ABIDJAN

COTE-D'1 VOIRE

ADF|/ 2G| MTR ~-ADF~VIi]/ 92 01

AFRICAN DEVELOPMENT FUND

MID-TERM REVIEW REPORT

ADF-VI

OCTOBER
1992







i
|

TABLE OF CONTENTS

CHAPTER 1 THE ADF-VI MID-TERM REVIEW IN PERSPECTIVE
1.0 Scope and Objective of the Review

CHAPTER 2 REVIEW OF THE IMPLEMENTATION OF ADF-V1
DIRECTIVES \

| 2.0  Introduction

A. Operations and Development Policy
2.1  Eligibility and Allocations
2.2  Lending Operations
2.3 Sectoral and Inter-Sectoral Priorities
2.4  Loan Quality Issues

B. Financial Issues \
2.5 ADB/ADF Cost-Sharing ‘
2.6  Fund Liquidity Level |
2.7  Fund Drawdown System
2.8  Alignment of the Fund Unit of Account (FUA)
With the Bank Unit of Account (BUA)

C. Staffing Implications _ ‘
2.9  Recruitment of Additional Staff
for the New Initiatives
2.10 Stabilizing the Number of Staff Positions

D. Conclusion
2.11 A Recapitulation and The Road Forward

l.

CHAPTER 3 AFRICA’S EXTERNAL CONCESSIONAL RESOURCE
REQUIREMENTS AND ENHANCING THE ROLE OF
THE FUND

3.0 Introduction

3.1 The Resources Question and the Case for Enhanced Fund
Engagement during ADF-VII

3.2 Conclusion

STATISTICAL TABLES

ANNEXES ‘

Page

13
20
43
50
50
51
52
52
53

53
54

55
55

59

59

67
69

79






|
CHAPTER 1

THE ADF-VI MID-TERM REVIEW IN PERSPECTIVE

\

1.0 Scope and Objective of the Review

1.0.1 At the conclusion of the consultative meetings on the Sixth General
Replenishment of the Resources of the African Development Fund (ADF-VI), State

Participants agreed to a programme of Fund operations for the three-year period 1991-1993;

~and set the funding level at FUA 2.65 billion. Additional special contributions, amounting

to FUA 60.4 million, were pledged by Italy, the Netherlands and Norway. In order to assist
in the effective implementation of ADF-VI policies, Deputies of State Participants decided
to undertake a review after the Fund has had experience of its first year’s operations. The
review would assess Fund performance in conformity with a number of specific directives
issued in their "Report on the Consultative Meetings on the Sixth General Replenishment of
the Resources of the African Development Fund" (ADF-VI/CM.5/91/54/Rev.6). This Report
was formalized in two documents, subsequently approved by the Board of Directors -- ADF-
VI Lending Policy and Guidelines and Procedures For the Utilization of the Technical
Assistance Fund. This Mid-Term Review Report summarizes the directives; and outlines

actions so far taken, and those to be undertaken subsequently, in responding to the directives.

1.0.2 Before introducing the issues considered in this Report, it may be useful to
indicate the Bank Group’s past efforts in evaluating its overall performance. In this regard,
it may be recalled that the Group has, for some time now, been undertaking periodic
evaluation exercises -- some at Management’s initiative, and others at the behest of
Governors and Fund Deputies. The following listing indicates the main reviews so far

undertaken;

|
() 1977: Evaluation of the ADF’s lending policies and procedures, at the
request of the Board of Directors;

(i)  1984: Management’s own review of progress in the implementation
of the First Five-Year Operational Programme (FYOP.1);

|

|
|



(iii))  1985: A Presidential Reflections Committee, which recommended
measures for the enhancement of Bank Group contributions to Africa’s
development;

(iv)  1989-1990: Mid-Term Review of implementation of the directives
issucd by Governors at the conclusion of the negotiations on the Fourth
General Capital Increase of the Bank (GCI-1V);

v) 1990: Mid-Term Review of the Fund’s performance during the
ADF-V period, at the request of Deputies; and

(vi)  1991: Management’s Review of Bank Group Performance under the
Second Five-Year Operational Programme (FYOP.2), 1987-1991, in
connection with the preparation of the Third Five-Year Operational
Programme (FYOP.3).

These review exercises have been useful in sharpening the focus of Bank Group institutions
and guiding them towards fuller achievement of their overall mandates. There have been
significant direct benefits from these reviews, especially with respect to improvements in the
quality of the institutions’ operations and, consequently, in the services rendered to
borrowing countries. Management, therefore, welcomes this opportunity to review the
operations of the Fund under the sixth replenishment of its resources, and is confident that
this stock-taking will enable the Fund to continue to improve its performance so as to

respond with increasing effectiveness to Africa’s development challenges in the 1990s.

1.0.3 Paragraph 48 of the ADF-VI Report identifies the following as the main issues

to be considered in the present Mid-Term Review:

® The trend of lending and TAF operationS of all kinds as between the
different country groupings;

(i)  The progress made in improving the process of allocation, including
the EPCPs and the associated policy dialogue;

(i) The classification of Namibia and the arrangements for Nigeria;

(iv)  The progress made on loan quality issues;

(v)  The progress made in defining and implementing the new directions
agreed on poverty reduction (including the development and application

of indicators), environmental aspects, and the support of women as
development agents;
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(vi)  The trend of sectoral lending (particularly for agriculture and the social
services), progress on the intended population policy and updating of
other sectoral policy papers;

(vit) The trend of policy-based lending and its relationship to the second
SPA; this including the results of the formal evaluation and lessons
learned from earlier PBL;

i
(viii) The objectives and results of technical assistance operations;

(ix)  The effect of the decision setting the Fund’s liquidity level;

l .
(x)  Progress in matching the Fund’s human resources to its tasks under
ADF-VI; and

(xi)  The operation of the Rules of Procedure regarding consideration of
loan proposals by the Board of Directors.

1.04 A preponderant part of this Report will be devoted to discussing the measures
taken in addressing the issues raised above. Following this introduction, Chapter 2 outlines
the directives and the actions taken in meeting them during the eighteen-month period from
January, 1991 to June, 1992. Where relevant, actions that will be taken in the immediate
future are also indicated. This discussion is presented under three broad categories relating
to operations and development policy; finance; and staffing implications. Chapter 3
summarizes the principal issues which, building on current efforts, should engage the Fund
for the remainder of the ADF-VI replenishment period and on to the ADF-VII period. The
Chapter, therefore, also provides some preliminary indications of the associated resources
which the Fund will require to assist it in consolidating its current achievements; in working
towards a more substantial attainment of its goals; and in enhancing its participation in

Africa’s development efforts in the years ahead.



CHAPTER 2
REVIEW OF THE IMPLEMENTATION OF ADF-VI DIRECTIVES

2.0 Introduction

2.0.1 This chapter discusses the measures taken by the African Development Fund
in implementing the ADF-VI directives, within the framework of the ADF-VI Lending
Policy and the Guidelines and Procedures for the Utilization of the Technical Assistance
Fund. With the main elements of each directive provided for ease of reference, the
discussion is presented under the three major areas of Fund activities. In the first category
are issues relating to operations and development policy, including, eligibility and allocations,
lending operations, sectoral and inter-sectoral priorities, and loan quality. This is followed
by a discussion of financial issues, including ADB-ADF cost-sharing, the liquidity level of
the Fund, the Fund drawdown system, and the alignment of the Units of Account of the Bank
and Fund. The third part deals with staffing implications, and takes up such issues as
recruitment to address new Fund initiatives and efforts to stabilize staff positions. The
chapter concludes with a recapitulation and broad assessment of the Fund’s performance at
mid-term, summarizing achievements and indicating those areas in which further action

would be required.

A, OPERATIONS AND DEVELOPMENT POLICY
2.1 Eligibility and Allocations
2.1.1 Directive: Category A and B countries will be eligible for ADF-VI resources. The upper

limit of eligibility will be a per capita GNP of US$990. The Report on the Sixth General
Replenishment of the Fund will serve as a basis to update and complete the Lending Policy
which has been applied during ADF-V. For this purpose, Management will submit a revised
document to the Board of Directors for approval (Paras, 4,7).

2.1.1.1 Action Taken

2.1.1.1.1 Action 1. Two documents, the ADF-VI Lending Poiicy and the Guidelines and

Procedures for the Utilization of the Technical Assistance Fund, were submitted by

1

References are to paragraphs in the ADF-VI Report of Deputies.
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Management to the Board of Diréctors which adopted them in October, 1991. The Policy
groups countries into categories according to their 1989 per capita GNP (see Table 2.1). As
indicated, thirty-three countries with per capita GNP of up to US$510 are placed in Category
A; ten countries with per capita GNP between US$511 and US$990, in Category B; and
eight countries with per capita GNP above US$990, in Category C. It is notable that
Namibia was categorized as a Category B country, with its per capita GNP notionally set at
$989. Altogether, in line with the new Lending Policy, 43 countries are eligible for all
ADE-VI resources. Eight Category C countries are eligible only in the case of multinational
projects involving a Category A or B country, or have access to the Technical Assistance
Fund (TAF) on a loan basis, involving a grant element of S0 per cent which corresponds to
loans bearing an interest charge of 3.25 per cent on disbursed amounts, repayable over 20
years, including a grace period of 10 years. \
2.1.2 Directive: Ninety per cent of the resources, net of t\hose earmarked for policy-based loans and

technical assistance, shall be allocated to Category A countries and the remaining ten per cent

to Category B countries. Up to 10 per cent to be earmarked for TAF of which Category A

countries will be eligible for 85 per cent, Category B for 12 per cent, and Category C for 3 per

cent. Up 10 22.5 per cent of ADF-VI Replenishment resources and any recommitted reflows
would be earmarked for pelicy-based loans (Para. §8).

- Relative poverty should be reflected in the continued differentiation between countries in
Category A and in Category B. Within those categories, Management would apply to the
amount available for traditional lending the size of population at a weight of 45 per cent and
relative paverty (per capita GNP) at a weight of 55 per cent (Para.13).

- State participants agreed that the priority for TAF should be operations linked to prospective
loans, and an indicative figure of 80 per cent should be adopted for such operations (Paras. 33,

43). |
: I

2.1.2.1 Actions Taken \
!
2.1.2.1.1 Acﬁon. 1. The indicative country allocations were calculated as shown in
| Table 2.2. It should be noted that policy-based lending was not allocated in advance, since
allocations for this lending instrument are guided by a different set of criteria.
\
2.1.2.1.2 Action 2. Commitments for project lending and for technical assistance
amounted to FUA 1107.46 million (of which FUA 46.35 million was commited to
multinational projects) and FUA 118.89 million respectively during the period to June, 1992.
Annex A provides a detailed listing of all ADF-VI operations undertaken during this period.

Table 2.3 shows the commitments of Fund resources by country category; and, as indicated,



excluding multinational activities, Category A countries have used 93.5 per cent of the total
Tesources; and Category B countries 6.2 per cent. For project activities, Category A
countries accounted for 94.2 per cent of Fund commitments and Category B for the

remaining 5.8 per cent.

2.1.2.1.3 Action 3. With respect to TAF resources, over the eighteen-month period, FUA
91.54 million or 86.8 per cent of country-specific commitments went to Category A
countries; and FUA 10.35 million, equivalent to 9.8 per cent, to Category B countries.
Category C countries received FUA 3.53 million or 3.4 per cent. Multinational or regional
activities accounted for an additional FUA 13.48 million of TAF commitments during the

period.

2.1.2.1.4 Action 4. With respect to the utilization of TAF resources, 63.9 per cent of
these resources went to project preparation activities, while 36. 1 per cent went to institutional
support (Table 2.4). This distribution is at variance with the 80 per cent indicative allocation
recommended for the preparation of projects, programmes, or sectoral adjustment credits,
or assistance in their implementation. But it should, however, be noted that the distinction
between institution-building and project generation is not always precise; and that several
TAF institutional support activities are closely tied to building local capacity to assist in the
overall management of existing projects, as well as the generation of new projects (see Box
2.1). In 1991, for example, there were four technical assistance operations, amounting to

FUA 10.8 million, which were classified as institution building but which had the ultimate
goal of carrying out design studies. Thus, on the whole, it can be said that TAF resources

are used essentially to meet the fundamental objective of project generation, as was intended.

2.1.2.1.5 Action 5. Table 2.4 shows the distribution of loans by lending instrument. By
mid-term, project loans accounted for 70.9 per cent of the resources committed; policy-based
loans, 19.4 per cent; and TAF operations, 9.7 per cent -- a distribution that is consistent with

the allocation§ proposed in 2.1.2 above.
2.1.2.2  Action To Be Taken

2.1.2.2.1 Action 1. Management will, in the second half of the ADF-VI period,

programme TAF activities to conform more closely to the recommended distribution of



BOX 2.1

TAF 'RESO‘URCES ~ INSTITUTION Bl ,TELDING' N LESOTHO |

‘ objecnve‘ “The 1mplementat.non of these measures has, however, not been thhout serlous lﬂ"xcultx
1n large part due to the lack of the required technical Lapacmes in the central admxmstrahon prmclp
the mesmes of Fmance amd Planmng

The ADF Techmcal Asmswnce Grant (FUA O g4 mxlhon) wﬂl prov1de the planning and, revetiue
Departments and - the office of .the Chief Financial Controller (CFC) with the trammg reqmred
*1denufy and analyze projects, among which “are those financed by the Bank Group, k) fory
‘ approprmte mAacrpeconomic and related policies; to assess taxes and duues and generally, 10 m

developments in Governmemt projects and programmes and the economy as a whole. The develop
: v_of }\/hrustry training programmes and associated curricula at the National Umvers;ty o Ixééthﬂ wi
help to institutionalise the broad trammg function; and ofi- the-JOb training of counterparts to techni
assistants 1o be engaged in this exercme wﬂl ensure the sustainability of the support. Short*term

courses intérnal and external, will be prov1ded to all planning and revenue collection departments and.

the office of the Chief Financial Controller. - A total of 1,078 trainees will undertdke courses in pro
ana]ysm capxtal budgeting; macroeconomic analyms and modelling, taxation, accountancy, and !

- and excise, management The technical assistants will also help to meet the operauonal needs of the

Mxmstnes‘ However, more importantly, they will introduce proper departmental guxdelmes

budgetary management; and will enhance Government capablhues in pro_yect analys:s, capx

budgetmg, revenue collectnom and debt management. ,

procedural methods to ensure the smooth functioning of anstry actxvrtles and greater effi cxency in




resources between project preparation and institution-building activities. Management has
already directed the giving of high priority to project-related assistance in programming TAF
operations for 1993. The aim is that for the ADF-VI period, taken as a whole, the indicative

targets will be reached.

2.13 Directive: Nigeria would be eligible for an indicative programme equivalent to the largest
indicative programme for which any other Category A country is eligible. Namibia should
be eligible for Fund resources as if it belonged in Category B. These arrangements should
be re-examined during the proposed Mid-Term Review. (Paras. 9, 10).

2.1.3.1 Actions Taken

2.1.3.1.1 Action 1. As indicated in Table 2.2, Nigeria received an initial indicative
allocation of FUA 139.09 million for project lending, and FUA 19.46 million for TAF
operations, the same as the largest indicative allocation to any Category A country -- to
Ethiopia. Namibia was treated as a Category B country, and was allocated FUA 8.61 million
for project lending, and FUA 1.53 million for TAF operations, in line with its notionally set
per capita GNP of $989.

2.1.3.1.2 Action 2. An examination of the case of Nigeria indicates that it is currently
a strong performer (high GDP growth, adjustment reforms, etc.) and that it should,
therefore, be able to use its entire indicative allocation. In addition, the lending programme
in Nigeria is supported by substantial ADB lending. Namibia’s performance rating is
currently considered to be satisfactory, given which, it should also be able to use its
indicative allocation. The World Bank has recently estimated Namibia’s 1991 GNP per
capita as US$1,120; vid., "Operational Directive 3.10", September 1992.

2.1.4 Directive: The poorest countries in Africa should have their needs met as far as possible by
concessional resources. State Participants requested the competent instances of the Bank
to re-examine ifs policy on lending to the poorest Category A countries (Para. 11).

#

2.14.1 Actions Taken

2.1.4.1.1 Action 1. With respect to concessionary and ordinary loans, Table 2.5
indicates those Category A countries which, from January, 1991 through June, 1992,

received ADB loans, or blends of ADB and ADF resources. Thus, of total ADB




commitments approved, amounting to UA 2268.90 million, only UA 156.76 miltion or 6.91
per cent went to Category A countries, excluding Nigeria. When consideration is given to
the fact that five of the loans were blended with concessional resources from the ADF and
other donors, the unblended portion of ADB commitments made to Category A countries
becomes even smaller, falling to UA 89.76 million or 3.96 per cent. Indeed, of the
nine  countries which received ADB loans, the majority were judged to be strong
performers, and none was classified as a weak performer or core programme recipient, either
by the ADB or the World Bank. In addition, virtually all of the Category A countries which
borrowed from the ADB during the eighteen-month period and which received blended loans
were, as indicated, SPA members. Moreover, the amounts in question were relatively small
and, in all instances, significantly less than the average size of ADB loans in the past five
years (UA 41 million). |

\

It should also be noted that the majority of the ADB loans to Category A
countries (excluding Nigeria) were either for foreign exchange generating/saving activities
or in sectors with high rates of return such as industry (see Table 2.6). For instance, one
of Guinea’s loans was accorded for a project which had commercial purposes -- shrimp
farming; and Mali’s loan was a line of credit to be extended through a development bank.
With regard to non-concessional lending to Nigeria, a Category A country, it should be noted
that given its relatively stronger economic position, its greater absorptive capacity, and the
limited availability of ADF resources, Nigeria's lending programme can reasonably be
supported by non-concessional Bank resources. \
|

While concerns raised on Bank lending to Category A countries are fully
appreciated, it would be impractical to deny them any access whatsoever to ADB resources,
given well established estimates of these countries’ resource requirements and the limited
availability of concessional resources. Indeed, the situation has sometimes led countries to
get non-concessional loans (such as supplier’s credit) on stiffer terms than those provided by
ADB. Non-concessional resources have, therefore, been prudently and selectively employed
to support projects with attractive returns and those which enhance the balance of payments
of borrowing countries. This approach is consistent with the Bank Group’s actual approach
to Category A lending during the Second Five-Year Operational Programme (FYOP.2). The
experience of FYOP.2 reveals that there has been restraint in extending ADB resources

to Category A countries -- restraint which takes into consideration the country’s own
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investment needs; the Bank Group’s assessments of the individual country’s absorptive
capacity; assessments of country risk; the degree of Bank Group exposure in the borrowing

country; and the possibilities fior blending ADB and ADF resources.

