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THE UNION OF THE COMOROS 
SECOND ECONOMIC GOVERNANCE REFORM GRANT 

GRANT AND PROGRAM SUMMARY 
 

Borrower Union of the Comoros. 

Implementation Agency Vice-Presidency in charge of Finance of the Union of the Comoros. 

  Financing Data IDA Grant: SDR 2.2 million (US$3 million equivalent).  
 Operation Type Two year programmatic operation (second operation out of two). Single tranche. 

Pillars of the Operation 
And Program 
Development 
Objective(s) 

The Development Objective of this DPO series is to strengthen economic 
management, promote transparency, and enhance performance in the electricity and 
ICT sectors.  

The operation is designed around three pillars: (i) strengthening economic 
management; (ii) improving transparency in economic management; and (iii) 
improving competition and management in key infrastructure sectors.  

Result Indicators Cash management plans integrating the union and island treasuries are operational.          
 
Number of non-project central government bank accounts outside of the single 
account framework reduced. 
 
A computerized wage management system that integrates union and island civil 
service operational. 
 
Public budget that includes detailed information on investment and recurrent 
expenditures adopted. 
 
Transparency and accountability of debt management has improved.  
 
National Accounts prepared using the 1993 methodology and National Statistics 
Institute operational. 
 
Number of cases completed by the anti-corruption commission and brought to court. 
 
Information on access granted for fishing activities systematically disclosed, with 
revenue and its use documented.  
 
Increase in the number of telecom operators with a service license and reduction in 
the monthly price per 1 GB of mobile data (3G). 
 
Increase in MA-MWE collection rates.  
 
[For details on indicator baseline and targets, please see Annex 1]. 

Overall risk rating The proposed programmatic DPO carries substantial overall risk.  

Climate and disaster 
 risks 

There are no short and long term climate and disaster risks relevant to the operation. 

Operation ID P150924 
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IDA PROGRAM DOCUMENT FOR A PROPOSED GRANT 
TO THE UNION OF THE COMOROS 

 
1. INTRODUCTION AND COUNTRY CONTEXT  

(INCLUDING POVERTY DEVELOPMENTS) 

1. This program document proposes an Economic Governance Reform Grant (EGRG), 
the second in a programmatic series of two development policy operations (DPO) for the 
Union of the Comoros. The proposed DPO, in the amount of SDR 2.2 million (US$3 million 
equivalent), will support a series of reforms with the development objectives of improving 
economic management, promoting transparency, and enhancing performance in key infrastructure 
sectors (ICT and electricity).  

2. Comoros is a small and fragile state with a narrow economic base, widespread 
poverty and thin institutional capacity. Years of political instability contributed to acute 
underinvestment in services, infrastructure, skills, institutional capability and the productive 
sectors of the economy. The economy has relied primarily on the export of a few agricultural 
commodities, and has been subject to terms of trade and price shocks associated with global market 
fluctuations. These factors have contributed to widespread poverty and unemployment, 
particularly amongst women1. Recent data on poverty are unavailable given that the last household 
survey was conducted in 20042, when poverty was estimated to affect 46 percent of individuals. 
Poverty was observed to be primarily concentrated in rural areas, but recent urban migration may 
have further exacerbated poverty in crowded urban suburbs. Remittances from the Comorian 
diaspora have emerged as a major pillar of the economy, simultaneously supporting both 
household welfare and the external position. Demographic forces will exert further pressures on 
the economy with the population projected to grow by 50 percent and the labor force expected to 
double over the next 15 years. 

3. The return of political stability in recent years has been instrumental for building 
more stable institutions, and has opened a window of opportunity for reform. Comoros had 
been undergoing a prolonged period of political instability since its independence from France in 
1974, defined by struggles for political power and strained relations between the national and 
island governments. Dialogue and constitutional reforms in the 2000s paved the way for a gradual 
move to political stability, allowing two democratic transitions of power to occur in the last decade. 
The new Constitution adopted in 2009 clarified the scope of devolution and re-centralized some 
core functions of the state in order to strike a balance between central and island powers. Comoros 
is now beginning to benefit from greater levels of trust and cooperation between the union and 
island governments, which is a process that is instrumental in paving the way for economic reform. 
Nevertheless, the context remains fragile and the constitution will be tested during the upcoming 
electoral cycle for presidential elections in 2016. 

4. The recent period of stability has enabled Comoros to implement a set of reforms, 
allowing it to reach the HIPC completion point, but significant challenges remain and the 
pace of reform is slow. Since 2009, Comoros has implemented a series of macro-stabilization and 

1 Female labor force participation in Comoros is estimated at 35 percent of the active workforce. Women’s 
employment is concentrated in informal and agriculture sectors. 
2 New poverty estimates are currently being prepared by the Comoros statistics institute, and are due by mid-2015.  
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structural reform programs with support from development partners3, securing gains in fiscal 
consolidation and macroeconomic stability. It also made advances in public financial and debt 
management reforms, and initiated a process for reforming state-owned enterprises. These 
measures enabled the country to reach the completion point in December 2012, and allowed it to 
benefit from debt cancellation under the HIPC and MDRI initiatives. They have also supported 
recent improvements in economic conditions, with growth in 2013 marking an eight year high at 
3.5 percent. Despite this progress, significant challenges impede economic development, poverty 
reduction and shared prosperity in Comoros. The fiscal position continues to be fragile with limited 
room for maneuver and is supported by weak public finance management systems. Transparency 
and accountability continue to be key constraints to the development agenda. Moreover, growth 
and job creation continue to be held back by a high cost environment, particularly in relation to 
securing reliable access to electricity and connectivity through modern telecommunication 
services. Pressures relating to these factors, particularly difficulties in the electricity sector, 
reduced the rate of economic growth to 3 percent in 2014. The government has outlined a reform 
agenda to tackle these constraints, and although there is progress in the post-HIPC period, capacity 
on the ground is limited and the pace of reform is slow. 

5. The successful completion of this DPO series is expected to deepen economic 
management reforms, and contribute to reducing poverty. The reforms set out in this operation 
have been defined at the start of the series, and have secured incremental progress in the reform 
program. These reforms include the liberalization of the telecoms sector, the adoption of a detailed 
recovery framework for the electricity sector, the introduction of a single treasury account, and an 
improved legal framework for the management of debt. The operation will also deepen 
transparency and accountability in Comoros by improving the comprehensiveness of budget 
documents and strengthening the legal framework for combatting corruption. These reforms 
support the implementation of Comoros’ National Strategy for Accelerated and Sustainable 
Growth. They also contribute to reducing poverty and increasing shared prosperity. Economic 
management, PFM and anti-corruption reforms will enhance the budget’s ability to allocate 
resources to national development priorities and help to limit the leakage of funds. Energy reforms 
are expected to improve the reliability of electricity supply to households and businesses. Reforms 
in the telecoms sector are expected lower communication costs, which will be of particular benefit 
in the Comoros context given the important role that connections with family members and 
remittances from abroad play in the economic welfare of poor households.  
 
6. The proposed DPO carries risks associated with the upcoming electoral cycle, 
Comoros’ weak institutional capacity and potential opposition to reforms. Comoros has 
embarked on its electoral season with parliamentary elections having been concluded in early 2015 
and presidential elections due in 2016. The political context remains fragile, and may be clouded 
by concerns relating to the timely roll-out of the electoral schedule due to financing and capacity 
constraints. Moreover, fiscal discipline will be at stake during this period as union and island 
governments are likely to embark on an expansionary fiscal path. Further risks stem from the 
diminishing appetite for pursuing sensitive reforms over this period. Comoros’ macroeconomic 
and fiscal framework continues to be vulnerable to shocks that are characteristic of small island 
economies, including commodity price shocks and regional economic downturns that could affect 
remittance flows. Lastly, weak institutional capacity continues to present a risk that could impede 

3 International Monetary Fund (IMF), the World Bank, the European Union (EU) and the African Development 
Bank (AfDB), among others. 
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the implementation of the reform measures supported by this program, and fiduciary risks remain 
significant despite the ongoing public finance management (PFM) reforms.   
 

2. MACROECONOMIC POLICY FRAMEWORK 
 
2.1 RECENT ECONOMIC DEVELOPMENTS 
 

7. After having attained an eight year high of 3.5 percent GDP growth in 2013, economic 
conditions slowed growth slightly to 3 percent in 2014. Severe shortages in electricity supply 
and sluggish progress in the completion of structural reforms presented a drag on all sectors of the 
economy. In addition, fixed prices at the pump prevented the pass through of lower global oil 
prices, which may have otherwise eased economic conditions. Growth in GDP per capita also 
decreased in 2014 from 0.8 to 0.3 percent in real terms, as the rate of economy’s growth only 
mildly exceeded that of the population. Comoros has a narrow economic base. Its economic output 
is largely driven by trends in its rural economy, and increasingly, activity in the commerce and 
hospitality sector. Although steady and robust remittance flows have sustained domestic demand, 
recent events have demonstrated the economy’s vulnerability to the performance of the electricity 
sector. 
 

Table 1: Comoros Main Economic Indicators, 2012–18 
(Percent of GDP, unless otherwise specified) 

  2012 2013 2014E 2015P 2016P 2017P 2018P 

National Income and Prices               
 Real GDP growth (% change) 3.0 3.5 3.0 3.0 3.3 3.8 4.0 

Real GDP per capita (% change) 0.3 0.8 0.3 0.3 0.5 1.0 1.0 

 Inflation (% change, annual average) 5.9 1.6 2.4 3.0 2.5 2.5 2.5 

Public Finance               
Domestic Revenue (excl. grants)  19.4 15.4 14.2 14.1 14.1 14.7 15.8 

Grants 1/ 9.2 27.4 9.5 9.7 9.2 9.1 9.1 

Total expenditures (incl. net lending)  29.1 26.2 24.3 25.0 25.2 26.6 25.3 

Domestic primary balance 3.1 -1.5 -1.9 -0.7 -0.8 -1.0 0.0 

Overall balance (incl. grants)  -1.3 15.1 -0.8 -1.9 -1.9 -2.2 -0.4 

External Sector               
Current account balance  -8.3 -11.4 -10.4 -9.8 -11.3 -10.3 -9.3 

Exports of goods and services 14.9 14.9 15.4 15.6 14.2 14.6 14.6 

Imports of goods and services 53.9 57.0 56.8 57.6 56.7 54.9 53.9 

Remittances 26.6 25.3 25.6 26.8 26.5 25.2 25.3 

Gross reserves (months of imports) 7.1 5.4 5.6 4.9 5.0 5.1 5.0 

Exchange Rate CF/US$ (end of period) 382 370 370 4533/ … … … 

External debt               
 External debt  (in percent of GDP) 2/ 40.5 16.1 17.8 17.3 16.9 16.4 16.0 

 External debt service (in % of exports) 2/ 10.3 2.1 2.8 2.3 3.8 4.0 4.6 

                Sources: Government of Comoros; WB and IMF staff estimates. 
1/ Includes interim HIPC assistance (2010-12).    
2/ External debt ratios after full HIPC, MDRI and beyond HIPC relief from end-2012.  
3/ Exchange rate as at 7 April, 2015.  
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8. Inflationary pressures remained moderate in 2014. Average consumer prices rose by 
an estimated 2.4 percent in 2014, compared to 1.6 percent the previous year mostly due to an 
increase in the cost of some food items and domestic fuel. Higher inflation was also triggered by 
the depreciation of the Comorian franc against the US dollar in 2014, which caused upward 
pressures on market prices for imported goods. The monetary policy stance continued to be prudent 
as Comoros maintains a peg against the euro, and has remained in conformity with the franc zone 
monetary arrangement.  
 
9. The 2014 budget faced significant implementation difficulties as recurrent spending 
pressures and a reduction in revenues resulted in a contraction of the domestic investment 
budget. Public finances recorded an overall fiscal deficit of 0.8 percent of GDP in 2014, down 
from a 1.4 percent deficit the previous year. Spending pressures relating to the public sector wage 
bill and electricity sector operations were drivers of an expansion in the recurrent budget. Budget 
implementation in 2014 was particularly challenging as an unplanned pay settlement to increase 
teacher salaries pushed the wage bill to 8.3 percent of GDP and as electricity blackouts increased 
the cost of diesel subsidies to the energy utility. The roll-out of the parliamentary elections also 
imposed additional costs. At the same time, revenues remained modest with a decline in non-tax 
revenues and the continued suspension of the Economic Citizenship Program (ECP)4 placing 
further pressure on the overall envelope, and causing the rollover of salary arrears from month to 
month. Overall, Comoros continues to operate under a tight fiscal situation, with narrow fiscal 
space, even though reforms in recent years have yielded some gains in terms of fiscal 
consolidation. The fiscal balance remains fragile, and domestic arrears continue to be a source of 
weakness in expenditure management, especially for the wage bill. 
 
10. Comoros’ external position improved moderately in 2014, and international reserves 
continue to be adequate. Comoros continues to face structural trade and current account deficits 
due to its narrow export and income base, and its large import bill. The current account deficit is 
projected to have narrowed from 11.4 percent of GDP in 2013 to 10.4 percent in 20145 as the drop 
in oil prices helped to reduce the cost of the import bill, and as the volume of remittances from the 
diaspora continued to grow. The overall balance of payments deficit was financed largely by 
capital grants and concessional financing. Import cover in 2014 stood at 5.6, a level that supports 
the immediate foreign transaction needs of the country.  
 
11. The Comorian financial sector is shallow but sound. Comoros’ financial sector is small, 
and is limited to banks and micro finance institutions6. The provision of credit to the private sector 
has been growing, but has been mostly financing consumption rather than investment. Financial 
indicators suggest that the sector is generally sound albeit with some sources of fragility, 

4 The ECP allows Comoros to offer citizenship to foreigners who reside in partner countries. The partner 
government selects the candidates following a background check conducted by the partner government. In 
exchange, Comoros receives a fee for each passport issued. In recent years revenue from the program has become 
significant in relation to Comoros’ GDP. The program was suspended in 2013. 
5 Actual balance of payments data for 2014 is not available as yet. 
6 Total assets of the financial system stood at 54 percent of GDP in 2013(IMF AIV report, January 2015). 
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particularly at the state owned postal bank, which suffers from weak management. Non-
performing loans stood at 19 percent at end-2014 with robust rate of provisioning at 60 percent7.  
 

