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The Boards and their Functions

The African Development Bank Group is governed
by the Boards of Governors which, at the end of 1996,
consisted of 77 members representing 53 regional
and 24 non-regional member countries. Under Arti-
cle 29 and Article 23 of Agreements establishing,
respectively, the Bank and the Fund, the Boards of
Governors are vested with all the powers of the
Bank. Inturn, the Governors delegate their authority
to the Boards of Directors, except for certain powers
reserved for them under the related Agreements.

The Boards of Governors meet in formal session
once a year for the Bank’s Annual Meeting. The
membership of the Boards of Governors is shown in
Appendices B, and the resolutions they adopted dur-
ing 1996 are listed in Appendices A. For the ADB, the
Board of Governors elect an 18-member Board of
Directors, of which 12 are elected by regional
members, and 6 by non-regional members. For the
ADF, there are 12 Executive Directors, six of whom
are elected by the ADF Board of Governors and six
designated by the Bank. The President of the Bank
Group is also the Chairperson of both Boards of
Directors. Each Director appoints an Alternate.

The Boards of Directors approve the mission,
goals, strategies, policies and priorities of the Bank
Group. They perform their duties on a full-time basis
at the Bank's Headquarters in Abidjan, Cote d'lvoire,
and meet in regular formal sessions once a week.
The Executive Directors exercise their authority and
functions through quarterly and annual supervision
of the Bank Group’s financial statements; annual
approval of the Bank's administrative budget; and
continuous review and approval of policy docu-
ments, loans, equity and technical assistance opera-
tions {except smaller operations, which may be
decided upon by the President). Lists of the Boards
of Directors and the member countries they repre-
sent are provided in Appendices C.

Boards of Governors

The Thirty-Second Annual Meeting of the Board of
Governors of the African Development Bank (ADB)
and the Twenty-Third Annual Meeting of the African
Development Fund (ADF) were held jointly on 22 and
23 May, 1996 in Abidjan, Cote d'lvoire. These meet-
ings were preceded on 20 and 21 May, 1996, by a pre-
sentation of the ADB Group financial situation and
operations, the meeting of the Ad Hoc Committee of
the ADB Board of Governors on the Fifth General

.Capital Increase of the Bank (GCI-V), and the

Eleventh Consultative Meeting on the Seventh
Replenishment of the ADF Resources {ADF-Vil).

The formal opening ceremony was held at the
Palais des Congrés (Hote! Ivoire) Abidjan, on 22 May,
1996, and was presided over by His Excellency
Daniel Kablan BUNCAN, Prime Minister of the
Republic of Cdte d'lvoire, who read out a message
from His Excellency Henri Konan BEDIE, the Presi-
dent of the Republic of Cdte d'lvoire. In his address to
the august assembly, the Prime Minister welcomed
the Republic of South Africa, the newest member of
the Bank and paid tribute to the new Management
team for the important reforms undertaken and the
Bank Group’s renewed impetus within so short a
period. The Prime Minister delivered a message in
which President BEDIE expressed his full confi-
dence that the Bank Group would resume its role as
a major actor in Africa’s socio-economic develop-
ment, and urged all beneficiary countries of the Bank
Group to show proof of stringency in their financial
resource management. He also called on African
countries to cultivate the spirit of solidarity and
cohesion in order to play an active role in the global
economy.

In his opening remarks, his Excellency Mr. Moise
MENSAH, Minister of Finance of the Republic of
Benin and Chairman of the Boards of Governors,
welcomed the delegation of South Africa to its first
Annual Meetings. He noted that Africa’s debt over-
hang constitutes a major impediment to the attain-
ment of the continent’s socio-economic objectives,
and called on the international community to examine
new approaches to enhance the economic develop-
ment of the African people. He paid a special tribute
to the new Management for implementing rigorous
and transparent institutional reforms to restore the
confidence of its shareholders as well as its credibi-
lity vis-a-vis the international financial markets.

The President of the Bank Group, Mr. Omar
KABBAJ, in his speech on the Bank’s activities and
performance, presented an overview of the African
economy and future prospects, the status of the
Bank Group's institutional reforms, and priority
sectars of its future operations. He emphasized the
urgent need for concerted international action to
solve Africa’s debt problem.

With regard to the status of arrears, the President
indicated that it was still a serious impediment to the
operations of the Bank Group, notwithstanding
appeals made in previous years by the Boards of
Governors. He emphasized cases of countries in
chronic arrears that should take appropriate steps to
honor their repayment obligations under adjustment
and reform programs, and which should be support-
ed by the international community. Furthermore,
member countries were requested to give the same
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Executive Directors Visits/Study Tours

The Board of Directors undertook a group visit in
1996 to Gabon from February 4 through 8, 1996. The
Group, composed of nine Executive Directors, was
received by H.EM. El Hadj Omar BONGO, President
of the Republic, and held wide-ranging policy dis-
cussions with ministers and senior officials of the
country and visited a number of Bank Group-funded
projects. The purpose of such a study tour is to
enable Board members to gain greater understand-
ing of the development experience and needs not

only of the RMC visited, but of the region as a whole,
and to become better acquainted with Bank Group
activities in its RMCs.

Appointment of a Vice-President

On the recommendation of the President, the
Board appointed Mr. C. BOUCHER, a national of
Canada, as Vice-President in charge of Corporate
Management, effective 21 March 1996.
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execution of operations; iii} commitment to provide
relevant and reliable information; and iv) commit-
ment to promote healthy and open discussion while
preserving the confidentiality of information on spe-
cial or delicate issues. Under the Policy, it is pro-
posed that the Bank set up a Public Information Cen-
ter (PIC} at its Headquarters in Abidjan to serve as a
focal point for accessing information on Bank Group
operations. A Web site on the Internet will be estab-
lished to provide access to information on the activi-
ties of the Bank Group.

Financial Management

The second component part of the reforms relates
to financial management, including the problem of
loan arrears. The Bank responded to the problem of
arrears by putting in place measures, such as the
tightening of the sanctions policy on arrears, the
adoption of more conservative non-accruals and
provisioning policies, and the institution of a reserve
against losses on equity investments. Still, arrears
continued to pose a major problem for the financial
integrity of the Institution. In March 1996, the Boards
of Directors considered the Revised Policy on
Arrears Management and Recovery. The document
proposed new actions to curb arrears from disburse-
ments made before 1994, and to reduce the level of
non-accruals. The measures adopted by the Boards
include: i) tightening the policy on sanctions; ii) end-
ing practices under which loan balances derived
from portfolio restructuring exercises are used for
settlement of arrears through bridge financing; iii)
applying systematically the directives on loan can-
cellation; and, iv) enhancing cooperation with the
Bretton Woods Institutions, in order to coordinate
recovery of Bank Group arrears.

In March 1996, the ADF Board of Directors consid-
ered the Revised Accounting and Financial Policies
for the African Development Fund. The Board adopt-
ed recommendations on: elimination of loan loss pro-
visioning; establishment of a 0.5 per cent commit-
ment fee for all loans extended under the ADF-VII;
harmonization of the Fund non-accrual policy with
that of the Bank; and adoption of a hybrid format of
accounts.

A comprehensive review of the Bank's financial
policies is in progress, and the Board of Directors
considered the following three documents: The
Bank's Lending Rate: A Review and Proposed Modifi-
cations; Review of the Bank's Currency Manage-
ment; and Net Income Management. Subsequently,
an Inter-Departmental Steering Committee was
established to develop an Action Plan for implemen-
tation of the relevant financial policy innovations.
The Action Plan will address issues relating to coun-

try currency preferences, liquidity management,
new loan products, the restructuring of Bank assets
and liabilities, and related risk management policies.
ltis expected that the recommendations made under
the financial policy reform program will be imple-
mented with effect from 1997. The final report of the
Special Review of Bank Operations, prepared under
the auspices of the Bureau of Governors, also pro-
vided critical input for the reformulation and imple-
mentation of appropriate financial policies for the
Bank.

Measures were also adopted to streamline and
strengthen various financial functions. These mea-
sures include the Special Audit of Bank Group Opera-
tions; the appointment of independent Financial Con-
trollers; and the recruitment of short-term auditors.
The overall objective of the Special Audit was to
ensure that auditing functions were performed in
conformity with existing rules and procedures, and
to assess the manner in which operational, adminis-
trative and financial activities were conducted
during 1993-1995. It aimed to identify irregularities
and inaccuracies, their impact on the operations of
the Bank Group, and measures that should be putin
place to rectify and regularize the situation.

These efforts were fortified by the hiring of three
financial controllers, with the objective of ensuring
that all financial outflows were made in conformity
with Bank requlations and procedures. Subsequent-
ly, the Boards of Directors authorized the establish-
ment of the Financial Controllers Unit to ensure that
there is a strong internal control framework for
financial operations, including all receipts and pay-
ments processes. The primary function of the Unit
will be to cover two key areas: the adequacy of the
Bank’s internal control frameworks, and the pay-
ments control processes.

Budgeting is another aspect of financial manage-
ment that is under increased attention. The Bank
has introduced a new approach —— activity-based
budgeting — designed to allocate resources in
accordance with the projected level of activity for
cost centers. This is based on the Institution’s
strategic orientations, the derived work programs,
and the human and financial resources needed to
realize these programs. The thrust of the new
approach, already reflected in the 1996 budget, is on
effective budget management, contro! and reporting,
and it emphasizes the requisite support for priority
areas. This helped to ensure that the 1996 budget
was kept below the 1995 level, with administrative
costs fower by about 14 per cent, while according
priority to operational activities. As part of the new
innovations, the Bank's budget will be prepared in
three-year cycles. The 1997-1999 rolling budget,
which includes the 1997 budget and preliminary esti-
mates for 1998-99, was considered and approved by
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recruitment and promotion systems, two panels
were established in October 1996. The first, the
Management Selection and Promotion Panel, was
charged with interviewing and recommending for
recruitment candidates for all managerial positions,
and with proposing and recommending promations
to managerial positions. The second panel, the Staff
Selection and Promotions Panel, will recommend to
Management candidates for and potential promo-
tions to non-managerial positions.

To mave systematically toward improving the qual-
ity of the Institution’s human resources, a compre-
hensive staff training program was prepared and is
in the early stages of implementation. The primary
responsibility for the design and implementation of
the staff training program was entrusted to the
African Development Institute (FADI) of the Bank.
According to the needs assessment survey
launched in July 1996, staff training would cover:
management development; professional and general
skills enhancement; and instruction in Bank rules,
regulations and procedures. Training for support
staff would include skills upgrading for administra-
tive assistants, secretaries and clerks.

Following the designation of supervisors, the first
training session for the professional staff was orga-
nized in February 1996. The objective was to dissem-
inate and explain to staff the key elements of the
changes. Other training programs for all levels of
staff were initiated with the participation of external
specialists, as well as assistance from the Bretton
Woods Institutions. As part of the continuing pro-
gram to enhance performance, a seminar on man-
agement was organized during the month of April
1996 for Directors and Division Chiefs, with the assis-
tance of an external consulting firm. Another semi-
nar was organized for Directors and Division Chiefs in
May and June 1996, on the elaboration and imple-
mentation of the new approach to budgeting .

While pursuing preparations for the compre-
hensive program, a number of training activities
were undertaken in 1996. The Bank held a workshop
on Financial Programming for 30 country economists
and three statisticians in June and July 1996, with
the assistance of the IMF Institute. The objective of
the workshop was to harmonize Bank concepts and
techniques in economic analysis with those of the
Bretton Woods Institutions, especially in view of the
co-financing activities being undertaken jointly. As a
follow-up, a Bank manual for country economists
will be prepared. Department heads are also parti-
cipating in the World Bank Executive Development
Program.

The Bank also continued to implement the training
program on Institutional Strengthening for Environ-
mental Management, with financial support from the
USAID. During 1996, environmental management

workshops were organized for Directors and Divi-
sion Chiefs as well as Executive Directors. The
workshops addressed such issues as: Bank Group
policies and procedures on the environment, es-
pecially as they relate to regional and global require-
ments; the strengthening of Bank Group systems,
especially those governing oversight of implementa-
tion in recipient countries; and systems and proce-
dures used by other MDBs and agencies. Under the
same program, USAID is financing the training of
selected staff in environmental management for
periods of up to two months, mostly in the United
States.

