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The new AID Pepresentative in Guinea, Byron Bahl, 
asked the 

Harvard Institote for International Developrrent (HIID) to 

organize this semirnr with two aims in mind. First, he wanted an 

informative u,,,in5 o ,o recent developents in Guinea; second, he 
wished to the ofbeg-in process narrowing down arid fui 'er 
developing the various components 
that will 
make up AID's program
 

in Guinea for 
the next three to five years.
 

AID's Country Development Strategy Statement (CDSS) for 

Guinea, prepared by AID/Conakry in March 1987 and a- rcvec by 

AID/Washington in April, provides a general framework focusing on 

(I) assistance in the consolidation and implementation of 

Guinea's economic pclicy reform program and 
(2) assistance in
 

stimulatin.9 the creation or 
expansicn of private enterprise -

both with a special emphasis on the revitalization of tle
 

agricultural sector. 
 In the context of the 
CDSS, the important
 

task for AID is now to define the policy questions that should be 

addressed and to 
specify the 
next steps to be taken in designing
 

the programs and projects that A!D will 
 undertake in Guinea. 

The goal of the seminar was not to develop fully -- nor even
 

simply to --sketch a program for 
AID in Guinea. 
 The aim instead
 

was 
to explore the major constraints holding back Guinea's
 

economic growth and 
to identify the critical 
areas where policy 

change or assistance by donors --- any donors --- would !have the 

gzeatest beneficial impact. The next step for ATD would be to
 

reflect upon the results in 
the light of its own particular
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capacities and concerns 
to fashion an appropriate detailed
 

strategy.
 

The present report is meant be a complete narrativenot to 

of the seminar It 
is a highly condensed and selective
 

presentation of themes and ideas that may be helpful in guiding 

further action. writing report,In the it has been assumed that 

the reader is 
fariliar with general developments in Guinea over
 

the last few years. 

,he agendas for the seminar 
(morning and afternoon sessions)
 
and 7 istr of particc.par.ts may be found in the appendix. 

2 -- GUINEA'S ECO!::CM7C PEF'OPX,- PPOGPRA 

2.1 -- Pecent Deve en 

Several of the mere r..p:)rtant recent events in the
 

realization of G2unea's 
 economic reform program, as presented by
 

the World Bank team 
 during the seminar -- developments that may 

be too recent to be existing asfound in reports -- are follows: 

o Foreiqn exchangemnar7cerie A. The weekly auction system 

appears to workingbe well. The official exchange rate is at 

present 440 
FG/US$ and the parallel 
rate 460-470 -- representing 

a premium of only 5%-7%. The Central Bank was applying informal 

quantitative restrictions on demand in late 
1986, which increased
 

the spread between the two rates; but this has 
now stopped. It
 

should be noted that the auction is open to all current account 

transactions and that there is no official import licensing. 

o Prices. Virtually all pt ices have now been decontrolled. 

http:particc.par.ts
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Prices for rice and petroleum products 
were not liberalized at
 

the beginning of the reform because they 
were considered to be
 

strategic goods. 
 Prices for petroleum products are 
set
 

administratively, but the 
margin is great enough that government 

subsidies are 
no longer needed. Rice prices are 
discussed below.
 

o Inflatio. The annual inflation rate for the first seven 

months of 1986 was 13C%-140%; for the rest of the year the annual 
rate was about 10%, suggesting that the initial effects of the
 
devaluation had worked themselves through the economy. 
 Reports
 
for the first four months 
 of 1987 cause some concern. They show
 

an annual inflatior, rate of 36%. 

o Bankinq ansyster. inte.rert rates. (2) The BICI-GUI bank
 
now has branches open in 
 four provincial centers. (2) So far,
 

most banking activity been
has confined to trade financing. Very
 
few medium- to long--term loans have 
 been extended owing strongto 

risk aversion on the part of the banks. (3) Because of li'gh
 

inflation, real interest rates (i.e., 
 after adjustment for 
inflation) are negative at present. 
 It should be noted, in 
contrast, that ultimatethe policy goal is to maintain positive 

real interest rates to encourage savings.
 

o Initia re . o ef ram. The agricultural sector 

has responded positively to 
the economic reform program: there
 

appears to 
have been an increase 
in the area cultivated in rice.
 