  Table 2: Comoros Central Government Operations, 2012–18 
(Percent of GDP) 
 

  2012 2013 2014E 2015P 2016P 2017P 2018P 

Revenue and grants 28.6 42.8 23.7 23.8 23.3 24.4 24.9 

Revenue  19.4 15.4 14.2 14.1 14.1 14.7 15.8 

Tax revenue  11.8 12.0 11.6 11.4 11.5 12.1 13.1 

Non-tax revenue 1/ 7.6 3.4 2.6 2.6 2.6 2.6 2.7 

Grants 9.2 27.4 9.5 9.7 9.2 9.1 9.1 

Of which: Budget support  0.0 1.6 1.5 1.0 0.4 0.4 0.3 

          Project grants 8.3 7.6 8.0 8.8 8.8 8.8 8.8 

      HIPC grants 0.9 18.2 0.0 0.0 0.0 0.0 0.0 

Total expenditure  29.1 26.2 24.3 25.0 25.2 26.6 25.3 

  Current expenditure 18.2 14.8 15.0 14.6 14.5 14.2 14.1 

Wages and salaries 8.0 7.6 8.3 8.5 8.5 8.5 8.4 

Goods and services   3.9 3.7 4.6 3.5 3.5 3.5 3.5 

Transfers and pensions  1.9 2.1 2.0 2.5 2.3 2.0 2.0 

Scheduled interest 0.4 0.2 0.2 0.2 0.2 0.2 0.2 

  Capital expenditure and net lending 10.9 11.4 9.3 10.4 10.7 12.4 11.2 

  Capital expenditure  10.7 10.9 9.3 10.4 10.7 12.4 11.2 

  o/w domestically financed   2.5 3.4 1.3 0.3 0.6 1.7 1.9 

  o/w foreign financed 8.2 7.5 8.0 10.1 10.1 10.7 9.3 

     Net lending 0.2 0.5 0.0 0.0 0.0 0.0 0.0 

Overall balance, including grants 
(commitment) 

-0.7 16.0 -0.6 -1.2 -1.9 -2.2 -0.4 

Domestic primary balance 3.1 -1.5 -1.9 -0.7 -0.8 -1.0 0.0 

Change in net arrears -0.7 -0.9 -0.1 -0.6 0.0 0.0 0.0 

Overall balance, including grants 
(cash)  

-1.3 15.1 -0.8 -1.9 -1.9 -2.2 -0.4 

excluding HIPC grants -2.2 -3.1 -0.8 -1.9 -1.9 -2.2 -0.4 

 Financing -2.8 -16.9 0.8 1.9 1.9 2.2 0.4 

       Domestic financing (net) -1.7 1.6 1.1 0.0 -0.3 -0.4 -0.4 

o/w IMF (net) 0.0 0.7 0.0 0.0 -0.5 -0.6 -0.7 

   Foreign financing (net) -1.1 -18.5 -0.3 1.9 2.2 2.6 0.8 

  Drawings  0.0 0.0 0.0 2.2 2.7 3.1 1.3 

  Amortization  -1.2 -18.5 -0.3 -0.3 -0.5 -0.5 -0.6 

Sources: Government of Comoros; WB and IMF staff estimates  
1/ Includes ECP receipts – none from 2013 onwards. 

    

 
 

7 The stock of non-performing loans includes old discount loans of KMF 1.3 billion to the vanilla sector that have 
been non-performing since the early 2000s. The central bank is coordinating efforts to have these loans written off. 
IMF Article IV report, 2015. 
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Table 3: Comoros Current Account Deficit Financing Sources 
2013–18 

(Percent of GDP) 

  2013P 2014E 2015P 2016P 2017P 2018P 

Current account financing requirements              
Current account deficit -11.4 -10.4 -9.8 -11.3 -10.3 -9.3 

Trade balance -32.2 -30.5 -31.2 -32.6 -30.3 -29.3 

Services (net) -10.0 -11.0 -10.8 -9.9 -10.0 -10.0 

Income (net) 0.1 -0.1 -0.1 -0.1 -0.1 -0.1 

Current transfers (net) 30.7 31.2 32.2 31.3 30.1 30.1 

Government 5.4 5.5 5.4 4.8 4.8 4.7 

Private 25.3 25.7 26.9 26.6 25.3 25.4 
              

Financing sources              
Capital grants 23.2 6.7 5.7 6.8 5.9 4.7 

of which HIPC 16.8 0.0 0.0 0.0 0.0 0.0 

FDI and portfolio investments (net) -16.2 3.0 3.5 4.4 4.4 4.6 

Financing   4.9 0.7 0.6 0.0 0.0 0.0 

Change in reserves (increase -) 4.9 0.7 1.0 0.0 0.0 0.0 

of which IMF credit (net) 0.7 0.0 0.0 -0.2 -0.3 -0.4 

Net change in arrears 0.0 0.0 0.0 0.0 0.0 0.0 

Exceptional financing 0.0 0.0 0.0 0.0 0.0 0.0 
Source: Government of Comoros; WB and IMF staff estimates  

 
 
2.2 MACROECONOMIC OUTLOOK AND DEBT SUSTAINABILITY 
 
12. Comoros’ medium-term growth outlook is expected to be moderate, and may be 
buoyed by reforms in energy and telecoms. GDP growth is projected to remain steady at 
3 percent in 2015 and to accelerate to an average of 3.6 percent in the medium term8. This level of 
growth would be robust in the Comoros context9, and is sensitive to the success of reforms for 
lowering telecommunication costs and improving the reliability of electricity supply, as well as 
progress in investment climate reform. The agriculture sector will continue to underpin Comoros’ 
economy and a favorable price environment, particularly for cloves and vanilla, would boost both 
economic output and poverty reduction. Remittances are projected to continue on a robust path 
and to support commercial activity, the housing sector and private consumption.  
 
13. The current account balance will remain in structural deficit, and will be financed 
largely by capital grants and concessional financing. The current account deficit is projected to 
narrow to 9.8 percent of GDP in 2015 as the volume of imports is anticipated to decline with the 
depreciating Comorian franc, thereby slowing down the growth of the import bill, which would 
have otherwise expanded as programmed capital investment projects get underway. A deficit 

8 Comoros’ national accounts are based on the 1968 System of National Accounts Framework. The National 
Statistics Institute is preparing to update the national accounts records using the 1993 framework. These 
modifications may change the growth narrative for Comoros and the medium term outlook.  
9 Real GDP growth averaged only 1.5 percent between 2007 and 2012. 
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averaging 10.3 percent of GDP is expected in the medium term. Reserves are expected to remain 
at around 5 months of import cover. Prices increased mildly in 2014, and may increase further in 
2015 if the Euro-pegged Comorian franc continues to depreciate against the US dollar, but are 
expected to remain moderate at an average of 2.5 percent. Nonetheless, Comoros remains highly 
exposed to external price and exchange rate shocks, especially those affecting food and fuel 
markets. 
 
14. Comoros continues to present a fragile fiscal position in the medium term as fiscal 
space remains narrow, given the low revenue effort and growing expenditure pressures. A 
slightly higher overall deficit at 1.9 percent is expected in 2015, narrowing to an average of 1.6 
percent of GDP in the medium term, which is mostly financed through drawings on concessional 
capital investment loans. The upcoming elections pose the most significant risk to the fiscal 
outlook in the next two years, as overspends have tended to drive the accumulation of domestic 
arrears and an expansion of the wage bill around the political cycle. The revenue effort, which has 
remained stubbornly low, is another source of risk. These factors indicate a delicate fiscal setting 
in the medium term and the urgency of reforms to widen fiscal space and strengthen revenue 
administration.  

 
15. Fiscal risks are likely to become evident as the 2015 budget is implemented; leading 
the authorities to identify a set of initial adjustments. Customs revenues are expected to decline 
as the depreciation of the Comorian franc makes imports less affordable, whilst expenditure 
pressures related to the wage bill and the electricity sector continue in 2015. The authorities 
acknowledge these risks and have agreed to a series of measures to strengthen the fiscal position. 
These include the reduction of customs and tax exemptions, the setting of a monthly ceiling for 
salary payments at the union and islands levels, and the acceleration of reforms for strengthening 
wage bill administration. 
 
16. Having benefited from HIPC debt relief, Comoros’ risk of debt distress has been 
upgraded from high to moderate. Comoros’ public and publicly guaranteed debt stock declined 
from 44.5 percent of GDP in 2011 to 17.4 percent in 2014 after having completed the HIPC and 
MDRI debt relief process10. Stress tests conducted as part of the 2014 Debt Sustainability Analysis 
found that the reduction in Comoros’ debt burden reduced its vulnerability to macroeconomic 
shocks, but that the debt sustainability outlook is highly sensitive to the level of remittance flows11.  

 
17. Comoros’ financing needs will continue to be significant in the medium term. Ensuring 
debt risks remain contained while the country’s development needs are addressed will require 
prudence in fiscal management, policies that enhance exports and continued donors assistance. It 
also requires that all new loans are scrutinized to ensure that they are consistent with a prudent 
debt management strategy, that the underlying projects are of economic worthiness and that loans 
are ratified by the national assembly based on objective criteria. The authorities informed the 

10 Concessional loans provided by multilateral creditors account for approximately two thirds of the remaining debt 
stock, whilst the remaining third is due to official bilateral creditors. Liabilities to the latter expanded in 2013 as 
Comoros contracted a concessional loan from the India EXIM bank to finance large infrastructure investments in the 
energy sector. 
11 Comoros qualifies for the inclusion of private remittances in the denominator of the debt and debt service 
indicators for the purposes of the baseline of the DSA. Private remittances represent a large and reliable source of 
foreign exchange—currently in excess of 25 percent of GDP. 
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World Bank and IMF in March 2015 that they are considering a US$149 million loan for expansion 
of port facilities from a foreign consortium. Although the terms of the proposed loan are 
concessional, the size of the loan is large at approximately 24 percent of GDP. A preliminary 
update of Comoros’ debt sustainability analysis (DSA) indicates that the loan may result in a 
downgrade of the risk of debt distress from moderate to high. The Bank team advised the 
authorities of the risks this loan would pose to their debt sustainability outlook, the need to assess 
the economic contribution of the project and the need to take a cautious approach. 
 

Source: Joint Bank-Fund DSA, 2015. 
 
18. Comoros’ macroeconomic policy framework is judged to be adequate for the 
purposes of the proposed operation, though uncertainty will persist. The Government of 
Comoros made gains in strengthening macroeconomic and fiscal management, as indicated by the 
conclusion of the Extended Credit Facility (ECF) with the IMF at the end of 2013. Looking ahead, 
the authorities continue to be committed to prudent monetary policy, guided by the policy 
framework of the franc zone, and to strengthening the framework for debt management. The 
projected fiscal deficit is due to be funded through concessional donor financing for strategic 
capital investments13. In terms of the external position, despite a moderate deterioration of the 
current account deficit in 2013, the outlook in the medium term is expected to be supported by 
stable and high remittances and sustained external donor support to fund capital investments. 
Nevertheless, macroeconomic vulnerabilities remain high. Comoros remains vulnerable to a 
deteriorating global economy, especially in the Euro zone. Although remittances remained buoyant 
throughout the 2008 global crisis and subsequent slowdown in European economies, continued 
slow growth could have an impact moving forward. In terms of debt sustainability, increased 

12 The most extreme stress test is the test that yields the highest ratio on or before 2024. In both cases it corresponds 
to a non-debt flows shock.   
13 Central bank financing of government operations is restricted by the monetary cooperation agreement with 
France, which limits advances to the treasury to no more than 20 percent of the average tax revenue of the preceding 
three years. 

Figure 1: PV of debt to export and GDP ratios (including remittances), 2014–203312  
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access to financing may spur borrowing to fund large projects that would revert the risk of distress 
to high. Furthermore, despite making some progress in fiscal stabilization, the pace of reforms for 
improving public finance management and for increasing revenues remains slow. Hence, 
government finances remain fragile, and with the election season in view, there is a possibility that 
fiscal restraint may weaken over the next 18 months.  
 
2.3 IMF RELATIONS 

19. Comoros completed an IMF ECF arrangement in December 2013, a follow-up 
program is not yet in place. The recently concluded ECF was an important program for 
supporting improvements in Comoros’ macroeconomic framework. The adoption of a new 
program would be a key factor for enhancing prudence in macroeconomic management. The IMF 
concluded Article IV consultations in January 2015 and is in discussions with the authorities 
regarding the preconditions for a follow-up program. The IMF also provides technical assistance 
through its functional departments as well as the Africa Regional Technical Assistance Center 
South (AFRITAC South) to support tax and customs administration reforms, PFM reforms, the 
supervision of monetary and banking activities and the assessment of the quality of statistics.  

3. THE GOVERNMENT’S PROGRAM 

20. Having concluded the first Poverty Reduction and Growth Strategy Paper, a second 
generation strategy, the Sustainable Accelerated Growth and Development Strategy for 
2015-19 has been adopted. The Poverty Reduction and Growth Strategy Paper (PRGSP), on 
which the Government’s Program for 2010-14 was based, sought to stabilize the economy, 
promote private sector growth and improve delivery of social services, while supporting the 
achievement of the HIPC completion point. The Sustainable Accelerated Growth and 
Development Strategy (SCADD) continues to support these overall themes. It addresses the 
productive sectors with a focus on agriculture, fisheries, trade and tourism, and seeks an enabling 
environment through improved infrastructure and a more accommodating business environment. 
It also promotes the social sectors, the environment and good governance. The strategy is 
supported by a prioritized plan of action. The preparation of the SCADD was led by the General 
Commissariat of Planning, following a participatory approach with extensive consultations both 
at the union and island levels, including representatives from civil society, traditional and religious 
leaders, non-government organizations, and development partners.  

