THE WORLD BANK GROUP ARCHIVES

PUBLIC DISCLOSURE AUTHORIZED

Folder Title: Contacts with member countries: African Development Bank - Correspondence 01

Folder ID: 1770930

ISAD(G) Reference Code: WB IBRD/IDA 03 EXC-10-4549S
Series: Contacts - Member Countries files

Sub-Fonds: Records of President Robert S. McNamara

Fonds: Records of the Office of the President

Digitized: March 15, 2013

To cite materials from this archival folder, please follow the following format:
[Descriptive name of item], [Folder Title], Folder ID [Folder ID], ISAD(G) Reference Code [Reference Code],
[Each Level Label as applicable], World Bank Group Archives, Washington, D.C., United States.

The records in this folder were created or received by The World Bank in the course of its business.
The records that were created by the staff of The World Bank are subject to the Bank’s copyright.

Please refer to http://www.worldbank.org/terms-of-use-earchives for full copyright terms of use and
disclaimers.

s E‘t}

yuEy

LE!-!'.P'._J
THE WORLD BANK
Washington, D.C.

© 2012 International Bank for Reconstruction and Development / International Development Association or
The World Bank

1818 H Street NW

Washington DC 20433

Telephone: 202-473-1000

Internet: www.worldbank.org

PUBLIC DISCLOSURE AUTHORIZED









10/2/68

1. 2/11/69
(Abidjan)

2. 6/2/69

2/22/70
(Montebello
Conf.)

3. 9/19/70
(Copen.)

4. 1/27/711

12/3/71

3/12/74

5. 3/12/74

1/6-10/76
(Dev.Cte.,
Kingston)

6. 10/7/76
7. 9/25/77

8. 9/28/78
Annual
Meeting

9. 10/3/80
Annual
Meeting

AFRICAN DEVELOPMENT BANK

Mamoun Beheiry, President

Messrs. Aziz Alamoody and Vincent
Mr. Oxuso, Director of Finance
Mr. Matovu, in charge of operations

Mamoun Beheiry, President
Robert L. Gardiner, Secretary-General, UN Economic Commission for Africa

Aziz Alamoody, Vice President

Mr. Abdel Wahab Labidi, President

S.C. Hsieh, Director, Projects Department (Meeting of Consultative
Group on International &gricultural Research)

Lunch at IDB: Abdelwahab Labidi, President
: I. E: Ebong, Assistant to the President
M. Sakkaf, Director of Operations
0. A. Ali, Deputy Director of Finance
R. S. Griffiths, Secretary of the Delegation

Abdelwahab Labidi, President
Abdelwahab Labidi, President

Kwame D. Fordwor, President
Kwame D. Fordwor, President

Kwame D. Fordwor, President

Mr. Mung'Omba, President

Mr. N'Diaye, Director of Finance,

Mr. Sangowawa, Deputy Director of Operations
Mr. Gedamu, Director of Policy and Planning
Mr Abdel Aty, Ex.Director (Egypt)

Mr Vencatachellum, Ex.Director (Mauritius)
Mr. Etsi (Togo)






% //t/l/ 1V V[Zf ‘U"f/ / 1ﬂjf’, /‘(u‘

FoRrm No. 57 INTERNATIONAC BEVELOPMENT I TNTERNAT IONAL BANK INTERNATIONAL FINANCE
ASSOCIATION R CO%?T CTION AND DEVELOPMENT CORPORAT I ON
OFFICE MEMORANDUM
A {
TO: Files DATE: February 27, 1969

FROM! Franz Lutolf

SUBJECT: wp, McNamara's Visit to the African Development Bank

Mr. McNamara, accompanied by Messrs. Chaufournier and Lutolf,
visited ADB on February 11, 1969. In the absence of Mr. Beheiry, who was in
the Sudan, Mr. McNamara was received by Messrs. Alamoody and Vincent, Vice-
Presidents; Mr. Owuso, Director of Finance; and Mr. Matowvu, in charge of
operations.

The following main points were discussed:

1. ADB at the moment has $55 million of funds available for lending.
Six projects are being financed, including two studies. The loans made for
the four development projects total just over $5 million. Some ten projects
are under active preparation. The interest rate charged by ADB is 5 3/L % to
which have to be added a statutory charge and a commitment charge, resulting
in an effective lending rate of about 6 1/2 %.

2. It is ADB's intenftion to commit about one third of its resources,
i.e. about $20 million, by the end of 1969. This figure could be increased
to $30 million if those member countries which are in arrears with their cap-
ital subscription (particularly the United Arab Republic) met their obliga-
tions. K The ADB representatives emphasized that the arrears were not due to
the members'! lukewarm attitude towards ADB but rather to their financial

and balance of payments difficulties.

3. ADB will probably try to borrow in the international capital markets.
However, the management feels that such a move would be premature at this
stage and should only be attempted after more sound development projects have
been financed. ADB glso-wants-to-be absolutely certain that the first bond
issue will meet with full success. The ADB representatives felt that this was
crucial for later issues given the fact that only African guarantees stood
behind ADB.

L. The shortage of good projects is one factor which stands in the way
of a more substantial ADB lending program but more important is the Bank's
scarce expertise for project identification and preparation. The establish-
ment of the Pre-Investment Unit some time ago - 15 experts financed jointly
by the UNDP and ADB - will help. In addition, ADB is receiving assistance
in the form of technical experts from USAID, Canada, the Netherlands (one
expert each) and is negotiating with Belgium. Under an FAQ/ADB agreement,
FAO undertook to second two senlor officers to ADB for varying periods of
time (one has arrived). An agreement signed with UNESCO provides for simi-
lar assistance upon request from ADB.

President has seen .



5. ADB's total staff numbers about 130. ADB continues its efforts to

- recruit additional astaff. At this point, Mr. McNamara referred to two ex-
perts who had previously worked for ADB and subsequently applied for Jobs
with IBRD. He assured the representatives of ADB that IBRD had no intention
to lure people away from ADB; a memo explaining the facts about the two cases
would be given to ADB (this was done after Mr. McNamara's departure).

6. Mr. Alamoody then mentioned the proposed African Development Fund
(ADF), ADB's soft-lending arm. He said the United States had offered to con-
tribute $20 million per year over three years provided the US contribution
would not exceed 0% of the Fund's total resources. The $60 million would

be tied to US supplies. An untied offer of $2.lL million equivalent had been
received from the United Kingdom. The Nordic countries had also responded
positively and were expected to contribute 10% of the funds to be made avail-
able by other sources each year for three years. The Netherlands had offered
$3 million equivalent and Canada was also considering making an offer. TFrance
and Germany so far had merely expressed an interest. The ADB representatives
went on to say that they would now try to encourage individual contributors
to make funds available immediately rather than wait for all other potential
donors to act.

7. . ADB intends to operate ADF much along IDA lines: insistence on sound,
revenue-earning projects which can absorb loans on conventional terms, but
extending credits for such projects to member countries on soft terms.

"

cc. Messrs. McNemara, Knapp, Aldewereld, Friedman, Demuth, Chaufournier,
El Imary, Lejeune, Clark

Flutolf:mh






MEMORANDUM FOR THE RECORD June 4, 1969

Mr. McNamara's Meeting with Messrs. Shoaib, Mamoun Beheiry, President of the African
Development Bank, and Robert K.A. Gardiner, Executive Secretary of ECA, June 2, 1969

Mr. McNamara welcomed Messrs. Beheiry and Gardiner to the Bank and asked
about the lending program of the African Development Bank. In response Mr. Beheiry
explained that total commitments amounted to about $10 million and were expected to
go up to a total of $30 million by the beginning of next year. Mr. Beheiry added
that the rate of commitment had to be slowed down because of the uncertain prospects
of replenishing ADB funds and the competition in Africa for good projects among
bilateral and international (excluding the World Bank) aid givers. Referring to
the latter argument, Mr. McNamara pointed out that he would be happy to turn over
to ADB for financing as many projects as ADB could effectively handle. Messrs.

Beheiry and Gardiner concurred with Mr. McNamara's evaluation that Africa could
effectively absorb more capital.

Turning to another subject, Mr. McNamara asked whether ADB was getting
sufficient cooperation from the World Bank. Mr. Beheiry replied that cooperation
between ADB and IBRD had much improved, although he could not say he was always
getting every cooperation he wished. When Mr. McNamara asked Mr. Beheiry for par-
ticular suggestions to further improve relations between the two organizations, Mr.

Beheiry did not comment other than to say that he was ''quite happy the way things
were going."

After a short pause, Mr. McNamara explained that the World Bank had sub-
stantially expanded its operations in Africa and made appropriate organizational
changes. As a result lending to Africa had gone up very rapidly this year and was
expected to continue to increase. Mr. Beheiry felt this was a very encouraging
sign indeed. Mr. McNamara also emphasized increased Bank Group lending for educa-
tion and agriculture and both Messrs. Beheiry and Gardiner agreed with the impor-
tance of education. They also agreed that it was difficult to determine the types
of education needed particularly in Africa. Mr. Beheiry pointed to the dangers of
white-collar unemployment which was spreading rapidly all over Africa. To give an

example, a country like Sudan had exported 750 teachers to Saudi Arabia and another
500 teachers to Libya.

