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Foreword by the Executive Director

| am pleased to present the 2016 Annual Report of the Africa Group 1
Constituency at the World Bank Group (WBG). This Annual Report is
issued in a period, when the world faces several challenges including
slowing global growth, climate change and increasing numbers of
displaced people. At the same time, however, the relevance of the
WBG as the apex global development institution, is increasingly being
questioned due to its declining share of lending in the overall basket
of development financing.

In response, and in recognition of the development agenda espoused
in the Sustainable Development Goals (SDGs), the WBG has been
exploring ways to enhance its capacity. An initiative towards this end

the “Forward Look” exercise, which sets out the strategic role of the WBG in global economic development
within the Post-2015 Agenda. As determined by the Governors of the WBG at the 2016 Spring Meetings of
the International Monetary Fund (IMF) and the WBG, the WBG is well-placed to play a leading role in the
attainment of the SDGs, on the basis of its comparative advantages, and its twin goals will remain relevant
over the next 15 years.

At the 2016 IMF/WBG Annual Meetings, Governors will consider broad proposals on the Forward Look
document. An endorsement of the Forward Look would entail a commitment to increase the overall
capacity of the WBG; strengthen its framework of partnerships with the private sector, global and regional
organizations; reaffirm the commitment to place strategic focus on Global Public Goods (GPG), including
climate change, migration, and other forms of crises. To ensure that the WBG remains fit for purpose in
the SDGs era and beyond, the Forward Look includes measures aimed at ensuring that the WBG becomes
agile. This entails efforts to make the Institution faster, less bureaucratic, more efficient, financially strong
and results-oriented. WBG entities will have to be well prepared and adequately resourced to implement
these measures. These measures are ambitious and will require a strong partnership between the WBG
and member countries, to engender country ownership and the sustainability of results.

Reflecting on my tenure as Executive Director, | am pleased to report that my Office has continued to
advocate for improved development effectiveness of the WBG’s policies and programs in client countries,
especially in Sub-Saharan Africa (SSA). In particular, we have urged the WBG Management to be sensitive
to country circumstances, respect country sovereignty, and promote country ownership of programs. We
are further pleased that the newly approved Environmental and Social Safeguards Framework (ESSF) fully
reflects sensitivity to our countries concerns and circumstances. In addition, we have continued to highlight
Diversity and Inclusion (D&lI) resulting in measured success, particularly in terms of increased recruitment
and promotion of qualified Africans in the WBG. Furthermore, our efforts in championing the call for
tackling of illicit financial flows on the WBG’s agenda and paying special attention to the peculiar situation
of Small States, are gaining momentum. Admittedly, more efforts are required by WBG and other
international financial institutions jointly to solve this matter at the regional and international levels.

Relatedly, we have endeavored to promote and protect the interests of the Constituency. In this regard,
we have initiated discussions on the process of re-engagement of four of our Constituency countries with
the WBG. Progress has been made and we are cautiously optimistic for an eventual successful outcome for
all four countries. Over the past two years, my Office has also worked to forge closer ties with the respective
Embassies in Washington D.C., through a program of cultural and economic events at the WBG that
showcased the richness of the diverse traditions and the opportunities in our Constituency.

Vi



As my tenure comes to a close, | would like to take this opportunity to express my heartfelt appreciation
and thanks to our Honorable Governors, Honorable Alternate Governors, Chairperson of the Constituency,
Vice-Chairperson of the Constituency, Chairperson of the Constituency Panel, Vice-Chairperson of the
Constituency Panel, other Panel Members, Development Committee (DC) Representative, Alternate
Development Committee (DC) Representative, Associate Members of the Development Committee (DC)
for their support and guidance. | must also thank our IDA Borrower Representatives for their hard work and
effective representation. The Governors’ officials deserve my appreciation for their support. | would like to
also commend and thank my Senior Advisors, Advisors, Senior Executive Assistant and the Assistant Client
Staffs (ACS) for their professionalism and readiness to work as a strong team to deliver on my commitment
to our Constituency countries.

| have, no doubt, that the Office under the able leadership of my successor, Mr. Andrew Bvumbe, will
continue to follow up on the outstanding issues and build on the successes we have achieved. In the
process, | expect that Honorable Governors and Honorable Alternate Governors will continue to accord Mr.
Bvumbe the necessary support. During the two years of my tenure as your Executive Director, | have done
my best to raise the flags of our Constituency countries and Africa.

This Annual Report provides further highlights on other issues pertinent to our development agenda. | hope
Honorable Governors and other interested readers will find the report informative and useful.

Louis Rene Peter Larose
Executive Director
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Executive Summary

The world economy continued to face serious headwinds in 2015, resulting in growth of 2.4 percent from
2.6 percent in 2014. Against a backdrop of falling commodity prices, subdued global trade, financial market
volatility and weakening capital flows, economic activity in Emerging Market and Developing Economies
(EMDEs) slowed down, offsetting the recovery taking hold in advanced economies. Although medium-term
economic prospects look positive, there are a number of downside risks including slippage in the trajectory
of commodity prices, a rise in financing costs on international financial markets and prolonged weakness
in global trade. Overall, global growth is expected to remain flat in 2016, and rise progressively in 2017 and
2018 to 2.8 percent and 3.0 percent, respectively, as commodity prices firm up and trade regains strength.

Commodity prices begun to bottom out in 2016, as cuts in downstream drilling and mining operations
narrowed the gap between demand and supply. All commodity price indices rallied, giving some relief to
export-dependent EMDEs. Growth in EMDEs is expected to modestly pick up to 3.5 percent in 2016, and
rally to 4.4 percent and 4.7 percent in 2017 and 2018, respectively. An ease in China’s slowdown and the
emergence of Brazil and Russia from recession will drive this positive projected outcome. This outlook,
however, it subject to sustained improvement in commodity prices.

Soft commodity prices in 2015 weighed down heavily on the performance of several economies in Sub-
Saharan Africa, resulting in a decline in growth to 3.0 percent in 2015, from 4.0 percent in the previous
year. Performance was markedly lower for crude exporters, including Nigeria, Angola and Equatorial
Guinea. Oil importing economies, on the other hand, fared much better, allowing for a loosening in
monetary policy. The outlook for Sub-Saharan Africa is contingent on developments in the commodities
market as well as on the resolution of binding infrastructural constraints, the effects of extreme weather
conditions and on political stability. In 2016, regional growth is projected at 2.5 percent, after which it is
expect to rebound to 3.9 percent in 2017 and 4.4 percent in 2018.

Performance of the World Bank Group (WBG) strengthened in Financial Year 2016 (FY16), with record
lending volumes. The WBG committed more resources from the International Bank for Reconstruction and
Development (IBRD) and the International Development Association (IDA) in FY16 than in any year since
FY12, with total commitments amounting to USS$45.8 billion, up from USS$42.4 billion in FY15. Sub-Saharan
Africa continued to register the highest commitments (20.3 percent), compared to the Latin America and
Caribbean and South Asia regions, each with about 18 percent of the commitments.

Disbursements rose in tandem with commitments, and amounted to US$35.7 billion, 12.0 percent higher
than those in FY15. Sub-Saharan Africa received the highest amounts disbursed (US$7.7 billion) followed
by the East Asia and Pacific and South Asia regions. Africa Group 1 Constituency recorded gross
disbursements amounting to USS3.3 billion in FY16, 1.1 percent higher than the disbursements in FY15.

The activities of the International Finance Corporation (IFC) in support of private sector development
experienced mixed results in FY16. Approvals decreased from USS$16.7 billion in FY15, to US$15.9 billion in
FY16, while total commitments decreased from US$11.9 billion in FY15, to USS11.2 billion in FY16. Total
disbursements increased to US$10.0 billion in FY16, from USS9.2 billion in FY15.
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At the regional level, the Latin America and the Caribbean region recorded the largest IFC
approvals in FY16 at USS3.1 billion, followed by Sub-Saharan Africa at US$2.6 billion. Approvals to
Sub-Saharan Africa continued on an upward trajectory that began in FY13, signaling IFC’s
continued commitment to scale up its activities in the region, including in Fragile and Conflict-
Affected States. The East Asia and Pacific region received the largest commitments amounting to
USS2.3 billion in FY16, followed by Sub-Saharan Africa at USS1.4 billion. Regarding IFC
disbursements, the Europe and Central Asia region received the largest amount at USS2.1 billion,
followed by Sub-Saharan Africa with USS$1.9 billion.

In FY16, the Multilateral Investment Guarantee Agency (MIGA) issued a record USS$4.3 billion worth of
political risk guarantees, representing a more than 50 percent increase over the FY15 level of US$2.8 billion.
However, the new guarantees supported only 17 investment projects, compared to 40 investment projects
supported during FY15. MIGA’s gross exposure to insurance claims continued to rise, exhibiting an exposure
level of USS14.2 billion, up from USS$12.5 billion in FY15. MIGA provided guarantees worth USS$1.8 billion
in the Sub-Saharan Africa region, in support of eight projects representing 41 percent of the total, across
sectors including, financial, infrastructure, oil and gas, tourism and services. By the end of FY16, MIGA's
gross and net exposures to Sub-Saharan Africa were 31.2 percent and 28.9 percent respectively. Notably
Sub-Saharan Africa’s share in gross exposures was the highest among all regions.

To ensure that the WBG remains fit for purpose to all its clients, Management of the WBG and the Board
of Executive Directors continued discussions on the Forward Look. At the 2016 IMF/WBG Annual Meetings,
Governors will be requested to endorse the Forward Look vision, which, among other things, is seeking to
improve the financial capacity of the WBG and place strategic focus on addressing global public goods. Also
at these meetings, the Board of Executive Directors will present the proposed Dynamic Formula to the
Board of Governors as part of the 2015 Voice Reform and Shareholding review.

The Board of Executive Directors approved the World Bank’s new Environmental and Social Safeguards
Framework (ESSF) in August 2016. The ESSF focuses on outcomes that promote sustainable development,
provides effective and efficient protection for people and the environment affected by Bank-financed
projects. As regards progress toward the attainment of the Diversity and Inclusion target of 12.5 percent
of staff from Sub-Saharan Africa and the Caribbean, progress is positive but slow. As of end of FY16,
performance stood at 11.7 percent, up from 11.2 percent in FY15.

The IDA18 Replenishment negotiations, which began in March 2016 have a reached a critical stage at which
Borrowing countries should apply strong advocacy and political pressure to make the replenishment a
success. Under the overarching theme “Towards 2030 - Investing in Growth, Resilience and Opportunity”,
several changes are proposed to enhance the overall size of IDA’s capacity, increase support to Fragile and
Conflict-Affects States and the overall support to the pursuit of the Sustainable Development Goals .

In 2016, the Constituency Panel completed the review of the Constituency Rules, Guidelines and
Procedures, which were approved and, thus became effective on July 1, 2016. The WBG reengagement
process with State of Eritrea, Federal Republic of Somalia, Republic of the Sudan, Republic of Zimbabwe
continued in earnest. However, progress remains relatively slow.
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Chapter 1

Economic Developments and Prospects

1.1 Overview

This  Chapter  highlights  the
developments of 2015 and sheds light on some
developments of the first half 2016. It also outlines

economic

the medium term economic prospects for the
different regions of the world.

The world economy faced serious headwinds in
2015, with global growth falling short of
expectations. The recovery in advanced economies
was offset by a slowdown in key emerging and
developing economies, mainly due to the plunge in
commodity prices, subdued global trade, financial
market volatility and weakening capital flows.
Medium term economic prospects look positive,
though this is subject to a number of risks. Growth
is expected to remain flat in 2016, but is projected
to rise progressively in 2017 and 2018 as
commodity prices firm up and trade regains
strength.

1.2 Global Economic Performance

The global economy grew at a slower pace in 2015
at 2.4 percent, from 2.6 percent in 2014, due to a
slowdown in economic activities in Emerging
Market and Developing Economies (EMDEs),
offsetting a gradual recovery in advanced
economies. Growth in advanced economies picked
up as the economies of the Euro Area and Japan
grew at 1.6 percent and 0.6 percent, respectively,
in 2015, from 0.9 percent and -0.1 percent in 2014.
Though the United States (US) was unable to
improve on its 2014 performance of 2.6 percent,

1 The minimum price per barrel that the country needs in order to
meet its expected spending needs while balancing its budget.

growth in 2015 remained robust and broad-based
at 2.4 percent. As a group, advanced economies
achieved a 0.1 percentage point gain in growth
over the 2014 outturn to post an expansion of 1.8
percent in 2015 (Table 1.1). Output growth in
EMDEs fell by 0.8 percentage points to 3.4 percent
in 2015, against a backdrop of a sharp fall in
commodity prices. Among the EMDEs, growth was
markedly  lower for commodity-exporting
economies compared to their commodity-
importing counterparts. The former group
collectively grew by 0.2 percent in 2015, down
from 2.1 percent in 2014, while commodity-
importing EMDEs maintained strong growth rate at
5.9 percent.

Ample supplies across commodity markets and the
slowdown in growth in emerging economies
weighed down on commodity prices, with the
largest decline recorded in the market for crude
oil. Between 2014 and 2015, the average price of a
barrel of crude fell by 47 percent, causing severe
challenges for oil-exporters, particularly those with
high fiscal breakeven prices! and low policy
buffers. The economies of Brazil, Russia and
Venezuela contracted severely on the basis of this
external headwind as they contended with
domestic and geopolitical challenges. Low
commodity prices were also the leading cause of a
deceleration in economic growth in the Sub-
Saharan Africa (SSA) region from 4.5 percent in
2014, to 3.0 percent in 2015.

Excess supply in metals and minerals markets was
responsible for a 27.0 percent decline in the index



for base metals and minerals in 2015. Metal and
mineral-exporting countries registered significant
currency pressures as exports declined and
investment projects were put on hold. Agricultural
commodity prices also fell in 2015, albeit at a
relatively modest rate of 11.1 percent.

Beginning early 2016, commodity prices started to
bottom out, as cuts in downstream drilling and
mining operations contributed to a gradual
narrowing of the gap between demand and supply
(Figure 1.1). The crude oil market recorded a rally
with the price of crude increasing from US$36.57
per barrel in December 2015, to USS47.69 per
barrel in June 2016. The index for base metals and
minerals gained 6.9 percent, while the index for
agricultural products gained 10.2 percent over this
same period. Against this backdrop, commodity-
exporting EMDEs are expected to register modest
growth of 0.4 percent in 2016. However, further
support to growth is expected in commodity-
exporting EMDEs beyond 2016 on account of the
recovery in advanced economies and robust
growth in commodity-importing EMDEs.

Global inflation remained low in 2015 at 1.4
percent, down from 2.1 percent in 2014, mostly
reflecting lower energy costs. Annual inflation in
advanced countries declined to an average of 0.1
percent from 0.6 percent in 2014, despite the
accommodative stance of most central banks and
the strengthening domestic demand. For EMDEs,
inflation declined to 4.3 percent in 2015 from 4.5
percent in 2014. Again, there were distinctions
between exporters and importers, with the former
recording a moderate decline from 3.6 percent to
3.4 percent, while the latter registering a more
favorable decline from 2.9 percent to 1.3 percent
in 2015. In the first half of 2016, inflation in
commodity-exporting EMDEs trended upward to

3.7 percent while remaining relatively flat at 1.2
percent in other EMDEs. This notwithstanding,
global inflation remained subdued at an average of
1.5 percent by end of June 2016.

The medium term outlook on global economic
performance points to flat growth of 2.4 percent in
2016, then a gradual pick up in momentum in 2017
and 2018 to 2.8 percent and 3.0 percent,
respectively. This recovery is expected in both
advanced economies and EMDEs, with the firming
of commodity prices being an important factor for
the latter group of countries. For SSA, growth is
projected to first ease to 2.5 percent in 2016 from
3.0 percent, then pick up to 3.9 percent and 4.4
percent in 2017 and 2018, respectively.
Notwithstanding this projected rebound, strong
downside risks remain, including rising private
sector debt in large emerging economies, policy
uncertainties and financial market fragility.



Table 1.1: Global Economic Performance and Outlook

2014 2015¢ 2016f 2017f 2018f
Real GDP Growth (%) 1
World 2.6 2.4 2.4 2.8 3.0
Advanced countries 1.7 1.8 1.7 1.9 1.9
Emerging Market and Developing Economies (EMDEs) 4.2 3.4 3.5 4.4 4.7
BRICS 2 5.1 3.8 4.2 5.1 53
Commodity-exporting EMDEs 2.1 0.2 0.4 2.4 3.0
Inflation (%)3
World 2.1 1.4 1.5 - -
Advanced countries 0.6 0.1 0.2 - -
Emerging Market and Developing Economies 4.5 4.3 2.6 - -
Commodity-exporting EMDEs 3.6 3.4 3.8 - -
Other EMDEs 2.9 1.3 0.7 - -
Commodity prices
Non-Energy Commodity Price Growth (Percentage change) -4.6 -15.0 -12.2 10.5 2.3
Oil Price (USS Per Barrel) 4 96.2 50.8 43.0 53.7 59.9
Qil Price changes (Percentage change) -7.5 -47.3 -25.7 325 6.5
Interest Rates (%) 3
US dollar, 3-Months 0.23 0.32 0.63 - -
Euro, 3-Months 0.00 0.00 -0.22 - -

Source: World Bank

Notes

1. Real Aggregate GDP growth rates calculated using constant 2010 dollars GDP weights.
2. BRICS = Brazil, Russia, India, China and South Africa.

3. Inflation figures for 2016 are up to June.
4

Twelve-month simple average of spot price for Dubai, Brent and West Texas Intermediate.
e = estimate; f = forecast.

Figure 1.1: Commodity prices
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1.3 Economic Performance in Advanced
Economies

In 2015, advanced economies recorded a modest
increase in growth of 1.8 percent, from 1.7
percent in 2014, reflecting a steady improvement
in confidence in the Euro Area, strengthening
wages and private consumption in the United
States (US), and accommodative macroeconomic
policy in Japan. Growth in advanced economies is
expected to decelerate to 1.7 percent in 2016,
mainly due to softer investment, elevated
uncertainty relating to monetary policy, and
subdued external demand which have slowed
down export growth (Table 1.2). These
developments overshadow the positive effects of
lower oil prices and improving labor market
conditions.