It will be recalled, for instance, that, for the FYOP.?2 period (1987-91), 30 per
cent of ADB resources was imitially allocated to Category A countries. Yet, taking into
consideration the various factors outlined above, over this period, the ADB actually
committed only 16 per cent of its resources to these countries (excluding Nigeria, which
joined this Category in 1991). In fact, in two of the five years, 1987 and 1991, ADB
commitments to Category A countries did not exceed 5 per cent. In reaching its lending
decisions, therefore, consideratiion is given to the economic situation in individual borrowing
member countries; their capacity to undertake additional levels of indebtedness; and the view
that a good number of Category A countries should, at this time, rely more on the
concessional resources of the Fund, rather than on the resources of the Bank. However,
Management is also aware that in some Category A countries, there are identifiable pockets
of profitable investments which can be successfully financed by non-concessional resources;
and which, given their export orientation and potential, provide useful and important
complementary support to on-going adjustment and reform programmes. Over time, such
investments can contribute sigificantly to reducing external indebtedness and enhance the
overall economic prospects of these countries. The broad strategy employed in extending
non-concessional resources to Category A countries thus seeks to establish a prudent balance
between the clear development resource needs of the borrower and the additional risks to the

Bank that may arise from such lending.

Recently, the domor community has been taking a new look at the debt
situation of ADF-recipient countries and in particular those in Category A which are debt-
distressed. Donors have expressed support for assistance aimed at debt reduction, including
clearance of arrears to the ADB. The requirement for such support includes a beneficiary
country declaring willingness to desist or suspend borrowing from the ADB. The possibility
of such an arrangement was discussed at the Consultative Group Meeting on Uganda in May
1992. If applied adequately, the arrangement could serve to mitigate problems of non-

concessional borrowing by low-income countries facing wide financing gaps.

o

PEFRGE: <!
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2.14.1.2 Action 2. With special reference to blending, a guidelines paper has recently:
been prepared and presented to the Boards of Directors. In the case of Category A

countries, it is proposed in these guidelines that only those projects which generate positive
cash flows and above-market rates of return be considered for blending; and that preference
should be given to investments aimed at export promotion and/or those which can generate
significant foreign exchange savings. However, these guidelines, if approved, will be
constrained by current blending opportunities, which depend so importantly on the volume
of ADF resources. As demonstrated above, the bulk of the ADF-VI resources is already
allocated to Category A countries, for which ADB lending is expected to remain limited.
With relatively little ADF resources available to Category B and none at all to Category C
countries, a formal blending policy could face considerable practical operational difficulties.
Thus, the guidelines conclude that ADF-VII should consider including a definition of
blending for Category B and C countries, with the possibility that additional concessional
resources will be made available to these latter two categories of countries, to increase the

opportunities for blending in overall Bank Group operations.

2.1.5 Directive: Resource allocation under ADF-VI should be based to a much greater extent than
in the past on performance. A country which is successful in making particularly strong
performance efforts should be eligible for an enhanced programme, allowing its indicative
programme, calculated on its needs assessments 1o be increased by a maximum of 25 per
cent. Conversely for a country judged to be performing less adequately, the Fund should be
able 1o reduce its indicative programme down by a maximurn of 25 per cent. A country
which does not meet any af the accepted performance criteria would be confined to a core
programume. (Paras. 12,14,15,16,18,19).

2.1.5.1 Actions Taken

2.1.5.1.1 Action 1. The development of performance assessment criteria took up most
of 1991, after the conclusion of the ADF-VI consultations in February of that year; and their
implementation commenced in 1992. These assessments are strictly for internal use by
Management as confidentiality in such an exercise is crucial for objectivity. It could be
noted, however, that the current assessment criteria have been expanded beyond those
contained in the directives, i.e. demand management; growth with equity and poverty
reduction; and efforts to achieve long-term sustainable development. -v In assessing

performance, Management has additionally taken into consideration the quality and

\
\\



12

sustainability of the Bank Group portfolio in the borrowing country; the existence and degree
of implementation of certain key social policies (corresponding to the criterion "growth with

equity”); and effectiveness of public administration and governance (see Annex B).

2.1.5.1.2 Action 2. To date, preliminary assessments of performance have been
undertaken for all countries, except Libya (where there are no Bank Group operations) and
Liberia and Somalia (which are under civil war). Sixteen countries (including 5 Category
C countries) were rated as strong performers; 26 countries (including 3 Category C
countries) as satisfactory; 5 as weak performers and 2 as "Core" countries. It is expected
that within a few months, all countries will receive their final formal assessments for 1992,
and the reallocation of Fund resources among strong performing, satisfactory, weak and core

countries will take place. Several countries are currently being monitored closely for

possible downgrading to core status, to which a few countries are already assigned.

The rankings derived from these preliminary assessments were compared with
the performance ratings of the SPA countries. All seventeen of the “satisfactory" countries,
so classified im the context of the SPA, were also judged to be satisfactory or strong perform-

ers by ADB analysts. A complete correspondence between the two rating systems is not

necessary or required. The above demonstrates, however, that there is now a good degree

of concordance in the two assessments, particularly for positive ratings.

Given current lending patterns, it is fully anticipated that the bulk of Fund
resources will be allocated to the performing countries. In fact, in the first eighteen months
of ADF-VI, of the seven countries classified as core or weak performers, only one had
access to ADF resources. It must be said, though, that some of the weak or core performing
countries are also currently in arrears to the Fund; and so new loan signatures are not
allowed. Within the Category A countries, the average commitment to countries in the
"satisfactory" performance category was determined to be FUA 21,16 million in the period
up to June, 1992, while the average for the "strong performing" countries was FUA 48.97
million (see Table 2.7). Beyond this, only strong and satisfactory performers also have a
much lafger proportion of their indicative allocations (including PBL) committed than do the
weak performers. The case is not as strong for Category B countries; the amounts

committed are smaller relative to the amounts for Category A.
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2.1.5.2 Actions To Be Taken

2.1.5.2.1 Action 1. Management will continiue to refine its approaches to the
measurement of performance, drawing, as necessary, on the experience of other multilateral
institutions.

2.1.5.2.2 Action 2. The final allocation of ADF resources between performing and non-
performing countries will be made by a Senior Management Committee. The Committee will
examine the weak, core, and strong performers, and decide on amounts which can be
reduced from the poorly performing and core countries and transferred to the better

performing countries with a strong pipeline of viable projects. The decision on allocations

for the 1993 lending programme will be made in the second half of 1992.

2.2 Lending Operations ;
\

2.2.1 Directive : Deputies agreed that up to 22.5 percent of ADF-VI Replenishment resources and
any recommitted reflows would be earmarked for policy-based loans; and only countries
implementing monitored adjustment programmes, such as under the Special Programme of
Assistance for Africa (SPA), would be eligible for PBL. While welcoming Management’s
account of Fund’s experience so far with PBL, State participants looked forward to examine
the results of the proposed fuller formal evaluation during the Mid-Term Review (MTR).

They agreed that the allocation to any given country shall not exceed 50 per cent of planned
allocatipn to the country qver the ADF-VI period (para. 8, 32).

2.2.1.1 Actions Taken

; _ | ,
2.2.1.1.1 Action 1. Eligibility of countries for PBL in the 1991 and 1992 Lending 15

Programmes was determined within the framework of SPA (see Table 2.8). All beneficiaries
are eligible members of SPA and/or are implementing economic reform programmes
supported by the international donor community. The Fund has systematically participated
in all SPA coordinating meetings; and has collaborated extensively with other donors in the

preparation, financing and monitoring of all policy-based operations.

2.2.1.1.2 Action 2. Allocations to PBL have been kepf within the specific limit of 22.5

per cent of total ADF-VI replenishment resources. Sixteen countries benefitted from PBL



14

between January 1991 and June 1992, with commitments amounting to FUA 238.0 million
(see Table 2.9). This represents about 19.4 per cent of total ADF commitments for the

period.

2.2.1.13 Action 3. Allocations of PBL havé been made annually, based on assessment
of countries’ social and economic situations, growth prospects and resource requirements.
A preliminary classification of countries, as to their performance vis-a-vis ADF-VI criteria
for determining PBL levels, has been done within the context of the Country Strategy Papers -
(CSPs) introduced in 1991 (Annex C). Based on this classification, performing countries
may be rewarded with increased allocations of up to 25 per cent of their indicative
allocations, while non-performing countries may have their indicative allocations reduced by
a similar amount. A country which does not meet or ceases to meet the accepted criteria will
be confined to a core programme which shall not exceed 20 per cent of its indicative
programme for each three-year period. Allocations of PBL for ten countries were below 50
per cent of their ADF-VI indicative allocations. However, six countries - Benin, Central
African Republic, Comoros, Equatorial Guinea, Mauritania and Zambia - have used ADF-VI
resources for PBL in excess of 50 per cent of the indicative allocations (see also Table 2.9).
In order to enhance the Bank Group's leverage in policy dialogue and ensure meaningful
presence in member countries, there is the need for significant Fund participation in
programmes. The relative excess has been the most in the case of Mauritania with 83.7 per
cent. Even there, ADF’s contribution of FUA 15 million amounted to only 12.2 per cent
of total financial requirements of the programme. ADF’s contribution was the lowest and
compared with 32.9 per cent and 23.6 per cent for IDA and the Arab Fund respectively.
The limit was exceeded by smaller margins in other cases; these involved SPA countries with
reform programmes requiring substantial support. Fund interventions assisted in bridging
financing gaps which could impede the implementation of programmes in these countries

since alternative sources of funding were not available.

2.2.1.1.4 Action 4. Allied to its policy-based lending operations, the Fund has continued
its work on the Social Dimensions of Adjustment (SDA); and a number of adjustment
programmes which the Fund has assisted have been accompanied by an SDA component --

as in Zimbabwe, Uganda, Malawi, Mali, Sierra Leone and Mauritania. The Bank Group is
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exploring further means of building upon the achievements of the first phase of the SDA
project. These efforts will be an integral part of the Bank Group’s poverty alleviation action
programme. :\

2.2.1.1.5 Action 5. To date, the Fund has financed 41 PBL operations either as
structural adjustment loans or sectoral adjustment loans. Out of these operations, 23 are still
under implementation. Of the 18 completed operations, project completion reports (PCRs)
have been prepared for 10 of them and are being programmed for the rest. PPARs have
been prepared for 4 operations with more to be covered in 1993. Although a full formal
evaluation of the Fund’s broad experience with PBL operations has not yet been undertaken,
some further critical observations can be made at this time, based on Management’s on-going

experience with this lending instrument.

It is to be recalled that policy-based lending operations usually arise with the
borrowing country in serious economic difficulty. Weak export earnings, large external
payments imbalances, a high level of external indebtedness, a financially overburdened public
sector, and excessive industrial protection, all ultimately find expression in declining and
often negative rates of per capita income growth and, in some instances, the very threat of
economic and financial collapse. This is often compounded by other factors, such as drought

and other natural disasters. The severity of the economic situation necessitates swift financial

|
|

assistance. ’
|

However, to engage the resources of the Fund first requires the submission

by the intended PBL recipient of a "Letter of Development Policy" outlining its medium-

term development objectives for reform and sustainable growth over a period of two to three

years, as well as measures to accomplish these objectives. To facilitate the design of a

.coherent policy framework, the Fund has usually insisted on prior existence of a programme

supported by the IMF and the World Bank, as a basis for its own intervention. But, although
the Fund’s participation in the design of the programmes has been limited to a few cases, the
package of reform measures were, without exception, prepared in close consultation or in

harmony with those of the World Bank essentially and the International Monetary Fund.
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Building on this on-going collaboration, some efforts have recently been made
to intervene earlier in the design stage of these programmes. For instance, in the context of
the analysis contained in the Economic Prospects and Country Programming Papers and
Country Strategy Papers, the Fund is now better placed to identify areas where further policy
reform operations are necessary and should be undertaken. Agreement has also been reached
with the World Bank and the IMF to participate in all missions related to Public Expenditure
Reviews and Public Investment Programmes, as was the case for Uganda, Burundi and
Cameroon recently. Beyond this, the Fund now ensures that, without exception, all
identification, preparation, appraisal, supervision and mid-term review missions for policy-
based operations, in which it is associated, are undertaken jointly with the World Bank and
the IMF. Finally, in the context of SPA or Consultative Group Meetings, PBLs are
discussed at the initial stages; on-going operations are also closely and jointly monitored; and
lessons drawn are taken into account in formulating future programmes. Thus, more and
more, the Fund has been able to assume a more pro-active role in PBL operations, in
collaboration and close partnership with both the World Bank and IMF. For instance, in
Equatorial Guinea, following agreement on the Policy Framework Paper, an ADF-funded
structural adjustment loan was prepared, appraised, approved by the Board and launched
ahead of another major donor. In Mali, the Fund is undertaking an operation to address
financial disequilibrium which became apparent following an earlier programme co-financed

with the World Bank.

Regarding the results of its efforts, it needs first to be said that adjustment and
reform are a necessary condition for improving economic circumstances -~ necessary, because
of the severity of the economic situation that gave rise to this form of intervention in the first
instance (see the case of Benin, Box 2.2). But it needs also to be said that reform and
adjustment efforts, while necessary, are not a sufficient condition for a sustainable turnaround

in the economic fortunes of the countries in question.

Based on its experience to date, there are indications that the results of the
various adjustment measures have been broadly successful, although there have been clear
instances of unrealized expectations. Some countries have managed to restore fiscal
balances; and have recorded some easing of the foreign exchange constraint, following
significant exchange rate adjustments. In other countries, the implementation of the reform

measures has clearly resulted in the more efficient use of resources; and has encouraged
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greater competitivemess through the use of more realistic pricing practices in domestic and
foreign trade. Howtever, measures aimed at export promotion and trade liberalization -- with
primary emphasis om providing financial incentives, or the removal of constraints to exports,
through necessary reforms related to export quotas, licensing, duties, the regulatory
framework, etc. -- have not generally been as successful. One important lesson to be drawn
in this respect is the need for a considerable time-lag between the implementation of
adjustment measuress and the response of exports to those measures. Indeed, while, for
instance, the PBLs undertaken by the Fund have correctly included major downward
exchange rate adjustments, the effects on export earnings has been negligible, and in many

instances have been accompanied by additional domestic price pressures.

Experience also shows that the broad economic impact of the adjustment
* programmes is limited in the short term. Any attempt to link PBLs directly with short-term
economic growth is, therefore, fraught with difficulties, notwithstanding the gains that may
be made with regard to price stabilization and improved monetary and fiscal management.
This situation arises essentially as a result of the tight compression of demand that is required
to stabilize the economies in the short run. However, the economic balance that is restored
initially is attained at a lower level equilibrium, with weakened demand and slower economic
growth.

On the other hand, the reform programmes have often included measures to
strengthen institutions 4in the countries concerned, and efforts along this line have been
relatively successful. Some of the countries that have implemented reforms have been able
to achieve a greater degree of accountability and transparency in national economic
management. Moreover, the inclusion of institutional development components in PBLs has
generated other complementary activities, including studies related to public enterprise
reform. The issues thus identified have often been subsequently addressed through

project/sector lending or technical assistance loans.

More recently, policy-based operations have been undertaken as a complement
to the other traditional operations of the Fund, and have facilitated the implementation of
conventional projects. This complementarity has allowed certain project-specific issues to
be dealt with more effectively; and newly designed projects for the Fund’s assistance have
also benefitted from policy measures and institutional improvements undertaken under

previous adjustment programmes.
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The broad conclusions, noted above, are drawn mainly from the various post-
evaluation audits which the Bank Group systematically undertakes on all completed
operations, culminating in Programme Performance Audit Reports (PPARs). With specific
reference to PBL operations, as at June 1992, seven (7) PPARs had been completed,
including four (4) on operations financed by the Fund -- Senegal SAL I; Zambia SECAL
Agriculture; Gambia SAL I; and Mauritania SAL. By the end of the ADF-VI period, a
further fifteen (15) PPARs shall be completed, including ten (10) on operations financed by
the Fund. An Overview Report, containing findings and the programming lessons learned,

is to be prepared by the end of the ADF-VI period.

|

Some tentative conclusions drawn from existing Reports may be further

summarized as follows:

() There is a necessity for up-dated in-depth analytical studies on the
macroeconomic and structural problems of the RMCs to ensure
consistency among different policies.

(ii) Internalization of programmes and continued policy dialogue are a
necessary condition for sustained resuits.

(i)  The administrative capacity of the RMCs to design, plan, execute,
monitor and evaluate (ex-ante and ex-post) reform programmes is a
prerequisite to the attainment of the overall objectives of the
adjustment measures.

(iv). Reform and adjustment packages must address the accompanying
negative effects on the social sector. 1

(v)  There is a need to accelerate the process of creating the appropriate
environment to encourage and enlarge private sector involvement in
‘economic activity and, therefore, to facilitate the sustainability of the
adjustment process.

(vi)  In engaging in policy-based operations, it is essential that such
operations be viewed in a longer term context, given the difficulty of
addressing fully, and resolving, major structural problems through
short and medium-term programmes. For, although the borrowing
country’s economic difficulties often find expression in the traditional
macroeconomic indicators, they often reflect deep-rooted structural
disequilibrium. Policy-based lending operations should, thus,
realistically be seen as the initial stage of a continuing process that
seeks to correct economic disequilibria over a long-term time horizon.
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22.1.2 Actions to be Taken

22.1.2.1 Action 1. Future PBL operations will continue to integrate SDA concerns in

the desiign of SAPs in preference to the treatment of SDA as a post-SAP exercise.

22122 Action 2. The Fund will deepen its cooperation with other international
organizations, including the World Bank, in the areas of programme preparation/appraisal,
monitoring and evaluation, as well as the preparation of public sector expenditure

programmes.

2.2.1.2.3 Action 3. The Fund will intensify its efforts in preparing Programme
Performiance Audit Reports (PPARS) to be able to draw out more lessons of experience from
policy-brased operations. Towards the end of ADF-VI period, the Fund will undertake the
preparation of a post-evaluation synthesis report based on completed PBL operations.

.

2.3 Sectoral and Inter-Sectoral Priorities

Strategy on Poverty Alleviation

2.3.1 Directive: State Participants emphasized the importance of putting in place a specific Action
Programme for Poverty Alleviation and encouraged Management to present the intended
Programme to the Board of Directors as early as practicable in 1991; continue to identify
specific indicators that would facilitate monitoring of the impact of domestic efforts and
external assistance; exchange information and experience with other international
institutions engaged in similar work; and seek ways for enhancing the role of NGOs in
poverty alleviation within the framework of the Action Programme (Paras. 23, 24).

