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CURRENCY EQUIVALENTS

Currency Units = Guinean Franc (FG)
US$1.00 = FG 360 a/
FG 1.00 = US$0.0027

WEIGHTS AND MEASURES

Metric System

LIST OF ABBREVIATIONS

BADEA - Banque Arabe de Developpement Economique en Afrique
(Arab Bank for Economic Development in Africa)

CA - Centrale d'Approvisionnement (Input Supply Center)
CBPP - Contagious bovine pleuropneumonia
CCCE - Caisse Centrale de Cooperation Economique
DGE - Direction Generale de 1'Elevage
SPE - Service Prefectorale de l'Elevage
FAC - Fonds d'Aide et de Cooperation
IRBAG - Institut de Recherches et de Biologie Appliquee de

Guinee (Applied Research and Biology Institute of
Guinea)

MDR - Ministere du Developpement Rural
(Ministry of Rural Development)

PE - Poste d'Elevage (Livestock Post)
RP - Rinderpest

GOVERNMENT FISCAL YEAR

January 1 - December 31

a/ The official exchange rate at appraisal in April 1985 was US$1 = sylis
24.4. From October 1985, the Guinean currency, which was changed from
the Syli to the FG, has been floating according to a market-determined
rate, which at the time of negotiations on March 12, 1986 stood at
US$1 = FG 360.
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THE REPUBLIC OF GUINEA

LIVESTOCK SECTOR REHABILITATION PROJECT

CREDIT AND PROJECT SUMKARY

Borrower: Republic of Guinea

Beneficiarv: Ministry of Rural Development

Amount: SDR 8.5 million (US$9.8 million equivalent)

Terms: Standard

Cofinanciers: Caisse Centrale de Cooparation Economique (CCCE),
Fonds d' Aide et de Cooparation (FAC) and Banque Arabe de
Developpement Economique en Afrique (BADEA)

Proiect
Description: The project would increase the productivity of the Guinean

cattle herd and thereby augment national meat and milk
production, improve nutrition, and raise the standard of
living of cattle-herding families. It would be implemented
over five years and would include: (a) support for the
privatisation process of livestock service through: (i)
establishment of herdsmen's associations; (ii) creation of
an Input Supply Center for the production, purchase,
distribution and sales of livestock inputs; (iii) provision
of a small pilot credit component for the establishment of
private veterinarians throughout the country, for setting up
animal production farms, for herdsmen's associations, and
for distribution of livestock inputs; (b) strengthening of a
reduced public livestock service through: (i) upgrading the
infrastructure of the central livestock department in
Conakry and 33 field offices and provision of equipment,
vehicles and basic materials; (ii) establishment of a
training center in Lab; with a capacity for 40 students for
recycling training of selected livestock staff, practical
training of livestock agents nominated by-4brdsmen's
associations and training of representatives of herdsmen's
associations on group development; (iii) provision of
fellowships for external training of high level staff, and
(lv) provision of equipment and vehicles for annual national
vaccTnation campaigns against common cattle diseases; and
(c) provisions of about 19 staff-years of internationally
recruited specialists and 39 staff-months of short-term
corsultants to assist in project implementation, carrying
out studies related to the sector, and preparing a possible
follow-up project.

This document has a restricted distribution and may be used by recipients only in the performance I
of their official duti Its contents may not otherwise be disclosed without World Bank authorization.



(ii)

Benefits and Risks:

By the tenth year of the project, national beef production would
increase by 30% or 5,900 tons per annum, and milk by 40% or 11,900 tons per
annum, representing a significant improvement in national protein intake.
Net income of herdsmen from cattle is expected to increase by 30X. Through
the establishment of herdmen's associations, the creation of the Input
Supply Center, and the pilot credit scheme, the project would pave the way
for eventual privatisation of livestock service. Through its institutional
and training measures, the project would enable a more effective usage of
the Government's livestock services. The project involves no major
technical risks. The main risks are related to: (i) the implementation of
the staff rationalisation program, and (ii) the willingness of livestock
owners to participate in the project. On the former, risks would be
minimized by the agreement to be reached under the national staff
rationalization scheme, a key feature of the Government's structural
adjustment program. With the liberalization of the cattle market, finan-
cial incentives for herdsmen to participate are judged to be attractive.
Furthermore, they are aware of the benefits of using veterinary services
and inputs and would be willing to pay for them. Thus, the risk would be
minimal.

Estimated Cost:

Summary Project Cost Estimate
(US$ millions)

Local Foreign Total

Livestock Inputs 0.1 2.3 2.4
Pilot Credit Scheme 0.1 0.9 1.0
Upgrading of Livestock Service 0.7 3.8 4.5
Training 0.3 2.0 2.3
Vaccination Campaigns 0.1 0.9 1.O
Technical Assistance 0.0 4.0 4.0
Supervision of Construction 0.0 0.3 0.3

Total Base Cost 1.3 14.2 15.5

Physical contingencies 0.2 0.9 1.1
Price Contingencies 0.9 4.1 5.0

Total Project Cost
(net of taxes) 2.4 19.2 21.6

Taxes 0.6 0.0 0.6
Total Cost

(inc. taxes) 3.0 19.2 22.2



(iii)

Financinz Plan:

Local Foreign Total
(USS millions)

IDA 9.8 9.8
CCCE - 3.8 3.8
FAC 0.1 1.3 1.4
BADEA 4.5 4.5
Government 2.6 - 2.6
Beneficiaries 0.1 - 0.1

Total 2.8 19.4 22.2

Estimated IDA Disbursements:

IDA Fiscal Year
1987 1988 1989 1990 1991 1992 1993
----------------- US$ million -----------------

Annual 1.18 1J 1.47 2.45 2.15 1.77 0.68 0.10

Cumulative 1.18 2.65 5.10 7.25 9.02 9.70 9.80

11 Including refinancing of a PPF advance of US$465,000.

Economic Rate of Return: 14%

Staff Appraisal Report: No. 5701-GUI

Map: IBRD 1899OR



INTERNATIONAL DEVELOPMEN4T ASSOCIATION

REPORT AND RECOMMENDATION OF THE PRESIDENT
TO THE EXECUTIVE DIRECTORS

ON A PROPOSED DEVELOPMENT CREDIT OF SDR 8.5 MILLION
TO THE REPUBLIC OF GUINEA FOR A

LIVESTOCK SECTOR REHABILITATION PROJECT

1. I submit the following report and recommendation on a proposed
Development Credit on standard IDA terms to the Republic of Guinea for SDR
8.5 million (US$9.8 million equivalent) to help finance a Livestock Sector
Rehabilitation project. Additional financing for the project would be
provided by France's Caisse Centrale de Cooperation Economique (CCCE) and
Fonds d'Aide et de Cooperation (FAC), and the Arab Bank for Economic
Development in Africa (BADEA), in amounts estimated at the equivalent of
US$3.8 million, US$1.4 million, and US$4.5 million, respectively.

PART I - THE ECONOMY

2. An economic memorandum (Report No. 4690-GUI) was discussed with
the Government in November 1983 and distributed to the Executive Directors
in February 1984. This section summarizes and updates its contents,
focusing on changes in Guinea's economic situation and policies in recent
years, notably the far-reaching economic reform program launched earlier
this year and described in the President's report on Guinea's structural
adjustment program (Report No. P-4162-GUI dated January 21, 1986).
Economic data appear in Annex 1.

Political Background

3. Guinea became independent in 1958 when it opted out of the French
Union. For a quarter of a century, it had a highly centralized politico-
economic system dominated by a single political party led by President
Alnmed Sekou Toure. His death in late March 1984, and the subsequent
assumption of power by a group of military officers led by General Lansana
Conti marked the end of a political era. The present government has
adopted a radically different political orientation which enlarges the
possibilities for close collaboration between Guinea and the Association.

Overview of the Economy

4. With an area of 246,000 square km, Guinea is well endowed with
arable land and mineral resources, and has promising hydroelectric poten-
tial. It is also one of the world's largest bauxite exporters. A variety
of ecological regions and a favorable climate allow diversified rainfed
crop production besides cattle raising and forestry.

5. Despite this rich resource endowment, the failing performance of
the Guinean economy over the past twenty five years --as interrupted only in
1973-76, when the economy was briefly stimulated by expanding bauxite
operations. Outside this period, economic growth consistently remained
below the rate of population increase of nearly 3% per annum. Most of



Guinea's 5.9 million inhabitants today live at the margin of poverty. With
an average per capita income of about US$300 in 1985, Guinea is among the
least developed countries as classified by the United Nations.