In 2015, the US economy posted growth of 2.4
percent for a second consecutive year. This was
driven by robust consumption and dynamic
investment outside the oil sector, as well as solid
labor market conditions, which saw tightening
labor markets and a fall in the unemployment
rate to 5.0 percent, as 2015 came to a close.
However, net exports remained a drag on growth
and industrial activity continued to be subdued in
the second half of 2015.
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Figure 1.1(d): Prices for Base Metals and Minerals

Table 1.2: Real GDP Growth in Advanced Economies (%)
2014 2015¢ 2016f 2017 2018f

Advanced 1.7 1.8 1.7 1.9 1.9
economies

Euro Area 0.9 16 1.6 1.6 15
Japan -0.1 0.6 0.5 0.5 0.7
United States 2.4 2.4 1.9 2.2 2.1

Source: World Bank
Notes: e = estimate; f = forecast

Growth is projected to decline to 1.9 percent in
2016 due to the stronger dollar, which has
resulted in weaker demand for US products,
stalling export growth. In addition, low oil prices
and associated financial stress culminated in a
decline in investment in energy and related
sectors. Private consumption will continue to be
the main engine of growth, as real disposable
income grows due to robust job creation and
declining energy prices. Labor market conditions
will continue to strengthen during much of 2016
as evidenced by payroll expansion and near full
employment in the labor market. In addition, the
lower prices for energy and imports will continue
to hold down the consumer price inflation.

In 2015, economic growth in the Euro Area
picked up to 1.6 percent, from 0.9 percent in
2014, as domestic demand strengthened and
exports accelerated, partly due to the lagged



effect of a euro depreciation and low oil prices.
Activity firmed up in some countries, while
recovery lagged in others. Similarly, while
favorable financing conditions supported
consumer spending and investment in some
countries, credit remained tight in others due to
elevated non-performing loans and impaired
bank balance sheets.

The Euro Area economy is forecast to continue to
recover in 2016, albeit at a moderate pace,
characterized by differences in output growth
and unemployment rates across the region. An
exceptional level of monetary  policy
accommodation, low oil prices and slightly
expansionary fiscal policies are expected to
sustain moderate growth at 1.6 percent. Resilient
private consumption and improved labor market
conditions has helped to consolidate
momentum. However, weak external demand,
renewed domestic uncertainties and broader
geopolitical risks continue to pose risks to
confidence and  activity.  Notably, the
unconventional monetary policies have not
spurred growth in credit especially in the
peripheral economies where borrowing costs
remained high due to deleveraging pressures and
asset quality issues. Rather, the resultant
negative interest rates have raised concerns
about the detrimental effects on banks’
profitability and financial stability. While
authorities have tried to address the problems
associated  with  structural rigidities and
persistent imbalances, their effects remain
significant, leading to subdued recovery. The
projected expansionary fiscal policy stance is
expected to boost activity and add about 0.2
percentage points to the Gross Domestic Product
(GDP) growth.

Despite the rising corporate profits and
continued policy stimulus, Japan experienced a
soft growth patch in mid-2015, as private

consumption  contracted and investment
stagnated. Subdued export growth partially
offset the negative effects, resulting in economic
growth of 0.6 percent by end of 2015.

The Japanese economy is expected to grow by
0.5 percent in 2016. The economy continued to
fluctuate between periods of modest growth and
contraction, characterized by weak private
consumption, subdued exports partly due to the
strengthened yen, and disruptions related to the
April 2016 earthquake in Kumamoto. Modest
gains in real income did not boost private
consumption, while weak external demand and
prior yen depreciation did not yield benefits for
exports. The labor market conditions exhibited
tightening against the backdrop of an ageing
population. The shrinking and ageing labor force
continued to weigh down growth, investments
and savings in Japan. The unemployment rate
remained at just over 3.0 percent, the active job
openings-to-applicants ratio rose steadily, while
the perception of labor shortages heightened.
Growth in the services sector and declines in
manufacturing employment led to moderate job
creation.

The Bank of Japan continued to ease monetary
policy in 2016 in an attempt to counter the
disappointing growth and persistently low
consumer price and wage inflation, and
introduced a negative interest rate policy in
January. While market yields declined, inflation
expectations remained low and the vyen
appreciated raising concerns about the
effectiveness of the monetary policy actions.
Government provided a supplementary budget
with additional stimulus measures to support the
economy in 2016, thereby delaying the return to
a balanced primary budget. The decision to
postpone the consumption tax hike to 10 percent
in April 2017 will stimulate economic growth in
the short term but will delay fiscal consolidation.



Slow economic recovery, low inflation and low
interest rates in the advanced economies remain
important sources of risk to economic growth.
Therefore, monetary policy will continue to be
accommodative to absorb economic slack and
support inflation alignment with  policy
objectives. Any further negative shocks would
have to be addressed through fiscal stimulus for
the countries that have fiscal space, since policy
interest rates are close to their lowest level, and
unconventional monetary policy might have
diminishing returns. The World Bank forecasts
growth rates of 1.9 percent in 2017 and 2018, in
the advanced economies.

1.4 Economic Performance in Emerging Market
and Developing Economies

Output growth in EMDEs eased in 2015,
decelerating to 3.4 percent from 4.2 percent in
2014, primarily due to the decline in commodity
prices and an ease in trade volumes (Table 1.3
and Figure 1.2). With the exception of the South
Asia region (SAR), all regions registered lower
growth in 2015. The first half of 2016 was
characterized by a bottoming out of prices and
modest rise in several commodity markets,
providing some relief to commodity-exporting
EMDEs. Firmer commodity prices are expected to
support a rebound in economic performance
over the medium term. Output in EMDEs is
expected to grow modestly in 2016 by 3.5
percent, then accelerate to 4.4 percent and 4.7
percent in 2017 and 2018, respectively.

Economic performance continued to ease in the
East Asia Pacific (EAP) region, reflecting the
moderating effects of a rebalancing of the
Chinese economy, even as other economies in
the region picked up. Growth declined to 6.5
percent in 2015 from 6.8 percent in 2014. The
Chinese economy decelerated to 6.9 percent in
2015 from 7.3 percent in the previous year, as the

authorities guided a gradual shift of activities
from manufacturing to services and from
investment to consumption. Cuts to investment
in industrial activity, combined with weak
external demand to lower domestic production,
prompted the authorities to undertake
counteractive measures to stimulate growth. In
early 2016, the authorities tightened lending
policy around the housing market following
concerns about rising house prices and financial
vulnerabilities. Though credit growth has
moderated, consumption continues to grow
robustly. Growth in China is projected to ease
further to 6.7 percent in 2016 and to 6.5 percent
and 6.3 percent in 2017 and 2018, respectively.

Excluding China, growth in the EAP region was
marginally higher at 4.8 percent in 2015, from 4.7
in 2014. This reflected strong consumption
induced by robust public spending and lower
energy prices. Commodity-importing countries
were the best performers, led by Vietnam,
Thailand and Papua New Guinea.

For the EAP region trade volumes that eased in
2015 seem to have bottomed out in 2016. At the
same time, investor confidence improved on
account of accommodative monetary policy in
advanced economies. Consequently, the first half
of 2016 recorded an increase in capital flows, a
recovery of some lost ground in the equity and
bonds markets and the appreciation of regional
currencies. These capital flows were particularly
strong in Cambodia and Vietnam, which have
highly competitive manufacturing sectors.

Over the medium term, exports are expected to
pick up further as commodity prices firm up and
public spending is sustained. Growth is projected
to ease to 6.3 percent in 2016, in line with the
developments in China. Excluding China, growth
in the EAP is expected to remain flat at 4.8
percent.



Table 1.3: Real GDP Growth in Emerging Market and Developing Economies (%)

Emerging Market and Developing

Economies (EMDEs)

East Asia and Pacific (EAP)
China

Europe and Central Asia (ECA)
Turkey

Latin America and Caribbean (LAC)
Brazil

Middle East and North Africa (MENA)
Egypt

South Asia Region (SAR)
India

Sub-Saharan Africa (SSA)
Nigeria

Memo:

Low Income Countries (LICs)

Source: World Bank
Notes: e = estimate; f = forecast

Economic growth in the Europe and Central Asia
(ECA) region fell to -0.1 percent in 2015 from 1.8
percent in 2014, mainly due to recessions in
Russia and Ukraine, which were impacted by
geopolitical tensions and the decline in the price
of crude oil and natural gas. The Russian
economy contracted by 3.7 percent, while
Ukraine recorded a steep decline of 9.9 percent
that was exacerbated by the annexation of
Crimea. Other commodity-exporting economies
in eastern ECA also had a poor showing in 2015.
Belarus and Moldova entered recession with
growth rates of -3.9 percent and -0.5 percent,
down from 1.6 percent and 4.6 percent,
respectively, in the previous year. Performance
was stronger, however, among economies in the
western ECA region?, which enjoyed close trade
ties to the Euro Area and are net importers of oil.
These

consumptions in the face of lower energy costs,

economies recorded stronger

2 Includes Albania, Bosnia and Herzegovina, Kosovo, FYR
Macedonia, Montenegro and Serbia.

2014
4.2

6.8
7.3
1.8
3.0
1.0
0.1
2.9
2.2
6.8
7.2
4.5
6.3

6.1

2015¢ 2016f 2017f 2018f
34 35 4.4 4.7
6.5 6.3 6.2 6.1
6.9 6.7 6.5 6.3
-0.1 1.2 2.5 2.8
4.0 35 35 3.6
-0.7 -1.3 1.2 2.1
-3.8 -4.0 -0.2 0.8
2.6 29 3.5 3.6
4.2 33 4.2 4.6
7.0 7.1 7.2 7.3
7.6 7.6 7.7 7.7
3.0 2.5 39 4.4
2.7 0.8 35 4.0
4.5 5.3 6.3 6.6

inducing an uptick in growth of 2.3 percent in
2015, from a tepid rate of 0.5 percent in 2014.

Despite the improvement in commodity prices in
the first half of 2016, countries in the ECA region
continued to struggle as they adjust. Tighter fiscal
and monetary policy and eroded policy buffers
in the
context of weaker currencies and higher interest

weighed on economic performance

rates. Nevertheless, in 2016, most economies are
expected to outperform their 2015 outturns,
including those in recession. Turkey, which
recorded a growth of 4.0 percent in 2015, is
expected to maintain robust performance in
exports and industrial production, despite
security concerns that may affect tourism.
Recession in Russia is expected to persist, albeit
with less intensity. The economies in western ECA
continue to benefit from the recovery in the Euro
Area and should record growth of 2.7 percent in

2016, up from 2.4 percent previously. The ECA



region is therefore projected to register growth
of 1.2 percent in 2016.

Output growth in the Latin America and
Caribbean (LAC) region declined in 2015 to -0.7
percent, from 1.0 percent in 2014, mainly due to
external and domestic challenges in large
economies in South America. The Brazilian
economy contracted by 3.8 percent in 2015,
growing by 0.1 percent in 2014, due to weak
commodity prices and prolonged political
uncertainty. Though a sharp depreciation of the
real translated to a strong showing of exports, the
economy remained in recession and inflation
rose to double digits. Oil-dependent Venezuela
experienced an intensification in economic
hardships on account of the sharp decline in
crude oil prices, to record a contraction of 5.7
percent in economic activity after contracting 3.9
percentin 2014. Sharp falls in export receipts and
fiscal revenues prompted expenditure cuts,
including to fuel subsidies. Other South American
countries also continued to struggle as they
adjusted to lower commodity prices. As a group,
South American economies are expected to
record a contraction of 1.9 percent in 2016, down
from a growth rate of 0.4 percent in the previous
year.

Mexico and Central American economies had a
stronger performance than the rest of the LAC
region, due to their close ties with the US,
improved competitiveness and robust private
consumption. This sub-region grew by 2.7
percent in 2015, up from 2.5 percent in 2014.
Although Mexico, an oil exporter with a more
diversified economic base, was affected by low
crude oil prices, it was helped by strong export
demand for other products from the US.
Supported by low oil prices, El Salvador,
Guatemala, Honduras and Nicaragua recorded
moderate growth in 2015. Likewise, growth
remained positive in the Caribbean due to strong

tourism demand from the US. Though growth
was lower than the 2014 outturn of 3.8 percent,
it remained modest at 3.4 percent in 2015.

In 2016, the LAC region is projected to deepen its
contraction to 1.3 percent as Argentina joins
Brazil and Venezuela in the class of large regional
economies in recession. Argentina, which is
undertaking  wide-ranging  macroeconomic
reforms to place the economy on a sustainable
growth path, is expected to initially record a mild
recession  before  recovering in  2017.
Notwithstanding the rise in crude oil prices, the
Venezuelan economy continues to struggle to
find its footing and is projected to contract by 10
percent in 2016. As a consequence, growth in
South America is projected to contract further to
-2.8 percent in 2016. However, positive growth in
other sub-regions is expected to partially offset
the drag by the South American economies due
to growth rates of 2.7 percent for Mexico and
Central America and 2.6 percent for the
Caribbean, placing the region’s overall
performance at -1.3 percent in 2016.

In the Middle East and North Africa (MENA)
region, growth weakened to 2.6 percent in 2015,
from 2.9 percent previously, against a backdrop
of low oil prices, falling oil production and
insecurity in commodity-exporting economies.
The oil price fell below the fiscal breakeven prices
for Libya, Bahrain and Saudi Arabia, thereby
forcing a deterioration in their fiscal positions and
current account balances. Performance in the
region was counterbalanced by strong growth in
oil-importing countries that benefited from
healthy consumption growth and robust
performances in tourism and agriculture. Among
oil-importers, growth in Lebanon and Jordan was
weighed down by spillovers from external
conflicts.



The MENA region is expected to record a
rebound in growth to 2.9 percent in 2016, on
account of an improvement in oil export
performance. The re-entry of Iran into
international commerce, combined with the rise
in the price of crude oil is expected to boost the
overall performance of the region. This
notwithstanding, insecurity and violence remain
the major downside risks for the region.

The South Asia Region (SAR) claimed its position
as the world’s fastest growing region in 2015 as
output expansion strengthened to 7.0 percent,
from 6.8 percent in 2014. Robust domestic
consumption and domestic investment were the
drivers of growth in most countries in the region.
The Indian economy accelerated for yet another
year to reach 7.5 percent in 2015, from 7.1
percent in 2014. Foreign Direct Investment (FDI)
responded strongly to reforms to liberalize the
investment regime, surging by about 30 percent
in 2015 with the bulk of capital flowing to the
automotive and computer software sectors.
Growth in India remained resilient in 2015
despite notable headwinds, including poor
rainfall that affected agricultural output, slow
credit growth and weak export performance.
Besides India, Pakistan, Bangladesh and Sri Lanka
registered strong performance in 2015. Strong
investment and remittances drove growth in
Pakistan and Bangladesh, while robust
consumption and growth in the services and
agricultural sectors aided performance in Sri
Lanka.

In 2016, the SAR is expected to gain further
ground with growth of 7.1 percent. The India
economy is projected to remain strong and
expand by 7.5 percent as the dividends of
market-based reforms add to the momentum
provided by strong investment. New sectors are
expected to attract FDI, while rural income and
agricultural productivity will improve as the

monsoon season normalizes. Though public
investment in infrastructure is expected to
accelerate, unresolved infrastructural
bottlenecks will remain a drag on economic
performance. Similarly, tight credit and weak
export growth may chip off some of the
economy’s momentum. This notwithstanding,
the Indian economy is poised to rally and support

other countries in the region.

Pakistan is expected to gain from improvements
in power supply and in its security situation.
Monetary accommodation and growth in credit is
expects to support an acceleration in growth.
Likewise, Sri Lanka is expected to register
stronger growth as FDI picks up. In contrast,
growth is expected to ease in Bangladesh due to
poor harvest and slow credit growth, while
performance in Afghanistan will be subdued on
account of security risks.



Figure 1.2: Real GDP Growth in Emerging Market and Developing Economies (%)
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unrest and an intensification of rigidities in
In the Sub-Saharan Africa (SSA) region, the energy supply. Growth in other metal and

combined effect of the fall in commodity prices,
a rise in financing costs on international markets,
weak global trade and unfavorable weather
patterns had a dampening effect on economic
performance in 2015. Once the home to some of
the fastest growing economies in the world, SSA
recorded growth of 3.0 percent in 2015, down
from 4.5 percent in the previous year (Table 1.4
and Figure 1.3). Oil-exporting countries were the
most affected class of economies in the year. The
region’s two largest oil-exporting economies,
Nigeria and Angola, both recorded lower growth
rates of 2.7 percent and 2.8 percent, respectively,
down from 6.3 percent and 3.9 percent in 2014.
Economic challenges intensified in Equatorial
Guinea as oil prices softened, triggering a severe
contraction in growth of 15.5 percent, after
earlier contractions of 3.1 percent in 2014 and
4.8 percentin 2013.

Non-energy exporting countries also, saw a
deceleration in their economic performance. The
South African economy, despite reclaiming its
position as the largest economy in the region,
grew at 1.3 percent in 2015, from 1.5 percent in
2014. In addition to low prices of base metals and

minerals, South Africa was affected by industrial
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mineral-exporting economies of Mauritania,
Sierra Leone and Zambia slowed on account of
cut backs in investments and production, as low
reduced production in their

prices mining

sectors.

As a consequence of the plunge in commodity
prices, exporting countries cut expenditures and
tightened monetary policy to curb the pass-
through effects on currencies and headline
inflation. Also, fiscal positions deteriorated with
countries emerging from 2015 with wider deficits
and higher debt ratios. This in turn has affected
financing costs on international markets and
significantly slowed capital inflows to the region.

In contrast, agriculture-dependent countries
by the

in the East African

were less impacted external

Growth
economies of Ethiopia,

developments.
Rwanda and Kenya,

remained strong as  aggressive  public
expenditures on infrastructure continued
generally unabated by external dynamics.