2.3.1.1 Actions Taken

2.3.1.1.1 Action 1. It was not practicable to present an action programme for poverty
alleviation to the Board of Directors in 1991. However, following a study commissioned to
assist in preparing the Bank’s policy framework on poverty alleviation, A Poverty Alleviation
Strategy and Action Programme has been formulated and presented to the Board of Directors
in September 1992. The strategy was drawn up taking into account the relevant experiences
of the Bank Group and those of other development agencies. The Strategy consists of an
integrated package of measures comprising support for: an enabling policy environment; key

sectoral and inter-sectoral priorities; donor coordination; involvement of NGOs and
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1
grassroots groups; targeting the poor; beneficiary participation; and, use of local resources.
These components are to be rendered mutually reinforcing through inter-disciplinary

programming and sectorally coordinated interventions.

|

|
2.3.1.1.2 Action 2. An Action Programme has been drawn up to implement the

Strategy. Within the Bank Group, the Programme calls for measures to improve country
programming and project cycle activities to enhance capacity for more effective poverty-
focused interventions. Especially necessary would be the incorporation into programme and
project work of: country policy performance indicators (to assess a government’s willingness
to pursue poverty reduction measures); poverty-related social indicators (to prepare more
effective EPCPs, CSPs, Appraisal Reports, PCRs and PPARs); and, project-level indicators
(to monitor and evaluate impact on poverty reduction -- see Box 2.3 for illustration of
issues). Also important to the overall success of the Strategy are activities which are largely
external to the Bank Group -- donor coordination, NGOs and grassroots groups participation,
and RMCs commitment to poverty reduction. These would call for increased Bank Group
efforts in policy dialogue with RMCs and in aid coordination with donors and NGOs.
Management will issue necessary directives on the approaches and procedures to be followed

in implementing the Strategy.
Health and Education

2.3.1.1.3 Action 3. Although the Action Programme has not yet been formally adopted
by the Board of Directors, the Fund has, nonetheless, sought to ensure that its operations
reflect both the broad goals expressed by Management during the ADF-VI consultations and
the principal elements of the directives noted above. Thus, for instance, there has been a
modest increase in the number and quality of rural targeted basic health, and primary and
informal education projects, from 25 in 1990 to 29 in 1991. The Fund’s principal
pre-occupations in the health sub-sector are to identify strategies for effective Mother and
Child Health care (MCH); providing the necessary upkeep and training of qualified staff; and
securing the requisite budgetary allocations for these activities by governments. In education,
the main concern is on basic education and the relevance of school programmes; curriculum

development; and the provision of text books and other teaching materials. Other important

!
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issues include meeting the essential requirements of teaching staff, and women’s education
at all levels, including technical and vocational education. Priority is also given to the
rehabilitation and reactivation of existing services. A useful example of this broad thrust of
Fund programming is the Basic Education and Technical and Vocational Training Project in
Ethiopia, illustrated in Box 2.4.

23.1.1.4 Action 4. To reinforce the poverty a]léviation focus of its operations in the
social sector, the Bank Group is also at present participating in an inter-agency regional
programme aimed at identifying mechanisms for securing the necessary recurrent budget
allocation for rural health services. Similarly, the Bank will administer the OAU-WHO
Special Health Fund for Africa -- a non-profit Fund launched by the OAU in 1990 to
mobilize local and international contributions for providing support to local communities, in
their efforts to address child survival, safe motherhood, adolescent health, better nutrition,
water supplies, health education and disease control. In addition, the Bank contributes, with
other donors, to the Tropical Diseases Research (TDR) programme of the WHO, which is
engaged in identifying and developing pharmaceutical products against the seven major

tropical diseases.

Population i
0
\

2.3.1.15 Action 5. With respect to broad population issues, the Fund signed a
cooperative agreement with the UNFPA and continues to cooperate with agencies such as
UNICEF, UNESCO, FAO, TDR (WHOQ) which have interest and expertise in the area. In
order to sensitize RMC officials and Bank Group staff on the problems associated with
unchecked population growth and on the required policies and programmes, population
constituted the main theme of the Bank’s African Development Report (ADR) in 1992. In
addition, the theme of the 1992 Annual Meetings symposium was "Population Policies for
Sustainable Economic and Social Development in Africa”. In September 1992, the Bank
Group sponsored an international conference on Population and Sustainable Development
in Africa. This conference was intended to assist in shaping the Bank Group Population
Policy Paper to be presented to the Board by the end of 1992. The Policy Paper will factors
of population growth and dominant cultural values; poverty and quality of life; status of

women, environment and natural resources; health and education; urbanization and migration.
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. BOX24

BASIC EDUCAT{ON AND TECHNICAL AND VOCATIONAL,
f TRAINING PROJECT IN ETHIOPIA '

The development of educatxon in Ethxopla has in recent years n seriously han’tpered b;

_the long-running war and drought in the country. These two factors are among the’ pnnmp
causes of the damage and destruction of educational institutions and the displacment of youngsters;;
from their schools. The current education priorities defined by the Government include two main
feaures -- the development of basic education (primary and lower secondary education); and the
strengthemng of technical education and vocational training. It is around these two onentatmns"'

- that thls 1992 ADF-VI social sectm prOJect (FUA 16 mx]hon)was comexved

‘ ;The ob_)ectxves of the project are on the one hand, to expand access to and 1mprove the quahty o
_and relevance of, basic education; and on the other hand, to foster specialized manpower
- development. In quantitative terms, the project aims at providing 32,000 new pnmary school =

“"vvplaces, 7,280 new lower secondary school places; and 500 new places for technicians in the field

of elecmcal power and electronics. The project, which will be executed over a period of four_ '

: years, will comprise components for basic education and for technical and vocational training.
These: include construction, furniture and equipment for 80 primary schools, 7 lower wcondary:
schools, and 7 Awra;a (sttnct) Pedagogxcal Centres (APCs)

ect is in lme wnh effo owards makmg quahtatlve and quanmatnve lmprovements

. educatnon system. It supports the emergency  programme for the reconstruction and .

. re-estabhshment of primary and secondary schools and other educational institutions destroyed by
the war. The project components were selected to form part of an integrated and coherent

‘education development programme, within the framework of the Emergency Recovery and
Reconstructlon Programme. By providing primary and lower secondary schools to the war-affected -
‘ s of the country and to other areas with low participation rates, the project will correct a
. major uri'ent imbalance in access to schooling. In addition to enhancing access 1o general [
~ education, the project will also contribute to the improvement of the quality of educatmn, _through: -
igthening of educational support services and the reinforcement of education broadcasting
CEE, 'Tbe APCs, in fulfilling their functions of coordination, training, research and professwﬂal”
e and teachmg materials development wxll assnst in 1mprovmg the quahty of thefji :

the

ed; ogncal‘process in regular school educatlon

; SETA [Ethiopian Airlines) and in' the country in general. This shortage has become a very serious

therc will be a large number of expected high school graduates in the country, with limited
& opportumtles for technician level study who will be underutilized as far as their fechnical potential
. is concerned. The project will enhance the overall efforts to provide training and job opportunities
. for these graduates. The technicians trained as a result of this project will be absorbed into

. pnvate enterpnses

rlier manpower revealed an acute shortage of techmcmns in the various pubilc utllmes (EELPA o

- ssue particularly in the very rapidly developing electrical and electronics area.” On the other hand,

Y Ahom’publxc utility orgamutmns such as EELPA and ETA, as well as other mdusmal pubhc and
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2.3.1.1.6 Action 6. In terms of specific operat‘ions, efforts have begun to identify
programmes for addressing directly the population problem. For instance, a health study in
Burkina Faso (Box 2.5) seeks to address the demographic behaviour of the population; to
develop manpower potentials; and to identify future population projects. A related study in
Mozambique is evaluating and reviewing existing health facilities in three provinces with a
view to addressing the issues of refugees and returnees. The presence of large numbers of
refugees and returnees in given localities in the receiving countries results in the degradation
of forest resources; and places excessive burdens on social services and the fragile
infrastructure. The Fund is, thus, cooperating with the United Nations High Commission
for Refugees (UNHCR) in assisting affected countries cope with the influx of refugees and
returnees. For instance, a recent joint ADB/UNHCR mission to Sudan identified the
Environmental Improvement Project in the Eastern State, and the Kassala Forest and Energy
project. These projects and others will also seek to provide support for reforestation, health,
education and income-generating activities for the refugees, returnees and local populations

in the affected areas.

Income-Generating Activities

2.3.1.1.7 Action 7. In line with the poverty alleviation focus of its activities, the Fund
has sought to encourage the development and diversification of income-generating activities

for the poor through:

|
|

(i) Participation in inter-agency efforts to identify and fund activities
aimed at diversifying the sources of income for the poor with a view
to stabilizing and increasing their incomes. For instance, the Kenya
Agriculture Sector Loan and the Tanzania Livestock Marketing Project
seek to improve peasants’ incomes by improving their productivity and
efficiency in the marketing of crops and livestock. The projects
provide production inputs; help develop and rehabilitate marketing
infrastructure; and encourage market liberalization, through policy
dialogue with the respective governments.

(ii) Provision of agricultural lines of credit, specifically targeting small and
medium-scale farmers, with an increasing share of the lines of credit
being channelled through institutions other than the “traditional
development banks. For instance, in Zaire’s Rural Development
Project in North and South Ubangi, a Fund line of credit is channelled
through an NGO, Centre de Developpement Integral (CDI), under



BOX 2.5

BURKINA FASO: POP’ULATION SECTOR STUDY .

n soooxrdance w:th the recommendatlons of the Consultahve Commlttee meetmg held in July 1990
in Dakar, Senegal, this population study project in Burkina Faso was carried out in Apni 1991
finance:d with TAF resources amounting to FUA 0.9 million. 1t was based on the expreSséd’v
concerm of the Government of Burkina Faso over the unprecedented rate of population growth in

- that country and the consequent deteriofation of socio-economic conditions. The study had the -
objectiwe of analyzing:

the population situation of Burkina Faso and identifying the ma_]or assoctated"»
social and economic issues;

the civil registration and census data w1th a view to makmg demograpin
indicators available for use at different Ministries and administrative agencms‘ ,

the uatlonal populztlon policy document; the implementation of the programme _
“ of action; and the government’s position on the population sector in the context
-of its national development plan;

the principal causes of morbidity, mortality and uutrition;il status, and
- s .'t:hé manpower situation; rural-urban tﬁigrétion and urbaniza ;

. Tbe stutdy reﬂects an important practical operational concern of Managemeut By ma,kmg baseline
data and indicators of socio-economic development available, it is now possible to identify areas
.0 pnonty action. From its analysis of data on éducation and health sector, the study has revealed
-~ the low partxcnpan(m rate, high drop-out rate and very high illiteracy rate ‘of women in Burkma'
“ Faso.  These fmdmgs mdlcate pnomy areas “of concern for future pmJects and | programmes, :
- includimg, : .

Gy ‘matemal mortallty, infant and chxldhood mortality;

(u) pmgrammes to improve the civil registration system, to ensure the avai]aﬁn]lty. f-
and accuracy of essential population and health data;

(m) : 'progfannneé on literziby of woméh to improve the fo]e a"nd stéﬁxs t')f Wo’xi)‘én and :

'(i‘v) o programmes/prqects that would have an 1mp1101t or exphcxt tmpact on msgratory
-+ -~ and urbanizations pattern in the country. Sl . '
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under way to:

(iii)

(iv)

Action

®

(i)

(iii)
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agreement with the Government. The NGO provides both economic
services (production, processing and marketing of produce,
infrastructural development, etc.,) and social services (basic education,
vocational training, health, etc.,).

Providing education and credit facilities to women for productive and
transformation related activities. In the Green Zones project in
Mozambique (see Box 2.6), the Fund finances the provision of
production inputs, including a line of credit to women producers. The
line of credit is provided through cooperatives with the management
of the credit funds and credit supervision provided by the Project
Management Unit. Similar Fund-supported projects include the
Skills Development Project for Women in The Gambia; and the
Women’s Community Development Project in Ghana -- both of which
also seek to promote productive activities and increased access to
credit by women. ‘

Funding vocational and skill-providing training projects.  The
‘Technical and Vocational Education projects in Kenya, Central African
Republic and Mauritius are examples in this respect.

8. Concurrently, as a follow-up to the SDA initiative, activities are

Initiate actions for improving the conditions of the poor and vulnerable
groups in reforming economies, and introducing measures that enhance
their participation in productive activities. Examples of these initiatives
are the Social Development Fund in Zimbabwe; the Employment Fund
in Zambia; and the labour-intensive PASAICA project in Madagascar.
Develop poverty profiles as critic‘al inputs to country programming.
Uganda, Mauritania, the Gambia, and Burundi are programmed in the
first phase of this exercise. The Uganda poverty profile is under
preparation; and work on other profiles will be started, as resources
become available.

Train 60 officials from 18 RMCs (i.e. Burkina Faso, Cameroon, Cape
Verde, Chad, Egypt, Ethiopia, Ghana, Guinea, Guinea-Bissau,
Madagascar, Malawi, Mozambique, Nigeria, Senegal, Togo, Uganda,
Zambia and Zimbabwe) in the "Design and Management of Poverty
Targeted Programmes". Training is to be co-sponsored and co-
conducted with the World Bank. A 10-day training session took place
in Kampala, Uganda in May 1992; and a second is scheduled in
Ouagadougou, Burkina Faso, in November 1992.
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~ GREEN ZONES WOMEN DEVELOMENT PROJECT . MOZAMBIQUE

TheGovemment, early m1991,requeswd the Bank Group _tvql:ﬁi-bovide suppo
ac(lvmes of the Green Zones Women Cooperative of Maputo; and the FAO Investment Ce
- requested by the Bank Group to prepare the project in September 1991 After

. Pproject preparation report, 4 Bank Group mission wisited Mozambique to appraise the project

 followed up with & post appraisal mission
Development Project (FUA 8.0 million).

oject aims at increasing the production of poultry broiler meat and vegetables; providing
- employment to and increasing the incomes of womesn cooperative membeérs within the Green Zones
of Maputo; and improving the ‘socio-economic welfare and enhancing their role in project

. management. The project will support:

) The General Union of Cooperat:wes(UGC) Management through the provis
. of technical assistance, additional local manpower training, transport and offi
- equipment; ' ' o

The constriiction of 4 breeding houses, the rehabilitation of the feed mill, a
hatchery and a training centre, imcluding the provision of associated equipment - |
- and generators; ek . ,

~ Agricultural production by stremgthening the poultry management units;
_supporting extension and ¢redit sexvices through the provision of additional sta
. staff in-service and farmer trainkng, and training materials; and by providin
. poultry breeding stock and breedexs’ feed, veterinary services and transport;

e purchase and supply of credits for inputs such as day-old broiler chicks
broiler feed, veterinary medicines and vaccines; pesticides, fertilizers, improved
getable seed, knapsack sprayers and handtools; .~ -

pt

Ajor quantifiable economic benefit of the project would be increased annual poul
- Vegetable production from 200,000 birds to 1 million birds and 4,740 tonnes to 7,460 tonnes
respectively. Of the increased production, about 20 per cent will be consumed by the involved
houwolds and the rest sold, thereby raising the cwoperative women’s cash income. Additiona
hold consumption of poultry meat would be inaportant, given the low level of animal pr
e, owing to the scarcity of other types of mnimal meat. The sale of poultry meat
etables to the city of Maputo would not only raise cash income to farmers, but woul
s consumption by the city population; owing o the increased availability of supplies. Local
. production would, in turn, reduce import requirements and thus save foreign exchange, The 6
 smallholder women farmers who are members of the cooperative moveinent are expected to benefi
directly from this project, not only from the income resulting from increased poultry and vegetable

tion, but also from training and extension sexvices on improved production practi

" :j.‘p: md .....
techn

logies uqder thepr()Ject
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(iv)  Training of 70 Bank staff in the identification, appraisal and
implementation of SDA/targeted poverty programmes -- 40 in 1991,
and 30 in 1992,

2.3.1.2 Actions To Be Taken

2.3.1.2.1 Action 1. The implementation of the guidelines for the integrated Action
Programme for Poverty Alleviation (APPA) will need to be vigorously pursued; and
mechanisms will need to be put in place to ensure effective delivery and follow-up. Beyond
this, APPA should realistically be seen only as a beginning; and should, accordingly, be

revisited and reshaped in line with actual Fund experience over the years.

2.3.1.2.2 Action 2. Related to this, the Fund will need to develop and maintain country
baseline data, with a view to monitoring poverty reduction efforts in each country. To
maximize inter-agency cooperation, the Fund should enhance arrangements under which staff
will have access to standardized operational data of other agencies with comparable
operational interests. These arrangements will facilitate the identification of other agencies

involved in various sectors in which the Fund is active.

2.3.1.23 Action 3. With respect to population activities, additional specialized staff will
need to be recruited to strengthen policy and programme development and implementation

expertise in the areas of population, family planning and nutrition.

Environment
|

2.3.2 Directive:  State Participants welcomed Fund intentions to increase its emphasis on
environmental concerns, and urged the Fund to advance the implementation of the
environmental policy paper; put in place as soon as possible an effectively functioning
system ensuring the completion of environmental impact assessments; ensure that the forest
projects it finances place increased emphasis on conservation of forest areas and protection
of biological diversity; support efforts to strengthen the implementation of the Tropical
Forestry Action Plan in RMCs; expand its programmes in energy conservation, end-use
efficiency, and renewable energy; and significantly increase the number of staff to enable
the institution to effectively undertake expanded responsibilities in this area (Parus, 27, 28).

2.3.2.1 Actions Taken ' |

2.3.2.1.1 Action 1. Technical and procedural guidelines have been developed for use

in the environmental examination of projects; and in classifying them according to
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various environmental categories. Environmental screening of the projects in the 1992

lending programme was initiated in December 1991; and environmental categories are

recorded in the project briefs circulated to the Board. The following specific measures may

be cited:

(M)

(i)

(iii)

(iv) -

A 10-day environmental training workshop for Bank staff was
conducted in October 1991. The training focussed on the use of
technical and procedural guidelines; and the sensitization of project
staff on the potential environmental aspects of projects in different
sectors.

Establishment of three environmental categories for classification of all
projects in the lending programme during a given period. In Category
I are those projects that would adversely affect the environment and
therefore require an Environmental Impact Assessment (EIA) study. As
for projects falling in Category II, only mitigating measures would be
required; and these are included in the appraisal report. In Category
III are those projects that are environmentally friendly and/or neutral,
and would not require any special action.

A total of 186 projects in the 1992 lending programme were screened;
and 26 were classified as Category I. This process took about four
staff weeks. A further 24 staff weeks were used in the preparation of
Terms of Reference (TORs) for the twenty-six projects requiring EIAs.
Summaries of the EIAs are sent to the Boards of Directors, for
information, 120 days prior to presentation of the appraisal report to
the Board. It should be noted that this screening is a continuing
process, as the technical information improves through various
preparatory phases. '

The current procedures for handling Category I projects are as follows:
The initial environmental screening is based on the project briefs that
are prepared for the current year’s lending programme. The
categorization is discussed with the relevant projects department; and
it may be confirmed, or left in abeyance until more data are furnished.
For those projects confirmed as Category I, a request is addressed to
the country, to determine whether an EIA study already exists. Where
it does, a copy is sent to the Bank for review and the preparation of
a summary for the Board. Where no such study exists, requests are
addressed to bilateral sources to mobilize funding for the preparation
of the EIA. As of June 1992, funds had been mobilized for 23 studies
related to projects in 1992/93 lending programmes. When each study
is completed, a summary is prepared and circulated to thé Board. In
the future, the Fund will insist on a satisfactory EIA study being
carried out by RMCs before consideration of financing. In cases of
projects being prepared with TAF assistance, the EIA aspect has been
fully incorporated and the process will be much more comprehensive
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in respect of review at the country level and, in particular, in respect
of the participation of the population and NGOs. It is difficult to
demand such participation for studies that are already completed.

|
23.2.1.2 Action 2. Reflecting the increased in';portance of environmental issues in its
regular operations, the Bank Group has begun to move beyond the institutional and
administrative arrangements noted above and to undertake project engagements directed
entirely to the environment. In August 1992, the Board approved the Madagascar
Environmental Programme (Phase I). This Programme, (see Box 2.7), cofinanced with other
donor agencies, is an important departure for the Fund that could well signal a trend for

future engagements of this kind in the area of the environment.