6. The economy is severely dualistic as between the official and
non-official sectors. The former, which accounts for about one-quarter of
GDP, functioned until recently through an elaborate system of administered
prices linked to a highly overvalued Guinean syli (24.4 sylis to the US
dollar at the end of 1985, compared with about 400 sylis/US dollar on the
parallel market). It employed some 90,000 civil servants and parastatal
staff. Until December 1985, the remaining three quarters of the economic
output was accounted for by an active non-official sector operating on an
open black market. This market had in recent years met about 80Z of urban
consumer demand and virtually all demand for marketed consumer goods
outside Conakry, the capital.

7. Agriculture, the mainstay of the economy, accounts for over 40%
of GDP and provides the livelihood for 80Z of the population. Food crop
production has not kept pace with population growth, and cash crop produc-
tion (pineapples and other tropical fruits, coffee and groundnuts) declined
dramatically as lack of price incentives drove many smallholders to
subsistence farming. Animal husbandry is a major activity throughout the
rural sector, though forced marketing policies of the past resulted in most
of Guinea's herd being marketed in neighboring countries. Guinea's commer-
cially exploitable forestry resources have been severely reduced by indis-
criminate logging for sales in Liberia and the Ivory Coast.

8. Mining and Other Secondary Sectors. With the decline of its
agricultural exports, Guinea is all but exclusively dependent on bauxite
and alumina for its export earnings. However, its wealth of other mineral
resources, as yet unexploited, represents a major element of the country's
long term development potential. The manufacturing sector, mainly state
owned, consists of agro-industries and producers of construction materials,
chemical products and textiles. It has operated in recent years at only
abcut 15% of capacity, however, and contributed a mere 2Z of GDP.

9. Major Tertiary Activities have long been dominated at least
nominally by government monopolies, although in practice the private sector
has emerged in some cases to assume a leading role. Freight transport is
an important example. In trade and commerce, state monopolies were
abolished by the new government in 1984 after they had been severely
undermined by the operations of the private sector on the parallel market.
The major case was that of IMPORTEX, a state trading monopoly formerly
charged with the importation of basic foodstuffs and other essential
commodities. The banking sector was until late 1985 entirely state-owned
apart from one small private operation. All six of the state banks were in
practice non-functional due to declining assets and illiquidity and suf-
fered from poor accounting practices and gross overstaffing. They have all
been replaced by new banks established with foreign partners (para.15).
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10. Financial Problems. The Government's financial situation has
been seriously eroded since 1980, when it was in approximate equilibrium.
Tax and custom duty receipts from public enterprises on food and services
in particular, have declined as the private sector has grown to dominate
consumer trade. Government revenue has consequently stagnated in nominal
terms at a level of 10-11 billion sylis annually in all but one year over
the period 1980-84 and declined to 9 billion sylis in 1985. At the same
time, budgetary transfers to support the enterprises constituted a massive
drain on C-overnment resources, these transfers having represented 30-40% of
receipts in recent years. Even with drastic reductions in subsidies to
public enterprises in 1984, the Government's overall budgetary situation
deteriorated further in 1985.

11. On the external account, relatively stable export earnings from
bauxite and alumina, coupled with restricted official imports and limited
access to foreign exchange, have consistently enabled Guinea to realize a
trade surplus as officially recorded. These surpluses have been more than
offset, however, by rising net service payments and private transfers
abroad. Net capital infl%ws have not been sufficient to offset the result-
ing current account deticits. Guinea has consequently suffered continual
increases in its net foreign liabilities since 1979 and accumulated massive
external debt arrears. At US$300 million as of end-1985, these arrears
represented more than 50Z of recorded export earnings for the year.

12. Guinea's accumulation of foreign debt, largely to finance invest-
ment in infrastructure and public enterprises, has resulted in foreign
payments obligations which are clearly excessive in relation to the
country's debt servicing capacity. Outstanding public external debt had
reached US$1.9 billion as of the end of 1985, of which 74% was disbursed.
Service obligations on this debt were projected to average US$158 million
per annum in 1986-88, as against average annual payments of only US$83
million in the 1982-84 period. In 1985, the ratio of scheduled service
obligations to officially recorded export earnings was 25Z, whereas actual
service payments amounted to only 13%. Tn addition, scheduled debt service
on private non-guaranteed debt represented a further 12% of 1985 export
earnings.

The Government's Economic Reform Program

13. A comprehensive and far-reaching economic reform program was
prepared during 1985 in close collaboration with IMF and IDA staff. It is
supported by an IMF Stand-by Arrangement of US$36.3 million and IDA and SFA
Structural Adjustment Credits of US$25 million and US$17 million, respec-
tively. A cofinancing package, including Special Joint Financing from
Japan and the Federal Republic of Germany, and bilateral financing from
France, Switzerland and the United States, provides additional assistance
of approximately US$70 million. So far, the implementation of the reform
is satisfactory.

14. Obiectives of the Reform. The main immediate objectives set by
the Government were to: (1) correct the serious overvaluation of the



national currency and establish a reliable banking system; (ii) decontrol
prices; (iii) liberalize and privatize internal and external trade; (iv)
create the environment and adequate incentives for smallholder production;
(v) gradually reduce balance of payments deficits; (vi) eliminate heavy
losses in the parastatal sector by leaving commercial, transport and
industrial activities to the private sector and putting the "natural
monopolies" on a sound management and financial footing; (vii) orient
public investments towards supporting the directly productive sectors;
(viii) increase the level of savings in the economy, and (ix) introduce
institutional reforms to improve macroeconomic management.

15. Exchange Rate Adiustment and the Banking System. In order to
unify gradually the exchange rate and to enable the private sector to
compete with the public sector on the basis of a unified rate, an exchange
rate adjustment has been carried out in three steps. Following a
three-month period with a second window for private transactions at a fixed
rate close to that of the parallel market, on January 6, 1986, the Guinean
Franc was introduced at par with the syli and the first window rate,
applicable to all public sector transactions as well as the mining com-
panies, was raised from 24.29 sylis/SDR to 300 FG!US$. The second window
rate was increased to FG340 to the dollar. Since January 28, 1986, the
second window rate has been determined at weekly auctions open to all
purchasers and sellers of foreign exchange, excluding those agents operat-
ing at the first window rate. The rate has been relatively stable at FG
340-370/US$. As agreed with the IMF, the Government has now unified the
two rates, which continue to be determined through the weekly auction.
Operations of all of the former state-owned banks ceased on December 22,
1985, and are now in liquidation. Three new banks with foreign participa-
tion - one wholly privately owned - should be able to meet all domestic
banking needs.

16. Prices and Marketinz. All internal barriers to the movement of
goods, and compulsory sales by farmers to the state were abolished in May
1984, as were the ENCOBEs (state cattle-trading companies) and the FAPAs
(state agro-pastoral farms). On December 23, 1985, the public marketing
agencies for rice and other foodstuffs (ALIMAG and ALIDI) were abolished.
On January 6, 1986 the price of imported rice and the base pump price of
motor fuel, diesel and kerosene were increased to FG801kg and FG1151liter,
respectively, reflecting international prices at the new exchange rate.
These rice and petroleum product prices will be reviewed and adjusted
quarterly, and are about to be increased again. Transport and energy
tariffs have also been increased to better reflect costs. The Government
has also abolished the monopoly of PROSECO (public enterprise responsible
for trading coffee and palm kernels) and allows private traders to compete
with it in both the marketing and export of coffee. This has already led
to a considerable supply response with 1986 coffee exports running at about
three times last year's level.

17. Tariff/Tax and Legal Reforms. On January 6, 1986 the Government
adopted a new tariff regime which provides for a uniform duty rate of 10O
with the exception of rice, which is duty free, and some essential food
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items, fertilizer and pharmaceutical products which are subject to a
reduced rate of 5%. In addition, the Government instituted a surtax of
20-30X on specified luxury goods, be they imported or locally produced. It
promulgated a new Mining Code on March 21, 1986 and is preparinig a revised
Investment Code, a Petroleum Code, and a Commercial Law which should be
enacted within the next few months.

