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1. Key development issues and rationale for Bank involvement 
 
1a. Guinea, although it remains among the poorest countries in the world, has excellent 
opportunities for economic growth, given its vast mineral resources, strategic location that 
facilitates trade, and a good potential for agriculture. However, this has so far not translated into 
sustained and equitable economic growth. The PRSP (2002) identified that lack of infrastructure, 
including in the energy sector, is among the most critical impediments to development. 
Electricity access is limited to the area around the capital city of Conakry and a few other 
settlements (Koubia, Kankan, and Labe). Industries such as the mining sector are fully self-
generating. In 2005 load shedding further worsened to 700-800 MWhs per day, resulting in 
widespread consumer dissatisfaction. The low access to and inadequate supply of electricity, 
coupled with poor service reliability is hampering improvements in the quality of life of the 
people of Guinea, and making industry and business uncompetitive, thus hindering economic 
growth.  

1b. Electricité de Guinée (EDG) is the principal electricity sector entity. Following a brief 
period of management through a private concession, it has been under public management since 
2002 after the private operator withdrew. EDG currently incurs significant financial losses due to 
lack of adequate management and infrastructure in the distribution sector. The commercial 
shortcomings of EDG are reflected in the low rates of customer billing of 41% of electricity 
generated, of which only 76% is collected. Although tariff levels have been raised in 2004 to an 
average of 240 GNF/kWh (US cents 5.97.5/kWh), the high incidence of technical and non-
technical losses has pushed the sector into a vicious cycle where non-performance of distribution 
adversely affects generation by minimizing maintenance and ever increasing load shedding. 
Thus, improvement of commercial, managerial and technical efficiencies of the distribution sub 
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sector are critical before any significant investments are undertaken for adding generation 
capacity. 

1c. Macro impacts of the power sector are large and negative: The sector is currently a 
major burden on the economy given that, with about 107 billion GNF (25 million USD at 2005 
exchange rate) of annual operational losses. In addition, the high cost of self-generation 
(resulting in uncompetitive business and industrial activities) and the substantial, yet inadequate, 
budgetary support are causing severe macro economic consequences such as high rates of 
inflation (31%) which erode the real tariff levels and the capacity of customers to pay their bills. 
The outstanding debt payments for Guinea’s hydropower plant are not factored into the 
commercial operation of EDG, and are entirely being borne by the Government, further 
burdening the Government’s budget. Thus, the electricity sector’s performance is intrinsically 
linked to the failing macro-economy. Hence, it is essential to improve the sector performance to 
reduce the burden on the overall economy in the short run and turn the sector around to be a net 
cash contributor to the economy in the long run. 

1d. Government objectives, policies, and commitment: Since 2004, the Government of 
Guinea (GoG) has highlighted the importance of electricity for the economic well-being of the 
country and has sought to improve the sector’s financial health, performance, and service 
delivery. By early 2005, the following measures had been taken: (i) change of management team 
of EDG; (ii) support extended to management team to reduce significantly excess of staff (iii) 
address pending contentious issues  with former private concessionaires; (iv) implementation of 
the first tariff adjustment (77%) since 1997, which took effect in September 2004. Given the 
problems the sector is beset with, sustained political commitment and support from the 
Government is critical for sector reforms and improved service delivery. This support is essential 
for improved managerial performance, control of theft of electricity, commercial discipline, a 
robust tariff policy that addresses inflation and efficiency improvements, and for paving the way 
for private sector partnerships. 
 
1e. Rationale for Bank involvement. On a request from the Government of Guinea for 
World Bank assistance to its electricity sector, an Energy Mission of the World Bank discussed 
an emergency program with EDG and the relevant Ministries. Subsequently, an efficiency 
improvement program was conceived and is under implementation by EDG. It has led to early 
improvements in billing and customer services without additional investments. At this juncture, 
the implementation of this program needs to be ramped up with critical investment support for 
sustaining electricity delivery, both in terms of distribution and generation efficiencies, and 
facilitating private participation in the sector.  
 