23.2.13 Action 3. The Bank Group recognizes the importance of forestry to the
economies of Regional Member Countries and the role it plays in environmental protection.
It continues to assist RMCs to utilize, manage and conserve their forestry resources to
provide economic, social, and environmental benefits on a sustained basis. Specifically, the

following measures have been taken:

(1) A study on the Bank Forestry Position Paper was commissioned in
1991. :
|

(i)  In 1992, nine projects with strong forestry components were appraised.

(iii) A Forestry Policy Paper is programmed for Board presentation in the
Fourth quarter of 1992.

(iv) - A study on conservation and management of mangrove ecosystems
' along the West Coast of Africa has been funded from bilateral sources.
Contacts have been established with UNDP to coordinate these efforts
in the framework of the Global Environmental Facility (GEF).
|
(v)  Recruitment of two forestry experts in the Operations Departments and
another in the Central Projects Department.

(vi) The Bank Group has collaborated with bilateral and multilateral
agencies in the implementation of forestry projects; is actively involved
in the Round Table Meetings to prepare National TFAPs in RMCs;
and is represented in the informal Forestry Advisers Group established
by the donor community to provide increased support for tropical
forestry development.
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BOX27

_MADAGASCAR ENVIRONMENTAL PROGRAMME PHASE I

The Enwrommental Programme Pbase l is the ﬁrst mtegrated envrronmental programme tobe
introduced in Madagascar, where the annual cost of degradation to the environment is estxmated
.4t more than US$ 200 million. The Environmental Programme, which forms part of efforts to'
: 'reverse the corrent trend of degradation will actively contribute to restoring an envir
capable of ensuring sustainable development; and will help to reduce substantially the human and

~ ecological ‘cossts of degradation; improve food self-sufﬁuency, and, generally, provnde a hxgber :
; fstandard of living for the entire population. = '

’,*Phase I of the Programme i ﬁnanced ona para]lel basis by ADF (FUA 12.0 mxlhon), the Fund
" having define:d and selected a parallel project, and other donors -- IDA, USAID, FRG, CI,
WWF, Norway, UNESCO, FAC, Switzerland, ODA, UNDP. Its major components are:. i)
management wof biodiversity; ii) soil conservation; iii) geographical information; iv) security of -~
tenure; v) ‘education and awareness; vi) environmental research; and vii) support to the
Environmental Action Plan. Phase I will be implemented over a period of five years, in
. collaboration with the various technical partners. All components will be executed in a synergic
‘manner, i.e, with each simultaneously dependent on the other. The project defined and selected -
_.for ADF finamcing will be implemented over three years, starting in 1993; and will focus on soil
dbnservatlou. education and awareness; and environmental research. This programme searches for |
solutions to the degradation of forested lands, arid lands, habitat and fauna; management of forest.
' cover, arable lands and deterioratéd land, management of water resources, coastal resources and :
= ene’ gy resources conservatxon of blodnverslty, eco]ogncal tourism and environment.

' Madagascar S Progranune offers various potenual env;ronmental techmcal and SOCI0-8CONOMIC |
j:.'beneﬁts In technical terms, new methods of soil conservation and for the protectlon of natural
- zones will be introduced to the broad mass of the population. Residents in peripheral zones, as
 well as those in protected areas, will acquire special new techniques for producing seedlings i |
 small fural pwrseries and, as a result, will be in a significantly better position to choose plantatlon- o
“methods and techmques In socio-economic terms, the programme will generate greater popular.
~awareness -of and sensitivity to environmetnal issues, with the result that Madagascar’s world
. famous blologlcal snes currently threatened will be conserved This will enable Madagascar to

v developmént of parks and reserves, and agro-based industry. It will enable the rural populatnons 1
o upgmde certain species of the fauna and flora for genetic and cynegenetic improvement . §
programmes Measures to promote land security will also be important for managing activity in

. ‘the agnculture sector; and the projected slowdown in the rate of deforestation wxll make it possxble v

detenoratlon of roads and infrastructures, Moreover, the programme will help to dlrectly create. |

-employment in both the public and private sectors; these new jobs will be derived from
- conservation, mini-projects, cadastral survey and cartographic activities. The development of
- ecological tourism will bring about the development of cottage industries, agnculture and ﬁshenes
3 wh]ch will provide additional incomes; especially for the rural population. o :




2.3.2.1.4 Action 4. The Bank Group’s Energy Sector Policy Paper is under preparation and
is expected to be presented to the Boards of Directors by the end of 1992. However,
measures with respect to the end-use efficiency are already being incorporated in both
agricultural and industrial projects and programmes. For instance, Fund technical assistance
resources were used to finance a study on the Africa Energy Programme. The study seeks
to map out an energy development master plan; and identify various policy issues that need
to be addressed. Energy conservation and the precise modalities for achieving it are among

the principal preoccupations of the study.

2.3.2.1.5 Action 5. The number of staff dealing directly with the oversight of the
implementation of the Bank Group’s environment policy increased significantly from 1 in
January 1991 to 5 in June 1992. Moreover, staff dealing with the social policy (i.e.
population, health, education, SDA/poverty alleviation) has increased from zero to three (i.e.
a demographer, an economist/statistician, and a social policy analyst) during the same period.
Thus, the Division dealing with environmental and social policy issues now comprises nine
professional staff and a Division Chief. In addition, 35 staff weeks of consultancy on
environmental issues, and 21 staff weeks on social policy, were engaged during the period
January 1991 - June 1992. Also two project assistants were engaged during the period. A
study of the long-term staffing requirements for environment was bilaterally funded. The

draft report has been received and is under review by Management.

2.3.2.1.6 Action 6. The ADB Group is hosting in its headquarters an Environmental
Dimension of Development Secretariat (EDDS) sponsored jointly by the World Bank and the
United Nations Sudano-Sahelian Office (UNSO). EDDS aims at establishing a regional
programme facility for enhancing the capacities of African governments to better respond to
their environmental and development priorities by designing strategic frameworks for
sustainable development (e.g., National Environmental Action Plans).

|
2322 Actions To Be Taken

2.3.2.2.1 Action 1. Work on the review of lending programmes for environmental
categorization will continue. Funds for EIA studies will continue to be sought to assist

RMCs. i
|



2.3.2.2.2 Action 2. In spite of recent improvements, more needs to be done to
strengtthen staffing in the area of the environment. Thus, there is need for urgent follow-up

to the recent study on long-term staffing requirements.
Women in Development

2.3.3 Directive: State participants requested that the Fund report to the Board of
Directors in 1991 on its strategy to implement the policy and plan of action
contained in the Policy Paper on Women in Development (WID). (Para.31)

2.3.3.1 Actions Taken

2.3.3.1.1 Action 1. Training: Management, in 1991, presented to the Board of
Directors a paper outlining its strategy and plan of action for addressing the specific concerns
of women in development. In implementing its strategy a major initial concern was on

training. To this end, the following activities were undertaken:

(1) Sensitization of Senior Management: A session to sensitize Senior
Management on gender issues in the context of Bank Group operations was
held in March, 1992. The participants included Executive Directors, Vice-
Presidents, Directors and Deputy Directors. :

(i)  Staff Training: Staff training carried out, to date, has had two objectives --
the first, to create a general awareness concerning the important role of gen-
der in the development process; the second, to provide the staff with the
necessary tools, and training in their utilization for incorporating gender issues
into the regular project cycle. The latter objective, however, has so far been
limited to the priority sectors, i.e. agriculture, industry, health and population.
To date, 78 of the Bank’s professional staff have undergone the general
training, and 49 more, the specialized sectoral training. Evaluations of both
sessions have enabled the Bank Group to develop a future training strategy
whose basic aim is to cover the entire professional staff within a period of two
years.

(iii)  Training of Planners and Policy Makers in the RMCs: This constitutes a
crucial focus of the WID training strategy, encouraging member countries to
integrate gender concerns into their general development plans and policies,
in addition to influencing the specific requests for project funding and project
design. This level of training is part of the five-year programme of activities,
to be partly supported by external technical and financial assistance. In
addition to this, the Bank is in the process of developing specific initiatives
both with UNIFEM and the Economic Development Institute of the World
Bank.
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|
2.3.3.1.2 Action?2. Elaborating G‘uidelinesv': Within the overall strategy of furnishing both
ADB staff and planners in RMCs with the necessary tools for taking gender issues into
account in development planning , several guidelines have been developed. These guidelines
follow closely both the Bank’s project cycle and the nature of projects funded by the Bank.
It is envisaged that the use of these guidelines will become a part of regular procedure and
will result in more efficient project design. Specifically, use of these guidelines will allow
projects to be more effective in reaching the most vulnerable groups, including women.

These guidelines include:

(i) Guidelines for incorporation of gender issues in the sectors of agri-
culture, industry, health and population: These sectors were seen to
be a priority because they address more directly the basic needs of the
poorest sectors of the population, in addition to their role in
employment creation and income generation. During 1993, it is
planned that similar guidelines will be developed for the education,
transport and public utilities sectors.

(ii) Guidelines for incorporation of gender concerns into EPCPs: Given
the significant role of the EPCP in determining country lending
strategies, guidelines have been developed for the appropriate
incorporation of gender concerns into EPCPs. A series of orientation
seminars relating to the use of the guidelines will be held for country
economists.

(iii)  Guidelines for WID-specific projects: Increasingly during the past
two years and consequent upon the dissemination of the Bank’s WID
policy document, several proposals have been, and continue to be,
received from RMCs requesting funding for WID-specific projects.
Guidelines were therefore developed with the broad aim of assisting
Bank staff and RMC officials in handling and formulating of WID-
specific project proposals. Paragraph 2.3.1.1.7 makes reference to
Fund-supported WID-specific projects in Mozambique, The Gambia
and Ghana. Box 2.8 provides further illustration of similar Fund
interventions -- the case of Senegal.

2.3.3.1.3 Action 3. Operational Activities: Several strategies have been adopted -- all
aiming at improving project design -- such that gender issues are incorporated at all stages
of the project cycle. As a result, the WID staff has become increasingly involved in

operational activities. For instance:
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- BOX 2.8

WOMEN’S GROUPS SUPPORT PROJECT-- SENEGAL

The project (FUA 4.1 million) aims at improving the socio-economic situation of Senegal
women and children through an integrated approach, covering the five regions of Dakar, Thies,
Diourbel, Kolda and Tambacounda. It will involve 500 Women’s Groups (GPF), affiliated to the
FNGPF, more than 25,000 women, and close t0 5,000 children; and will be geared towards
increasing the women’s capacity to generate additional income through multi-purpose training;
more. efficient management of domestic time; and easier access to credit for productive
investments. =

To this end, the project will institute the following:

() A training scheme in functional literacy and information, education and communication
‘that is capable of reaching 10,000 women each year; : i

:, (i1) A support and advisory scheme for womén's groups that will as&ist mmattets
. concerning investment projects for the generation of additional income,»as well as in
‘the institution of a credit fund for undertaking such investments; LE

(i1i) " A network of private day- and health-care centres for about 5,000 children, through the
s training of 225 women in education and health psychology, as well as providing basic
equipment for the day-care centres established; o Pns e

(iv)  The establishment of 50 community centres for the women's groups in landlocked
. villages of less privileged regions; e

(v) - “Agricultural equipment and wells to alleviate the domestic chores of women in similar
regions; and ChdmE

(vi)  Improved structures for the development of women, through training in project
s management. :

* The principal benefit of this project is that it will lead to & richer integration of women into the
__development process in Senegal. Their training, particularly with respect to functional literacy, -
farming methods, the individual and collective management of productive activities, and marketing
~will be improved, Their organizational and analytical capacities will increase with the experience
acquired in the management of equipment and the credit fund. Considering that women play an :
essential role in the Senegalese family, with each having an average of 7 children, it is likely that -
the number of beneficiaries for this project will reach 175,000 women and children, most of whom
belong to that section of the population that is already most vulnerable, :




i) Twenty-four (24) projects have been selected for purposes of gender-
screening from the 1992 lending programme, with the objective of
following them closely as they move through the various stages of the
project cycle. These projects cover the priority areas of health,
education, agriculture, and structural adjustment, in addition to WID-
specific projects.

\

(i) A system of gender screening has been designed such that, from the
identification stage, all projects will be placed in specific categories
according to the degree of gender analysis required. Some indicators
for gender impact analysis will be included in the project logframe.

(iii)  The various RMCs have been allocated among WID staff, to allow
individual staff members to monitor more closely and systematically
Bank Group operations in the specific countries for which they are
responsible.

(iv)  The WID staff have also been very active in participating in both
Working Group meetings and Loan Committees (17 during the first
quarter of 1992). In addition, they have assisted in developing terms
of reference and guidelines for preparation, appraisal and study

missions. \
\

233.1.4 Action 4.  Gender-Disaggregated Data: A major bottleneck in undertaking
gender analysis in the context of project design has been the lack of readily available gender
disaggregated data. In an effort to correct this, a statistician has recently joined the Central

Project Department with the task of enriching and managing the current WID data-bank.

v |
23.3.15 Action 5. Cooperation Activities: The principal aim of these activities has

been to foster coordination and cooperation with various multilateral and bilateral
organizations in the area of gender responsive development. Specifically the following

activities are underway:

|
i

(1) A five-year programme of activities has been prepared; and is to be
submitted to the donor community for financial and technical
assistance. This programme covers the areas of training, studies,
research, short-term resource persons, short-term consultancxes and
inter-institutional coordination.

|

\
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(i)  The Bank was actively involved in all the activities pertaining to the
IFAD 1nitiative on the Economic Advancement of Rural Women; and
it has agreed to sponsor the first regional meeting to follow-up on the
recommendations of the Geneva Summit on the Economic
Advancement of Rural Women.

(iii) Specific cooperation is under way with UNIFEM, with the aim of
developing a consolidated gender training plan for Africa. A
preliminary meeting is planned for October 1992, to bring together
_representatives of African training institutions, and resource persons
active in the area of gender training.

2.3.3.1.6 Action 6. Women and Credit: Recognizing the lack of credit as a major
hindrance to African women’s productive capacities and given the paramount role that
provision of credit can play in increasing incomes and, therefore, in reducing poverty, the

following activities are envisaged:

(i) An international FAO/ADB consultation on augmenting African women’s
access to credit is planned for November 1992 at ADB headquarters. Major
donor agencies, representatives of African financial institutions and NGOs
will participate. This meeting will provide an opportunity for reviewing the
Bank Group’s approaches to women and credit in Africa.

(i) The Bank will be participating in two important activities relating to the
enhancement of women”s economic positions. The first is sponsored by the
African Project Development Facility under the theme of The Role of
Women in Promoting African Entrepreneurship. The second is the
African Regional Agricultural Credit Association’s Workshop on Women’s
Access to Financial Services. As indicated earlier, actual Fund lending
operations during ADF-VI have sought to address the specific question of
women and credit (see Boxes 2.6 and 2.8, presented earlier).

]

2.3.3.2  Actions To Be Taken

2.3.3.2.1 Action 1. Internal mechanisms should be strengthened such that project
beneficiaries, notably women, can become more involved in the design and implementation

of project activities.

2.3.3.2.2 Action 2. Although an internal dialogue on women and population activities has

begun, this remains an area that requires further consolidation.
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Agriculture and Social Sectors |

234 Directive: State Participants agreed that Fund actions in the ADF-VI period should produce a
breakdown rising to 40 per cent for agriculiure and 20 to 25 per cent for the social sectors
(Para. 29). ]

2.34.1 Actions Taken | \

2.3.4.1.1 Action 1. ADF-VI loans and grants approved for agriculture accounted for 35.7
per cent of total ADF lending, as at June 30, 1992. In the social sector, commitments over
the same period accounted for 25.1 per cent of ADF lending. Thus, for the first eighteen
months of ADF-VI, commitments of the agriculture and social sectors combined equaled 61
per cent, compared to the indicative target of 60-65 per cent, reflecting the broad poverty
alleviation focus of Fund operations.
1

2.3.4.1.2 Action 2. The principal preoccupation of Management as far as operations in the
agricultural and social sectors are concerned is less with meeting the 60-65 per cent target
indicated in the ADF-VI Report, but more so with ensuring that operations are consistent
with the main theme of poverty alleviation. Thus, in Sierra Leone, TAF resources are used
to assist in developing a pipeline of future agricultural projects that reflect such development
concerns. Similarly, the Mwanza Rural Development Project in Malawi (Box 2.9) attempts
to address the many wide-ranging issues related to rural development. Thus, while
Management makes an effort to attain the recommended sector targets, greater operational
emphasis is placed on ensuring that the projects are consistent with principal concerns of the
Fund; and that they meet the long-term development needs of borrowing countries,

|

2.3.4.2  Action To Be Taken | |

|

2.3.4.2.1 Action 1. For the remainder of the ADF-VI period, effort will be concentrated
on identifying as many viable agricultural and social sector projects as possible, within the
limits of individual country allocations. This will involve the exploitation of information and
projects identified and designed by recently completed TAF operations: Second,
collaborative co-financing efforts with FAO and IFAD will be undertaken to identify
available projects. Continued emphasis will be put on project cycle-related TAF activities
in order to generate future projects in the sectors. |

\
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BOX 2.9

MWANZA RURAL DEVELOPMENT .- MALAWI

In 1988, the FAO Investment Centre undertook a project preparation mission on behalf of the Bank
Group. The FAOQ preparation report was revised in 1990; and, in response to the Goves ’s
request, the Bank sent.a mission to Malawi in 1991, from which the Mwanza R
Project (FUA 8.7 million) resulted. The objectives of the project are to: - -

(1) ) increase the incomes and welfare of the smallholder j)opulaiioﬁ’ of Mwanza |
 District; S S o

r protect the land resources and maintain and raise the lo
the land; and

ng-

. improve the country’s balance of payments, by increasing bréddc;xon of export.
_and import-substituting agricultural commodities, .

The project aims at increasing agricultural production by encouraging farmers, :
- and training, to adopt research recommendations and by providing supportive infrastructure.
. project would raise the long-term productivity of land by providing for measures to reduce so

erosion and land degradation; and to manage land feésources, . 2

- The major quantifiable economic benefit of the project would be increased production of a range
~of food and cash crops, and meat and eggs. The increased production would, in part, be sold,
~ thereby raising farming households’ cash incomes, and would in part be consumed on the farm,

particularly by those households with smaller holdings. Increased consumption of livestock . |
~ products would be particularly important, given the low level of animal protein intake, “while
. higher sales of cash and food crop products would increase foreign exchange eamings and reduce

“impor't]requireme‘nvts.f .