18. Debt Rescheduling. Guinea's already heavy payments arrears would
have continued to rise substantially in the absence of a major, scross-the-
board debt rescheduling. On April 18, 1986, Guinea concluded negotiations
with the Paris Club. Approximately US$180 million of debt (including
arrears and service payments for the period of January 1986 to February
1987) was consolidated under the agreement. Repayment of 95% of the
consolidated amount is to be made over 10 years, including an average
5-year grace period. The remaining 5% is to be repaid over a 3-year period
beginning end-February 1987. The relief for Guinea amounts to US$23
million for 1986 on the Paris Club debt. However, ths debt service due to
all creditors other than multilateral institutions and the Paris Club in
1986 amounts to a further US$100 million. The Government, is therefore
also seeking the rescheduling of its non-Paris Club debt in the context of
a meeting to be held in Conakry by the end of June 1986, and negotiations
with its eastern bloc and other official creditors.

19. The Parapublic Sector. The Government has decided to liquidate
non-performing enterprises and to privatize others in part or completely.
Consultants financed by IDA are now helping the Government coordinate this
divestiture and rationalization program. The program is proceeding satis-
factorily: several industrial companies have been sold and others will be
in the coming months; asset valuation is under way for non-industrial
ventures to be liquidated; and negotiations are underway for the sale of
several companies, thought to be candidates for closure, in which potential
buyers have shown interest.

20. Public Administration. Institutional reforms are understandably
moving more slowly but there has been significant progress. With the
encouragement of IDA and IMF staff, an Economic and Financial Coordinating
Committee (CCEF) has been operating since early 1985 to prepare and super-
vise the economic reform process. Economic management has been consoli-
datcd into a new Ministry of Planning and International Cooperation and a
Ministry of Economy and Finance.

21. Considering the inefficiency of most public enterprises and the
civil service, their overstaffing and the resulting burden on the govern-
ment budget, it is essential to reduce their staff as soon as possible.
The Government has therefore adopted a phased program of public sector
employment reductions. As a first step, the Government has already removed
the 3,000 employees of the former banks from the civil service payroll.
Following the civil service census, recently completed, the Government will
also terminate the employment of all employees hired in an irregular
fashion or listed on the payroll fictitiously or without justification.
The Government is also about to start comprehensive competency testing of



all civil servants, and on the basis of the results, expects to be able to
reduce public service employment by 30,000 by December 31, 1986 below the
number actually on duty on January 1, 1986 (including all employees of the
parastatals envisaged for full liquidation). This testing will begin in
the livestock sector (para. 37). Civil servants and enterprise staff whose
contracts will be terminated will be placed "in reserve" (disponibilite
speciale), eligible to receive their salaries and the subsistence allowance
for six months while they seek new employment.

22. While the reduction in _ivil service employment would rationalize
to some extent the management of the civil service, the weakness in admin-
istrative capacity goes beyond problems of overstaffing. Most of the civil
servants are inadequately trained, there are no standard procedures for
recruitment to the civil service and no centralized system of personnel
management exists. In addition to the reorganization of the core economic
ministries which is underway in the framework of the IDA Technical Assis-
tance Project, a US$300,000 SPPF advance supports the civil service census
and reorganization, and helps establish controls in MEF over the level of
employment and salaries, consistent with budgetary resources. Components
of several IDA projects identify the training needs of civil servants of
various ranks and undertake appropriate training programs. Other donors,
including UZDP and France, are assisting in this effort.

Medium-term Prosiects

23. in response to the monetary, price and administrative reforms
being underLaken by the Government and with prudent public investment
policy, overall growth of the economy could exceed 4% per annum on average
through the end of the 1980s, enabling an important 2% annual increase in
per capita incomes in that period. Agricultural growth is projected to
average 3.5% annually over the remainder of the decade. With the expansion
of mining activity outside bauxite and with rehabilitation of viable
industrial enterprises, overall industrial sector growth could rise to an
average annual rate of about 5Z through the end of the 1980s. Further
privatization of trade and other commercial activities should similarly
stimulate growth in the tertiary sector to an average rate of about 4% per
annum. These developments would constitute an important reversal of past
trends in the economy and could enable Guinea to enter the 1990s with
significantly improved prospects for sustained growth and savings. This
will be possible, however, only with consolidation of the public sector
reforms under way, and in particular the establishment of an efficient
public administration which limits its intervention in the economy.

PART II - BANK GROUP OPERATIONS IN GUINEA

24. The Bank Group has had 23 operations in Guinea including two Bank
loans totalling USS 73.5 million, two IFC investments totalling US$15.8
million, and 20 IDA credits totalling US$ 262.70 million. Guinea's
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disbursement rate of 62% in FY85 (disbursements in relation to the undis-
bursed balance) compares favorably with that of other countries at similar
levels of per capita income and development.

25. Bank Group Operations Through 1984. The two loans granted in
FY68 and FY71 supported the bauxite mining project at Boke. This project
was followed by IDA credits in the mid-1970s for pineapple production and
the rehabilitation of roads. Encouraged by the first results of these
projects, the Bank Group began to diversify and expand its lending program,
based upon broad priorities agreed with the Government: (i) rehabilitation
and maintenance of basic infrastructure; (ii) improvement of human re-
sources; (iii) mining development; and (iv) development of the rural
sector. The FY79 First Education Project was very satisfactorily imple-
mented, and provided a sound basis for the Second Education Project, which
is proceeding well. A livestock development project was approved in FY81
(para. 39). The First Power Project (FY81), co-financed with France and
Germany, began the rehabilitation of the Conakry power system. Following
the conclusions of the UNDP-financed Water Resources Master Plan, for which
the Bank was executing agency, a Second Power Engineering and Technical
Assistance Project was launched. It will strengthen the power public
utility and prepare a major hydroelectric project to meet electricity
demand in the early 1990s. A water supply project (FY79) provided similar
assistance, and was partially the precursor of the Conakry Urban Develop-
ment project (FY84). The Second Highway Project was successfully completed
in 1984 and Highways III (FY84), which includes the reconstruction of the
country's first priority road link, continues with a third phase of mainte-
nance and rehabilitation under a revamped highway organization. Implemen-
tation of the renovation works under the Conakry Port Project (FY83) is
also on schedule. Public enterprise rehabilitation programs under the
Industrial Rehabilitation Promotion Project (FY81) were initiated, although
the uncertain climate for private investment before the change of go-ern-
ment, and the absence of functioning financial institutions, have limited
efforts under the project to promote small and medium private enterprise.
Other operations to assist efforts to promote private investment include an
IFC loan and investment for the AREDOR diamond mining company, and the
Petroleum Exploration Promotion Project (FY84).

26. Bank Group Operations Since 1984. Since 1984, the major change
in policy orientation has enable the Bank to expand its operations in
Guinea. In the agricultural sector, the Government and the Association
have agreed on a policy which emphasizes support for small private
producers, including marketing and financial inrentives, and access to
modern technology and applied research. This led to the preparation of the
5ueckedou Agricultural Development Project and the Agricultural Services
Project, approved by the Executive Directors on November 26, 1985. The
Association's role in the livestock sub-sector is discussed in Part III.
In the mining sector, we are providing technical advice to the Government
for possible diversification of activities, through the Mineral Sector
Management Project approved by the Executive Directors on November 26,
1985.



27. To support the Government's far-reaching reforms, the Executive
Directors approved a Technical Assistance Project for Economic Management
(Credit 1559-GUI) in March 1985 and a first structural adjustment operation
to Guinea in February 1986 (para. 13) (Credits 1659-GUI and A-l1 GUI). An
IFC equity investment of US$1.0 million was approved for BICI-GUI, a multi-
purpose bank sponsored by the Government and the Banque Nationale de Paris
and one of three new banks established after the closure of the former
state-owned bank (para 15).

28. Current Assistance Strategy. The proposed Bank Group lending
program, supported by an expanded program of economic and sector work, is
based on a strategy of encouraging key policy reforms at the national,
project and sector levels. Specific targets are: (a) pzoviding, with
other donors, non-project assistance needed to increase production; (b'
giving priority to policy-based projects that increase private activity
production, particularly in the agricultural sector; (c) introducing
technical assistance directed towards policy reforms, improved economic
management and resource allocation; (d) improving absorptive capacity in
those social and infrastructure sectors which support the productive
sectors, through rehabilitation, and technical and managerial training; and
(e) improving capital flows through the promotion of private direct invest-
ment. Through our support for sectoral strategies and investment programs,
we plan to help the Government mobilize the necessary increased financial
support from other donors, and at the Government's request, will organize a
Consultative Group.

29. The Bank Group's share of Guinea's disbursed external debt
(public and publicly guaranteed) at the end of 1985 stood at about 11,
compared with 8 percent in 1981. The Bank Group's share of service on
public and publicly guaranteed debt, 6.6% in 1980, is expected to decline
to 3.5% by 1987.

