plans

Relevance: PRSP adds value

Comprehensive: Adequate road map for long-term goals

Most unfamiliar areas

Q30
Q29
Q27
Q19
Q28

Partnership-oriented: Quality of Bank/Fund collaboration
Partnership-oriented: Coordination b/t World Bank and IMF improved
Partnership-oriented: Donor coordination improved

Results-oriented: Results feed back

Partnership-oriented: Current donor coordination

30.2
28.3
26.4
245
17.0

414
4.00
381
3.83
3.48

4.37
4.22
4.08
4.35
4.41

34.0
28.3
22.6
20.8
17.0

Note: The percentage of those who “agree” or “disagree” relate to the total that responded to each question. The percentage of “don’t know or unsure” is calculated on the
basis of the respondents in the sample 53. To determine areas of low level of agreement among the sample (polarization), and high level of agreement (consensus), the means
for al the questions were sorted by their standard deviation. The five highest (most polarized) and lowest (greatest consensus) ranking means are given in the table.
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DESCRIPTION OF THE PRSP FORMULATION PROCESS®

1. The formulation process of the Guinean interim-PRSP was launched in February
2000 with the publication of the Poverty Reduction Policy Statement L etter in which was
stated the government’ s decision to make participation the basis of the PRSP preparation and
implementation processes. In this letter, it was indicated that * participation and ownership
are among the key principles that must govern the drafting and the implementation of the
PRSP.”

2. In March 2000, grassroots consultations were organized in Conakry and in the four
natural regions of Guinea. Participants expressed their views on their perception of poverty,
their vision for reducing poverty, and their expected contribution to the fight against poverty.
The government also organized consultative meetings with national institutions, academia,
local and international NGOs, donors, professional associations and unions. The emphasis of
these consultations was on ng the results of previously developed strategies for
poverty reduction and development ands their suitability as a basis for the PRSP. At the end
of these consultations the decision was taken to formulate a new strategy and an action plan
was defined in this respect. A first draft of the interim PRSP was produced in April 2000.
The following month, this draft was circulated for comments to Guinea’ s international
partners and various key institutional stakeholders.

3. In July 2000, with a view to following up with this broad-based consultation process
the government put in place the following structures:

A Consultative Steering Group chaired by the minister of economy and composed of
the ministersin charge of priority sectors and representatives of the main donors
(G8 countries, UN, BWIs and EU).%!

An Interministerial Committee responsible for setting key orientations in relation with
the PRSP process. %

8 This annex borrows liberally from the description of the participatory process provided in
the PRSP itself and incorporates additional information provided by the authorities.

81 This group met at regular intervals in 2000 and 2001. At the time of the evaluation,
participants indicated that it had not been convened since early 2002.

82 The evaluation team was unable to find evidence of regular meetings of this Committee.
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A Permanent Secretariat of the PRSP (attached to the ministry of finance and
planning), in charge of executing the decisions of the above Committee and of the
operationalization of the PRSP process.

Seven thematic groups (macroeconomy and sectors with potentia for growth;
governance, decentralization, and capacity building; private sector and employment;
basic infrastructures; rural development and environment; gender, population, and
development; and socia sectors), each including representatives of three stakholder
groups: (i) interested government departments; (ii) civil society; and (iii) international
partners.

4, Members of the thematic groups were either self-selected by the institutions invited to
designate representatives to one or severa of these groups (donors were typically invited to
sitin al of them) or pre-selected by the authorities (typically for civil servants and for civil
society organizations). Each group ended up having 25 to 30 members, with aclear
preponderance of civil servants. They were co-chaired by a representative of the government
and a representative of civil society. These groups started their work in July 2000 on the
basis of detailed terms of reference inviting them to review existing strategies, deepen their
analytical underpinnings, analyzing in particular the links between specific policy options
and expected poverty outcomes, make proposals to refine and improve these strategies, and
define monitorable objectives.®* The terms of reference indicated that the work of these
groups would be used in the formulation of the PRSP, but implied no commitment from the
authorities to take into account all or even most of their inputs.