A total of sbout 13,575 farm houscholds, or 27 per cent of the total farm usel
would be expected to benefit directly, by adopting the improved crop production prac

_ technologies offered under the project. A further 3,000 or so would be ex;iectedib_:hé

- production of beef as a result of improved veterinary and animal health facilities, while man

_ dmcrease their production of eggs and poultry meat. i

The project would also create significant employment opportunities in the area, under the District
~ Roads Improvement Programme (DRIMP). It would also involve the construction and rehabilitati
. of boreholes and shallow wells; the improvement of spring catchments; and the establishment
two pipe-borne water supply schemes. These would provide a clean and safe source of d
" water to 63,000 people. Under the project, the Women's Programme of the Ministry
 Agriculture would be strengthened to enable it to play a much more active role, : ,
. women’s participation in agricultural programmes, and in income-generating activities and projec
management. At least 30 per cent of farmers receiving training under the project would |
women. v




Regional Integration and Cooperation

|

2.35 Directive: State Participants urged the Fund to make an increasingly effective contribution, in
accordance with Article 2 of the Fund Agreement, to promote greater regional and sub-regional
cooperation. Progress in this important area would improve the prospects for increased
intra-African trade, and reflect the world-wide movement towards enlarging markets and
reducing trade barriers (Para. 34). ’

2.3.5.1 Actions Taken l

2.3.5.1.1 Action 1. The year 1991 witnessed greater willingness and efforts towards
continental economic integration when 34 African Heads of State and Government signed the
Treaty Establishing the Pan-African Economic Community. The Bank participated in the
preparation of the Treaty; and is a member of the Joint OAU/ECA/ADB Secretariat charged
with the technical drafting of the protocols related to the Treaty. The Bank is also
represented in the Committee of Eminent Persons charged with the responsibility of
reviewing the Treaty establishing ECOWAS; and has financed a study on Financing Regional

Integration efforts in ECOWAS.

2.3.5.1.2 Action 2. The Bank set up a Task Force, comprised of ten eminent persons, to
assist it in identifying areas of action over the short, medium and long terms, within the
framework of the Treaty Establishing the Pan-African Economic Community. The Task
Force proposed a greater role for the Bank in facilitating African economic integration in the
areas of trade, financial and monetary cooperation, private sector promotion, and technical
assistance for sub-regional bodies. Similarly, a workshop on regional integration was jointly
organized in June 1992 by the Global Coalition for Africa, the Commission of the European
Communities, and the ADB. Itrrecommended that the co-sponsoring bodies continue to focus
their attention on developing appropriate strategies and instruments for African economic
integration. In the same vein, and partly in response to the ongoing political developments
in Southern Africa, the Bank launched in 1991 a major study -- funded by Denmark,
Finland, Norway and Sweden -- on the opportunities and prospects for economic integration
of Southern Africa in the post-apartheid period. The pfincipal objective of the study is to
identify concrete multinational and integration projects and programmes in the sub-region,
for financing by the Bank Group and other donor agencies. The study is expected to be

completed in late 1992.
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2.3.5.1.3 Action 3. The Bank participated in the preparation of the programme of reforms
in UDEAC (Union Douaniere de I’Afrique Centrale). The major components of this
programme are the harmonization of external tariffs; fiscal coordination; and measures to
facilitate intra-regional transport. The UDEAC member countries agreed to these measures
and they are now incorporated into the individual country’s SAL which the Fund is currently

supporting, as in Equatorial Guinea and the Central African Republic.

2.3.5.1.4 Action 4. The Bank has also taken an initiative to strengthen regional trade in
West Africa, and thereby increase the possibilities for economic integration in the sub-
region. Specifically, in collaboration with the OECD, an inter-agency unit (CINERGIE) was
set up within the Bank for the promotion of trade. The project will be limited initially to
West Africa (ECOWAS member states, Chad and Cameroon) and will last 30 months in its
first phase. In order to further the understanding of such trade flows, the Unit will also
carry out in-depth studies on various factors affecting regional and inter-regional trade. The

CINERGIE initiative, if successful, could be extended to other sub-regions of the Continent.

2.3.5.1.5 Action 5. Beyond these efforts, and more specifically, at the operational level,
over the first 18 months of ADF-VI, the Fund has financed a number of projects and studies
geared to the promotion of trade and integration between African countries. Among these
are the Trans-Kgalagadi Road project, linking Botswana and Namibia; the PTA Multinational
Roads Rehabilitation studies in Uganda, which seek to establish the feasibility of 7 roads
linking Uganda with neighbouring countries; and the Tazara Landslides Rectification project
in Tanzania and Zambia, which aims at minimizing disruptions to railway transport between
the two countries due to frequent landslides. Similarly, the Fund has committed FUA 5.25
million to the OMVS Diama Dam project to strengthen the right bank dyke of the Diama
Dam Project, mainly to protect the Mauritanian delta against floods to control the area’s
water supply; and to control the Diama Dam water plan. In addition, TAF resources have
been used to support various studies of a multinational character. These include (see Annex
A) the African Energy Programme; the Batoka-Gorge Hydro-Electricity Study; the CEPGL
Seeds Study; the OMVG Agriculture and Bridge Study; the PTA Roads Study; and the
Warda/ADRAO Rice Study. These interventions, though small compared to total available
Fund resources, reflect Management’s continuing effort to encourage and promote, where
possible, greater regional integration and cooperation among borrowing countries, despite the

lack of any special Fund allocation for this purpose.



2.4 Loan Quality Issues \
Country Programming

2.4.1 - Directive:  State Participants, noting that satisfactory internal management systems,
procedures and guidelines for improving the Fund’s quality of lending now exist, called for
the full implementation of these improvements. They emphasized the need for loan
proposals to set out clearly their relationship with EPCPs, Sector Policy Papers, and
post-evaluation findings. They also requested that the work programme for preparation and
revision of EPCPs and Sector Policy Papers be submitted each year to the Board of

Directors (Paras. 35, 36, 38).

2.4.1.1 Actions Taken

2.4.1.1.1 Action 1. Fund lending operations are‘ carried out following guidelines and
procedures detailed in the Operations Manual, to ensure loan quality and conformity with
policies, priorities and objectives of the Bank Group, as well as the project’s technical,
economic, financial, environmental and institutional soundness. In addition, Management
prepares a three-year rolling programme and an annual lending programme to further
improve the process of loan programming. These programmes are based on the
commendations contained in the EPCPs and CSPs. Weekly coordination meetings are also

held to monitor the processing of projects included in the lending programme.

2.4.1.1.2 Action 2. EPCPs and CSPs are the principal country programming documents,
setting out the Bank Group lending strategy for each member country. A number of steps
have been taken to improve the quality and substance of these documents so as to enhance
country programming and loan quality. The guidelines for the preparation of EPCPs and
CSPs have been formalized and included in the Operations Manual. The forms and contents
as laid down in the Manual are being respected. The outline of EPCPs has been revised to
include special areas of Fund orientations such as poverty alleviation, gender issues,
population, environmental management and regional integration. Emphasis is also
increasingly being placed on sectoral issues, by engaging the services of consultants to assist
with sectoral analysis during the preparation of EPCPs. These measures have increased
significantly the opportunities for, and quality of, policy dialogue with regional member

countries.
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2.4.1.1.3 Action 3. The work programme for the preparation and revision of EPCPs
and CSPs is prepared each year by the Country Programmes Departments and is available

to the Board of Directors, on request,

24.1.1.4 Action 4. Country lending strategies, as set out in the EPCPs and CSPs,
constitute the basis for designing the Bank Group’s medium term lending programme in each
borrowing country. Consequently, the preparation of EPCPs preceds project identification,
so that the choice of projects and programmes to be financed is guided by the objectives and
strategies previously spelled out in EPCPs. Loan proposals are, therefore, screened to ensure
consistency with EPCPs; and the appraisal reports contain a section demonstrating this
consistency. The magnitude of intervention in each country is determined following the
recommendations of the CSP. Based on an analysis of its performance, each country is
classified into one of the following categories: core, weak, satisfactory and strong -- to

determine the appropriate level of Bank Group intervention in that country.

2.4.1.1.5 Action 5. EPCPs are prepared every three years, while CSPs are prepared
or updated annually to complement and update EPCPs. A schedule of completed EPCPs and
the programme for their preparation or updating in 1992/93 is presented in Table 2.10. As
indicated, the table also shows that 28 of the 51 expected CSPs were finalised in 1991.
Twenty-three others are currently being finalised. The delay in the preparation of the CSPs
was due to the fact that the operational guidelines were under preparation for most of 1991,
when the directive was issued. The table also reveals that not all the EPCPs are updated on
schedule. One constraining factor in the timely preparation or updating of EPCPs and CSPs
has been the shortage of economists. To address this problem, the two Country Programmes
Departments are being strengthened with recruitment of additional economists -- 16 since the
start of the ADF-VI period, with a further 3 expected by the end of 1992. This should
facilitate considerably the pace and depth of EPCP and CSP preparation and updating --
which explains the rather high scheduled output for 1992,

2.4.1.1.6 Action 6. In addition to EPCPs and CSPs, the preparation of country-specific
Sector Policy Papers has also received increasing importance in country programming.
Management strives to ensure that loan proposals in a particular sector are in conformity with

the policy guidelines indicated for that sector.
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2.4.1.1.7 Action 7. Projects Performance Audits Reports (PPARs) are prepared for
each completed project, after the Project Completion Report (PCR) has been prepared. The
lessons drawn from such reports are continually incorporated into project design work and
guidelines, with a view to improving loan quality. For instance, it was previously assumed
that conditions precedent to first disbursement would be fulfilled immediately; but this did
not usually occur and numerous project start-up delays were experienced. Currently, a
realistic period for the fulfilment of first conditions is taken into consideration in planning
the. project’s implementation schedule. Furthermore, cost estimates of many projects were
made before the designs were finalized, resulting in under-estimation of project costs. At
present, most projects are based on detailed design and tender documents which help in
making the cost estimates more realistic. There have been cases where tenders have been
called before the projects are submitted to the Board. It was also assumed in the past that
project managers could be easily recruited -- an assumption that often proved unrealistic. At
present, effort is made to identify project managers in advance. Where a TAF grant has been
made for a study, the coordinator of the study will be available for implementation of the
resulting project. In many cases, the borrowing country is asked to appoint a national
administrator who will be responsible for the recruitment of the technical team and other
matters related to the project unit. Finally, it is a general condition that the borrower will
arrange for the project to be audited. However, in many cases, execution difficulties arose.

As a result, funds are now provided in each project for an independent audit of project

operations. \
2.4.1.2 Actions To Be Taken

2.4.1.2.1 Action 1. To enrich EPCPs and CSPs, greater attention will be given to the

preparation of sector studies. To facilitate this, there will be the need to strengthen staffing

in the Projects Departments.

2.4.1.2.2 Action 2. Although the number of countries per economist has declined from
3.6in 1990 to 2.0 in 1992, not all the newly recruited economists were fully operational until
recently, since almost all assumed duty towards the end of the first quarter of 1992. The

medium-term plan is to achieve a ratio of 1.5, so as to further enhance the quality of

economic work. - , \
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24.1.2.3 Action 3. The Fund will continue to improve the guidelines for country
performance assessment and country exposure. The guidelines for country performance are
being finalized for inclusion in the Operations Manual, while a paper on country exposure
will be presented to the Board before the end of 1992. Both documents will assist
Management to make further improvements in country programming. Beyond this, loan
portfolio risk assessment would supplement the contributions of EPCPs, sector policy papers

and post-evaluation findings in the country programming process.
Project Cycle Management

2.4.2 Directive: State Participants emphasized the need for:

- loan proposals to set out clearly their relationship with the EPCPs, sector policy
papers and post-evaluation findings;

- submission to the Board of Directors of Quarterly Operational Summaries and
project briefs at least three months before project presentation;

- strengthening loan supervision once a project has received funding; and

- implementing the project appraisal guidelines as presented in the Operations
Manual (Paras. 35,38).

2.4.2.1 Actions Taken

2.4.2.1.1 Action 1. All loan proposals are screened to ensure consistency with the
strategic policy objectives spelt out in the EPCPs as well as their conformity with sectoral
policy guidelines (see section 2.4.1 above). In each loan proposal, explanation is given as
to the relevance of the proposal to the policy objectives set out in the country programming

and sectoral policy documents.

2.4.2.1.2 Action 2. Quarterly Operational Summaries cohtaining information on all
projects are compiled on the basis of data provided by the Programming and Project

Departments; and are coordinated through weekly Coordination Committee meetings.

24213 Action 3. Project briefs are prepared regularly for the entire lending

programme period. These are updated from time to time and have formed the basis for the
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appraisal of new projects. These briefs, along with the Quarterly Operational Summaries,

are usually submitted to the Board three months in advance of presentation of the related

projects. |

. 24.2.14 Action4. A system of practices and procedures for the supervision of projects
once approved has been established and detailed in the Operations Manual. The system
provides guidelines for the planning and scheduling of principal supervision activities, and
of their management and reporting. This system is adhered to and has also proven useful
in fostering dialogue with borrowers. Along with these improvements, the terms of reference
for supervision missions have been tightened for improved effectiveness. Desk supervision
has become more rigorous with increased availability of telefax and improved telex facilities
which enable project managers to monitor projects in greater detail. Technical supervision
missions have been increased -- in most cases supervising more than one project at a time.
In 1991, 143 supervision missions were carried out, compared to 106 missions in 1990. By
mid-year, 1992, the number of supervision missions undertaken was more than half of that
undertaken in 1991. This reflects not simply the trend increase in operations, but also the
larger number of staff days per project devoted to supervision. In addition, Project Managers
are increasingly undertaking consultation missions to Bank Headquarters to discuss
disbursement and other matters relating to project implementation.
\ _

24215 Action 5. In accordance with the project appraisal guidelines in the Operations
Manual, appraisal missions are preceded by desk study of background documents including
Back-to-Office Reports from preparation missions, and the Preparation Reports themselves.
Internal and inter-departmental working groups are standard features in reviewing project
documents to ensure quality and conformity with relevant policies. The MPDE
(Methodology for Project Design and Evaluation) logframe approach is being used
increasingly to ensure structured analysis. This will become mandatory by the end of 1992.
Issues of WID, environment, poverty alleviation, private sector promotion, institutional and

‘managerial capacities are considered and, where appropriate, explicitly built into project

design.

2.42.1.6 Action 6. Additional loan officers and economists have been recruited to

increase follow-up and supervision missions in order to ensure smoother project
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implementation. At least two follow-up/launching missions are budgeted and actually
undertaken per country each year, for individual projects approved. For problem projects,
efforts have been made to field joint missions, usually involving staff of the Programmes,

Projects and Disbursement Departments.

2.4.2.1.7 Action 7. The Fund has endeavoured to give institutional support -- to assist
in project generation -- in cases where such capacity was low. Such cases include (see also

Box 2.1, presented earlier):

() Institutional support (FUA 2.7 million) to the Ministries of the
Economy and Finance, Smallholder Corporative Action, Economic
Development, and Planning and Cooperation, in Burkina Faso, to
assist in the creation of a special unit responsible for ex-ante and ex-
post evaluation of economic policies and development projects and
programmes.

(i) Institutional support (FUA 3.0 million) to the Ministry of Public
Works and Communications (Gambia) to improve the planning,
budgeting and management of transport sector investments; and to
evaluate the technical feasibility and economic viability of upgrading
the Essan-Faraferri section of the North Bank Road.

Special attention in this regard is given to the use of TAF to strengthen Project
Implementation Units and the economic ministries. Such support helps to ensure that project
viability in appraisal reports is based on soundly calculated economic and financial rate of
return. The Bank Group has increasingly moved to insist on positive real rate of interest to

ensure project cost recovery.
2422 Action To Be Taken

24221 Action 1. The Bank Group now has in place a system of guidelines and
procedures to ensure effective project cycle management. Staffing considerations aside,
Management’s principal concern in the immediate future will be to ensure greater application
of the existing guidelines and procedures. Related to this, Regional Offices’ should be

strengthened in order to assume a greater role in loan administration, in line with their
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recently revised and expanded terms of reference. Similarly, further steps should be taken
to institute the Project and Loan Management System (PALMS), as a principal mechanism

for project registration and monitoring.

Rule on Deferral of Consideration of Loans Proposals by the Board of Directors.

2.4.3 Directive: State Participants invited the Board to "adopt a rule of practice ... to allow an
automatic deferral to the next regularly scheduled Board meeting provided it does not take
place within the next four weeks" and which would "enable two Directors to defer
consideration of any loan proposal in respect of which they cite specific reasons of a
technical or economic nature, for a period not exceeding three months; provided that the
total period of deferral resulting from the use of these two procedures should not exceed
three months in respect of any loan proposal” (Para. 40).

2.43.1 Application of the Rule.

2.43.1.1 This rule has been adhered to and applied only in the case of 2 of the ADE-VI
projects submitted to the Board of Directors by June, 1992.

Rule on the Extension of the Period for Circulation of Project Documents from 21 to 28
Days prior to Consideration of the Project by the Board.

2.4.4 Directive:  State Participants expressed appreciation of the steps taken by the Board to
reform its Rules of Procedure, including the proposal to extend the period for circulation
of project documents before a Board meeting from 21 to 28 days (Para. 40).

|

2.4.4.1 Action Taken

244.1.1 Action 1. Members of the Board discussed this matter and arrived at a
consensus that, effective January Ist, 1992, the period for circulation of project documents,
in particular appraisal reports, terms of reference for feasibility studies and TAF memoranda,

would be extended to 28 days. "The decision has been put into practice.
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B. FINANCIAL ISSUES
2.5 ADB/ADF Cost-Sharing
25.1 Directive: Deputies proposed and recommended that the cost-sharing formula be amended

to directly take into account the volume of annual commitments of the Fund, as a
proportion of the total Bank Group commitments. It was agreed that the fair value of the
Fund’s share of Bank Group expenditures during the replenishment period, be computed
as the average (i.e. 50 per cent) of the cost-share obtained by applying the existing Jormula
which is based on the number of project loans approved, and the number of loans under
execution and being repaid, and the cost-share obtained by apportioning expenditures using
the same formula, based instead on the volume of project loans approved, and the volume
of loans under execution and being repaid (Para.43).

2.5.1.1 Actions Taken

2.5.1.1.1 Action 1. The Fund’s share of the Bank Group expenditures calculated on the
basis of the formula adopted under ADF-V, decreased from 62.9 per cent in 1990 to 59.5
per cent in 1991. Under the proposed ADE-VI cost-sharing formula, the Fund’s share of
expenditure in 1991 would have been about 48 per cent, thus leading to a corresponding

reduction in the Fund’s share of Bank Group costs. During the discussion of the Bank Group
budget for 1992, the Board of Directors decided that the proposal made during the ADF-VI
replenishment negotiations to reduce the Fund's share in the Bank Group’s administrative
expenses was subject to consideration by the ADB Board and that for the purpose of the 1992
budget, the ADB would maintain the ADF-V cost-sharing formula. The Boards will review
the situation in the context of the 1993 budget discussions, to determine if the revised

formula should be applied.