PART III - THE LIVESTOCK SECTOR

30. Livestock, particularly cattle, are an important element of the
rural economy. Resources comprise about 1.6 million cattle, 450,000 sheep,
445,000 goats, 40,000 pigs and five million chickens. Of the total cattle
population, about 51Z are in Middle Guinea (Fouta Djalon), 27% in Upper
Guinea, 15% in Maritime Guinea, and about 8% in the Forest Region (see
map). The regional dirtribution of sheep and goats is similar to that of
cattle. Pigs are concentrated mainly in the Forest Region. Poultry are
raised throughout the country.

31. The ownership of cattle is well distributed involving an
estimated 160,000 families (1.3 million people) or 30% of Guinea's rural
population. On average, herd size is about ten animals. Most cattle-
owning families incomes are about, or slightly above, the rural sector
average. Cattle are reared for meat, milk and draft purposes, with the
relative importance of each function partly dependent on geographic
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locality. Cattle also represent a means of storing capital for emergencies
and for gifts at weddings and other occasions. Most cattle-owning families
are sedentary, grazing their animals near the village and also growing
crops. Forage resources are generally abundant except for certain more
densely populated regions where, in the dry season, cattle move to another
pasturage.

32. Guinea's cattle population consists almost entirely of the N'Dama
breed, a small humpless animal with moderate fertility and milk production.
Its most outstanding characteristic is a relative tolerance to trypano-
somiasis, transmitted by the tsetse fly and widely prevalent in much of
Africa. For this reason N'Damas have become much sought after by countries
with humid tropical climates like Guinea's where the disease poses a major
health hazard to less resistant breeds.

33. Herd productivity in Guinea is low mainly because of poor animal
health. Major disease hazardt are contagious bo!rine pleuropneumonia
(CBPP), anthrax, blackleg, pasteurellosis and rindarpest. Internal and
external parasites can result in serious debilitation, and trypanosomiasis
is a threat particularly to weak animals. Furthermore, the lack of
minerals limits animal growth, and over-milking of cows reduces calf growth
rates and increases calf mortality. Parasites probably cause the most
serious overall economic losses to the livestock sector.

Institutional Structure

34. Overall responsibility for Guinea's livestock sector lies with
the General Directorate of Livestock (Direction Genirale de l'Elevage, DGE)
in the Ministry of Rural Development (Ministere du Developpement Rural,
MDR). The DGE in Conakry comprises a technical directorate which oversees
33 small prefectoral offices (Service Prefectoral de l'Elevage, SPE), which
are in turn broken down into about 335 sub-prefectures. The intended
function of the livestock technical directorate is to continually survey
the state of animal health, to diagnose disease and give medicines, treat-
ments and vaccinations, and to provide advice on animal husbandry. How-
ever, its performance is currently constrained by inadequate infrastruc-
ture, a critical shortage of equipment and materials for disease diagnosis
and treatment, lack of means of transportation and, most importantly, the
virtual absence of key veterinary inputs such as medicines and mineral
salts. Further, staff quality is low because of inadequate practical
training and also the lack of appropriate on-the-job experience with
veterinary and animal husbandry techniques. The proposed project would
respond to these urgent needs.

Sector Education and Staffinz

35. Guinea has two intermediate-level livestock colleges and three
higher level facilities. Some senior livestock personnel of the MDR have
studied abroad. However, their courses were often poorly adapted to
tropical livestock conditions. Most sector staff graduated from national
institutions in which the quality of education is inadequate. They lack
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the most basic library, laboratory, and practical training facilities, and
curricula are often only marginally relevant to sector needs. Moreover,
teachers are generally recent graduates of the same institutions who lack
the specialized training and field experience to be effective.

36. The Government's past policy had been to guarantee jobs to all
graduates of its higher education system. As a result, the livestock
service is overstaffed and enrollments at the educational institutions are
too high. The number of technicians and veterinarians employed in the
sector stood at 1,800 at the end of 1985, while the requirement for an
effective service is about 620. This is a burden on the budget (the annual
wage bill has increased from 77 million sylis in 1983 to about 160 million
sylis in 1985), and substantially decreases sectoral efficiency.

37. Aware of this problem, the Government has stopped, until 1990,
enrollment in all institutes training rural sector technicians. Under the
ongoing economic reform program supported by an IDA Structural Adjustment
Credit (SAC), it has decided to freeze recruitments and began to reduce
civil service staffing levels (para. 21). The Government will implement
testing operations of high and middle level staff in the livestock sector
in order to identify redundant staff. The proposed project would also help
to reorient some redundant staff with marketable skills to productive areas
in the livestock sector through the provision of credit (para. 54).

Sector Financing and Taxation

38. Funding of the livestock sector is made primarily through the
national budget, which finances about 90Z of sector expenses. This source
is supplemented by the regional budgets which finance some operating costs.
Over 90Z of the national budget contribution is used for paying salaries.
Until recently, government revenues from the livestock sector stemmed
primarily from the "vaccination tax", an inappropriately named assessment
which was essentially an annual cattle head tax of 15 sylis per adult
animal. Collection was based on the annual census conducted by livestock
services which is also used as as basis for estimating vaccination needs.
However, because herdsmen inaccurately report herd size to census takers
and evade the tax collectors, the amount of money obtained annually (4
million sylis) was less than the cost of the collection effort. For this
reason and due to the negative impact of the tax on herdsmen's attitudes
toward the livestock service, the Government eliminated the vaccination tax
in March 1986.

Past Lending Experience

39. The Association financed a Livestock Development Project in FY81
(Cr. 1063, FY81, SDR 13.3 million) that was to help the Government tackle
the major causes of low cattle productivity. The major activities of the
project included vaccination against common cattle diseases, sales of
medicines and mineral licks to herdsmen, and upgrading of livestock
husbandry and veterinary support services. Project implementation
encountered difficulties from the start due to constraints in local cost
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financing and the old regime's resistance to respecting conditionalities
relating to marketing, taxation and overstaffing. In view of the lack of
progress on the marketing issue in particular, IDA suspended disbursements
in April 1983 and the Credit was cancelled in September 1983.

40. After the change in gover.ment in April 1984, the new leaders
abolished the state livestock marketing agency (ENCOBE) and requested the
Association to reactivate the Credit. In view of this positive development
and the Government's new macro economic and institutional development
policies, the Association agreed to prepare a new project. Lessons learnt
from the cancelled project have been fully taken into consideration in the
design of the proposed project. They relate to sector policy and staffing,
project organization and the availability of local counterpart funds.

Sector Strategy and Rationale for the Association's Involvement

41. Guinea's livestock services have been ineffective so far due to
poor management and overstaffing. This has contributed to inadequate
funding of operating costs. At the same time, the livestock owners are
increasingly aware of the benefits of controlling common diseases and using
medicines. Moreover, they are prepared to pay for the services themselves.
Consequently, the Government has decided to reorganize livestock services
with increasing reliance on the initiatives of the private sector. How-
ever, under Guinean conditions, where the experience of the private sector
is limited, handing over animal health and husbandry services to the
private sector can only be done gradually. The Government has therefore a
two-pronged approach: (a) introduce and support privatization in the
development of the livestock sector; and (b) strengthen a reduced public
livestock service and reorient it to tasks of public interest such as
vaccination against epidemic diseases, research and extension.

42. The Association's involvement through the proposed project is
essential to help the Government implement its new strategy and rehabi-
litate a sector with significant potential. It would also provide concrete
examples for the reduction of public sector employment, decentralization of
public sector activities, and the privatization process which are the
Government's main preoccupations in restructuring the economy.



- 12 -

PART IV - THE PROJECT

Obiectives and Description

43. As noted, the project was prepared after the Government had
requested the Association to reactivate Credit 1063 (FY81) which was
cancelled in 1983 (para. 39). The project was appraised in May 1985.
Negotiations were held in Washington in March 1986 with a delegation led by
H.E. Alhousseny Fofana, Minister of Rural Development. The Staff Appraisal
Report No. 5701-GUI is being circulated separately to the Executive
Directors. Supplementary project data appear in Annex III.

44. The objective of the project would be to increase the produc-
tivity of the Guinean livestock sector thereby augmenting national meat and
milk production, improving nutrition, and raising the standard of living of
some 160,000 livestock-owning families. This would be achieved through (i)
vaccination against common cattle diseases; (ii) provision of medicines,
feeds, and mineral licks; and (iii) upgrading of the livestock husbandry
and veterinary support service. The project would also attempt to create
an environment conducive to privatization of livestock services and pro-
vision of inputs.