21. Government efforts to strengthen macroeconomic and fiscal stability focus on 
improving treasury management, increasing revenue collection and containing the wage bill. 
The government is seeking to maintain macroeconomic stability, keep fiscal expenditure under 
control and to improve budget implementation. Broadening fiscal revenues and controlling the size 
of the wage bill are priorities. To increase revenues, the authorities are pursuing tax administration 
reforms and have recently issued a freeze on tax and customs exemptions. The government has 
also updated the taxpayers’ registry in the large taxpayer units. Moreover, to strengthen tax and 
customs control and reduce leakages and fraud, joint tax and customs investigation operations have 
been increased. These measures mark progress, however, the authorities need to deepen and 
accelerate revenue reforms in order to have an impact on widening fiscal space. In order to keep 
spending under control, the government has updated the civil service payroll drawing on the results 
of the civil service census, and is progressively adopting a computerized payroll system. These 
reforms are complemented with measures to strengthen treasury management, including the 
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adoption of a Treasury Single Account (TSA). Besides these measures, more vigorous efforts by 
the authorities to contain public sector salaries at the union and island levels and to clear in-year 
salary arrears will be critical. With more effective cash management and better control of the wage 
bill, as well as measures to enhance revenues, the authorities would create some fiscal space for 
additional spending on social sectors and infrastructure. 

22. The authorities have also adopted a Public Financial Management (PFM) Reform 
Strategy for the period 2010-19. The PFM Reform Strategy is organized around four pillars: (i) 
modernizing the legislative and regulatory framework and strengthening institutional capacity; (ii) 
rationalizing budget preparation; (iii) strengthening budget execution; and (iv) increasing 
transparency through improved internal and external controls. It is supplemented by a focused 
priority plan of action for the period covering 2014-2016. Ongoing PFM reforms benefit from 
donor support, mainly from the World Bank, the AfDB, the IMF and the Government of France. 
Additional financing for the World Bank funded Economic Governance Technical Assistance 
Grant will continue supporting implementation of PFM reforms, with a focus on budget execution 
and wage bill management. 

23. Policies in the energy and telecoms sectors are based on reform plans that lay out a 
path for improving performance and competition. The Government adopted a policy for the 
energy sector14 in 2012 that lays out plans for sector reform and recovery, and which addresses 
long term as well as short-term issues. The four identified priority areas are (1) a comprehensive 
reform of corporate governance and commercial and technical management of MA-MWE; (2) 
preparation of future investments in renewable generation so as to reduce the reliance on imported 
oil products for power generation; (3) institutional sector reform including governance of sector 
enterprises, and energy pricing; and (4) improvement and extension of the petroleum storage 
capacities. In telecoms, the roadmap for the Comoros Telecommunications sector (2012) lays out 
a set of reforms for the adoption of market-based mechanisms and good governance. It places an 
emphasis on the privatization of the incumbent operator, Comores Telecom, the licensing of a 
second operator, the creation of independent internet services providers and the strengthening of 
the regulator. 

24. Business environment reforms are ongoing with the aim to improve the climate for 
investments and encourage private sector development. With the support of the IFC, the 
government continues to gradually implement reforms to improve the business environment. The 
reforms in this area are nascent at this stage, and include the development of small business edge 
initiative, development of improved financial tools (e.g. leasing) to support SMEs, and the creation 
of alternative business dispute resolution mechanisms. The government has also initiated reforms 
of the energy and telecoms sector to foster more efficient and lower cost services to both 
households and the private sector.  

 

 

14 Document de politique de l’énergie électrique et des produits pétroliers de l’Union des Comores. 
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4. THE PROPOSED OPERATION 
 
4.1 LINK TO GOVERNMENT PROGRAM AND OPERATION DESCRIPTION 

 
25. The proposed grant in the amount of SDR 2.2 million (US$3 million equivalent) is 
aligned with the strategic direction of the SCADD and other key strategies underpinning the 
government’s reform program. Despite having emerged from a prolonged period of political 
and institutional turmoil, and having embarked on a path for reform, Comoros remains burdened 
by weak systems for economic management, lack of transparency and under-performing economic 
sectors. The government’s reform program recognizes these challenges as constraints to increased 
growth and prosperity. This DPO series has set out to support Comoros in its development efforts 
progressively over a period of two years. The program supports Comoros at a time when it is 
critical to secure the gains and the momentum mobilized during the HIPC period, whilst a sustained 
period of stability provides a platform for pursuing reforms. 

26. The development objective of this DPO series is to strengthen economic management, 
promote transparency, and improve the performance of the electricity and ICT sectors. The 
operation is designed around three pillars: (a) strengthening economic management, (b) improving 
transparency in economic management, and (c) improving competition and management in key 
infrastructure sectors. This operation aims to: (i) strengthen economic management by: improving 
treasury coordination and introducing a TSA, adopting a law for enhancing debt management, and 
updating the methodology for Comoros’ national accounts; (ii) advance the transparency and anti-
corruption agenda by: increasing the comprehensiveness of the budget and strengthening the legal 
framework for combating corruption; and (iii) support structural reforms in the electricity and ICT 
sectors.  

27. This proposed operation builds on the results achieved by the first DPO in this series, 
leading to progress in advancing Comoros’ development agenda. The first operation made 
advances in pursuing Comoros’ reform agenda and in strengthening economic management. It 
increased budget comprehensiveness and fiscal transparency so that more information on national 
finances has been delivered to the National Assembly and the public than before, including the 
disclosure of fishing access rights and associated revenues. It supported the institutional autonomy 
of the statistical system and the implementation of anti-corruption efforts. The first operation also 
helped to launch structural reforms for improving the performance of the telecoms and electricity 
sectors. This operation will deepen results in these areas. It will further strengthen economic 
management through the reform of treasury operations and the introduction of a TSA, enabling 
better cash management. A new debt management law will set the institutional framework for 
borrowing, and an upgrade of the national accounts system will recast our understanding of the 
structure of Comoros’ economy and enhance the government’s ability to pursue its economic 
management agenda. This operation also supports the amendment of the anti-corruption law, 
giving more legal power to the fight against corruption. The deepening of structural reforms is 
likewise a key pillar of this operation, leading to the introduction of competition in the telecoms 
sector, and the adoption of a performance-focused recovery framework for the electricity sector.  

28. Learning from previous operations, this programmatic DPO coordinates policy 
reforms with World Bank sector operations and other development partners to leverage 
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technical assistance and implementation support. Recent DPO ICRs15 have highlighted that 
given Comoros’ limited institutional capacity, it is critical to focus policy reforms in a few relevant 
areas that are broadly supported by donors, and to provide adequate assistance to support 
implementation. Previous DPOs in Comoros demonstrated the importance of identifying timely 
and complementary technical assistance projects which support the implementation of the reform 
agenda. The proposed operation adopts this approach, and reinforces ongoing dialogue in PFM, 
anticorruption, statistics, energy and telecom sectors supported by Bank projects and technical 
assistance. The DPO also serves as a tool for collaboration and coordination among donors, 
enhancing policy dialogue for the reforms.  
 

Table 4: DPO Prior Actions and Implementation Status 

Prior Action Status 
Pillar A: Strengthening economic management 

Coordinating treasury and cash management:  
The Recipient’s Directorate of Public Accounts and Treasury within its Ministry of Finance has become 
operational through: (i) the identification of a dedicated budget line in the Recipient’s 2015 Budget Law; and (ii) 
the appointment of the remaining core staff as required by the Recipient’s Decree no. No. 12-047/PR dated 
February 29, 2012, through the Recipient’s Arrete No.15-008/VP-MFEBICEP/CAB dated March 28, 2015. 

The Recipient’s Ministry of Finance and Central Bank have signed a memorandum of understanding governing 
the functioning and administration of a Treasury Single Account at the Recipient’s Central Bank, which 
memorandum of understanding, among other things, prohibits the opening and operating of new bank accounts 
unless prior authorization from the Recipient’s vice-president responsible for finance has first been obtained. 

 
Completed 
 
 
 
 
Completed 

Strengthening wage bill management: 
The Recipient has strengthened wage bill management through: (i) the integration of civil service wages in the 
computerized wage management system; and (ii) the integration of biometric national ID numbers in the 
computerized wage management system. 

 
Completed 
 
 

Improving budget comprehensiveness: 
The recipient has incorporated the public investment program in its 2015 budget law. 

Completed 

Improving debt management:  
The Recipient has prepared and submitted to its National Assembly a debt management bill to strengthen the 
Recipient’s debt management framework. 

Completed 

Strengthening statistical systems: 
The Recipient, through its National Statistics Institute (L’Institut National de la Statistique et des Etudes 
Economiques et Demographiques), has: (i) prepared a budgeted five year action plan that uses the SNA 1993 
methodology for the production of national accounts; and (ii) has completed data collection for updating the 
Recipient’s 2011-2013 accounts. 

Completed 

Pillar B: Improving transparency in economic management 
Enhancing transparency and efficiency on the fight against corruption:  
The Recipient has enacted Law No.13-015/AU amending the Anti-Corruption Law, dated December 26, 2013, 
in order to, inter alia, strengthen the judicial powers of the Anti-Corruption Commission (Commission nationale 
de prévention et de lutte contre la corruption). 

Completed 
 

Pillar C: Improving competition and management in key infrastructure sectors 
Enhancing competition in the ICT sector: 
The Recipient has launched a competitive bidding process to award a second full-service license in the 
telecommunications sector. 

Completed 

Improving performance in the electricity sector: 
The Recipient, through its Ministry in charge of Production, Environment, Energy, Industry and Craft, has adopted 
a recovery and development plan of the MA-MWE Company that includes a commercial recovery and 
performance framework. 

Completed 
 
 
 

15 Implementation completion report for the Economic Reform Development Policy Grant, June 2014. 
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4.2 PRIOR ACTIONS, RESULTS AND ANALYTICAL UNDERPINNINGS   
 
Pillar A: Strengthening economic management 
 
Coordinating treasury and cash management 
 
29. Despite some recent improvements in PFM, weak treasury management continues to 
be a persistent challenge for the effective management of public resources. Comoros has made 
improvements in the legal and strategic framework for strengthening PFM. The National Assembly 
adopted the Public Financial Management Law (Loi des Opérations Financieres de l'Etat) in 2012. 
The law provides more clarity in the roles and responsibilities of the federal government and 
autonomous islands in the management of and accountability for public finances. The authorities 
have also adopted a PFM reform plan and have been pursuing a series of measures, including 
strengthening the budget preparation process and improvements in revenue administration. 
However, significant challenges remain pertaining to all aspects of the PFM cycle. Key amongst 
these are Comoros’ fragmented treasury operations, which pose important coordination and 
resource management constraints for the authorities. Weak coordination arrangements amongst 
the four existing treasuries 16  and fragmented banking arrangements make it difficult for the 
government to have a clear view of its cash position and to allocate scarce resources strategically 
as it executes its budget. 
 
30. This operation builds on the ongoing treasury reforms by supporting the introduction 
of a Treasury Single Account framework for Comoros and the operationalizing of the 
DGCPT. The previous two DPO operations supported the creation of a Directorate of Public 
Accounts and Treasury - Direction Générale de la Comptabilité Publique et du Trésor - (DGCPT) 
and the appointment of the General Director. The purpose of the DGCPT is to play a key 
coordinating role in treasury management, including the consolidated (union and island) cash plans 
and financial statements. The previous operation also supported the disclosure of existing bank 
accounts as a first step towards coordinating the government’s banking arrangements. This 
operation builds on these efforts by supporting two measures for deepening treasury coordination 
reforms: (i) operationalization of the DGCPT, (ii) introduction of the first TSA framework for 
Comoros.  
 
31. The authorities have been working over the past two years to make the DGCPT 
operational, but different factors delayed this goal. Several challenges have presented 
themselves in pursuit of this goal, including the difficulty of attracting qualified personnel, 
coordination between the various treasuries on the respective institutional roles, and the shortage 
of resources to equip the new directorate. These factors, taken together with the slow pace of 
reforms relating to matters of institutional coordination in Comoros, have contributed to the delays 
in establishment of the DGCPT. There is now a clearer understanding between the union and island 
governments about how to implement the DGCPT, and a director general has taken office. This 
operation supports the ongoing efforts to establish a functional and effective DGCPT by supporting 
the appointment of the remaining core staff and the allocation of dedicated budget line for the 
directorate in 2015. The DGCPT is due to be further supported by the Banks’s EGTAG project 

16 The union treasury, and one for each of the three islands. 
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through the provision of office equipment.   
 

• Prior action: The Recipient’s Directorate of Public Accounts and Treasury within its 
Ministry of Finance has become operational through: (i) the identification of a dedicated 
budget line in the Recipient’s 2015 Budget Law; and (ii) the appointment of the remaining 
core staff as required by the Recipient’s Decree no. No. 12-047/PR dated February 29, 
2012, through the Recipient’s Arrete No.15-008/VP-MFEBICEP/CAB dated March 28, 
2015. 

32. Comoros has embarked on the process of adopting a Treasury Single Account. The 
tight cash position of government throughout the fiscal year, combined with a growing number of 
bank accounts operated by government spending agencies, and delays in the depositing of funds 
collected by revenue agencies have provided the impetus for pursing this reform. This operation 
supports the first stage in the TSA process through the adoption of a memorandum of 
understanding between the Ministry of Finance and the Central Bank of Comoros. The 
memorandum sets out a framework that consolidates union and island accounts17, and sets out the 
respective roles and responsibilities of the various government entities within the system. It also 
requires the rationalizing of existing bank accounts and the authorization of the Vice President for 
Finance prior to the opening of new accounts. Its adoption marks a process of consultation and 
consensus between the union and island treasuries, expenditure and revenue agencies and the 
Central Bank of Comoros. It signifies an important step in strengthening cash management in 
Comoros. It is also the first stage in establishing the parameters of the TSA and then subsequently 
embedding it in the legal framework governing Comoros’ public finances. The implementation of 
the framework is the next step, and could pose some capacity challenges that may be overcome 
with technical support from partners, including the World Bank and IMF. 
 