5. The interim PRSP was finalized and adopted by the government in October 2000 and
reviewed by the IMF and World Bank Executive Boards in December 2000.

6. In January 2001, the interim PRSP was disseminated to local communities and
decentralized authorities. Then, between March and June 2001, it was reviewed and validated
by grassroots populations during consultative meetings held in Conakry and seven
administrative regions of Guinea. In July 11-13, a national workshop was organized in
Conakry at which the first draft of the final PRSP was presented and discussed. Participants

83 Subsequently, the ministry was split into two departments. The PRSP secretariat then
became attached to the Finance ministry, with its permanent secretary as chairman of the
PRSP secretariat. It isasmall unit composed of 11 members, of which five are from civil
society or the private sectors, and others are civil servants. It was formally institutionalized
(i.e., adecree creating it was issued) in August 2001.

8 In hindsight, it is clear that these terms of reference were excessively ambitious. While the
detailed outputs expected from these groups would, if delivered, have provided the basis for a
‘model’ PRSP, they were in fact at variance with the capacity and resource constraints faced
by these groups.
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included civil servants, local officias, representatives of the main national institutions and of
the private sector, and donors. The technical teams formed in 2000 were invited to steer the
discussions. Also in the summer of 2001, an eighth themetic group was set up, in charge of
the “communications and culture” dimension of the PRSP.

7. After the thematic groups completed their reports in the fall of 2001, the permanent
secretariat of the PRSP produced arevised draft of a full PRSP and a new round of
workshops were held between November and December in Conakry and the seven other
administrative regions of Guinea. These workshops were intended to ensure the restitution of
the work of thematic groups to the population and obtain the validation of the final draft of
by grassroots groups.

8. In January 2002, the government adopted the final PRSP. In May, a nationa
workshop was organized to discuss the implementation of the PRSP. In July 2002, the PRSP
was reviewed by the IMF and World Bank Executive Boards. Between August 2002 and
March 2003, consultative meetings were held in the regions for the preparation and the
drafting of regional PRSPs.
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HIGHLIGHTSON THE GUINEAN PRSP

1. This annex presents some key features of the Guinean PRSP. The first section is an
outline of the paper describing succinctly its structure, the main pillars of the poverty
reduction strategy, and various priority public actions envisaged. In the second section the
main differences between the Guinean 1-PRSP and PRSP are summarized. The third section
discusses to what extent the recommendations expressed in the JSA of the I-PRSP are taken
into account in the PRSP.

|. OVERVIEW OF THE PRSP
Structur e of the PRSP

2. The Guinean PRSP include six main chapters that describe respectively poverty in
Guinea, the current strategic framework, the poverty reduction objectives and strategies,
monitoring and evaluation and risks associated with the implementation of the strategy.

Main focuses of the poverty reduction strategy

3. The poverty reduction strategy set forth by the paper is articulated around the
following three pillars. enhancing economic growth, promoting the delivery of and an
equitable access to basic services, and enhancing governance and institutional and human
capacity building.

M acr oeconomic framewor k

4, The declared god is to achieve an average annual growth rate of 5.2 percent between
2002 and 2004 and a 10 percent growth rate by 2010. In order to realize this performance, the
macroeconomic policies set forth in the PRSP are intended to reduce:

the inflation rate to 7 percent in 2001 and to 3.5 percent by 2005;

the overall fiscal deficit as a share of GDP (excluding grants) from 5.4 to 1.3 percent
between 2000 and 2005;

the external current account deficit over GDP (excluding officia transfers) from 6 to
4 percent during the same period.

5. These macroeconomic objectives are based on a bulk of assumptions of which: the
prevalence of a sustainable peace in the sub-region; afervent commitment to the strategy by
the entities responsible for its implementation at the central and local government levels; an
effective grassroots involvement in the implementation of the strategy, and external financial
assistance through the HIPC initiative.
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Priority public actions

6. The Guinean PRSP spells out a prioritized action plan for severa key areas. Hereafter
are listed some priority public actions envisaged in areas within the IMF s mandate.