45. The project to be implemented over five years, would have a
country-wide coverage and would include:

(a) Support for the privatization process through:

(i) the establishment of about 45 herdsmen's associations which
would employ heir own agents for simple animal health
treatments and the sales of livestock inputs (vaccines,
medicines and mineral licks);

(ii) the creation of an input supply center (Centrale
d'Approvisionnement, CA) at Conakry for the production,
purchase, distribution and sale of livestock inputs; and

(iii) the provision of a small pilot credit scheme for
private veterinarians, animal production farms, herders'
associations, and input suppliers.

(b) Strengthening of a reduced public livestock service through:

(i) the construction and renovation of buildings for the DGE in
Conakry including the diagnostic laboratory, 22 SPE and
provision of equipment, vehicles and basic materials to DGE,
33 SPEs and 320 livestock posts (Poste d'Elevaxe, PE);

(ii) the establishment of a training center in Laba for recycling
training of about 240 livestock staff, training of livestock
agents nominated by herdsmen's associations, and training of
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representatives of herdsmen's associations on group develop-
ment;

(iii) provision of fellowships for external training of high level
staff; and

(iv) provision of equipment and vehicles for annual national
vaccination campaigns against common cattle diseases.

(c) Provision of 19 staff-years of internationally recruited
resident specialists and about 39 staff-months of short-term
consultants to assist in project implementation, carrying out of
studies related to the sector, and preparation of a possible
follow-up project.

Project Implementation

46. Establishment of Herdsmen's Associations. To decentralize animal
health and husbandry services and to privatize the supply and distribution
of livestock inputs, the project would attempt, on a pilot basis, to
establish herdsmen's associations at the village level. Each association
would consist of about 700 herdsmen, owning about 7,000 cattle, and 4,000
sheep and goats. The group would then nominate its own agent who would be
trained under the proposed project to perform simple treatments of animals
(i.e. vaccination, castration,) and to be responsible for purchases and
sales of livestock inputs to the association's members. The association
would be legally established by the approval of its statute by the Prefet
concerned in each prefecture. A draft model statute would be prepared and
would be available for IDA review and comment by June 30, 1987.

47. To provide incentives for forming groups, each association would
receive an inItial stock of livestock inputs, including medicines and
mineral licks, free of charge from the CA. The value of the stock would
vary according to the nlmber of cattle in the association but it would not
exceed about US$3,500 equivalent. Sale proceeds from the initial stock,
including a profit margin of about 15% would constitute a revolving fund
for the association (para. 51). It would then be used for stock replenish-
ment, for payment of services of livestock agents, and for constituting the
capital of the association. In addition, the project would provide a small
pilot credit fund of about US$200,000 for the associations to invest in
infrastructure and productive facilities such as stores, water points, etc.
(para. 54).

48. The project would finance the service of an internationally
recruited expert to work exclusively on group development for about three
years. Assisted by a qualified Guinean who would eventually take over the
task, the specialist would work directly with the herdsmen in forming
groups, draft the model statute for the associations, and help train
livestock staff and the associations' representatives in matters related to
group development. It is expected that about 6 groups would be in
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operation by the second year of the Project, 16 by the third year, 30 by
the fourth year and 45 by the fifth year. Similar experiences in the
region show that when herdsmen's associations are created for economic
purposes such as those indicated above, they often work and continue after
the withdrawal of direct support from a project authority.

49. Livestock Inputs. Improving animal health and husbandry services
requires increasing the availability of livestock inputs. To this end, the
enactment of a satisfactory statute for the establishment of the Input
Supply Center would be a condition of Credit effectiveness. Government
established the CA in May 1986 with a satisfactory statute. In the begin-
ning, the state will have to be the sole owner. However, the operation and
management of CA would be reviewed annually between the Government and IDA
to examine the possibility of a takeover by the private sector.

50. The project would renovate an existing warehouse located near DGE
for CA's storage needs and finance the purchases of livestock inputs for CA
for four years. Accumulated sales proceeds, by the end of that period,
estimated at FG 570 million (US$1.6 million equivalent) would be used to
finance the initial stocks of inputs for associations to be created after
the financing period. It would also be used for stock replenishment,
including incremental purchases beyond the project implementation period.
To the extent possible, delivery of livestock inputs to sale points would
be contracted to the private sector and the cost of the private services
has been included in the project cost.

51. Livestock inputs would be distributed to DPEs, private veteri-
narians, retail shops to be introduced under the project, and pharmacies
for sales on consignment to herdsmen's associations and individual herds-
men. Sale prices of livestock inputs from the CA would include a mark-up
of about 25% that would cover all operating costs, and a profit that would
render CA attractive for eventual takeover by the private sector. Sales
prices from the intermediate distribution points would include a 25%
mark-up for sales directly to individual herdsmen and 1OZ to herdsmen's
associations. Herdsmen's associations would receive a 15% mark-up for
sales of livestock inputs to their members.

52. CA would import most medicines except for vaccines which would be
purchased from the vaccine production laboratory in Kindia. This labora-
tory which received assistance from UNDPIFAO before 1980, the Association
through Credit 1063 (para. 39) in 1982-83, and UNDP in 1983-84, can poten-
tially meet the vaccine production requirements for the project. The main
constraint to the production is the availability of regular electricity and
water. The project would help rehabilitate this laboratory which has been
largely underutilized. It would provide funds to install a voltage stabi-
lizer and a water storage tank and to purchase basic laboratory material.
The vaccine production unit used to be an integral part of a larger labora-
tory for diagnosis of human disease (L'Institut de Recherches et de
Biologie Appliquee de la Guinee - IRBAG). The administration of the unit
was transferred from IRBAG to DGE in April 1986. The unit would have a
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separate accounting system and would be provided with a specialist to help
supervise the productioa process.

53. Mineral licks would be produced in a small workshop to be located
at Coyah. The workshop, a small building housing a simple mixer and a
small warehouse (about US$70,000), would have four persons initially hired
and paid by DGE during the transitional period until it could be incorpo-
rated into the CA and be taken over by the private sector.

54. Pilot Credit Scheme. The line of credit would be administered by
a commercial bank in Guinea. A Subsidiary Loan Agreement between the
Government and a commercial bank under terms and conditions acceptable to
IDA would be executed prior to disbursement of the pilot credit funds. The
state would bear the foreign exchange risk. Each loan category would be
subject to the following limits: (a) US$170,000 for the establishment of
private veterinarian practices with each loan not more than US$8,000; (b)
US$500,000 for the animal production farms with each loan not more than
US$10,000; (c) US$200,000 for the herdsmen's associations with each loan
not more than US$10,000; and (d) US$150,000 for setting up retail shops
with each loan not more than US$3,500. Financing terms would vary accord-
ing to types of loans and interest rates would vary between 8 and 12%.
Participants, who would be screened for suitability, would have to contri-
bute at least 10 of the investment costs. Each loan application would be
scrutinized by the SPE concerned and forwarded to DGE for review. A
committee consisting of the Director of DGE, Technical Director and
Financial Director would be established for this purpose. The loan appli-
cations would then be forwarded to the commercial bank for decision. The
commercial bank would be responsible for repayment collection and would
bear the commercial risk. The first two of each type of loan, except for
those to herdsmen's associations which would be financed by CCCE, would be
subject to IDA approval.

55. UpRrading of Public Livestock Service. While private veteri-
narian services are being developed, the livestock administration of the
MDR would play an important role in improving animal health and provision
of inputs. The staff would be reduced from the current 1,800 to the
required 620 according to a satisfactory staffing plan based on the results
of tests administered to all livestock staff and incentive measures (para.
21). The submission of the staffing plan with a satisfactory calendar for
the retrenchment of the redundant livestock staff will be a condition of
Credit effectiveness. The Government would not change the agreed plan
without IDA's prior consent during the project implementation period.

56. The DGE would be responsible for detailed implementation of the
project's activities. An Administration and Finance Department, headed by
a Financial Director would handle project finances, accounts, procurement,
personnel and credit. A Technical Department, headed by a Technical
Director would consist of four main Divisions: a Monitoring and Statistics
Division; a Training Division; an Animal Husbandry Division; and an Animal
Health Division.
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57. In the eight provinces, provincial inspectors would supervise and
coordinate activities of all SPEs in their respective provinces. At the
prefectoral level, there would be SPEs (33), each headed by a prefectoral
director. Each SPE would be staffed with a deputy director, an accountant,
and a meat inspector. There would be about 320 livestock posts (PEs) at
the sub-prefectoral level.