Other training activities implemented during the
year included workshops on the Methodology for
Project Design and Evaluation (MPDE), held with the
assistance of a USAID-funded contract to assist
further diffusion of the MPDE in the Bank. The work-
shops aimed at imparting design technigues es-
pecially to staff who were reassigned to the opera-
tions departments following the restructuring. About
40 Bank staff attended the workshops in English and
French.

A special training program on the System for Post-
Evaluation Information (SPEl) was also organized,
with the assistance of external consultants. The pur-
pose of the program was to improve staff capabilities
in using SPE! and related software packages, within
a Local Area Network {LAN) configuration, and to
make possible the full use of the system by all users,
including Senior Management. A total of 68 partici-
pants took part in the training sessions of which 31
were from OPEV and 37 from the operations depart-
ments.

Another important dimension for strengthening
Bank Group institutional infrastructures is through
improved information and telecommunications tech-
nology. In this regard, the Boards of Directors con-
sidered in April 1996 the Report on the Information
Technology Plan and Telecommunications Modern-
ization Study, and approved the following recom-
mendations and related Action Plan: consolidation of
investments made in technical infrastructure, which
would position the Bank Group for the future by using
cost-effective information and communications
technalogies; acquisition of a satellite dish for
telecommunications to reduce overall costs; and
implementation of a three-year Electronic Data
Interchange (EDI) enhancement to improve the
existing computer networking infrastructure. The
Boards approved the proposed budget ceiling of UA
4.4 million required to implement the Action Plan
during 1996-98. In order to ensure the expeditious
execution of the work plan, the Boards authorized
the establishment of an interdepartmental informa-
tion systems steering committee (1SSC), with the Vice
President for Corporate Management as Chairman.
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Introduction

The on-going institutional reforms, aimed at
revamping the Institution so that it can respond more
effectively in meeting its development objectives,
have included the implementation of measures in
different functions of the Bank. The following dis-
cussion highlights some of the principal functions to
give a sense of the nature and scope of the activities
being undertaken in the various areas. The mea-
sures relate to: organization and management
systems, human resource management; training
activities; environment and sustainable develop-
ment; operations evaluation; planning and research;
internal audit; administration; legal services; borrow-
ing activities; asset and liability management; bud-
geting and financial policy planning; risk manage-
ment; and management of arrears and loan
canceliations

Corporate Management

Organizational and Management Systems

The activities in 1996 focused on establishing the
groundwork for the modernization plan. A milestone
in the improvement of Bank operations was the
approval of the multi-year Information Technology
and Telecommunications Modernization Plan by the
Boards of Directors, in April 1996. The major compo-
nents include: (i} acquisition and installation of a
satellite earth station so as to limit disruptions to
international telecommunications and to reduce the
overall telecommunications costs of the Bank; {ii)
upgrading the performance and security of the com-
puter and telecommunications netwarks; and (iii)
selection and implementation of a relational data-
base management system (RDBMS]), graphical user
interface, and systems analysis and design tools.
The other companents entail: (i) replacing the aging
mainframe computer system; (i) replacing obsolete
waork stations and printers with high performance
hardware; (i} connecting the Bank to the Internet;
(iv) establishing a Web server; (v} modernizing and
re-engineering financial, operational, administrative
and human resource processes; and {vi} training of
staff. Professional services have been contracted to
assist the Bank in establishing the technical require-
ments for such major undertakings. Also initiated
during the year was a training program for the tech-
nical staff supporting the modernization plan.

The objective for 1997 is to implement most of the
components of the modernization plan. Included in
the process will be: (i) replacement of over 60 per
cent of the Bank's personal computers; (ii) the imple-
mentation of an integrated network system; (iii} the
installation and operation of the satellite earth
station; (iv) international e-mail availability; (v) the
replacement of the mainframe computer and migra-
tion of the systems; and (vi) operation of a Bank Web
site on the Internet. Also planned for 1997 is the
retraining of staff on the use of new computer equip-
ment and software, as well as the initiation of a
process re-engineering effort which would include
the selection and implementation of package soft-
ware solutions.

Human Resource Management

At the beginning of 1996, the initial number of
authorized budgeted positions was 1007, comprising
561 professionals, 371 support and 75 manual staff.
At mid-year, 26 additional positions were approved
by the Board of Directors raising the Bank staffing
complement to 1033 positions. In terms of geograph-
ical distribution, 85 per cent of the professional staff
were from regional member countries and 15 per
cent from non-regional member countries, excluding
technical assistants (Details supplied in Table 3).

The recruitment process to fill vacant pasitions
and external recruitment for supervisory positions
were well advanced. By the end of December 1996,
169 candidates had been interviewed and 77
processed for appointment — comprising six Direct-
ors, 11 Division Chiefs and Heads of Units, and 60
other professionals. Of the candidates offered
appointments, 18 have assumed duties — compris-
ing three Directors, five Division Chiefs and Heads of
Units, and 10 professionals. The recruitment
process has ensured the identification of high
calibre candidates and appropriate geographical
balance. The 77 candidates approved for appoint-
ment comprise 53 from regional member countries
and 24 from non-regional member countries The
geographical distribution of the 53 regional appoint-
ments was as follows: North 11, West 22, East six,
Central eight, and South six. The strategy for the
recruitment for the remaining positions is to continue
to stress quality and to seek diversity, in terms of
gender balance and country representation.

During 1997, the main priority for the human
resource management activities will be to conclude
the process of recruitment for all the remaining
vacant positions; to improve the skills mix of the
Bank; and to increase efficiency and institutional
performance. The Bank will also introduce a new
Staff Performance Management System aimed at






BANK GROUP

43

increasing staff motivation and productivity, a
revised compensation and benefits package, with a
view to providing a more reward-driven work
environment and instituting more effective control of
personnel costs; and a job grading and job classifi-
cation system. These initiatives will be complement-
ed by a systems improvement exercise, through the
review and documentation of the human resource
management business functions, including process
re-engineering, with a view to improving the quality
of service in all areas. In addition, new initiatives in
the area of organizational renewal — covering the
concepts ofteam building and management of change
— will be introduced with the aim of increasing the
effectiveness of the new Bank structure.

Training Activities

In 1996, the decision was made to prepare and
implement a comprehensive staff training program in
order to further enhance the effectiveness of the
Bank’s external operations, as well as the efficiency
of its internal activities. The program would involve
nearly all Bank staff, and provide training in various
disciplines and skills. The primary responsibility for
designing and putting in place the staff training pro-
gram was entrusted to the African Development
Institute (FADI) of the Bank. Managerial and pro-
fessional staff training would cover: management
development; professional skills enhancement,
general skills enhancement; and training in Bank
rules, regulations and procedures. An important ele-
ment would be training new staff to enhance their
speedy integration into the Bank and bolster produc-
tivity. FADI has expanded the scope of its operations
by combining the training of Bank staff with that of
the regional member countries.

As part of the on-going collaboration with the
Bretton Woods Institutions in the area of training,
departmental heads are participating in the inaugur-
al sessions of the World Bank Executive Develop-
ment Program. Discussions are underway for send-
ing ADB staff members to attend some of the
programs offered by the World Bank in the area of
finance.

Various training activities for Bank staff were con-
ducted in 1996. The Bank continued to implement the
training program on Institutional Strengthening, with
financial support from the United States Agency for
International Development {USAID). Under this pro-
gram, selected Bank staff were trained in cross-cut-
ting issues such as environnent, gender and poverty
reduction, and private sector financing. During the
month of September 1996, Methodology for Project
Design and Evaluation (MPDE) workshops were held
as part of the USAID-funded contract to assist

further diffusion of the MPDE in the Bank. The work-
shops were intended to impart design techniques,
particularly to those staff members who were reas-
signed to the operations departments following the
restructuring. About 40 Bank staff attended the
workshops in English and French. A financial pro-
gramming and policy course was conducted in
Abidjan by the IMF Institute for country economists
and statisticians.

A special training program on the System for Post-
Evaluation Information (SPEI) was organized in Sep-
tember and October 1996 with the assistance of
external consultants. The purpose was to improve
operations staff capabilities in using SPEl and related
software packages within a Local Area Network
(LAN) configuration, and to make passible the full
use of the system by other Senior Management and
Bank staff. A total of 68 participants took part in the
training sessions.

As in previous years, the Bank continued to pro-
vide training to officials of RMCs. The primary goal of
these activities is to strengthen the capacity of
RMCs to manage Bank-financed projects, as well as
to enhance their capacity to deal with the broader
development challenges. Accordingly, training was
carried out in the areas of project management
(including training in rules and regulations), and in
the broader area of development management.

In 1996, the Bank conducted national procurement
and disbursement workshops in nine countries. In
some of these countries, separate seminars were
held for high-level policy makers as well as for pri-
vate contractors and consultants. The workshops
provided training in procurement, disbursement, and
loan administration procedures of the Bank. Partici-
pants included project managers and officials from
line ministries. In addition to acquainting officials of
RMCs with the Bank's rules and regulations, these
workshops provided useful feedback which should
improve the overall efficiency of Bank operations.

Another important eventin 1996 was the launching
of the second phase of the Agricultural Management
Training Program for Africa (AMTA 11), a joint under-
taking by IFAD, the World Bank, the OAU, and the
Bank. The program, for which the Bank is the
executing agency, aims at enhancing agricultural
management capacity in RMCs. AMTA 1l will be
implemented over a six-year period and is expected
to cover 22 countries. In 1996, a training of trainers
program was initiated for five countries in North
Africa, and sensitization workshops were undertaken
in eight other countries.

In the area of development management, the
Bank, with support from the Government of Japan,
held a workshop on «Economic Management, Taxa-
tion and Tax Administration» for the ten Francophone
countries of ECOWAS. The workshop covered both
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Seven new titles were added to the Bank's Eco-
nomic Research Papers in 1996. These include,
Military Expenditure in Africa: A Statistical Com-
pendium; What determines Military Spending in
Africa: Theoretical and Empirical Investigations;
Commodity Prospects and Growth in Africa; Finan-
cial Liberalization, Currency Substitution and Invest-
ment: The Case of Egypt; The Infarmal Credit System
in Franc-Zone Countries; Ecanomic Cooperation and
Integration in Africa: Experiences, Challenges and
Opportunities; and Investing for Long-Term Growth
in Africa,

The statistical publications issued in the course of
the year included the following: i} Compendium of
Statistics; ii} Selected Statistics on Regional
Member Countries; iii) Cofinancing Statistics; and iv)
Basic Socio-economic Data on RMCs, which was
produced for the first time during the year under
review.

Following its First Report on the democratization
process in Africa (1994}, the ADB Affican Advisory
Council submitted its Second Report in 1996 which
deliberated on issues relating to strategies for
sustained long-term development in Africa. The
Report identifies some of the major limitations of
adjustment programs and suggests a number of
issues, policy areas and measures that the Bank —
in its quest to promote sustainable longterm devel-
opment — could consider in the reformulation of its
operations.

Internal Audit

The Internal Audit Department (AUDT) performs
independent appraisal functions to assist the Boards
of Directors and Management. It conducts periodic
independent audits of Bank Group operational,
financial and administrative activities; evaluates the
internal controls and procedures in existence; and
ascertains compliance with the internal control and
Bank Group rules, regulations, agreements, policies,
instructions and directives. The observed weak-
nesses are presented to the Boards and Manage-
ment through audit reports which contain observa-
tions, conclusions and recommendations aimed at
improving the quality of Bank Group operations and
activities.

The annual work progmm is determined on the
basis of risk assessment considerations. In this
regard, the frequency of audit is as follows: high risk
activities are audited at one to two-year intervals;
medium risk activities at two to three-year intervals;
and fow risk activities at three to five-year intervals.
in addition, every year, AUDT performs ather activi-
ties, such as supporting the Extemal Auditors; audit-
ing of bilatem! and multilateral grants; responding to

requests for special assignments by the Boards of
Directors and Management; and monitoring the
implementation status of previous recommenda-
tions.