Tax and fiscal policies

7. Major structural reforms that are given precedence are the expansion of the tax base,
the enhancement of tax inspections, tax assessment and collection procedures, the
rationalization of customs procedures, and the improvement of the mobilization of nontax
revenues.

Monetary policy and financial system reform

8. Ensuring economic and financial stability and improving conditions for financing
economic activitiesis considered by the Guinean PRSP as the main objective of monetary
policy and financial system reform. Accordingly, the following measures are primarily
envisaged amongst others:

Reviewing the reserves requirements with due consideration to liquidity
requirements

Redefining the role of Treasury bills to be used as a monetary policy instrument;
Extending the deregulation of the capital market;
Reducing bank financing of the fiscal deficit

Strengthen banking system through tighter banking supervision and application of the
Basle principles.

Privatization

0. The PRSP includes a brief section with that heading under policies aimed at boosting
growth. It notes that the government has three objectives with respect to public enterprise
reform: reducing the burden of that sector for the government’s budget; providing quality
services at competitive prices through greater private sector involvement; and improving the
growth prospects of the businesses concerned (mostly in the utilities sector). It then calls for
the privatization of potentially profitable enterprises, and the dissolution or liquidation of
unviable businesses. However, these statements of intent are not followed up by any specifics
in the PRSP’ s policy action plan, and the detailed sections of the PRSP dedicated to the
reform of basic infrastructures (including utilities) do not mention privatization.
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1. COMPARISON BETWEEN THE |-PRSP AND THE PRSP

10.  This comparison exerciseis of particular interest as it allows to track the main
changes which the interim strategy may have benefited from as aresult of the participatory
process, poverty data update, and comments by IMF and World Bank staffs expressed in the
JSA.®° |n this section some specific sections of the |I-PRSP are compared to the
corresponding PRSP sections. In addition to the introduction, these sections of the I-PRSP
include those that are devoted to poverty in Guinea, the macroeconomic sections of both the
Current Strategic Framework, and the Poverty Reduction Objectives and Strategies chapters.
Below are listed the titles of these sections and subsections along with a pure description of
the similarities and the differences between the content of the two papers.

I ntroduction

11.  Theintrodwctory sections of both documents are exactly the same apart from the fact
that the final PRSP’ s introduction includes four additional paragraphs (11 through 14)
discussing:

The decision by the government to involve all stakeholdersin the design and the
implementation of the strategy;

The participation process (Annex 1.4 contains its description), the need of its
institutionalization and the accountability of al actors involved,

The mobilization of resources for the financing of the strategy
Poverty in Guinea
The concept of poverty and peopl€e’ s perceptions of poverty

12.  Compared to the interim document, the PRSP includes in this subsection an extra
paragraph (Paragraph 17) which lists the type of participants and some of the topics that were
raised during the grassroots consultations held in March 2000.

Poverty profile

13.  Two paragraphs are added to the fina PRSP (Paragraphs 20 and 21). The first
considers the lack of recent data as an obstacle to the tracking of the characteristics of
poverty and mentions ongoing household surveys. The second provides a list of available and
planned surveys and underlines the import of monitoring and evaluation in the PRSP process.
Further, the following amendments have been made in the following subsections.

8 The latter are addressed thoroughly in next section.
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Poverty by Area of Residence

14. Some minor changes are noticeable in this subsection. Paragraph 15 of the I-PRSP
and Paragraphs 24 and 25 of the full PRSP discuss the high poverty rate in rural areas
relative to urban areas and various problems faced by some populations in urban areas. The
only dlight difference is that there is a few additional poverty rates included in the final
document compared to the I-PRSP.

Poverty by accessto health care

15.  Thefollowing remarks can be made with regard to this subsection:

Paragraph 19 of the I-PRSP is the same as Paragraph 29 of the PRSP. However, the
former reports that maternal mortality declines from 136 to 98 per thousand whereas
the latter finds that the decline was from 153 to 98 during the same period.

Paragraph 31 is added to the final document which describes the evolution of
immuni zation performance.