58. PEs would operate as general extension agents covering not only
the treatment of sick animals but also general husbandry practices, nutri-
tion and genetic improvement. SPEs, reporting directly to the Technical
Director would supervise and support field activities of PEs. In addition,
when privatization of livestock services, including provision of inputs, is
being developed, each SPE would be responsible for the ordering, storage,
distribution and accounting of the livestock inputs, and meat inspection.
In May 1986, the Government issued an arrete reorganizing the DGE as stated
above (para. 56). Changes of the organizational structure of public
livestock service which would affect project execution would be agreed with
IDA. The Director General of Livestock would be appointed prior to Credit
effectiveness, and the Director of the Labe training center no later than
June 30, 1987. The above positions would be staffed with Guineans whose
qualifications and experience would be acceptable to IDA.

59. Training. Three types of training would be provided under the
project: (a) upgrading skills of livestock staff through intensive recycl-
ing courses in the country and fellowships for external training of senior
staff; (b) practical training of agents of herdsmen's associations in
simple treatments of animals such as vaccinations, castrations etc; and (c)
management training for herdsmen's associations (president, secretary,
treasurer). Additional informal training would be provided through
periodic seminars and on-the-job collaboration with the project's interna-
tionally recruited specialists. Detailed planning and implementation of
the training program would come under the responsibility of the Training
Program Director, who would be an internationally recruited training
specialist, assisted by a qualified Guinean, the specialist on associations
and a small group of teaching and demonstration staff in Labs. An annual
plan for the training and fellowship program would be prepared and
presented to the Association for approval at least two months before the
start of each fiscal year. Training would be undertaken primarily at a
40-person capacity recycling center to be constructed at Labe, the main
livestock rearing region in Guinea. At the end of their training, the
livestock staff having benefitted from the four to five months intensive
recycling courses would return to their former posts and would receive
follow-up training on specific subjects at SPE headquarters. Practical
training for nominated agents would last about one week at the Labe center
and the courses would be customized according to the needs of the group.
Training on group development would be about one day at SPEs and would
concentrate on the operation of an association. It is expected that about
240 livestock staff, 40 herder groups' agents and 70 herder groups' repre-
sentatives would be trained under the project.
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60. Higher level staff would receive fellowships for training abroad.
Funds have been provided for about 20 medium term (one year) fellow.ships
and 30 shorter term visits or courses (one to three months). Adminis-
tration of the fellowship program would be handled by the DGE in liaison
with the General Secretariat of MDR. Identification of training needs and
selection of candidates would be handled by a small committee of senior
project staff which would report to the General Secretary of MDR. The
Government would assure that trainees benefitting from fellowships would
return and work for the livestock sector for at least two years.

61. National Vaccination Campaign Program. The project's vaccination
program would aim at providing countryside prophylactic coverage against
the major cattle health hazards such as contagious bovine pleuropneumonia
(CBPP), and rinderpest (RP). The program would consist of about 600,000
vaccinations against CBPP and 160,000 against RP per year. The planning
and coordination of national vaccination campaigns would be carried out by
two separate bases located in Labe and Kankan, respectively under the
overall direction of the DGE. Each base would have a Coordinator who would
have full field responsibility for the day-to-day operations of his staff,
the supply and storage of vaccines, and liaison with the DGE, SPEs and the
CA. Most vaccinations would take place in the rainy season from May to
October, aboat 15 days in each prefecture. Vaccinations in the dry season
would take place from November to April only in remote areas not accessible
during rainy season and for calves under six months.

62. Technical Assistance. A total of 19 staff-years of resident
technical assistance is required to assist Guinean staff in specialized
activities for which local expertise is limited. This includes: (i) a
Technical Director, a livestock specialist for three and a half years; (ii)
a Financial Director, a financial analyst for four years; (iii) a Training
Program Director, a training specialist with experience in the livestock
sector for three years; (iv) a specialist with experience in setting up
herdsmen's associations for three years; (v) a laboratory specialist for
vaccine production for two years; (vi) a specialist for the diagnostic
laboratory for a year and a half; and (vii) a specialist in the input
supply system for two years. These specialists would initially perform
their project responsibilities as line managers in their assignments, but
would increasingly function in an advisory role so as to provide a smooth
transition of responsibilities. In order to encourage the transfer of
expertise to Guinean cadres, the terms of reference of all specialists
place strong emphasis on the capacity of expatriates to assist counterpart
staff to acquire their specialist skills.

63. The project would finance the services of an architect for the
supervision of construction during the first two years. About 39 staff-
months of additional specialists on a short term basis have also been
included under the project. This would cover needs as they materialize in
areas such as the diagnostic laboratory in Conakry, the inputs supply
system, livestock regulation, studies in agro-pastoralism, slaughter
houses, and the preparation of a follow-up project.
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64. All resident technical assistance staff (except for the labora-
tory vaccine specialist) and about 19 staff-months of short term consul-
tants, -would be employed according to procedures acceptable to CCCE and FAC
after consultation with IDA on the individuals. The terms of employment of
the vaccine laboratory specialist, and of about 20 staff-months of short
term consulting services that would be financed by IDA would follow IDA
guidelines for selection of consultants.

65. Operation and Maintenance of Vehicles. Vehicles, equipment, and
a stock of spare parts would be procured during the first two years of the
project. Spare parts would be replaced as required. First level mainte-
nance of vehicles would be provided by three workshops established under
the project at Conakry, Labe, and Kankan. The establishment of private
maintenance workshops throughout the country is being studied under the
ongoing Third Highway project (Cr. 1457, US$28 million, FY83) and the
resulting recommendations would be addressed in future IDA lending opera-
tions.

66. Monitoring and Evaluation. The Monitoring and Statistics Divi-
sion in DGE would be responsible for monitoring project progress and for
its analysis (para. 56). A base line pre-project was financed under the
PPF advance. During project implementation, data collection would be
streamlined. Census-type collection of data which is currently being
carried out annually would be substantially reduced in frequency in favor
of statistically based sample surveys. The pre-project study and the
information collected during project implementation would form the basis
for an evaluation study to be carried out by MDR's Strategy and Planning
Office, financed under the Agriculture Services project (para 26). The
Government and IDA would carry out a mid-term joint evaluation of the
project before December 31, 1989.

67. Cost Recovery. Charges for livestock inputs would reflect the
imported cost of the products and a mark-up of 50% which would cover
purchase and distribution costs, and provide a margin high to attract the
participation of the private sector. Veterinary treatments by livestock
staff would also be initially charged at levels covering cooperating costs
and reflecting adequate margin for the private sector. In May 1986, the
Government issued an arrete authorizing to sell livestock inputs and charge
for veterinary treatments. A study, to be carried out under PPF financing,
would determine the appropriate level of charges. The setting of tariffs
for the supply of inputs and services to herders would be a condition of
Credit effectiveness. Annual review of the charges would be carried out
between the Government and IDA and upward adjustments would be made If
necessary after taking into account livestock owners' ability to pay.
Under the proposed project, vaccination against common cattle disease would
be free so as to ensure total coverage whenever needed. However, a review
of the implications of the direct charges for vaccinations against CBPP and
RP would be carried out by December 31, 1988. Results of the review would
form the basis for future cost recovery policy. The Government would also
propose measures to improve tax collection in the sector by June 30, 1987.
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These would compensate for the loss of revenues due to the abolition of the
vaccination.

Prolect Cost and Financing

68. Total project costs are estimated at US$22.2 million (US$21.6
million net of tax), of which US$19.1 million or 87Z are in foreign ex-
change. Cost estimates do not include any local staff salaries as the
project would not create incremental employment. Base costs are expressed
in September 1985 prices. Physical contingencies of about US$1.0 million
have been included. Allowances for expected price increases, amounting to
US$5.0 million, have been calculated on the following basis: 7.0Z for
1986-1987, 7.5% for 1988, 7.7% for 1989, 7.6Z for 1990 and 4.5% for 1991,
for foreign costs; and 20% for 1986 and 12% for 1987-1990 for local costs.