Also, official coffee exports 
were 6000-7000 MT in 
1986, compared
 

with a nec'igible amount 
in the yeais before, though this 

represents primarily a marketing rather than a supply response, 
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i.e., the coffee is now 
being marketed through official instead
 

of informal channels.
 

o Cvi: se-rvice refor m. About 12,000 civil servants had bcen 

removed frm, the government rolls by May 1987. The process has
 

been complicated by the 
lack of appropriate procedu- us. 
 Some of
 

the civil servants, placed in 
the category of "disponib]lit
 

speciale,' were ,
still being pai. even after beirg laid off. 

o Leqal envircn-rent. A new Commfrcial Code, prepared with 

World Ban. assistance, has recently been promulgatyed,
 

complementing the new 
Investment Code enacted in 
January 1987.
 

2.2 -- Privatization
 

Since the recent wave of privatization of state enterprises
 

has generated controversy, this topic was 
discussed at some
 

length during the seminar. So far, 16 industrial public
 

enterprises and one 
commercial have been privatized; more than 50
 

parastatals (notably the 
state commercial enterprises) are in the
 

process of being liquidated. Information the ownership of
on 
 13
 

of the -16 industrial firms privatized indicates the 
following:
 

three are 100% 
private Guinean; one 51%
is Guinean government
 

with the remainder foreign investors; and nine are 51% or more
 

fore..gn-owned.
 

Dissatisfaction with privntizaticn to 
date centers mainly on
 

the fact that a number of cases have 
involved the granting of
 

monopoly rights (e.g., 
the tobacco company, which has been
 

granted a ten-year monopoly) and high rates 
of tariff protection
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inconsistent with the liberal economy envisioned for 
Guinea. it 
seems clear that a number of the 
firms in question (e.g., the
 

textile 
factory and probably the 
cement factory) could not
 
possibly survive as 
viable enterprises without 
special protection
 

going beyond the uniform 10% tari ff rate now in effect. For some 
of the companies, it appears that the pulchaser in effect paid
 
for the right to sell in a protected market rather than for the 
physical assets of the company, which were often hopelessly run 

down. 

On the positive side, 
it can be said that privatization 
so
 
far has been a visible and dramatic way for the gcvernment to 
demonstrate to 
the 
public that the economy was being put back 
on
 
its feet with a different philosophy. Moieover, a well-run 
profit-seeking private monopoly is 
to be preferred to an
 

inefficient, subsidized public monopoly 
-- especially if the
 
private firm 
is taxed appropriately. 
 The hope is now that
 

baukward linkages will 
develop, the new 
firms stimulating other
 
Guinean businesses through demand for 
their output.
 

Looking to 
the future, there are 11 additional industrial
 
enterprises scheduled 
to 
be privatized (pharmaceuticals, tire
 

r(treading, tanning, and plastic footwear, among otherL) and 
about 
14 in the process of liquidation. Since the most 
valuable
 

enterprises have already been sold off, it is far from .certain 

that all those remaining will 
find takers.
 

The 
recent experience with privatization in Guinea should
 

serve, perhaps, 
as a reminder of the complexity of policy
 



6 
dialogue. Ideal economic policy advice 
inevitably comes face-to

face with the 
real capacities and constraints of the government
 

apparatus charged with carrying out 
the reform process.
 