• Prior action: The Recipient’s Ministry of Finance and the Central Bank have signed a 
memorandum of understanding governing the functioning and administration of a Treasury 
Single Account at the Recipient’s Central Bank, which memorandum of understanding, 
among other things, prohibits the opening and operating of new bank accounts unless prior 
authorization from the Recipient’s vice-president responsible for finance has first been 
obtained. 

 
33. The treasury reforms supported by this DPO series are expected to result in improved 
cash planning and management. The treasury reforms will enable the authorities to adopt more 
robust in-year resource allocation processes, including more effective cash management plans, as 
both expenditure and revenue accounts are integrated in the TSA framework. The implementation 
of the TSA framework will also result in a consolidation of the government’s banking operations 
as the number of bank accounts is rationalized and an integrated banking arrangement is adopted. 
There are currently 64 government bank accounts18 prior to TSA implementation. This number is 
expected to be reduced to less than 10 as the framework is adopted. 
 
 

17 The framework has been designed with support from the IMF Southern Africa Technical Assistance Center 
(AFRITAC). 
18 Excluding project and public enterprise accounts. 
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Strengthening wage bill management 
 
34. Comoros’ current civil service management modalities are fragmented, leading to a 
lack of coordination and weak control in wage bill management. Comoros’ decentralized 
governance system extends to civil service management. The union and islands operate separate 
civil service and wage management systems. In addition, they have autonomy over recruitment 
rights at their respective administrative level, whilst the commitment to fund the wage bill is 
centralized. These arrangements have resulted in fragmented management of the wage bill and 
provide incentives for hiring at the local level irrespective of the aggregate cost of salaries to the 
budget. They also diminish the authorities’ capacity to exert payroll controls, leading to increases 
in recruitment and salaries, especially around the electoral cycle.  
 
35. This operation supports the strengthening of wage bill management through the 
adoption of an integrated wage management system. This DPO introduces civil service 
management reforms in the second operation of the series to address the recent growth in the wage 
bill from 7.6 percent of GDP in 2013 to 8.3 percent in 2014. To help overcome the difficulties in 
maintaining control of the national wage bill in a decentralized setting, the Government of 
Comoros is migrating from the fragmented to a centralized wage management system with support 
from the World Bank Economic Governance Technical Assistance project. A new computerized 
system will allow the authorities to integrate the union and island civil services under one 
framework. By consolidating the various civil service databases, the integrated system will 
strengthen controls for payroll administration as well as oversight over the wage bill. The system 
will also integrate agents who are currently paid under a manual procedure. This operation will 
support this process by requiring the integration of the union civil service database in the new 
computerized wage management system as the first stage in the roll out of the mechanism. It also 
requires the integration of biometric national identity numbers for each civil servant as a lever for 
strengthening controls.  
 

• Prior action: The Recipient has strengthened wage bill management through: (i) the 
integration of civil service wages in the computerized wage management system; and (ii) 
the integration of biometric national ID numbers in the computerized wage management 
system. 

 
36. The wage management reforms supported by this operation are expected to 
strengthen control over the size of the wage bill and improve civil service management. The 
transfer of the union government’s civil service to the new integrated system is expected to pave 
the way for the integration the islands’ civil services and the operationalization of the coordinated 
mechanism. The system will provide the authorities with the tools for centralized oversight to 
ensure, amongst other things, the integrity of the consolidated payroll list, strategic management 
of the civil service and a mechanism for the monitoring of the evolution of the wage bill. In 
addition to the reform supported by this DPO, the authorities plan to adopt an administrative and 
operational manual for the wage management system that sets out the coordination and control 
procedures for its use by the relevant government entities. The integration of the biometric national 
ID card numbers will support this process by providing a unique ID number as the basis for regular 
payroll audits. 
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Improving budget comprehensiveness 
 
37. Comoros has made progress in pursuing budget comprehensiveness reforms to widen 
the scope of its budget documents. As noted in the latest PEFA report (2013), budget 
transparency has improved marginally between 2007 and 2013. A key constraint to budget 
comprehensives and transparency is the narrow classification framework. A new classification 
framework was established in 2013 to improve the presentation of the budget, and is still in the 
process of being implemented. Nevertheless, there have been recent improvements, particularly in 
the 2014 budget, as the budget annexes have been expanded to include information on budget 
execution, the debt position and the size of the civil service. 
 
38. This operation seeks to deepen budget transparency reforms by expanding the 
coverage of the budget to include the Public Investment Program. The Public Investment 
Program (PIP), which is prepared by the National Commission for Planning, comprises budget 
information relating to the externally funded investment portfolio. It has typically been prepared 
under an entirely parallel process to the budget cycle and had not been included in the budget law. 
Hence, budget information on public investments has represented only a small proportion of the 
total. This operation will support the Planning Commission and the Budget Directorate to prepare 
the PIP in step with the budget preparation calendar, and to present this information in the budget 
law for 2015 using the institutional classification framework of the budget. As a result, the PIP has 
been appropriated by parliament and the budget presents a more complete picture of domestically 
and externally funded investment program. 
 

• Prior action:  The recipient has incorporated the public investment program in its 2015 
budget law. 
 

39. The budget comprehensiveness reforms are expected to provide Comoros’ 
stakeholders, including the legislature and the public, with greater transparency and 
increased access to information. The two budget laws supported by this DPO series (2014 and 
2015) have increased the comprehensiveness of the budget by expanding the annexes to include 
information on budget execution, ministry allocations, revenue sources, the debt position and the 
public investment program. These reforms, which build on measures pursued in previous DPO 
operations, are expected to play a role in increasing trust and cooperation through increased 
transparency and access to information.  

 
Improving debt management 
 
40. Strengthening debt management remains a priority in Comoros in the post-HIPC 
period. The 2011 Debt Management Performance Assessment (DeMPA) 19  marked some 
improvements in debt management, but found that weaknesses exists in nearly all areas, prompting 
the preparation of a debt management reform plan in 201220. The reform plan proposed steps in 

19 World Bank, “Union of the Comoros: Debt Management Performance Assessment,” June 2011, 
http://siteresources.worldbank.org/INTDEBTDEPT/Resources/468980-
1226602826665/DeMPAComorosFinal_EN.pdf 
20 World Bank, “Union des Comores: Plan de réformes de gestion de la dette publique,” July 2012. 
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three key reform axes to address these weaknesses: (i) improved legal and regulatory framework; 
(ii) a debt management strategy; and (iii) reduction of operational risk. The Bank has continued to 
support strengthened debt management through targeted capacity building, including a program of 
technical trainings and the secondment of a Comorian debt manager to the World Bank in 2013. 
The capacity of the Public Debt Directorate has been strengthened, including their role in 
managing regular debt reporting and supporting timely debt service payments. Debt reporting was 
further reinforced through the previous operation, which supported the inclusion of a detailed debt 
report, including estimates of domestic arrears, in the 2014 budget.  

 
41. This DPO seeks to strengthen the governance framework for debt management by 
introducing a debt management law. The debt management reform plan highlighted the 
importance of reinforcing the legal framework to encourage sound decision making and 
transparency in public financing. To this end, the operation supports the submission of a debt 
management bill to the National Assembly 21 . This bill clarifies the objectives, actions and 
responsibilities related to the management of public debt, including: (i) clear authorization from 
the National Assembly to ratify loans on behalf of the State based on objective criteria, (ii) the 
specific purposes for using the debt, (iii) clear medium and long term objectives to manage the 
debt (e.g., minimize cost and risk of the portfolio), (iv) the requirement to develop a debt 
management strategy for the medium term, (v) a mandatory report to the National Assembly on 
debt and other debt management activities submitted annually, and (vi) a decision making process 
for external and domestic debt and for granting loan guarantees, including a technical assessment 
of associated costs and risks.  
 

• Prior action: The Recipient has prepared and submitted to its National Assembly a debt 
management bill to strengthen the Recipient’s debt management framework. 

 
42. The debt management reforms supported by this DPO series are expected to 
strengthen economic management through more transparent and strategic control of the 
debt position. Scrutiny of the debt position through regular reporting and an effective legal 
framework are critical for maintaining control of the nation’s liabilities. These measures will help 
ensure that debt-financed investments are supported by economic analysis. The reforms supported 
by this DPO series are already yielding results in this direction. Access to regular debt reports has 
been institutionalized in the budget. In addition, the 2015 budget included a debt management 
strategy for the first time.  
 
Strengthening statistical development 
 
43. Although the institutional and strategic framework for statistics has been reformed; 
outdated basic statistics hamper economic management in Comoros. Comoros adopted a law 
to strengthen its institutional framework for statistics management in 2011. The law established 
the National Council of Statistics, mandated to coordinate all stakeholders involved in the 
production of statistics. The law also changed the status of the National Directorate for Statistics 
from a directorate under the Planning Commission to an autonomous agency:  National Institute 

21 The bill has been submitted to the national assembly in October 2014. The assembly concluded its tenure, ahead 
of the parliamentary elections, in November 2014. Hence, the bill is due to be adopted by the new national 
assembly. 
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of Statistics and Economic Studies and Demographic (INSEED 22 ). As the institutional 
arrangements were being revised, the statistics agencies continued to benefit from technical 
assistance to modernize statistical methodology for core economic statistics such the national 
accounts, consumer prices and poverty estimates, and to update existing datasets. Yet, despite these 
reforms and capacity building, outdated basic statistics and methodologies continue to hamper 
policy decision making in Comoros. Indeed, the most recent population census and household 
survey were conducted in 2004, the national accounts continue to rely on the 1968 methodology 
and the consumer price index only covers Moroni, the capital town. These circumstances are 
seriously compromising policymaking with the lack of updated population and poverty statistics 
impeding the targeting of social programs, the national accounts not properly capturing the large 
informal segment of the economy and the inflation rate not reflecting the different island realities.  

44. This operation will pursue the modernization of Comoros’ national accounts 
methodology as a key step towards improving basic statistics for economic management. 
INSEED (previously the National Directorate of Statistics) has, to date, been preparing national 
account statistics using the SNA 1968 methodology. This approach is outdated, and omits several 
sectors of the economy, including the informal sector. The institute has received technical 
assistance to develop its capacity to prepare Comoros’ national accounts using the 1993 
methodology, and has established 2007 as the base year for a new series. However, this was an ad-
hoc activity as the institute had not prepared an institutional action plan or budget to support the 
transition to the new methodology on a regular basis. This operation supports INSEED in preparing 
updated national accounts based on SNA 1993, and integrating the processes and costs associated 
with this methodology in its institutional action plan and budget. The institute has submitted a five 
year action plan and budget for approval to the Ministry of Finance. It has also completed the 
collection of data that will form the basis for national accounts estimates for 2011-2013. Based on 
this data, the institute will prepare national account estimates for the period 2007-2013 with 
technical assistance from its partners23.  
 

• Prior Action: The Recipient, through its National Statistics Institute (L’Institut National 
de la Statistique et des Etudes Economiques et Demographiques), has: (i) prepared a 
budgeted five year action plan that uses the SNA 1993 methodology for the production of 
national accounts; and (ii) has completed data collection for updating 2011-2013 accounts. 

 
45. The statistical strengthening reforms supported by this DPO series are expected to 
reinforce economic management by providing more accurate information for policy making. 
The strengthening of Comoros’ statistical institutions is expected to strengthen the basis for 
implementing and monitoring the SCADD, including targeting of vulnerable and poor 
communities where needed. Similarly, improved national accounts will provide critical 
information on the actual size and structure of the economy, and guide policy makers in designing 
economic reforms. The reforms supported by this DPO series have supported the institutional 
strengthening of INSEED and the modernizing of national accounts statistics. It is expected that 
with continued technical assistance, INSEED will be in a position to regularly produce national 
accounts data based on an updated methodology from 2015 onwards. INSEED has also benefited 

22 L’Institut National de la Statistique et des Etudes Economiques et Démographiques. 
23 INSEED receives technical assistance from AFRISTAT and IMF south AFRITAC in this area. It expects to 
receive further training and TA to finalize the national accounts series by end 2015. 
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from a larger operational budget allocation in 2015 as a result of its improved planning and 
budgeting process. 
 
Pillar B: Improving transparency in economic management 
 
Supporting the fight against corruption 
 
46. Corruption is recognized as one of the main governance challenges facing Comoros. 
In 2014, Comoros ranked 142 out of 175 countries in the Transparency International corruption 
perceptions index, 24  indicating the depth of the accountability and transparency deficit. In 
recognition of the need to tackle this situation, the government adopted an anti-corruption strategy 
that seeks to promote probity and a culture of rejection towards corruption in September 2012. 
Subsequently, the authorities issued a decree that requires asset and income declarations by high 
ranked public officials to increase transparency and avoid conflict of interests. The previous 
operation supported this effort by requiring the Anti-Corruption Commission (Commission 
national de prévention et de lutte contre la corruption) to begin publishing a list of compliant and 
non-compliant public officials who have filed their asset declaration. Major challenges remain in 
the fight against corruption, particularly in terms of the limited capacity of the anti-corruption 
commission. 

47. This operation seeks to enhance Comoros’ capacity to combat corruption by 
supporting the government to strengthen the underlying legal and institutional framework. 
The anti-corruption strategy identified the need for the revision of the Comoros anti-corruption 
law. One of the main shortfalls identified in the law was insufficient legal powers to enable the 
Anti-Corruption Commission to fulfil its mandate. Hence, the government has adopted a set of 
amendments to the anti-corruption legislation, aiming at empowering the Commission by giving 
its officers the legal powers to investigate perceived corruption cases, and extending the period for 
the treatment of fraud and corruption cases. These changes will enhance the independence of the 
Anti-Corruption Commission and reinforce its authority. They will also help to bring the legal and 
institutional anti-corruption framework of Comoros towards international standards. 

• Prior action: The Recipient has enacted Law No.13-015/AU amending the Anti-
Corruption Law, dated December 26, 2013, in order to, inter alia, strengthen the judicial 
powers of the Anti-Corruption Commission (Commission nationale de prévention et de 
lutte contre la corruption). 
 