Poverty by access to education

16. There is an additional paragraph in this subsection (paragraph 37) which lists the
progress made in the last ten years.

Poverty by gender

17.  Paragraph 49 is added to the fina PRSP which advocates the need to identify the
specific characteristics of the poor.

Poverty factors

18.  There are two additiona paragraphs (61 and 62) in the final PRSP which discuss the
causes and effects of insecurity and the actions needed to remedy the adverse consequences
of war affecting some neighbor countries,

19.  Further, two paragraphs (43 and 44) included in the I-PRSP are missing from the final
document. These underline on one hand the problems associated with the lack of recent data
and how they were planned to be addressed and accounted for in the final PRSP, and on the
other the available population and health surveys and the import of monitoring and
evauation activities.

The current strategic framework: the macroeconomic framewor k

20. Paragraphs 70 and 71 of the PRSP contain ailmost the same information as
respectively paragraphs 48 and 49 of the I-PRSP except that the former are updated with
information on real GDP, inflation, primary budget surplus, investment over GDP and
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foreign assets in 2000. Besides this update, the rest of the section seems to have been reedited
but its content has not changed at all from the I-PRSP to the final PRSP.

Poverty reduction objectives and strategies

21.  The corresponding section of the I-PRSP has been disaggregated into two sections in
the PRSP discussing respectively the objectives of the strategy” (Section 1V) and the poverty
reduction strategy (Section V).

22.  Contrary to the objectives listed in the I-PRSP (Table 4), those set out in the PRSP
(Table 6) are deemed to be based on the grassroots consultations. With regard to growth and
poverty reduction, the two documents target the same long-term objectives. However, the
final document contains more ambitious objectives concerning macroeconomic stability
(inflation, current account and fiscal balances).®

23.  Concerning the sector strategies, the two papers set out the same long-term objectives
in the following areas: rural sector, education, transportation. However, the final PRSP seems
more ambitious with regard to the objectives formulated in the following sectors: healthand
access to safe water. Moreover, increasing access to postal and telecom servicesis an
objective which appears in the PRSP but not in the I-PRSP.

24.  Asfor the nonmeasurable objectives, improved governance is cited explicitly among
the objectives in the I-PRSP but not in the final document. Moreover, contrary to the PRSP,
the I-PRSP includes an objective which isto “alow every Guinean to exercise their rights’.

25.  Thereduction of the poverty rate from 40.3 percent in 1995 to 30 percent in 2010 is
literally set out in the I-PRSP as the objective of al government’s actions but in the final
PRSP, this objective appears only in Table 6 which reports the measurable poverty reduction
objectives.

26. In addition to being listed in the core sections, the main poverty reduction strategies
and policies (PRS) and policies envisaged are synthesized in the matrix of PRS and policies
which isreported in annex of both documents (PRSP, Annex | p. 11 and I-PRSP, Annex I

p. 59). Naturaly, in light of the corrections made in the text comparing these matrices allows

8 Some differences are noted also in the tables included in the above topics/section Aside
from the differences between the tables on measurable poverty reduction objectives, the two
documents differ mostly in that the PRSP document includes a wide set of tables that are not
reported in the I-PRSP. These include the following tables:

Forecast HIPC resources, FY 2001 (p. 63);
Implementation plan for spending from HIPC financing (p. 63);
Medium-term financial forecasts (p. 59).
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to detect several differences in key areas. With respect to tax policy, and nonetary policy and
financial systemreform, various similarities and differences are noticeable.

Tax and budget policy

27. In both documents, the general objective which is to improve fiscal management and
the detailed objectives are identical. However, most of the strategies and activities envisaged
to achieve these objectives are expanded, prioritized and more detailed in the full PRSP. For
instance, in order “to increase revenues, including nonmining revenues’, additional
strategies/activities are considered: VAT exemption for arange of products, expand the tax
base, step up antifraud activities, “monitor the informal sector” etc. Nevertheless, for other
detailed objectives, many strategiedactivities initially envisaged initially in the I-PRSP are
missing from the final document (e.g. “Improving efficiency and competitiveness of
procurement contracting”). It is worth noting that in the latter a specific target is given (that
isagross domestic surplus of 3 percent of GDP in 2002) which the I-PRSP did not set out.