2. 3 -- Future Directions 

The policy reform framework approved by the World Bank and
 

the IIF in July 2987 envisages a continuation for 
the next three
 

years of the efforts already begun: 
 improving the performance of 

the public administraticn; reducing the scope znd improving the
 

efficiency of public enterprises; further liberalizing of prices,
 

marketing, and foreign trade; 
consolidating the institutional and
 

legal environment for private sector development; rationalizing 

tax policy and administration; improving expenditure control; 

expandirn 
 the baking network and 
increasing its efficiency; and
 

strengthe:iing the government's capacity 
for external debt 

management. Speuial attention will be given in immediatethe 

future to improving budget preparation and expenditure control, 

with stringent restrictions to be placed on current expenditures
 

no related to the three-year rolling public investment program.
 

Some skepticism about the 
World Bank/IE structural
 

adjustment program expressed thewas during seminar, most 

articulately by Dr. West. The program in Guinea, it was 

contended, 
is of a piece with those being carried out in numerous 

other countries. Yet conditions in Guinea are not at all 

typical. With its particularly limited and fragile economy,
 

there is no guarantee that the 
present program is the most
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appropriate. (This discussion took place during 
the afternoon
 

session, and the World Bank 
team was not present to respond.)
 

After 
the World Bank team's review of the economic reform
 

program, Mr. Cadario I isted number othera of areas, apart from 
policy reform, where intervention could play a critical role in
 
developing 
 the Guinean economy. One key area is that of physical 

infrastructure 
(road network, electricity, water 
supply). it
 
would be fair to say that, along with 
the administrative and
 

institutional environment, 
the backward and dilapidated state of
 
the physical infrast"ructure constitutes the major impediment to
 

the country's development. What is needed is a very expensive,
 

long-run program, in which scund strategies for operation and 

maintenance must be given special attention.
 

In another area, Guinea has 
some 
of the worst health and
 
education indicators 
in Africa. 
 Clearly, attending to these
 

needs and extending 
social services throughout the country 


with a careful view to cost --
will improve human capital 
and is
 

therefore complementary to 
other efforts to 
promote economic
 

development.
 

2 . 4 -A griculturaL Price anrd MrketQ Policy 

Since AID's objectives for 
the next few years place special
 

emphasis on liberalizing the agricultural sector, 
this topic was
 

discussed in some detail during the seminar. Quite different
 

views emerged over a critical point on 
which AID might wish to
 

take a position, i.e., 
the degree to 
which the government should
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allow domestic import and export prices 
to be freely determined
 

by current world prices.
 

In th area 
of coffee exports, the only cash crop of
 

importance at present, 
the government in 
1986 set the official
 

price at which the state marketing agency, PROSECO, would
 

purchase coffee 
in Conakry. The marketing chain between the 
farm
 

gate and Conakry would be complete2y out of In
state hands. 


fact, several 
private traders, acting quite legally, found that
 

by exporting the coffee themselves they could offer better prices
 

to the farmeis and 
so were able to purchase and export most 
of
 

the crop completely through private channels.
 

There has been discussicn in Guinea, however, 
over the
 

desirability of establishi .g a stabilization fund for coffee
 

exports to protect the 
farmer from year-to-year fluctuations 
in
 

the world price, a result said be
to necessary to induce optimal
 

investments by farmers. 
 In addition, the Frencn have been
 

studying the feasibility of setting up 
a fMi>re-type
 

organization for the production and marketing of coffee.
 

The World Bank's position is 
that Guinea has started off in
 

the right direction by letting the private sector 
deal with the
 

pricing of coffee 
to producers, and it 
would be best 
to continue
 

along this path. 
 The problem with stabilization schemes is 
that
 

the funds accumulated are 
often used for 
other purposes and come
 

to constitute, in effect, 
a tax on farmers. Perhaps, as was
 

noted in the discussion, it will be possible to develop private
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mechanisms for price stabilization as 
Guinean farmers become 
more
 

organized --
 for example, through cooperatives.
 

Stryker offered the

Taking a different position, Dr. view 

that a variable eyport tax that cushions price fluctuations
 

without providing complete stabilization may not 
be such a bad
 

idea.
 

