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I. Introduction and Context 
 
Country context 
 
1. Guinea-Bissau, with a population of 1.6 million, is one of the world’s poorest countries, 
and a fragile, politically unstable state. In the ten years since the 1998-99 internal conflict1 - a 
conflict that is estimated to have cut national income by 25 percent - economic growth has barely 
exceeded population growth; income per capita in 2008, at about US$240, was estimated to be 
still one sixth below its pre-conflict level. Guinea-Bissau ranks 173rd out of 182 countries on the 
2009 UNDP Human Development Index. Chronic poverty is deep and entrenched - 66 percent of 
the population was estimated to be living under the US$2 dollar-a-day poverty line in 2006 (the 
last time it was estimated), and 22 percent living in extreme poverty - with a higher incidence in 
rural areas. Infrastructure has decayed in several areas, notably energy and the port. The 
country’s entire public power system is operating on 5.5 megawatts of generation capacity - 
25 percent of what it had been before the conflict, and equivalent to the capacity needed to 
supply less than 2000 people in the US.  

2. Macroeconomic conditions - particularly fiscal, since it is a member of the regional CFA 
zone - remain challenging, in spite of recent progress, with continued large domestic primary 
budget deficits and frequent arrears accumulation. Overall, the achievement of most Millennium 

                                                 
1 This conflict, which paralyzed the country for more than a year, led to only limited loss of life but significant 
physical damage to the capital city Bissau. It was sparked by a coup attempt and played out against a background of 
ethnic cleavages, military personnel discontent over their economic conditions, and regional involvement. 
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Development Goals is out of reach, and will remain so well beyond the 2015 horizon. More 
worrisome even, the country has, in recent years, become vulnerable to the influence of Latin 
American drug traffickers, with the potential for a major deleterious impact on social, economic, 
and security developments in the country and the sub-region. 

3. At the heart of the country’s disappointing performance is a web of vicious cycles at the 
political, economic and sector levels that are locking the country in a low-equilibrium trap of 
instability, weak governance and low growth. There is little doubt about the role of political 
instability in undermining economic growth. Political instability, often marked by the intrusion 
of the military or paramilitary on the political scene, has undermined law and order and the 
successive governments’ ability to provide essential public services and infrastructure. It has 
further damaged already weak institutions, and contributed to high turnover in senior positions 
and to the exodus of qualified public personnel. Political instability has also increased the 
country’s vulnerability to macroeconomic shocks, and, for the last ten years, blocked exit from 
huge levels of external debt incurred mainly before the conflict. Overall, this has made for a 
hostile environment for both foreign and domestic private investment - with the possible 
exception of the kind of foreign private investment that thrives in hostile environments. 

Electricity and water sectors situation 
 
4. Electricity and water production and distribution in Guinea-Bissau have virtually 
collapsed since 2000. Only a small proportion of the population has access to public electricity 
and water supply, primarily in the capital Bissau, and only part of the time. Out of EAGB’s nine 
generating units, seven are out of order and their repair is not a least-cost option. The two 
operational units representing a total of 3 MW were co-funded by the IDA financed MIRP and 
the recently closed Private Sector Rehabilitation and Development Project (PSRDP). To 
complement this capacity, a lease contract has been signed with a private company to provide an 
additional capacity of 2.5 MW, bringing the current total generation capacity in Bissau to 5.5 
MW. The unrestricted demand for power in Bissau has been estimated at about 30 MW. EAGB 
is caught in a vicious cycle where widespread power cuts and poor commercial management 
have led to high levels of energy losses and low revenue collection, thus worsening EAGB’s 
financial position and its ability to operate and maintain its generation and distribution facilities.  

5. Because of the failure of the public electricity supply, there is an estimated 20 MW of 
private capacity installed by large consumers such as embassies, international organizations, 
hotels and other institutions. There are also an estimated of 800-1000 small generators used in 
the residential sector. This is costly to the fragile economy of Guinea-Bissau in terms of 
competitiveness and has a negative environmental impact as small diesel generators are more 
costly and less energy efficient than larger utility-run plants. The customer base is very small 
because of the lack of public supply and there are only about 19,000 customers for electricity and 
about 7,000 for water. 