48. The anti-corruption reforms supported by this DPO series are expected to foster an 
environment of increased accountability. The disclosure of the list of officials in compliance 
with asset declaration requirements and the revision of the anti-corruption law will increase the 
anti-corruption commission’s credibility and power to execute its core functions, including the 
preparation and submission of cases to the judiciary. In the long-term, its success will contribute 
to building a climate of accountability that will contribute to strengthening governance in 
Comoros. So far, the anti-corruption commission has submitted 15 cases to the judiciary, and is 
expected to increase the number of completed cases to 20 by 2016.  

Enhancing transparency in the management of fisheries resources 

24 http://www.transparency.org/country#COM. 
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49. The previous operation in this series supported transparency efforts in the fisheries 
sector, namely, the disclosure of information relating fishing agreements in the 2014 budget law. 
The government adopted a decree that mandates full systematic disclosure of fishing agreements, 
license information and budget revenues from this source. To date, this information has been 
regularly published by the Ministry of Finance25, thereby enhancing transparency in this area.   

 
Pillar C: Improving competition and management in key infrastructure sectors 
 
Enhancing competition in the ICT sector 
 
50. Comoros has barely benefited from the revolution in communications that is bringing 
higher rates of growth elsewhere in Africa. The ICT sector in Comoros remains underdeveloped 
with a particularly low level of access to high-speed internet. It is one of the few remaining 
countries worldwide to have retained a state-owned monopoly operator (Comores Telecom) in the 
telecommunication sector, whose performance remains very poor relative to that of neighboring 
countries. The penetration rate of mobile services in Comoros was 32 percent in 2012, well below 
the rates seen in neighboring countries such as Madagascar (39 percent), Kenya (72 percent) and 
Mauritius (113 percent).  

51. The Government of Comoros has committed to the liberalization of the telecoms 
sector. The authorities adopted, on 25 December 2014, a law that removes Comores Telecom’s 
exclusive privileges, effectively providing a level playing field for new competitive market entry. 
The government is also considering the privatization of Comores Telecom, although domestic 
pressure against this reform means that progress is uncertain in the medium term. The reforms of 
the telecom sector are supported by the World Bank under the fourth phase of the Regional 
Communications Infrastructure Program (RCIP-4). The program provides assistance for 
strengthening the legal framework for liberalization, and supports technical assistance to the 
process of licensing and selecting new service providers. The program also has an infrastructure 
component that will fund a new undersea fiber optic cable to link Comoros with Mayotte and 
possibly also Madagascar. 

52. This operation supports the effective opening of the telecoms sector through the 
granting of a full-service license to a new operator. The law that liberalized the telecoms sector, 
supported by the previous DPO and by RCIP-4, marked a fundamental stage in the opening-up of 
the sector. Fully realizing the gains of this reform requires the market entry of competing operators. 
This operation builds on the liberalization agenda by supporting the granting of licenses for entry 
to the telecoms sector through a competitive process. Specifically, the prior action requires the 
preparation of the bidding tender documents, including the background information materials. It 
also requires the publication of a notice of intent to tender a license for the entry of a new telecoms 
service provider in the international press. The notice is a component of a well-planned 
procurement process as it promotes market interest and stimulates the number and quality of bids 
received when the tender process is launched. The full tender process is expected to be completed 
by July 2015. 

25 http://www.cref.gouv.km/v1/index.php/publications-cref/accords-de-peche 

20 
 

                                                      



• Prior action: The Recipient has launched a competitive bidding process to award a 
second full-service license in the telecommunications sector. 

 
53. The introduction of competition to Comoros’ telecoms sector is expected to result in 
better connectivity at lower costs for Comorian businesses and households. This reform will 
move Comoros nearer to regional and global standards in telecoms, and allow it to enjoy access to 
more modern and affordable telephone and internet services. Increasing the number of licensed 
operators in the market will provide more choice, and is expected to reduce prices and improve 
the quality of services offered to Comorian consumers. These results will be measurable through 
the potential reduction in the cost of mobile data, which stood at KMF 10,000 per gigabyte per 
month in 2013, by at least 25 percent. 

 
Improving performance in the electricity sector 
 
54. Inadequate commercial management, investment and maintenance are major drivers 
of poor electricity supply in Comoros. Comoros’ electricity supply network relies entirely on 
diesel generated power. Access to electricity supply is low26, with frequent and unplanned load 
shedding and very low supply levels in rural areas. Weak commercial management and 
underinvestment are major drivers of this situation. The two publicly owned Comorian power 
utilities (MA-MWE in Grande Comore and Moheli, and EDA in Anjouan27) are in a structural 
situation of negative cash-flow from current operations, mostly because of high fuel costs, an 
inefficient infrastructure and poor payment collection rates28. As a result of insufficient cash flow, 
both utilities are only able to pay for a portion of their fuel consumption for generation, 
undermining the financial viability of the entire supply chain29. The fragile financial position of 
the electricity sector has constrained funding for investment and maintenance operations. It also 
presents a drain on public resources, both through direct subsidies and indirect subsidies in the 
form of non-payment of petroleum product taxes30, leading to the accumulation of arrears. The 
resulting lack of electricity supply undermines the economic wellbeing of households. It also 
undermines the potential development of commercial activity and investment in the Comorian 
economy. 

55. The electricity reforms in this DPO series complement the World Bank Electricity 
Sector Recovery Project for improving the commercial management and governance of the 
sector. The Electricity Sector Recovery Project (ESRP) is supporting a series of measures for 
establishing a more effective management and performance framework for the recovery of MA-
MWE. The project will help implement the reform by funding senior experienced managers to 
work with the existing management to improve billing, collection and overall operational 
management. Based on experience with such operations, a fundamental precursor for the hiring of 
these experienced managers was the development of a performance and regulatory framework 
between the Government of Comoros and MA-MWE. This framework sets out expectations for 

26 The electrification rate in Comoros is estimated at 60.8 percent. 
27 MA-MWE: Gestion de l’Eau et l’Electricité aux Comores (Water and Power Utility in Comoros). EDA:  
Electricité de Anjouan (Electricity Company of Anjouan). 
28 Collection rates were estimated at 55 percent in 2013. 
29 The current average tariff is set at 122 KMF/KWH whereas the cost of generation is estimated at 133 KMF/KWH. 
30 The annual subsidy to MA-MWE amounted to 1.5 percent of GDP, and tax arrears reached 1 percent of GDP in 
2013. 
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the performance of MA-MWE management over the next few years and allocates accountability 
for management decisions.  

56. This operation seeks to reinforce the recovery of the electricity sector by supporting 
the adoption of the MA-MWE Recovery and Development Plan. The previous DPO supported 
this process by requesting that the preparation of the plan is initiated. This operation supports the 
next stage, namely the adoption of the plan by the Government of Comoros and MA-MWE as the 
basis for the management, oversight and governance of the sector. The recovery plan will establish 
a performance framework between the government and MA-MWE management. The framework 
will hold MA-MWE management and the senior managers31 accountable by setting reasonable 
and achievable targets for improving performance. Unlike previous efforts at adopting a MA-
MWE action plan32, this recovery process is expected to gain traction because it is backed up the 
World Bank project to strengthen management capacity and an AfDB project to renovate MA-
MWE infrastructure. It is also expected that the clear definition of roles and responsibilities 
elaborated through the recovery framework would reduce government interference in operational 
decisions. To facilitate this, the implementation of the recovery plan will be overseen by a high 
level inter-ministerial committee.  
 

• Prior Action: The Recipient, through its Ministry in charge of Production, Environment, 
Energy, Industry and Craft, has adopted a recovery and development plan of the MA-MWE 
Company that includes a commercial recovery and performance framework. 

 
57. In addition to the recovery plan, the authorities are seeking to strengthen the financial 
position of the electricity sector companies. In light of the weak commercial performance and 
financial position of the energy companies, the sector has seen worrying signs on its balance sheet, 
notably those of accumulating receivables and arrears between the various entities. A cross-arrears 
report is being prepared as the first step to present an up to date assessment of the existing 
liabilities, and to provide recommendations for reversing the situation based on the financial flows 
in the sector. The report is due to be completed by August 2015. 
 
58. The recovery process supported by this DPO series is expected to place the electricity 
sector on a path to improved performance. The recovery plan will form part of the sector’s 
strategic framework. Its implementation will lead to the adoption of an improved management and 
governance framework. It will also support the adoption of improved management practices such 
as the use of modern commercial management software and investments in equipment to reduce 
technical losses. Hence, collection rates are expected to increase from 55 percent in 2013 to 65 
percent in 2016. Ultimately, the implementation of the recovery plan is expected to support the 
reduction of generation losses from 45 to 40 percent in the medium term, placing the electricity 
companies on a more sustainable financial footing. It will also build a culture of professional 
management, performance orientation and accountability that will serve the sector in the long term.  
 

31 With support from the WB ESRP project, the recovery plan will be implemented on the ground by a team of 
experienced international senior managers, who will, together with the existing management, reform operational 
processes in three key departments of the company: commercial, administrative and financial and technical. 
32 Action plan for the reorganization of MA-MWE, August 2012. 
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Table 5: DPO Reform Areas and Analytical Underpinnings 

Reform Area Analytical Underpinnings Link to prior actions 
Pillar A: Strengthening economic management 

Coordinating treasury 
and cash management 
 

Comoros Public Expenditure and Financial 
Accountability (PEFA) Report (2013) 
 
IMF Technical Assistance Report:  Nouvelle 
stratégie de réformes en gestion des 
finances  (2013) 

The PEFA and the stratégie de réformes 
highlighted the key weaknesses relating to 
treasury operations, including the 
fragmentation in treasury and cash 
management. 

Strengthening wage bill 
management 

Working paper on the Case of Civil Service 
Recruitment in Comoros (2013) 
 
Report on the high level workshop for 
Developing a Strategy for Civil Service Reform 
in the Comoros Islands (2013) 
 
World Bank EGTAG Project 

The civil service recruitment paper 
highlighted underlying challenges in 
controlling the wage bill while the high 
level report points to the importance of 
increased coordination in civil service 
management. The EGTAG project 
supports these reforms. 

Improving budget 
comprehensiveness 
 

Policy Note on the Comoros Public Investment 
Program (2013) 
 
Comoros Public Expenditure and Financial 
Accountability (PEFA) Report (2013) 

The PEFA identified several gaps relating 
to budget comprehensiveness. Analysis of 
PIP carried out by the World Bank 
supported the recommendation to integrate 
all investment projects in the budget. 

Improving debt 
management 
 

Debt Management Performance Assessment 
(DeMPA) (2011) 
 
Comoros Debt Management Reform Plan (2012)  

The DeMPA highlighted the need to 
strengthen the legal and strategic 
framework underpinning debt 
management, and this recommendation 
was taken-up in the reform plan. 

Strengthening statistical 
systems 
  

IMF Technical Assistance Report: Mission 
d’Assistance Technique en Matière de 
Statistiques du  secteur réel (2013) 
 

The IMF report presented a review of the 
key economic statistics and provided 
recommendations to update the national 
accounts methodology to SNA’93. 

Pillar B: Improving transparency in economic management 
Enhancing transparency 
and efficiency on the 
fight against corruption 
 

Comoros Anti-Corruption Strategy (2012) The anti-corruption strategy analyses the 
context and highlights the importance of 
strengthening the mandate and powers of 
the anti-corruption commission.  

Pillar C: Improving competition and management in key infrastructure sectors 
Enhancing competition 
in the ICT sector 
 

ICT Sector Policy Note for Comoros (2014) 
 
World Bank RCIP-4 Project 
 
Roadmap for the Comoros Telecommunications 
sector (2012) 

The ICT note, RCIP-4 project and the 
telecoms roadmap present a consensus on 
the need to open the market to competition 
both by passing legislation and seeking the 
entry of a new service provider through a 
competitive process. 

Improving performance 
in the electricity sector 

Energy Sector Policy Note for Comoros (2014) 
 
World Bank Electricity Sector Recovery Project 
(ESRP) 

The energy sector note and the ESRP 
emphasize the necessity of a recovery plan 
that addresses the need for improved and 
performance based commercial 
management.  

 
 
4.3 LINK TO CAS AND OTHER BANK OPERATIONS 
 
59. The proposed programmatic DPO is an integral part of the Country Partnership 
Strategy (CPS) 2014-17 and is aligned with its objectives. The joint World Bank/ IFC CPS is 
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structured around two pillars: (i) Increased Public Sector Capacity; and (ii) Shared Growth and 
Increased Employment. Its strategic priorities are aligned with the Government’s strategy for 
sustainable growth (SCADD) and contribute to the objectives of reducing extreme poverty and 
increasing shared prosperity in Comoros. This DPO series is aligned with the CPS. The treasury, 
debt management and statistics reforms directly strengthen the Government’s economic 
management capacity, whilst the anti-corruption and budget comprehensiveness reforms support 
transparency in the public sector. The DPO also contributes to the shared growth and employment 
objectives of the CPS through the infrastructure reforms in telecoms and energy sectors that will 
improve the environment for growth.   

60. The proposed DPO is closely coordinated with the ongoing Bank projects in Comoros. 
It builds on the technical assistance provided by the IDA-supported EGTAG operation which 
supports, in coordination with other donors active in Comoros, public financial management and 
civil service reform. Policy reforms on anti-corruption build on dialogue stemming from a 
Governance and Anti-Corruption Technical Assistance, which is supporting the government in 
redefining the governance and anti-corruption action plan. The electricity component reflects the 
ongoing reform supported by the Electricity Sector Recovery Project Grant which supports the 
authorities in improving the commercial performance of the state-owned utilities. A Statistical 
Capacity Building Fund is supporting the institutional set-up of the National Statistics Institute and 
is assisting the authorities in the implementation of the national strategy of statistics. Governance 
reforms in the fisheries sector reflect the ongoing dialogue stemming from the Indian Ocean 
regional fishery initiative. Reforms on telecommunication support the implementation of the 
regional Communications Infrastructure Program (RCIP-4) that is helping to strengthen capacity 
and competition in the telecom sector.  
 