In regard to rice, the government appears in principle to
 

retain a fixed price (a "reference price", presently 
sct at 100
 
FG/kg. ) on sales of im,ported rice at the wholesale level. The
 

reference price, however, 
is said to be irrelevant since 
no
 

effort is to
made enforce it. All commercial importing of rice 

is now unrestricted and is carried out by the private sector with 

prices free:y set. 
 The reference price comes into play only when
 

the government sells rice at 
the wholesale level 
that it receives
 

through food aid, but this 
can have no effect cn retail prices
 

since these are competitively determined by 
the residual supply
 

price, i.e., 
 the world price. (If the reference price 
is lower
 

than the competitive wholesale price, however, 
a windfall will
 

result to the fortunate traders able 
to purchase food-aid rice
 

from the government.)
 

The question of just how 
free prices should be 
was raised
 

again by Dr. Stryker in the 
context of rice imports. Dr. Stryker
 

noted that with existing world prices for 
rice as historically
 

low as 
they are and are expected to remain, it will be virtually
 

impossible for 
most countries in Africa 
to produce rice
 

competitively, except 
for consumption on 
the farm or in nearby 
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markets. The Conakry market will 
therefcIre continue to 
be
 

supplied by imported rice if 
a free-markeit 


import levy a
 

regime is followed. A 

major long-term issue political as much as economic for the 

Guinean government is thus whether or not to protect domestic 

producers. According to Dr Stryker, a variable is 

policy option that 
should not be rejected out of hand by advisors
 

and donors.
 

in reply, the 
World Bank team maintained that Guinea is 
a
 

special case in West Africa, having 
a strong comparative
 

advantage in rice production. The critical 
problem in attaining
 

competitiveness 
with imports involves transport costs and
 

marketing inefficiencies. The 
implication was 
that the market
 

price should not be supported by an 
import levy. It is certain
 

that this issue -- and associated ones 
-- will figure prominently
 

in food policy debates in Guinea 
in the coming years.
 

On a related topic, the 
fact that rice imports are now
 

unrestricted and 
that the retail price is uncontrolled lays to
 

rest the principal question posed in the recent report by Abt
 

Associates Food Aid and Policy Reform in Guinea 
(prepared by
 

Charles Hanrahan and Steven Block 
[no date); namely, does
 

bringing rice into Guinea under food aid 
programs impose a
 

disincentive on 
domestic rice production? Since the retail price
 

is now freely determined by the residual 
source of supply 


i.e., commercially imported rice 
-- food aid will 
not alter that
 

price and so 
cannot have a disincentive effect. 
 (The fact,
 

however, 
tat food aid reduces the demand 
for foreign exchange in
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the Guinean economy will 
tend to lower the exchange rate and thus
 

lower producer prices in domestic-currency terms. 
 But one would
 

not expect this effect 
to be important.)
 

The discussion in this area 
shows that much applied research
 

remains 
to be done relating to 
food policy in Guinea. This is
 

especially relevant given that AID's long-term objective in
 

Guinea, according to the CDSS, is 
the revitalization and
 

diversification of 
 the agricultural sector. Guinea should 

develop a coherent research strategy that anvisages studies on
 

producer prices and costs of production, food consumption
 

(important for determining the consequences of policy changes on
 

the incidence of hunger), 
and the marketing system. A system for
 

monitoring and reporting market price information throughout
 

Guinea needs to set
be up. (Planning is 
already underway in a
 

number of these areas.)
 

2.5 	-- The Role of VD
 

Although it was intended that the
not seminar enter too
 

deeply into 
the question of what activities and programs AID
 

should support in Guinea, one 
aspect that received attention was
 

just how AID should determine the conditions that will 
inevitdbly
 

be attached to disbursements under 
its program assistance, food
 

aid, and commodity import program. 
 More 	specifically, to what
 

extent should AID simply lend its support to the policy
 

conditions developed by 
the World Bank and the 
IMF rather than
 

attempt to its
fashion own requirements based 
on independent
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analysis? It was noted, in this connection, that AID/Conakry has
 

not had and will not have the 
in-house capacity to carry out a
 

thorough policy analysis of its 
own.
 