Further, low energy costs provided policy space
for more accommodative monetary policy in
these countries.



The Southern African economies struggled to
maintain agricultural production levels as the
sub-region contended with severe El-Nino
conditions. These drought conditions severely
disrupted agricultural activities, especially for
small scale and subsistence farmers that depend

on rainfall.

Despite a modest pickup in commodity prices in
2016, growth is expected to ease in SSA,
reflecting weakening performance in the largest
economies and lingering effects of a tightening in
fiscal and monetary stance. The economies of
South Africa, Nigeria and Angola are all projected
to grow at rates lower than one percent in 2016,
as they adjust to a new low normal in the
commodities market. Fiscal space is expected to

remain tight in these countries in 2016, while
early indications display a further ease in capital
inflows. Waning investor sentiments about the
region as a whole and tightening in financing
conditions in international markets is expected to
hold back investment and reduce options for
countries looking to issue Eurobonds in 2016.
This notwithstanding, growth in some countries
(Kenya, Cote d’lvoire and Senegal) is expected to
be relatively robust due to ongoing infrastructure
consumption and
agriculture. growth in SSA is
projected to ease to 2.5 percent in 2016, from 3.0

investment, private

On balance,

percent in 2015.

Figure 1.3: Real GDP Growth for Sub-Saharan Africa (%)
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Table 1.4: Selected Indicators for Sub-Saharan Africa

Emerging and Developing Economies
All SSA GDP growth

All SSA GDP growth, excl. South Africa
GDP per capita (constant 2010 USS)
Private consumption

Public consumption

Fixed investment

Exports, GNFS

Imports, GNFS

Net exports, contribution to growth
Source: World Bank

2014
53
4.8
5.7
2.0
9.9
2.0
9.0
-2.5
6.6
-2.8

20156 2016f  2017° 2018
4.9 4.3 4.3 49
4.5 3.0 2.5 3.9
5.6 3.5 3.2 4.8
1.8 0.3 -0.1 1.2
3.4 2.8 2.5 3.6
4.3 3.6 3.0 3.2
7.7 5.9 5.1 6.8
4.7 1.5 1.8 2.3
2.9 3.3 3.3 3.4
0.5 -0.6 -0.5 -0.4

Notes: e = estimate, f = forecast, GNFS = Goods and Nonfactor Services
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1.5 Economic Performance in Africa Group 1
Constituency Countries

Output growth in 2015 eased in most of the 22
countries in the Africa Group 1 Constituency
(AFG1). Ten countries outperformed the SSA
region’s average growth rate of 3.0 percent,
down from eleven countries in 2014. Growth
rates in 2015 ranged from -21.5 percent to 9.6
percent, compared to the previous range of 0.7
percent to 9.9 percent in the previous year (Table
1.5 and Figure 1.4).

The fastest growing economies in 2015 were
Ethiopia (9.6 percent), Rwanda (7.1 percent) and
Tanzania (7.0 percent). The Ethiopian economy
grew rapidly on account of robust investment in
public infrastructure, while in Rwanda growth
was driven by consumption demand and
infrastructure spending. Investments in the gas

industry supported growth in Tanzania.

Growth in Sierra Leone tumbled to -21.5 percent
in 2015, partly due to carry over effects of the
Ebola crisis and a suspension of iron ore
production. In Zimbabwe, where currency
shortages intensified and fiscal constraints held
back

exacerbated

productivity, drought conditions
the

deceleration in growth to 1.1 percent in 2015,

situation resulting in a
from 3.8 percent in 2014. Similarly, in Botswana,
where drought conditions were recorded as the
worst in a couple of decades, growth is estimated
to have slowed to -0.3 percent in 2015, down
from 4.4 percent in the previous year. Political
instability was also a debilitating factor for
growth in some countries. The GDP for Burundi
and South Sudan fell by 2.5 percent and 6.3
percent in 2015, respectively.

Notable 2015 the
reclassifications of the income status of three

changes in were
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countries in our Constituency. The Seychelles
crossed the Gross National Income (GNI) per
capita threshold of $12,735 to achieve high
income status, while Kenya assumed the status of
lower middle income country after its GNI per
capita crossed the threshold of USS$1,025. In
contrast, South Sudan was reclassified as a low
income country, from upper middle income
country, as its GNI per capita fell below US$4,126.

Growth for 2016 is expected to improve in the
Constituency, with most countries registering
stronger performance and growth rates
projected to range from -4.0 percent to 7.2

percent.
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Table 1.5: Real GDP Growth Rates in Africa Group 1 Constituency* (%)

2014 2015°
All Sub-Saharan Africa 4.5 3.0
Botswana 4.4 -0.3
Burundi 4.7 -2.5
Eritrea 1.7 3.0
Ethiopia 9.9 9.6
Gambia, The 0.9 -2.5
Kenya 53 5.6
Lesotho 2.0 2.7
Liberia 0.7 0.3
Malawi 5.7 2.8
Mozambique 7.4 6.3
Namibia 6.4 45
Rwanda 7.0 7.1
Seychelles 2.8 43
Sierra Leone 7.0 -21.5
South Sudan 34 -6.3
Sudan 3.1 3.2
Swaziland 2.5 1.7
Tanzania 6.8 7.0
Uganda 4.7 5.0
Zambia 4.9 3.6
Zimbabwe 3.8 1.1

Source: World Bank and IMF

Notes:

2016
2.5
3.7
3.0
4.0
7.1
-4.0
5.9
2.6
3.8
3.0
5.8
42
6.8
3.7
6.5
3.5
3.3
13
7.2
5.0
3.4
1.4

+ No data were available for the Federal Republic of Somalia.
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2017

39
4.3
35
4.3
9.4
4.5
6.1
3.7
53
4.1
7.7
54
7.2
3.6
53
6.9
3.8
1.4
7.1
5.9
4.2
5.6

2018
44
4.4
4.0
43
856
5.5
6.2
4.0
5.6
5.4
83
5.5
7.1
3.6
5.4
7.4
4.0
1.6
7.1
6.8
5.0
3.5



1.6 The Medium Term Outlook

Global economic growth in 2016 is expected to
remain unchanged from the 2015 rate of 2.4
percent, but is forecast to progressively pick up
momentum in the subsequent two years to 2.8
percent and 3.0 percent, respectively. This is
predicated on an expected steady economic
recovery in advanced economies and higher
commodity prices.

Growth in advanced economies is expected to
moderate to 1.7 percent in 2016, and pickup to
1.9 percentin 2017 and 2018. The US economy is
forecast to grow by 1.9 percent in 2016, as
investment  spending remains modest,
demographic pressures intensify and productivity
growth remains subdued. Output is projected to
then expand by 2.2 percent and 2.1 percent in
2017 and 2018, respectively. The Euro Area is
forecast to extend its recovery and grow at 1.6
percent in 2017 and 1.5 percent in 2018. The
growth rate for the Japanese economy is forecast
to remain unchanged at 0.5 percent in 2017 and
to rise to 0.7 percent in 2018 as the authorities
intervene to smoothen out swings in output

performance.

Growth in EMDEs is projected to pick up as the
slowdown in China flattens out and recovery
commences in Brazil and Russia. However,
prospects will, to a large extent, be contingent on
the materialization of a sustained improvement
Growth in EMDEs s

expected to modestly pick up to 3.5 percent in

in commodity prices.

2016, then rally to 4.4 percent and 4.7 percent in
2017 and 2018, respectively.

In the EAP region, a steady rebalancing of the
Chinese economy is expected to cause regional
growth to progressively decline from 6.3 percent
in 2016, to 6.2 percent and 6.1 percent in 2017
and 2018, respectively. Investment and public
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consumption are projected to trend downwards
over this period but will be offset by strong
private consumption. Further, strengthening
demand from advanced economies is expected
to boost exports, though the region will remain
susceptible to capital market volatility and

outflows of capital.

The performance of the ECA region through to
2018 is expected to improve as commodity prices
firm up and activity in the Euro Area strengthens.
Several risks cast a shadow on this outlook,
however. Geopolitical concerns around Ukraine
and political and regional security challenges in
Turkey may disrupt investor confidence, while
the refugee crisis will remain a humanitarian,
political and fiscal concern. Based on these
factors, growth in the ECA region is projected to
pick up to 2.5 percent in 2017 and 2.8 percent in
2018, from 1.2 percent in 2016.

Medium term growth in the LAC region is
expected to slow down in 2016 to -1.3 percent,
then recover to 1.2 percent and 2.1 percent in
2017 and 2018, respectively, as economic activity
in Brazil and Argentina pickup and performance
of other countries remains moderate to robust.
The rebound in Brazil and Argentina is expected
to improve on account of better commodity
prices, diminished political uncertainty and
resolution of macroeconomic imbalances. Risks
to this

commodity prices, rising external debt and

outlook include persistently low
widening concerns around the spread of the Zika

virus.

Growth in the MENA region is projected to
strengthen as the price of crude oil firms up.
Output expansion is expected to climb to 3.5
percent and 3.6 percent in 2017 and 2018,
respectively, from 2.9 percent in 2016. The
easing of economic and financial sanctions on
Iran in 2015 could contribute to a recovery in the



region’s economic activity, though political
uncertainty and security concerns will remain
major downside risks. The SAR is expected to
remain the fastest growing region over the
medium term, as India maintains its strong
growth path and provides positive spillovers to
neighboring countries. The Indian economy is
expected to grow further by 7.6 percent and 7.7
percent in 2017 and 2018, respectively, from 7.5
percent in 2016. The SAR faces several risks,
however. These include prospect of concurrent
seasons of poor rainfall, delays in implementing
reforms to improve the business environment
and prolonged weakness in trade volumes.
Against this backdrop, economic activity for SAR
is projected to steadily rise to 7.2 percentand 7.3
percent in 2017 and 2018, respectively.

The medium term outlook of the performance in
SSA is largely predicated on a gradual
improvement in commodity prices and the
resolution of energy constraints. Between 2016
and 2018, domestic consumption and investment
are expected to pick up as the external
environment improves. Risks to this outlook
include stagnation in the upward trend in
commodity prices, rising external debt burdens,
deterioration in investor sentiments, adverse
weather conditions and political and security
uncertainties. Against this backdrop, growth in
SSAregion is projected at 3.9 percent in 2017 and
4.4 percent in 2018, up from 2.5 percent in 2016.
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Chapter 2

World Bank Group Operations

2.1 Overview

This chapter reviews World Bank Group (WBG)
operations during the financial year ending June
30, 2016 (FY16).

2.2 IBRD and IDA Operations

In FY16, the WBG committed more resources
the Bank
Reconstruction and Development (IBRD) and the
(IDA)
than in any year since FY12. For all regions,

through International for

International Development Association
approximately US$45.8 billion was committed in
FY16, compared to USS$42.4 billion in FY15 and
USS40.8 billion in FY14 (Table 2.1). The Sub-
Saharan Africa (SSA) region continued to register
the highest (20.3  percent),
compared to Latin America and Caribbean (LAC)

commitments

region and South Asia Region (SAR) that each
received approximately 18 percent of the
commitments. However, at USS9.3 billion in
FY16, commitments to the SSA region declined
from a high of USS$11.6 billion in FY15 and
USS10.6 billion in FY14.

Commitments to the SAR increased to USS$8.3
billion in FY16 from USS$7.8 billion in FY15, while
a 36.7 percent annual growth was recorded for
the LAC region, registering a five-year high of
USS8.2 billion. The Middle East and North Africa
(MENA) recorded USS5.2 billion in
commitments, the lowest of all the regions.

region

This growth in commitments reflects record
levels of lending under IBRD, following measures
undertaken in FY14 and FY15 to increase its
lending capacity. These measures included a
repricing of loans, raising the single-borrower
limit and a lower loan-to-equity ratio for IBRD.

In FY16, IBRD and IDA disbursed USS35.7 billion,
which was 12.0 percent and 14.2 percent higher
than FY15 and FY14,
respectively (Table 2.2). Since FY12, there has
been an upward trend in total disbursements,

disbursements in

with the exception of FY13 when they fell to
USS$27.2 billion.

Table 2.1: Gross IBRD and IDA Commitments (USS billion)

Sub-Saharan Africa (SSA)

East Asia and Pacific (EAP)

Europe and Central Asia (ECA)

Latin America and Caribbean (LAC)
Middle East and North Africa (MENA)
South Asia Region (SAR)

Grand Total

Source: World Bank

FY12
7.6

6.6
6.7
6.6
1.5
6.3
353
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FY13 FY14  FY15 FY16
8.2 10.6 11.6 9.3
6.2 6.3 6.3 7.5
53 5.6 7.2 7.3
5.2 5.0 6.0 8.2
2.0 2.7 35 5.2
4.4 10.4 7.8 8.3
315 40.8 424 45.8



Table 2.2: Gross IBRD and IDA Disbursements (USS billion)

Sub-Saharan Africa (SSA)
East Asia and Pacific (EAP)
Europe and Central Asia (ECA)

Latin America and Caribbean (LAC)
Middle East and North Africa (MENA)
South Asia Region (SAR)

Grand Total
Source: World Bank

The SSA region received the highest amounts
disbursed (USS$7.7 billion), followed by the East
Asia and Pacific (EAP) region and SAR with US$6.4
billion and USS6.1 billion, respectively. Gross
disbursements to Africa Group 1 Constituency
(AFG1) from IBRD and IDA increased marginally
by US$36.2 million in FY16 (Table 2.3).

Table 2.3: Gross IBRD and IDA Disbursements —
Africa Group 1 Constituency (USS million)

FY15 FY16
AFG1* 3,326.67 3,362.83
IBRD 31.08 42.89
Botswana 14.57 31.57
Seychelles 7.04 5.01
Swaziland 9.48 6.31
IDA 3,295.59 3,319.94
Burundi 59.73 23.28
Ethiopia 744.23 1,103.22
Gambia, The 9.27 17.32
Kenya 530.24 489.29
Lesotho 11.72 20.14
Liberia 183.60 131.01
Malawi 114.28 175.18
Mozambique 361.94 367.21
Rwanda 204.35 234.50
Sierra Leone 154.86 55.75
South Sudan 36.57 28.65
Tanzania 630.09 430.18
Uganda 183.52 177.77
Zambia 71.19 66.43

Source: World Bank
Notes:
* Eritrea, Namibia, Somali, Sudan and Zimbabwe did not
have any active lending programs with the World Bank in
FY15 and FY16.

3 Botswana, Seychelles and Swaziland.

FY12
6.2
5.5
6.1
7.1
1.9
3.9

30.7
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FY13  FY14  FY15  FY16
62 69 74 77
54 49 51 64
41 71 61 55
56 60 61 56
21 10 20 45
38 54 52 61
272 313 319 357

2.3 IBRD Lending Operations

During FY16, total IBRD commitments increased
by 26.6 percent over FY15, to US$29.7 billion. The
LAC the highest
commitments at 26.9 percent, followed by
Europe and Central Asia (ECA) Region with 23.6
percent. Only 2.4 percent (USS0.7 billion) of IBRD
commitments were recorded for the SSA region,

region accounted for

the lowest in the last five years, and consistently
the lowest in the six regions of the WBG (Table
2.4). Very few countries in Africa access IBRD for
development finance, but this is expected to
change in the next two IDA replenishment cycles
as some SSA countries graduate to blend status.

Similarly, gross disbursements in FY16 at US$5.3
billion were the highest in LAC, followed by
Europe and Central Asia (ECA) and EAP regions
with USS5.2 billion each (Table 2.5). The SSA
region received only USS0.9 billion, compared to
SAR with USS4.9 billion and the MENA region
with USS$4.4 billion.

IBRD eligible countries in Africa Group 1
Constituency received disbursements amounting
to USS$S42.9 million (gross) or US$39.6 million
(net) in FY16. The low level of disbursements
reflects the limited engagement of IBRD in the

Constituency’s Middle Income Countries®.



Table 2.4 IBRD Commitments (USS billion)

Sub-Saharan Africa (SSA)

East Asia and Pacific (EAP)

Europe and Central Asia (ECA)

Latin America and Caribbean (LAC)
Middle East and North Africa (MENA)

South Asia Region (SAR)
Grand Total
Source: World Bank

FY12

0.2
5.4
6.2
6.2
1.4

1.2
20.6

Table 2.5 IBRD Disbursements (USS billion)

Sub-Saharan Africa (SSA)

East Asia and Pacific (EAP)

Europe and Central Asia (ECA)

Latin America and Caribbean (LAC)
Middle East and North Africa (MENA)
South Asia Region (SAR)

Grand Total
Source: World Bank

2.4 IDA Lending Operations

Total IDA commitments at US$16.2 billion in FY16
declined by 14.2 percent, from USS$18.9 billion in
FY15. This reflected a 16.3 percent drop (USS$S1.7
billion) in commitments to SSA, which on average
accounts for over 50 percent of IDA lending.
There was also a decline of 17.5 percent (US$1.0
billion) in commitments to SAR. (Table 2.6).

Gross disbursements by IDA fell to US$9.8 billion
in FY16 from US$12.8 billion in FY15 and US$13.4
billion in FY14. This was the lowest in the past five

FY 12
0.5

3.9
5.7
6.7
1.8
1.1
19.7

FY13  FY14 FY15  FY16

01 04 12 07

36 42 45 52

46 47 67 70

47 46 57 80

18 26 33 52

04 21 21 36

152 186 235 297
FY13  FY14 FY15 FY16
0.4 03 0.8 0.9
36 3.4 3.6 5.2
36 6.5 5.8 5.2
5.3 5.6 5.7 5.3
1.9 1.8 1.8 44
1.1 1.2 13 4.9
159 188 190 259

years (Table 2.7). The SSA region continued to be
the main recipient of IDA resources, but in the
coming vyears these will be complemented
increasingly by resources from IBRD as more

countries graduate to assume blend status.

The SSA region received the highest amount of
disbursements amounting to US$6.8 billion (69.5
percent), while the SAR and EAP region received
USS1.1 billion (12.2 percent) and USS$1.2 billion
(11.5 percent), respectively.