Mr. McNamara then asked his visitors for suggestions as to what else the
Bank could usefully do in Africa. Mr. Gardiner felt that one should start with some
of the regional transportation projects resulting from the recent review of the 350
transport studies undertaken so far in Africa. Similarly, the Bank could usefully
handle projects resulting from the telecommunications study at present being under-
taken. Mr. Gardiner felt that the meetings between UNDP, IBRD, ECA and ADB were
useful in avoiding duplication of studies. Hopefully, African countries would also
begin to allocate resources in the industrial field in a more efficient manner. He
realized, however, that industrialization policies were a highly sensitive issue in
Africa. Mr. Beheiry sensed a growing "economic maturity'' among African leaders.

Mr. McNamara concluded the meeting by expressing the hope that Mr. Beheiry
and Mr. Gardiner would feel free to draw to his personal attention areas where the
Bank could improve its contribution to African development.

ce: Mr. Shoaib aA/M ,g- S[ C/?AM

Mr. Chaufournier Rainer eckhan
Mr. E1 Emary

President has seen
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TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT | INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
L3
Mr. Robert S. McNamara DATE:  May 29, 1969

Mohamed Shoaib

Fifth Meeting of Representatives of African
Development Bank, Economic Commission for
Africa and the UNDP and IBRD

History

In August 1966, Mr. Edward M. Korry, Ambassador of the United States
in Ethiopia, at the request of President Johnson presented a report on
African Development Policies and Programs. He stated that all available
evidence points to a confusing incoherence by donors (and Africans) in
development activities, a lack of accord on what to survey as propitious
investment opportunities, an unwillingness to accept each other's data
or surveys, a duplication of effort, a disparity of doctrinal approaches
in the same fields of activity, and a wasteful dispersal of effort and
of resources.

He specifically recommended that: "The US should request the World
Bank to establish a Standing Committee (or Committees) to deal with the
three main long-term infrastructure sectors of Africa: transport, tele-
communications and power".

Mr. Woods made it clear to the US that the Bank agreement to participate

would be absolutely conditional on the ADB and ECA endorsing the proposal
and agreeing to participate, and also on the concurrence of the former
colonial powers and a majority of the African countries themselves.

Mr. Woods met with Mr. Beheiry, President of the African Development
Bank at the Paris Office on January 1967. It was agreed that the United
Nations Development Programme should also be brought in at the start, and
a study group should be set up consisting of representatives of the four
international organizations (namely the Bank, ADB, ECA, and UNDP).

At the first meeting held in Abidjan in February 1967, it was agreed
that the four organizations should work in concert in the preparation of
preinvestment studies of projects affecting more than one African country
in the sectors of power, transport and telecommunications, and to obtain
finance for such studies, and that the Bank should be entrusted, as an
initial step to this end, with the making of a review of studies already
completed, presently under way or contemplated, in the three sectors, and
for submitting papers as soon as possible evaluating studies completed,
under way or contemplated. The review would also bring to light possible
overlapping or duplication between such studies, and would form the basis
for recommending priorities for further studies.

1 hae Seell
i“i‘;;i{}&}m has Seell
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As the review on studies of the transport sector would be beyond the
resources of the Bank's staff, it was agreed that the Bank should request
UNDP to finance the cost of contracting Consultants for the study. The
UNDP agreed. The UNDP also agreed to finance the telecommunications studies
with the International Telecommunications Union as executing agent.

The Transport Consultants began their work in April 1968 and have
submitted their final report to the Bank and ADB., The Bank was the execut-
ing agent for the study.

The second and third meetings of the group were held in Washington
and the fourth was held in Abidjan in October 1968. At these meetings, the
Bank submitted progress reports on the transportation study and on the
various power developments in Africa and the ITU made similar reports on
its activities.

The accomplishments of this group have been relatively meager so far.

Probably the most constructive result has been the prewenting of the waste
of funds on unsound studies proposed from time to time by ECA, ITU and ADB.

Meeting on June 2, 1969

At the meeting held on Monday June 2, in the Bank, the Consultants
will discuss their findings on the African Transport Study which was essen-
tially a study of studies. Its purpose was to determine which of the 350
transport studies which have been undertaken by various organizations since
1960, could be utilized to form a basis for the development of sound
projects in Africa.

The major finding of the consultants was that planning for regional
transport facilities should, in the immediate future, depend more on
basic studies of regional development potentialities than on the study
of facilities. The studies which the Consultants regarded as useful for
project development are practically all under active consideration either
by the Bank or U.S. AID.

The Bank will report on the coordination of power development between
Kenya and Uganda and on the status of the study on the two projects for
which the Bank was the executing agent for the UNDP viz Botswana Power
Project and the Lesotho Water Supply and Power Project.

The ITU will make a report on the telecommunications study.
The construction of the transmission line to interconnect Ghana,

Togo and Dahomey, which has been under discussion for 3 years, is at
last to begin. The Canadians financed the feasibility study and final
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engineering costs of the line and agreed to finance the cost of construction
provided the three countries agreed on the price at which electricity would
be supplied by Ghana. This agreement has now been reached.

The Bank will recommend that the next step will be the extension of
this line to interconnect the Ivory Coast and Nigeria. This can be done at
a relatively small expense and will be of benefit to all five countries.

On the afternoon of Tuesday, June3, Mr. Paijmans of the Bank staff
will present a brief report on the River Blindness Disease common in Upper
Volta and adjoining regions.

Mr. Evans will comment briefly on the Bank's activities in African
Agriculture and Mr. Ballantine will present a similar report on African
Education. These will be verbal reports, simply as information.

Attached to refresh your memory are a memo about the ADB and Mr.
Lutolf's memo about your visit to the African Development Bank.

Attachments:



THE AFRICAN DEVELOPMENT BANK

Historical

The idea of establishing a development bank for the continent of
Africa originated in Tunis in 1960 during the All-African Peoples
Conference, which passed a resolution envisaging the "setting up of an
African investment bank to promote development projects'.

A panel of experts was convened in 1961 to study the feasibility
of establishing an African development bank. In 1962, the Economic
Commission for Africa (ECA) constituted a committee of nine member

- states in order to make all the necessary arrangements for the establish-

ment of the bank. The members of this committee were: Cameroon, Ethiopia,

Guinea, Liberia, Mali, Nigeria, Sudan, Tanganyika and Tunisia.

A conference of African Ministers was held in Khartoum (Sudan) from
July 31 to August L, 1963 under the auspices of ECA to review the work of
the Committee of Nine. The conference approved the text of the agreement
establishing the African Development Bank (ADB) and opened it for signature. By
the end of December 1963, thirty African Governments had signed the agree-
ment and it entered into force on September 10, 196L.

The ADB was formally established on November L, 196L and the first
meeting of the Board of Governors was held from November L to 7, 196L at
Lagos, Nigeria. During the meeting, it was decided to locate the princi-
pal office of the Bank in Abidjan and the first President, Vice-Presidents
and Board of Directors were elected. However, it was not until July 1,
1966 that the Bank started operations. .

Justification for a New Financial Institution in Africa

»

Before proceeding to discuss the type of organization that might be
established, the panel of experts had recognized that the prior and major
question to be considered was whether a new institution was needed at all
for financing the development needs of African countries. It was considered
evident that African countries required considerably more investment than
they had received hitherto if their economic growth was to be assured. Fur-
ther, it was thought that a new African financing organization could perform
specific functions not already performed by existing international or national
financial agencies, i.e., close cooperation between African countries, e.g.,
in river basin development, education and training schemes, markets for in-
dustries, transport projects to promote intra-regional trade. This type of
coordination was seen to be needed not only for super-national projects but
also for national development programs,and it was assumed that an African
body would inspire more confidence as a clearing house for any confidential
confrontation that would prove necessary in case of conflict between national
programs of African countries. ;

By virtue of its intimate knowledge of current and prospectiVe-develop-
ment programs, this African body was expected to be instrumental in revealing
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to outside financing agencies new opportunities for investment; formulating
such opportunities into sound projects; attracting additional capital; pre-
senting African problems in the most acceptable way to existing financial
institutions for loans and grants; guaranteeing Government loans for devel-
opment purposes and even, in later stages, private capital. Consideration
was also given to the fact that capital investment for new development some-
times creates problems of current expenditure "for certain long-term social
expenditure, e.g., on education, maintenance of roads ... etc." A regional
institution could assist in this kind of financing either through its own
operations or by channelling grants from other aid-giving bodies.

The areas where the work of the existing financial institutions has
shown a need for strengthening in Africa and where an African development

bank might conceivably be a preferred instrument of action were thought to
be the following:

a) regional projects;

b) promotion of intra-African trade;

c) '"needs" of newly independent countries; ror ol

d) promotion of small-scale African 1ndustria1 enterprises;
e) education and training; and

f) development plans - long range support.

An essential feature, however, of a new financing organization would
be that of "additionality",i.e., it must be effective in secur ng a higher
net availability of funds for Africa, not merely the substitution of one
source of funds to another. Several possible ways were conceived for ADB
to provide additional capital for the economic development of Africa:

a) The ADB could make additional internal capital available by en-
couraging savings and capital formation; mobilizing reserves and other
resources of companies, banks, insurance companies, etc., operating in
Africa which might otherwise flow abroad or lie idle; mobilizing resources
of African Govermments which might otherwise lie idle or be drained into

- non-productive Goverrment consumption.

b) The ADB could increase external capital availabilities by attracting
additional external capital to itself and channelllng it into African economic
development.

c) The ADB could enable African states to make more, or more effective,
use of existing institutions and sources of finance.