69. CCCE would finance US$3.8 million equivalent for the foreign cost
of equipment and operating costs for the Labe training center, light
vehicles, the pilot credit component for herders' associations, and all
resident technical assistance except the vaccine specialist (to be financed
by IDA), and the technical director, the livestock association specialist,
and the training expert (to be supplied by FAC, US$1.3 million equivalent).
BADEA would finance US$4.5 million equivalent for the foreign ccst of
construction and renovation of buildings. IDA would finance US$9.8 million
equivalent for the foreign costs of buildings, livestock inputs, other
vehicles, equipment for other project entities, short-term technical
assistance and the resident vaccine production specialist, overseas train-
ing, and pilot credit for veterinarians, production farms and input
suppliers. The effectiveness of the financing agreements between the
Government and the CCCE, FAC and BADEA would be a condition of Credit
effectiveness. The proceeds of IDA Credit under the pilot credit scheme
would be onlent to a commercial bank at an interest rate of 5% for a period
not longer than 15 years including a maximum grace period of four years.

Procurement and Disbursements

70. Procurement. Procurement of livestock inputs (US$3.1 million),
and vehicles and equipment (US$2.6 million) would be subject to interna-
tional competitive bidding according to IDA guidelines. The construction
of buildings (US$5.5 million) to be financed by BADEA, has already been
awarded according to ICB procedures consistent with World Bank guidelines.
All bidding packages for IDA financed goods over US$50,000 and works over
US$100,000 would be subject to IDA's prior review of procurement documenta-
tion. A table detailing procurement arrangements is in Annex IV.

71. Disbursements. Proceeds of the IDA Credit would be disbursed
over a period of six and a half years. Disbursement have been based on the
country profile, slightly modified to take into account the prefinancing of
activities that would allow a quick start-up of project implementation, and
of the fact that awards for civil works would be made prior to Credit
effectiveness. The proposed IDA Credit would be disbursed for: (i) 100% of
foreign cost of vehicles and spare parts, equipment and livestock inputs;
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(ii) 100l of expenditures on technical assistance and short-term consul-
tants; (iii) 1001 of the cost for fellowships; (iv) 1OOZ of the amount of
goods and services financed under the pilot credit program; and (v) 50Z of
the total operating costs. After refinancing of the PPF advance of
US$465,000, an amount of US$965,000 would remain unallocated. Disburse-
ments against operating costs would be made against statements of expendi-
tures (SOEs). Documentation of SOEs would not be submitted to IDA but held
by DGE for review by IDA supervision missions and auditors. All other
disbursements would be fully documented.

Special Account and Revolving Fund

72. To provide the flexibility to finance certain items and materials
purchased directly for the project, and for the direct financing of some
fellowship costs and short term consultancies, a special account in foreign
exchange, equivalent to US$100,000 would be established at a commercial
bank in Conakry. IDA would replenish the account on receipt of satisfac-
tory evidence of disbursements from the fund for allowable expenditures.
To meet the needs of local expenditures, the Government would open a local
currency account for the project at a commercial bank in Conakry. Require-
ments in local currency would be estimated quarterly and would form the
basis upon which the local currency account would be replenished and
maintained. The opening of this account and an initial deposit of an
amount equivalent to US$300,000 into the account, covering the first six
months of project implementation, would be conditions of Credit effective-
ness.

Financial Procedures, Reporting and Audits

73. The project's financial planning and control functions would rest
upon appropriate budgetary procedures and accounting systems supported by
annual audits. The accounting system would include both financial and cost
accounting with particular emphasis upon inventory control and unit costs
of production. The latter would be of importance for the provision and
sales of livestock inputs under the p:oject. A study was carried out under
PPF financing to design such a system which would be set up prior to
Credit effectiveness.

74. DGE would keep separate accounts for the project. Accounting for
livestock inputs would be kept separate from the accounts for other project
expenditures. Project progress reports would be produced quarterly and
annually. Annual audit reports prepared by an independent auditor under
procedures acceptable to IDA would be submitted to IDA within six months of
the end of each financial year. The audit report would include specific
verification of the legitimacy of all expenditures utilizing the foreign
exchange special account.

Recurrent Costs and Government FinancinR

75. The project would increase recurrent costs (salaries excluded)
for the Government from its present level. The Government is expected to
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finance 502 of the operating cost (salaries excluded) which would amount to
about US$0.2 million equivalent per year. This would not impose a heavy
burden on the budget. As time progresses, the Government will be able to
make a larger contribution to the operating costs, which will also decline
with the privatization process stimulated by the project. However, in the
medium term, the rehabilitation of the sector will continue to depend on
outside support. As the pace of the privatization process would only be
known after a few years of project execution, and with the implementation
of measures to improve cost recover1 (para. 67), a clearer picture of
government financing of the sector could be developed. Therefore, by
December 31, 1988, a review would be carried out to determine the balance
between the operating and salary costs for the sector, and the means to
ensure post-project sustainability.

Benefits and Risks

76. The project's directly quantifiable benefits will result from
substantial improvements in cattle productivity. Through the project's
vaccination coverage, provision of livestock inputs, and improved veteri-
nary and animal husbandry services, national beef production is expected to
increase by 30X or 5,900 tons per year (tpy) by year 10, and by 65Z or
13,700 tpy by year 20. Milk production would increase by 40X or 11,900 tpy
by year 10, and by 80Z or 24,700 tpy by year 20. This would represent a
significant improvement in the population's protein intake. Almost all of
Guinea's cattle-owning families (160,000) would benefit from the improved
animal health and husbandry measures included in the project. Average net
income from cattle (in 1985 terms) of Guinean herdsmen are expected to
increase by 302 by year 10 and 772 by year 20.

77. Through the pilot credit program, herdsmen's associations, and
the input supply system, the project would pave the way for the eventual
privatization of livestock services. If successful, the model could be
replicated on a larger scale and most costs of livestock inputs and
services could then be transferred to livestock owners. This would help
reduce budgetary expenditures on a productive sector that could be and
should be self-supporting. Furthermore, through its institution strengthen
ing and training activities, the project would rationalize the staffing and
management of the public livestock service to enable the more effective
usage of Goverment's resources.

78. The project's economic rate of return (ERR) is estimated at 142.
The project will remain viable at 112 under a combined assumption of a cost
increase of 102 and a delay of benefits by a year. Benefits would have to
decrease by 15Z or costs to r'se by 172 before the project's ERR falls
below 102. However, it is unlikely that this would happen as the
uncertainty relating to the cost of construction has already been reduced
through contract tendering.

79. The project involves no major technical risks. The main risks
relate to: (i) the implementation of the staff rationalization program
(para. 50); and (ii) the willingness of livestock owners to participate in
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the project. On the former, risks would be minimized by the agreements to
be reached under the national staff rationalization scheme, a key feature
of Government's structural adjustment program. With the decontrol of
cattle marketing, financial incentives for herdsmen to participate are
judged to be attractive. Furthermore, they are aware of the benefits from
using veterinary services and inputs and would be willing to pay for them.
Thus, the risk would be minimal.

PART V - RECOMMENDATION

80. I am satisfied that the proposed Credit would comply with the
Articles of Agreement of the Association and I recommend that the Executive
Directors approve the proposed Credit.

A.W. Clausen
President

Washington, D.C.
June 1986

Attachments
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hospital and rehabila tion centepbi adpr itals an various countries are not comparable; 1960. 1970 and 1983 data.
pemanenly stffed by at Ieast one physican Establishments prov- FAma (perceari-Fenale labor force as percentage of total iabor
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Vocational Enrolimente (percent of secondary)-Vocational institu- Comparative Analysis and Data Division
tions include technical, industrial, or other programs which operate Economic Analysis and Projections Department
independently or as departments of secondary institutions. June 19b5
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other Items .i.e - -42 -90 -99 -56 -133 -U

Cange to Resrves c- Inres) 1/ 29 34 72 11 42 63

Grsa leserve ( snd yer) *5 101 92 133 129
Net easrves (ad year) Sl -204 -240 -76 -C7 -142 -205

Fuele ed Related Matertal.
TIperte 56 U 97 * 33 37
of which: Petroleum 36 34 97 86 33 37

Esparta 0 0 0 0 0 0

xnu or rcracz
1975 1976 1977 1973 1979 1930 1931 1982 1933 1084

SylIioUSS 20.33 21.33 21.14 19.72 19.11 11.97 20.93 22.36 23.37 ?4.29

URCRMuiISK EWPOXTS (Average 193-04) Mas6uL Dir D eeber 31. 19U4
(in consetnt 1932 price)

Bauxite 334.4 70.1 Public Debt
Aluinta 127.0 26.6 Includi Undiebursed 1570.4
Diamend 646 1.4 Outstaning & Diabured 1167.3
Agrical turl

Comeoditie 9.2 1.9

Total 477.2 100.0 DEBT SImCE IRATIOS POM 1934 -

11W/mA LDTING (March 31. 1985) Scheduled Service Payments 3443

US$ sin Public 34.0

IaRD IDA Privac Debt lion
Guaranteed 11.3

Outstanding 4
Dtbarurd 41.5 108.3
Undisbured 0.0 84.4

Outstandi
inclt&ns

undiaburaid 41.5 194.7 Actual Service Paymenct

Public Debt 19.9

Private Debt oan Cuaranc d D.a.