Table 2.6 IDA Commitments (USS Billion)

Sub-Saharan Africa (SSA)
East Asia and Pacific (EAP)
Europe and Central Asia (ECA)
Latin America and Caribbean (LAC)
Middle East and North Africa (MENA)
South Asia Region (SAR)
Grand Total
Source: World Bank

FY 12
7.5

1.2
0.3
0.4
8.2
0.2
14.8
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FY 13 FY14 Fy15 FY 16
8.2 10.2 10.4 8.7
2.6 2.1 1.8 2.3
0.7 0.8 0.5 0.2
0.4 0.4 0.3 0.2
0.2 0.2 0.2 0.1
4.1 8.3 5.7 4.7
16.3 22.2 18.9 16.2



Table 2.7 IDA Disbursements (USS Billion)

Sub-Saharan Africa (SSA)

East Asia and Pacific (EAP)

Europe and Central Asia (ECA)

Latin America and Caribbean (LAC)
Middle East and North Africa (MENA)
South Asia Region (SAR)

Grand Total

Source: World Bank

2.5 IFC Operations

The activities of the International Finance
Corporation (IFC) in support of private sector
development experienced mixed outcomes in

FY16.

IFC total approvals decreased from USS$16.7
billion in FY15, to US$15.9 billion in FY16 (Table
2.8). The LAC region recorded the largest
approvals in FY16 at USS$3.1 billion, followed by
SSA region at USS2.6 billion, ECA region at US$2.5
billion and EAP region at USS$2.1 billion. Approvals
to the SSA region continued on an upward
trajectory that began in FY13, signaling IFC's
continued commitment to scale up its activities in
the region, including in Fragile and Conflict-
Affected States (FCSs). The approvals to EAP and
ECA regions declined by USS$1.6 billion and
USS1.4 billion, respectively, while the approvals
to projects covering more than one region (World
Region) rose by US$1.7 billion.

Total commitments decreased from US$11.9
billion in FY15, to USS11.2 billion in FY16,
continuing the declining trend which started in
FY14 when total commitments were US$18.0
billion. ECA, SSA, and EAP regions recorded
decreases from USS$2.4 billion, US$1.8 billion, and

FY 12
5.7

1.5
0.5
0.3
0.1
2.9
11.0
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FY 13 FY14  FY15 FY 16
5.8 6.6 6.5 6.8
1.8 1.5 1.5 1.2
0.5 0.5 0.3 0.3
0.3 0.3 0.4 0.3
0.2 0.3 0.2 0.1
2.7 4.3 3.9 1.1
113 135 12.8 9.8

USS$2.8 billion in FY15, to USS$2.1 billion, USS1.4
billion, and USS$2.3 billion in FY16, respectively
(Table 2.9).

Total disbursements increased to US$10.0 billion
in  FY16 from USS9.2 billion in FY15.
Disbursements to the MENA region increased
from USS0.7 billion in FY15, to US$1.0 billion in
FY16. Disbursements also increased from US$1.4
billion in FY15, to USS$1.7 billion in FY16 for the
EAP region. For the SSA region, disbursements
increased from USS1.4 billion in FY15 to US$1.9
billion in FY16 (Table 2.10).



Table 2.8: IFC Approvals by Region

Region

Sub-Saharan Africa (SSA)

East Asia and Pacific (EAP)

Europe and Central Asia (ECA)

Latin America and Caribbean (LAC)
Middle East and North Africa (MENA)
South Asia Region (SAR)

World

Total

Source: IFC

(USS billion)
FY15
2.3

3.7
3.9
3.6
1.1
1.5
0.6
16.7

FY16
2.6

2.1
2.5
3.1
1.6
1.8
2.3
159

Table 2.9: IFC Commitments by Region

Region

Sub-Saharan Africa (SSA)

East Asia and Pacific (EAP)

Europe and Central Asia (ECA)

Latin America and Caribbean (LAC)
Middle East and North Africa (MENA)
South Asia Region (SAR)

World

Total

Source: IFC

(USS billion)
FY15 FY16
1.8 14
2.8 2.3
2.4 2.1
2.4 2.7
0.9 1.0
14 14
0.2 0.2
11.9 11.2

Table 2.10: IFC Disbursements by Region

Region

Sub-Saharan Africa (SSA)

East Asia and Pacific (EAP)

Europe and Central Asia (ECA)

Latin America and Caribbean (LAC)
Middle East and North Africa (MENA)
South Asia Region (SAR)

World

Total

Source: IFC

(USS billion)
FY15 FY16
1.4 19
1.4 1.7
1.8 2.1
2.2 0.8
0.7 1.0
0.9 1.2
0.8 1.2
9.2 10.0

21

Share (%)
FY15 FY16
13.8 16.1
22.2 13.3
23.4 15.8
21.6 19.3
6.6 9.9
9.0 111
3.6 14.5
100 100
Share (%)
FY15 FY16
151 12.5
23.5 20.7
20.2 191
20.2 24.1
7.6 8.9
11.8 12.8
1.7 19
100 100
Share (%)
FY15 FY16
15.2 19.0
15.2 17.5
19.6 21.0
239 8.3
7.6 10.0
9.8 11.8
8.7 12.5
100 100



2.6 MIGA Operations

The Multilateral Investment Guarantee Agency
(MIGA) is the WBG's
mandated to promote foreign direct investment

member institution
(FDI) into developing countries. MIGA provides
political risk guarantees to cover non-honoring of
sovereign financial obligations and financial

obligations of state-owned enterprises.

In FY16, MIGA issued a record USS4.3 billion
worth of political risk guarantees, representing
an increase of more than 50 percent over the
FY15 of USS2.8 billion (Table 2.11).
However, the new guarantees supported only 17

level

investment projects, compared to 40 investment
projects supported during FY15. MIGA’s gross
exposure to insurance claims continued to rise,
exhibiting an exposure level of US$14.2 billion, up
from US$12.5 billion in FY15 (13.6 percent). In
contrast, MIGA’s net exposure during the
financial year declined to USS$6.7 billion (13
percent).

During FY16, MIGA provided guarantees to 17
projects worth USS1.8 billion in the SSA region, in
support of eight projects representing 41 percent
of the total, across sectors including, financial,
infrastructure, oil & gas, tourism and services
(Table 2.12). This represented a remarkable
reversal from the Agency’s performance during
FY15, in which the value of guarantees declined
by 50 percent. By the end of FY16, MIGA’s gross
and net exposures to SSA were 31.2 percent and
28.9 percent of the respective totals. Notably the
SSA’s share in gross exposures was the highest
among all regions. Only one* out of the 17
projects supported by MIGA in SSA was in the
Africa Group 1 Constituency (Table 2.13).

4 This was the Central Termica de Ressano Garcia Project, an
infrastructure project in Mozambique with a guarantee amount of
US$115.4 million.

22

In terms of priority areas, more than half of the
guarantees supported nine projects in IDA-
eligible countries, while 12 percent supported an
innovative investment project that involved
public-private partnership (Table 2.14). On the
other hand, six percent of the guarantees, worth
USS255 million, supported investment projects
focused on climate and energy efficiency, while
one percent of the guarantees worth US$49.6

million supported investment projects in FCSs.

With the sectoral

diversification, the bulk of MIGA’s guarantees

respect to Agency’s
amounting to USS$1.7 billion, representing 40
percent, went to support infrastructure projects
during FY16. The financial sector followed with a
(29.8
percent), while the oil, gas and mining sector

guarantee amount of USS$1.3 billion

experienced a huge recovery with a guarantee
amount of USS$1.2 billion (28.2 percent) in FY16,
compared to USS0.02 billion (0.8 percent) in
FY15. In contrast, the Guarantees for investments
in the agribusiness, manufacturing & services
sector represented 1.6 percent of FY16 volumes
(Table 2.15).



Number of Guarantees Issued !

Number of Projects Supported
New Projects?

Previously Supported?

Table 2.11: MIGA Operations

Amount of New Issuance, Gross (USS’ billion)

Gross Exposure (USS’ billion)*
Net Exposure (USS’ billion)*

Source: MIGA

FY14
33
24
20

4
3.2
124
7.1

FY15
50
40
29
11
2.8

12.5
7.7

FY16

24
17
14

4.3
14.2
6.7

1. For FY16, excludes 2 additional projects under the MIGA-administered West Bank and Gaza Investment

Guarantee Trust Fund.

2. Projects receiving MIGA support for the first time (including expansions).

3. Projects supported by MIGA in current financial year as well as in previous years.
4. Gross exposure in the maximum aggregate liability. Net exposure is the gross exposure less reinsurance.

Region

Asia and Pacific
Europe and Central Asia
Latin America and Caribbean

Middle East and North Africa

Sub-Saharan Africa
Total

Source: MIGA

FY14

A~ N0 W
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Table 2.12: New MIGA Guarantees by Region

No of projects Amount USS M In % of total
FY15 FY16 FY14 FY15 FY16 FY14 FY15 FY16
2 4 502.6 282.7 1,318.6 16 10 31
15 3 1,654.4 1,462.4 727.2 52 52 17
8 1 402.4 832.1 439.3 13 29 10
4 1 80.7 49.2 15.3 3 2 1
11 8 515.1 201.3 1,757.6 16 7 41
40 17 3,155.2 2,827.7 4,258.0 100 100 100
Table 2.13: MIGA Guarantees in SSA
Sector Guarantee Amount In % of
(USS million) SSA
Infrastructure 115.4 6.6
Financial/Infrastructure/Qil & 1,642.2 93.4
Gas/ Tourism/Services
1,757.6 100

Name of beneficiary No. of
Country Projects
Mozambique 1
Other SSA 7
Total SSA 8
Source: MIGA
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Priority areat

IDA-eligible countries
Fragile countries
Innovative Projects?

Climate and Energy Efficiency

Source: MIGA

Table 2.14: MIGA Guarantees by Priority Area

No. of projects Share (%) Guarantee Amount
supported (USS million)
9 53 2,268.1
1 6 49.6
1 6 491.8
2 12 255.1

Share (%)

53
1
12
6

1. Some projects address more than one priority area; as a result, share figures may not add to 100%.
2. Innovative projects include public-private blend financing, and new industries.

Table 2.15: New MIGA Guarantees by Sector

No of projects Amount USS M In % of total
Sector FY15 FY16 FY15 FY16 FY15 FY16
Agribusiness, Manufacturing 13 3 458.5 67.4 16.2 1.6
& Services
Financial 13 5 1,100.7 1,266.8 39.0 29.8
Infrastructure 13 7 1,245.1 1,723.8 44.0 40.4
Oil, Gas & Mining 1 2 23.4 1,200.0 0.8 28.2

Total

Source: MIGA

40 17 2,827.7  4,258.0 100 100.0
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Chapter 3

Selected Policy Issues and Updates

3.1 Overview

During FY16 the Executive Board of the World
Bank Group (WBG) considered several policy
issues such as the Forward Look, the 2015
Shareholding Review and the Environmental and
Social Safeguards Framework. Also of significance
in FY16 were IDA18 Replenishment negotiations,
which continued into FY17, and progress on
Diversity and Inclusion.

3.2 Update on the Forward Look

The global development landscape continues to
evolve, presenting emerging opportunities, but
also intensified challenges relating to climate
change, fragility and health-related crises. This
has driven country demand for WBG resources to
record levels, with calls on the Institution to play
a counter cyclical role, while supporting the
global agenda. In response, and in recognition of
the development agenda espoused in the
Sustainable Development Goals (SDGs), the WBG
has been exploring ways to enhance its capacity
within the context of the pursuit of the twin goals
to eliminate extreme poverty and foster shared
prosperity in a sustainable manner.

An initiative towards this end is an exercise
captioned, Forward Look, through which the
WBG aims to develop a vision of its medium- to
long-term role within the context of the Post-
2015 Agenda. The definition of this role will
inform the WBG on matters relating to voice and

5 Development Committee, Spring 2016, Forward Look — A Vision
for The World Bank Group in 2030
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shareholding reviews, and the financial capacities
and priorities of IDA, IBRD and IFC, as well as
MIGA’s engagement.

The Board presented to the Development
Committee an Interim Report on the Forward
Look exercise at the 2016 Spring Meetings of the
International Monetary Fund (IMF) and the WBG.
This report indicated that the WBG is well-placed
to play a leading role in the attainment of the
SDGs on the basis of its formidable comparative
advantages that include its “global breadth,
country depth, multi-sectoral expertise and
public and private relationship and instruments,
plus an exceptional ability to mobilize and
leverage finance”>. Furthermore, the report
noted that the WBG’s twin goals are clear and will
remain relevant over the next 15 years. The Final
Report of the Forward Look exercise will be
considered during the 2016 IMF/WBG Annual
Meetings.

The Final Report points out that the Forward Look
exercise seeks to strategically focus the WBG
interventions for it to remain relevant to all its
clients. The WBG aims to recast its instruments
and scale up efforts at mobilizing resources. This
calls for improvements to the WBG’s business
model, with knowledge as the core driver of its
comparative advantage, while fostering agility in
operational delivery and incentivizing staff.

The WBG recognizes that several of its operations
require effective collaboration with other players



and as such seeks to strengthen its framework of
partnerships with private sector players, and with
global and regional partners such the United
Nations (UN), Multilateral Development Banks
(MDBs),
(NGOs) and philanthropic organizations. The
Look the WBG’s
commitment to strategically focus on Global

Non-Governmental Organizations

Forward also reaffirms

Public Goods, including those relating to climate
change, migration, and pandemics.

Briefly stated, the
measures to ensure that the WBG remains fit for

report proposes several

purpose in the SDG era and beyond. The Forward
Look commits the WBG to a culture of continual
evaluation, which would form the basis for
making necessary adjustments to policies,
practices and staff incentives. These measures
also aim to ensure that the WBG becomes faster,
less bureaucratic, more efficient, financially
sustainable and results-oriented. The proposals
include reforms in areas such as the trust funds
framework, IBRD’s capacity to accommodate IDA
graduates and lower middle income countries,
concessional financing and climate change
support. The operational measures include, the
continuation of the expenditure review to
achieve a budget savings of US$400 million
through and

simplifying integrating

administrative services. Other measures are
intended to make crisis-response mechanisms
more effective, expand engagement with the
private  sector and enhance knowledge
management. An overarching principle of these
is to ensure that

proposals resources are

strategically deployed to meet global and clients’

needs, particularly those facing the most
daunting development challenges such as
fragility, conflict and violence.

At the 2016 IMF/WBG Annual Meetings,

shareholders are requested to endorse this
Forward Look. This endorsement would entail a

28

commitment to support measures that would
increase the overall capacity of the WBG. Specific
requests include:

(a) Anincrease to IBRD’s financial capacity;

(b) The strengthening of IFC through a significant
capital injection; and

(c) Enabling MIGA’s capacity to issue additional
and diversified guarantees, as well as to maximize
income and make better use of shareholders’
capital.

In addition, with a focus on FCSs featuring
prominently in the Forward Look exercise, a
IDA18
funding and special facilities to address crises and

robust replenishment with increased
other risks is deemed imperative. Furthermore,
the success of the Forward Look exercise requires
that the WBG has the following: (i) the right
governance structure that reflects adequate
voice for all; and (ii) an institutional arrangement
that works more closely as a one strengthened

WBG entity.

3.3 The 2015 Voice Reform and Shareholding
Review

At the 2015 IMF/WBG Annual Meetings in Lima,
Peru, the Board of Governors approved the
roadmap for the 2015 Shareholding Review (See
Figure 3.1). In line with the roadmap, the review
would involve two main phases, with the first
being an agreement on a Dynamic Formula and
the second being agreement on allocations under
a General Capital Increase (GCl) and a Selective
Capital Increase (SCI).

After review of various options for the Formula,
the Board of Executive Directors agreed on a
that
presented to the Board of Governors at the 2016
IMF/WBG Annual Meetings. The Dynamic

proposed Dynamic Formula will  be



Formula provides a basis for the discussion of GCI
and SCI and the allocation of basic votes, by
identifying over- or underrepresentation among
the membership of IBRD. Discussions on the
Dynamic  Formula focused on reaching
agreement on the components of the formula
and their assigned weights. Discussions also
covered other complementary issues such as the
importance of upholding the achievements of
previous voice reforms, allocation of shares and
options to smooth adjustments over time, the
role of forbearance and adjustments to basic
votes. Noting the shortfalls of the formula,
Executive Directors committed to uphold the
Istanbul Principles that were endorsed by
Governors in 2010 (Box 3.1).

The main elements of the Dynamic Formula are:
(i) economic weight, captured as GDP; and (ii)
member contributions to IDA, to reflect the
Bank’s core mission of poverty eradication. In
accordance with guidance from Governors to
maintain economic weight as the key variable to
determine shareholding, GDP was assigned a
weight of 80 percent (Box 3.2). IDA was therefore
formatted to carry a weight of 20 percent, with
larger emphasis placed on the last three
contributions to IDA, compared to historical
contributions. To incentivize donors, recent IDA
contributions would be assigned a weight of 80
percent within the IDA component. Also, a

compression factor of 0.95 would be applied to
the Formula to reduce the dispersion of
calculated shareholding across members.

Box 3.1: Istanbul Principles

Regular shareholding reviews will take place every 5
years based on agreed principles and a dynamic formula.

The guiding principle for shareholding realignments is to
achieve an equitable balance of voting power. This can
be assessed by looking at the balance of voting power
between country groups and/or under-representation
country-by-country.

As a global cooperative, all voices are important. Where
possible decision making is by consensus. All members
have basic votes, protected in the constituent
documents of the respective WBG entities.

The smallest poor member countries shall be protected
from dilution of their voting power

Shareholding brings both rights and responsibilities, and
all shareholders have an interest in the long term
financial sustainability of the WBG, including IBRD and
IFC’s AAA credit rating, contributing in line with their
capacity to do so.