During the year under review, assignments tnder-
taken by AUDT include: fourteen project audits
{including ten carried over from 1995); audit of
investments {Trading Room); audit of the authenticity
of staff certificates and degrees; cash and bank
audits; electronic funds transfer audits; audit of fixed
assets; audit and certification of the financial state-
ments of grants; and investigations and special
audits requested by the Boards and Management.

Furthermore, AUDT reviewed and commented on
several audited financial statements submitted by
borrowers to the Bank; supported the Bank Group's
External Auditors with regard to confirmation of sub-
scriptions, borrowings, banks and loans balances;
coordinated its work program with the External Audi-
tors, with a view to avoiding duplication of efforts
and maximizing audit coverage; and monitored the
implementation status of previous recommendations
made by the auditors.

Administration

In the area of administration, the priority work pro-
gram during 1996 was to effectively monitor manage-
ment of administrative and technical services. The
Bank continued with its cost reduction, efficiency
strategies, and the streamlining processes. The
Bank has successfully negotiated VAT exemption on
current and new contracts. In addition, through the
budgeting process, the issue of cost center budget-
ing and accounting for «common» administrative
expenditures is being addressed.

In the area of management of administrative and
technical services, several initiatives were intro-
duced. These include: revision of the Travel Policy,
preparation of an inventory of all Bank assets,
strengthening of the procurement of goods and
services policy and procedures, as well as internal
control procedures. The Bank has already estab-
lished a list of approved suppliers and contractors,
with a view to ensuring greater competition, trans-
parency and cost-effectiveness in the procurement
pracess.

Part of the priority work program during 1996 was
to strengthen the Bank’s security policy and systems,
and to implement the recommendations of auditors
concerning security of persons and property.
Current maintenance, security and ather service
contracts are closely monitored and reviewed with a
view to subcontracting on a turnkey basis and con-
centrating on contract supervision. Technical feasi-
bility and detailed studies were undertaken for major
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currency swaps, swaptions, options and futures,
caps, floors and collars. Specifically, these instru-
ments are used to lower the cost of funding, to
diversify Bank funding sources, to hedge funding
cost and to manage the Bank's balance sheet. The
market valuations of the derivative instruments are
monitored on a regular basis for compliance with the
guidelines. With regard to credit risk, the Bank has
established maximum limits for all its counterparts
with acceptable credit ratings, as published by the
rating agencies. For liability management purposes,
the Bank only undertakes derivative transactions
with counterparts rated AA or better.

In an effort to reduce the destabilizing effects of
fluctuating market interest rates on net income, the
Bank has recently approved the principle of funding
its liquid assets with matching floating rate borrow-
ings. Given this significant shift in funding strategy,
the Bank’s investment performance benchmark has
been modified to reflect the new «asset-liability»
approach to managing its liquid assets. The new
performance benchmark is based on six-month mar-
ket LIBOR deposit rates, and it will encourage pursuit
of active investment and funding strategies which
aim to enable the Bank to cover, at least, the cost of
funding liquidity and possibly generating positive net
income from its liquid asset portfolio.

Budgeting and Financial Policy Planning

Inthe sphere of financial policy planning, the focus
was on the development of a package of financial
policy reforms designed to streamline Bank financial
management, and to make Bank lending operations
more client-focused. Therefore, considerable effort
was directed at the development and refinement of
the computerized financial models used by the Bank,
and at the development of new loan products whose
characteristics closely match the preferences of bor-
rowers. A number of seminars on the proposed
financial policy reform package and its implementa-
tion were organized for members of the Board of
Directors.

In order to improve ownership of budgets, trans-
parency, and the effective utilization of resources,
the Bank is introducing activity-based budgeting
with effect from the 1997 financial year. Activity-
based budgeting, as an approach, is designed to
allocate resources in accordance with the projected
level of activity for cost centers, based on the institu-
tion's strategic orientations, its priorities, and the
derived work programs and the human and financial
resources needed to realize those programs.
Seminars were conducted during the year to sensi-
tize Executive Directors and Management on the

likely practical challenges, the advantages and limi-
tations of activity-based budgeting. The annual bud-
get is integrated in a three-year indicative budget,
which was introduced to complement the existing
threeyear lending program. Subsequently, the bud-
get for 1997, which was approved by the Boards of
Directors in December 1996, led to a reallocation of
aver 7 per cent of resources from administrative to
operational activities. The end result is that opera-
tional activities account for 54 per cent of the 1997
budget, compared to 47 per cent in 1996.

Risk Management

To further strengthen the Bank’s risk management
capacity, the Risk Management Unit (FRMU) was
established in February 1996. The primary function
of the new Unit is to assist in the development and
implementation of strategies, policies, procedures,
and guidelines with respect to the assessment and
management of risks associated with the Bank's
lending and asset-liability mix management under-
takings, with a view to mitigating such risks and their
possible negative impact. The overriding objective is
to ensure the optimal deployment of the Bank’s risk
bearing capacity in support of the pursuit of its
development lending mission.

With respect to country risk, in particular, the Bank
strives to make its existing country assessment and
decision making framewark operate more effectively.
The first phase of a profound upgrading program
was launched in 1996, in close collaboration with the
country risk group of the World Bank, with the goal of
enhancing capacity in this area over the medium-
term horizon

Management of Arrears and Loan
Cancellations

During the year under review, the Boards of
Directors approved additional measures to reduce
and contain the level of arrears an Bank Group loans
to RMCs. These measures include: institution of
more rigorous assessment of country credit-worthi-
ness; strengthening of the sanctions policy in its dif-
ferent forms and systematic application of the guide-
lines on loan cancellations; and increasing
collaboration with the Bretton Woods institutions,
through the introduction of appropriate conditionali-
ties and cross-default clauses.

The Bank Group now operates a single-tier
sanctions policy which reduced from 60 to 30 days
the period when sanctions come into effect after the
due date. For borrowers under sanctions, the
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The International Economic
Context

Regional Economic Performance,
1996: An Overview

During the year under review, global economic
expansion continued at a satisfactory pace, with
output growth increasing to 3.8 per cent fram 3.5 per
centin 1995 (see Table 4). Inthe industrial countries,
economic activity picked up marginally, registering
an output growth rate of 2.3 per cent compared to 2.1
per cent in the previous year. In the developing
countries as a group, output growth averaged 6.3 per
cent compared to 5.9 per cent the year before, as
growth in Africa strengthened and the economies of
the Latin American countries rebounded. Output
growth rates in Latin America and Africa reached,
respectively, 3.0 per cent and 4.8 per cent in 1996,
from 0.9 per cent and 2.8 per cent in 1995. By con-
trast, the economic growth rate in Asia in 1996 was
estimated at 8.0 per cent compared with 8.6 per cent
in 1995,

While world trade remained buoyant, expansion
occurred at a slower pace, from 8.9 per cent in 1995
t0 6.7 per centin 1996. Robust economic growth, and
particularly the expansion in frade volumes in devel-
oping countries, counterbalanced the significant
dampening in both import and export trade in the
industrial countries. The growth of imports by indus-
trial countries fell from 7.8 per cent to 5.3 per cent,
while export growth declined from 7.3 per cent to 4.3
per cent. On the other hand, both the import and
export volumes for developing countries sustained
double-digit growth rates of 11.3 per cent and 10.3
per cent, respectively.

inflation, as measured by the percentage change
in the Consumer Price Index (CPI), remained stable
in industrial countries, averaging 2.3 per cent. The
continued low inflation rate is attributed to the
commitment of policy makers to price stability, as
well as to increased global competition which
reduced the range for higher prices and cost
increases. The inflation rate in developing countries
continued its significant downward trend from 46.8
per cent in 1994 to 19.8 per cent in 1995 and 13.3 per
centin 1996. This is largely due to significant gainsin
Latin America, where the inflation rate declined
more than ten-fold from 210.9 per cent in 1994 to 20.4
per centin 1996.

The process of economic recovery in Africa that
began in 1994 was strengthened further in 1996, with
the real GDP growth rate estimated at 4.8 per cent
compared with the mare moderate rate of 2.8 per
cent for 1995, and an average of 1.2 per cent for the
period 1992-1994. The 1996 economic performance
marked a significant improvement since, for the first
time in many years, the GDP growth rate caught up
with and surpassed the population growth rate in a
number of countries. As a result, there was an
increase of 2.0 per cent in per capita income, given
an average population growth rate of 2.8 per cent.

Improved economic performance has also been
widespread as the number of countries with GDP
growth rates exceeding population growth rates
reached 41, as opposed to half that number in the
early 1990s. The major African economies —— Alge-
ria, Cote d'lvoire, Egypt, Morocco, Nigeria, and
South Africa —— recorded positive real per capita
income growth rates.

Agriculture registered one of the best perfor-
mances in recent years: its growth rate in 1996 was
6.9 per cent compared to 0.6 per cent in 1995. The
rates for manufacturing and services, at 3.2 and 4.1
per cent, respectively, were slightly higher than
those of the year before. The significant perfor-
mance of the agricultural sector reflects not only
improved weather conditions {particularly in north-
ern and southern Africa), but also the positive impact
of recent pricing reforms in the sector which are
beginning to be feltin several countries. This perfor-
mance will be appreciated more fully when it is real-
ized that not only is agriculture the most important
sector in the economies of most African countries,
but also the most vulnerable to vagaries of nature,
such as weather conditions.

The third consecutive year of economic recovery
was also accompanied by macro-stability with con-
tinued progress in fiscal prudence and lower infla-
tion rates. Inthis context, the overall budget deficitin
the region was reduced to 2.9 per cent of GDP. Alge-
ria and Nigeria, two of the largest economies, actual-
ly recorded budget surpluses of 0.3 per cent and 0.7
per cent of GDP, respectively. On the other hand, in
South Africa, the budget deficit was relatively high at
5.2 per cent of GDP, as the country continued with

_the implementation of its reconstruction and

development program. As more countries reaped
the benefits of policy reforms, the average rate of
inflation declined to 27.3 per cent, with the median
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Survey of Maiof Sectors

Agriculture

Africa’s principal agricuftural products include
cereals, livestock and export crops. Cereals produc-
tion experienced a strong revival, moving from a
negative growth rate of 3.4 per centin 1995 to a posi-
tive growth rate of 22.5in 1996. Livestock production
also experienced marked growth, moving from 2.3
per cent in 1995 to 4.6 per cent in 1996. There was
also some measure of improvement in the product-
ion of Africa’s principal export crops. While the pro-
duction of tea, cotton and natural rubber stagnated,
the production of cocoa beans increased signifi-
cantly. Overall, the production of export crops regis-
tered a 2.7 per cent growth rate between 1995 and
1996.

Price indices for major agricultural commodities
indicate a fall in prices in 1996. The price of the non-
food {raw materials) category declined by 5.7 per
cent compared with the level in 1995, while that of
beverages dropped by 15.7 per cent. Individually, all
agricultural commodities —— with the exception of
tea, bananas, rice, wheat, cocoa and coconut oil —
experienced declining prices between 1995 and
1996. Coffee, both the robusta and the mild type, suf-
fered a price decline of 32.2 and 22.6 per cent,
respectively. The price of sugar declined by 8.9 per
cent, palm oil 16.4 per cent, cotton 17 per cent, and
fog wood 21.5 per cent. Agriculturai commodities
that experienced price increases include cocoa at
2.1 per cent and bananas at 8.8 per cent. The prices
of wheat, tea and rice rose significantly by 23.1 per
cent, 8.3 per cent and 8.1 per cent, respectively.

Food Crops

The main food crops include a wide variety of
coarse grains, wheat, rice paddy, maize, millet, and
other cereals. The importance of these crops in
hasic diets varies from one sub-region to another.
The Southern and Northern regions rely more on
cereals. The tropical rain forest zones in Western
and Central Africa supplement cereals with plan-
tains and tubers like yams, cassava, sweet potatoes.
Edible oils obtained from groundnut, palm kernels,
and palm oil are produced for domestic consumption
as well as for export.