11 Nsrcbadise exportcllports only.

21 Including capital cracafers toe and Investmnt on behalf of . stat
enterprises.

3/ Cr IMlicie deflator.
4/ includes errors end omisions. and SDR allcations In 1930 and 1931.
1/ Discrepenccas due to different echange rats.
6/ Debit balance of $213 mlllo uneor bilateral payment arrangements

converted 1931482 to ILT loan.

71 Period geomeric average.
I/ Debt service as a percentage of mrdefdia exports.

Occabor 22. 1985
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THE REPUBLIC OF GUINEA

LIVESTOCK CREDIT

STATUS OF WORLD BANK OPERATIONS IN GUINEA

A. Statement of Bank Loans and IDA Credits (as of March 31. 1986)*

(USS MilIIon)

Credit
Number Year Borrower Purpose Bank IDA 1/ Undisbursed ,/

Two loans and throe Credit. have been fully disbursed 73.56 28.99

870-GUI 1979 Guinea First Water Supply and Sanitation 12.50 0.29
952-CUI 1980 Quinn Rice Developmnt 10.40 6.15
953-GUI 1980 Cuinea Second Highway 13.00 0.66
1063-CUI 1981 Cuinea Livestock Development 2.11 6.17
1085-CUI 1981 Cuinea Power 28.60 0.35
1234-GUI 1982 Guinea Industrial Rehabilitation 19.66 11.19

and Promotion
1341-WI 1983 Cuinea Second Education 11.00 8.18
1382-CUI 1983 Guinea Conakry Port la.6 3.61
1438-GUI 1984 Cuinea Petroleum Exploration Promotion 8.00 4.24
1457-GUI 1984 Cuinea Third Highway 28.30 27.16
1466-GUI 1984 Cuinea Conakry Urban Development 10.70 9.71
1569-GUI 1986 Cuinea T.A. for Economic Management 9.56 9.09
:596-CUI / 1985 Cuinea Second Power A Tech. Assistance. 8. 8.66
136-5WI 2/ 1986 Cuinea Cueckedou Agr. Development 6.66 6.60
1636-GUI J 1985 Cuinea Agricultural Services 7.50 7.60
1537-CUI 2V 1986 Guinea Mineral Sector Management 3.96 3.90
1659-Pil 2/ 1986 Cumn^ Structural Adjustment Credit 25.66 25-66
Aoli-GUI V/ 1986 Cuinn Structural Adjustment 17.00 17.60

Total 73.56 262.70 141.61
of which has been repaid 1:6.12 0W

Total now held by Bank and IDA I/ 37.38 262.70

Total undisbursod 6.6 141.51 141.61

1/ Beginning with Credit 1063-GUI, Credits have been dominated in Special
Drawing Rights. The dollar amounts in these columns represent the
dollar equ±valent at the time of credit negotiations for the IDA
amounts and the dollar equivalents as of March 31, 1986, for the
undisbursed amounts. (1 SDR = US$1.13827)

21 Not yet effective.
3/ Prior to exchange adjustments

* The status of the projects listed in Part A is described in a separate
report on all Bank/IDA financial projects in execution, which is
updated twice yearly and circulated to the Executive Dicectors on
April 30 and October 31.
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B. Statement of IFC Investments (as of March 31, 1986)

Fiscal Year Obligor Type of Business Loan Equity Total

1983 SociAt& Mixte, Aredor Cuin6e, S.A. Diamond Mining 13.8 1.2 14.8

1986 BICI-GUI Banking 1.0 1.0

Total Gross Comitments 13.6 2.2 16.8

Less Cancellations, Terminations,

Repayments and Sales 0.3 - 0.3

Total Cownitments now held by IFC 13.5 2.2 15.5

Undisbursed Balance 0.0 0.0 0.0



31 -

ANNEX III
Page 1 of 2

GUINEA

LIVESTOCK SECTOR REHABILITATION PROJECT

SUPPLEMENTARY PROJECT DATA SHEET

Section I Timetable of Key Events

(a) Project identification: May 1984

(b) Preparation report: February 1985

(c) Project prepared by: Ministry of Rural Develop-
ment assisted by Consultants

(d) Project appraisal: May 1985

(e) Negotiations completed March 1986

(f) Planned date of effectiveness: December 1986

Section II Special IDA Implementation Actions

A PPF advance totalling US$465,000 to finance services of an
architect for the design and preparation of bidding docu-
ments of buildings, funds for vaccination against epidemic
disease for 1985, a study on financial procedure and con-
trol, a baseline survey, and consultants for the development
of the fishery strategy.

Conditions of Credit Effectiveness are:

(a) Appointment of the General Director of Livestock (para. 58);

(b) Cross-effectiveness of financing agreements between the
Government and the CCCE, FAC and BADEA (para. 69);

(c) Opening of the local currency Revolving Fund at a commercial
bank acceptable to IDA and the initial deposit of an amount
equivalent to US$300,000 into the Fund (para. 72);

(d) Establishment of project financial accounting system and
control satisfactory to IDA (para. 73).

(e) Setting of tariffs for the supply of inputs and services to
herders (para. 67).

(f) Submission of an action plan with a calendar acceptable to
IDA for the retrenchment of the redundant livestsock staff
(para 55).
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(g) Enactment of satisfactory statute for the creation of the
Input Supply Center (para. 49).

Other Conditions

(a) A draft model statute for herdsmen's associations would be
prepared by June 30, 1987 (para. 46);

(b) Operation and management of the Input Supply Center would be
revicwed annually between the Government and IDA (para. 49);

(c) A separate accounting system would be established within the
DGE, the vaccine production unit (para- 52);

(d) The first two applications of each type of loan granted
under the pilot credit scheme would be approved by IDA
(para. 54);

(e) The Government would not change the agreed staffing plan
without prior consent of IDA (para. 55);

(f) Annual reviews of the charges for livestock inputs and
veterinary treatments would be carried out between the
Government and IDA (para. 67);

(g) A review on the implications of direct charges for vaccina-
tions against CBPP and RP would be carried out by December
31, 1988 (para. 67);

(1) The Government would propose measures to improve the collec-
tion of indirect tax in the sector and to compensate for the
loss of the vaccination tax by June 30, 1987 (para. 67);

(m) A mid-term joint evaluation of the project would take place
before December 31, 1989 (para. 66).

Prior to the disbursement of the pilot credit component, tne
Government would sign a Subsidiary Loan Agreement with a
commercial bank under terms and conditions acceptable to IDA
(para. 54).
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GUINEA

LIVESTOCK SECTOR REHABILITATION PROJECT

Procurement Arrangements
(US$ million)

Procurement Method
Total

Procurement Item ICB Int'l. Shopping Other N/A Costs

Building 5.6 - - 5.6

Vechicles & Spares 1.6 0.6a - 2
(1.4) - _t.4)

Equipment 1.0 0.2 bI 0.4 a/ 1.6
(0.9) - - - (0.9)

Livestock Inputs 3.1 - 3.1
(3.0) - - - (3.0)

Tech. Asst. 1.5 cI - 3.4 a/ - 4.9
(1.5) - - (1.5)

Fellowships - 0.8 0.8
- -- (0.8) (0.8)

Incr. Op. Costs - - 2.7 dl 2.7
_ -- (1.3) (1.3)

Pilot Credit - 1.3 1.3
_ - - (0.9) (0.9)

Total Costs 12.3 0.2 4.4 5.3 22.2
(6.3) - - (3.5) (9.8)

===== =======G=

a/ Financing would be by CCCE and FAC procedures.
bl Furniture and equipment spread over time and difficult to regroup into

larger packages.
cl Employment of consultants would be in accordance wich IDA guidelines.
df Including purchbaes of fuel and lubrificant, labor and materials for

maintenance of buildings and equipment.
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