Figure 3.1: Roadmap for the Implementation of the 2015 Shareholding

October 2015

- 2015 Reveiw
Completed
April 2016

- Dynamic Formula Interim

- Governors Endorse
Roadmap to

Implementation of 2015 Report
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Box 3.2: The Dynamic Formula

CS =(0.8*GDP+0.2*IDA) %%

Notes:
CS = Calculated Shareholding

GDP = Measured as the 5-year average GDP, using the
Market Exchange Rates (MER) weighted at 60 percent and
Purchasing Power Parity (PPP) rates weighted at 40
percent.

IDA = Contributions to the three latest IDA replenishments
allocated a
contributions weighted at 20 percent.

weight of 80 percent and historical

Following the endorsement of this Formula in
2016, the review will enter its next phase, which
agreement on the
principles of the GClI and SCl, options for

will involve allocation
protection the smallest and poorest members,
and a principle-based forbearance. The primary
aims of the SCI would be to achieve a rebalancing
of distribution in shareholding that emerges from

the Dynamic Formula.

3.4 Review and update of the World Bank’s
Environmental and Social Safeguards

In August 2016, the Executive Board approved a
new Environmental and Social Safeguards
Framework (ESSF) for the World Bank. This
followed a three-phased consultation process
that commenced in October 2012 and ended in
March 2016,
including members of our Constituency during

involving various stakeholders

the African Caucus Meetings held in the Republic
of the Sudan, in 2014, and in the Republic of
Angola, in 2015, and at the High Level Forum on
Indigenous Peoples’ held in Federal Democratic
Republic of Ethiopia in February 2016. Most of
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the concerns raised by the Governors were taken
onboard including the consideration and respect
of national Constitutions, laws and frameworks.
Specifically, the title and contents of the standard
on “Indigenous Peoples” were changed to
African

“Indigenous Peoples/Sub-Saharan

Historically ~Underserved  Traditional Local
Communities”. Understandably, as it would not
be possible to accommodate the specific
interests and requests of all stakeholders in the
ESSF, the Board requested for the preparation of
Guidance Notes to address residual aspects
including interpretation of the Standards and
clarification of the implementation processes.
Further, the Board emphasized the importance of
assisting countries to build capacity and avoid

additional costs to borrowers.

Under this ESSF, the World Bank expects to
respond better to new challenges and issues,
the
environmental

improve consistency and quality of

and social appraisals, and

strengthen  implementation  support  to
borrowers. The ESSF focuses on outcomes that
promote sustainable development, provides
effective and efficient protection for people and
the environment affected by Bank-financed
projects, and will respond to challenges in
borrowing countries that have evolved since the
safeguard policies were developed and that may
develop in the coming years. The ESSF will help to
ensure the access of poor people (especially the
disadvantaged or vulnerable) to the benefits of
developmental projects. The proposals will help
improve protection of livelihoods, contribute to
better living conditions, and foster the resilience

of communities.

The ESSF will be rolled out in four distinct phases:

(i) Preparation (12-18 months) - The Bank will
establish an Implementation Unit that will be
responsible for the roll-out process. Activities will



involve information updates to the Bank’s clients,
development of training materials for borrowers
and Bank staff, publication of guidance notes,
procedures and processes, as well as translation
of the ESSF and related materials into various
languages. Borrower capacity building will occur
concurrently and continue into the next phase.

(ii) Launch (6 months) — In this phase, all
preparatory activities will be completed, leaving
only ongoing efforts to build local capacity in
environmental and social risk management.

(iii) Embedding (2 years) — This will involve an
examination of borrower frameworks to check
compatibility ~ with  the management of
environmental and social risks in specific Bank-
financed projects.

(iv) New Steady State (6-7 years) — at this point
the ESSF is expected to be the established
practice (see Figure 3.2).

Figure 3.2: Phases of the ESSF Implementation Schedule

Board Effectiveness
Approval Phase | Date

Preparation

18 months
after Board
approval

Launch

The current safeguard policies will run in parallel
for seven years after the launch of the new ESSF
(the average length of an infrastructure project is
seven years). Where a Concept Note is dated
before the launch of the ESSF, the project will be
governed by the current policies. However, in
specific cases, and if requested by the borrower,
the WBG may decide that a project can use the
ESSF as an “early adopter”, before the
effectiveness date of the ESSF if the project is at
concept stage and preparation can proceed in
accordance with the Standards. The WBG will
launch the ESSF only after ensuring that a set of
readiness indicators has been achieved and it
deems it is sufficiently prepared to implement
the new requirements.

The structure for governance, management and
delivery will rely on existing institutional
arrangements as much as possible and integrate
relevant staff from other units. The WBG will also
apply lessons learnt from the roll-out of the
recently approved Procurement Framework.

Report to
the Board
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3.5 Update on IDA18 Replenishment

Negotiations for the IDA18 Replenishment began
in March 2016. So far, two out of the four slated
Replenishment Meetings have been held, with
the first one held in Paris, France and the second
one held in Nay Pyi Taw, Myanmar in June 2016.
These meetings laid the frameworks that map out
the strategic thematic directions, detailed policy
commitments, proposed size of replenishment
resources requested, proposed changes to IDA’s
delivery instruments and the new financing and
leveraging approach.

These negotiations are taking place in an
both

challenges. The SDGs, COP21 on climate change,

environment  of opportunities  and
Addis Ababa Action Agenda on Financing for
the
resilience to natural disaster all present an
ambitious global agenda for 2030. The IDA18

Replenishment is the first opportunity for the

Development, Sendai framework on

international community to make concrete a
joint commitment to deliver on the 2030 agenda
for low income countries.

The IDA18 Replenishment negotiations come at a
time when developing countries face strong
headwinds that put their development gains at
risk of reversal and make efforts at pursuing the
new agenda difficult. The fall in commodity prices
has cut growth prospects, disrupted critical
infrastructure investments and compromised
important social sector spending. This has
intensified the strains already imposed by binding
energy constraints, pandemics, extreme climatic
conditions, and conflicts, among other
challenges. Also, many donor partners face
increasing stress on their Official Development

Assistance (ODA) budgets.

Against this backdrop, there is a strong call for
IDA to reform its business model to adapt to the
changing development landscape in terms of
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thematic focus, scale of resources and tangible
results on the ground. The following are
highlights of the emerging agreements from the
two meetings held so far.

3.5.1 Strategic Directions and Proposed Thematic
Policy Commitments for IDA18

The meetings agreed on the following
overarching theme for IDA18: “Towards 2030 -
Investing in Growth, Resilience and Opportunity”.
This overarching theme was considered as an
appropriate framing of the strategic directions
for IDA18, especially given the ambitious global
and the headwinds

agenda confronting

countries.

Five special themes were adopted for IDA18.
Given the expected unfinished agenda in IDA17,
three of these special themes were carried over
IDA1S,
Development; (ii) Gender Equality; and (iii)

into namely: (i) Climate Resilient

Fragility Conflict and Violence.

1. Climate Resilient Development —The aim is to
acknowledge the growing impact of climate
change on development outcomes, and
hence the importance of building country
resilience to protect hard-won

The IDA18 policy

package on climate change envisages to

developmental gains.

significantly  scale-up  innovative  and
transformative activities towards climate
resilient development. Planned interventions
include the promotion of energy access in
IDA countries, attention to investment in
renewable energy and a focus on climate
smart agriculture by developing at least
seven investment prospectus. In recognition
of the cross-cutting importance of energy in
economic development and commitment to
lower Greenhouse Gas (GHG) emissions, IDA

proposes to support the development of five



Gigawatts of renewable energy in IDA
countries in the course of IDA18.

Gender Equality — This is to recognize the
progress that has been made in closing
gender gaps, especially in education, while
agenda,
empowerment

acknowledging the unfinished

especially in  economic
through financial inclusion, access to jobs

and assets.

Fragility, Conflict and Violence (FCV) — The
focus is to recognize that this is among the
most pressing global policy issues. The
refugee crisis and internally displaced

people, constitute major obstacles in
achieving development goals with impacts at
the country, regional and global levels. A shift
from pure crisis response, to better risk
mitigation and prevention calls for new
incentives and differentiated, but targeted,
sources of financing. IDA18 is set to nearly
double resources for FCSs from the levels in
IDA17. A new FCV risk mitigation allocation is
being set up to address long- and short- term
causes of fragility and conflict upstream.
IDA18 will also support the deepening of
knowledge on FCV and the design of
integrated WBG strategies to address drivers
of fragility, build institutional resilience, and
effectiveness  and

improve operational

flexibility through partnerships.

Two new special themes were added as the
fourth and fifth special themes for IDA1S,
namely: (i) Economic Transformation and
Jobs; and (ii) Governance and Institution
Building.

Economic Transformation and Jobs — This
special theme aims to foster an enabling
environment, including focus on connectivity
and capabilities of individuals and firms, with
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special emphasis on the quality of
infrastructure investments to ensure long-
would

term  growth.  This capture

opportunities for jobs, private sector
development and economic diversification.
IDA18 will seek to assist countries develop
global and regional value chains by
connecting markets and supporting small
(SMEs).

Relatedly, a Private sector Window with an

and medium size enterprises
envelope size of USS2.5 billion will be
established to enhance IDA’s collaborative
support with IFC and MIGA to private sector
development in low income countries, with a
special focus on FCS.

Governance and Institution Building — This
theme focusses on effective interventions
underpinned by macro-fiscal stability, strong
domestic resource mobilization capacity,
prudent public expenditure, public financial
management and procurement capacity,
mitigating illicit financial flows and promoting
a productive role of state-owned-enterprises
in development.

3.5.2 Proposed Changes to IDA Policies and

New Delivery Instruments in IDA18

Several changes are proposed to the allocation
system for the core concessional resources, and
the carve-outs such as regional programs and the
Crisis Response Window (CRW). New non-
concessional resource instruments such as the
Transition Support, Scale-Up Facility (SUF) and
Catastrophic Risk Deferred Drawdown Option
(CAT-DDO) will be introduced for IDA clients.

A. Concessional IDA
(i) Core Concessional Resource Allocations - The

following are the proposed revisions to the
core concessional resource allocation: (a)



(ii) Performance-Based Allocation (PBA) - the
annual minimum base allocation in the PBA
will be increased from SDR 4 million, to
SDR15 million for all IDA clients; (b) The
Country Performance Rating (CPR) exponent
in the PBA will be reduced from 4 to 3 to give
more emphasis to needs; (c) The Grant
discount and Multilateral Debt Relief netting
Out will be eliminated in IDA 18 allocations;
and (d) Aggregate support to all FCS will be
doubled from its level in IDA17.

(iii) Exceptional Regimes: (a) Turn-Around
Regime — This will continue in IDA18 and the
allocation is expected to be increased; (b)
Risk-mitigation Regime — This new regime will
be introduced in IDA18 to help specific
countries (Guinea, Nepal, Niger and
Tajikistan) mitigate identified risks of FCV;
and (c) Arrears Clearance support — IDA’s
capacity to provide arrears clearance support
for re-engaging countries will be retained in
IDA18.

(iv) Regional Programs: (a) There will be an
increased size of regional window for IDA
countries; (b) A new IDA Regional Sub-
Window for Refugees will be established in
IDA18. Flexibility has been designed in this
facility to allow for support to non-IDA
countries that host refugees from FCS

countries. This window will not cover support

to Internally Displaced Persons and
returnees; (c) A set aside allocation for Syria,
which is not yet classified as an IDA country,
but is expected to qualify for IDA financing if
formally assessed.

(v) Crisis Response Window: Increased sized of
CRW to support IDA countries that are facing
vulnerabilities and the need for timely and

flexible support.
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B. Non-Concessional IDA

(i) Transition Support: In view of on-going
vulnerabilities and poverty challenges faced by
many recent graduates and proposed IDA18
graduates, a transition support mechanism is
being proposed in IDA18 for (a) IDA 16 and IDA 17
Graduates excluding India, and (b) India, as a
special case;

(ii) Scale Up Facility (SUF) — An additional
non-concessional financing to IDA clients in a
position to take on such terms without harming
their debt
proposed to continue;

(iii) Catastrophic Risk Deferred Drawdown
Option (CAT-DDO) — this new instrument will help
respond to IDA countries’ demand for more

sustainability position is being

contingent financing and the need to strengthen
countries’ preparedness to respond to crises;

(iv) IFC-MIGA Private Sector Window — A
USS2.5 billion private sector window is being
proposed on a pilot basis to further promote
private sector development in IDA countries, with
special focus on FCS.

3.5.3 Proposed IDA18 financing and
Leveraging Framework

Given the global agenda and vulnerabilities facing
countries, the demand for IDA resources was
estimated to total at least USS90 billion across
the six developing country regions. To
appropriately to this

paradigm shift in financing IDA is needed. The

respond demand, a
proposed Financing Framework has therefore
been crafted to enable a blending of concessional
financing through: (i) shareholder contributions,
including from new donors, (ii) reflows from
clients, and (iii) leveraging of IDA’s equity by way
of debt issuances on the international capital
The IDA18
framework will allow a crowding-in of market

markets. proposed financing



investments to substantially improve donor
leverage, from two dollars to three dollars for
every dollar donor of partner contributions. The
proposed financing package is expected to be in
the range of USS75 billion (base case scenario) to
USS80 billion (high case scenario), which is
estimated to be an increase of about 50 percent
from IDA17. Stress tests show that the proposed

financing framework is robust and sustainable.

From the standpoint of our Constituency, we
have been supportive of this approach, while
insisting that IDA’s core mandate be protected,
that is, the focus on the poorest and ensuring
their access to concessional resources. On the
other hand, IBRD should play a more prominent
role in supportive to IDA graduates and upholding
the cooperative nature of the WBG®.

3.5.4 Next Steps and Conclusion

The third Replenishment Meeting will be held
during the 2016 IMF/WBG Annual Meetings in
Washington DC to finalize the Deputies’ Report
IDA18 Replenishment. The final
Replenishment Meeting, where donor pledges

on the

will be announced, will be held in December
2016. With the context and emerging directions,
strong advocacy and political pressure is needed
IDA18 Replenishment a
Borrowers need to demonstrate absorptive

to make success.
capacity and results that promote achievement
of the WBG twin goals of eradicating extreme
poverty and promoting shared prosperity.

6 See Joint Statement of IDA Borrowers’ Representatives in Annex
1.
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3.6 Update on Diversity and Inclusion

As a global organization with staff from more
than 170 countries, the WBG has committed to
foster and strengthen diversity and inclusion
(D&l) in its workforce. The WBG has had diversity
targets and indicators since 1998, and has revised
them over time to reflect progress and priorities.
One of these diversity targets aims at increasing
the number of staff from Sub-Saharan Africa and
the Caribbean (SSA/CR) at professional level and
above to 12.5 percent. However, progress
towards meeting this target has been historically
slow, with the proportion of staff from SSA/CR at
that level increasing marginally from 10.8 percent
to 11.2 percent between FYO5 and FY10. It then
in FY13, before

declining to 11.2 percent in FY15.

increased to 11.6 percent

Recognizing this slow progress over the last
several years, the focus in the FY15 and FY16 has
shifted more to accountability with quarterly
monitoring of staff diversity indexes, targeted
recruitment  of

underrepresented  groups,

emphasis on  greater awareness and
understanding of D&I challenges and more direct
actions to address those challenges. For example,
D&Iis now embedded in the Vice President Units
Memoranda of Understanding (MQOUs) and is

reflected in managerial performance evaluations.

This approach is beginning to show some positive
results as reflected in the steadily improving
diversity indicators. Following its recruitment
mission to Africa in August 2015, forty (40)
African nationals were recruited at level GF+. This
has helped make progress towards achieving the
12.5 percent target for SSA/CR nationals. As of
end of FY16, the SSA/CR outturn for the WBG
stood at 11.7 percent, up from 11.2 percent in



FY15. However, the various WBG entities have
made different progress towards meeting the
SSA/CR target. While the IBRD/IDA achievement
stands at 12.2 percent, IFC and MIGA have made
slow progress at 10.5 percent and 9.8 percent,
respectively.

Senior Management expressed a commitment to
increased efforts to recruit more Africans into the
WBG in order to meet the commitment of the
WBG President to achieve the SSA/CR target of
12.5 percent by the 2017 IMF/WBG Annual
Meetings. In this regard, IFC is undertaking a
recruitment mission to Africa to Afill
positions in  Departments with significant
underrepresentation of African nationals. Efforts
are also continuing to recruit SSA nationals
through the Young Professionals (YP) Program. In
this context, about 17 percent of the 42
candidates selected for the World Bank YP
Program who were scheduled to join in
September 2016, were SSA/CR nationals, and 24
percent of the 17 YP cohort for IFC, were SSA/CR
nationals.

While these efforts are commendable, African
Executive Directors will continue to call upon the
WBG Senior Management to ensure there is
always an adequate pool of Africans both at the
technical and managerial levels across all entities
of the WBG.
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A ship at Walvis Bay - Namibia

Juba, South Sudan
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Chapter 4

Constituency Issues

4.1 Overview

This Chapter summarizes the deliberations at the
Twelfth Statutory Meeting of the Constituency,
and provides an update on the review of the
Constituency Rule, Guidelines and Procedures. It
also highlights milestones in the reengagement
of selected countries in the Constituency with the
World Bank Group (WBG). The Chapter further
highlights the outcomes of the African Caucus in
2016.

4.2 Highlights of the Twelfth Statutory

Meeting of the Constituency

The Africa Group 1 Constituency Rules, Guidelines
and Procedures as approved in 2010, stipulate
that the Constituency shall meet biannually to
deliberate on issues of common interest and map
out modalities for ensuring that these issues are
factored in the broad policy and operational
the WBG. the
Constituency held its Twelfth Statutory Meeting
on April 14, 2016 in Washington D.C, USA on the
margins of the 2016 IMF/WBG Spring Meetings.
The following are highlights of the reports

agenda of Accordingly,

considered, issues discussed and decisions taken.