All the major cereals contributed to the surge in
overall production referred to earlier. Wheat record-
ed the highest growth rate of 56.1 per cent. This was
partly due to the recovery in the northern and south-
ern regions from the adverse effects of the 1995
drought. The production of maize increased by 13

per cent in 1996, while that of rice increased by 1.4
per cent. On the other hand, tuber output recorded a
decline, with the exception of cassava whose output
increased by 5.4 per cent.

In the Northern Region, Aigeria achieved a
bumper harvest owing to favorable weather condi-
tions, an increase in area under cultivation and
improved harvesting techniques. The estimate for
the 1996 output of wheat was 2.5 million tons — a 150
per cent increase over last year's rate which was
below the preceding five-year average. Production
of barley aimost tripled to 1.7 million tons, while oats
output is estimated to have reached 110,000 tons. In
Egypt, improved productivity resulted in increased
wheat output in 1996 to 5.74 million tons, despite a
slight decline in areas sown. On the other hand, the
production of barley fell substantially from the
368,000 tons harvested in 1995, owing to a marked
decline in areas sown. Maize and sorghum product-
jon increased to 5.8 million tons and 0.84 million
tons, respectively, from the 1995 crop, which was
above the five-year average. The output from the
paddy crop is estimated at 4.5 million tons, which is
also above the five-year average. In Morocco,
improved rains enabled farmers to bring more land
under cultivation, yielding a record harvest of wheat
and barley crops. The production of wheat
increased more than five-fold to 5.9 million tons from
the previous drought-affected level of 1.1 million
tons. In Tunisia, the production of wheat increased
fourfold to 2 million tons due to favorable weather
conditions, farger areas planted, and increased use
of fertilizers.

Owing to good weather conditions, in the Eastern
Region, cereal crops production in Tanzania and
Uganda exceeded the previous five-year average
with both countries realizing exportable surpluses.
[n Kenya, the 1996 main maize crop was poor as a
result of a decline in plantings following dry spells
earlier in the season. Abundant rains in Ethiopia
caused some flooding, but overall benefited the 1996
main «meher» crops. In Eritrea, timely and abundant
rains favored the establishment and early develop-
ment of the 1996 cereal crop.

In the Central Region, increased insecurity
adversely affected agricultural activities in several
areas. In Burundi, for example, food crop output of
the 1996 second season was estimated to be lower
than that of the previous year. In Rwanda, food pro-
duction for 1996 showed an increase over the year
before; however, it remained below prewar levels
due to population displacements and inadequate
agricultural inputs.

Inthe Southern Region, following a favorabie rainy
season and excellent growing conditions for crops in
most countries, the 1995/96 coarse grains crop
harvested earlier in the year was estimated at
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gold properties in Africa; and take on board projects
or companies with which Ashanti Goldfields can
achieve synergies. The success of Ashanti Gold-
fields could pave the way for other African compa-
nies to raise finance on reasonable terms on the
world’s capital markets.

Another major privatization exercise was that of
Kenya Airways. Following the restructuring of its
national airline, the Government of Kenya sought a
foreign strategic partner to participate in the privati-
zation of Kenya Airways. The operations, manage-
ment and labor force were restructured over a period
of three years, and a divestiture policy that would
cement these changes through privatization was
identified. In January 1996, a 26-per cent strategic
stake was sold to the Royal Dutch Airline, KLM,
balancing the benefits of having a foreign strategic
partner against the desire to maintain local majority
ownership. Shares were also listed on the London
and Nairobi Stock Exchanges, with both offerings
oversubscribed. Kenyan institutions and individuals
acquired 34 per cent of the shares, and international
investors 14 per cent. Airiine employees enrolled in a
special program to purchase 3 per cent, and the
government of Kenya retained 23 per cent. As many
as 110,000 different shareholders participated in the
domestic offering, the largest ever on the Nairobi
Stock Exchange.

Economic Cooperation Among
Regional Member Countries

The benefits of economic integration in the African
context derives mainly from the perception that most
national markets are too narrow and uneconomic to
sustain sizeable economic operations. Integration is
seen as a means to pool resources for investment
and industrialize efficiently by taking advantage of
the opportunities of scale which large markets make
available. Proximity to resource inputs, output size
of the firm, and the market size of the recipient coun-
try are also important in encouraging foreign direct
investment. Thus, Africa’s economic cooperation
and integration groupings are an important catalyst
for utilizing Africa’s agricultural and industrial poten-
tial through increasing domestic and foreign invest-
ment and accelerating the growth and development
processes.

The importance of economic integration on the
African development policy agenda is reflected in

the numerous schemes which have been estab-
lished over the past two decades. These include: in
North Africa, the Arab Maghreb Union (AMUY); in
West Africa, the Economic Community of West
African States (ECOWAS), the West African Econo-
mic Community (CEAOQ) and the Mano River Union
{MRU); in Centrai Africa, the Economic Community of
Central African States (ECCAS), the Central African
Customs and Economic Union (UDEAC) and the Eco-
nomic Community of the Great Lakes Countries
{CEPGL); in East Africa, the East African Community
{EAC); in Southern Africa, the Southern African Cus-
toms Union {SACU) and the Southern African Devel-
opment Coordination Conference (SADCC); and in
Eastern and Southern Africa, the Preferential Trade
Area for Eastern and Southern Africa (PTA). There
are two features of most of these regional integra-
tion and cooperation groupings. The firstis thatitis
common to find individual countries in more than one
grouping, and the second is the variety of objectives
that the regional groupings have adopted.

In assessing the record of African regionalism to
date, however, there is a general consensus that
regional integration and cooperation groupings have
achieved limited success. While informal border
trade between countries does occur, the consensus
is that there has been no significant increase in
intra-regional trade. Between 1970 and the early
1990s, intra-regional trade as a percentage of total
exports of member countries has actually declined in
all major regional groupings with the exception of
AMU, the ECOWAS and CEAOQ. In these three cases,
intra-regional trade has increased marginally by a
range of between 1.4 and 4.9 percentage points. This
limited success gave rise to pessimism with regard
to the earlier attempts at regional integration, which
were rooted in the basic concepts of trade creation
and trade diversion. These concepts emphasize the
static welfare effects of trade flows among nations
that would emanate from trade liberalization.

In view of this, a shift in emphasis from a trade-
focused to a growth-focused approach is advocated
by many African regional groupings. The main differ-
ence between the two approaches is that in the
trade-focused approach, production would be influ-
enced indirectly through the stimulus of trade; while
the growth-focused approach directs measures to
develop an integrated pattern of production. Unlike
the basic framework which focuses only on static
efficiency  gains, the growth-focused approach
emphasizes the dynamic gains derived from the
involvement of participating countries in regionally-
focused activities such as joint industrial ventures
and production plans, coordinated exploitation of
natural resources, sectoral investment coordination,
incremental foreign investment, and regional coordi-
nation of macroeconomic adjustment policies.
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in North Africa, two members of the Arab
Maghreb Union (AMU), Morocco and Tunisia, signed
an Association Agreement with the EU. The Agree-
ment provides for extensive trade liberalization
between these two countries and the EU, as well as
greater cooperation in many areas. Under the
Agreement, quantitative restrictions and tariffs on a
large number of industrial items — mainly equip-
ment and goods — will be abolished immediately
upon ratification. For other categories of products,
tariffs will be phased out over a 12-year period.
Trade in agricultural products will be reviewed after
the year 2000 with the aim of achieving broader liber-
alization. The Association Agreement is expected to
have an impact on the economies of Morocco and
Tunisia through a number of channels. Static and
dynamic efficiency gains would strengthen long-
term growth, while transitional short-term costs
should affect certain sectors and may cause unem-
ployment to rise. While the Agreement might be
viewed as a consolidation of the already strong trade
relations between Morocco, Tunisia and the EU, it
has positive implications for the African continent.
The Agreement provides new kinds of external links
which would make commitments to trade liberaliza-
tion virtually irreversible, and it would encourage
intra-regional trade and investment in the AMU
region with possible spill-over effects in other
African sub-regions. This is particularly true since
the rules of arigin contained in the Agreement are
specifically designed to encourage south-south inte-
gration. In other words, a minimum transformation of
inputs imported from other sources — including
African countries — would be required for a product
to qualify as being of Moroccan or Tunisian origin.

Prospects

Clearly, annregate economic performance in
Africa is be ning to show marked improvement,
especially in relation to the poor record of the pre-
ceding 15 or so years. Positive outcomes reflect the
gains being made from the steady progress in
macroeconomic reforms; in building capacity for
national economic management; and in fostering
participation in public affairs.

Following the encouraging improvement in
Africa’s economic performance in 1995-96, there is
guarded optimism that growth will gain momentum in
1997 and throughout the medium-term. The extent to
which success is being achieved in attaining
sustained growth varies fram one country to another,

depending on domestic policy stances. Many
African countries are expected to reap the benefits of
fiscal consolidation, reduced inflation rates, the
adoption of more realistic exchange rates, and
greater private sector participation in their
economies.

Despite the encouraging performance and out-
look, economic diversification remains an important
challenge that has yetto be addressed if rates of out-
put growth that yield sustained increases in per
capitaincomes are to be attained. The recovery pro-
ceeds from a very low base and is not uniform across
all the sectors of the economy. By and large,
improvements in the agricultural and service sectors
have been the major sources of growth, but there
has yet to be a spill-over effect into manufacturing
and ather sectors.

It should also be underlined that aggregate
assessments mask differences in individual country
performances, as well as the dismal socio-economic
situation in some countries. Furthermore, the better
overall performance, welcome as it is, still falls short
of meeting the needs and potentials of the continent.
This is because it is necessary to achieve sustained
growth rates going beyond 7 per cent per year, to
make significant impacts in arresting and reversing
the spread and deepening of paverty that is afflicting
a large and growing size of the population. Accele-
rating growth to such rates, and more, is quite
achievable. Witness the number of countries which
have demonstrated that it can be dene and the grow-
ing others which are well on the way to doing so.
Also supportive of such prospects are the conti-
nent's abundant, if still inadequately utilized, human
and natural resources. What is definitely sure is that
nothing of abiding interest to Africa would come by in
the absence of sustained economic growth. And
accelerating growth requires, importantly, deepen-
ing reforms so as to enhance the rate and product-
ivity of investments, much beyond their inadequate
present state. Also crucial for such results would be
the promotion of the private sector so it could
become the engine of economic growth. The efforts
required for this would largely need to be forth-
coming from African countries themselves; but also
important, particularly for the low-income countries,
is the contribution of concessional capital flows.
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Introduction

The encaouraging improvements in Africa’s recent
economic performance provide a strong signal of
prospects for sustained growth in the medium-term.
This would require deepening the reform process
that would enhance resource mobilization and
investment, conducive macroeconomic environ-
ment, institutional structures and promotion of pri-
vate sector activities. The Bank Group has posi-
tioned itself to assist Regional Member Countries in
this process, by synchronizing operational policies,
procedures and strategies. Some of the progress
made in these areas in 1996 is presented below,
including multilateral and bilateral cooperation
efforts, and operational results of the Bank Group for
the year.

Operational Policies and
Procedures

In 1996, the Bank continued to update and design
new policies and guidelines, and to revise sefected
sections in the Operations Manual. The aim of these
activities is to align Bank Group operations to the
new orientations. Based on the Action Pfan on Pro-
ject Quality, non-sector specific policies were deve-
loped to improve the implementation of activities in
the various phases of the project cycle. Certain
sector specific policies, such as that on the health
sector, were also updated, taking into account
evolving concerns.

This section presents highlights in the following
areas: Portfolio Performance; the ADF-Vil Lending
Policy, the Health Sector Palicy; Private Sector
Operations; Information Disclosure Palicy; and Pro-
curement Monitoring and Consulting Services.

Portfolio Performance

Based on a series of Country Portfolio Review
missions and concomitant analyses at headquarters,
the first consalidated Annual Portfolio Performance
Review (APPR) of the Bank Group was considered by
the Boards of Directors in September 1996. It provi-
ded an assessment of Bank Group on-going opera-
tions and drew lessons for the future. On the basis of
implementation criteria, the report observed that in

1995, up to 71 percent of the portfolic was satis-
factory while the balance accounted for problem
projects.