6. The water supply sector suffers from the low and erratic electricity supply, which affects 
the ability to pump water, thus facilitating the spread of water borne diseases. Bissau gets its 
water supply from 12 deep wells that produce 17,000 m3 per day, or about 57 percent of their full 
potential estimated at 30,000 m3 per day. The IDA EEWRP is funding a 700 m3 water storage 

reservoir, which will improve supply reliability. However, given the very low level of cost 



 

 

recovery, the water sector is unable to pay for the operation (especially fuel) and maintenance of 
the water production infrastructure. Water service provided in Bissau remains very poor both in 
terms of quantity and quality. Improved commercial management and increased supply of power 
and water will enable to reverse this difficult situation. 

Sector recovery and development strategy 
 
7. The Government’s energy strategy in the short term emphasizes (i) increasing electricity 
generation capacity; (ii) enhancing EAGB’s operational performance, particularly commercial 
management, through the introduction of pre-payment meters and technical assistance; and in the 
medium-term in (iii) setting up a new sector structure under a public-private partnership (PPP), 
and putting in place a process that should ultimately lead to a concession or at the very least to an 
affermage or lease of EAGB’s assets.  This process would involve providing a technical 
assistance to EAGB to manage the company in the next 12-18 months, to be followed by a 
management contract with a private operator for at least 3 years until the company is ready for a 
fuller form of private sector participation.  

8. The proposed project is part of a program of investment and improvement in the 
governance of the electricity sector estimated at US$160 million over the 2011-2015 period. This 
program includes investments in power generation, water and electricity transport and 
distribution, the creation of a regulatory authority, the environmental cleaning of the site of the 
existing power station, a program of promotion of renewable energy and energy efficiency, and 
the reform of EAGB.  Several donors are already financing or are considering financing sector 
investments.  The main committed investments are from: 

• IDA through the MIRP and EEWRP for a total of about US$30 million; 

• BOAD with a total investment of US$50 million of which US$30 million are already 
committed to a 20 MW thermal power plant; and 

• The EU with a total contribution of about US$28 million to the rehabilitation and 
extension of Bissau’s distribution network and Guinea-Bissau’s share in the regional 
Kaleta hydropower project. 

 
The government has proposed that the Bank takes the lead in the reform component because of 
its comparative advantage in this area through its worldwide experience. This does not exclude 
possible participation in funding the reform program by other donors, such as BOAD who has 
expressed in interest in doing so.   
 
 Consistency with Country Strategy (ISN)   
 
9. The proposed reform project is consistent with the Interim Strategy Note (ISN) for 
Guinea Bissau (Report No. 48466-GW of May 20, 2009) covering the period FY09-FY10. The 
ISN has identified as a key development challenge for Guinea Bissau the need to address the 
collapse of basic infrastructure services and in particular the collapse of the electricity sector and 
the ripple effect it has on the reliability and competitiveness of other sectors already beset by 
other difficulties (water supply and its effects on health outcomes, agricultural transformation 
industry, etc.).  The proposed project is also in line with the Africa Strategy approved in March 
2011, in particular with pillar 1 which focuses on competitiveness and employment by improving 



 

 

the quality and reliability of electricity supply, and with the foundation of the strategy which 
aims to improve governance and public sector capacity by contributing to the corporate 
governance of the power and water utility.   

II. Proposed Development Objective 

The proposed project development objective is to improve the commercial and financial 
performance of the restructured utility EAGB through sector reform and private sector 
participation in its management.  
 

III. Preliminary Description 
 
The proposed project would have the following three closely linked components: 
 

• Component 1: Technical assistance for the transformation of EAGB (US$1.5 
million). Technical assistance mainly of a legal and accounting nature is needed to 
transform EAGB from a public sector entity to a commercial company. The reformed 
entity would remain for the duration of the proposed project entirely state-owned. This 
transformation will be accompanied by a financial restructuring of its balance sheet.  
 