Though it would not 
be accurate to say that a consensus was
 

reached on this issue, the discussion seemed to take the
 

following drift. First, it is unlikely that there will 
be
 

fundamental differences between the Bank/IMF point of 
view and
 

AID's over the general direction of policy reform in Guinea. 
 Dr.
 

Berg felt that AID should 
therefore leave hard conditionality to
 

others. Quibbling over small 
points will only confuse matters
 

and, in any 
case, hard conditionality detracts 
from a donor's
 

capacity to 
have a frank and productive dialogue with the
 

government.
 

One way 
that AID could assure that its policy dialogue with
 

the government remains cogent as 
well as 
current would be throogh
 

a continuing series of visits 
(say, every six months or so) by
 

high-level specialists in 
areas of concern 
to AID. Past
 

performance would be reviewed, 
future strategy would be refined
 

and adjusted, and the government would have the 
salutary
 

opportunity to engage in 
a constructive debate with another set
 

of top-notch experts -- in addition to those that now give them
 

policy advice.
 

As to 
whether AID should consider proposing to place a high

level ad.isor within the government on a full-time basis 
(for
 

instance, in the 
Strategy and Develcpment Office of 
the Ministry
 

of Rural Development), 
Dr. Berg ncted that he has never seen such
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an arrangement work successfully in a francopone country because
 

of the dominating influence of the network of advisors already in
 

place. Taking the opposite position, one could argue that the
 

peculiarities of Guinea's history and 
the ambivalent attitude of
 

the population towa-.rd the former colonial power may make the 

government more receptive to 
the idea of diversifying its corps
 

of advisors -- for internal political as wel as econo:Tic policy 

reasons. In any case, this possibility could be tactfully
 

explored with the government and vith other donors by A:D/Conakry 

and during the 
periodic visits by high-level specialists
 

mentioned above. 

2.6 -- Macroecnoic _mpact of Local Currency Fund Disbursements
 

One of AID's special 
concerns in the execution of its
 

program in Guinea is the pozsiblt, inflationary or deflationary 

effects of using its substantial local currency funds. In 

response to a question on this point, Dr. 
West noted that methods
 

have been developed to ensure that 
no negative consequences
 

result. The essential step is to an agreement by which
reach 
 the
 

government adjusts 
its fiscal and monetary interventions to take
 

into account the scheduled release of domestic funds by AID.
 

2.7 Comments and Pef-ections 

Several thoughts, related to 
the process of future program
 

design. emerge from the 
first phase of the economic reform
 

programi in Guinea 
over the past two years.
 

http:towa-.rd
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As noted by Mr. Cadario, the rapidity with which the
 

government has been able 
to enact wholesale policY ieforms with
 

virtually no resistance 
is due in large measure 
 o the enthusJiasm
 

all element.s of the population fe't upon the ending of 
an
 

unpopular and repressive dictatorship in 1984. What the
 

government will be 
able to accomplish over the next three to four 

years wiIl be based to 
a great extent on the continuing glow of a
 

new-found freedom.
 

Giver. this window of opportunity and the fact that the 

reforms are interlinked and rely for 
their effectiveness on
 

simultaneou.: movement along fronts,many there is an 

understandable tendency to 
push rapidly ahead in making policy
 

changes. The reforms undertaken in the last years
twc are
 

enormous. 
 Some would say the process is unprecedented, given the
 

state of 
the Guinean economy and public admiinistration.
 

Nevertheless, it must be 
understood that many of the 
changes
 

made so far exist to a large extent conly Un paper. Now comes the
 

difficult process of implementation, monitoring, and
 

readjustment. Institutionalizing the policy changes is 
a complex
 

task that will take years and will require a sustained commitment
 

on 
the part of aid donors.
 