With reference to lending instruments, it was
observed that projects financed from lines of credit
encountered fewer problems. From the point of view
of development objectives, it was noted that policy-
based and agricultural sector loans were less
successful than specific project loans. Consequent-
ly, the Boards decided that the Bank Group should
concentrate future aperations on well-targeted and
properly conceived project loans. Technical assis-
tance missions for bath project loans and policy-
based operations should be increased. Measures
should also be taken to promote a more effective
macro-economic and structural policy dialogue in
order to facilitate the attainment of development
objectives of quick-disbursing operations.

The Boards urged that APPR be improved in the
future through more systematic weighting and
methodology; that measures be taken to harmanize
evaluation methodologies and rating systems with
those of the IBRD; and that ways of establishing
comparability with the sectoral and country perfor-
mances of the institution be sought.

The recommendations in the APPR and the
directives of the Boards would be systematically
monitared ta ensure that they are effectively imple-
mented. Besides, the weaknesses identified would
be analyzed in-depth to determine possible rectifica-
tions to the operational policies of the Bank Group.
Finally, on-going studies on the development impact
of Bank operations in collaboration with other multi-
fateral development institutions would be carried out
and the conclusions submitted ta the Boards.

in the future, the APPR will address up-front acti-
vities such as feasibility studies to improve identifi-
cation and design of guality projects, as well as
training of project implementation staff of borrawing
countries to enhance project management and
implementation of Bank Group procurement and dis-
bursement procedures.

ADF-VII Lending Policy

The Boards of Directors considered the ADF-VII
Lending Palicy in September 1996. As provided inthe
Policy, poverty reduction will continue to be the
principal objective of Fund development activities in
eligible countries. Projects will be oriented to meet
the basic needs of the poorest sections of the popu-
lation in low-income countries. To maximize its
development impact, the Fund will focus its opera-
tions in areas where staff work is strongest and
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concerns is the need to refocus and strengthen
investments in primary health care. Other concerns
include the emergence of the HIV/AIDS pandemic,
as well as the need for increased emphasis on
assisting the dependent population, particularly
women and children, which has multiplied over the
last few years. Over the last decade, the ADB has
been devoting an average of 6 percent of its
resources per year to providing support to RMCs in
the health sector. Approximately 80 percent of these
resources have been spent on infrastructure
development. The new policy gives priority to primary
health care, with particular emphasis on: i) women
and children with respect to reproductive health,
with priority support for measures which strengthen
family planning efforts, promote maternal health and
enhance nutrition and child survival rates; ii) AIDS
and ather sexually transmitted diseases; iii) Malaria,
tuberculosis and other diseases with high mortality
rates; iv) education, information and communication
to reduce other preventable diseases; v) epidemio-
logical studies, research, training and infrastructure;
and vi) institutional reforms and capacity building,
with priority support to those countries with ongoing
health sector reforms.

In addition to the above, the Bank Group will give
support to traditional health systems —— including
research on herbal medicine — in combating dis-
eases such as malaria and AIDS. Furthermore, the
Bank Group will promote the active involvement of
all partners and stakeholders in designing health
interventions as well as in monitoring and evaluation
of these projects. Special efforts will be made to
involve NGOs, women’s organizations, traditional
health organizations, and other community organiza-
tions in these aspects of health interventions.

As an outgrowth of the updated Health Policy, the
HIV/AIDS Strategy Paper for Bank Group Operations
in Regional Member Countries was developed in
November, 1996. The Paper presents the guiding
principles for the Bank Group’s HIV/AIDS strategy
and major sectoral approaches for dealing with the
disease, both within the health sector, as well as in
other areas like education, WID, environment, agri-
culture, and NGOs. Additional guidelines recom-
mend regional and international networking, and
institutional strengthening within ADB for the promo-
tion of HIV/AIDS interventions and monitoring and
evaluation.

Private Sector Operations

In recognition of the crucial role of the private
sector in contributing to sustained economic growth,
the Board of Directors approved a new strategy in
order to expand the scope and effectiveness of the

Bank’s private sector operations. To this end, the
Bank intends to go beyond traditional direct project
lending by exploring new possibilities for promoting
private sector development in the continent, in close
collaboration with bilateral and multilateral develop-
ment institutions operating in Africa. The new Bank
strategy for the private sector consists of five major
elements. First, the strategy provides support for the
creation of enabling environments through policy
reforms. In this regard, the Bank stepped up its col-
laboration with Bretton Woods Institutions in facili-
tating the appropriate economic, financial, institu-
tional and regulatory environment, and specifically
by promoting the growth of institutions like stock
exchanges and diversifying the range of instruments
available for mobilizing resources for investment.
Second, the strategy consolidates traditional areas
of support for financing projects and equity partici-
pation, and for introducing new investment instru-
ments such as guarantees, quasi-equity instruments,
and lines of credit to private financial intermediaries.
Third, it explores the possibilities for playing a more
catalytic role in mobilizing private resource flows
through such mechanisms as co-financing for infra-
structure investments. Fourth, it increases support
for privatization programs through the provision of
advisory services and technical assistance, in addi-
tion to arranging private financing for public enter-
prises slated for privatization. Fifth, the strategy pro-
motes the development of small- and medium-scale
enterprises by providing more focused and
enhanced assistance through lines of credit to per-
forming commercial banks and other financial insti-
tutions.

In the future, the Bank intends to increase sub-
stantially its investments in the private sector. The
objective is to increase systematically and pragmati-
cally the share of ADB commitments to the private
sector.

Procurement Monitoring
and Consulting Services

During the year under review, two documents —
Rules of Procedure for Procurement of Goods and
Works, and Rules of Procedure for the Use of Con-
sultants —— were approved by the Boards. These
new rules were prepared with the primary objective
of providing the Institution with tools for ensuring a
more stringent and rapid implementation of the pro-
jects and programs financed by the Bank, and to har-
monize the Bank’s rules and regulations with those
of other multilateral development banks. Lessons
were drawn from the Bank's experience in the
supervision of procurement activities. These new
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prepared more regularly in the future, in keeping
with the practice in other multilateral development
banks. Such a document will enhance dialogue
between the Bank and its shareholders (through the
determination of the geographical distribution of the
bidders and the winners of the bids). In light of its
basic rules in the area, it will also measure the per-
formance of the services of the Bank and the bor-
rowing countries, through the determination of
deadlines for the processing of files and complaints,
and help to detect the Institution’s procurement
weak points.

To facilitate the utilization and application of the
Bank Group's procurement rules by the operations
departments, a procurement procedures manual is
being prepared. This document, which should be a
reference tool for professionals, aims at providing
guidance for users in the preparation and review of
any document relating to Bank Group-financed pro-
curement. The preparation of this manual will be
financed by bilateral resources mobilized for this
purpose.

Pursuant to the instructions of the Boards of
Governors atthe Annual Meetings in Abuja, 1995, the
terms of reference of the Procurement Review
Committee (PRC) were revised and approved by the
Boards of Directors on 15 July 1996, and hecame
effective as of 20 September 1996. In 1996, FPRU (the
Procurement Review Committee secretariat) exam-
ined and processed three complaints lodged by
different suppliers.

Information Disclosure Policy

As a development finance institution, the Bank
Group has to be open and transparent in all areas of
its activities and aperations in order to achieve its
major abjective — which is to contribute to the eco-
nomic and social development of its RMCs. As a
financial institution owned by member countries, the
Bank Group is also accountable for the management
of resources put at its disposal, and it has the abliga-
tion to be open and to respond to the concerns of
shareholders. This implies clear access by share-
holders to information on the use and effectiveness
of the mabilized resources. Therefore, dialogue and
a two-way flow of information are basic prerequi-
sites for cooperation, coordination and effective par-
ticipation of all partners concerned in Bank Group
operations.

Considering the crucial role of information disclo-
sure for the effectiveness of Bank Group operations,
the Boards are cansidering an Information Disclo-
sure Policy with the objectives of increasing public
awareness of Bank Group operations, policies, pro-
cedures and administration; improving accountabi-

lity to shareholders and state participants; strength-
ening cooperation with ather development partners,
including international financial institutions and pri-
vate sources of finance; promoting broad dialogue
on institutional policy formulation and reform, as well
as on strategies to enhance capacity building in
RMCs and better management of development pro-
grams and projects; ensuring competition amang
suppliers of goods and services, in arder to maximize
efficiency in procurement under Bank Group-
financed projects and programs; and informing
potential beneficiaries and concerned parties of
investment opportunities generated by Bank Group
activities.

It is also proposed to establish a Public Informa-
tion Center at Bank Headquarters in Abidjan, to
serve as a reference point for the public in member
countries interested in information about the Bank
Group — including visitors ta the Bank. The Bank is
also planning ta open a Web site on the Internet to
enable any interested parties to access information
on the Bank Group.

Operational Activities of
the Bank Group

Resource Mobilization

The gross cumulative resources of the Bank Group
amounted to US$ 23.41 hillion as at 31 December
1996. The African Development Bank accounted for
US$ 12.03 hillion or 51.38 per cent, compared to
US$ 10.95 billion or 46.77 per cent in the case of the
African Development Fund; and the total resources
of the Nigeria Trust Fund amounted to US$ 0.43 bil-
lion, or 1.85 per cent.

Buring the year under review, 19,760 additional
shares were subscribed under GCI-1V. This brought
cumulative subscriptions to 1,587,986 shares or 98.0
per cent out of 1,620,000 authorized shares, leaving
27,222 shares unsubscribed (exclusive of Ex-
Yugoslavia's 4792 shares). As a result of the applica-
tion of the amended Share Transfer Rules, a total of
22,242 shares were forfeited and made available for
subscription.

As at 31 December 1996, a total of US$ 3.39 billion,
excluding special contribution of US$ 27.02 million,
had been subscribed under ADF-VI. This amount
represents 94.42 per cent of the total pledges of
US$ 3.59 hillion made under ABF-VI for the period
1991-93. Cansultations on the Seventh Replenish-
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regional member countries. Areas of financing
range from pre-investment and economic studies,
and short-term, and consultancy missions, to the
provision of experts and training of staff. The Bank
held consultative meetings with representatives of
the People’s Bank of China in Abidjan and the Import-
Export Bank of China in May, 1936, to explore further
areas of cooperation between the Bank and China
not covered by the grant agreement.

Japan

In 1996, additional resources under the Policy and
Human Resources Grant amounting to Yen 200 mil-
lion were received from Japan. The funds were allo-
cated to the following activities: i) the ADB/Japan
Fellowship Program 1996/97, under which 10 RMCs
students were selected to study abroad; ii) the Eco-
nomic Management, Taxation, and Tax Administra-
tion Seminar for francophone countries held in
November 1996 with 29 senior government officials;
iii} studies on long-term financing and banking in
Southern African countries; and iv) hosting ADF-VII
supplementary resources meeting in Osaka, Japan.

The Netherlands

Two new agreements were entered into with The
Netherlands for the financing of technical assis-
tance services to improve the quality of the loan
portfolio of the Bank and for the protection and
enhancement of the environment in borrowing
member countries. These amount to approximately
US$ 1.8 million and US$ 600,000, respectively. In addi-
tion, major elements of the Africa Energy Program
continued to be supported by an outstanding grant.

The Nordic Countries

The President met with all the Nordic Governors,
in January in Stockholm, to discuss the progress of
the Bank's reform process as well as other issues of
common Nordic concern, such as the role of the
Bank within the multilateral system, the role of the
Bank in private sector development, the role of the
Bank in the Southern Africa Region, including the
Bank’s follow-up of the Nordic-financed Study on
Economic Integration of Southern Africa, and the
Bank’s progress in mainstreaming cross-cutting
issues such as poverty, gender and environement.

During the year under review, the activities of the
Swedish Consultancy Fund were evaluated, the find-
ings of which will constitute the basis for negotiating
future replenishments. The programs of Norway,
Denmark and Finland were under implementation. A
«Review of the Nordic Technical Cooperation Agree-
ment», funded by Norway, was also carried out.

