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a Proposals: PBA

Increase the minimum allocation up to UA 15 million

Share of the Minimum allocation in PBA Resources per
Population Quintile (ADF-12)

1. High dependence of 5563%

small population
countries

2. Constraints to
financing large
projects

21.22%

15.61%

5.44%

2.11%
1

1stQuintile  2nd Quintile  3rd Quintile  4th Quintile  5th Quintile

ADF

June 2013




Proposals: PBA

3. Unchanged minimum allocation 4. Eroding effect of inflation
Evolution of the PBA Envelope (UA million) Evolution of inflation (2002-2013)
4140 40% -
3893
3506 -
30% -
2 958
250 -
20% -
15% -
1390
10% -
5% -
w -—-———————————————
200 200 200 20 2002 2004 2006 2008 2010 2012(p)
ADF-9 ADE-10 ADE-11 ADE-12 = == = \\/orld === \\Orld Developing Countries
D PBA Allocation (Total) W Minimum Allocation (cumulative) = = =Airica ADF-eligible countries

ADF
June 2013



a Proposals: PBA

Add a CPIA cluster “E” and introduce the AIDI

/‘
Cluster E - o Infras.tr.ucture Dev. .and Reg. Integration
e Coefficient of 0,06 in the PBA formula
Performance
Component * No change to clusters A, B, Cand D
.  No change to weight of Governance and PPA

/‘

AIDI — Needs e Access to: Transport / Electricity / ICT / Water &
Sanitation
CompoRent | Exponent of -0.25 in the PBA formula

Enhancing policy dialogue with RMCs
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The Africa Infrastructure

1. Introduction

Infrastructere development 15 a key driver fior
progress acoss the African comtiment and a
critical erabler for productivity and susiainable
economic growth. B comirtbutes signifcantly
1o hreman development, poverty redudson, and
the attainmiend of the Millenriem Development
Ceoals (MDGs). The Africa Infrastructure
Ciountry [Hagnostc {ATCD) resolis show Uhal
investment in infrastructure socoemts for more
tham 50 percent of the recenl tmprovement in
emnomic growth in Affc, and that i1 has the
potential io achiewe even mone.

In spite of s enormous mineral and other naural
resomrces, Africa hias the lowest productivity of
amy region in theworld, and thisis largely attri-
utable 1o serious infrastructural shorcomings
acrms all the suhseclons: energy, waler, mmiation,
Iransporiation, and communictions Lechnology
The international commundty al the CE Summit

of 2005 pledgrd ggnificant sepport fior the infra-
siructmre secior. This was in recognition of the

facl that Africa’s weak physical Infrastrecture
ase was impeding the region’s progress loward
tmproreed Bving sandards, poverty redoclion,
domestic and intemational r=de and invesiment,

and sodally inchester GIF growth.

Becent reszarch bas also emphasted the cata-
hytic etfeds of infrastructure development. The
Commisson on Growth and Developmint's
Growth Report: Strategies for Sustatned Growth
and fmdushe Devalopmen! (2008} highlighted
infrastrocture investment as cuctal to baoth
structural transformation and expor diversii-
@bion. Siem (1591 showed how adeguate Infira-
strocture i esential for productivity and grosth,
indicating that iransport in particelar 1s a driver
of developmenl. In the e vein, the fmdings
of Anyame and Erhijakpor (2005 indicde that
read Infrasiruciere dgnificantly reduces poverty
in Africa Recent stodiesby Canning and Pedroni
(2008} and Fgert, Korkuk, and Sutherfand (2005)

Africam Development

Development Index (AIDI)

also confirm the posiitve corrdation betwasn
improeed infrastreciure and sconomic growth,

Dzspile robasl soonamic growth rbes of ovwr 5
percent per anmum oeer the past hen years, the
whorld Econtmmic Faenurelk Global Competitteness
Imder 2012-2073 confirms that Africa remains
the lzast competitive global region. Inadeguair
infrasirucinre is ciied as the thind most seroms
coretrainl Lo doing busines in the continent, afler
aoczss 1o finance and oomeption. This demon.-
sirairs the doee Enkage hebween infragrucre and
Lhe regions competitivenes. Moregver, the Alda

Frogress Pand, comiposed of soch disingmished
members & Kol Annan, Miche Camdesus and

Peier Bigen, has mnked infrastnucdoe deweop.
ment 25 2 key prionty for the advamcement of the
continent, and has wged the G20 keadership o
continue bo ghe 1 their bighest support.