A number of consequences flow from this. First, needs for
 

technical assistance and training will 
be substantial. 
 Technical
 

assistance projects running for 
as long as ten years should be
 

considered. The classic problem of how to 
design technical
 

assistance that gets the 
job done and trair.s local personnel at
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the same time will be especially acute in Guinea. Second, the
 

process of impleternting policy reform will 
depend intimately on
 

the capacity and competence of the government bureaucracy and on 

the establiEh--lrent of a culture of public service. This process 

is made difficult by the extremely loW po in from which we are 

starting and will be complicated by tne Guinean public's extreme 

distrust of 
the state and its interventions.
 

We should note that even reforms that aii simply 
at 

providing a conducive environment for the private sector depend 

on the performance of the government bureaucracy. The process of 

developing the private sector involves both a withdrawal of the
 

state from some 
spheres and a strengthening of the state in
 

others -- for example, 
in ensurinq consistent arid non-arbitrary
 

treatment and in enforcing rules of the game.
 

3 -- DEVELOPENT C?" THE PR:VATE SECTR: 
 SUPPORT PROGREAS 

3.1 -- Present Condition and Mood cf the Private Sector 

There was a difference of opinion as to the present mood of
 

private business in Guinea and 
to the opportunities available,
 

but much cf the difference can be 
explained by distinguishing
 

between the different groups of businessmen. Mr. Nyirgesy
 

described in glowing terms the enthusiasm that prevails among the
 

upper echelon of private Guinean traders. 
 Since their interest
 

is in quick returns on commercial activities, the present lack of
 

a detailed and tested legal 
frame,work does not particularly
 

concern 
them, given the supportive laissez-faire attitude of the
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government. The sudden plunge 
into commercial freedom has
 

engendered some confusion. Lack of experience and market
 

information has led 
to poorly planned purchases and periods of
 

glut or 
scarcity in certain commodities. But seems
it agreed
 

that the traders will learn to 
manage well enough for themselves,
 

given time and the conducive policy environment.
 

Or, the cthr! hand, the obstacles 
 for the foreign investor
 
remain formidale, beginning with the most obvious of
 

constraints, such as 
the absence of reliable telephone or telex
 

contact with the outside world. 
 In addition to the severe lack
 

of supporting infrastructure and local suppliers, 
the legal
 

framework for investment has just been put 
into place and is as
 

yet untested. 
 One opinion held that the new investment code
 

itself was quite unattractive to foreign investors. As noted in
 

the seminar, however, large foreign investors will probably
 

manage to carve their 
own deals irrespective of the provisions of
 

the investment code.
 

3.2 -- Critical Areas 
for Future Assistance
 

For the moment, it would no: 
appear that AID should place
 

much emphasis 
on the promotion of foreign investment activities
 

in Guinea; the country simply does not 
offer much attraction for
 

foreign investors as yet (see also Chemonics, Poiic3, for Private 

Sector Promotl- n and the Role of CNPIP [draft, July 3, 19871 and 

Survey of thePrivate Sector in Guinea and Recommendations for 

Futre D~i vek opment [prepared by Dornad Phatigan, Sept. 19361). 
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The focus of assistance should be 
on 
the actual or potential
 

Guinean investor. 
 A number of surveys have been carried out in
 

Guinea cataloguing the constraints that 
seem to be holding bach 

the development of investment activities. Many of the 
same
 

factors were 
cited duriny the seminar. Apart from the 
policy
 

environment, 
the major categories are 
the following:
 

o.. 
 environment There is a gap
 

between enunciated policy and aciual 
implementation. 
An activity
 

may be permitted in principle, but if signatures are
60 
 required
 

in fact to carry it out (cited by recent
one report as necessary
 

for an import transaction), the entrepreneur 
will not be
 

encouraged. 
 This is especially true where civil 
servants
 

incorrectly apply 
the new codes abuse the
or discretion accorded
 

them and when reliable mechanisms for 
appealing administratije
 

decisions have not yet beern developed. Perhaps policy dialogue
 

with the government should begin 
to focus 
more on the need for
 

these mechanisms. 
 In any event, problems in this 
area will be
 

inevitable in Guinea 
for some years to come.
 