Sources and Nature of Funds

At the time of the discussions on the establishment of ADB, it was
stressed that as large an African contribution as possible would be necessary
to give the Bank an African character and to give evidence of self-help.
Nevertheless, it was expected that, for the Bank to be effective, it would
have to attract considerable outside finance largely from public sources.

It was admitted that the resources of the Bank would derive from the sub-



a3

scriptions of the African member states to the share capital.

In addition to that, it was considered that other African funds might
be mobilized, e.g., through the sale of bonds of the Bank or of securities
of the enterprises supported by the Bank. Turning to external sources of
financing, the third session of ECA had expressed a strong preference for
multilateral assistance and at the United Nations it had often been agreed
that a higher proportion of additional contributions should be made through
multilateral institutions. Some assumptions were made of a shift in this
direction. For example, it was noted that the United States was using the
Inter-American Development Bank to distribute previously bilateral aid to
Latin America. On the part of some multilateral agencies, it was observed
that there was also a growing tendency to channel aid through local develop-
ment banks. It was stated that the IBRD did this and the ADB might be such
a channel; alternatively, the IBRD, IFC and IDA and ADB might link their
operations to finance related projects. It was also envisaged that the Devel-
opment Fund of the European Economic Community could similarly be encouraged
to use a new single point of contact. Bonds of the ADB might also be sold
outside Africa. Another potential source would be from large foreign com=-
panies operating in Africa which could have an interest in promoting devel-
opment and might be prepared to invest in an African development bank.

The"Africanity" of the Bank

To be consistent with the spirit that had inspired it and to perform
some of the confidential tasks assigned to it, it has always been stressed
that the institution should have an essentially African character. In
effect, its capital is subscribed to only by African states. The preamble
to the agreement establishing the ADB speaks of the signatory Governments'
determination "to*strengthen African solidarity by means of economic coop-
eration between African states". As for membership, Article 3 states that
any independent African country may become a member of the Bank and "the
geographical area to which the membership and development activities may
extend shall comprise the continent of Africa and African islands".

This deep concern with "Africanity" (while the sources of funds to
make the new institution effective were highly hypothetical) was a reason
for the flexibility in ADB's structure, a flexibility reflected both by
the wide variety of tasks which can be performed by the Bank and by the
nature of the funds designed or expected to serve its purpose and functions.

Purpose and Functions of the ADB

The purpose of the Bank is to contribute to the economic and social
development. of its member countries either individually or jointly. To

- accomplish this, the Bank shall promote the investment of public and pri-

vate capital in Africa; use its own resources to make or guarantee loans

or equity investments; encourage private investment in member countries,
cooperate with member countries towards a better utilization of their
resources by making their economies more complementary and furthering

the orderly growth of foreign trade; and, finally, provide technical assis-
tance in the preparation, financing and implementation of development plans =
and projects. The Bank may grant direct or indirect credits; it may operate
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alone or in concert with other financial institutions or sources and it can
help to formulate projects and loan applications whether for subm1551on to

-the Bank itself or to other lending agencies.

Loanable Resources

Authorized Capital: The authorized capital stock of the Bank is 250
million units of account equivalent to $250 million divided into 25,000
shares of a par value of $10,000 each. One-half of the authorized capital
consists of "paid-up" shares. The other half remains callable. The paid-
up capital is payable in gold or convertible currency in six installments,
the first of which is 5%, the second installment 35% and the remaining four
installments each 15% of the initial paid-up subscription. As of December
31, 1967, the aggregate capital subscriptions of the members amounted to
$216.2 million, of which $108.1 million was "paid-up" shares. However, since
the subscriptions are payable by installments, as of August 1968 the amount
called in cash was $71.8 million and the amount actually received by the
Bank was $44.96 million. In addition to its authorized capital stock, the
Bank's ordinary capital resources are defined to include:

a) funds raised by borrowings;
b) funds received in repayment of loans made from these resources; s
¢) income from loans and from guarantees made from these resources; and
d) any other funds or income received by the Bank which do not form

part of its special resources.

Special Funds: The Bank is authorized to establish or accept the

administration of Special Funds. Considered as Special Funds are the
following: , Lok

. grants or unguaranteed loans which might be made to the Bank; and

. borrowing by the Bank not made against its callable capital or

any other part of its ordinary capital resources or income and
other assets accrued thereto.

Special Funds can also be established by the Bank or accepted by 1t
on the initiative of the Bank or of any other party concerned. The
authorization to establish or accept the administration of Special Funds
must, however, be granted by the Board of Governors.

Proposed Multinational Fund: In November 1966, the ADB forwarded to
twenty-seven countries outside Africa an aide-mémoire on the mobilization
of external resources for a proposed multi-national Special Fund. The
Bank's approach to the non-African countries was duly endorsed by the Board

- of Governors at their third meeting on August 21-26, 1967. The role of this

African Development Fund would be comparable to that of IDA and its size
would correspond to the subscribed capital of the ADB., This would enable the
Bank "to have a reasonable program for the next three years". The hope was
expressed that all contributions would be in the form of grants and would
amount to a minimum of $10 million. So far, according to unpublished reports

Lo~y

o
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some countries have indicated that they may wish to support the proposed
Development Fund.

Membershig

Membership of the Bank is open to all African independent States.
Africa in this context refers to the continent of Africa and the African
islands. There are now thirty member countries. Those which have not

' Jjoined are: Chad, Gabon, The Gambia and Mauritius (who have announced
their interest in joining),Libya and the Malagasy Republic.

Voting Rights

Each member of the ADB has 625 votes and one additional vote for each
share subscribed by it. The formula is a result of compromising the prin-
ciple of allocating voting powers to members strictly on the basis of
equality.

Structure, Organization and Management

i The Bank's structure consists of:

a) A Board of Governors to which each member of the Bank appoints one
Governor and one Alternate;
b) A Board of Directors, nine in number, elected by the Board of
Governors. Each Director appoints an Alternate with power to
i act in his absence. No Alternate can be of the same nationality
as his Director.
¢) The President, who is elected by the Board of Directors by a
Lo majority of the total voting power of the members; at least one
| L Vice-President elected by the Board on the recommendation of the
|l President jand an international staff appointed by the President.

A1l powers of the Bank are vested in the Board of Governors. With
certain exceptions, however, the Board of Governors can delegate its
powers to the Board of Directors. Directors are elected for a term of

|
\
« three years. They are responsible_for the conduct of the operations of
\ : the Bank in accordance with general directions outlined by the Board

: of Governors.

\3 The President of the Bank, elected by the Board of Directors for

] a five-year term of office, is the Chairman of the Board and he is the
legal representative of the Bank. The term of the present President,
Mr. Beheiry, expires in 1969. At the fourth meeting in Nairobi (August
: 26, 1968) of the Board of Directors, he had announced that he would not
| g be a candidate for reappointment. This was universally deplored and a
[ unanimous resolution was passed asklng him to reconsmder.
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Operations

The commitments announced by the ADB to date are:

a) a loan of $2.3 million to Kemaja in August 1967 to finance part
of the cost of improving intermational trunk road links with
Tanzania and Ugandaj;

b) agreement in principle to invest up to $120,000 in equity parti-

cipation in a proposed National Development Bank in Sierra Leone-
and ‘

¢) .finance for the foreign exchange element ,amounting to about
$230,000,0f a proposed water supply project in Uganda.

Relations of IBRD with ADB

The ADB keeps in daily contact with PMWA. In addition, Mr. Beheiry

has been in frequent touch with Mr. Shoaib and Mr., E1l Emary, as for example
in their November visit to Abidjan.

In view of ADB's limited resources, there is no great scope for joint
financing. However, the ADB is interested in being well informed on actual
and prospective Bank operations in member countries and in having an oppor-
tunity to take up projects which come to the attention of the Bank.

Mr. Beheiry may press for closer cooperatlon, for example, he has
suggested that we allow ADB to take over projects we have appraised for
financing. The Western Africa Department would not recommend that we
take any initiative to discuss this subject. We should stress our willing-
ness to cooperate, for example, all economic reports are sent to ADB,

- and we have recently agreed that whenever convenient our economic missions

should call at Abidjan and discuss their findings on the completion of
field work. ADB receives the project information sent to our Executlve
Directors and PMWA provides further material on request.

We have also agreed to have ADB staff come to the Bank for permods
of training.




o MAMOUN BEHEIRY

President of African Development Bank

Born

1925

Nationality

.

Sudanese

Education  : Victoria College of Alexandria (UAR)
Brasenose College of Oxford

Degree Bachelor of Arts

Career : Former Member of Parliament. '
2 ! ' Permanent Under Secretary of Ministry of Flnance

s 3 : and Economics, Sudane.

Former Chairman of Sudan Currency Board. -
Governor of Central Bank of Sudan (1959-1963).
Chairman National Technical Planning Committee (1962)
Minister of Finance and Economics (1963-196L). :

4 President of African Development Bank since 196L.

Address H President, African Development Bank
B.P. 1387
Abidjan, Ivory Coast
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- the Sudm, Mr. Melamars was roceived by Feassrs. Alarcody and Vincent, Vico-

Presldonts; Hr. muso, Diroctor of Finarce; and lpe P.atovu, 1n cbarge of
oporations.