Monetary policy and reform of the financial system

28. Here again, the general objective is the same that is to “ensure economic and financial
stability and improve financing conditions within the economy”. Moreover, al the detailed
objectives envisaged in the I-PRSP are reported in the final document except the following
which have been dropped out: i) creation of a second monetary zone in 2003, and i)
facilitating efforts to harmonize the microfinance entities in operation within the subregion.

29.  Some dtrategies/activities which were not considered in the interim document are
added to the final document. For instance, to meet the “stabilize inflation and the exchange
rate” objectives, the authorities envisaged the following new measures: keep track of the
level of reserves, use treasury bills as a monetary policy instrument, limit banking financing
of the budget deficit, and liberalize the financial market. To meet the * promote sustainable
development of microfinance” objective, the final document proposes in addition to those
listed in the 1-PRSP the following strategies which seem to be the result of the participatory
process. i) involve grassroots in management of local savings and loan and design of
safeguards, and ii) adapt prudentia rules to standards issued by the Basle committee. By the
same token, the PRSP includes an additional target which isto double the customer base by
2005.

30.  Thetwo documents set out the same targets in the following areas. exchange rate
spread, international reserves, semi-annual inspections of financia institutions. However, the
three specific targets which are envisaged in the |-PRSP are abstracted from the final
document; that is to limit:

The budget deficit excl. grants to a maximum of 4 percent of GDP;

Monetary financing of the Treasury to 10 percent of the previous year’s tax revenue;

The rate of arrears on loansto 5 percent in 2003.
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[11. IMPACT OF THE JSA OF THE|-PRSP ON THE PRSP

31.  Inlight of the guidance on I-PRSP and JSA of I-PRSPs, the purpose of the JSA of
I-PRSP is most notably to acquaint the authorities with the IMF and World Bank staffs
views on the key issues and questions to address in the preparation of the PRSP. Thisimplies
that these views are to be effectively reflected by the fina strategy set forth in the PRSP
should the authorities want the latter to be presented by staffs to their Executive Board as a
sound basis for concessiona assistance.

32. This section is an attempt to assess to what extent the Guinean PRSP reflects
staffs' views expressed in the JSA of the I-PRSP. At the outset, several key recommendations
emerging from the staffs' assessment are identified. Then, the full PRSP is thoroughly
reviewed with the am of determining whether or not these are addressed somehow. Lastly,
as staffs' views may be partialy or fully addressed when these are not simply ignored, the
level of efforts provided by the authorities to account for staffs' views is ranked according to
afour-scale range where (1) indicates that the recommendation was ignored and (4) that it
was substantively taken into account.

33.  Theresultsof this exercise are summarized in the table reported in next page. Several
key messages are noticeable. Out of nineteen staffs' recommendations identified, four seem
to have been totally ignored (or about 20 percent) and two fully taken care of in the
preparation of the PRSP (or about 10 percent). Staffs’ proposals which have been ignored
include presenting the objectives of the national PRS in the context of the international
development goals for 2015, developing the linkages among the three main pillars of the
PRS, completing the full PRSP later than end-2001, and indicating how to reduce the poor’s
vulnerability to exogenous shocks and how to assist them once adverse shocks occur.
Decentralization of service delivery and the improvement of public expenditure management
are two staffs' recommendations which have been paid full attention in the final strategy.