2. Proposed project development objective(s): The project seeks to improve the sector’s 
commercial and operational efficiency. These results will be achieved through critical investment 
support and capacity building, impacting the financial viability of the sector and quality of 
service delivery.  
2 a. Proposed global objective: The Project will contribute to mitigating climate change through 
the reduction of greenhouse gas emissions in line with the United Nations Framework 
Convention on Climate Change and its Kyoto Protocol, to which Guinea is a Party (GEF OP 5). 
Reduction of Carbon dioxide (CO2) emissions will be achieved by addressing the large 
inefficiencies in the distribution sector and reducing energy losses.  



2. b. Proposed monitoring indicators: The monitoring indicators would include energy loss 
reductions, increase in revenues, increase in grid connections, financial performance indicators 
and improved customer satisfaction. In addition, contribution of the project to GHG emission 
reductions would be monitored.  
 
3. Preliminary project description: The efficiency improvement program referred to as the 
Commercial Reorientation of the Electricity Sector Toolkit (CREST), comprises a set of best 
practice interventions, and has been designed by the EDG with active support from the Bank’s 
team. The program re-engineers core business processes (with a pronounced focus on retail 
functions) and deploys innovative technology solutions in order to improve service delivery and 
stem the utility’s financial losses. In keeping with this strategy, the project will support 
investments that aim at improving (i) distribution networks and generation capacity for reliable 
supply (ii) commercial character and (iii) customer interface of the electricity sector. The main 
rationale of these investments is to create value in the Guinean electricity business, demonstrate 
its viability in a replicable manner and to facilitate private sector engagement in the electricity 
sector in Guinea. The project will also facilitate the development of capacity in the EDG in terms 
of technical, commercial and personnel systems. Implementation of the Project will be structured 
along three main components :(I): Distribution efficiency-CREST: The project would support 
investments in goods and services related to implementation of the program. These include 
reconfiguring and strengthening the distribution networks, reactive power compensation, 
improved metering, billing, outage management, apart from introduction of GIS/GPS 
applications and customer care centers. (II) Rehabilitation of Generation facilities: Investment 
support for critically required equipment and spare parts to improve the efficiency of the existing 
Garafiri Hydropower and the Tombo Thermal generation plants; and (III) Technical Assistance 
for development of institutional capacity for Demand Side Management, energy efficiency and 
conservation programs, promoting public private partnerships, financial and accounting systems,  
capacity building in various areas such as anti theft measures, energy audit and remote metering 
techniques, MIS systems such as customer billing and HR data bases. 
 
4. Safeguard policies that might apply 
 
The Project's Environmental Category is C, which reflects the fact that the proposed investments 
are essentially for replacement of and/or improvement on existing equipment. Moreover, this 
project is essentially in the nature of a pilot operation focusing on improvement of commercial 
and technical efficiencies, mainly in Conakry, the main urban/peri urban settlement of the 
country. These investments do not have any environmental or social safeguard implications as 
such, by themselves. Hence no environmental or safeguard policies are triggered by investments 
proposed in the current project. However, recognizing the possibility that substantial 
environmental or social concerns may be incumbent on existing facilities, the borrower has 
undertaken work on environmental audit of the generation facilities and the preparation of an 
Environmental and Social Management Framework for the distribution facilities. This work has 
been completed by May 2006. This work is expected to provide appropriate framework and 
guidance for follow up action in this regard.

5. Tentative financing: The project proposes an investment of US $4.5 million under the Global 
Environment Facility (GEF) project. The International Development Association (IDA) has 



already approved a grant of US $7.2 million under a separate project and US $1.92 million is 
expected to be available from the proposed restructuring of the Rural Electrification Project that 
would also be from IDA.  
 
6. Contact point 
Contact: Prasad Tallapragada 
Title: Senior Energy Specialist 
Tel: (202) 458-5600 
Fax: (202) 473-5123 
Email: ptallapragada@worldbank.org 
2. For more information contact: 
 The InfoShop 
 The World Bank 
 1818 H Street, NW 
 Washington, DC 20433 
 Telephone: (202) 458-5454 
 Fax: (202) 522-1500 
 Web: http://www.worldbank.org/infoshop 

 