The t‘ouwim rain pointa wore dlocusseds

e ATD ab the memont has {59 nilllon of funds avallablo for lending.
© o Slx projocts aro belng ﬁmma&. dnelnding two a‘wc'dea. Tho loans vads for

tho four dovelopment projects total jJust over £5 nilllon. Scmo ton projects

- aro under actdive proparation. Tho sTterest ”:z’ce charged by AID 19 fs %t

which bave to be gddod s ctatutory chorge and a cormitront charge, reemltinﬂ.
in an effective lending rate of aboub 6 1/2 i

2, It 42 ADD's intontion to cormit about one third of ita rescurces,

i.o. ebout £20 millien, by tho end of 1967, This Sigure could bo increased |
to 30 million if those mombor comrtries which are in arresrs with thelr cope

ital suboeription (partievlarly the United Arch Repudlic) wet tholr odligne

tions. The ALD reprosertatives erphasized that tho arrears wers mt die W

the rerbors' Jukowarn attituds towards ADD but rather to thelr finsneial

and balance of paymends difliculticsg.

3. AIB w1l) prodadbly try to borrow 4n the internadlonal capital merkets.
Twover, the romagement feols that guch @ wove would be premature at this

glago and should oxﬁy bo attanptod aftor rore sound dowolopmont prolects have
boen fronceds ADR also wanis to be aboolutely cortain that the Lirst bond
isoue A1) meot with Nl success. The AID represomtatives fold that this was
mcirglagr later foaueo glven tho faet that only African gt:mntws stood

b@m “

L. Tho shortage of good projocts 1s oro foctor which stands 4in tho way
of a wmore substantisl ALD Jending progroenm bubt more frposrtant 48 the Pork's
scorca exportise for projoct ddordification and tion. The establiche

‘ponb of the Fre-Invostomont Unit some tire age - 15 exporte financod Jointly

by ¢the UID? and ADD « wlll holp. In ndr.&tion, ATD 10 recolvirg aesistance
in tho I‘o"m of tochnlcal a-*rrw fron USAID, Camada, the lotherlands (one
expart cach) and is mmmatim trith Dolgiume  Urdor an FAO/ALD sprocment, .
:‘AO um’m‘toc*f % socond tuo sonlor olfficcrs 4o AID for varying poriods of

{ome bas arrived)s An sgrocvont sizmed viw mm ;n'bvxdes for il
w escistance upon mqueat xmm ATD. ,
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5. ADB's total ataff rubors about 130. AD conmtlmes 1to offorts to
rocruit additlonal astaff. At this point, Mr. Mcllomara reforrod to 4w oxe
ports vwho had previously worked for ADD gnd subsoquently applied for Jobs
with IDRD. Mo assvred tho representatives of AID thet IDRD had 1o intention
to lure poople sway {rom Am, a remo erplalining the facts about tho two cases

wuld bo given to A3 (this was done after Mr. t*c!'.:nmra'a departuro).

6. Mr. Alormoody thon rmontiored the pro:med African Devolopront Fund
(ADF), AID'e soft-londing arme Do said the United States hed offered to cone
tribute $0 rillion por year over three years provided tba U3 contribution
would ot excood 105 of the Fund's total resourcos. The $60 rilllon would
bo tied to US supplies. An untied offor of 2.1 million equivalerd had been
roceived from the Undted Kinpdone The Iordic countries had also responded
positivoly and were expected to contribute 107 of the funds to bo made availe

$3 rmillion equivalent and Canado was also comvidering making en offer. France
and Gormany ©0 far had merely cpressed an interost. Tho AID reprosentatives
wont on to say that thoy would now try 40 encourage individual cortributors

to make funds available immediatily rather ¥han walt for all other potentlal
dorors to act.

‘able by other scurces each year for thres years. Tho lothorlands hed offered

7. AUD irtonds to oporate ALF ruch glong ma umm insiswence on aoun!,

- revome-carning projects which can sbsord loans on conventionol terns, but
~ extending crodits for such mjects to nember mu:xtriaa on aott tema.
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INTERNATIONAL DEVELOPMENT
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE

CORPORATION
OFFICE MEMORANDUM
TO: Memorandum for the Record DATE: gSeptember 21, 1970

-
FROM:  Martijn J.W.M. Paijmans SP

SUBJECT: African Development Bank

1. Mr. McNamara met with Mr. Labidi ADB President on September 18.
Messrs. Knapp and El Emary and Mr. Griffith from ADB were also present.

IBRD-ADB Cooperation

2. Mr. Labidi explained to be well impressed by the present state of
relationship between IBRD and ADB in particular as it was taking shape
through technical assistance offered by the IBRD in the form of training
of ADB staff and by the detachment of Bank staff. He also mentioned the
| fruitful working relationship that existed with PMWA at the technical
level regarding project analysis and joint missions. The recent meeting
of Governors of the ADB at Fort Lamy had been very positive. Decisions
had been taken to allow re-thinking of the activities of ADB, and also

a re-organization of its structure if necessary. As Mr. Labidi saw
ADB's role as one of complementarity, he felt that working with the IBRD
was a necessity; more than ever before, his bank needed IBRD's assistance.
He added to realize that Copenhagen is not the appropriate place for
discussing in detail the different aspects of cooperation between the two
institutions.

3. Mr. McNamara indicated to be glad to work in close cooperation with
the ADB in the fields indicated by Mr. Labidi. It was the Bank's policy
to do anything possible required by the regional development institutions.

SOFIDA

4. Mr. McNamara expressed his surprise at the lack of interest shown
by the African countries in the establishment of a private African in-
vestment company, and he inquired about the prevailing attitude on this
subject.




5. Mr. Labidi - who observed that Mr. Gaud had asked him the same

question - said that initially some African countries had felt suspicious
that neocolonialist interests might come to Africa through a back-door
created by an institution such as SOFIDA. These fears were now dissipated,
and in Fort Lamy support for the proposal had been unanimous. In reply to

a further question, Mr. Labidi indicated that the most interested countries
had always been Kenya, Morocco, Tunisia, Ivory Coast, and Senegal, with
Tanzania and Nigeria following closely. He also requested that IFC should
associate itself with the project to create a broad international seating.

6. Mr. McNamara explained that IFC will not consider to join this venture
without the African countries haying clearly expressed their interest,

and then only when IFC will be satisfied regarding the institution's
organizational and financial structure and feel that SOFIDA will be well
managed. Mr. McNamara stated that he was surprised at the lack of inperest
shown by the African members of the Board when he had twice raised this
question. Mr. Labidi admitted that there was a problem. Although at

the origin African interest had been very small indeed, this had changed
at the Fort Lamy meeting. He felt that the Bank Executive Directors,

who, incidentally, had been invited to the meeting, but who had not
participated — had acted as described by Mr. McNamara more because of a
lack of information than because of a lack of confidence in the proposal.
Mr. Labidi informed Mr. McNamara that a committee of Governors of the ADB
would discuss the subject of total African support and the nomination of
a chief executive during the coming days in Copenhagen.

T. Mr. McNamara observed that he would take some steps so that the Goyer-
nors will better understand that the Bank group is anxious to facilitate
the channelling of more private capital into the development field, he
repeated, however, that IFC would not participate without a clear request
from the countries involved.

African Development Fund

8. Mr. Labidi expressed his gratitude for the interest Mr. McNamara had
shown in the African Development Fund. He felt also satisfied with the

US position which he considered to be still growing. Even if the project

for the Fund would have to be re-adjusted in size, which would be regrettable,
he felt this to remain a vital domaine for the ADB.

9. At the conclusion of the meeting, Mr. McNamara indicated his readiness
to discuss issues of cooperation with Mr. Labidi anywhere in the future
in Washington or Abidjan.

Cleared with and cc: Mr. El Emary

cc: Messrs. Knapp, Gaud, Benjenk, Chaufournier, Lejeune, Christoffersen
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TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
Mr. Robert S. McNamara DATE: September 15, 1970

(through Mr.
Roger Chaufournier

Annual Meeting - Your Meeting with Mr. Labidi, ADB President.

Mr. Labidi was elected President of the African Development Bank at
its Annual Meeting in Fort Lamy at the end of August. He is eager to
cooperate with the Bank, and will be meeting with you on Saturday,
September 19, 1970 in Copenhagen. This will be mainly a courtesy visit
and we understand that Mr. Labidi plans to visit Washington within a
month or so to discuss ways and means of cooperation with the Bank.

Bank/ADB relations have improved appreciably since Mr. Labidi took
over and since our Abidjan office established cordial and effective
daily working relationships with ADB's staff. We have just agreed to
have two members of ADB's staff in the Bank for about one year of
training, effective in November/December 1970. In addition, I under-
stand you now have before you a recommendation in response to
Mr. Labidi's request for the assistance of an experienced Bank staff
member in his task of revamping the operations and structure of ADB.
For this purpose, we have in mind seconding Mr. Charles MacNealy for
up to two years.