4.2.1 The FY16 Interim Report of the Executive

Director

The Executive Director, Mr. Louis Rene Peter
Larose, provided an update on the developments
in the global economy and prospects and the

7 July 2015 to December 2015.
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WBG operational delivery and resource flow to
the developing regions in the first half of FY16’.
Governors were updated on selected WBG
policies and programs that were under review
over the same period. Governors were also
reassured of the commitment of the Office of the
Executive Director to continue to advocate for
the interests of the Constituency.

the
economic environment, including the risks and
They
acknowledged that the decline in commodity

Governors  noted challenging  global

forecast of weak growth. also
prices had adversely impacted fiscal and external
accounts, as well as growth projections of
commodity-exporting countries. Governors also
IBRD, IDA and IFC
commitments to Sub-Saharan Africa (SSA) during

the first half of FY16.

noted the decline in

They appreciated the update on WBG operations
on climate change, including renewable and
clean energy, as well as the plans for early
warning systems for natural disasters and the
efforts to help countries mainstream climate
change into their development policies and
planning processes. They noted plans by IFC to
lead in leveraging USS$13 billion a year in private
sector investment and help develop climate-
smart agriculture investment plans for at least 40
countries and boost assistance for sustainable
forest and fisheries management. Governors also
the the Global
Agriculture and Food Security Program (GAFSP)

welcomed support from



amounting to US$600 million to Africa, including
Burundi, Ethiopia, The Gambia, Kenya, Liberia,
Malawi, Rwanda, Sierra Leone, Tanzania, Uganda,
and Zambia.

further welcomed the WBG’s

commitment to support countries as they

Governors

monitor progress to the achievement of the 17
SDGs, 169 targets and 230 indicators under the
2030 Agenda, through a comprehensive data
system. They noted that the data revolution
required a concerted effort from all Multilateral
Development Banks (MDBs), governments, Non-
Governmental Organizations (NGOs) and private
They that
Household Surveys were the appropriate starting

sector investors. underscored
point and called for support to African countries
in this area. Governors noted the ongoing
discussions on the future operational strategy
under the Forward Look exercise, and welcomed
the WBG’s plan to assist clients in all income
segments, take the lead on global and regional
issues, expand customized knowledge services,
improve efficiency and flexibility, and mobilize
additional resources.

4.2.2 IDA Borrowers’ Representatives Report

The IDA
Representatives, Dr. Denny H. Kalyalya, Governor
of the Bank of Zambia and Mr. Charles Chuka,
Governor of the Reserve Bank of Malawi

Constituency’s Borrower

presented their report to the meeting on the First
IDA18 Replenishment
welcomed the report and noted the increased

Meeting. Governors
number of Borrowers’ Representatives on the
IDA Deputies” forum as not only an amplified
increased

voice but also legitimacy to the

policy
commitments of IDA. Governors welcomed the

replenishment discussions and

call for a strong IDA18 Replenishment that was

8See Annex 2 and 3.
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advocated by the Borrowers’ Representatives
and the need for SSA countries to articulate and
demonstrate the results of IDA investments in
their countries to donors. They welcomed the
IDA18, with particular
emphasis on Economic Transformation and Jobs,

thematic focus of

and Governance and Institution Building.

4.2.3 Constituency Member Statement to the

Development Committee

The Associate Development Committee Member
and Alternate Governor for the United Republic
of Tanzania, Dr. Servacius B. Likwelile, presented
the draft Development Committee Member

the their
and endorsement. Governors

Statement to Governors for
consideration
welcomed and endorsed the Statement as it

reflected the position of the Constituency on the

issues on the Development Committee’s
agenda®.
On the issue of forced displacement and

development, the Constituency called on the
WBG to adopt cohesive and realistic approaches
to address the challenges of forced displacement.
The Constituency drew attention to countries
faced with protracted crisis that are unable to
access IDA-funded initiatives owing to their
arrears position and the non-accrual policy, and
called for flexibility and pragmatism in the
application of the policy. On the progress report
on WBG operations in mainstreaming disaster
risk management, the Statement drew attention
to climatic risks, especially associated with the El
Nino and the need for the WBG to leverage
available resources to build the resilience of
affected economies. On the 2015 Shareholding
Review, the Constituency called for a simplified,
robust dynamic formula that would support the



achievement of an equitable balance of power.
Also supported in the Statement were the issues
of diversity and inclusion, specific support for
Small Island Developing States (SIDS) and Middle-
(MICs), and the WBG’'s
Environmental and Social Safeguard Framework

Income Countries

(ESSF). Governors also re-echoed their calls for
debt relief for the State of Eritrea, Federal
Republic of Somalia, Republic of the Sudan and
Republic of Zimbabwe.

43 Review of Constituency Rules,

Guidelines and Procedures

Following up on the mandate given to the
Constituency Panel at the Constituency Meeting
held in April 2015 in Washington DC, USA, to
undertake the First Statutory Review of the
Constituency Rules, Guidelines and Procedures,
the Panel held three meetings.

The Panel held its inception meeting in Addis
Ababa, Federal Democratic Republic of Ethiopia,
in July 2015 to consider the Executive Director’s
“Report on the 2010-2015 Assessment of the
Rules, and Issues for the 2015 Review”. The Panel
held its Second Meeting in Lima, Peru, in October
2015 to deliberate and finalize the
Report on the Review of the Constituency Rules,

“Panel’s

Guidelines and Procedures”. The Panel’s Report,
which provides details on the assessment and

reasoning underpinning the proposed
recommendations, was circulated to all
Constituency Member Countries for

consultations in December 2015. Governors were
invited to provide inputs and comments or no
objections to the Panel’'s recommendations
through the Executive Director’'s Office for

consolidation by end-March 2016.

The Panel held its third meeting in April 2016 in
Washington DC to deliberate on the outcomes of
the consultations and inputs from Governors.
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Broadly, there were no objections to the
recommendations in the Panel’s report. One
member country offered comments on two
items: (i) on the issue of countries under
sanctions and related difficulties in meeting their
obligations to take up voting shares, and (ii)

staffing.

The Panel concluded that the Rules, Guidelines
and Procedures had served the Constituency well
over the first five years of implementation. The
provisions and rotation system were applied
fairly and accorded countries an equal
opportunity to serve the Constituency in all the
governing bodies at the WBG. However, the
Panel observed that there was room for
improvement to foster effectiveness in the
representation of the Constituency. The Panel,
therefore, proposed two categories of
recommendations; (i) the areas where there
were no need to change the existing provisions;
and (ii) the provisions within the Rules, where the
Panel felt the need for improvement and

recommended changes.

The 2016 Edition of the Constituency Rules,
Guidelines and Procedures were approved by the
Constituency on an absence-of-objection basis
and became effective on July 1, 2016.



4.4 Update on Country Reengagements with

the WBG — State of Eritrea, Federal
Republic of Somalia, Republic of the
Sudan, Republic of Zimbabwe

The Office of the Executive Director continued its
relentless push for the reengagement of the WBG
with four of our Constituency countries currently
with no active Bank programs during the last half
of FY16. They reached milestones as reported in
the following sections.

4.4.1 The State of Eritrea

the
reengagement of the WBG with the State of

Progress was made in process of
Eritrea. Recent efforts by Government and WBG
focused on trying to find the best option that
would allow the State of Eritrea to reengage at
the least cost and with no delays, so that the
country could access its notional allocation of

IDA17.

In this regard, after a mission undertaken by the
Executive Director to Eritrea in February 2016, a
number of follow-up events were organized to
the the
reengagement process in detail. During the
IMF/WBG 2016 Spring Meetings, there were
various Meetings between the Hon. Berhane

discuss issue of arrears and

Habtemariam, Minister of Finance and WBG
Governor for the State of Eritrea and WBG teams
both at technical and management levels. Also,
the Office of the Executive Director organized a
Roundtable Meeting during which the WBG
Governor for Eritrea had an opportunity to
the the
reengagement process in detail with a group of

discuss issue of arrears and

selected WBG Executive Directors.

The outcome of these events is a proposed
roadmap that specifies steps and follow-up
actions for reengagement. As a first step, the IMF
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and WBG would
Sustainability  Analysis

jointly conduct a Debt
(DSA). The DSA is
considered as a very important step in the re-
engagement process as it is used as a tool to
determine the terms of IDA’s future support to
Eritrea. Preliminary work on the DSA would begin
at a mutually agreed time upon the request of the
Government of the State of Eritrea.

The DSA would be followed by arrears clearance,
and the elaboration of a new Bank Strategy for
Eritrea. The latter would likely take the form of a
Country Engagement Note (CEN) covering one or
two years, developed jointly with the Eritrean
authorities.

Possible arrears clearance options include use of:
(i) Eritrea’s own resources; (ii) bilateral donor
assistance; (iii) an operation that could be
designed to rely on a standard bridge loan
mechanism; or (iv)a combination of these
options (such as partial repayment through own

resources combined with a bridge loan).

4.4.2 Federal Republic of Somalia

The Federal Republic of Somalia (FGS) reached

another milestone in its progress towards
reengagement with the International Financial
Institutions  (IFls) by negotiating a Staff-
Monitored Program (SMP) with the IMF in May
2016 to cover the period from May 2016 to April
2017. The IMF approved the SMP on May 16,
2016. The SMP will help Somalia’s economic
reconstruction efforts and establish a track
record on policy and reform implementation as

the authorities move towards reengagement.

The SMP targets the attainment of
macroeconomic stability, building capacity to
strengthen  macroeconomic  management,
rebuilding institutions, and improving

governance and economic statistics. Somalia



concluded an Article IV consultation in July 2015,
the first for the country in 25 years.

the World Bank
convened a Roundtable Conference on Somalia
on the margins of the IMF/WBG 2016 Spring
Meetings to review progress made on the

In addition, successfully

economic governance reform agenda and to
agree on the roadmap towards normalization of
relations with IFls, and to discuss the timetable
leading to the arrears clearance operation.

4.4.3 Republic of the Sudan

On the margins of the IMF/WBG 2016 Spring
Meetings, the Office of the Executive Director
arranged a Round Table meeting for the Republic
of the Sudan. Hon. Badreldin Mahmoud Abbas,
the Minister of Finance and Economic Planning
and WBG Governor for Sudan, met with a select
group of Executive Directors of the WBG. The
meeting was attended by Executive Directors
representing Switzerland, the United Kingdom,
France, Guatemala, Costa Rica and El Salvador,
Saudi Arabia, Francophone African countries,
South  Africa Also
participating was the office of the Vice-President

Nigeria, and Angola.
African Region and the Director IFC, Sub-Saharan
Africa. The objective of the meeting was to
initiate a process of reengagement with the
Republic of the Sudan’s main bilateral and
and other financial

multilateral creditors,

institutions.

The Minister of Finance and Economic Planning
briefed the Executive Directors on the state of
the economy and the main challenges they face.
The meeting noted the issue of the unsustainable
external debt, estimated at USS$45 billion as at

° The “Zero Option” refers to an arrangement where all external
debts are attributable to the Republic of the Sudan alone but on
condition that it will benefit from debt relief under HIPC terms.
There is an expiration date for this agreement that has already
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end December 2015. Note was also taken of the
unrealized commitments for debt relief relating
to secession of South Sudan. Specifically,
commitments made in the context of the Zero

Option® issue remained unfulfilled.

As a follow up to this meeting, it was resolved
that another meeting with creditor institutions
would be arranged on the margins of the 2016
Annual meetings of the African Development
Bank (AfDB) in Lusaka, Zambia in May, 2016.
However, it was not possible to organize that
meeting.

4.4.4 Republic of Zimbabwe

Following the third and final review of the 15-
months SMP for Zimbabwe in December 2015,
Article IV consultations were completed by the
IMF Staff and discussed by the Board in May
2016. The IMF Board noted that the authorities
had met their commitments under the SMP
despite economic and financial difficulties. The
authorities garnered broad support for the
the Board
members, in particular their plan to clear arrears
to the IFls before the end of 2016.

reengagement strategy from

In May 2016, the AfDB convened a Roundtable
meeting on Zimbabwe on the margins of its 2016
The
to update

Annual Meetings held in Lusaka, Zambia.
purpose of the meeting was
stakeholders on progress made on Zimbabwe’s
debt arrears clearance strategy and to discuss the
modalities and timelines for this operation by the
respective institutions and map the way forward.
During this meeting the Zimbabwe authorities
furnished the IFls with the ‘term sheets’ with the
Africa Export and Import Bank (Afrexim-bank),

been extended two times. If it is not extended, or better still,
Sudan does not get debt relief, then there will be full
apportionment of debt between Sudan and South Sudan, with
more devastating consequences for South Sudan.



confirming the availability of resources to clear
both the AfDB and WBG arrears. IMF debt arrears
will be cleared using Zimbabwe’s SDR resources
already held by the Fund.

The Republic of Zimbabwe agreed with AfDB, the
IMF and WBG to clear the arrears in October
2016 by which time all the IFls would have

completed their internal processes. As per
current protocol among the IFls regarding
normalization of relations with member

countries, all arrears to the IFls have to be cleared
simultaneously. After the arrears have been
cleared, the three IFls will fund programs to help
tackle the country's economic challenges. A
Committee comprising representatives of the
three institutions and the Government of
Zimbabwe is working on the timelines and it will
guide the process leading to the completion of
the arrears clearance and normalization of
relations with the IFls.

4.5 Update on the African Caucus

4.5.1 The 2016 African Consultative Group
Meetings

Under the chairmanship of the Hon. Abdoulaye
Bio-Tchane, Chairman of the Africa Caucus,
Governor at the IMF and WBG, and State Minister
for Planning and Development of the Republic of
Benin, the African Consultative Group of
Ministers held separate meetings with the
Managing Director of the IMF, Ms. Christine
Lagarde and the President of the WBG, Dr. Jim
Kim. The meetings were held on April 17, 2016
on the margins of the 2016 IMF/WBG Spring

Meetings.

African Governors agreed with the Managing
Director that urgent fiscal adjustment was
required to safeguard macroeconomic stability

and rebuild policy buffers across the African
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region, especially in oil-exporting countries. They
also concurred with the IMF on the need to
protect priority expenditures on social services
and essential infrastructure to ensure long-term
growth. They also agreed on the central role of
the exchange rate in the adjustment process.

At the World Bank, Governors focused their
discussion with the WBG President on issues
raised in their Memorandum of 2015. These
were: (i) financing for sustainable development,
(i) illicit financial flows, (iii) investing in economic
transformation and diversification, (iv) financing
regional transformative infrastructure projects,
and (v) enhancing voice and representation at the
WBG.

The WBG President informed Governors that in
order to address the huge infrastructure deficit,
reduce extreme poverty and increase shared
prosperity, and create jobs in Africa, the WBG
IDA18
Replenishment. He however observed the risk to
the
competition for resources from the same donors,

was working towards a successful

replenishment in view of increased
in the context of static Official Development
Assistance (ODA). It was, therefore, imperative
for the WBG to come up with innovative ways of
raising capital from the market by leveraging its
own balance sheet. The WBG is working on a
strategy to raise resources for economic
diversification and transformation. These would
provide IDA countries with IBRD-type financing
The IDA18

Replenishment will be crucial in determining the

instruments. outcome  of
strength of support of the WBG to its clients in
Africa.

On climate change, the WBG President noted the
importance of mitigation and building climate
resilient infrastructure in Africa. On illicit financial
flows, the World Bank together with the IMF have
offered technical support on improving domestic



resource mobilization.

On Diversity and Inclusion, the WBG President
informed Governors that a recruitment drive was
undertaken in SSA which resulted in the hiring of
40 nationals from the region and the Caribbean
countries. He was optimistic that the Bank would
soon meet its target of 12.5 percent of staff
coming from SSA and Caribbean countries. About
19 percent (which is 7) of the Bank’s Vice
Presidents are from these regions.

4.5.2 2016 African Caucus Meeting in Benin

The 2016 African Caucus Meeting took place
during August 4-5, 2016 in Cotonou, Benin under
the theme of “Scaling up Bretton Woods
Institutions” Support to Address Shocks, Boost
Growth and Foster Economic Transformation in
Africa”. Three high-level seminars were therefore
organized to discuss the theme under the
following topics: (i) Enhancing Domestic Revenue
Mobilization in two separate sessions, (a)
Enhancing Tax Revenue and the Role of Bretton
Woods Institutions (BWI), and (b) Tackling Tax
licit
Addressing Africa’s Capacity Gaps to Accelerate

Avoidance and Financial Flows; (ii)
Transformation; and (iii) Leveraging Financing for

Climate Smart Development.

During the seminars, Governors discussed the
role of the BWI in supporting African countries
through technical assistance on a broad range of
fiscal and tax issues, and reforms in public
financial management. They called upon the
Fund and the Bank to play an advocacy role in
encouraging Organization of the Economic Co-
operation and Development (OECD) and G20
countries, as well as other tax havens, to revise
their investment treaties and tax conventions
and eliminate tax requests for tax exemptions,
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notably for profitable projects. Governors also

noted that finance remained an important
impediment to capacity development in Africa.
They the

institutions such as the Africa Capacity Building

acknowledged role of regional
Fund (ACBF) in addressing capacity gaps on the

continent.

Governors shared views and experiences on

climate finance, green energy, adaptation
measures and the development of mitigation
projects. In this discussion, the WBG presented a
paper

projects. IFC presented a paper on “IFC’s Solar

on climate-smart and green energy

Energy for Africa”, reinforcing the WBG’s strategy
on climate change.

There were informational sessions on (i) Regional
Outlook, Debt
Sustainability Framework, (iii) Update on World

Economic (i) Review of
Bank financed Transformative Projects in Africa,
and (iv) IDA-18 Replenishment.

Lessons from the seminars and information
sessions were used by Governors to update the
draft 2016 Memorandum to the heads of the
BWI. The Governors will finalize and adopt the
Memorandum on the margins of the IMF/WBG

2016 Annual Meetings.
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Annexes

Annex 1: Joint Statement by IDA Borrowers’ Representatives at the Second IDA18 Replenishment Meeting

IDA 18 Replenishment — First Meeting
Joint Statement by IDA Borrowers’ Representatives for
Sub-Saharan Africa, East Asia Pacific, Europe and Central Asia, Latin America and Caribbean,
Middle East and North Africa and South Asia
March 14-15, 2016 Nay Pyi Taw, Myanmar

1. We commend the World Bank Group (WBG) senior management and staff for the preparatory work and
quality of the proposals put forth for the IDA18 Replenishment at this second negotiations Meeting. We
also thank the Government of Myanmar for the excellent facilities and for hosting this Meeting.