Switzerland

Cooperation between the ADB and Switzerland
was enhanced by the increased financing of pre-
investment studies and short-term consultancies.
Under this program, the Bank also financed the
special studies on governance, micro-enterprise
guidelines, and the review of Bank operations.
During the annual review meeting on the coopera-
tion program which took place in November 1996,
Switzerland agreed to expand its assistance in 1997
and beyond, and to continue financing project
preparation studies and technical assistance relat-
ing to the strengthening of the Bank's project cycle
activities and institution building.

USAID

The implementation of the USAID-funded activi-
ties continued with respect to strengthening the
institutional capacity of the Bank in operational mat-
ters, especially those relating to the environment
and the private sector. Other areas covered consoli-
dation of previously assisted areas in training, com-
puterization, and capacity building. The USAID-
funded activities were undertaken with the grant of
US$5.0 million made to the Bank for the period 1995-
97. The full grant has been earmarked to specific
projects whose disbursement should be completed
by April 1997.

Cooperation with Multilateral Institutions

The Bank’s cooperation with multilateral financial
institutions, as well as with other intergovernmental
organizations, improved in 1996 with the successful
conclusion of ADF- VII consultations. The coopera-
tion mainly took the form of intensified aid coordina-
tion and mobilization of additional resources through
co-financing activities. In 1996, the Bank was
involved in 14 co-financing operations which
amounted to UA 2,225.99 million. The contribution of
the Bank in these operations represented 10.89 per
cent, while the contribution from multilateral donors
represented 70.19 per cent.

European Development Fund (EDF)

Delays in the replenishments of both the EDF-VIII
and ADF-VII did not permit the 1996 annual consuita-
tions to take place. Nonetheless, the ADB contact
mission visited Brussels to discuss issues relating to
the results and implications of EDF-VIll which are
expected to take effect in 1997. The two institutions
agreed to reactivate their collaboration in the areas
of information exchange, co-financing, and private
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United Nations Educational, Scientific and Cultural
Organization (UNESCO)

Collaboration between the Bank and UNESCO
remained active in 1996, with the annual coordina-
tion meeting taking place in Abidjan in June. During
the year, the two institutions undertook seven joint
identification, four joint preparation, one joint
appraisal, four joint supervision, and two joint post-
project completion report missions. Additionally,
UNESCO administered eight projects financed by the
Bank Group. Finally, the Director General visited the
Headgquarters of the Bank and presented a request
for financing the World Foundation for Research and
Prevention of AIDS. The Bank is consulting some of
the beneficiary countries on the manner of support-
ing this request.

United Nations Industrial Development
Organization (UNIDO)

The Bank actively participated in the launching of
UNIDO’s Alliance for Africa’s Industrialization {AAl),
which took place in Abidjan, Cote d'lvoire, in October
1996. The Bank had earlier contributed to the prepa-
ration of the concept paper of the AAl during a meet-
ing held in September 1996 in Addis Ababa. The
Bank continues to exchange information with UNIDO
relating to the Second Industrial Development
Decade for Africa.

The World Bank

The World Bank, with its affiliates IDA and IFC,
remained the most important single multilateral
cooperating partner with the Bank in 1996. It pro-
vided 22.6 per cent of the external resources mobi-
lized for co-financing activities in 1996. With the
. replenishment of ADF resources, joint assistance to
the regional member countries improved under the
SPA. The relationship between the Bank and the
World Bank was further enhanced by several con-
sultation and cooperation activities at both senior
management and staff levels. The two institutions
also worked closely together to establish a list of
documents and information to be exchanged, and to
promote cooperation aimed at upgrading profession-
al skills of Bank staff through short -and medium-
term training programs and staff exchange. In this
regard, two World Bank staff members were sec-
onded to the Office of the Vice President for Finance.
Procurement Officers of the Bank were also sent fo
the World Bank for training, and two ADB staff par-
ticipated in the World Bank Executive Development
Program. A World Bank mission also visited the
Bank in September to assist with the 1936 Annual
Portfolio Performance Report, while an ADB mission

to Washington explored the possibilities for closer
collaboration in the formulation of operational poli-
cies and African research and development issues.
In November 1996, a mission led by the Vice Presi-
dent for Operations visited the Worid Bank Head-
guarters. The mission was successful in reinforcing
joint efforts relating to co-financing, information and
staff exchange, and private sector development. A
few joint training programs were also organized for
Bank and RMCs. In addition, the Private Sector Unit
established closer contacts with the IFC and MIGA.
Finally, the Boards approved the establishment of a
representation office in Washington which should
further enhance the relations between the two insti-
tutions.

World Health Organization (WHO)

The ADB and WHQ continued their collaborative
efforts in several technical areas such as HIV/AIDS,
health sector policy, human resources development,
tropical diseases, and basic medication. The annual
coordination meeting took place in Abidjan, in
October 1996. The two parties reviewed their
cooperation program and drew up a future program
which would include expanding analysis of health
conditions in countries such as Djibouti, Somalia and
Malawi. It was also agreed that the two institutions
would reinforce their collaboration in the implemen-
tation of the United Nations Special Initiative for
Africa and the Essential Drugs Program.

Cooperation with African Institutions

Organization of African Unity (OAU)

The ADB/OAU collaboration, particularly through
the OAU/ECA/ADB Joint Secretariat, has made con-
siderable progress in its efforts to promote socio-
economic development in Africa. In June 1996, the
Bank actively participated in the OAU/ECA/ADB
Joint Secretariat and Chief Executives Meetings, as
well as in the experts’ meeting of AEC/ECOSQC. The
joint statement adopted at the end of these meetings
underscored the need to allocate appropriate
resources for education and skills training to reverse
the trend of increasing poverty and unemploymentin
Africa.  The Bank also participated in the
OAU/ECA/ADB Joint Task Force Review Meeting of
the proposed Program on Participatory Management
of African Agriculture and the Environment in April
1996. The aim of the program is to assist African
countries in their efforts to achieve sustainable agri-
cultural development while tackling environmental
problems. The ADB also attended the Sixty-Fourth
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with the International Finance Corporation (UA 1.22
million) and local banks (UA 0.17 million). The ADB
loan represents 30 per cent of the total project cost.

Uganda East African Glass Works {1995) Ltd.
Total Cost: UA 13.07 million
Amount: UA 4.03 million
Duration: 9years, including a

2-year grace period

The project involves complete rehabilitation of a
container glass making plant to cater to the growing
demand for bottles, jars, pressed glass and table-
ware in Uganda and East African markets. The plant
will have an installed capacity of 60 tons per day or
21,900 tons per annum. The project will aliow
bottlers of beer and soft drinks, as well as producers
of food products, pharmaceuticals and pesticides to
have access to domestically produced glass con-
tainers and to benefit from competitive prices in
local currency. Currently, all glass containers in
Uganda are imported. Other economic benefits of
the project include the creation of employment
opportunities for 200 workers, technology transfer
and substantial foreign exchange savings. The pro-
ject will also provide an important input to existing
industries in Uganda, as well as facilitate develop-
ment of new industries, particularly in the food pro-
cessing sector which is encouraged by the Govern-
ment. The project will be co-financed with the
International Finance Corporation {UA 4.52 million).
ADB financing represents 31 per cent of total financ-
ing.

Financial Management

Subscriptions

As at 31 December 1996, the authorized capital
stock of the Bank remained unchanged at UA 16,200
million (1,620,000 shares). The authorized capital is
made up of 202,500 paid-up shares {12.50 per cent)
and 1,417,500 callable shares (87.50 per cent), and
has been allocated to Regional and Non-Regional
members for subscriptions in a 2:1 ratio, respectively.

Cumulative subscriptions at the end of the year
stood at UA 15,879.87 million {98.02 per cent) of the
authorized capital, compared with UA 15,749.69 mil-
lion (97.22 per cent) at the end of 1995. The net
increase in the level of subscriptions was the result
of new subscriptions from Céte d'lvoire (15,010

shares) and Mali {4,750 shares); the subscription of
additional paid-up shares under GCI-IV and the with-
drawal of shares in arrears of more than 12 months
for pre-GCIl-V and 48 months for GCI-IV as required
by the Share Transfer Rules (Resolution B/BG/92/08).
Consequently, adjustments were also made to the
callable capital of the Bank. At the end of 1996, the
total callable capital stood at UA 13,938.43 million,
compared with UA 13,833.73 miliion the previous
year.

As at 31 December 1996, cumulative subscriptions
amounted to 1,587,986 shares out of 1,620,000 autho-
rized shares, leaving 27,222 shares unsubscribed
(exclusive of Ex-Yugoslavia's 4,792 shares). Of the
unsubscribed shares, 22,710 shares {83.43 per cent)
were unsubscribed by RMCs and 4,512 shares (16.57
per cent) by non-RMCs. As of the same date, 22,242
shares were available for subscription at the ratio of
one paid-up to seven callable shares in accordance
with the Share Transfer Rules. These shares are
made up of 17,730 shares (79.72 per cent) from RMCs
and 4,512 shares {20.28 per cent) from non-RMCs.
The remaining 4,980 shares will be subscribed to on
payment of instailments due under GCI-1V

As at 31 December 1996, the cumulative paid-
in amount on subscriptions before cumulative
exchange adjustment on subscription was UA
1,941.43 million, compared with UA 1,883.24 million
the previous year.

Arrears on subscriptions, as at 31 December 1996,
amounted to UA 38.14 million, inclusive of UA 32.22
million relating to unhonored GCI-IV promissory
notes. Total arrears therefore represented 1.96 per
cent of the paid-up capital as at the end of 1996.
Shares corresponding to the amounts in arrears are
automatically withdrawn, cancelled, and re-issued
for subscription at the ratio of one paid-up to seven
callable shares. By 31 December 1996, the number
of such shares available for subscription by all mem-
ber countries stood at 22,242 shares, of which 15,891
shares were allocated to Gabon {10,891 shares) and
Burkina Faso (5,000 shares) in October 1996, leaving
6,351 available shares.

The position of capital subscriptions on 31 Decem-
ber 1996 is shown in Annexes 1-6 and 1-6(a) which
form part of the Financial Statements.

Borrowings

In 1996, the Bank raised an amount of FRF 2 billion
with a maturity of ten years. The after swap all-in-
cost of the borrowing was 7.09 per cent for the first
five years and 6-month Libor+2.8 basis points for
the second five years. During the year ending 31
December 1996, the Bank achieved liability manage-
ment savings of UA 14.18 million, comprising interest
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According to the Bank's non-accrual policy,
interest and other charges on loans made to or guar-
anteed by a member country are excluded from loan
income if the related principal, interest or other
charges are in arrears far six months or more. The
Bank maintains provisions for possible loan losses
based on an assessment of the collectibility risk of
the entire loan portfolio. As a result of the non-
accrual palicy, a net amount of UA 29.05 million
(made up of non-accrued income for the year of UA
60.42 million less cash receipts of previously non-
accrued income of UA 31.37 million) was excluded
from the foan income in 1996.

The Bank's administrative expenses including
restructuring costs and net of management fees
received from the African Developement Fund and
the Nigeria Trust Fund, totalled UA 30.75 million in
1996, a decrease of UA 7.71 million or 20.05 per cent

from 1995. The Bank Group's total administrative
expenses excluding restructuring costs, also
decreased by UA 6.58 million or 8.04 percent to UA
75.31 million in 1996, from UA 81.89 million in 1995.
During the year, the Bank Group undertook certain
restructuring activities resulting in separation-
related costs of UA 5.33 million. The Bank's share of
these costs was UA 2.09 million.

Reserves, net of the Cumulative Currency Transla-
tion Adjustment (CCTA), increased by UA 103.93 mil-
lion during the year from UA 796.10 million in 1935 to
UA 900.03 million at 31 December 1996. The CCTA
was a negative UA 210.98 million at December 31,
1996, virtually unchanged from the negative balance
of UA 211.27 million at 31 December, 1995.