At his own request, the Governors of ADB have asked Mr. Labidi to
redefine the scope of activities of ADB and to review its organization
and procedures. In view of the urgency of this task for him, he may
be expected to raise the question of such assistance as that which
Mr. MacNealy might provide. 1Indeed, the major issue confronting the
ADB is that of defining the scope of its operations, and of improving
the organization of its activities. I think it would be helpful if
you could ask Mr. Labidi how he plans to tackle the proposed study and to
carry out the appropriate amendments to ADB's Charter. It would also
be useful to have his views on how best he can progress towards increasing
ADB funds, particularly the soft funds which he needs for ADB's proposed
Special Fund.

The attached two-part memorandum refers first to ADB's organization

and concludes by raising some aspects of future technical assistance by
the Bank; the second part reviews ADB operations.

cc: Mr. Knapp



THE AFRICAN DEVELOPMENT BANK - ORGANIZATION
AND OPERATIONS

I. ORGANIZATION

L Attached is an organizational chart of ADB showing the names and
nationalities of its principal officers. Such an organization should be
more than sufficient for an annual volume of business of say $15 to 20
million. However, though ADB's performance has improved appreciably since
President Beheiry's resignation in February 1970, major reforms are still
necessary to make it an effective development agency. The new President
D.A. Labidi is fully aware of ADB's weaknesses and, upon his initiative,
the Board of Governors passed a resolution instructing the President to
recommend appropriate changes in ADB's structure to be considered, within
six months, by a committee of six governors. He counts on Bank advice to
help prepare his proposals. This would be one of the principal tasks
assigned to Charles MacNealy if the Bank makes him available to ADB shortly.

The President

25 D.A. Labidi of Tunisia was nominated by the Board of Governors
by a majority of 65 percent and was formally elected by a unanimous vote
of ADB's Board of Directors after the Fort Lamy meeting in August, 1970.

3 Labidi is quite a newcomer on the African scene. After being
associated in his youth with leftist movements in Tunisia, he has avoided
all political activities and presents himself as a technician., After a
modest career in Tunisian agricultural credit institutions, Labidi was
appointed Manager of the small Niger Development Bank. His election as
Vice-President of ADB in April 1969 came as a surprise. He owes it to the
contriving efforts of a friend, the Tunisian Ambassador to Ivory Coast, who
without instructions from the Tunisian Govermment put forward Labidi as a
candidate, saying that he was Bourguiba's choice.

L. As an Arab, Labidi quickly gained Beheiry's support and was made
responsible for operations. Although the most recently appointed, he
became the most important of the three resident Vice Presidents and there-
fore took over in February 1970 after Beheiry's resignation.

5. Labidi is a quiet man who is gradually gaining self confidence.
As Vice President and acting President, he proved to be an effective
"operator". Since he took over, the pace of ADB's operations was speeded
up, its relations with African and foreign governments improved and staff
morale became noticeably better. He has shown determination to strengthen
ADB's organization and to cooperate with other international institutions,
particularly the Bank.



The Vice Presidents

6. The distribution of functions among the resident Vice Presidents
is not as simple as the organizational chart would indicate.

(i) Supervision of administration and finances is in principle
carried out by O. Vincent and S. Alamoody in turn. Alamoody
also has under him the legal and administrative services and,
as he helped Labidi a great deal to get the votes of the East
African governors in Fort Lamy, he may become more influential.

(ii) Since Labidi has been acting President, he has been delegating
a large part of his operational duties to 0. Vincent. It is
not yet clear whether a third Vice President will be appointed
to replace Labidi as Vice President, "Operations", or whether
Labidi's former functions will be divided between Vincent and
Alamoody .

T One of the most impressive figures in ADB's organization is Louis
Negre, Minister of Finance of Mali, '"non-resident" Vice President of ADB,
and President of the 1969 African. Caucus. He withdrew his candidacy at an
early stage during Fort Lamy's presidential election and is likely to seek
higher responsibilities in other regional institutions in the near future.

The Pre-investment Unit.

B Three fifths of the cost of the Pre~investment Unit is financed
by the UNDP under a Plan of Operation dated February 1, 1967. The foreign
experts working for this Unit are responsible for helping ADB in project
identification, preparation and appraisal. - They work in association with
their African counterparts in the Operations Department, whom they are
training to replace them when the UNDP- program will end in December 19T71.
The unit has never been very effective. Some experts are competent,

others come out with the most extravagant proposals (such as a transmission
line between Kinshasa and Ttaly). Since the young Africans in the Operations
Department lack experience, it is essential that some form of technical
assistance be retained. If the UNDP program is renewed, it would be
wise:

(i) To bring the composition of the Pre-investment Unit more
into line with ADB's requirements. (ADB is looking for
telecommunications projects because it has a good
specialist in that sector; it would be better if it had
good specialists in the fields to which ADB assigns
operational priority.)



(ii) To raise the standard of most of its experts; salaries are
not high enough to attract good foreign specialists.

The Operations Department

9e The Operations Department, which groups ADB's loan officers and
all project specialists other than the UN experts of the Pre-investment
Unit, is by far the most important section of ADB. Since December 1969,
this Department has been headed by M. Sakkaf, an Egyptian who came to ADB
in August 1969 as Assistant Chief of the Pre-investment Unit. M. Sakkaf
is a specialist of monetary problems. He is well known to Mr. E1 Emary.
With his training, M. Sakkaf knows a great deal about development in
general, but he does not have much experience in appraisal techniques for
long term investment projects. Nevertheless, he has adapted remarkably well
to his new duties and he is now establishing, within ADB, a relatively
effective department on which agencies like the World Bank can rely.

Bilateral and other Technical assistance within the Operations Department

10. Besides its own staff and the staff of the UNDP Pre-investment Unit,
the Operations Department is helped by expatriates supplied by bilateral aid.
The United States has made available a project analyst who is leaving by the
end of this year. The Netherlands has sent an agricultural expert and Belgium
has promised a project economist. In addition, ADB has concluded a cooperative
agreement with FAO whereby the latter makes available to ADB one or two
agricultural experts stationed in Abidjan and other expert services, with FAO
paying the salaries and ADB the travel expenses.

Conclusion

i [ P While administrative, legal, accounting and financial services are
staffed only with Africans and would need to be strengthened by one or two
expatriate advisers, the technical departments responsible for project
identification and appraisal do not lack technical assistance. If ADB's
performance has been mediocre, a large part of the responsibility falls on
these foreign experts and the agencies which recruited them and seconded them
to ADB. Therefore, ADB needs not so much to take on a larger number of
experts as to replace the less competent ones by qualified and energetic men
and to make better use of its staff.

12, The most important reorganization needed is that of the Pre-
investment Unit. The personality of Qureshi and the mediocrity of certain
experts have prevented ADB from enjoying all the benefits it might have
expected from its arrangement with UNDP. ADB is hesitant to ask for renewal
of the Pre-investment Unit; however, it does not have the means to pay,
unaided, for a large number of high-quality expatriate technicians. It is
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therefore essential for ADB to approach UNDP immediately, as the negotiations
may be very long drawn-out if ADB wants to make all the desirable changes to
the February 1967 arrangement.

13 The agreements with FAO and the bilateral aid programs, less
important in themselves (a total of three experts against eight in the Pre-
investment Unit), seem to be more effective. However, ADB has fallen into
the habit of asking for experts from various sources without drawing up an
overall program of its requirements and coordinating its execution.

1h. The Bank could play a useful role in assisting the reorganization
of the ADB. At this stage we have made no extensive undertakings. We are
contemplating making Mr. MacNealy's services available for one to two years.
Otherwise, the terms of our cooperation were last reviewed in the exchange
of letters between Mr. E1l Emary and Mr. Labidi in April-May of this year,
whereby we agreed to have ADB staff on our economic missions, on appraisal
missions where joint financing was agreed, and to provide training through
the EDI and by accepting two regular ADB staff members for assignment for
a year or so to appropriate Bank Departments. If Mr. Labidi is really
determined to strengthen ADB's organization, there are several ways in
which we could increase such assistance. By so doing, we could make ADB
more effective and more attractive to the bilateral donors who are
considering making funds available to ADB, Canada, the Scandinavian
countries, the U.S. and possibly Germany and the Netherlands.
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II. OPERATIONS

Growth of ADB's operations

1e At Fort-Lamy ADB was celebrating the sixth anniversary of its
founding, and the fifth anniversary of its operations.

2, Table I attached lists the loans and equity investments made
by ADB., After five years, the Bank's commitments only just top the

US$ 21 million mark,!/ i.e. one-fifth of the called-up capital_/ and one=-
third of the capital actually paid up,é/ while disbursements do not yet
amount to US$ 3 million. ADB's contribution to Africa's economic
development has therefore so far been negligible.

3e There has, however, been a marked speeding up of ADB's operations
during the past year or so:

(i) at December 31, 1968, ADB had still financed only four
projects and its commitments barely totaled US$ 5 million:

(ii) in April 1969 ADB approved a fifth project, to which were
added five more operations in the course of that year, and
four more during the first half of 1970; the loans and
investments made in 1969 - essentially during the second
half of the year - therefore exceeded US$ 9 million and
those of the early months of 1970 totaled nearly
US$ 7 million.