o Infrastructure. 
As already noted, this is 
one of the major
 

constraints.
 

o Credit. 
 Lack of access to credit 
-- often simply for
 

working capital 
-- is cited as a key constraint in Rhatigan's
 

survey of 66 businesses, despite his 
opinion that many promoters
 

have access to surprisingly large for
stocks of personal funds 


capital investment 
(see referance above, this section). Based on
 

his recent trip to Guinea, Mr. 
Garvey noted during the seminar
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that the recently established donor-financed credit lines do not
 

seem to be reaching the rural sector and that the banks 
(except 

for B'CI-GL:I) do not feel comrfortable with rural 
investments.
 

o Lnfcritic n an6 technical assistance. (Market information;
 

information about (if
scur-,s supply; inforrrat ion about and
 

assistance in with
comply ing government regulationLs and 

procedures; 
technical advice about specific production processes;
 

feasibility studies.)
 

o Mar aerial asristance and training. (Business planning,
 

strategy and marketing; accounting.) Mr. Nyirgesy asserted 
that
 

the largt.r traders are ready for maragement consulting assistance 

and would be 
willing to pay for it -- e.g., assistance to 

informal groups of export-crop producers ruial Evenin areas. 


though resL Guinean traders may be
themselves uneducated, some
 

are hiring educated former civil 
servants as financial managers,
 

according to Nyitgesy,
Mr. and these people could benefit from 

traininq seminars and programs.
 

o Vocat 4 onal skills for artisans and laborers. Mr. Wisman, 

noting that about 80% theof workers on construction jobs in
 

Guinea come from neighboring countries, expressed his belief that
 

the shortage of low- and medium-skilled laborers was 
Q major
 

constraint to the development of private 
sector activities.
 

While the seminar revealed a consensus that the factors
 

outlined abov3 are 
certainly important, it proved impossible 
to
 

single out those that deserve priority attention. Moreover, with
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regard to technical and managerial assistance and training, 
the
 

seminar did not 
provide a suitable forum for exploring the
 

different needs of 
different types of entrepreneurs. For
 

instance, larger-scalh firms may be 
in need of highly specialized
 

information relating to 
production technologies and may be
 

interested also 
in formal feasibility studies.
 

On the otrier hand, small busir1es1Tien (generally do not think 

in terms of a wel].-delineated "project" with specified inputs and 

outputs that. easily becan entered or a standard forii (in French, 

the classic "project fiche"); if credit is to be extended, it
 

will likely have to be based or, reputation and intuitive judgment
 

and on the relationship developed between the businessman and the
 

credit extension officer.
 

One question -- among many -- that must faced eachbe for 


target group is 
whether assistance should focus 
more on the
 

interface between 
the enterprise and the external environment or 

on questions of internal management. Another question is whether 

it is realistic tu 
think that civil servants -- no matter how 

well they are trained -- can provide the particular service in a
 

way that will be useful to businessmen.
 

Our ignorance in these areas we
shows how little know about
 

the private sector and its needs 
in Guinea. It is worth
 

reemphasizinig 
the utter lack of comprehensive studies 
-- since
 

those done during the colonial era -- in almost every area of
 

research in Guinea. Rather than being a cause 
for despair,
 

however, an awareness of this lack 
can lead to a particular
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strategy of intervention, one based on 
flexible p:lot projects as
 

a 
first step linked with careful ,'onitoring and applied research.
 

Since we appear to be more certain of the desire of many
 

businessmen for credit than we 
are 
of the kind of technical
 

assistance or training that would be 
useful to them, one way to
 

begin would be with a small pilot credit project -- perhaps in
 

an area outside Conakry. 
 Contact made with businessmen and
 

artisans through dispensing credit would enable a better
 

understanding of their 
needs. New project components providing
 

training or technical assistance could evolve 
as a clearer
 

picture emerges.
 