The audited financial statements for 1996 together
with the repart of the External Auditors are attached
to this report as Annex 1.
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APPENDIX A
Resolutions adopted by the Board of Governors in 193
Number Subject Date of
Approval
B/BG/96/01 By-election of Directors of the African Development Bank 23/05/1996
B/BG/96/02 Adoption of the Annual Report and Audited Statement of Account for 23/05/ 1996
the financial year ended 31 December 1995
B/BG/96/03 Allocation of Net Income of the Bank for the Financial Year ended 23/05/ 1996
31 December 1995
B/BG/96/04 Appointment of External Auditors for the Financial Years 1997 through 2001 23/05/ 1996
B/BG/96/05 Settlement of Arrears by Borrowing Member States 23/05/1996
B/BG/96/06 Vote of Thanks of the Board of Governors to His Excellency, 23/05/ 1996
Henri Konan BEDIE, the President of the Republic of Céte d'lvoire
B/BG/96/07 Vote of Thanks of the Board of Governors to the Chairman, Bureau 23/05/ 1996
and Joint Steering Committee of the Boards of Governors
B/BG/96/08 Date and venue of the Thirty-Third Annual Meeting of the Board of 23/05/ 1996

Governors of the African Development Bank (1997)
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Board of Gevernors and Voting Power of Member Countries as at 31 December 1936
Country Governor Alternate Governor Voting  Percent-
Power age
Total Regionals: 1,050,827 65.820
1. Argentina ROQUE BENJAMIN FERNANDEZ PEDRO POU 4617 0.289
2. Austria VIKTOR KLIMA HANS DIETMAR SCHWEISGUT 6,617 0414
3. Belgium PHILIPPE MAYSTADT GINO ALZETTA 9,241 0579
4. Brazil ANTONIO KANDIR GUSTAVO J. LABOISSIERE LOYOLA 6,617 0414
5. Canada LLOYD AXWORTHY THOMAS A. BERNES 51,025 3.196
6. China DAI XIANGLONG CHEN YUAN 15,625 0.979
7. Denmark ELLEN MARGRETHE LOEJ {Ms) PETER BRUCKNER 16,161 1.012
8. Finland KIRSTI LINTONEN {Ms}) RITVA JOLKKONEN 7,185 0.450
9. France JEAN LEMIERRE FRANCIS MAYER 51,025 3.196
10. Germany KLAUS-JURGEN HEDRICH MICHAEL ROSKAU 55,953 3.505
11. India P. CHIDAMBARAM MONTEK SINGH AHLUWALIA 3,625 0.227
12. ltaly CARLO AZEGLIO CIAMPI MARIO DRAGHI 33121 2075
13. Japan HIROSH! MITSUZUKA YASUO MATSUSHITA 74,329 4.656
14. Korea SEUNG-S00 HAN KYUNG SHIK LEE 6,617 0.414
15. Kuwait NASER AL-ROUDAN HISHAM AL-WOQAYAN 6,617 0414
16. Netherlands GERRIT ZALM JAN P. PRONK 10,857 0.680
17. Norway ASBJOERN MATHISEN KNUT VOLLEBAEK 16,161 1.012
18. Portugal ANTONIO DE SOUSA FRANCO FERNANDO TEIXEIRA DOS SANTOS 3,649 0.229
19. Saudi Arabia YOUSEF AL-BASSAM ABDULRAHMAN SEHAIBANI 3,225 0.202
20. Spain RODRIGO DE RATO Y FIGAREDO JOSE MANUEL FERNANDEZ NORNIELLA 8,497 0.532
21. Sweden MATS KARLSSON LENNART BAAGE 21,361 1.338
22, Switzerland NICOLAS IMBODEN HENRI PHILIPPE CART 20,305 1.272
23. United Kingdom BARONESS CHALKER OF WALLASEY N.B. HUDSON 23,189 1.452

24. United States

of America ROBERT E. RUBIN JOAN E. SPERO (Ms) 90,077 5.642
Total: Non-Regionals 545,696 34.180
Grand Total: 1,596,523 100.000
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Board of Directors — Voting Power and Countries Represented as at 31 December 1996

APPENDIX C

Directors For Voting Power

(Percentage)

Total: Regionals 65.820
|. BUORK-KLEVBY {Ms) Sweden 1.338
J.M.A. ERIKSEN (Ms) {Alternate} Denmark 1.012
India 0.227
Norway 1.012
Switzerland 1.272

Finland _ 0450 5311

A.M. DEAR (Ms) USA 5.642 5.642
C. DIVEGLIA Italy 2.075
E.R. PERRIN (Aiternate) France 3.196

Belgium 0.579 5.849
K. NARITA Japan 4.656
L. SIMOENS DA SILVA (Alternate) Brazil 0.414
Argentina 0.289
Austria 0414

Saudi Arabia 0.202 5.976
M.A.POWER | United Kingdom 1.452
J.F. VAN DUNNE (Alternate} Netherlands 0.680
Portugal 0.229

Germany 3.505 5.866
S. D. SCRIMSHAW (Ms) Canada 3.19%
A. AL-HASHEM! (Alternate) Kuwait 0414
China 0.979
Korea 0.414

Spain 0.532 5.536

Total: Non-Regionals 34.180

Grand Total: 100.000

18ince 1st November 1996; and A. AL-ABDUL-RAZZAQ (Kuwait) before that.
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Sao Tome Livestock Development Support
and Principe  Project
Total Cost:  UA 2.90 million
Amount: UA 2.60 million
Duration: 50 years, including a

10-year grace period.

The aim of the project is to meet the national
demand for livestock products, with a view to
improving the country’s food security by increasing
the productivity of pigs, goats, sheep and poultry
farming. Levels of livestock productivity will be
increased by at least 30 per cent by 2001. Also by the
year 2001, livestock mortality is expected to
decrease, on average, from 20 per cent to 7 per cent
for small ruminants; from 50 per cent to 15 per cent
for poultry; and from 30 per cent to 8 per cent for
pigs. The project will increase farmers’ income and
will have a positive impact on the living standard of
women by facilitating their access to cooperative
credit, training and extension programs. The project
provides for the establishment of an epidemiological
monitoring unit, the strengthening of the veterinary
laboratory, the training of middle management, tech-
nicians and extension workers, and the promotion of
livestock activities. The ADF loan will cover 90 per
cent of the total cost of the program, and will be used
in financing the entire foreign exchange cost and 67
per cent of the local currency costs.

Zambia Agricultural Sector Investment Program
Total Cost: UA 27.19 million
Amount: UA 15.00 million
Duration: 50 years, including a

10-year grace period

The aim of the Agricultural Sector Investment pro-
gram (ASIP) is to contribute to GDP growth and
poverty reduction by increasing the income and living
standards of 364,285 households. This is to be
achieved by supporting income-generating micro
projects, while monitoring sustainable environmental
conditions and promoting sound principles of entre-
preneurship and private initiatives. The program is
part of assistance provided by the donor community
in support of ASIP. While other donor funds were
used for other regions, the ADF loan is for the Eastern
Province and provides support for income and
employment-generation activities. The program
specifically aims at enhancing the productive
capacity of smallholders through improved research,
extension services and credit. This is expected to
result in increased production by 115,120 tons of
maize, 428 tons of beans, and 428 tons of sorghum
and other crops by the year 2005/2006. [t will also
contribute to improved cattle health and marketing

services. - Consequently, livestock production is
expected to increase by 26,000 tons during the same
period.

The program consists of developing 1000 ha of
agro-forestry, training 15,000 households on the
basics of the environment, and establishing 9 seed
multiplication units. The components of the program
include: support for research and extension training,
establishment of such infrastructure as buildings,
access roads and water supply; and the establish-
ment of rural financing mechanisms such as rural
investment and agricultural credit funds. The pro-
gram will construct one multi-purpose training center
and rehabilitate 7 farm training centers, 5 cattle mar-
ket centers, 5 quarantine stations, and 480 crush
pens. In addition, 800 ha of land will be padlocked at
the artificial insemination station. Sanitary facilities
comprising 109 wells/bores fitted with pumps and
361 sanitary blairs will be provided. Also, 257
communal storage facilities and 257 camp offices
will be established. A total of 400 km of farm access
roads together with 10 culverts will be built; 92 small
fish ponds will be constructed, and 6 small irrigation
schemes rehabilitated. By the year 2005/2006, about
1,000 ha will be under vegetable gardening. About
300 women's groups will be positioned to benefit
from credit. The ADF loan will cover 55 per cent of
the program’s total cost and will fund the entire
foreign exchange cost. The ADF will co-operate
in the field with Sida and Belgium Aid, which are
pursuing the same objectives in the region.

Transport

Benin Cotonou-Porto-Novo Road Rehabilita-
tion Project
Total Cost: UA 61.01 million
Amount: UA 10.00 million
Duration; 50 years, including a

10-year grace period

The aim of the project is to improve the traffic flow
within Cotonou town, as well as to promote trade
among the country's southern provinces and region-
al trade along the Accra-Lome-Lagos Trans-West
African axis. The project will also contribute to a
reduction in traffic accidents around Cotonou's east-
ern suburbs along the Cotonou-Porto-Novo road,
and generate financial resources for maintaining the
road. It will develop an 18.3 km two-pavement (two
lanes on each pavement) trunk road between
Cotonou and Seme —- including the development
and equipping of a weigh bridge/toll gate — and
develop an existing 9.4 km two-lane road between
Seme and Porto-Novo. The project is jointly
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sector enterprises and to create a fund that will be
used to allocate resources to intermediaries that
promote micro-enterprises. The line of credit is
intended to support new small and medium-scale
enterprises, to modernize and expand existing manu-
facturing, agro-industry, tourism and related
services, as well as to support export-criented
enterprises which produce goods for COMESA and
SADC countries as well as the European Union. The
line of credit will support the small and medium-
scale enterprises (SMSE) development project by
increasing the capacity utilization of beneficiary
industries, the quantity and quality of exportable
goods, and creating new production capacities.

Social Sectors

Promotion of Women’'s Activities in
Oueme Province
Total Cost:
Amount:
Duration:

UA 2.22 million

UA 2.00 million

50 years, including a
10-year grace period.

The aim of the project is to increase women's par-
ticipation in socio-economic development by pro-
moting income-generating activities for women in
Oueme Province and raising literacy levels. The pro-
ject would establish mechanisms for informing and
sensitizing women on the possibilities for economic
activities inthe province; creation of a credit fund for
women; the strengthening of local financial institu-
tions; and development of functional literacy and
post-illiteracy programs and skills acquisition
through the use of micro/small enterprise manage-
ment techniques. Through the project, 124,000
women will be covered by the literacy programs
while some 450,000 women and men will benefit from
the IEC (Information, Education and Communication )
program. In addition, 620 girls and 620 adult women
will attend skill development programs. The ADF
loan will finance 90 per cent of the total cost. The
Government of the Republic of Benin will provide the
remaining 10 per cent. The project will be imple-
mented over a period of four years, starting in June
1997.

Mozambique Beira Corridor Health project

Total Cost:  UA 8.57 million
Amount; UA 7.71 million
Duration: 50 years, including a

10-year grace period

The overall objective of the project is to improve
the delivery of health care in Mozambique. By the
year 2001, health care coverage will be increased
from 30 per cent to 50 per cent, and the maternal

mortality rate will be reduced from 300 to 200 per
100,000 live births. The project will restore and
strengthen the capacity of existing primary-level
health facilities in the project area through: the reha-
bilitation and reconstruction of 17 health centers
along the Beira Corridor; construction, furnishing
and equipping of 7 type lll health centers; rehabilita-
tion, furnishing and equipping of 10 type | health
centers; construction of 52 staff houses and a new
health training center with appropriate materials;
provision of 12 fellowships; and in-service training
for health personnel which would include one semi-
nar, six workshops, and refresher courses. The pro-
ject will improve both coverage and quality of health
services. The ADF loan will be used to finance 90 per
cent of the total cost of the project while the remain-
ing 10 per cent will be provided by the Government of
Mozambique.