L. The recent acceleration of ADB's operations is explained as
follows: several projects on which its experts had been working came to
a head together, while the obligation placed on the Bank's directors to
reside in Abidjan as from July 1969 facilitated meetings of the Board.
However, the increase in ADB's financing activities is also the result of
a deliberate policy on the part of the operational management (Labidi and
Sakkaf) to expand the Bank's activities by all possible means.

1/ US$ 20 million in loans and US$ 1.1 million in equity investments.

2/ US$ 106 million at March 31, 1970.

3/ Us$ 6L million at March 31, 1970: only a few member countries have
paid up their subscriptions to the Bank's capital, the one most
behindhand being Egypt, which has only paid 5% of its contribution and
still owes US$ 1L4.3 million.
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5. Whereas Beheiry was interested only in projects submitted by
the Govermments themselves, on which all preparatory work had been done
and for which the financing could be arranged in less than three months,
Labidi and Sakkaf are endeavoring to set up a pipeline of projects to be
financed over two or three years -

(i) ADB no longer hesitates to organize identification missions,
even when it knows that the financing of the projects iden-
tified will have to be spread over a fairly long period of
time,

(ii) it follows up the work of other international organizations
(UNDP, FAO, World Bank) and is no longer chary of consulting
the Bank's Abidjan Office on a more or less continuing basis
to find out from its experts the sectors in which ADB financ-
ing would be warranted;

(iii) ADB is now actively seeking joint financing projects: it has
accepted the suggestions of the Bank (Sibiti-Zanaga road in
Congo-Brazzaville) and IFC (Pan-African Paper project in
Kenya), is taking the initiative itself (Satégui-Deressia
in Chad) and wants to draw up a list of sectors and projects
in which ADB and the World Bank could cooperate.

6. The dynamic attitude and spirit of cooperation of ADB's new
senior staff will have a pronounced effect on the volume of operations.
For its part, ADB anticipates that its annual lending volume will soon
reach US$ 20-25 million. It should also be noted that, according to ADB,
the prospecting campaigns it has undertaken will not only enable it to
expand its own operations but will also help it to identify projects that
are much more promising than those submitted by member Governments.

Geographical distribution of ADB's operations

Te This distribution is set out in Table II., Admittedly, ADB's
financing volume is not yet such as to warrant drawing any very wvalid
conclusions from the present geographical distribution of its operations;
however, Table II calls for certain comments:

(i) total finance provided to Kenya, Uganda and Malawi and the
East African Development Bank amounts to US$ 10,05 million,
or one-half of ADB's commitments; Liberia and Sierra Leone
have received about US$ 3 million: it is not therefore sur-
prising that ADB is accused of favoring the English-speaking
countries of Black Africa (62% of ADB's loans and partici-
pations) and Eastern Africa in particular;
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(ii) the North African countries have received US$ 5.55 millionm,
or 26% of the total: +the amount is a modest one, but hardly
any lower than the quota for these countries;

(iii) loans to the French-speaking countries of Black Africa total
US$ 2.5h4 million, or only 12% of the total: these countries
therefore consider themselves as inequitably treated and
complain on this score with their customary vehemence;

(iv) the majority of the big African countries (Nigeria, Egypt,
Ethiopia, Congo-Kinshasa, Sudan, Algeria) have not received
any loans from ADB: the chief beneficiaries have therefore
been the medium and small English-speaking countries.

8. There are a certain number of countries where ADB would like to
step in with minimum delay: on the one hand, Algeria, Sudan and Ethiopia,
and, on the other, certain French-speaking countries, more particularly,
Senegal, Congo-Kinshasa and Congo-Brazzaville; any suggestions from the
World Bank for operations in these countries would certainly be well
received.

Distribution by sector of ADB's operations

9e While the geographical distribution of ADB's operations may be
explained primarily by the varying degree of interest displayed by the
member countries, the distribution by sector (see Table III attached) would
appear on the contrary to be the outcome of a deliberate policy on the part
of ADB's management:

(i) more than three-quarters of the finance provided by ADB has
gone to private enterprises or autonomous agencies, the list
being headed by public utility corporations, which have
received L43% of ADB's assistance, with development banks (24%)
and industrial enterprises (97) coming next. The preponderance
of this type of operation is explained as follows: since it
cannot provide soft loans, ADB is attracted by institutions
which, because they produce revenues, often have a good bor-
rowing capacity, and, even in poorer countries, are rarely put
off by ADB's interest rate;

(ii) this preference for projects and organizations offering a high
financial rate of return also explains the low proportion of
agricultural projects (13%) despite the number of agricultural
experts on its staff (two or three foreign technicians and
six African specialists);
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(iii) unlike all other financing agencies operating in Africa,
ADB lends very little for transport (11%); mnot only do
road projects not show any financial return, but their
average size would entail loans well in excess of the
limit which ADB prefers to set for any one operation.

In highways, ADB is still mainly looking for either
regional projects (for which it is prepared to lend sums
that are two to three times larger than for strictly
national operations) or projects suitable for co-financing
with other institutions (preferably the World Bank).

10. To sum up, it is clear that the present sectoral distribution of
ADB's activities reflects less a long-term assessment of African economic
priorities than the line which ADB has found most operationally convenient.
However, the following points are to ADB's credit:

(i) in the selection of its projects ADB does not appear to have
been seriously influenced by strictly political considerations.
The only field where such influence is apparent is that of
development banks; +those in charge of these banks consider
that the best use of ADB's funds would be to transfer them
to each of the national banks and their views carry all the more
weight since they are frequently their countries! representa-
tives at ADB General Assemblies;

(ii) in other fields, ADB's executive staff attach considerable
importance to the selection of good projects and if the
projects selected by ADB have not always been the best ones,
this has been due more to the inexperience of certain tech-
nicians than to unwillingness in the higher echelons of the
Bank. One of the reasons why the Operations Department re-
views its agricultural and transport projects unofficially
but regularly with the Abidjan Office is to orient the work
of its own experts and to discover the weak points of the
projects that these experts come up with;

(iii) on numerous occasions, ADB has shown that it is capable of
rejecting operations which did not appear sound; when a
technician was able to draw the Bank's attention to the
unsatisfactory financial and administrative mamagement of
the Liberian telecommunications services, ADB did not hesi-
tate to turn down a project on this ground;

(iv) with the means available to it, ADB cannot seek to reform
African economic structures: it is, however, sometimes
tempted by politically unpopular operations when these are
economically viable -~ for instance, Sakkaf appears to be
thinking seriously about the highway maintenance project in
Guinea, even though he has been warned of Guinea's lack of
interest;
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(v) this period includes a grace period calculated on the
basis of construction and usually amounting to three
to five years;

(vi) as a rationing measure, ADB's Board has decided that the
Bank should not invest more than US$ 3 million per project;
this limit does not apply to regional projects, for which
the Bank will go up to US$ 8 million;

(vii) like the World Bank, ADB insists on a substantial local
participation; however, although the majority of its loans
have financed chiefly foreign exchange expenditure, the
Bank is not opposed to financing local expenditures; its
attitude in this respect would probably be more flexible
than that of the World Bank, and joint operations by the
two should make it possible to organize loans that are
better adapted to the financial difficulties of certain of
our Member Countries;!/

(viii) the goods and services financed are made subject to inter-
national competitive bidding, no single country being a
priori excluded; in the event of joint financing arrange-
ments in conjunction with the World Bank, ADB is prepared
simply to apply our procedures. Besides, ADB's guidelines
on procurement are based directly on ours;

(ix) ADB wants the projects it finances to be well justified
economically and thoroughly studied from the technical
angle; it does not, however, appear to have laid down any
very precise rules on the conditions to be satisfied before
a project can be considered ready for appraisal, this
decision being left to the technicians responsible for
the preparation and appraisal of each project.

1/ This would be possible more particularly when ADB has available soft

T resources and is in a position to provide its poorest clients (the
very ones who need help with the financing of local costs) with loans
on concessional temms.
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(v) it is particularly in the financing of regional projects that

the "educational" aspect of ADB's loans has some chance of
proving effective: although "regionalism" is no longer in
vogue in Africa, ADB considers its main purpose to be the
promotion of cooperation and would like to expand such
operations. It has a fairly flexible conception of this

- function and is interested simultaneously in multinational

projects proper (Accra-Abidjan highway; CIMAO project;
Hotafric) and in operations the regional content of which

is less apparent - an irrigation project utilizing the water
of rivers flowing through an entire region (Satégui-Deressia
in Chad) or industries whose markets extend over several
countries (Pan-African Paper in Kemya). For instance, in
the Ivory Coast, ADB would like to finance the final section
of the Mali highway, even though it is aware that the Ivory
Coast Govermment considers this section to be of low priority
since it will be of only minor benefit to the Ivory Coast's
own trade.