4.4 CONSULTATIONS, COLLABORATION WITH DEVELOPMENT PARTNERS  

 
61. The reforms supported by this DPO draw on the government reform program, the 
consultative processes underpinning it and consultations through Bank operations. Sector 
reforms have been discussed with stakeholders with significant Bank participation, as part of the 
preparation of sector operations (i.e. ICT and electricity). In other areas, such as PFM, direct 
consultations with key government counterparts at the union and island levels took place. With 
regards to budget preparation, the budgeting process involves consultation with the autonomous 
islands as provided for in the financial management legislation. However, there is currently no 
involvement of the civil society to incorporate its inputs into the budget proposal. In response to 
this gap, the Bank is conducting an assessment of the social accountability context with the 
objective of enhancing civil society engagement in budgeting and public policy. 
 
62. This operation was prepared in collaboration and coordination with the IMF and 
other donors providing budget support. The AfDB is providing a series of two programmatic 
budget support operations (each in amount of about US$3 million), that is to be complemented 
with a capacity building and technical assistance project. The IMF had also been supporting the 
government through the ECF, and continues to support the government through technical 
assistance. The reforms supported by the proposed operation have been discussed with other 
partners such as the European Commission, the Government of France and other partners through 
the informal donor coordination platform mechanism (or Development Partners Forum), under the 
leadership of the United Nations Development Program.  

24 
 



 
5. OTHER DESIGN AND APPRAISAL ISSUES 
 
5.1 POVERTY AND SOCIAL IMPACT33 
 
63. Improving public finance management and transparency will indirectly contribute to 
improved poverty and social outcomes in Comoros. An effectively executed budget is an 
important pre-requisite to a functioning public finance system that is able to allocate resources to 
national development priorities. Effective treasury and wage bill management support the system’s 
ability to maximize the use of scarce budget resources, and enhance the budget’s ability to respond 
to social and developmental needs. Moreover, an improved governance framework, driven by anti-
corruption measures, will support openness and help to limit the leakage of funds. Taken together, 
improvements in economic management and accountability targeted by this programmatic DPO 
will help the government to move forward with the implementation of the SCADD and allocate 
the scarce resources available to priority areas of social development.  

64. Energy reforms are expected to have a positive social impact by increasing the 
reliability of access to electricity services available in Comoros. This will particularly be the 
case for households, businesses, health facilities and schools in rural areas that currently have very 
low levels of supply and cannot afford to run individual generators. At the same time, the utilities’ 
commercial recovery (that includes improved billing and collection rates) will require more of the 
population to pay electricity bills than is currently the case. The Electricity Sector Recovery Project 
includes a Poverty and Social Impact Analysis (PSIA) to assess the impact on the poor – in 
particular related to better billing and better enforcement of payment. The PSIA will also seek to 
better understand policies that could be modified to achieve the expected results and limit negative 
impacts on the poor.  
 
65. Reforms in the telecoms sector will improve access to ICT and reduce costs, thereby 
providing wide social benefits and reducing costs faced by the poor. The absence of 
competition in Comoros’ telecoms sector is directly associated with the relatively high costs of 
telephony, and the low access to internet services. The reforms supported by this DPO series to 
liberalize the telecoms sector and introduce competing service providers will reduce 
communications costs and increase Comorian households’ access to ICT services. Lower 
communication costs will be of social benefit in the Comoros context given the important role that 
connections with family members and remittances from abroad play in the economic welfare of 
households.  
 
 

33 Access to data on poverty, inequality, vulnerability, the cost and access to services is very limited in Comoros. 
The latest poverty estimates date back to 2004. A household budget survey is currently being carried out by the 
Comoros statistics institute. The results are due to be ready in mid-2015.  
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5.2 ENVIRONMENTAL ASPECTS 
 
66. The policy actions supported by this operation are not likely to have significant 
positive or negative effects on the environment, forests, and natural resources. The policies 
addressed by this operation focus on institutional reforms without any expected short-term direct 
or indirect environmental impact. The activities under the Electricity Sector Recovery Project are 
limited to funding consultancies, studies and the acquisition of electricity meters, management 
information systems, hardware, and software equipment in the commercial and technical areas of 
utility operation. Thus, no significant adverse environmental or social impacts are anticipated 
under the project.  
 
5.3 PFM, DISBURSEMENT AND AUDITING ASPECTS 

 
67. The Government has been pursuing a program of PFM reforms since 2010 to improve 
fiscal management and is committed to implementing its PFM Strategy, but progress is slow. 
Progress is being made in PFM, and according to the 2013 PEFA assessment, by 2013 there were 
improvements made in 7 out of a total of 22 indicators which scored a D or a D+ in 2007. PFM 
reform was bolstered following the adoption of a new PFM Organic Law in 2012, but 
implementation remains slow and requires technical assistance through all aspects of the PFM 
chain. Nevertheless, some recent improvements have been noted. The annual public budget 
documents are published in the Official Gazette and the Ministry of Finance website, along with 
annual budget execution reports 34 . Treasury coordination reforms are progressing with the 
adoption of a TSA framework. Efforts are being made to improve revenue administration, 
including controls on the volume of tax exemptions. Procurement reform is still at a nascent stage 
following the promulgation of the public procurement code in February 2012 and the establishment 
of the Public Procurement Regulatory Authority. Procurement units have also been set up at 
ministerial level and in state-owned enterprises but the actual operationalization of the 
procurement legislation needs to be speeded up. The PFM reform program is supported by 
development partners, including the World Bank, IMF and the African Development Bank, 
through technical assistance. The introduction of the World Bank leadership for Results approach 
through the EGTAG project is also expected to facilitate the implementation of PFM reforms. 
 
68. The Central Bank of the Comoros (BCC) is making satisfactory progress in 
implementing the recommendations of an IMF Safeguard Assessment completed in April 
2010. The safeguards assessment found that, despite capacity constraints and the need to develop 
an internal audit function, the BCC has taken steps to strengthen its safeguards framework. In this 
regard, the BCC is taking steps to: (i) implement the International Financial Reporting Standards; 
(ii) revise its audit charter to clearly define the audit committee’s mandate in relation to reporting 
modalities and interaction with the external auditor; and (iii) post regularly the Central Bank's 
annual financial statements on its website. The most recently published audited financial 
statements were for the year 2013 and the auditors issued a clean audit opinion35. While not exempt 
from substantial risks, overall, the fiduciary framework is deemed adequate to receive the proceeds 
of the grant. 

 

34 http://www.finances.gouv.km/v1/index.php/directions/direction-generale-du-budget 
35 http://www.banque-comores.km/DOCUMENTS/Rapport_annuel_2013.pdf. 
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69. The proposed operation will consist of a single tranche credit in the amount of SDR 
2.2 million (US$3 million equivalent) to be made available upon effectiveness and disbursed 
on the basis of a withdrawal application. The proposed grant will follow the Bank’s 
disbursement procedures for development policy operations. The untied budget support will be 
disbursed provided the Bank is satisfied with the program being carried out by the Recipient and 
the appropriateness of Comoros’ macroeconomic policy framework. No procurement 
requirements are needed. Once the grant is approved by the Board and becomes effective, and 
following the Recipient’s request for withdrawal of proceeds of the grant, and provided IDA is 
satisfied with the Country’s macroeconomic framework and the with program being carried out 
by the Recipient IDA will disburse the single tranche of SDR 2.2 million (US$3 million 
equivalent) into a dedicated account that forms part of the country’s official foreign exchange 
reserves (held by the BCC). This dedicated account will be established for the purpose of this 
operation. 

 
70. The financial support provided under this operation is not intended to finance goods 
or services in the standard negative list. The Recipient shall ensure that upon the deposit of the 
grant into said account, an equivalent amount is credited in the Recipient’s budget management 
system, in a manner acceptable to the Bank. The Recipient will report to IDA, by fax or email 
within 30 days of the transfer, on the amounts deposited in the foreign currency account and 
credited in local currency to the budget management system. If the proceeds of the grant are used 
for ineligible purposes as defined in the Financing Agreement, IDA will require the Recipient, 
promptly upon notice from IDA, to refund an amount equal to the amount of said payment to IDA. 
Amounts refunded to IDA upon such request shall be cancelled. Although an audit of the deposit 
will not be required, the IDA reserves the right to require audits at any time. The administration of 
this grant will be the responsibility of the Ministry of Finance of the Union. The closing date of 
the grant is December 31, 2016. 
 
5.4 MONITORING AND EVALUATION 
 
71. Program monitoring and evaluation. The CREF36 will be responsible for monitoring 
reforms, reporting progress and coordinating actions with all ministries and entities, including at 
the island level. The CREF has shown strong political leadership in coordinating reforms as part 
of the HIPC completion point and the previous ERDPG DPO. It has also received technical 
assistance from the Word Bank to strengthen its monitoring and evaluation capacity. The CREF 
will provide bi-annual reports to IDA on implementation progress measured against the agreed 
upon reform program. The overall reform program will be also continuously reviewed by the 
Government in close coordination with regular Bank supervision missions to ensure continued 
implementation of the program within an adequate macroeconomic policy framework. While the 
statistics system of the country is weak, the DPO has selected readily available indicators that 
government already produces to facilitate monitoring.  
 
72. Grievance Redress. Communities and individuals who believe that they are adversely 
affected by specific country policies supported as prior actions under this operation may submit 
complaints to the responsible country authorities, appropriate local/national grievance redress 
mechanisms, or the WB’s Grievance Redress Service (GRS). The GRS ensures that complaints 

36 Ministry of Finance - Economic and Financial Reforms Unit “Cellule des Reformes Economiques et Financières” 
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received are promptly reviewed in order to address pertinent concerns. Affected communities and 
individuals may submit their complaint to the WB’s independent Inspection Panel which 
determines whether harm occurred, or could occur, as a result of WB non-compliance with its 
policies and procedures. Complaints may be submitted at any time after concerns have been 
brought directly to the World Bank's attention, and Bank Management has been given an 
opportunity to respond. For information on how to submit complaints to the World Bank’s 
corporate Grievance Redress Service (GRS), please visit http://www.worldbank.org/GRS. For 
information on how to submit complaints to the World Bank Inspection Panel, please visit 
www.inspectionpanel.org” 
 

6. SUMMARY OF RISKS AND MITIGATION 
 
73. The proposed programmatic DPO carries substantial overall risk, mostly associated 
to the upcoming electoral cycle, Comoros’ vulnerability to external shocks, weak institutional 
capacity and potential opposition to reforms, mainly in the electricity and ICT sectors.   
 
74. The electoral cycle poses significant political risks to this operation and the 
implementation of Comoros’ broader reform program. Comoros has embarked on its electoral 
season, with parliamentary elections having been concluded in February 2015 and elections to 
select the president of the union and island governors due in 2016. The political context remains 
fragile, and may be clouded by concerns relating to the timely roll-out of the electoral schedule 
due to financing and capacity constraints. Fiscal discipline will be at stake during this period as 
union and island governments are likely to embark on expansionary expenditure and recruitment 
efforts. Further risks stem from the diminishing appetite for pursuing sensitive reforms over this 
period (see next paragraph). The proposed operation addresses these challenges by pursuing 
reforms that are endorsed by consensus at the union and island levels, and that engage the 
legislative process. The program also seeks to mitigate political fragility through reforms that 
foster trust by improving transparency in the use of public resources and reducing corruption. 
However, this will remain a risk factor for the operation that will be monitored closely through 
regular dialogue, and supported by an ongoing fragility assessment. 

 
75. Several of the proposed reforms may stimulate stakeholder opposition in the design 
and implementation stages. Reform plans for the recovery of the electricity sector will propose 
stricter enforcement of payment of bills that may prove unpopular unless accompanied by an 
improvement in service provision. ICT sector reforms have raised concerns about potential layoffs 
in the national telecommunications company stemming for increased competition in the sector and 
proposed privatization reforms. These influential concerns have already slowed down the pace of 
privatization reforms, and may have a similar effect of the liberalization process. Treasury 
coordination reforms may also raise concerns relating to the autonomy of island treasury 
operations. These risks will be mitigated in several ways. The electricity sector recovery plan will 
balance measures for better recovery with measures for more frequent and reliable supply to 
businesses and households through a phased approach. ICT reforms are placing a focus on 
facilitating the liberalization of the sector as a means of increased job creation and commercial 
activity in telecommunications. This will help to overcome some of the entrenched resistance to 
telecoms reform as efficiencies and job creation in the rest of the sector are realized. Lastly, the 
reforms for coordinating treasury operations are being designed and implemented in a participatory 
manner that seeks buy-in from stakeholders at the union and island levels.  
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76. Comoros’ macroeconomic and fiscal framework continues to be vulnerable to shocks 
that are characteristic of small island economies. Commodity price shocks could be readily 
translated into higher domestic prices given the extent to which consumption relies on imported 
goods, particularly food and fuel. Global or regional economic downturns could yield a shock to 
remittance flows and diminish employment opportunities abroad. In addition, expenditure 
pressures and low revenues present a risk to the fiscal position. The operation seeks to mitigate 
Comoros’ macro-fiscal vulnerability by supporting measures that support the opening-up of fiscal 
space such as a strengthened treasury position, tighter wage bill and debt management and lower 
subsidy costs through efficiency gains in the electricity sector. Lower telecommunications costs 
may also increase resilience against shocks at the household level. Besides this, fiscal space and 
sustainability will continue to be at the center of the macroeconomic policy dialogue surrounding 
this operation. A renewed ECF arrangement with the IMF would also be an important mitigating 
factor to manage macroeconomic risks. 