2.5.1.1.2 Action2. In September 1991, Management prepared, at the request of the Board,
a memorandum on the Fund’s financial condition entitled “An Analysis of the ADF’s
Financial Results and the Impact on Them of the Fund’s Liquidity and Exchange Rate
Policies". This paper was discussed by the Finance Committee on 29 October 1991. The
document attributed the net losses of ADF to the Fund’s share of Bank Group costs, non-
accrual of income and loan loss provisions and the relatively low level of liquidity which in
turn generated only a modest level of investment income. The Board of Directors’.expressed
concern over the Fund’s financial condition, and requested Management to prepare another

detailed document on the Fund’s finances, while making recommendations on possible
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measures to avoid a further deterioration in the Fund’s financial condition. In 1992,
Management therefore prepared a memorandum entitled "A Review of the ADF’s Financial
Policies and Performance and the Impact on Them of the Fund’s Liquidity and Exchange
Rate Policies". This memorandum will be discussed by the Board of Directors in October
1992. The document reviews the Fund’s financial condition and analyzes the impact on
future net income of measures such as an increase in the Fund’s lending rate or fees and the
level of liquidity. The document also discusses the potential impact in future years of

revisions to the formula for calculating the management fee payments by the Fund.

2.6 Fund Liquidity Level

2.6.1 Directive: In recognition of the low levels of liquidity agreed to during ADF-V replenishment,
the Deputies agreed to increase the Fund’s liquidity level to a maximum of FUA 400 million by
the end of June 1992, and 1o review this matter further during the proposed Mid-Term Review

(Para. 44).
2.6.1.1 Action Taken

2.6.1.1.1 Action 1. In preparing the 1992 note encashment schedule, Management took
into consideration the increase in liquidity approved for ADF-VI. As at 31 December 1991,
the Fund’s liquidity stood at FUA 335.05 million (1990: FUA 319.91 million), or 4.3 per
cent below the liquidity ceiling of FUA 350 million decided during ADF-V consultations.
As at 30 June 1992, the Fund’s liquidity amounted to FUA 408.00 million, or 2.0 per cent
above that agreed to during ADF-VI consultations. The average liquidity level during the
first six months of 1992 was FUA 371.53 million. Management projects that with the
encashment of the remaining notes during 1992, the Fund’s liquidity will be maintained at
the FUA 400 million level. It should be noted that Management prepares monthly cash flow
projections and constantly monitors the liquidity level of the Fund, in the light of any
substantial changes to disbursement forecasts. As in the past, any excess liquidity over and
above what is required for disbursements is invested in short-term instruments principally to
generate income to cover the Fund’s expenses. For the first half of 1992, investment income
is estimated at FUA 16.78 million, compared to FUA 14.38 million for the same period in
1991. The 1992 figure is 10.47 per cent above the budget estimate.
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2.7 Fund Drawdown System

2.7.1 Directive: Deputies recommended that the drawdown system under ADF-V whereby the burden
share of encashments was based on the balance of unencashed notes, should be revised to
Strengthen the commitment authority of the Fund. It was agreed that, under ADF-VI, the
encashmeni of notes for each successive drawndown installment should be pro-rata, in current
FUA, 1o the relative percentage shares assigned to each State Participant in the respective
replenishments from which notes are being encashed (Para. 45).

2.7.1.1 Action Taken

2.7.1.1.1 Action 1. In drawing up the 1992 schedule of encashments, Management applied
the Real Value Drawdown System, discussed and agreed to during the ADF-VI discussions,
under which the encashment burden is determined on the basis of the actual burden share of
each State Participant in the various replenishments. Prior to this, the encashment burden

share was based on the proportion of each participants’ balance of unencashed notes.

2.8 Alignment of the Fund Unit of Account (FUA) with the Bank Unit of Account
(BUA)
2.8.1 Directive: Deputies considered that there might be practical advantages in aligning the FUA

with the BUA, and requested Management to examine the issue and present its conclusions to
the Board of Directors (Para. 46).

2.8.1.1 Action Taken

2.8.1.1.1 Action 1. During February 1992, Management prepared a Board document
ADF/BD/WP/92/08 : "Adoption of a New Fund Unit of Account” which was considered and
approved by the Board of Directors in June 1992. The document points out that the adoption
of a new Unit of Account will not have any adverse effect on the financial policies and
practices of the Fund, and hence no transitional arrangements are required before an
alignment of the FUA and BUA is implemented. The realignment is expected to harmonise
and standardise the financial data of the Bank Group, and thus facilitate performance
analysis. -In addition, it will make it easier for State Participants to verify the calculation of
their encashment obligations by a direct reference to the SDR, whose value is the same as

the BUA. In approving the document, the Board requested Management to submit to the

Governors of the Fund, for adoption by postal vote, the draft resolution amending the
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provisions of Article 1 of the Agreement establishing the Fund, which defines the Fund’s
Unit of Account. As directed by the Board, the adoption of the new Unit of Account for the

Fund will become effective by 31 December 1992.

C. STAFFING IMPLICATIONS |
|
2.9 Recruitment of Additional Staff for tl;e New Initiatives
|
2.9.1 Directive: State Parﬁcipantg reviewed the staffing implications of ADF-VI and recognized

that additional staff resources would be required to meet ADF-VI operational objectives in
the priority areas: country programming, agriculture (including forestry), poverty
alleviation, population, women in development and environment. Where possible, additional
staffing needs should be met through the Bank’s continued redeployment programme (Para.

42).
2.9.1.1 Actions Taken
2.9.1.1.1 Action 1. To meet the additional staff resource needs for the new initiatives,

the number of authorized positions was increased from the 1990 levels by 26 per cent in
country programming; 13 per cent in the agriculture and rural development sector; and 35
per cent in the social and related areas (poverty alleviation, population, women in
development and environment). In responding to this, among the actions undertaken were
(i) advertising in key newspaper publications in member countries; (ii) launching a number
of recruitment missions in member countries with inadequate staff representation; and (iii)
giving priority to female candidates, as well as, candidates from under-represented countries.
As a result, over 25,000 applications were received; and they were subjected to rigorous
screening and selection procedures designed to identify the most qualified and suitable
candidates. In all this, the Bank was able to realize significant increases in the number of
staff from countries with inadequate representation, particularly the non-regional member
countries whose representation had increased by 62 per cent by the end of 1991. Similarly,
the number of female professionals in the Bank increased by 56 per cent during the same
period. ‘These recruitment actions to attract qualified candidates to fill the authorized
positions, including vacancies resulting from staff turnover, were, on the whole, -successful;
and, as a result, a total of 57 experts were recruited for the priority areas by the end of

1991, while 15 other experts are expected to be recruited by November 1992 (see Table
2.11). |
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29.1.1.2 Action 2. Efforts made to meet, through redeployment, some of the additional
staffing needs of the priority areas had limited results, primarily because the Bank Group’s
existing staff complement does not contain sufficient numbers of staff with the types of skills
required to achieve the operational objectives of the new initiatives in areas such as the
environment, population and poverty alleviation. Management will, however, continue to use

redeployment whenever possible to meet increased staff requirements,
2.10 Stabilizing the Number of Staff Positions

2.10.1 Directive: State Participants welcomed Management’s objective of stabilizing the number
of Bank positions by the end of the ADF-VI period and urged them to undertake
recruitment actions fto obtain staff resources not available within the existing staff
complement or due to creation of new positions, and to carry out recruitment actions in
accordance with procedures designed to attract qualified candidates from both regional and
non-regional members of the Bank Group (Para. 42).

2.10.1.1 Action Taken

2.10.1.1.1  Action 1. Stabilization of staff positions is maintained when the pace of
recruitment is congruent with the growth of operations.  Stabilization of Bank positions is
an objective which can be best achieved when an equilibrium is established between the
factors that tend to increase staff and those that tend to decrease it. In the case of the Bank
Group, the need to improve project quality, while meeting the staffing requirements of new
programmes and initiatives, will tend to increase the number of staff needed to meet the
necessary operational objectives. On the other hand, redeployment actions, the use of modern
information technologies and the introduction and effective utilization of improved
management systems will tend to decrease staff, particularly in the support category.
Management has taken certain steps towards meeting the stabilization objective, these
include: meeting certain staffing needs through redeployment actions and freezing staffing
growth in 1993, 1t is, however, becoming evident that stabilization may be somewhat
constrained because: (i) the operational objectives set out in the FYOP.3, including
expanding the activities of the Private Sector Unit and strengthening the activites relating to
the social ‘sector, including poverty alleviation and population issues, call for net additional
staff resources which cannot be fully met through redeployment; and (ii) the expected impact

of the use of automated systems on staffing needs, particularly in finance and administrative
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areas will not be evident during the ADF-VI period. Management, however, appreciates the

importance of stabilizing staff positions and will continue to work towards its achievement,

possibly by the end of 1996. ]

D. CONCLUSION
2.11 A Recapitulation and The Road Forward
2.11.1 This chapter has reported on the Fund’s efforts in implementing the ADF-VI

directives related to three main areas of activity -- operations and development policy
(covering eligibility and allocations, lending operations; sectoral and inter-sectoral priorities,
and loan quality issues); financial issues; and the staffing implications arising from the ADF-
VI Report. Broadly speaking, as indicated throughout the chapter, progress has been made

in implementing a substantial number of the directives.
|

2.11.2 For instance, in the area of operations, with respect to loan quality issues,
EPCPs have been either prepared or updated; CSPs are being prepared for each country, as
part of perfomance assessment; the guidelines and procedures detailed in the Operations
Manual are increasingly being implemented; and the lessons drawn from previous Fund
operations are continually being incorporated into project design and implementation. With
regard to project cycle management, additional steps have been taken to ensure that loan
proposals reflect the policy objectives set out in the country programming and sectoral policy
documents; that Quarterly Operational Summaries and project briefs are prepared regularly
and submitted to the Board of Directors; that project appraisal guidelines detailed in the
Operations Manual are followed; and that project supervision expanded. With respect to
sectoral and inter-sectoral priorities, there has been a clear bias in Fund lending operations
towards the agricultural and social sectors. In the area of the environment the screening and
classification of projects have begun, as well as the processing of Environmental Impact
Assessments, the support for the Tropical Forestry Action Programme and initial work on
the Energy Sector Policy Paper. Action has also been taken with respect to the strategy on
women in development (WID), including the increased attention being given to gender issues

in development planning generally and, particularly, in women-specific projects. With

respect to financial matters, the issue of administrative cost sharing between the ADB and
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ADF was deferred by the Boards of Directors. The Fund liquidity’s level has been adjusted
in line with the recommended level of FUA 400 million. In drawing up the 1992 schedule
of note encashments, Management applied the Real Value Drawdown System, discussed and
agreed to during the ADF-VI consultations; and the Board has approved the alignment of the
Bank and Fund Units of Account. In the area of staffing, some progress has been made in
reaching the targets set for the priority areas of Fund activities. Recruitment activities aimed
at attracting qualified candidates from both regional and non-regional member countries have
been broadly successful, although it was not possible to meet the staffing requirements of the
new positions through the redeployment programme, largely because the required skills were
not readily available in the Bank’s staffing complement. This stabilization of staff positions
is recognized as an important objective; and Management will continue to work steadily

towards its achievement.

2.11.3 But, beyond a narrow interpretation of the directives, Management also views
as equally important, adhering to the spirit of the directives, as reflected in the course of the
ADF-VI consultations. Thus, for instance, much of the Fund’s lending has been in line with
the recommended sectoral allocations; and the projects for which Fund resources were
committed broadly reflect the bias towards activities with a poverty alleviation focus, and
more specifically, agriculture, basic health care and education, the environment and the role
of women. Similarly, while the current distribution of TAF resources between project
generation and institution building does not conform precisely to the recommended
distribution, TAF resources were, on the whole, biased in this direction. Even on the
environment, where the recommended staffing levels (8 by 1991, and eventually 15) have
not been achieved, the actions taken so far by Management demonstrate its sensitivity and
level of commitment on this issue. But there were some shortcomings. For instance, it has
not been possible to undertake the detailed formal evaluation of policy-based lending.

Similarly, there have been instances of slippage in the implementation of certain operational
guidelines. Critical, in Management’s view, is the need to develop mechanisms to ensure
that the objectives underlying the directives in areas where shortcomings are evident can be
attained in the remainder of the ADF-VI period. Management will exert systematic efforts
to rectify the shortcomings during the next 18 months so that an even more complete

adherence to the directives will have been achieved by the end of the ADF-VI period.
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2.11.4 This review exercise also provides the opportunity for a candid exchange
between Management and State Participants on difficulties encountered with the application
of certain directives -- all with a view to enhancing the overall performance of the Fund.
For instance, regarding country allocations for policy-based lending, it is not clear whether
the SO per cent rule applies to the initial indicative allocation, or the performance-adjusted
allocation. If the latter, then the degree of conformity to the 50 per cent rule can,
realistically, be determined only at the end of the replenishment period, when all allocations
would also have been finally determined. Similarly, in the area of finance, attention should
be drawn to the fact that, adhering to the recommended liquidity level of FUA 400 million
may unduly reduce the Fund’s ability to withstand the adverse effects of non-accruals and
loan loss provisions; and may compromise its ability to generate sufficient investment income
to cover its administrative expenses. Consideration needs also to be given to the effects of
the exchange losses on the Fund’s capital base and commitment capacity. Exchange losses
on subscriptions reduce the resource base of the Fund and, consequently, the resources
available for loan commitments, thus diluting the impact of the replenishment. In addition,
the Fund has suffered exchange losses arising from payment of subscriptions in currencies
which have considerably depreciated against the Unit of Account. Indeed, the position of the
Fund has been worsened by translation losses arising from the quarterly revaluation of its
assets and liabilities; and the impact of both the operating and exchange losses has been a
sharp reduction in reserves. It may also be recalled that at the conclusion of the ADF-VI
Consultations, a new trigger mechanism was put in place to govern the scheme of
subscriptions and payments under ADF-VI -- in order to minimize the incidence of delays
in depositing instruments of subscription and in releasing subscription tranches for
commitment purposes. It was expected that the level of the effectiveness trigger (40 per cent)
would be attained by 30 September, 1991. However, by that date, only 5 State Participants
had deposited instruments of subscription, representing 26.5 per cent of the total amount
pledged. It ultimately took some 13 months for the basic conditions of the effectiveness
trigger to be fulfilled, and 10 months for advance subscriptions trigger to be attained. The
resultant limitation of the Fund’s commitment capacity led to delays in the implementation

of approved projects and to increased costs to borrowing countries. State Participants may,

therefore, wish to review current arrangements in the context of the forthcoming

consultations on ADF-VII.
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2.11.5 However, notwithstanding these difficulties -- which, over time, can certainly
be resolved -- for the future, the goal of Management is to build on the advances already
made, following both the letter and spirit of the directives, to assist the Fund in the richer
attainment of its goals. Thus, for instance, to maintain the momentum attained at mid-term,
the implementation of the Action Programme on Poverty Alleviation must be a top priority
and will require special effort on the part of Management such that actual lending operations
and monitoring procedures facilitate the achievement of the goals set forth in APPA.
Similarly, the formal assessment of policy-based lending needs to be completed; and efforts
need to be undertaken such that staffing recommendations, particularly those related to work
on environmental issues, are met. Management will need also to work with other agencies,
as necessary, in refining its approaches to performance assessment; and prepare
comprehensive studies on issues such as country exposure and loan portfolio risk. Finally,
the advances that have been made in several areas -- the environment, women in
development, population, and other areas -- would need to be strengthened for greater
development impact. Taken altogether, it is clear that, in spite of some shortcomings, the
Fund has performed well in the past eighteen months; it is ready to continue on the path it
has begun and to face the challenges for the remainder of the ADF-VI period and into the
rest of the 1990s. The following chapter presents some indications of the resources that
would be required to meet these challenges, in the context of a significantly enhanced role

for the Fund in Africa’s development efforts.
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CHAPTER 3
: |
AFRICA’S EXTERNAL CONCESSIONAL RESOURCE REQUIREMENTS
AND ENHANCING THE ROLE OF THE FUND

|
\
3.0 Introduction

3.0.1 In the preceding chapter, an assessment was made of the Fund’s performance in
responding to the directives outlined in the final ADF-VI Report; and, it was demonstrated
that, on balance, the Fund has made some important advances during the past year and a
half. But it should also be said that adherence to the directives ought appropriately to be seen
in the broader African development context. For, however well the Fund has performed in
following the directives, Management’s ultimate concern rests fundamentally on the Fund’s
effectiveness in assisting with the development process in the poorer countries of Africa. The
volume and quality of such assistance will, in the foreseeable future, continue to be of critical
importance for the countries themselves, for the Fund, and even for other donor agencies.
This conclusion follows from the solid international consensus that has for some time now
emerged on the broad scope of the current development agenda for Africa, summarized under
the general rubric of restoring economic growth and laying the foundations for longer term
human development; and which calls for focussed action in specific areas such as the
environment; the role of women in the development process; and broadly based initiatives
on poverty alleviation. The success and effectiveness of the Fund in meeting these challenges
would, in turn, depend both on the quality of its interventions and the volume of resources
that it brings to bear on such interventions. Thus, against the background of the Fund’s
achievements at mid-term, and bearing in mind those areas identified for sustained follow-up
action during the remainder of the ADF-VI period and beyond, this chapter reflects on the
broad question of Africa’s external resource requirements; the increasing importance that
must be attached to concessional resources in helping to satisfy these overall resource needs;

and the special role envisaged for the Fund in mobilizing concessional resources to assist in

Africa’s current development efforts.
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3.1 The Resources Question and the Case for Enhanced Fund Engagement
During ADF-VII

3.1.1 In the light of the ongoing economic difficulties in many African countries and
the urgent requirement that the Continent returns to a path of sustained growth and
development, significant external resources will continue to be needed to supplement
domestic savings efforts and to reinforce productivity enhancements resulting from the more
efficient use of available human and physical resources. The actual volume of external
Tesources required will naturally depend on the complex interplay of various economic and
non-economic factors -- such as the broad public policy framework; some estimate of a
reasonable and sustainable rate of real economic growth; the efficiency of the actual
investments undertaken; other factors, such as demographic trends, urban-rural migration
flows, changes in consumption patterns, and, not to mention, those numerous imponderables
which can easily invalidate even the most rigorously derived estimates. The essential point
is that any estimate of the external resources deemed adequate to respond to Africa’s current
development needs is, by definition, conditioned on a set of assumptions, the precise realism

of which can be determined only ex post.