ADB's operational techniques

11+ An organization that has not long been in existence, ADB is
seeking to develop its own way of doing things but for the moment, its
operational techniques still very much bear the imprint of the personal
ideas of the experts in charge of each particular project. There are, how-
ever, a certain number of principles and practices that are common to most
ADB operations and which can be summarized as follows:

(1)

(i1)

(iii)

(iv)

ADB may make either loans or equity investments: however, the
Bank hesitates to tie up its funds without an acceptable
guarantee of immediate financial return and its equity invest-
ments only just exceed US$ 1 million (all in the capital of
development banks);

ADB lends to the Govermments of Member Countries or to
corporations or enterprises in these countries; like the World
Bank, ADB requires the guarantee of the Government concerned
when the borrower is an enterprise or an autonomous body;

despite repeated requests by several African States, ADB refuses
to apply differential interest rates varying according to coun-
tries or projects: it charges a uniform rate of 6 1/2%

(5 1/2% interest plus a fixed commission of 1%); there is a
comnitment charge of 3/LZ of 1%;

the period of loans depends essentially on the nature of the
projects concerned; it varies from ten to twenty-five years,
the average being between fifteen and twenty years;
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Conclusion

12. Of the financing agencies we cooperate with in Africa, ADB is
probably one of the least experienced. Perhaps, however, ADB is also one
of the most malleable and one which we could well influence. Its objec-
tives do not differ fundamentally from ours and its financing techniques
resemble those of the World Bank on more than one point.

13, As regards resources, ADB's position is as follows:

(i) at its present rate of lending (US$ 16 million in the course
of the past twelve months), the unused balance of ADB's called-
up capital (US$ 85 million) and its reserves will not be
exhausted for five: or six years, provided the Member Countries
do, in fact, pay in their contributions to the capital;

(ii) however, ADB envisages lending US$ 20-25 million yearly in the
near future; moreover, the Bank has not much hope of receiv-
ing soon the greater part of the subscriptions that have not
yet been paid in and its present resources could therefore well
be exhausted in less than two years;

(iii) certain bilateral aid programs are giving favorable consider-
ation to financial aid to ADB: Canada and the Scandinavian
countries wish to work in Africa through regional institutions
and have promised ADB that they will contribute to its African
Development Fund; as regards the US, they have recently
offered a $10 million loan and are likely to repeat the offer
in the near future.

Western Africa Department
September 15, 1970
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TABLE I
AFRICAN DEVELOPMENT BANK
IOANS AND INVESTMENTS
(as of June 30, 1970)
(in millions of $US)
Project Amounts committed Amounts disbursed
Kenya
2 road projects 2.3 0.78
Tunisia
I, irrigation projects 2.75 0.65
Uganda
Water supply and sewerage 0.3 0.15
Liberia
Gas turbine 1.35 0.13
Malawi
Hydroelectric project 3.0 -
E.A.D.B.
Line of credit 1.5
Equity investment 1.0 0.25
Sierra Leone
Water supply 1.5 -
Development Bank
(equity investment) 0.12 8,1
Morocco
Transmission line 2.8 -
Upper Volta
Development Bank 2.0 -
Mali
Textile project 0.54 -
Kenya
Panafrican Paper 1.45 -

TOTAL 211 2.06



NORTH AFRICA

Tunisia:
Morocco:

Total:

2.78
2.8

5.55

BREAKDOWN BY COUNTRY OF ADB!S OPERATIONS

(as of June 30, 1970)

(in millions of US$)

ENGLISH-SPEAKING COUNTRIES

Central & East Africa West Africa
Kenya : 3.75 Liberia: 1.35
Uganda: 0.3 Sierra

Leone: 1.62
Malawi: 3.0
EADB: 3.0
Total: 10.05 Total: 2:97

Total English-speaking countries: 13.02

TABLE II

FRENCH-SPEAKING COUNTRIES

Upper Volta: 2.0
Mali: 0.54
Total: 2.54




TABLE III

BREAKDOWN BY SECTOR OF ADB'S OPERATIONS
(as of June 30, 1970)

(in millions of US$)

PUBLIC UTILITIES DEVELOPMENT BANKS
Loans Equity Investments Total Loans Equity Investments  Total
Water Supply 1.8 1.8 L 1.1 5.12
Power 7.15 7.15
INDUSTRY
TRANSPORT 1.99 1,99
Roads 2.3 2.3
AGRICULTURE

2.75 2.75







January 28, 1971

MEMORANDUM FOR THE RECORDS

African Development Bank

Mr. McNamara met on January 27 with Mr. A.W. Labidi, President
of the African Development Bank. Messrs. Knapp, Shoaib and E1 Emary
were present. The following were the main points raised on the subject
of collaboration between the ADB and IBRD.

i Mr. Labidi expressed his gratitude to Mr. McNamara for the
assistance the ADB is getting from the Bank. He mentioned among other
things the collaboration he is getting from the IBRD Permanent Missions,
the secondment of Mr. MacNealy, and the training of two of the ADB
officers in the Bank.

He added, however, that ADB needed someone with good knowledge
of administration, and he was looking up to IBRD to lend him such a
man for at least one year. He also asked if IBRD would agree to send
some of its officers for consultations on particular problems. Such
consultations would only require a week or two at a time.

Mr. McNamara said the Bank could afford to send some of its
officers as they are needed for a week or two. He asked Mr. Labidi
to write to the Bank as and when a problem arises for which he may
need some assistance from the Bank. He assured him that the Depart-
ments of the Bank will do their utmost to meet his requests.

On the other hand, Mr. McNamara said that to find a good
experienced administrator is not an easy thing. However, he promised
Mr. Labidi to look into this question.

2.4 Mr. Labidi spoke of the proposition of establishing the African
Development Fund which was being sponsored by a good number of DAC mem-
bers. He handed Mr. McNamara a copy of the outline of the proposition
as worked out between him and Mr. Edwin Martin, Chairman of DAC. He
said that a DAC meeting would be held in February to discuss this
question.

Mr. Knapp mentioned that he understood from Mr. Labidi that the
contributions to the Fund might amount to some $75-100 million over
three years. The Fund would have a board of directors whose members
would be equally divided between African and donor representatives and
each group would have 507% of the votes. Decision would be passed by
two-thirds' majority of the votes. ADB staff would be at the same
time the Development Fund staff.

Mr. Labidi said that in preparation for the day when such a
proposition would become reality, but more urgently in preparation
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for ADB's annual meeting in July 1971 in Kampala, the structure of ADB,
its organization, and the areas of its activities would have to be
revised. He said that in the last annual meeting the Board of Governors
had asked him to report to them in the coming meeting on all these
matters. He requested Mr. McNamara to delegate one of the experienced
officers of the Bank to survey with him the whole field and give him
his advice. The officer might not stay in Abidjan all the time. He
might need a week or two in Abidjan at the beginning and another week

at the end of the assignment.

Mr. McNamara said that he could not give him an immediate answer
but assured Mr. Labidi that he would consider his request sympathetically.

3 Mr. Labidi gave an account of the ADB program over the calendar
years 1971-73. He said that they were planning to lend some $25 million
a year. By then ADB would have committed its paid-up capital. So far
it has $65 million paid up with some $35 in arrears which it is expected
that some parts of it would have been received before 1973. He expects
that the African Development Fund would be in operation by the end of
1973.

He mentioned that since the beginning of this year ADB had com-
mitted some $6 million. He said that he would have some discussions in
the afternoon and in the coming days with the Area Departments in the
Bank to see to what extent they can collaborate with ADB either through .
joint financing of some projects or by suggesting certain projects for
ADB financing.

4. Mr. Labidi inquired whether the Bank Group has taken any decision
with regard to participation in SIFIDA.

Mr. McNamara mentioned that the question had been raised in the
IFC Board yesterday in connection with an item in the IFC Monthly Report
where it said that IFC was considering recommending an investment in
SIFIDA. One of the Board members raised an objection and requested that,
before a concrete proposal for investment is submitted,the IFC Board
should discuss whether or not such an investment is acceptable in prin-
ciple.

Mr. McNamara asked Mr. Labidi if he could meet with the Executive
Director concerned to explain to him the function of SIFIDA, its capital
structure and acquaint him of its sponsors. Mr. Labidi expressed his
willingness to do it.

There were some discussions of a general character about some of
the African countries which led to the conclusion that it would be advis-
able for the two institutions to collaborate together for the maintenance
of the existing regional communities, such as the East African Community,

and for the formation of new ones.
o L%

cc: Messrs. Knapp, Shoaib, Aldewereld, A.G. E1 Emary
Broches, Demuth, Cope, Benjenk,
Chadenet/Baum, Chaufournier,
Lejeune, Ripman IFC: Mr. Gaud



Creation:

Membership:

January 6, 1971

The AFRICAN DEVELOPHENT BANK

.

An agreement establishing the African Development Bank was approved
at a conference of finance ministers in Khartoum, held under the
auspices of ECA, between July 31 and August 4, 1963. The agreement
became effective with the deposit of the instruments of ratification
of 12 of the signatory governments and the Bank came into being on
September 10, 1964. It started operations in Abidjan on July 1, 1966.

The ADB is entirely African in character. Its membership is open
to all African independent States. It is a strictly regional organiz-
ation and its capital is subscribed to only by African countries.

There are presently 32 member countries (List given in Annex). Among
the main countries who have not yet joined the organization are Gabon,
Libya and Madagascar.

Authorized Capital: The authorized capital of the Bank is 250 million units of

account, equivalent to US$250 million, divided into 25,000 shares of
a par value of $10,000 each. One-half of the authorized capital
consists of "paid-up'" shares, payable entirely in gold or convertible
currency over five years. In addition, the subscription of each
member includes an equal number of "callable" shares. Their amount
can be called only to meet the Bank's obligations.