Client Demand and IDA’s Response

2. The proposals aptly capture the ambitions, challenges and opportunities in the landscape for development
financing. They point to a path of development in which the impact of climate change, fragility, conflict
and violence compounded by crises and pandemics risk holding back hard earned gains. They also
underscore the economic headwinds including low commodity prices that have dampened growth
prospects even for several of the fastest growing developing economies, with cuts to infrastructure and
social expenditures that counter our efforts to uplift economic welfare. Against this backdrop, it is really
no surprise that demand for financing by IDA and transition countries is very strong particularly for
infrastructure where the financing gap remains very large. We welcome that the proposals for IDA18,
being the maiden replenishment of the SDG era, are crafted on a trajectory to match the heightened global
ambitions and commitments to scale up financing for development and meet the challenges countries
face in pursuit of the universal development aspirations.

3.  We welcome that the IDA18 proposals promise to bring forward a fundamental and historic shift in IDA’s
business model. We are pleased that a combination of partner contributions, reflows, and the leveraging
of IDA’s equity are the central pieces in the new financing framework to scale-up IDA funding while
minimizing substitution risks and ensuring IDA’s long-term financial sustainability. We welcome this
integrated approach that is expected to strengthen the spirited commitment, of both donor partners and
borrowers, to the shared responsibility and support for multilateralism in addressing the development
needs of the poor.

“Ask Scenarios” and Financing Framework

4.  We consider most of the underlying assumptions for the four demand scenarios to be reasonable. The
main drivers, namely, adjustments to the regular PBA to boost FCS support, new exceptional regimes for
FCV risk mitigation, expanded regional program including one carved out for refugees, Crisis Response
Window, transitional support and the private sector window are very important and crucial to not only
consolidate but step up developmental gains of IDA clients thus far. The scenarios present trade-offs, but
resultant sizeable increase over IDA17. Our preferred option among the four scenarios is the ‘High-2’
Scenario as it reflects a reasonable level of ambition and concessionality than the “High 1” scenario. More
importantly it offers greater financing under the Scale-Up Facility at USS$3.0 billion, compared to a low of
USS1.0 billion under the baseline — which, by our calculations, is equivalent to the average borrowing in
the sovereign market by just one of the recent IDA country issuers.

5. Notwithstanding, the proposed high scenarios of USS80 billion still fall short of the total demand across all
the regions and the different client segments for the IDA18 period. This is a clear signal of the need for IDA
partners to go the extra mile to meet this strong demand. We therefore see scope for further innovation
and ambition.

6. We expect a stronger and highly pitched replenishment and propose consideration of a “High-Scenario
that claws in more partner grant contributions, especially from new and emerging donor partners, as
befitting the challenge. Indeed, with the potential for a three-fold in comparison to previous two-fold
leveraging of partner grants, a decrease in grant contributions would send a conflicting signal of a subtle
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substitution away from the underlying core partner support of the IDA business model.

While supportive of the adjustments in the concessional and non-concessional windows including
leveraging, Concessional Partner Loans (CPLs) and related transition support, we remain concerned about
the muted role of IBRD in the proposed framework. Indeed, it would be imprudent to be overly preemptive
about the contribution of IBRD/IFC given the ongoing Forward Look discussions. Given the three year
horizon for the IDA18 implementation and in order to uphold the cooperative spirit and complementarity
within the WBG, we encourage management to inject flexibility regarding IBRD/IFC transfers in the
financing scenarios at the minimum of the IDA 17 levels.

Further, we have strongly advocated for leveraged financing to support more transformational projects
with high returns. Hence, we expect leveraged resources to also strongly support non-FCS at low or
moderate risks of debt distress. In principle, we expect that the tide must equitably rise for all categories
of IDA countries, including FCS, non-FCS and transition countries. We welcome the proposal to offer
Catastrophe Deferred Draw-Down Options (CAT-DDO) to IDA countries that are very vulnerable to natural
disasters.

Commitments and Implementation

9.

10.

11.

12.

13.

We fully support the IDA18 overarching theme “Investing in Growth, Resilience and Opportunity” and the
five special themes of “Jobs and Economic Transformation, Climate Change, Governance and Institutions,
Gender and Development, and Fragility, Conflicts and Violence”. We take note of the proposed policy
commitments across these themes and encourage more ambition on the commitments to support
absorption and effective delivery. For IDA countries to absorb the increased level of resources additional
and efficient support to expedite delivery should be in place. To this end, a carve-out for “Project
Preparation Facility” as part of the support mechanism for effective delivery is being proposed for
consideration.

On Jobs and Economic Transformation, while we welcome the strong emphasis on developing high value
chains in agribusiness, we also expect greater support to increase productivity and generate quality jobs
for the youth and women in manufacturing. Hence, scaled up support to infrastructure in energy, roads
and irrigation as well as to structural reforms particularly on labor market regulations and access to land
and property rights is required. Further, quality labor force and innovations are critical for economic
transformation and therefore a stronger IDA support to vocational training and higher education and
research in its client countries is warranted.

We welcome the inclusion of Governance and Institutions as a new special theme, which focuses on the
three dimensions of delivery, inclusion and innovation. However, we would like to emphasize that
sustainably building local capacity within governance and institutional structures of IDA’s clients must
permeate across these three dimensions. We therefore call for a close alignment between the planned
operations and the governance indicators by which IDA countries are assessed with the overall objective
of uplifting their CPIA ratings during IDA18.

We further welcome the support to the core functions of government, including on Domestic Resource
Mobilization (DRM). However, we are of the view that the targeted number of operations do not reflect
the high ambitions of the Addis Ababa Action Agenda (AAAA). There is much scope to scale up the
ambitions, particularly given the low share of Advisory Services and Analytics (ASA) portfolio on DRM, of
the recently launched Global Tax Team and the demand for assistance by IDA countries. As regards the
quest to curb lllicit Financial Flows (IFFs), IDA countries welcome ongoing work to integrate various strands
of work in this area including work on the de-risking behaviors of correspondent banks. It is our expectation
that these efforts will result in targeted operations that will assist several IDA countries set up the
appropriate institutional structures to address leakage and the loss of correspondent banking services. We
propose that policy commitments related to tax policy assessment and IFFs assessment be mainstreamed
in Systematic Country Diagnostics for all IDA countries to inform future operations and support in Country
Partnership Frameworks.

The proposals to modify the approach of the WBG in carrying its operations in Fragile and Conflict-affected
States (FCS), in particular the resolve to stay engaged and form stronger partnerships with other
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14.

15.

16.

Multilateral Development Banks (MDBs) and development partners is much appreciated and fully
supported. We also support targeted changes in the Human Resource selection process and compensation
packages. Personnel profiles and incentives for assignments in FCS need to be tailored to country
circumstances and take into account differences and degrees of bank interventions. We support increasing
the poverty orientation of the Performance-Based Allocation (PBA) formula and the doubling of support
to FCS. We also welcome the proposed exceptional allocations to mitigate Fragility Conflict Violence (FCV)
risks, recognizing that some countries require early and continuous engagement as they are at a higher
risk of falling in a “fragility trap”. However, we consider that the eligibility criteria requiring a stable
macroeconomic framework could bring the WBG back to the status quo of no engagement until the
situation has already deteriorated to levels that threaten already hard-won gains and sustainable exits out
of fragility. We also expect that eligibility under IDA18 should not be restricted to an initial list of
countries but open throughout the replenishment period to support countries as they qualify. This should
also be the case for the Turn-Around Regime.

We welcome and support the gender policy commitments under IDA18 and the emphasis on strengthening
country-driven approach and improving country-level diagnostics and policy dialogue. Addressing the
gender gap will require a one WBG’s approach and strengthening the linkages between knowledge
products and operations. We urge the WBG to further strengthen its support for women’s financial
inclusion and access to quality social services, economic opportunities and quality jobs, as well as, improve
gender-disaggregated data beyond the number of countries targeted in the proposal. We would also like
to call for more attention to be given to forcibly displaced women and women in post-conflict situations.
We recognize that the creation of Private Sector Window (PSW) provides a unique opportunity to leverage
the strengths of the WBG institutions to increase impact in IDA and FCS countries by removing binding
constraints and challenges to investments in these countries. The focus of this facility on domestic private
sector in particular and on ‘attracting responsible foreign investors’ is apt. We strongly encourage IFC and
MIGA to foster partnership of any identified foreign investors with credible local partners to help with
knowledge and skills transfer, while also helping to build the capacity of local partners. With respect to
governance, we look forward to the proposed framework agreements that will govern transaction level
reviews by IDA, IFC and MIGA separately. We also encourage the WGB to develop a results framework to
measure progress under the PSW at IDA18 MTR and beyond. Meanwhile, we urge that institutional
reviews under the PSW are not unduly prolonged to avoid delay in project delivery overall.

With these remarks, we look forward to a constructive exchange in Myanmar that would form a solid basis
for robust IDA18 Replenishment at the end of 2016.
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Annex 2: Development Committee Member Statement — April 2016

93 Meeting of the Development Committee
World Bank Group/IMF Annual Meetings
April 16, 2016
Washington, D.C.

Honorable Matia Kasaija, Minister of Finance, Planning and Economic
Development, Republic of Uganda

1. Introduction

Sub-Saharan Africa (SSA) countries continued to make strides to sustain the progress made on promoting macroeconomic
stability, in particular, and the economic and social development achievements, in general. The achievements were
possible mainly due to an improved policy environment as well as to lower frequency of conflicts in the region.

However, the region faces several challenges and experienced lower economic growth rates in the second half of 2015,
compared to the same period in 2014. The main challenges were: the fall in the prices of oil and other major commodities
and the impact of climate change and other disasters. Some of our countries, especially those in the Eastern and Southern
African regions, have been ravaged by El Nino-induced droughts and floods over the last few years. This has resulted in
food insecurity and to the displacement of people. Economies reliant on extractives felt the brunt of the economic
downturn which have resulted in huge drawdowns from their foreign currency reserves. Other challenges which are
exacerbating the situation include, depreciating currencies against the US dollar; low employment opportunities for the
youth; and internal conflicts in some of our countries, which have created refugee crises and internal displacements of
people. We cannot overemphasize tackling these challenges and we continue to remain fully committed to this
imperative.

These internal and external factors pose a serious threat in terms of eroding the gains made in economic growth and
poverty reduction. Accordingly, strong partnerships with development partners to attract the much needed investment
remain more than ever critical in addressing these challenges, as well as to regain the momentum on growth and poverty
reduction.

2. Forced Displacement and Development

We welcome the paper entitled “Forced Displacement and Development” and note its forward looking perspective in the
global effort to address the inherent challenges associated with the forced displacement of people. Indeed, forced
displacement generates multifaceted challenges, exacerbated by compelling and competing development demands. It
also weakens the drivers of global economic growth, increases the risks of regional instability and threatens the
achievement of national development aspirations, in terms of the Sustainable Development Goals (SDGs), as well as the
World Bank Group (WBG) twin goals.

We, therefore, encourage the WBG to apply its comparative advantage and adopt a coherent, and holistic approach to
address the challenges of forced displacement that builds on an understanding of the humanitarian-development nexus
and the consolidation of effective partnership. The approach needs to include a multi-year horizon, along with flexibility
and innovative pragmatism to deal with the constraining limitations embedded in some aspects of the WBG’s existing
operating model and policies that unfairly leave out some countries from WBG’s support. A case in point is Somalia, which
due to the WBG’s non-accrual policy is excluded from available regional IDA-funded initiatives, in the face of its protracted
crisis of forced displacement. While we commend the WBG for its response to the forced displacement crisis in Africa
and elsewhere, we believe that the situation calls for more coordinated effort with other development partners and
international agencies. We, therefore, welcome the focus on prevention and preparedness, beyond the initiative of
immediate response to the challenges of forced displacement. That notwithstanding, from a forward looking perspective,
we encourage the Bank to enhance its efforts to help countries mitigate fragility risks through country-level engagement,
building on fragility risk assessments feeding effectively through to Strategic Country Diagnostics (SCDs) and Country
Partnership Frameworks (CPFs).

3. Progress Report on Mainstreaming Disaster Risk Management in the World Bank Group Operations

The world is currently experiencing one of the harshest El Nino effects ever recorded and it is already causing many
weather-related disasters, such as floods and droughts. The Eastern and Southern African countries, such as Ethiopia
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Malawi, Mozambique and Zimbabwe, have been enduring severe droughts and floods leading to displacement of people
and loss of livestock and crops, with the potential of undermining the efforts and achievements the countries have made
in economic growth and development. In this regard, we recognize and appreciate the WBG efforts to mainstream the
Disaster Risk Management (DRM) in its operations since 2012. We also note the ongoing efforts to integrate disaster and
climate risk across the Bank’s various instruments and in its engagements with client countries. In view of the high demand
for DRM support worldwide, we encourage the Bank to come up with innovative instruments aimed at increasing the
available resources to meet the demand. Most importantly, we call for urgent and scaled up comprehensive support to
African countries and others that have been hit hard by the El Nino, in their efforts to mitigate the effects and to making
their economies more resilient.

The effect of climate change in general, is undermining Africa’s ability to attain its development aspirations. In this regard,
we welcome the adoption of the Paris Agreement on Climate Change and reaffirm our commitment to a transition to a
low-carbon development pathway. At the same time, we call on development partners for strengthened support to help
our countries stay on course in this regard.

4. The 2015 Shareholding Review: An Interim Report on the Dynamic Formula

We welcome the Interim Progress Report on the Dynamic Formula, as part of the 2015 Shareholding Review. We are
pleased to note that progress has been made on reaching some consensus on the core variables of the formula, notably
GDP and IDA contributions. We also note the ongoing efforts to reach a consensus on an appropriate blend between
Market Exchange Rates (MER) and Purchasing Power Parity (PPP) to be applied to GDP, and the period over which to
smooth out any short term fluctuations. While we agree on the importance of IDA contributions in the Dynamic Formula,
we urge the Bank to explore the impact of variables such as historical contributions vis-a-vis current and future
contributions, in order to recognize and appropriately incentivize contributors. Most importantly, we want to see a
simplified, robust dynamic formula that will help in the achievement of a reasonably equitable balance of voting power.
In the same vein, we reiterate our call for ensuring the ring-fencing of the shareholdings of small and poor member
countries, in line with the collective commitment made by Governors during the 2009 Annual Meetings in Istanbul,
Turkey.

5. Other Recurring Development Issues

a. Debt Relief: We welcome the progress made by the WBG on the re-engagement with the Republic of Zimbabwe,
including the strides made towards the clearance of its arrears. However, we remain concerned with the lack of progress
in helping the Federal Republic of Somalia, Republic of the Sudan, and the State of Eritrea to benefit from the debt relief
initiatives. We, therefore, reiterate our call on the WBG to take the lead in rallying development partners to provide debt
relief for these countries, including the use of the arrears clearance provisions in the IDA 17 cycle. In the spirit of not
leaving countries behind in the post-2015 era, we call upon the international community to support these countries and
agree with the WBG for a time-bound action plan to clear their arrears.

b. Diversity and Inclusion: We commend WBG Management for the efforts aimed at improving diversity including the
recent appointment and recruitment drive in Africa. That notwithstanding, we call upon Management to continue
working towards meeting the targets on Africans among the technical and managerial levels across all the WBG entities.
We look forward to further progress in identifying and recruiting qualified Africans through the ongoing exercise to fill
vacancies in the Senior Management Team.

¢. Update on the Pandemic Emergency Facility (PEF): We call upon the WBG to fast-track the establishment of the Pandemic
Emergency Facility (PEF), in view of the strong relationship between poverty and vulnerability to shocks including
pandemics, which threaten gains made and deter progress on poverty eradication. Further, the humanitarian crises
arising from conflicts and natural disasters, and the resurgence of diseases such as the Zika virus heighten the need for
this facility.

d. lllicit Financial Flows (IFF): We take note of the upcoming WBG position paper on IFF. In the context of the targets on
SDG 16, which in part aim to reduce flows of illicit financial resources and strengthen recovery and return of stolen assets,
we urge the WBG to step up support to ‘track, stop and get IFF” and to leverage the Stolen Assets Recovery (StAR) initiative
to strengthen national legal and institutional frameworks. We also urge the WBG to use its convening power to advance
the global discussion on IFF and galvanize partnerships since IFF is a cross-border problem, which requires concerted and
collaborative efforts at the international level. In the same vein, we call on the WBG to promote South-South knowledge
exchange and help countries to strengthen their technical and institutional capacities.
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e. Support to Small Island Developing States (SIDS): We note the proposed pilot projects under the Small Islands States
Resilience Initiative (SISRI) and look forward to the speedy implementation, and to more projects including technical
assistance, aimed at mitigating climate change. We welcome Management’s undertaking to review the eligibility policy
and criteria for countries to access development funds for reconstruction and recovery. We also urge the WBG to
continue raising the profile of the SIDS in international debates on accessing the new global funds for climate change
adaptation.

f. Support to Africa’s Middle Income Countries (MICs): We regret the delay by the WBG to articulate an appropriate strategy
tailored to the needs of the Middle Income Countries (MICs) of SSA, which despite their attainment of middle-income
status, remain home to significant poverty and inequality. We note the WBG initiatives to blend grant resources and IBRD
lending for MICs in the Middle East, in response to the refugee crisis and urge Management to design similar but specific
instruments for SSA MICs. More generally, we urge the Bank to respond to our repeated calls for a strategy tailored to
the needs of MICs in Africa; and, we remain hopeful that this will be delivered by our next meeting in the Fall of 2016.

g. Review of the WBG’s Environmental and Social Safeguards Framework (ESSF): We commend the WBG for the
commitment and ongoing efforts in carrying out a comprehensive review of its environmental and social safeguard
policies through a broad-based consultation. We also welcome the recent consultations made with stakeholders,
including the Governments in a number of the African countries. We believe the consultations have provided additional
wisdom that reinforce our concerns related to some aspects of the provisions of the proposed policy Framework, among
others, those related to the “Indigenous Peoples’ policy (ESS7), which are contravening the Constitutions and the values
of our countries. We, therefore, reiterate our call on the WBG to be receptive to the views and suggestions provided by
stakeholders during the consultations and utilize the inputs to formulate a policy that would help streamline the Bank’s
internal processes and enhance its doing business with client countries.

h. Support for Regional Integration: \We recognize that regional trade will help mitigate the impact of macroeconomic
shocks that result from falling demand for exports from our region to traditional markets. It also remains a major factor
in attracting investment into the region. We, therefore, call on the Bank to enhance its support to the promotion of
regional integration as a way to expand markets for goods produced in the region.