 
77. Weak institutional capacity presents a risk that could impede the implementation of 
sector strategies and the reform measures supported by this program. Capacity constraints 
are typical in the case of small, fragile states including the capacity to execute the budget. 
Institutions at the island level have particularly high capacity constraints. These factors pose the 
risk that the actions supported by this program might not be implemented as successfully as 
expected or in the agreed timeframe. They also raise the risk that sector strategies and the policy 
environment will be inadequate or underfunded. The operation seeks to mitigate this risk by: (i) 
coordinating with other donors and, when possible, leveraging interventions; (ii) relying on 
ongoing Bank funded investment projects that provide significant technical assistance and 
capacity-building interventions in areas supported by this DPO series, including in strengthening 
sector strategies and policies; (iii) ensuring that dialogue involved detailed discussion about the 
implementation requirements for each policy action; and (iv) ensuring that the program is anchored 
in realistic expectations and that the reforms are anchored in concrete sector strategies.  

 
78. Fiduciary risks remain significant despite the ongoing implementation of PFM 
reforms.  While there has been progress in implementing PFM reforms, the 2013 PEFA report 
still highlighted substantial fiduciary weaknesses. They are partially mitigated by continued donor 
assistance in public financial management and public administration reforms.  

 
79. Social risks related to electricity sector reforms will be further studied as part of the 
electricity reform project. Potential redistributive impact of the reforms supported to improve 
the financing of the electricity sector (i.e. through tariff reforms or payment enforcement) will be 
further studied as part of electricity reform project. This will provide information that will allow 
the government to contain potential negative impact on the most vulnerable population. The 
proposed operation is not expected to have substantial environmental risks.  

 
80. Climate change and disasters are not considered to be significant risks relating to this 
operation. Comoros is vulnerable to the climate change effects and natural disasters associated 
with small island volcanic states. The authorities are developing a disaster risk management 
strategy with support from the World Bank and the United Nations. There are no specific climatic 
or disaster risks that are foreseen to affect the implementation of this operation.  
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Risk Categories Rating 

1. Political and governance Substantial 
2. Macroeconomic Substantial 
3. Sector strategies and policies Substantial 
4. Technical design of project or program Moderate 
5. Institutional capacity for implementation and sustainability High 
6. Fiduciary Substantial 
7. Environment and social Low 
8. Stakeholders Substantial 
9. Other  

Overall Substantial 
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Annex 1: Policy and Results Matrix  
 

Prior Actions and Triggers Results 

Prior Actions for DPO 1 
 

Prior Actions for DPO 2 
 Pillar A: Strengthening economic management  

 1.1 Coordinating treasury and cash management  

 A dedicated budget line for the Directorate of Public 
Accounts and Treasury is clearly identified in the 2014 
Budget Law and the following key staff is appointed in 
accordance with the Recipient’s decree no. 12-047/PR 29 
February 2012 relating to DGCPT, including its General 
Manager (Directeur Général), Coordinator 
(Coordonnateur), Managers of the three support services 
(Chefs des 3 Services d’Appui), Treasurer of the Union 
(Trésorier Payeur Général) and Treasurer of each of the 
three Autonomous Islands (Trésoriers Payeurs de chacune 
des trois Îles Autonomes). 

The Recipient’s Directorate of Public Accounts and 
Treasury within its Ministry of Finance has become 
operational through: (i) the identification of a dedicated 
budget line in the Recipient’s 2015 Budget Law; and (ii) 
the appointment of the remaining core staff as required by 
the Recipient’s Decree no. No. 12-047/PR dated February 
29, 2012, through the Recipient’s Arrêté No.15-008/VP-
MFEBICEP/CAB dated March 28, 201537. 

Cash management plans integrating the union and 
island treasuries are operational. 
 Baseline: No integrated plans (2013) 
Target: Integrated plans developed and adopted with 
the budget laws (2016) 
 
 
 
 
 
 
 
Number of non-project central government bank 
accounts outside of the single account framework 
reduced 
Baseline:6438 (2013) 
Target: Less than 1039 (2016) 

The Recipient has included in its 2014 Budget Law four (4) 
previously off-budget accounts (comptes de régies) recorded 
in the accounts of the Treasury, and has issued a decision 
(arrêté) containing a complete list of accounts of the 
administrative entities of the Recipient (at the union and the 
Autonomous Islands’ levels) in the Recipient’s central bank.   

The Recipient’s Ministry of Finance and the Central 
Bank have signed a memorandum of understanding 
governing the functioning and administration of a 
Treasury Single Account at the Recipient’s Central 
Bank, which memorandum of understanding, among 
other things, prohibits the opening and operating of new 
bank accounts unless prior authorization from the 
Recipient’s vice-president responsible for finance has 
first been obtained. 

1.2 Strengthening wage bill management 

 

37 Directeur de comptabilité publique et Chefs des 3 Services d’Appui. 
38 Arrêté #14-029/VP-MFEBICEI/CAB dated 11 March 2014. 
39 The target reflects progressive implementation. The number of non-project government bank accounts outside the TSA framework is expected to fall to zero as the framework is 
fully implemented.  
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Prior Actions and Triggers Results 

Prior Actions for DPO 1 
 

Prior Actions for DPO 2 
  The Recipient has strengthened wage bill management 

through: (i) the integration of civil service wages in the 
computerized wage management system40; and (ii) the 
integration of biometric national ID numbers in the 
computerized wage management system. 

A computerized wage management system that 
integrates union and island civil service operational. 
Baseline: Separate systems operated for the union and 
islands (2013) 
Target: An integrated system that consolidates union 
and island civil service operational (2016) 

1.3 Improving budget comprehensiveness 

 
The Recipient has included in its 2014 Budget Law: (i) 
overall envelopes per ministry; (ii) the state of execution of 
the 2013 budget until June 30, 2013 presented in the same 
format as the draft budget; and (iii) data on government 
revenues (own resources and external resources) in the 
main headings of the budget nomenclature, including data 
for Fiscal Year 2013.  

The recipient has integrated the public investment 
program in its 2015 budget law. 

Public budget that includes detailed information on 
investment and recurrent expenditures adopted. 
Baseline: No public budget with detailed information 
on both investment and recurrent expenditures (2013) 
Target: Public budget with detailed information on 
investment and recurrent expenditures (2016) 

 
 

1.4 Improving debt management  

 The Recipient has included in its 2014 Budget Law a 
detailed debt report analyzing the debt stock as of October 
31, 2013. 
 

The Recipient has prepared and submitted to its National 
Assembly a debt management bill to strengthen the 
Recipient’s debt management framework. 

Transparency and accountability of debt management 
has improved.  
Baseline: No regular debt reports produced and debt 
management framework incomplete (2013) 
Target: Annual debt reports produced and all new 
loans, guarantees and loan renegotiations conducted in 
line with debt management law (2016) 

1.5 Strengthening statistical system 

 The Recipient has signed (after Cabinet review) and 
published a presidential decree for the establishment of the 
National Council of Statistics. 
 

The Recipient, through its National Statistics Institute 
(L’Institut National de la Statistique et des Etudes 
Economiques et Demographiques), has: (i) prepared a 
budgeted five year action plan that uses the SNA 1993 
methodology for the production of national accounts; 
and (ii) has completed data collection for updating 2011-
2013 accounts. 

National Accounts prepared using the 1993 
methodology and National Statistics Institute 
operational. 
Baseline: Draft national accounts for year 2007 using 
the 1993 methodology prepared (2013)  
Target: National accounts for year 2013 using the 
1993 methodology adopted (2016)  

Pillar B--- Improving transparency in economic management 
 2.1 Supporting the fight against corruption 

40 The prior action refers to the integration of the Union’s civil service roster in the computerized wage management system.  
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Prior Actions and Triggers Results 

Prior Actions for DPO 1 
 

Prior Actions for DPO 2 
 The Anti-Corruption Commission (Commission nationale 

de prévention et de lutte contre la corruption) has 
published, on its website and/or in a national newspaper, a 
list of public officials who have filed their asset declaration, 
in accordance with the Recipient’s Decree no. 12-183/PR 
dated September 15, 2012. 
 

The Recipient has enacted Law No.13-015/AU amending 
the Anti-Corruption Law, dated December 26, 2013, in 
order to, inter alia, strengthen the judicial powers of the 
Anti-Corruption Commission (Commission nationale de 
prévention et de lutte contre la corruption). 

Number of cases completed by the anti-corruption 
commission and brought to court. 
Baseline:15 (2013)  
Target: 20 (2016) 

2.2 Enhancing transparency in the management of fisheries resources 

 The Recipient has signed and published a presidential 
decree to systematize disclosure of fishing access rights to 
national waters attributed and related revenues as well as 
their allocation. 

 Information on access granted for fishing activities 
systematically disclosed, with revenue and its use 
documented.  
Baseline: Information not systematically available 
(2013) 
Target: Access to information on revenue and its use 
regularly documented and disclosed (2016) 

Pillar C--- Improving competition and management in key infrastructure sectors 
 

 

     
 

 
  
   

  
 

  
  

3.1 Enhancing competition in the ICT sector 

 
The Recipient’s government has prepared and submitted to 
the National Assembly a draft information and 
communication technology sector law that sets out a 
framework for market liberalization. 
 

The Recipient has launched a competitive bidding process 
for a second full-service license in the 
telecommunications sector41.  

Increase in the number of telecom operators with a 
service license and reduction in the monthly price per 
1 GB of mobile data (3G) 
  Baseline: 1 Telecom operator and KMF 10,000 price 
(2013) 
 Target: At least 2 Telecom operators and KMF 7,500 
price (2016) 

 3.2 Improving performance in the electricity sector 

To reduce total losses in the electricity sector, the 
Recipient’s government has approved the terms of reference 
for a recovery and development plan establishing clear 
objectives for results to be attained by MA-MWE 
management and has initiated the procurement of the 
independent expert to prepare such plan by the publication 
of a call for expressions of interest. 

The Recipient, through its Ministry in charge of 
Production, Environment, Energy, Industry and Craft, 
has adopted a recovery and development plan of the 
MA-MWE Company that includes a commercial 
recovery and performance framework. 

Increase in MA-MWE collection rates  
Baseline: 55 percent (2013) 
Target: 65 percent (2016) 

 

 
 

41 The request for expressions of interest and the bidding information note. 
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Annex 2: Letter of Development Policy  
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--- UNOFFICIAL TRANSLATION --- 

 
UNION OF THE COMOROS 

Unity – Solidarity – Development 
----****---- 

VICE - PRESIDENCY FOR 
FINANCE, THE ECONOMY, BUDGET, 
INVESTMENT AND FOREIGN TRADE, 

AND PRIVATIZATION 

        ------------- 

The Permanent Secretary 
Unit of Economic and Financial Reform (CREF) 
 Moroni 

 

      To 

M. Jim Yong Kim 
President of the World Bank 
World Bank 

 

 

Subject: Proposed grant for the reform of economic governance (Second Economic Governance 
Reform Grant): Development Policy Letter. 

Mr. President, 

On behalf of the Government of the Union of the Comoros, and on my own behalf, allow me to extend to 
you our best wishes, and best wishes for yourself and your family. 

It is my honor to address you with a request for funding to support the implementation of the new Document 
of Strategy for Accelerated Growth and Sustainable Development ( SCADD ) for 2015 to 2019 through a 
grant for the reform economic governance ( Second economic Reform Grant) of the International 
Development Association (IDA). This Letter of Development presents the prior actions already taken by 
the Government to initiate the implementation of the reform program that would be supported by IDA under 
the budget support grant being prepared to support reforms related economic governance. 

Context 

Since its independence in 1975, Comoros has experienced continuing political instability marked by 
numerous coups and attempted coups. This caused a significant delay in the country's economic takeoff and 
its social cohesion. Nevertheless, in recent years, these political tensions have subsided, especially since 
the end of the separatist crisis and the 2010 elections which were regarded as fair and transparent by the 
international community. With newfound stability, Comoros reestablished trust in financial institutions, 
concentrated efforts on consolidating national unity, improved living standards and poverty reduction in 
order to get closer to achieving the Millennium Development Goals. 
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Thus, the Union Government has recorded many milestones during 2014. With the conclusion of the 
Strategy for Growth and Poverty Reduction (PRSP 2010-2014), we proceeded on January 08, 2014 with 
the final validation of the new Strategy for Accelerated Growth and Sustainable Development (SCADD) 
for 2015-2019 with a view to maintaining the significant progress made recently for strengthening 
macroeconomic management and implementing structural reforms in the energy and telecoms to name but 
two. In the same period, the World Bank approved on May 6, 2014 a new Country Partnership Strategy 
Paper (CPS) with the Union of the Comoros for 2014-2017 to support new development priorities embodied 
in the SCADD and to replace the Interim Strategy 2010-2012. Other development partners including the 
European Union, France, the African Development Bank and the UN system are also currently developing 
new partnership strategies in line with the objectives of the SCADD. The Government also continues 
consultations with the IMF to build a new program with the  
 
Macroeconomic context 

The Government continued in 2014 to implement the reforms necessary for sustainable growth. Real GDP 
growth reached 3.0 percent in 2014, compared with 3.5 percent for 2013. The deceleration of economic 
activity partly reflects the steepening of the energy crisis and the weak implementation of the program for 
public investments. Growth prospects for the medium term are more favorable with the support of private 
domestic demand, in conjunction with the sustained level of remittances which helps contain the current 
account deficit of the balance of payments. Inflation is expected to be around 2.5 percent on average in the 
medium term, as a result of the increase in agricultural production. 

 
With regard to public finances, our fiscal consolidation efforts have faced difficulties in 2014 due to budget 
pressures on wages, elections and electricity. Despite these challenges, the budget deficit was reduced in 
2014. It increased from 3.1 percent of GDP in 2013 to 0.8 in 2014. To restore fiscal discipline, we intend 
to: (i) intensify mobilization efforts in our tax and customs administrations; and (ii) ensure rigorous 
management of public expenditure in order to control the wage bill and to contain other current expenditure. 
As of the today, we have taken key measures to improve the tax base of the state. Among others, we decided 
to freeze new exemptions while assessing those already outstanding, and consolidated the Customs 
taxpayers file to enhance the budgetary revenue of the State. We have also fixed payroll by entity through 
a circular note to contain recurrent spending. In addition, capital expenditures will be funded by grants and 
concessional loans to support investments in key sectors such as health, education, road infrastructure and 
telecommunications. 
 