• Component 2: Retrenchment plan (US$6 million). The objective of the soon to be 
launched human resources study (funded by the EEWRP) is to evaluate EAGB’s 
employees and identify those who are suitable to continue working under the restructured 
entity.  The study will set out the circumstances under which a contract of employment 
can or shall be terminated, the procedural guidelines for termination in certain 
circumstances and will ensure that termination criteria are fair and consistently applied.  
The goal is to ensure that: (i) termination action is taken in the interests of both EAGB 
and its employees; (ii) equitable practice and consistency of action are applied; and (iii) 
legal principles are adhered to.  The nature and content of the severance package are still 
to be worked out. The estimated figure of US$6 million is based on preliminary 
consultant reports, but it needs to be refined through the human resource study.   

 

• Component 3: Management contract (US$6.5 – 8.5 million).  After EAGB 
transformation and retrenchment plan, the next phase of the reform plan is to attract a 
private firm to manage the reformed utility through a management contract for at least 3 
years. IFC Advisory Services is helping the government in preparing this contract and 
attracting a suitable private operator. It is expected that this contract would start in 
2013/14, with the objective of improving the technical, commercial and financial 
performance of the new entity until the point where further private sector participation 
can be achieved. Given the current lack of profitability of EAGB and based on IFC’s 
experience with similar management contracts, it is expected that the cost of the 
management contract would have to be supported by the government through donor 
support.   

 
IV. Safeguard Policies that might apply 
 



 

 

The environmental category of the proposed project is “C” as the project does not include 
physical investments.  However, utility reform and the associate retrenchment plan will 
need to be handled carefully.  The current Project Implementation Unit (PIU) has recently 
been strengthened with the recruitment of a qualified Social and Environmental Specialist 
to help monitor the implementation of social and environmental mitigation measures.  
Additional details on safeguard policies are provided below.  

Responsibility and oversight of project’s overall compliance with national and Bank 
environmental and social safeguard policies is devolved to the Project Implementation 
Unit (PIU) notably the newly recruited Social and Environmental Development 
Specialist, who will be working in close collaboration with the National Environmental 
and Social Agency (NESA) and other technical agencies involved in energy supply.   

Safeguard Policies Triggered by the Project Yes No TBD 

Environmental Assessment (OP/BP 4.01)  X  

Natural Habitats (OP/BP 4.04)  X  

Pest Management (OP 4.09)  X  

Physical Cultural Resources (OP/BP 4.11)  X  

Involuntary Resettlement (OP/BP 4.12)  X  

Indigenous Peoples ( OP/BP 4.10)  X  

Forests (OP/BP 4.36)  X  

Safety of Dams (OP/BP 4.37)  X  

Projects in Disputed Areas (OP/BP 7.60)*  X  

Projects on International Waterways (OP/BP 7.50)  X  

 
V. Tentative financing 
Source:  

IDA                                           US$ 7.0 million 
Other Sources                           US$  9.0 million 
Total:                                           US$ 16.0 million 

 

  
VI. Contact point 
 
World Bank  
Moez Cherif 
Title: Sr. Energy Economist 
Tel: + 221-33-859-4166 
Email:mcherif@worldbank.org 
Location: Dakar, Senegal (IBRD) 
 
Implementing Agencies 
Contact: Mr. Luis Alberto Cruz Gomes 
Title: Coordinator of the Project Implementation Unit for MIRP/EEWRP 
Tel: + 245 3207286 

                                                 
* By supporting the proposed project, the Bank does not intend to prejudice the final determination of the parties' claims on the 

disputed areas 



 

 

Email: pmri@orange-bissau.com 
Location: Bissau, Guinea-Bissau 
 
VII. For more information contact: 
The InfoShop 
The World Bank 
1818 H Street, NW 
Washington, D.C. 20433 
Telephone:  (202) 458-4500 
Fax:  (202) 522-1500 
Web: http://www.worldbank.org/infoshop 

 