6. Conclusion

African countries have continued to dedicate their efforts to uphold the development achievements made so far.
However, the region still faces challenges but has also opportunities to sustain strong growth. The challenges of lower oil
and other commodity prices, uncertain global conditions, and the weather-induced shocks continue to stand in the way
of Africa’s growth momentum. The opportunities include increasing domestic demand, driven mainly by the rising middle
class; increasing public investment, especially in infrastructure; and improving regional business environment and
macroeconomic management. Accordingly, our countries are managing vulnerabilities and rebuilding resilience against
shocks, while still not losing the policy focus at eradicating poverty and promoting shared prosperity. We remain
committed to stay the course on implementing policies necessary to achieve structural transformation through
industrialization. This strategy will help to transform our economies from their dependency on the production and export
of primary commaodities, with virtually no value-added. We consider this transformation vital to meeting the Sustainable
Development Goals (SDGs). Likewise, we reiterate our call on the WBG to sharpen its focus on maximizing innovative
financing mechanisms, including support to our efforts on domestic resource mobilization, and effective coordination
with other development partners in order to help our countries realize economic transformation and build the required
resilience to shocks.
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Annex 3: Development Committee Communiqué — April 2016

DEVELOPMENT COMMITTEE

JOINT MINISTERIAL COMMITTEE
OF THE
BOARDS OF GOVERNORS OF THE BANK AND THE FUND
ON THE
TRANSFER OF REAL RESOURCES TO DEVELOPING COUNTRIES

Washington, DC, April 16, 2016

1. The Development Committee met today, April 16, 2016 in Washington, D.C.

2. Global growth continues to disappoint in 2016. Substantial downside risks to growth remain, including weak demand,
tighter financial markets, softening trade, persistently low oil and commodity prices, and volatile capital flows. We call on
the World Bank Group (WBG) and the International Monetary Fund (IMF), within their respective mandates, to monitor
these risks and vulnerabilities closely, and update the Debt Sustainability Framework for Low-Income Countries. We also
call on them to provide policy advice and financial support for sustained, inclusive and diversified growth and resilience.

3. We are encouraged by progress on the Forward Look exercise on the medium to long term future of the WBG, which
aims to ensure that the Group remains a strong global development institution in an evolving development landscape;
and we expect a final report by the Annual Meetings. The Board and management shall develop proposals to ensure that
the WBG remains responsive to the diverse needs of all its clients; leads on global issues and knowledge; makes the
“billions to trillions” agenda a reality; partners effectively with the private sector; becomes a more effective and agile
development partner; and adapts its business model accordingly. The Board and management should continue to
consider ways to strengthen the financial position of the WBG institutions, including by optimizing the use of their existing
resources, so that they are adequately resourced to accomplish the Group’s mission.

4. Fragility and conflict have displaced millions of people, significantly impacting both origin and host countries. We look
forward to WBG and IMF action in this area, within their respective mandates and in partnership with humanitarian and
other actors, to mitigate the vulnerabilities of forcibly displaced persons, to help host communities manage shocks, and
to tackle the root causes of forced displacement. We urge the international community to take action in supporting these
vulnerable populations who largely live below the poverty line. We recognize the sacrifices and generosity of host
countries and the lack of adequate instruments to support them. We welcome Islamic Development Bank, UN and WBG
efforts to develop the financing facility for the Middle East and North Africa and donor commitments to this initiative. We
ask the WBG to explore options to develop a long term global crisis response platform. We look forward to the upcoming
first World Humanitarian Summit and the Summit on Refugees at the UN General Assembly.

5. IDA remains the most important source of concessional financing for the poorest countries. We advocate for a strong
IDA 18 replenishment with the support of traditional and new donors that ensures continued focus on the poorest
countries. We look forward to a concrete and ambitious proposal on IDA leveraging options in the context of the
replenishment.

6. In 2016, we begin the task of implementing in earnest the challenging program we committed to in the 2030
Development Agenda. In line with their comparative advantage, the IMF, MDBs, UN and WBG should partner to support
developing countries’ efforts to meet the SDGs, while adjusting to a slower growth environment and reduced private
capital flows. We support collaboration among MDBs on developing high quality financing for sustainable and growth-
oriented infrastructure investments. The WBG and IMF should also step up efforts to implement the Addis Ababa Action
Agenda on Financing for Development, in particular, crowding in the private sector and boosting domestic resource
mobilization, including by tackling illicit financial flows.

7. The private sector is critical to achieve our ambitious development objectives. Inclusive job creation is central to shared
prosperity. We encourage all WBG institutions to work together in support of this agenda. In particular, we call on IFC
and MIGA to do more to catalyze sustainable economic growth, including by mobilizing funds and providing guarantees
in the most challenging environments, and to small and medium enterprises. We also urge IFC, IBRD and IDA to help
countries undertake reforms and invest in the quality infrastructure needed to establish business environments that
support private investment and local entrepreneurs.
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8. Achieving gender equality is central to the 2030 Agenda for Sustainable Development. We welcome the WBG's recent
adoption of the renewed gender strategy and look forward to its effective implementation.

9. The WBG should continue to deliver evidence-based development solutions at the country, regional, and global levels,
including through improved country data systems, and South-South cooperation both in low- and middle-income
countries. We urge the WBG and IMF to become more effective in fragile and conflict situations, through strengthened
operational capacity in affected countries, better-tailored capacity development activities, incentives and enhanced
security for staff, and innovative financing and resourcing.

10. We stress the need to strengthen country institutions and health systems, including enhancement of pandemic
prevention and preparedness, in close collaboration with the World Health Organization and other stakeholders. We urge
the WBG to finish the preparatory work on the Pandemic Emergency Facility as soon as possible and foster a new market
for pandemic risk management insurance.

11. We applaud the historic Paris Agreement, which set the stage for ambitious climate action for all stakeholders. The
WBG’s recent Climate Change Action Plan sets out its commitment to help operationalize, based on client demand,
climate-smart policies and projects as well as to scale up technical and financial support for climate change mitigation
and adaptation, consistent with UNFCCC. Small states, the poor and the vulnerable are among the most exposed to the
negative impacts of climate change and natural disasters and we urge the WBG and IMF to continue to step up their
support to build resilience in these countries.

12. We welcome the Progress Report on Mainstreaming Disaster Risk Management. We call on the WBG to implement
actions and policies using the principles of prevention and preparedness and to continue to build capacity for disaster
response guided by the Sendai Framework for Disaster Risk Reduction, in particular, in Small Island Developing States.
We look forward to an update on the Progress Report in two years.

13. We encourage management and the Board to finalize the modernization of the World Bank’s Environmental and
Social Framework by August 2016.

14. We welcome the interim report on the Dynamic Formula and stress the need for the planned further work aiming to
reach an agreement by the 2016 Annual Meetings in line with the Shareholding Review principles and the Roadmap
agreed in Lima.

15. The next meeting of the Development Committee is scheduled for October 8, 2016.
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Annex 4: Rotation Schedules for the Constituency Chairmanship

FIRST ROUND 2010 - 2052

YEAR CHAIRPERSON VICE CHAIRPERSON
2010 BOTSWANA BURUNDI
2012 BURUNDI ERITREA*
2014 ERITREA ETHIOPIA
2016 ETHIOPIA GAMBIA, THE
2018 GAMBIA, THE KENYA

2020 KENYA LESOTHO
2022 LESOTHO LIBERIA

2024 LIBERIA MALAWI

2026 MALAWI MOZAMBIQUE
2028 MOZAMBIQUE NAMIBIA
2030 NAMIBIA RWANDA
2032 RWANDA SEYCHELLES
2034 SEYCHELLES SIERRA LEONE
2036 SIERRA LEONE SOMALIA
2038 SOMALIA SOUTH SUDAN
2040 SOUTH SUDAN SUDAN

2042 SUDAN SWAZILAND
2044 SWAZILAND TANZANIA
2046 TANZANIA UGANDA
2048 UGANDA ZAMBIA

2050 ZAMBIA ZIMBABWE
2052 ZIMBABWE BOTSWANA

NOTES:

1. Every country is given a turn for Chairmanship in alphabetical order from A to Z

2. Avoids duplication with IMF Rotation - Governors not serving on the IMF constituency Panel are given preference

*Since Eritrea elected to pass their turn as Vice Chair of the Constituency in 2012-2014, Ethiopia was advanced in its place.
Accordingly, the Chair and Vice Chair advance a period up beginning 2014.
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YEAR

2010
2012
2014
2016
2018
2020
2022
2024
2026
2028
2030
2032
2034
2036
2038
2040
2042
2044
2046
2048
2050
2052

NOTES:
1. Every country is given a turn for Chairmanship in alphabetical order from A to Z

CHAIRPERSON

BOTSWANA
BURUNDI
ERITREA*
ETHIOPIA
GAMBIA, THE
KENYA
LESOTHO
LIBERIA
MALAW/|
MOZAMBIQUE
NAMIBIA
RWANDA
SEYCHELLES
SIERRA LEONE
SOMALIA
SOUTH SUDAN
SUDAN
SWAZILAND
TANZANIA
UGANDA
ZAMBIA
ZIMBABWE

Annex 5: Rotation Schedule for the Constituency Panel

BURUNDI
ERITREA
ETHIOPIA
GAMBIA, THE
KENYA
LESOTHO
LIBERIA
MALAWI
MOZAMBIQUE
NAMIBIA
RWANDA
SEYCHELLES
SIERRA LEONE
SOMALIA
SOUTH SUDAN
SUDAN
SWAZILAND
TANZANIA
UGANDA
ZAMBIA
ZIMBABWE
BOTSWANA

FIRST ROUND 2010 — 2052
VICE CHAIRPERSON

OTHER PANEL MEMBERS
SEYCHELLES KENYA
RWANDA SWAZILAND
LESOTHO ZAMBIA
NAMIBIA ZIMBABWE
MOZAMBIQUE MALAWI
SWAZILAND BOTSWANA
RWANDA BURUNDI
MOZAMBIQUE ETHIOPIA
GAMBIA, THE UGANDA
ETHIOPIA SOMALIA
BOTSWANA SOUTH SUDAN
LESOTHO UGANDA
SUDAN ZIMBABWE
KENYA BOTSWANA
SWAZILAND ZAMBIA
LIBERIA MALAWI
SOMALIA SIERRA LEONE
UGANDA ERITREA
ZAMBIA SEYCHELLES
ZIMBABWE KENYA
UGANDA BURUNDI
LIBERIA SUDAN

SIERRA LEONE
LIBERIA
SOUTH SUDAN
SUDAN
TANZANIA
ETHIOPIA
SOUTH SUDAN
ZAMBIA
KENYA
ERITREA
LIBERIA
TANZANIA
LIBERIA
MALAWI
BOTSWANA
BURUNDI
LESOTHO
NAMIBIA
BOTSWANA
GAMBIA, THE
LIBERIA
RWANDA

2. Avoids duplication with IMF Rotation - Governors not serving on the IMF constituency Panel are given preference
3. Other panel members reflects regional balance (East, South and West)
4. Schedule revised to include South Sudan following the country’s membership to the Constituency in October 2012

*Since Eritrea elected to pass their turn as Vice Chair of the Constituency in 2012-2014, Ethiopia was advanced in its place.

Accordingly, the Chair and Vice Chair advance a period up beginning 2014.
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Annex 6:

YEAR

2010
2012
2014
2016
2018
2020
2022
2024
2026
2028
2030
2032
2034
2036
2038
2040
2042
2044
2046
2048
2050
2052

NOTES:

1. Avoids duplication with the other Panel membership

Rotation Schedule for Constituency Representation on the Development Committee

DC REPRESENTATIVE

ZIMBABWE
ZAMBIA
UGANDA
TANZANIA
SWAZILAND
SOUTH SUDAN
SUDAN
SOMALIA
SIERRA LEONE
SEYCHELLES
RWANDA
NAMIBIA
MALAWI
MOZAMBIQUE
LIBERIA
LESOTHO
KENYA
GAMBIA, THE
ETHIOPIA
BURUNDI
ERITREA
BOTSWANA

FIRST ROUND 2010 -2052

ALTERNATE

ZAMBIA
UGANDA
TANZANIA
SWAZILAND
SOUTH SUDAN
SUDAN
SOMALIA
SIERRA LEONE
SEYCHELLES
RWANDA
NAMIBIA
MALAWI
MOZAMBIQUE
LIBERIA
LESOTHO
KENYA
GAMBIA, THE
ETHIOPIA
BURUNDI
ERITREA
BOTSWANA
GAMBIA, THE

ASSOCIATES

TANZANIA
GAMBIA, THE
NAMIBIA
LESOTHO
SIERRA LEONE
NAMIBIA
KENYA
ZIMBABWE
SWAZILAND
SUDAN
KENYA
BURUNDI
TANZANIA
LESOTHO
GAMBIA, THE
MOZAMBIQUE
BOTSWANA
ZAMBIA
SIERRA LEONE
LIBERIA
KENYA
SIERRA LEONE

ERITREA
MALAWI
MOZAMBIQUE
RWANDA
SOMALIA
ZIMBABWE
ZAMBIA
LESOTHO
ETHIOPIA
TANZANIA
SUDAN
KENYA
GAMBIA
ZAMBIA
MALAWI
ZAMBIA
NAMIBIA
ZIMBABWE
LIBERIA
SOMALIA
SIERRALEONE
KENYA

RWANDA
LESOTHO
ZIMBABWE
BURUNDI
LESOTHO
GAMBIA, THE
SWAZILAND
NAMIBIA
BOTSWANA
ZIMBABWE
ZAMBIA
SIERRALEONE
ETHIOPIA
ERITREA
NAMIBIA
ZIMBABWE
ETHIOPIA
LIBERIA
LESOTHO
SWAZILAND
SEYCHELLES
ETHIOPIA

GAMBIA, THE
KENYA

SIERRA LEONE
LIBERIA
UGANDA
BURUNDI
SIERRA LEONE
GAMBIA, THE
TANZANIA
SWAZILAND
SIERRA LEONE
SOUTH SUDAN
BURUNDI
SEYCHELLES
RWANDA
UGANDA
RWANDA
MALAWI
SOUTH SUDAN
NAMIBIA
RWANDA
MOZAMBIQUE

2. DC Representative and Alternate Members accorded opportunity in descending alphabetical order (Z to A)

3. Associate Members are selected on basis of providing regional balance

4. Schedule revised to include South Sudan following the Country’s membership to the Constituency in October 2012
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Annex 7: Rotation Schedule for Executive Director and Alternate Executive Director

Year Executive Director
2010 SUDAN

2012 ZAMBIA

2014  SEYCHELLES
2016 ZIMBABWE
2018 BOTSWANA*
2020 UGANDA
2022 BURUNDI
2024 TANZANIA
2026  ERITREA

2028 SWAZILAND
2030 ETHIOPIA
2032 SOUTH SUDAN
2034 SOMALIA
2036 GAMBIA, THE
2038 SIERRA LEONE
2040 KENYA

2042 RWANDA
2044  NAMIBIA
2046 LESOTHO
2048 MOZAMBIQUE

Sudan and Zambia accorded special dispensation to serve their turn under rotation system of the erstwhile
Seychelles which has never served the Constituency as Executive Director is accorded special dispensation on

The rest of the countries follow an Alphabetical rotation alternating between Z and A until the first round is

FIRST ROUND 2010 - 2052

Alternate ED
ZAMBIA
SEYCHELLES
ZIMBABWE
BOTSWANA*
UGANDA
BURUNDI
TANZANIA
ERITREA
SWAZILAND
ETHIOPIA
SOUTH SUDAN
SOMALIA
GAMBIA, THE
SIERRA LEONE
KENYA
RWANDA
NAMIBIA
LESOTHO
MOZAMBIQUE
LIBERIA
MALAWI

completed, taking into account South Sudan’s membership of the Constituency in October 2012

This schedule proposed with a view to avoid duplication with IMF Rotation for EDs and AEDs
* Botswana and Uganda agreed to switch turns for AED and ED for 2016-2018.

2050 LIBERIA
2052 MALAWI
NOTES:
1.
Africa Group | Constituency
2.
the rotation system
3.
4,
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Executive Director and Alternate Executive Director

Mr. Louis Rene Peter Larose
Executive Director
SEYCHELLES

Mr. Andrew Ndaamunhu Bvumbe
Alternate Executive Director
ZIMBABWE
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Senior i o Executive Direct

P

Felleke Mammo Anthony Barclay Wilson T. Banda
Senior Advisor Senior Advisor Senior Advisor
Ethiopia Liberia Malawi
Chris Hoveka Sheku Bangura Solome Lumala
Senior Advisor Senior Advisor Senior Advisor
Namibia Sierra Leone Uganda

Advisors to Executive Director

s

Dismas Baransaka Antonio Fernando Edouard Ngirente
Advisor Advisor Advisor
Burundi Mozambique Rwanda
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Chola Milambo
Advisor Advisor
Zambia Zimbabwe

Wubalech Mekonnen Mohammed Ahmed Lozi Sapele
Senior Executive Assistant Program Assistant Program Assistant
Ethiopia Sudan Zambia
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