34.  Two-third of staffs recommendations have been addressed but not to a full extent
although serious or insignificant efforts seem to have been provided by the authorities to take
them into account. Overall, about 80 percent of staffs' recommendations were partially or
fully taken into considerationin the full PRSP
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Recommendationsincluded in the How does the full PRSP reflect these recommendations Code
JSA

1. Strengthen strategy to overcome obstacles to recent poverty reduction policies, including:

i Decentralized service delivery The PRSP seems to have taken into account this recommendation by 4
listing explicitly (unlike the 1-PRSP) how local communities financial
and human resources will be enhanced. Financia resources are expected
to be increased through a one-off capital, expenditure allocation, an
annual operating allocation and more authority for local governmentsin
setting tax rates and base. Concerningthe enhancement of human
resources, it is believed to be achieved through the recruitment and
assignment of adequate personnel to local communities and training
programs to benefit al actorsinvolved in the decentralization process.

ii M oreproactive privatization Compared to the I-PRSP, the full PRSP includes a subsection 2
program "Privatization" (p. 64) which discusses the aims of the government'
reform strategy in this matter. However, this sub-section fails to address
how the privatization process could be more proactive.

il Improved public expenditure The full PRSP includes additional measures aimed at strengthening 4
management expenditure control framework such as the establishment of a database
of unit costs for routine categories of works and materials and the
adoption of anew system to manage local contributions to IDA-
financed projects.

iv Improved governance, More than the |-PRSP, the full PRSP seems a priori to have a clear 3

transparency and accountability ~ focus on the issue of improving governance. For instance, the latter
includes a subsection entitled "Good governance" which provides a
definition of the concept of good governance and lists its merits and
objectives. However, apart from the objective of enhancing stability and
security, al other objectives set out for good governance can be also
found in the interim document. As for the issue of transparency, the
PRSP spells out a short list of measures that have been implemented
after the 1-PRSP and before the final document have been published.
But the final strategy does not seem to provide additional measures and
activities envisaged in this context. The issue of accountability has
clearly received more attention in the final document compared to the
interim document. Nevertheless, thisissue is dealt simultaneously with
that of participation, which makesit difficult to disentangle how the set
of measures envisaged in this respect are specifically related to each of

them.

2. Update poverty profile and "Poverty by area of residence" and "Poverty by access to health care” 3
benchmarks with qualitative data subsections of the full-PRSP have been updated respectively with data
collected by surveys undertaken on poverty in rural and urban areas, and data on maternal mortality.
when preparing for CAS and
NHDP

3. Present the objectives of the There seems to be no evidence that this recommendation has been taken 1
national PRS in the context of the into account in the final document.

international development goals for
2015
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Recommendationsincluded in the How does the full PRSP reflect these recommendations Code
JSA
Review the quantified objectives The quantified objectives have clearly been reviewed in light of the 2

for poverty reduction. For instance,
i) 10 percent GDP growth rate for
2010 too optimistic, ii) growth rate
to be consistent with the rate of

poverty reduction, iii) the suggested

10 percent poverty reduction would
not preclude an increase in the
absolute number of the poor given
population growth

Integrate macroeconomic goals
with structural policy reforms and
poverty reduction policies

Analyze the poverty impact of each
component of the PRS

Develop linkages among the three
main pillars of the poverty
reduction strategy

Describe clearly the sources of
employment opportunities for the
poor

Address the issue of building
capacity at all levels, incl. through
civil service reform

differences between the two tables in which they are reported in both
documents (Table 4 in I-PRSP and Table 6 in PRSP). Indeed, objectives
related to macro stability, health and access to water seem more
ambitious in the full PRSP even though longterm growth and poverty
reduction objectives remain unchanged. However, both documents set
out exactly the same objectives concerning other sectoral strategies such
as education, transportation and rural sector. Despite the concerns raised
by the JSA that a 10 percent growth rate for 2010 is too optimistic and
that a 10 percent rate of poverty reduction between 1995 and 2010 is
not enough to reduce poverty in absolute terms, all of the objectivesfor
GDP growth and poverty reduction are exactly the samein both
documents.

Some efforts seem to have been made in order to account for this 3
recommendation. For instance, on one hand tax and fiscal policies
envisaged in the full PRSP entail major structural reforms which the I-
PRSP did not spell out explicitly: expand the tax base, enhance tax
inspection, tax assessment and collection procedures. On the other hand,
efficient management of public expendituresis considered as an
important component of these policies; which seemsto be an example
of stronger linkages among the main pillars of the PRSP. Mareover, itis
worth noting that the "M acroeconomic Policies" section of the fina
document includes a" Privatization" subsection contrary to that of the
interim paper. This subsection describes briefly the nature and aims of
the privatization process.