3.1.2 In considering this fundamental resource question, the document, The African
Development Bank Group in the 1990s: Operational Programme For the Period 1992-96,
and Beyond, provides a useful point of reference. In this document, it is estimated that, to
achieve an average rate of real economic growth of 5 per cent, Africa’s total external
resource requirements would average about $55 billion annually during the 1992-96 period,
rising to about $67 billion in the next five-year period. Thus, over the period 1992-2001 as
a whole, annual external resource requirements are estimated to average about $61 billion.
It is indicated further that, given the current economic circumstances in many borrowing
member countries, the bulk of these resources (some 80 per cent) would need to be met from
various concessional sources, with the remaining 20 per cent from non-concessional sources
-- a distribution which follows the broad pattern of recent external resource flows to the
Continent. These estimates, not surprisingly, confirm that Africa’s resource needs are
substantial -- given the simultaneous imperatives of recoverfng the economic losses of the
past decade; of increasing the volume and rate of investment spending; of restoring and

sustaining reasonable rates of economic growth; and of coping with the challenges driven by

the international concensus on the short- and long-term development agenda.
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3.1.3 Moreover, the Bank Group’s estimates cited above are broadly consistent with
other independently derived estimates of the Continent’s resource needs -- by, for instance,
the World Bank and the United Nations. It will be recalled that, making similar broad policy
and other assumptions as those made by the Bank Group, but with an initial real GDP growth
rate of 4 per cent, rising to 5 per cent by the end of the decade, roughly similar estimates
of the resource needs of Africa as a whole -- a figure of $56 billion annually over the next
ten years -- can be derived from the World Bank’s projections. Similarly, the United Nations
has estimated that, excluding "further significant reductions in external debt service”, net
Official Development Assistance (ODA) of $30 billion -- largely concessional in nature and
destined mainly to low-income Africa -- would be required in 1992. It was argued further
that this amount should grow thereafter, in real terms, at an annual rate of 4 per cent.
Converting these amounts into gross flows, and with concessional ODA flows accounting
roughly for 80 per cent of total flows, this U.N. estimate translates into average annual
requirements of almost $56 billion, in current dollars. If further significant debt relief is

forthcoming, and in the orders of magnitude implied by the United Nations, then the annual

resource requirements could rise to some $63 billion.

3.14 Given these various estimates, annual resource flows of roughly $60 billion
will be required to satisfy the Continent’s minimum financing needs over the next ten years.
And of this amount, it was argued that the Bank Group’s possible contribution in terms of
non-concessional resources could be in the order of UA 2.35 billion annually. The butk (80
per cent) of these global resource flows, however, would need to continue to come from
concessional sources, given the difficult economic situation in many low-income regional
member countries; the need to reduce the burdens of servicing external debt; and
simultaneously, the need to increase opportunities for resource blending.
| |

3.1.5 Thus, noting that concessional lending by the Bank Group accounted for
slightly over 35 per cent of total Bank Group commitments during the FYOP.2 period, it was
also indicated that if the opportunities for significant economic and social progress in
low-income Africa are to be seized, the ratio of concessional to total Bank Group lending
should rise, calling for annual commitments of concessional resources averaging about FUA

1.5 billion. This would be consistent with the view that resource flows to Africa should, as
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much as possible, be on concessional terms. Beyond this, the envisaged concessional
contributions reflected the view that the Bank Group should progressively occupy a place of
greater prominence in mobilizing resources for development in Africa; and it was
conservatively assumed that, by the end of the decade, the Bank Group would contribute
concessional resources amounting to slightly more than 2 per cent of Africa’s total resource

requirements.

3.1.6 Notwithstanding these essentially demand-driven estimates of the Continent’s
resource needs, and taking into consideration the Bank Group’s current operational priorities,
as well as the need of regional member countries to stabilize their economies through current
reform and adjustment efforts, a level of Bank lending of UA 8.2 billion -- zero real growth,
and lower than that implied by the estimates of resource requirements -- was proposed for
the 1992-96 period. This level of lending was seen as possible, without compromising the
Bank Group’s commitment to Africa’s long term development agenda. It was emphasized,
however, that the proposed UA 8.2 billion non-concessional lending programme still fell
considerably short of estimated resource requirements; and would call for special efforts if
the overall external resource requirements of the Continent were to be adequately met. In this
respect, this proposed level of Bank lending is, to a large extent, conditioned on the
assumption of substantial (ADF) concessional resources over the next replenishment period,
which, in the context of new approaches to the blending of resources, may allow the Bank
Group, as a whole, to maintain its presence in, and offer some reasonable level of support
to, all its borrowing member contries. Thus, a Fund lending programme of approximately
FUA 5.8 billion was ultimately proposed for the five-year period 1992-96; and given the
known contributions to the Fund for the ADF-VI period, this implied a volume of lending

for the 1994-96 (ADF-VII) period of approximately FUA 4.0 billion.

3.1.7 This combined volume of non-concessional and concessional resources would
permit the Bank Group as a whole to assist borrowing countries in addressing, in a more
concerted fashion, several of the major consequences of the current economic difficulties,
including the visible deterioration in plant and equipment and in physical infrastructure.
Beyond this, it would allow for greater support for policy and other reforms, as countries
revitalize their economies and provide the basis for sustained growth. In essence, the

envisaged programme of activities would have as its major pillars, greater investments in
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reconstruction and rehabilitation; continued policy adjustment efforts, particularly those
incorporating strategies for regional trade expansion and integration; private sector
development; and broadly based poverty alleviation. The combined concessional and non-

concessional resources of all Bank Group institutions would be brought to bear on these

issues. ;

|

3.1.8 With specific réference to the concessional resources of the Fund, these would
be directed primarily to the agricultural and social (health and education) sectors, reflecting
the explicit poverty alleviation focus for Fund resources. In agriculture, Fund resources
would contribute to the recovery of this sector by focusing its interventions in the production,
processing and marketing of food and export crops. In order to ensure sustained productivity
and better agro-industrial and export performance, particular emphasis would also be placed
on agricultural research, training, extension, marketing, distribution and the creation of
institutional capacities. Similarly, to ensure the long-term sustainability of the Continent’s
agriculture, support would also be provided in the form of programmes for the conservation
of natural resources and for their sustainable utilization. Interventions in the health sector
would focus on strengthening the human and institutional capacities to plan and administer
health services and programmes, including, in particular, those related to communicable
disease control; the procurement and distribution of essential drugs; health care delivery;
population policy; and nutrition. Special emphasis will be placed on mother and child health,
with a view to reducing the high child morbidity and mortality rates prevalent in many
countries in Africa. In education, priority would be given to basic education, emphasizing
both primary and informal education; manpower development, emphasizing technical and
vocational training related to the important sectors of agriculture, animal husbandry, fisheries
and industry; and on institutional development, with a view to enhancing capacity for policy
formulation, as well as the planning and management of educational resources and
programmes. Women’s education will receive special attention, particularly in the areas of

basic education, and in technical, vocational and teacher training.

3.1.9 However, while the merits of this programming emphasis remain unchallenged
and the intended focus of Bank Group operations unaltered, in the light of the recent
decisions of the Board of Governors of the Bank on the recommended level of
non-concessional lending during the FYOP.3 period, the relative roles of the Bank and the
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Fund in implementing  the Operational Programme need to be revisited. Indeed,
Management s recent discussions with the Board of Directors and the Board of Governors,
and discussions among Members of the Boards themselves, regarding the Bank Group’s
Third Five-Year Operational Programme (FYOP.3), serve as a useful point of departure for
reflections on the resources available to the Fund and the place it will need to occupy in the
Bank Group’s overall operations in the years ahead. This is essential if the Bank Group is
‘0 maintain, as a minimum, its current place in Africa’s development efforts over this time-

frame.

3.1.10 Thus, as a precursor to the forthcoming consultations on the Seventh
Replenishment of the Resources of the African Development Fund and the ensuing
discussions on an adequate funding level for the ADF-VII period, several interrelated issues
will need to be addressed in determining the scope of Bank Group operations, and
particularly those of the Fund. First, there is need to reaffirm that the total volume of Bank
Group resources, concessional and non-concessional, indicated as necessary to implement the
approved programme of activities indicated for the FYOP.3 period, are but a minimum, if
the Bank Group is to occupy a meaningful role in Africa’s development efforts. Second,
there is need to consider the impact of the downward revision in non-concessional lending
on the scale and scope of overall Bank Group operations and on the adjustments to the
volume of concessional lending that may be necessary to ensure full programme integrity and
continuity. Third, consideration must also be given to the new areas of Fund involvement in
the near future and the implications which such required interventions may have for the
adequacy of available Fund resources. Finally, there is need to address the fundamental
question as to whether the Fund has the technical and administrative capacity to undertake
the engagements envisaged effectively, and with measurable impact on the development
process, especially in the poorer countries of the region. These are all critical questions that
need to be squarely addressed as part of the continuing process of evaluating the Fund’s

performance and of shaping views on suitable replenishment levels for the ADF-VII period.

3.1.11 To consider briefly the first of these questions, it is clear that the Bank Group
lending programme envisaged for the FYOP.3 period is a minimum, with zero real growth
envisaged for non-concessional lending. Indeed, the level of non-concessional resources

earlier proposed, entailed no increase in the Bank’s share of non-concessional resource flows
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to Africa, and required that other multilateral and bil‘ateral institutions participate more
actively in the region’s development efforts over the period. Beyond this, it needs also to
be said that this volume of resources would assist the Continent in achieving an annual rate
of per capita income growth of only 1 per cent. But, considering the sharp decline in
economic activity during the 1980s and continuing difficulties related to external
indebtedness, declining terms of trade and weak export earnings, a 1 per cent growth in real
per capita income, while an undoubtedly welcome movement in the right direction, does not
involve a fundamental amelioration in the economic and social condition of much of the
population of the Continent, unless sustained over a period of several years, even decades.
Indeed, current circumstances are such that, a rate of growth of this magnitude, would, over
a period of up to ten years, be barely sufficient to return the Continent to the real per capita
income levels that prevailed as far back as the early 1980s. The downward revision of non-
concessional lending during the FYOP.3 period would constrain investment levels unless it
is offset by the availability of increased concessional resources. Thus, the programme of
activities and level of overall lending proposed in the document referred to earlier are
realistically a minimum contribution that could be expected of the Bank Group, unless, of
course, additional resources from other sources are forthcoming or the rates of investment

and economic growth proposed for the Continent are to be reduced to even below the

minimum levels already envisaged.

|

3.1.12 Against the background of this assessment of the strategic importance of the
FYOP.3 programme of activities -- driven as it is by the international consensus on the
African development agenda -- this leads directly to consideration of the second question
raised above; and points clearly to the need to revisit the estimates of the level of
concessional resources required if the programmes outlined in the FYOP.3 document are to
be realized. It follows that additional concessional resources will be required to occupy a
more prominent place in overall Bank Group lending; and that the FUA 4.0 billion earlier
proposed could well fall short in meeting this requirement. As indicated earlier, it is certainly
the case that this would involve no diminution in the quality of the programmes undertaken
by the Fund; nor would it mean that the important advances made by the Fund so far during
the ADF-VI period would be irreversibly lost. Indeed, Fund programming would continue
to make important advances along the lines previously indicated. However, the moot

question is whether this level of Fund operations, even taking into account foreseeable
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efficiency gains, would not, with the scaling down of non-concessional tending, unduly
diminish the Bank Group’s place in Africa’s development efforts in the years ahead. What
should be a matter of concern is that this would be occuring at a time of continuing economic
difficulties in Africa; when more, not fewer, resources are needed to address these
difficulties; when those countries that have begun to show signs of a turnaround require
predictable and significant concessional resources if the recovery is to be sustained; when the
views of the international community have aiready converged on the need for substantially
enhanced external resource support; and when the Bank Group, as an African institution,

should be at the forefront of these efforts.

3.1.13 Beyond this, and reflecting on the third question, a FUA 4.0 billion level of
concessional resources would likely restrict the Fund’s operations only to its traditional areas
of interventions. It would mean, for instance, that new engagements emerging as a result of
the United Naticns Conference on the Environment and Development (UNCED) would be
minimal -- a situation that would undermine the important initial gains already made by the
Fund in addressing environmental issues; and severely limit its active participation in the
agenda of action recommended at UNCED. It would also impede progress in supporting
population programmes; and it would constrain the possibility that potential new approaches
to debt alleviation in the debt-distressed Category A countries, along the lines of the World
Bank’s Fifth Dimension Debt Reduction Facility. Similarly, it would not only significantly
restrict the scope for resource blending for Category A countries, but may also limit the
possibilities of exploring bolder avenues for resource blending for Category B and C
countries -- for instance on terms applying to loans from the Nigeria Trust Fund. Above all,
maintaining the FYOP.3 estimate of concessional lending, would unduly constrain the Fund’s
efforts towards deepening and enriching its programme of activities, building, as indicated

in Chapter 2, on the measured advances made so far in the ADF-VI period.

3.1.14 But in considering the resource question and a possible greater role for the
Fund in Bank Group operations, it is especially important to reflect on whether the Fund,
indeed the Bank Group as a whole, has the capacity to undertake this level of engagements.
Clearly, important advances have been made over the past years to strengthen  the Bank
Group’s capacity to undertake its assignments more effectively and efficiently -- and these

continue. The recent staff redeployment exercise; the recruitment of new staff to strengthen
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existing activities and to address new areas of operational emphasis; the introduction of staff
development and training programmes; internal administrative improvements, including the
continuing development of more effective management systems, have all meant that the
Institution as a whole has the capacity and experience to perform at the levels called for by
an enhanced lending programme. And beyond staffing and other administrative arrangements,
it is clear that operational advances already made in country programming; on loan quality
issues; on the project pipeline; and on overall guidelines and procedures, if vigourously
pursued and continuously enriched, will strengthen the Fund’s capacity to meet the challenges
ahead. Indeed, the advances outlined in Chapter 2 and the actions envisaged for the rest of
the ADF-VI period point clearly to the possibility of enhancing the role of the Fund as an
increasingly important vehicle for the transfer of concessional resources to Africa. It should
be also stressed that the Fund’s transfer of concessional resources to African countries could
be achieved by reducing the relatively high trigger level (of 40%) and by simplifying some
administrative procedures relating to deposit of subscription instruments. Both these stand
in the way of faster utilisation of Fund resources by borrowing countries.

3.2 Conclusion

3.2.1 To maintain that the external resources required by Africa to assist in its development
efforts are substantial, is not a matter of controversy. Nor is it a matter of dispute that, as
an African institution, the Bank Group needs to occupy a place of growing prominence in
the international efforts aimed at addressing Africa’s current difficulties. And in this, the
African Development Bank, with its non-concessional resources, and the African
Development Fund, with concessional resources at its disposal, are the two key agents. With
the level of non-concessional lending to the end of the ADF-VII period known with
reasonable certainty, two questions emerge as paramount. The first question relates to the
level of lending which the Bank should reasonably undertake -- and this has already been
indicated in the context of discussions on the Third Five-Year Operational Programme. The
second question relates to the volume of concessional Fund resources that would be needed
to supplement the non-concessional resources of the Bank, if the envisaged programme of
activities of the Bank Group is to be maintained, as it should. In these circuinstances,
therefore, it is clear that a serious assessment of the concessional resources available to the

Bank Group is called for. All things considered -- the development challenges ahead; the
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absorptive capacity of borrowing countries; the minimum scale of Bank Group operations
deemed reasonable; the steady operational advances made by the Fund; its demonstrated
capacity to undertake a larger volume of lending; and, not least of all, the shortfalls in non-
concessional resources -- it is Management’s view that the forthcoming replenishment of the
resources of the Fund should be significant and substantial. However, Management is also
aware that the level of concessional resources actually mobilized would, of course, ultimately
depend on the willingness and capacity of ADF State Participants to replenish the resources
of the Fund to a level adequate enough to attain the goals identified above, and shared

equally by both Management and the State Participants.
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TABLE 2.1

COUNTRY CATEGORIES AND 1989 PER CAPITA GNP (SUS)

CATEGORY A CATEGORY B

1. Benin 380 1. Angola’ 620
2. Burkina Faso 310 2. Cape Verde 760
3.  Burundi 220 3. Congo 930
4. Cen. Af. Rep. 390 4. Cote d’Ivoire 790
5. Chad 190 5. Egypt 630
6. Comoros 460 : 6. Morocco 900
7. Djibouti 270* 7. Namibia 989**
8. Eq. Guuinea - 430 8. Scnegal 650
9. FEthiopia 120 9. Swaziland 900
10. Gambia 230 10. Zimbabwe 640
11. Ghana 380

12. Guinea 430 CATEGORY C

13.  Guinea Bissau 180

14. Kenya 380 1. Algeria 2170
15. Lesotho 470 2. Botswana 17334
16. Liberia 450* 3. Cameroon 1010
17. Madagascar : 230 4. Gabon 27717
18. Malawi 180 5. Libya 4854°**
19. Mali 260 6. Mauritius 1950
20. Mauritania 490 7. Seychelles 4170
21. Mozambique 80 8. Tunisia 1260
22. Niger 290

23. Nigeria 250

24. Rwanda 310

25. S.T. and Prin. 360

26. Sierra Leone 200
27. Somalia 170

28. Sudan 340* T
29. Tanzania 120

30. Togo ) 390 \

31. Uganda 250

32. Zaire 260 ‘
33. Zambia 390 ‘

Source:  The World Bank Atlas 1990, except for figures marked with an asterisk (*), which were communicated separately from
the World Bank.

b The figures for Namibia are still tentative; for this exercisc, a notional figure of US$989 has been used.
b ADB estimates.
Note: Throughout this section, all statistical tables arc numbered with reference to the corresponding chapter 2. All tables

therefore are designated as 2.x.
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TABLE 2.2

ADF-VI INDICATIVE COUNTRY ALLOCATIONS

\

) Population GNP Per ADF TAF
CATEGORY A Million) Capita Allocation . Allocation
(USS) (FUA million) (FUA million) .
1.  Benin 459 380.00 26.97 an
2. Burkina Faso 8.78 310.00 38.92 5.45
3. Burundi 5.30 220.00 41.70 ; 5.83
4. Central African Rep. 295 390.00 23.45 3.28
5. <Chad 554 190.00 47.18 6.60
6. Comores 0.46 460.00 16.09 2.25
7. Djibouti 041 270.00 ) 26.71 374
8.  Equatorial Guinea 034 430.00 16.93 2.37
9.  Ethiopia 48.86 120.00 139.09 19.46
10. Gambia 0.8s 230.00 32.05 4.48
11. Ghana 14.43 380.00 45.25 6.33
12. Guinea 5.55 430.00 26.61 372
13.  Guinea Bissau .96 180.00 40.72 5.70
14. Kenya 23.28 380.00 61.70 8.63
15. Lesotho 1.72 470.00 18.10 2.53
16. Liberia 2.48 450.00 20.18 2.82
17. Madagascar 11.17 230.00 51.22 7.17
18. Malawi 8.23 180.00 5422 759
19. Mali 821 260.00 42.21 591
20. Mauritania 195 490.00 17.92 2.51
21. Mozambique 15.36 ' 80.00 116.14 - 1625
22. Niger 7.48 290.00 38.06 533
23. Nigeria 113.67 250.00 139.09 19.46
24. Rwanda 6.89 310.00 35.41 4.95
25. Sao Tome & Principe  0.12 360.00 : 19.69 275
26. Sierra Leone 4.04 200.00 42.55 595
27. Somalia 6.09 170.00 52.54 7.35
28.  Sudan 24.42 340.00 65.99 9.23
29. Tanzania 25.63 120.00 106.02 : 14.83
30. Togo o 3.51° _ 390.00 24.49 3.43
31. Uganda 16.77 250.00 59.19 8.28
32, Zaire . 3444 260.00 90.95 12.73
33. Zambia 7.84 390.00 32.54 4.55

TOTAL CATEGORY A 422.32 1609.87 225.28
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TABLE 2.2 (Contd.)