Relations with the IMF 

The aim of achieving our fiscal targets leads us to negotiate a new Extended Credit Facility with the IMF 
this year. We are therefore pursuing strong measures to strengthen tax and customs administration in order 
to achieve this goal. These measures include: (i) an extension of the tax payers file from 180 to 400 in 2015, 
(ii) a freeze ad hoc customs exemptions, and (iii) the consolidation of tax revenue authorities in order to 
increase revenue and consolidate public spending. 

Accelerated and Sustainable Development Growth Strategy  

We set out to provide the country with a new integrated development framework, called the Accelerated 
and Sustainable Development Growth Strategy (SCADD) covering the period 2015-2019 to replace the 
strategy of poverty reduction that expires. This strategy will be based on realistic assumptions regarding 
available funding by focusing on increasing the attractiveness of the Comorian economy for investment 
and tourism. The technical and financial partners, including the IMF and the World Bank, have supported 
us in this process. SCADD provides a medium-term development framework for laying the foundations for 
the realization of the vision of the authorities for Comoros to become an emerging country by 2040, 
respectful of human rights, equality of gender and promoting the rule of law. Thus, the overall objectives 
are: to strengthen the foundations for economic growth: strong, viable, sustainable, equitable and inclusive; 

40 
 



improve the quality of life of the population; ensure equity in access to basic social services; promote the 
natural and cultural heritage; the optimal use of natural resources; promote good governance and resilience 
to political fragility. 

Prior Actions and Next Steps 

Strengthening economic governance 

The government continued its efforts to improve the management of public finances, and to implement the 
Law of Financial Operations of the State, which was passed by the National Assembly and promulgated by 
the President of the Union of Comoros in August 2012. Our current efforts are aimed at making operational 
the General Directorate of Public Accounting and Treasury through the appointment of all members thereto 
to strengthen the management of cash and liquidity. We have named the three key officials of the directorate 
to complement the new appointments made last year to make the institution operational. In addition, the 
budget was increased in 2015. We also received financial assistance from the project Support to Good 
Economic Governance (ABGE) to support us to rehabilitate a room for DGCTP. (Prior Action # 1) 

We also achieved consensus with the Central Bank of Comoros (BCC) on 27 November 2014, for the 
creation of a treasury single account to facilitate the exchange of information between the two institutions 
and the financial flows back to the BCC. The treasury single account explicitly requires control and 
consolidation of government accounts. (Prior Action  # 2). 

The public investment program (PIP) has been integrated into the national budget and presented in the 
Finance Act of 2015. The PIP has projected disbursements for 2015 for a list of \ projects totaling KMF38.3 
billion (13.7 percent of GDP). The majority of these projects are funded by multilateral and bilateral donors. 
However, structural weaknesses related to non-funded projects, budget classification and the chart of 
accounts should be addressed in the next fiscal year (Prior Action # 3). 

Given the difficulties we face in managing the wage bill, the government has adopted a centralized civil 
service management system. This system will strengthen control of the wage bill and that of payroll 
administration. The aim is to support the migration from a fragmented system to a system that integrates 
payroll management of the Union and the islands, starting with the integration of the database of the Union 
government as the first step, and the integration of biometric national ID numbers for each official (Prior 
Action # 4). 

The government has submitted to the National Assembly on October 13, 2014 for consideration and 
adoption, the bill for the management of public debt. The bill discusses topics related to sovereign 
guarantees granted by public enterprises, the fragmentation of public debt liabilities, and improving 
information for monitoring payments and liabilities. The bill for the management of public debt has been 
drawn up following technical assistance provided to the Ministry of Finance by the World Bank and the 
International Monetary Fund since 2012. The bill was formally submitted to the General Assembly. The 
law was scheduled to be discussed during the last session of the meeting open since late October despite 
the time to end legislature mandate. We intend to spend during the first session of the new Assembly in 
March 2015 (Prior Action # 5). 

The National Institute of Statistics and Economic and Demographic Studies (INSEED) produced a costed 
work plan which adopts SNA1993 methodology for the production of national accounts, and started 
updating these accounts in 2014, approved by the Ministry of Finance. The INSEED finished in September 
2014 collecting and entering information required to produce the national accounts from 2011 to 2013 on 
the basis of the methodology SNA 1993 and the finalization of the accounts is expected in May 2015 after 
technical support from AFRISTAT. The support will focus on the estimation of the 2008-2010 accounts to 
obtain the historical series. These issues will be discussed with the technicians of the project to support 
AFRISTAT statistics and the World Bank. A specific budget line to INSEED was introduced in the 2015 
Finance Act (KMF 4,000,000 vs. 3,000,000 in 2014) (Prior Action # 6). 
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Transparency in Economic Management 

The Government submitted to the National Assembly an amendment to the Anti-corruption law to 
strengthen the judicial powers of the Anti-Corruption Commission. The Anti-Corruption Commission is 
governed by a 2008 law and implemented in 2011. In December 2013, the National Assembly passed 
amendments to the law that have been promulgated by the President of the Union in January 2014. The 
revised law increases the prerogatives of the committee by empowering the Judicial Police Officer to keep 
people in custody; and to conduct investigations and pass them to the judiciary without going through the 
national police and without prior authorization from the prosecutor. Similarly, the limitation period is 
increased from 5 to 20 years. The government is also aware of the challenges which the Commission is 
facing and will continue working to alleviate these constraints particularly on the issue of financial 
independence and acceleration of legal proceedings. These two things will be taken in to account in 
implementing the strategy against corruption that we have already adopted (Prior Action # 7). 

Improving Competitiveness and Management In Key Infrastructure Sectors 

To solicit investor interest and ensure a more favorable competitive environment, the Government launched 
the competitive process for granting the second telecom license in the Comoros. Funded by technical 
assistance from the World Bank RCIP-4 project, a consortium consisting of Cabinet Artelia and Group Eric 
Vève and Associates was hired to support us, through the National Regulatory Authority of ICT in the 
process of granting the second license. The notice of intent has appeared in international and regional 
magazines and newspapers identified as: The Economist, GSMA, Jeune Afrique and Balancing Act (Prior 
Action # 8). 

 
In terms of the energy sector, we are seeking to improve the commercial function of the MA-MWE (Water 
and Electricity of the Comoros) with support from the World Bank electricity sector project. To reduce the 
total sector losses, the government passed the Development and Recovery Plan and established performance 
targets for MA-MWE according to the plan. The plan has been approved and adopted by the Board of 
Directors of MA-MWE on January 20, 2015 (Prior Action # 9). In addition, we are also in the process of 
launching a study on cross debt between MA-MWE, SCH and the Government of the Union, and we are 
committed to normalize fiscal relations in the sector. 

Conclusion 

On behalf of the Government of the Union of Comoros, I want to thank the IDA for the support it has 
provided to our country. This support was and continues to be essential to lay the foundations and 
broadening the scope of our development initiatives. The Government undertakes to take all policy 
measures described in this letter. They are fully consistent with the Government's determination to guide 
the Union of Comoros on the road to growth, diversification and strengthening of the economy, the fight 
against poverty and prudent economic management. I am confident that this request for support to our 
reform program will receive your favorable consideration. 

 

OUBEIDI MZE CHEI 
Adviser to the Head of State, 

Governor for the Comoros to the World Bank 
Permanent Secretary of the CREF 
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Annex 3: Fund Relations Annex 
 

IMF Executive Board Concludes 2014 Article IV Consultation with the Union of Comoros 

Press Release No. 15/41 
February 9, 2015 

 
On February 4, 2015, the Executive Board of the International Monetary Fund (IMF) concluded the 2014 Article IV 
consultation1 with the Union of Comoros. 

 

Comoros is a small, low-income and fragile-three island state with limited natural resources and connectivity to the rest of the 
world. Political instability and fractious inter-island relations marked the country during the first decades after independence 
from France in the mid-1970s. Political stability and economic turnaround have been in place following the adoption of a new 
constitution in 2009. Under the 2009–13 Extended Credit Facility (ECF) arrangement the secular decline in per capita GDP 
slowed. Additionally, authorities made progress in consolidating macroeconomic stability and advancing structural reforms 
that enabled Comoros to complete the Heavily Indebted Poor Countries (HIPC) Initiative in December 2012. 

 

Economic growth was 3.5 percent in 2013 but is estimated to have eased to 3.3 percent in 2014, adversely affected by 
electricity disruptions and slower-than-expected implementation of the public investment program. Inflation has remained 
subdued in the low single digits. The current account deficit is projected to narrow to 7.4 percent of GDP in 2014 from 11.3 
percent in 2013, reflecting a contraction in imports that resulted from lower imports of investment goods and lower fuel import 
prices, as well as higher remittances. 

 

Economic growth is expected to firm to 3.5 percent in 2015, despite continuing headwinds from the electricity sector and a 
tight fiscal situation, supported by an acceleration in the pace of implementation of foreign-financed public investment and 
lower fuel prices. For the medium term, staff’s baseline assumption is that economic growth will average around 4 percent 
per annum, provided that reforms are implemented. 

 

Implementation of the 2014 budget was challenging, particularly after mid-year. While revenues were broadly on target, 
resources were inadequate to meet the higher-than-budgeted wage bill resulting from an increase in teacher salaries and 
previously un-budgeted expenditures. Domestically-financed investment spending was severely constrained and temporary 
arrears were incurred on salaries and external debt. 

 

The key short-term challenge is to find a better balance between available resources and expenditures so that arrears can be 
avoided. Spending plans need to be based on realistic expectations of the resources likely to be available. The 2015 budget is 
premised on this principle, but the scope for domestically-financed investment is inadequate, as obligatory spending on wages 
and salaries and debt service absorb most of domestic revenue. 

 

For the medium term, the key challenges are to create fiscal space for infrastructure investment and social spending, accelerate 
inclusive growth and employment generation, and reduce poverty. The authorities need to focus their efforts on strengthening 
revenue administration and public financial management to expand fiscal space and improve transparency. Weaknesses in the 
business environment, including inadequate infrastructure, especially in the energy sector, and difficulties in contract 
enforcement represent important challenges. 

 

Based on the external low income country debt sustainability analysis, IMF and World Bank staff have re-assessed Comoros’ 
risk of debt distress as moderate rather than high, which was the case in the previous DSA update completed in December 
2013. The full inclusion of remittances in the analysis is the main reason for the improved debt sustainability outlook. 
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Executive Board Assessment2 

 

Executive Directors welcomed Comoros’s improved policy implementation and economic performance in recent years. 
However, Directors noted that significant challenges remain—including high poverty, inadequate infrastructure, and 
vulnerabilities characteristic of small island economies. Prudent macroeconomic policies and stepped-up reform efforts are 
needed to bolster resilience, enhance competitiveness, and foster inclusive growth. 

 

Directors saw achieving fiscal stability as a key near-term objective. Regretting the incurrence of domestic arrears in 2014, 
they encouraged the authorities to strike a better balance between available resources and expenditures. In this regard, 
Directors welcomed the government’s decision to base the 2015 budget on more realistic assumptions, and advised both 
enhanced prioritization and restraint, including containment of the wage bill. 

 

Directors called for efforts to strengthen revenue mobilization and public financial management, and encouraged the 
authorities to implement quick-win reforms in both areas. They noted that revenue collection trails that of peer economies, 
and recommended strengthening administration through more effective management of the large tax payer list, better 
enforcement of compliance, and streamlining exemptions. Strengthening public financial management would help to limit the 
incurrence of arrears, enhance fiscal transparency and credibility of the budget, and create space for infrastructure investment 
and priority social spending. Directors noted the improvement in Comoros’s debt distress rating, and encouraged the 
authorities to continue to rely on grants and concessional financing. 

 

Directors cautioned against excessive reliance on the potentially volatile proceeds from a new Economic Citizenship Program, 
and advised allocating these resources to investment projects, restructuring public enterprises, and strengthening external 
buffers. Strong safeguards are also needed to help prevent misuse of the program. 

 

Directors stressed the need to develop the financial sector, and strengthen the central bank’s regulatory and supervisory 
oversight, including through risk-based supervision. They called for the development, with Fund technical assistance, of a 
resolution strategy to accelerate the recapitalization and restructuring of the Postal Bank. 

 

Directors encouraged the authorities to expedite the pace of structural reforms in order to boost external competitiveness and 
growth prospects. Efforts are needed to strengthen the business climate through the removal of key supply-side constraints in 
the electricity, telecommunications, and financial sectors. Directors welcomed the progress in preparing a new Poverty 
Reduction Strategy, while calling for a strong private sector development component aimed at improving the attractiveness 
of the Comorian economy. 

 

Directors encouraged the authorities to improve data quality and timeliness by prioritizing allocations to the new statistical 
agency and working with technical assistance providers. 

 

Directors agreed that assistance from development partners is critical, given Comoros’s limited capacity to undertake complex 
reforms. They acknowledged the role that a new Fund arrangement could play in supporting the authorities’ reform efforts 
taking into account the small states’ challenges that Comoros is facing, and looked forward to early engagement on this issue. 
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http://www.imf.org/external/np/sec/pr/2015/pr1541.htm%23P35_4160


Comoros: Selected Economic and Financial Indicators, 2011-18 
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Sources: Comorian authorities; and IMF staff estimates and projections.    
1 Includes interim HIPC assistance (2010-12) and debt relief under HIPC and 
MDRI.    

2 External debt ratios after full HIPC, MDRI and beyond HIPC relief from end-2012.    

 
1 Under Article IV of the IMF's Articles of Agreement, the IMF holds bilateral discussions with members, usually every 
year. A staff team visits the country, collects economic and financial information, and discusses with officials the 
country's economic developments and policies. On return to headquarters, the staff prepares a report, which forms the 
basis for discussion by the Executive Board. 
2 At the conclusion of the discussion, the Managing Director, as Chairman of the Board, summarizes the views of 
Executive Directors, and the summary is transmitted to the country’s authorities. An explanation o any qualifiers used 
in summing up can be found here: http://www.imf.org/external/np/secmisc/qualifiers.htm. 
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