In this regard, there does not seem to be any significant differences 2
between the two documents. In the full-PRSP, it is asserted that some of

these components such as boosting economic growth will impact on

poverty but no specific analysisis made to describe the linkages among

these components and poverty.

The final document seems to be short of an explicit attempt to clarify 1
the linkages among the main focuses of the strategy.

It seems that several sources of employment opportunities are 2
sporadically described throughout the document. For instance, the

following sectors are considered as important sources of job

opportunities; transportation, tourism and craft industries, rural and

mining. However, job opportunities that these sectors are deemed to

provide seem to benefit all populations. Indeed, apart from the case of

craft industries, it does not appear to be any particular effort to discuss

how the poor could be the primary beneficiaries.

Like the I-PRSP, the full PRSP envisages a set of strategies/activities 3
aimed at building institutional and human capacities both at the local

and central levels. In this respect, the existing PRCI (centra level) and

PACV (local level) are primarily expected to play an important role.
Furthermore, the full PRSP reports that the government has initiated the
process of establishing a comprehensive approach to capacity building

and good governance (PRCG). But the nature of this approach and how
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Recommendationsincluded in the
JSA

How does the full PRSP reflect these recommendations

Code

10.

11.

12.

13.

14.

15.

Address more explicitly the issue of:

i Strengthening personal and
institutional accountability
within the government

ii Accessto justice by the poor

Spell out scope and content of the
master plan for statistics for better
decision making

Underline key elements of the debt
management strategy to be
implemented

Completion of the full PRSP by
end-2001 too ambitious

Risks and difficulties not accounted
for in the "Risks" section of the -
PRSP (i) Overcoming the causes of
dlippagesin policy implementation
faced by past policies; (ii)
Enhancing revenue mobilization;
(iii) Ensuring a successful
administrative decentralization
while maintaining fiscal discipline;
(iv) Strong resistance from vested
interests

Spell out how to reduce the poor's
vulnerability to exogenous shocks
and how to assist them once
adverse shocks occur

it allows to tackle the issue of building capacity are not raised by the
document. Moreover, there seems to be no reference to civil service
reform through which the JSA proposed this issue to be addressed
among other things .

There seems to be no evidence that this point has been taken into
account. The final strategy seems to rather address the accountability of
the citizensinvolved in the participatory process.

The full PRSP includes only a short sub-section discussing the issue of
the access by citizens to a public system of justice and which is reported
in annex (p. 165). Alongside, alist of measures envisaged in this respect
is provided. Nevertheless, the discussion does not address specifically
the issue of accessto justice by the poor themselves.

The need of drafting a master plan for statisticsis acknowledged in the
PRSP and it is also quoted among the measures envisaged to strengthen
capacities of the national statistics system. But no details are given on
its scope and content.

Compared to the I-PRSP, the full PRSP does not seem to have benefited
from additional efforts aimed at spelling out explicitly the key focuses
of the debt management strategy. In its subsection related to "External
debt management”, the final strategy discusses the origin of the external
debt, the expected use of HIPC resources and provenance of additional
resources need to implement the strategy. Nevertheless, it isworth
noting that two key borrowing policy principles arelisted in this
subsection: obtaining highly concessional terms (at least 35 percent of
the resources to be obtained as a grant) and making sure that financing
is consistent with national development priorities.

Despite this concern, the PRSP has been completed around the period
mentioned (January 2002).

Among al these issues, revenue mobilization is the only one to be
raised--abeit briefly--in the "Risks" section of the full PRSP. Although
decentralization is deemed to play amajor role in the process, how it
shall be ensured in accordance with adequate fiscal policiesisa
potential difficulty which the final strategy does not raise explicitly.

Thereisno indication in the full PRSP that any efforts have been made
to account for this proposal .
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