It 15 againest this hackground thal the ATDH deved.
opiad the Africa Infrastruciure Development
Imdex {A120) b mordior the satus and progress
of infrastructure development aores the conlbi-
nent The first edition of this index was published
in April 2001 and the present bulletin extends
is mverage. The Infrastructere Index has now
heen updated and expanded 1o cover the period
3000 2010, This series of cleeratons was basd
o data collected under the Afric Infrastructore
Enowledge Program (AIEF), which is hosted
by the African Development Bank {see hilps

s infrastneciurealrica orgil, as well as on
olher data sourtes

The AIDI i based on four major mmponenbs:
(i} Tramsport: (1) Electridty, (i) 1T, and {iv}
"Waler B Sanilation. Thes: componenls are dis.
aggregaled inlo 9 indictors that have a direct or
indirect impad on productivity and economic
growth (see table helowl. Resulis for these ind.
caiors for 2003 3300 are provided a1 the end of
thes berief.

bl
iU

2- Afnca Infrastructure Development Index, Reglon Scoses and Rankings, 2000-2010
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a Proposals: PBA

The proposed new PBA formula will look like this:

(CPA (GN/p) 0125 Pl . @
CPA CPIA(ABC)I_ +0.58CPI4, +0.06 CPI4)+0.16 PPA

N

Like other MDBs, we seek to ensure a better alignment of
the PBA with our operational priorities, while preserving
its core principle:

- performance as bedrock of the system.

ADF
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MDBs_PBA_Formula.pdf

a Proposals: PBA

The package of those measures will result in:

Key elements of the formula remain unchanged: Governance,
quality of portfolio as well as Population and GNIpc

More comprehensive assessment of countries’ performance and
better alignment with Fund’s operational priorities

Broader and better dialogue on policies, institutions and
infrastructures needs with RMCs

More than two-thirds of PBA resources (67,02%) continue to go to
the top performing countries (16)

More PBA resources to countries with a low level of infrastructure

More PBA resources to countries with small population

Fragile states well represented among the 25 countries who see
their allocation increase
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a Proposals: Fragile States Facility

Objective:
o More flexibility and stronger responsiveness to emerging needs
o Sufficient resources for arrears clearance of eligible countries

o Address sources of fragility both at country and regional levels

The volume of ADF-13 resources required for the FSF will
range from UA 831 million to UA 902 million.

-Pillar I: UA 608 million - UA 678 million
-Estimated gap for Pillar II: UA 179.8 million
-Pillar 111: UA 44 million

ADF
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: Regional Operations Envelope

Use of FSF Pillar |
resources for
regional
operations

Differentiated
multiplier:

- 2 times for the
countries eligible
for FSF Pillar |

- 1.5 times for
other ADF
recipients

Explore

leveraging the
RO envelope for
policy reforms

For example,
implementing
program-based
operations that
combine the
hard and soft
aspects of
regional
integration

Exceptions to
cost-sharing for
countries with
small allocations

Countries with
small PBA
allocations will be
required to
contribute up to
10% of their PBA
for each regional
project
undertaken
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a ADF-13 Resource Allocation Scenarios

ADF-13 Low Scenario + High FSF Scenario
(UA Million)

1,044

3,108
(59.6%) (20.0%)

RO

PSF

4,554 1,388

(65.6%)

165 (2.4%)

(20.0%)
RO

ADF-13 Transformation Scenario + Low FSF Scenario
(UA Million)

902
(17.3%)

FSF

831
(12.0%)

FSF
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a ADF-13 Resource Allocation Scenarios

Share of PBA resources allocated on the basis of
performance remains around 90%
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n Conclusion and recommendations

e Increase the minimum allocation to UA 15 million per cycle
PBA System e Add a new Cluster E with a coefficient of 0.06 and include the
AIDI with an exponent -0.25

e Pillar I: UA 608 million (Scenario 1) - UA 678 million (Scenario 2)
e Pillar Il: UA 179.8 million
e Pillar 1l1l: UA 44 million

Fragile States
Facility

e Allow FSF Pillar I allocations to leverage RO envelope funding

: e For each regional project, countries with small PBA allocation
Reglonal should contribute to projects costs with max. 10% of their PBA

Operations allocation

e Deputies’ views on the use of the RO incentive mechanism to
promote policy reform

Private Sector e Endorsement of the proposed PSF set aside
Facility e Approve the amount of UA 165 million for the PSF (one-off)

e Carry over to ADF-13 FSF the balance of unused FSF Pillars I, Il

Unused ADF-12 and Ill resources
Resources e Carry over to ADF-13 and fold into the allocable pool of ADF-13

PBA resources unused resources in the PBA and Regional
Operations envelops
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