Fashioning a workable credit program in rural 
areas would
 

not be easy, as Dr. 
Stryker pointed out. It would necessitate
 

AID's sustained involvement in policy areas (interest rate
 

policy, savings mobilization, rural 
land law, etc.) as well as in
 

the mechanics of 
the project. And it should be accompanied by
 

thorough monitoring and on-going evaluation at the field level.
 

Several suggestions were 
made during the seminar concerning
 

credit. Mr. Delia proposed that OPIC be used as to
an avenue 


administer project loans 
from local currency funds. Mr. Nyirgesy
 

suggested that AID handle long-term project loans 
on an in-house
 

basis, outside the banking system.
 

3.3 	-- The Capi ty of the Guinean Civil Service
 

In conceiving and designing support services 
for the private
 

sector in Guinea, it is critical to consider the kind of
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government structure and capacity necessary to 
carry out the
 

functions envisaged. The question of 
what can be realistically
 

expected of the Guinean civil service in the medium term, given
 

its present state, 
was explored by several participants, notably
 

by Dr. Berg. In the 
light of the experience of other countries,
 

there are reasons to believe that 
the process of creating a
 

smaller, more effective civil service will 
take a great deal of
 

time. If we assume, as many would, that 
the Guinean civil
 

service will 
remain relatively ineffective for the next ten to
 

fifteen years, 
the range and complexity of the services it can
 

offer will be limited. It 
therefore becomes imperative to search
 

for ways to shift certain responsibilities outside 
the public
 

sector.
 

3.4 	-- Agricultural Extension Services
 

Promoting 
the development of the agricultural sector through
 

extension services 
to farmers constitutes a special of how
case 


to develop the private sector 
by providing support services 
to
 

business. Various points of view 
were expressed during the
 

seminar as to the most effective approach. 
 Given the weakness of
 

the civil service (see Section 3.3), 
a number of participants
 

argued that more 
innovation and experimentation aze needed in
 

privatiring agricultural extension through, for 
instance,
 

contracting out services. It was felt that AID could play a
 

constructive role 
in the process. Dr. Berg suggested that we
 

might begin to 
think about a "radical privatization" of the
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Ministry of Rural Development in Guinea, though the shape 
this
 

might take is not yet clear. Dr. Stryker spoke of the huge
 

potential to be explored by forging 
a more active link between
 

research findings and the activities of input suppliers (e.g.,
 

fertilizer distributors), who could 
serve as a conduit for
 

information about improved techniques. 
 A pilot project might be
 

worthwhile.
 

3.5 	 -- Comments
 

In giving precise content to 
the broad objectives that AID
 

has set before it in Guinea for the next 
few years, AID could, on
 

the one hand, decide to engage 
in policy dialogue and support a
 

wide range of discrete activities that poin. 
toward the same
 

broad objectives, without, however, 
their being closely linked
 

one with another. One reading of 
the CDSS would appear to
 

suggest this approach.
 

On the other hand, AID could select several critical areas
 

-- the agricultural sector 
for one aim to
-- understand them 
in
 

depth, and then, in collaboration with other donors, 
fashion a
 

coherent package of interventions including policy advice,
 

program assistance, studies, and pilot activities 
-- all
 

interrelated and reinforcing 
one another.
 

The present author would argue strongly in favor of the
 

latter approach. Given the poor state of our 
present knowledge
 

about Guinea and the undeveloped nature of sectoral 
and sub

sectoral strategies, the 
risk 	that unconnected and limited
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interventions will prove ineffectual 
is very great. Moreover,
 

now that the focus is shifting from policy making to policy
 

implementation and readjustment, the 
process of pclicy dialogue
 

could become fixated on stereotyped advice unless 
it is animated
 

by feedback from focused studies and from concrete attempts at
 

impl ementa t ion. 
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