ADF-V] INDICATIVE COUNTRY ALLOCATIONS

Population GNP Per Capita ADF Allocation TAF Allocation

CATEGORY B (Million) (US%) (FUA million) (FUA million)
1. Angola 9.69 620.00 18.49 3.29

2. Cape Verde 0.37 760.00 : 10.06 1.79

3. Congo 221 930.00 9.49 1.69

4. Cote d’Ivoire 11.71 790.00 17.24 3.07

5. FEgypt 53.08 630.00 ' 4721 839

6. Morocco 24.57 900.00 24.66 438

7. Namibia 1.60 989.00 8.61 153

8. Senegal 721 650.00 16.28 2.89

9. Swaziland 0.79 90000 8.81 157

10. Zimbabwe 9.57 640.00 18.03 321
TOTAL CATEGORY B  120.80 178.88 31.80

Notes: The computations are based on the following assumptions: i) Replenishment FUA 2,650 million; ii) Technical Assistance Fund
10 per cent; iii) 22.50 per cent unallocated for Policy-Based Lending; iv) 90 per cent of remaining resources allocated to Category
A countries; v) 10 per cent remaining resources allocated to Category B countries; vi) Popuiation 45 per cent; vii) Per Capita
Income 55 per cent (these are all based on 1989 data for GNP and Population); viii) Namibia is treated "as if” it were Category
B and a notional GNP per capital of US$989 is used; xi) TAF allocations calculated on same methodology with 85 per cent of TAF
resources allocated 1o Category A and 12 per cent allocated to Category B. The 3 per cent for Category C has not been allocated

by country.
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TABLE 2.3

ADF-VI RESOURCE UTILIZATION BY COUNTRY CATEGORY, JANUARY 1991 TO JUNE 1992

Category ADF Projects
Amount %
A T 999.06 942
B 62.05 58
C 0.00 00
Sub-total 1061.11  100.0
Multinational 46.35
Total 1107.46

LENDING INSTRUMENT

Specific Investments
Lines of Credit

Sub-Total
 Policy-Based Lending

~ ‘Bectoral Adjustment
Structural Adjustment

Sub-Total

ADF-VI LOAN AND GRANT

1991

572.76
22.00

594.76

12.00
179.00

191.00

Techanical Assistance Operations

Project Cycle Operations

Institutional Building
Sub-Total

Grand Total

* To June 30, 1992.

56.00
37.14

93.14

878.90

(FUA miiiion)

j
TAF TAF

Project Institution

Preparation Building
60.24 31.30
2.79 7.56
3.10 043
66.13 39.29
9.78 3.70
75.91 42.99

TABLE 2.4 "

\

65.2

- 25

67.7

14 -
‘204

21.7

6.4
42

10.6

- 100.0

19924

2743
0.00

274.7

8.00
39.00

47.00

19.90
5.85

25.75

34745

79.1
0.0

79.1

23
11.2

13.5

5.7
17

74

100.0

Total TAF

Amount %
91.54 86.8
1035 9.8
353 34

105.41 100.0
13.48

118.89

APPROVALS BY LEND]NG INSTRUMENT
(FUA million)

TOTAL

847.46

22.00

869.46

20.00 -
218.00

238.00

75.90
42.99

118.89

1226.35

69:1
1.7

709

16

178 -

19.4

6.1
35

9.7

100.0

Grand Total
Amount %
1109059 935
72.40 6.2
>3.53 03
1166.52 100
59.83
1226.35
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TABLE 2.5

BANK LOAN COMMITMENTS TO CATEGORY A COUNT: RIES, JANUARY 1991 TO JUNE 1992

Country

Kenya
Malawi
Uganda
Zambia
Multi (Tanzania/Zambia)
Guinea
Mali
Tanzania
Lesotho
Nigeria
Sudan

(BUA/FUA Million)

ADB ADF No.Loans No.Blends SPA member
12 12 1 1 yes
15 12 1 1 yes
15 20 1 1 yes
10 10 1 1 yes
15 20.6 1 1 yes
41.50 4] 2 0 yes
12 0 1 0 yes
10 20 1 1 yes

8.26 0 1 0 no

310.1 146 4 3 no

28 ] 1 0 no
TABLE 2.6

NON-CONCESSIONAL LOANS TO CATEGORY A COUNTRIES

Country

Kenya (1991)

Malawi (1991)

Uganda (1991)

Zambia (1991)

Multi-sector (Tanzania-Zambia)
(1991)

halt ok i o

Guinea (1992)
Mali (1992)
Tanzania (1992)
Lesotho (1992)
Sudan (1992)
Guinea (1992)

-0 0%

[

(EXCLUDING NIGERIA)

loan

Agricultural Sector Adjustment
Telecommuanications.

Owen Falls Power

Small-scale Enterprises

Tazara Landslide

Electricity

Line of Credit to the BMDC
Telecommmunications
Ceramics and Wall Tiles
Agric Rehabilitation 11
Shrimp Farming

Amount

BUA 12 million + FUA 12 million
BUA 15 million + FUA 12 million
BUA 15 million + FUA 20 million
BUA 10 million + FUA 10 million
BUA S million + FUA 20.60 million

BUA 11.5 million. Not blended
BUA 12 million. Not blended
BUA 10 million + FUA 20 milfion
BUA 8.26 million. Not Blended
BUA 28 million. Not blended
BUA 30 million. Not blended
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TABLE 2.7

ADF-VI LOAN COMMITMENTS
JANUARY 1991 TO JUNE 1992

Average
Country Commitment
Category Performance FUA mill.)
A Core or Weak 0.00
Satisfactory 21.16
Strong 48.97
B Core or Weak 225
Satisfactory 891
Strong 5.48

* Includes PBL operations. . \

SPENAUA LN N

—
[

13.

—
&

|

TABLE 2.8

Proportion of Average
Allocation*(%)

0
66
97

12
66
34

LIST OF REGIONAL MEMBER COUNTRIES PARTICIPATING IN
THE SPECIAL PROGRAMME OF ASSISTANCE (SPA) FOR AFRICA

Benin 15.
Burkina Faso 16.
Burundi 17.
Central African Rep. 18.
Chad 19.
Comoros 20.
Equatorial Guinea 21.
Gambia 22.
Ghana 23.
Guinea 24.
Guinca Bissau ) . 25.
Kenya 26.
Madagascar 27.
Malawi . 28.

Mali
Mauritania
Mozambique
Niger
Rwanda

Sao Tome and Principe
Senegal
Sterra Leone
Somalia
Tanzania
Togo
Uganda
Zaire
Zambia
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Table 2.9

ADF-VI ALLOCATIONS FOR POLICY-BASED LOANS
JANUARY 1991 TO JUNE 1992

(FUA million)
Country Basic ADF-VI  TAF Total Policy-Based Loan Total Percentage
Allocation Allocation 1991 1992
CATEGORY A (1991-1993) (1991-92) (2)(1)
1) @

1. BENIN® 26.97 3.77 30.74 15.00 - 15.00 56.6
2. BURKINA FASO 3892 5.45 44.37 15.00 - 15.00 385
3. BURUNDI 41.70 583 47.53 8.50 - 8.50 204
4. CENT. AFR. REP.* 2345 328 26.73 15.00 - 15.00 64.0
5. CHAD 47.18 6.60 53.78 - - - -
6. COMOROS* 16.09 225 18.34 8.50 - 8.50 528
7. DIIBOUTI 26.71 3.74 30.45 - - - -
8. EQ.GUINEA* 16.93 2.37 19.30 - 9.0 9.00 532
9. ETHIOPIA 139.09 19.46 158.55 - - - -
10. GAMBIA 32.08 4.48 36.53 - - - -
11. GHANA 45.25 6.33 51.58 20.00 - 20.00 442
12. GUINEA 26.61 372 30.33 - - - -
13. GUINEA BISSAU 4072 570 46.42 - - - -
14. KENYA 61.70 8.63 70.33 12.00 - 12.00 194
15. LESOTHO 18.10 253 20.63 - - - -
16. LIBERIA 2018 282 23.00 - - - -
17. MALI 4221 591 48.12 15.00 - 15.00 355
18. MADAGASCAR 5122 717 58.39 - - - -
19. MALAWI 5422 7.59 61.81 10.00 - 10.00 184
20. MAURITANIA® 17.92 2.51 20.43 15.00 - 15.00 83.7
21. MOZAMBIQUE 116.14 16.25 132.39 - - - -
22. NIGER 38.06 533 43.39 - - - -
23. NIGERIA 139.06 19.46 158.52 - - - -
24. RWANDA 3541 495 40.36 12.00 - 12.00 339
25. SAO TOME 19.69 2.75 22.44 - - - -
26. SIERRA LEONE 4255 5.95 48.50 - - - -
27. SOMALIA 52.54 7.35 59.89 - - - -
28. SUDAN 65.99 9.23 75.22 - - - -
29 TANZANIA 106.02 14.83 120.85 - 30.00 30.00 283
30. TOGO 24.49 343 27.92 - - - -
31. UGANDA 59.19 8.28 67.47 25.00 - 25.00 422
32. ZAIRE 90.95 12.73 103.68 - - - -
33. ZAMBIA * 32.54 4.55 37.09 2000 _ 20.00 61.5

SUB-TOTAL 1609.87 22523 1835.1 191.00  39.00 230.00
CATEGORY. B
1. ANGOLA 18.49 3.29. 21.78 - - - -
2. CAPE VERDE 10.06 1.79 11.85 - - - -
3. CONGO 9.49 1.69 11.18 - - . - -
4. COTEDIVOIRE 1724 3.07 20.31 - 8.00 8.00 46.4
5. EGYPT 47.21 8.39 55.60 - - - -
6. MOROCCO 24.66 4.38 29.04 - - - -
7. NAMIBIA 8.61 153 10.14 - - - -
8. SENEGAL 16.28 2.89 19.17 - - - -
9. SWAZILAND 881 1.57 10.38 - - - -
10. ZIMBABWE 18.03 3.21 21.24 - - -

TOTAL 1788.75 257.04 2045.79 191.00 47.00 238.00

Notes: (i) Total amount of PBL from January 1991 to June 1992 is FUA 258.00 miflion, representing 9.7 per cent of total ADF-VI
Replenishment Resources of FUA 2.65 billion; (i) "*" identifies countries programmed to have used ADF resources for PBL lending
in excess of 50 per cent of their indicative allocations.



Country

R e

47.
48.
49.
50.
51

Notes: TBD = To be determined

Algeria
Angola
Benin
Botswana
Burkina Faso
Burundi
Cameroun
Cape Verde
Cen. Af. Rep.
Chad
Comoros
Congo

Cote d’lvoire
Djibouti
Egypt

Eq. Guinea
Ethiopia
Gabon
Gambia
Ghana
Guineca
Guinea Bissaun
Kenya
Lesotho
Liberia
Libya
Madagascar
Malawi

Mali
Mauritania
Mauritus
Morocco
Mozambique
Namibia
Niger
Nigeria
Rwanda

Sao Tomé
Senegal
Seychelles
Sierra Leone
Somalia
Sudan
Swaziland
Tanzania
Togo
Tunisia
Uganda
Zaire
Zambia
Zimbabwe

STATUS REPORT ON ECONOMIC PROSPECTS AND
COUNTRY PROGRAMMING PAPERS (EPCPs) AND
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TABLE 2.10

COUNTRY STRATEGY PAPERS (CSPs)

- Date

Published

January 1992
New

December 1989
May 1990
November 1989
May 1989

New
September 1989
May 1989

Junc 1990

New

New

New

November 1991
July 1989
December 1988
October 1988
January 1991
November 1991
February 1992
November 1989
May 1990
March 1990
December 1988
New

New

August 1988
November 1989
December 1991
August 1988
November 1990
New

August 1988
New

August 1990
September 1989
May 1988
December 1989
May 1989

June 1991
November 1989
October 1988
New

November 1988
August 1987
October 1988
New

November 1989
May 1989

New

May 1991

EPCPs

Cycle

1991-93
1993-95
1989-91
1989-91
1989-91
1988-90
1993-95
1989-91
1989-91
1990-92
1993-95
1993-95
1993-95
1988-90:
1989-91
1989-91
1988-90
1990-92
1991-93
1991-93
1989-91
1990-92
1989-91
1988-90
TBD
TBD
1988-90
1988-90
1991-93
1988-90
1991-93
1993-95
1988-90
1993-95
1990-92
1989-91
1988-90
1989-91
1990-92
1990-92
1989-91
1988-90
1994-96
1988-90
1988-90
1993-95
1992-94
1988-90
1989-91
1993-95
1991-93

Expected
Revision/
Preparation

Current
1992
1993
1992
1992 .
1992
1992
1992
1992 -
Current
1992

£ 1993
1992
1992
1993
1992
1992

- Current

Current
Current
1993 -
Current
111992
1992
8D
TBD
1992
1992
Current
1992
Current
1992
1992
1992
Current
1992
1993
1992
Current
Current
1992
TBD
1993
1992
1992
1992
Current
1992
1993
1992
Current

CSPs

Date of
First Issue

1991
1992
1992
1991
1991
1991
1991
1992
1992
1992
1992
1991
1992
1992
1991
1992
1991
1992
1991
1991
1992
1992
1991
1991
1992
1992
1991
1991
1991
1991
1991
1992
1992
1992
1991
1991
1991
1992
1991
1992
1991
1991
1991
1992
1992
1992
1992
1991
1991
1991

1991



PRIORITY POSITIONS
Country Programming
(including Field Offices)

Loans Officers
Country Economists

Agriculture
Agronomists
Agricultural Economists
Forestry Experts

Public Health Experts
Education Experts
Livestock Expert
Womea in Development
WID Coordinators
Environment

Environmentalists
Population Experts

Poverty Alleviation

Sodial Policy Expert (CEPR)

Socio-Economist (SARD)

78

TABLE 2.11

RECRUITMENT FOR ADF-V] PRIORITY ACTIVITIES

RECRUITMENT ACTIONS: 1991-1992

Completed

14
16

WS

[N

Sociologist & Rural Development (NARD)

Total

Programmed

w N

2 (1 for CEPR)
1 (SARD)
1 (SARD)

2 (NARD & SARD)
1 (SARD)

3

15
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ANNEX B

COUNTRY PERFORMANCE ASSESSMENT INDICATORS

INTRODUCTION

A country performance assessment matrix has been developed to determine access to
ADF-VI resources. The process involves assessing the economic performance of each
country taking into account the ADF-VI criteria, enhanced by the experience of the ADB
Group and that of other institutions. The performance assessment matrix is divided into six
main components: macroeconomic management; poverty alleviation and growth with equity;

sustainable environment issues; Bank Group portfolio; institutional capacity; and other.

The elements in each component are assessed against given targets or objectiVes. The
weigh;ed average scoring determines the rating of a country as strong, satisfactory, weak or
core. One important feature of the performance assessment matrix is that it goes beyond
assessing the mere existence of policies to how the policies are being effectively
implemented. The objectivity of the assessment is preserved through consideration by an

interdepartmental working group and clearance by a Senior Management Committee.
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Macroeconomic Management

Real GDP Growth Rate %

Pop Growth Rate %

Gross Investment/GDP %

Fiscal Revenue/GDP %

Fiscal Deficit/GDP %

Money Supply Growth Rate %

Inflation Rate %

Real Interest rate (positive/negative or number)
Current account deficit/GDP %

Real effective exchange rate index ‘
Price Liberalization process (Yes/no or number)
Trade Liberalization process (Yes/no or number)
Existence of Adjust Programme (Yes/no)

Debt Service Ratio (actual/accrual) %

Total debt stock/GDP %

Poverty Alleviation and Growth with Equity

Existence of Effective Social Sector Policies
% Allocation to Social Sector
Recurrent Expenditure

Capital Expenditure

POLICIES/ PROGRAMMES
Agriculture and Food production
Population Programmes

Primary Health Care/basic education
Income generating opportunities/policy

Military expenditure/GDP %
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Sustainable Environment Issues

|
|
|
National environmental action plan, conservation or other policies in existence

Bank Group Portfolio

Loan Approvals (Cumulative)
Disbursements (Cumulative %) \
Loan Effective (av. months)
Bank Exposure %

Arrears to the Bank (BUA/FUA)
~ Months Under Sanction

Annual Repayment owed to ADB as % e‘xport
Project Performance - Outputs

Adherence to Bank procedures

Cost over/under runs '

Dialogue

* Institutional Capacity Planning

Public Service Management
Civil Service Reform process (Yes/no)

Level of Donor coordination
Other '

Governance
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ANNEX C

COUNTRY STRATEGY PAPERS (CSP) OUTLINE

Section 1: An Assessment of the Economic and Social Situation

Section 1 covers very briefly the country’s economic background and recent economic
performance, including, population, GDP and sectoral growth, and adjustment efforts. Key
problems, trends and programmes in place are also identified.  These include:
macroeconomic, structural and institutional problems, and related adjustment programmes
already in place, including a description of objectives, strategies, policies, and actions taken

or required within the short, medium or long-term.

Section 2: An Assessment of Growth Prospects and Resources

Section 2 examines the potential source of growth (depending on the country’s natural and
human resource base): agriculture, industry, mining, tourism, etc. It assesses the
implementation of policies identified above, the external environment, the average growth
rate in the medium term as well as the sectoral contributions to GDP growth. The resource

requirements for achieving the target growth rate is also discussed.

Section 3: Bank Group Operations and Exposure

This section deals with:

(1) Bank Group Operations;
(ii) Assessment of Country creditworthiness and exposure; and

(i11) Assessment of donor and host country coordination.
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Section 4: Recemmended Bank Strategy and Justification

The Section progposes the three year lending programme under four scenarios (as per ADF-VI
guidelines) and their implications for debt service and the Bank’s exposure. These are: high
or enhanced, if performance is very good; satisfactory, if performance is good; weak, if lesss
than adequate; and core. The report concludes with a recommendation for the assessed
scenarios, along with its justification based on the established performance criteria.

|

Section 5: Supporting Annexes

Information and data on the following are annexed to the report:

0] Social indicators of development with respect to human resources: income and
poverty, investment in human Capital;

(ii)  Key country indicators, including macroeconomic indicators, national accounts,
and external trade, balance of payments, external capital and debt, money and
credit, project arrears; and

|

(ili)  Risk exposure indicators.