Rwanda  Rehabilitation of Secondary Education
and of the Busogo Agronomy and Live-

stock Institute (Reallocation)

Total Cost: UA 10.00 million
Amount: UA 9.00 million
Duration: 50 years, including a

10-year grace period

The aim of the project is to strengthen national
reconciliation, social rehabilitation and economic
recovery by training personnel for various sectors of
the economy, as well as through the rehabilitation of
secondary education and of the Institut Supérieur
d’Agronomie et d'Elevage (Agronomy and Livestock
Institute, 1ISAE). By the year 1999, 31 secondary
schools would be rehabilitated, equipped and fur-
nished; production and distribution of textbooks to
116 public schools and 168 grant-aided schools
would be achieved; four training sessions for 2,350
secondary school teachers would be conducted; 350
training agricultural engineers at ISAE carried out;
and renovation and equipment of the Agronomy and
Livestock Institute and training of its teaching staff
undertaken. The ADF will finance 90 per cent of the
total project cost through reallocation of previous
loans.

Rehabilitation of Health Infrastructure

in Rwanda (Reallocation)

Total Cost: UA 5.28 million

Amount; UA 4.76 million

Duration; 50 years, including a
10-year grace period

Rwanda

The aim of the project is to ensure the socio-eco-
nomic well-being of the population and the heaith of
the returnees by providing access to quality health
care for communities in the Kibuye, Gisenyi and
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laboratory attendants; the rehabilitation and exten-
sion of four provincial education inspectorates in
Saint Louis and Kolda; the equipping of academic
and provincial inspectorates, and the training of 80
officers at the provincial level and 1110 officers in
schools and parent associations to oversee the pre-
ventive maintenance of school infrastructure, furni-
ture and equipment. The ADF loan will be used to
finance 86 per cent of the total project cost.

Multisector

Mauritania Public Resource Management and
Capacity Building Program

Total Cost: UA 272.60 million
Amount: UA 7.80 million
Duration: 50 years, including a

10-year grace period

The program falls within the context of economic
reforms undertaken with the support of the Bretton
Woods Institutions. It aims at increasing domestic
savings through internal resource mobilization and
improved allocation and management of public
expenditure. In that regard, a series of institutional
reforms will be implemented starting in 1997 and
ending in the year 2000. These would include the
extension of the fiscal base, improvement of the
fiscal administration guality, and review of direct and
indirect taxation. These reforms will be accompa-
nied by the preparation of a three-year rolling public
expenditure program and the reallocation of public
expenditures to basic infrastructure and programs.
The program is expected to achieve an increase in
the budgetary balance excluding grants, from -0.8
per cent of GDP in 1995 to 2.5 per cent in 1998; an
increase in domestic savings from 11.2 per cent of
GDP in 1995 to 17.1 per cent in 1998; and an increase
in budgetary receipts from 24 per cent of GDP in 1995
to 26 per centin 1998. Other components of the pro-
gram include: a decrease in total public expenditure
from 24.8 per cent of GOP in 1995 to 3.5 per cent in
1998; a public expenditure program (PEP) in keeping
with the macroeconomic framework elaborated and
implemented each year from 1997, core public
investment three-year rolling program (CPIP) in line
with the macroeconomic framework elaborated and
implemented from 1997; and financing of public
poverty reduction programs from 300 million Maurita-
nia Ouguiya (MU) in 1995 to 600 MU in 1998. There
will also be: creation of a central filing system
assigning to each tax payer an individual identifica-
tion number; cross checking between customs and
tax; implementation of the tax exemption reform on
contracts and public projects; adoption of new regu-
lations on corporate income tax; and adoption of
new regulations on the income tax of physical

entities. The program is supported by the IBRD (UA
13.90 miilion) and the European Union (UA 11.6 mil-
lion). The ADF loan will be used to finance 3 per cent
of the total project cost.

Financial Management

Subscriptions

As at end of 1996, total ADF-VI subscriptions,
excluding a special contribution of UA 18.79 million,
was at UA 2, 356.23 million. This amount represents
98.90 per cent of the total amount pledged of UA
2,382.50 million. Italy, whose total pledge to ADF-VI
amounted to UA 230.26 million {excluding a special
contribution of UA 36.84 million) or 9.66 per cent of
the total amount pledged, deposited its instrument of
subscription for a partial payment of UA 204 million of
its ordinary contribution.

The total amount subscribed, as at 31 December
1996, under the ordinary contribution of ADF-VII,
amounted to UA 652,47 million, or 61.27 per cent of
the total amount pledged of UA 1,064.96 million. An
amount of UA 189.47 million was also subscribed
under the special contribution, or 67.82 per cent of
the total pledged of 279.38 million.

As at 31 December 1996, total payments on sub-
scriptions to the Fund amounted to UA 7,988.43 mil-
lion, excluding an amount of 7.02 million which was in
arrears.

To finance its operations during the year, the Fund
encashed promissory notes in the amount of UA
381.31 million (before adjustment for exchange rate
movements).

As at 31 December 1996, the Fund’s gross cumula-
tive financial resources, which comprise the accu-
mulated net losses from its operations and subscrip-
tions received from State participants, adjusted for
losses and gains resulting from exchange rate fluctu-
ations, amounted to UA 7,616.81, compared with UA
7,502.27 million the previous year, as restated. The
detailed statement of subscriptions to the Fund is
attached as Annex lII-6 to the financial statements.

Loans

Loans approved, less cancellations as at 31
December 1996, amounted to UA 6,852.01 million, as
compared with UA 7,100.10 million in 1995; a decline
of 3.49 per cent, compared with a decline of 1.52 per
centin 1995,
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AKINTOLA WILLIAMS & HASSAN INC. DELOITTE & TOUCHE LLP
Immeuble Alpha 2000, 14¢ Etage Two World Financial Center
01 BP 4114, Abidjan 01 New York, NY 10281

Cote d'lvoire United States of America

REPORT OF THE EXTERNAL AUDITORS
TO THE BOARD OF GOVERNORS
OF THE AFRICAN DEVELOPMENT FUND

We have audited the accompanying special purpose financial statements (Annex Ili-1 to 111-6) of
the African Development Fund (the Fund). These financial statements are the responsibility of
management. Our responsibility is to express an opinion on these financial statements based on
our audit.

We conducted our audit in accordance with International Standards on Auditing. Those Stan-
dards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by manage-
ment, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

As described in Note B to the special purpose financial statements, these financial statements
were prepared for the purpose of reflecting the net development resources of the Fund, which is
a comprehensive basis of accounting other than international accounting standards. The financial
statements for 1995 have been restated to reflect the basis of presentation adopted in 1996.

In our opinion, the aforementioned financial statements present fairly, in all material respects, the
financial position of the African Development Fund as of 31 December 1996 and 1995, and the

results of its operations and its cash flows for the years then ended on the basis of accounting
described in Note B, and comply with the Agreement establishing the Fund.

/‘er.)md, Iz\o/l[:wmx > H‘a.rm«n /nc- Wéwap

AKINTOLA WILLIAMS & HASSAN INC. DELOITTE & TOUCHE LLP

Abidjan, Céte d’lvoire
26 March 1997
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APPENDIX B
Board of Governors and Voting Power of State Participants and the ADB as at 31 December 1996
Country Governor Alternate Governor Voting  Percent-
Power age
1. African Development
Bank: 1,000.00 50.000
2. Argentina ROQUE BENJAMIN FERNANDEZ PEDRO POU 0.23 0.012
3. Austria VIKTOR KLIMA HANS DIETMAR SCHWEISGUT 1281 0.630
4. Belgium PILIPPE MAYSTADT GINO ALZETTA 17.05 0.853
5. Brazil ANTONIO KANDIR GUSTAVO J. LABOISSIERRE LOYOLA 12.50 0.625
6. Canada LLOYD AXWORTHY THOMAS A. BERNES 95.16 4.758
7. China DAI XIANGLONG CHEN YUAN 1412 0.706
8. Denmark ELLEN MARGRETHE LOEJ {Ms) PETER BRUCKNER 31.20 1.560
9. Finland KIRSTI LINTONEN (Ms) RITVA JOLKKONEN {Ms ) 15.36 0.768
10. France JEAN LEMIERRE FRANCIS MAYER 88.50 4425
11. Germany KLAUS-JURGEN HEDRICH MICHAEL ROSKAU 92.01 4.600
12. India P. CHIDAMBARAM MONTEK SINGH AHLUWALIA 5.72 0.286
13. ltaly CARLO AZEGLIO CIAMPI MARIO DRAGHI 80.14 4.007
14. Japan HIROSHI MITSUZUKA YASUO MATSUSHITA 142.10 7.105
15. Korea SEUN-SO0 HAN KYUNG SHIK LEE 7.96 0.398
16. Kuwait NASER AL-ROUDAN HISHAM AL-WOQAYAN 15.80 0.790
17. Netherlands GERRIT ZALM JAN P. PRONK 25.98 1.299
18. Norway ASBJOERN MATHISEN KNUT VOLLEBAEK 38.92 1.946
19. Portugal ANTONIO DE SOUSA FRANCO FERNANDO TEIXEIRA DOS SANTOS 6.88 0.344
20. Saudi Arabia YOUSEF AL-BASSAM ABDUL RAHMAN SEHAIBANI 2212 1.106
21. Spain JOSE MANUEL F. NORNIELLA ALVARO RENGIFO ABBAD 16.00 0.800
22, Sweden MATS KARLSSON LENNART BAAGE 51.01 2.550
23. Switzerland NICOLAS IMBODEN HENRI PHILIPPE CART 39.01 1.950
24, United Arab Emirates MOHAMED KHALIFA AL YOUSEF ABDULLAH HUSSAIN DAWOOD 1.05 0.053
25. United Kingdom BARONESS CHALKER OF WALLASEY N.B. HUDSON 38.33 1917
26. United States
of America ROBERT E. RUBIN JOAN E. SPERO (Ms) 130.24 6.512
Total 2,000.00 100.000







AFRICAN DEVELOPMENT FUND 187
APPENDIX D
Subscriptions of State Participants and the ADB as at 31 December 1996
Contribution
Participant UA
1. African Development Bank ...........ooovoeeemnnee e 111,740,678
2, ArgeMtiNG .. 8,860,520
3 AUSEIIA . e 99,058,683
A Belgium ... 133,990,040
0. Brazil ..o 107,702,098
B, CaNAda ... 807,552,518
L 111 132,775,031
B DENmarK .. 245,137,989
9 RNIaNd . .o 132,094,978
10, FraNCE e 826,135,740
11 BOIMANY .« e 870,116,185
L7 11 T 49,175,905
13 Ay o 629,756,176
T aPaN . 1,290,352,319
15, Korea (Rep. 0f) ..o 62,570,286
16, KUWAIE . o 140,760,662
17 Netherlands ... e e 216,093,677
8. NOIAY o 361,704,464
19, Portugal ... 54,054,700
20. Saudi Arabia ... ... 173,800,317
/A O T 11 125,758,828
22 SWBHEN . .o 456,253,639
23, SWItZerand ... 306,498,594
24, United Arab Emirates . ......ooniiee e e e e 8,289,468
25. United Kingdom . ......oooiiiii 374,345,342
26. United States 0Of AMEBTICA ......iiirit ettt et e e 1,023,399,646
L

8,747,978,484
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AKINTOLA WILLIAMS & HASSAN INC. DELOITTE & TOUCHE LLP
Immeuble Alpha 2000, 14¢ Etage Two World Financial Center
01 BP 4114 Abidjan 01 New York, NY 10281

Cote d'lvoire United States of America

REPORT OF THE EXTERNAL AUDITORS
TO THE BOARD OF GOVERNORS
OF THE NIGERIA TRUST FUND

We have audited the accompanying financial statements {Annex V-1 to V-5(a)) of the Nigeria Trust
Fund (the Fund) in accordance with International Standards on Auditing. These financial state-
ments are the responsibility of management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with International Standards on Auditing. Those Stan-
dards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement, An auditincludes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by manage-
ment, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the aforementioned financial statements present fairly, in all material respects, the
financial position of the Nigeria Trust Fund as of 31 December 1996 and 1995, and the resuits

of its operations and its cash flows for the years then ended in accordance with International
Accounting Standards, and comply with the Agreement establishing the Fund.

%ma MW 2 Massam bc. W&T 24P

AKINTOLA WILLIAMS & HASSAN INC. DELOITTE & TOUCHE LLP

Abidjan, Cdte d'lvoire
26 March 1997
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