Subscribed Capital: The subscribed capital amounts to $218 million but as of July

Special Funds:

31, 1970, the "paid-up'" capital reached only just under $67 milliion.
Out of the 32 member countries, only 12 have fully met their capital
subscription obligations. But 9 have paid less than 50 percent. The
United Arab Republic and Chad with 5 7, Algeria with 8.77% and Dahomey
with 10.87% have contributed least. As a consequence, at the VIth
Annual Meeting of the ADB, in August 1970, a Resolution (Nr.9-70) was
adopted, inviting all member countries to fulfill their obligations
on or prior to December 31, 1970.

Under its Charter, the ADB is empowered to "establish or be
entrusted with, the administration of Special Funds which are designed
to serve its purpose and to come within its functions'". (Article 8)

The urgent need for additional outside resources, and especially
for funds on softer terms than those demanded by the ADB Charter, was
recognized as early as 1966. A proposal was made by ADB to create an
African Development Fund, with a capital of $218 million (i.e. the
same as ADB subscribed capital). It would be a multilateral Fund,
would receive contributions in the form of grants and would provide
loans at non-conventional terms for the member countries. In fact, its



SIFIDA:

UNDP Assistance:

role would be comparable to that of IDA. After four years of discussions,
the Fund is not yet a reality.

However, the main donor countries met in Paris last November
under DAC auspices and they are working on a plan for establishing an
African Development Fund in associatjon with ADB. The intention is
that the Fund would have its separate Board of Directors where the
African countries or ADB and the non-African countries would be
represented with equal voting rights for each group.

Canada strongly supports the establishment of this Special Fund.
It is willing to consider a contribution equal to 25% of total initial
pledges, but not in excess of $15 million over an initial five-year
period. Most delegations continue to think in terms of an annual
volume of $12-15 million over a period of five years but there is as
yet no general agreement. The U.S. has committed itself only in vague
terms; the U.K. is considering an untied contribution of £1 million
but it is not clear over what period this would be spread. The Nether-
lands intends to contribute $1 million per year; Belgium has strong
reservations; Japan is entirely non-committal, France is opposed to
the Fund and so seems Germany, while the Scandinavian countries were
favorable to it.

Meanwhile, in order to get the Fund started, ADB allocated to it
$1,167,399 —- a part of its net earnings for 1969-70. This allocation,
added to a transfer to the Fund from General Reserves of $2,194,219,
will provide the African Development Fund with a total of $3,361,618 of
available funds.

An effort is also being made in the private sector. In July
1970, a private, multilateral Tinance company has been set up under
the auspices of ADB as an International Finance Corporation for Invest-
ment and Development in Africa (SIFIDA). Its authorized capital is

"~ of US$45-50 million, with a paid-up capital of $12 million. Its head office

is likely to be located in Europe. The new company is to promote
viable and productive private and mixed ventures in developing countries
of Africa. It was hoped that it would be operational at the end of
1970. 1IFC is still considering whether it would participate in this
venture.

In February 1967, ADB concluded an agreement with UNDP whereby
a pre-investment unit was established in ADB. The UNDP is contributing
$2.7 million which is matched by $2.2 million from ADB resources, which
is to be disbursed within five years. The pre-investment unit is to
formulate and evaluate development projects (including preparation of
feasibility reports which the Bank may be interested in financing).
THe UNDP contribution is not for re-lending and thus is not to be
considered as a Special Fund.



Loan Policy:

Operations:

The ADB enjoys considerable freedom in its loan policy. The
Charter states that "its operations shall, except in special circumstances,
provide for the financing of specific projects, or groups of projects,
particularly those forming part of a nation or regional development
program'". ©No restrictions are placed on its ability to lend without
government guarantee, or to guarantee loans made by others. It may
invest in equity within certain limits.

Except in special cases, the loan will be to finance foreign
exchange costs only. The Bank will finance revenue yielding projects
at the current market rate for international loans of this type. In
other cases, it may charge a lower rate. Article 18 of the Charter
further states that the Bank "in determining the terms and conditions
for the operation, shall take due account of the terms and conditions
on which the corresponding funds were obtained by the Bank". The ADB
charges an interest rate of about 7% and its terms are mostly for
20 years.

The Bank is statutorily required to charge a commission which
during the first ten years may not be less than one percent per annum
on the amount outstanding on each loan or guarantee. On guarantees, the
Bank is required to charge a guarantee fee at a rate to be determined by
the Board of Governors. All commissions accruing to the Bank from its
loans and guarantees are required to be allocated to a Special Reserve and
held in liquid form for the purpose of meeting the liabilities of the Bank.

As of June 30, 1970, ADB's committments amounted to about
US$21 million and disbursements were US$2.06 million. The following
table shows ADB operations since July 1966:

Projects Country Amount of Disbursements

Committment
(million US$)

Roads ' Kenya 2.3 0.78
Irrigation Tunisia 2.75 0.65
Water supply studies Uganda 0.30 0.15
Electric power Liberia 1535 .13
Water supply Sierra Leone 1.5 -
Hydroelectric system Malawi 3.0 =
E.A. Dev.Bank (equity) East Africa 3.0 0425
Dev.Bank equity partic. Sierra Leone 0.12 0.12
Transmission lines Morocco 259 -
Textile industry Mali 0.54 =
Panafrican paper Kenya 1.45 -
21.:.10 2.06

According to its President, Mr. Labidi, the ADB plans to
accelerate its lending operations. Its lending target for 1971 is
$25 million.

In addition to the loan operations properly said, the ADB has



Organization:

4,

been active in trying to encourage an economic union between the
Entente countries and Ghana, to the mutual benefit of the six countries.
Results are encouraging and more work of this type should be fostered,
especially in the domain of pre-investment studies.

All the powers of the Bank are vested in the Board of Governors,
which consists of one representative appointed by each member government.
He may also appoint an Alternate Governor. The actual administration
of the Bank is entrusted to a Board of Directors of nine members with
nine Alternates. The headquarters are in Abidjan.

The principal officer of the Bank is the President who is elected
by the Board of Directors. His term of office is 5 years and is
renewable. The position is now held by Mr. Abdel Wahab Labidi, from
Tunisia, succeeding Mr. Mamoun Beheiry, from Sudan, who resigned in
February 1970. There has been some political tension during the last
election of the president, as the member countries tend to polarize
into two main blocks: (a) the English-speaking as well as the Arab-
speaking countries and (b) the French-speaking countries. The task of
the President is thus a delicate one.

African Studies:

ADB Relationship with IBRD:

After a period of difficulties, the relations between ADB and our
Permanent Mission in Abidjan are much improved; personal contacts are
frequent and friendly. Also our Permanent Mission in Nairobi has good
working relations with ADB.

In addition to on the spot consultation and advice, the World
Bank is assisting the ADB in more than one direction. We have seconded
a financial analyst (Mr. McNealy) to their headquarters in Abidjan. We
are training two of their loan officers who are presently in Washington

. and will stay with us for a year. The EDI is admitting ADB staff members

to the different courses. Plans for more cooperation, especially in the
field of joint missions to African countries are being worked out.

The World Bank is ready to go into joint or parallel financing
operations with ADB. 1In fact, the first joint operation between the
two institutions was concluded in January 1970. Both participated in
the financing of a hydroposer project in Malawi.

The ADB also participated with IFC to the financing of the
Panafrican paper project in Kenya.

The World Bank, together with UNDP and ECA, is working with ADB
in a study committee with a view to identifying continental and regional
projects in the areas of transport, telecommunications and power.

cc: Messrs Knapp cc: Messrs Gaud
Aldewereld - Adomakoh
Broches - Chenery - Demuth- Shoaib
Benjenk - Chadenet - Chaufournier
Diamond - Lejeune - Mendels
Christoffersen

Bazin/Cathala/mlc /E1 Emary



ANNEX

MEMBER COUNTRIES of the AFRICAN DEVELOPMENT BANK

Middle East and North Africa:

West Africa:

Central Africa:

~ East Africa:

Algeria
Morocco
Sudan
Tunisia
U.A.R.,

Dahomey
Ghana
Guinea
Ivory Coast

Burundi
Cameroon
CoA.Rs
Chad

Ethiopia
Kenya
Malawi
Somalia

Liberia
Mali
Mauritania
Niger

Gongo B.
Congo K.
Rwanda

Tanzania
Uganda
Zambia

Nigeria
Senegal
Sierra Leone
Togo

Upper Volta
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ADRESSE TELEGRAPHIQUE

~AFDEV ABIDJAN

TELEPHONE 256-60
TELEX 717

B. P. N° 1387 ABIDJAN
cOTE D'IVOIRE

REFERENCE

pate 9 January 1971

Mr., A.G, El-Emary

Special Adviser to the President

International Bank for Reconstruction
and Development

1818 H Street

Washington, D, C., 20433

U, S. A

Dear Mr, El-Emary,

First let me apologize for the delay in sending you a note on my
visit to Washington, We have been trying to re-examine our program and
requirements so that our visit will be as useful as possible and this has
taken more time than I anticipated,

Attached you will find an Aide-Memoire relating to our visit, A
suggested agenda is included in Annex 7, I have asked Mr, MacNealy to
arrive in Washington on January 20th so that he can assist in making a more

~ precise schedule of our discus sions, Mr, Sakkaf will arrive on January 24
and he and Mr, MacNealy can possibly have some preliminary discussions
prior to my arrival on Monday evening. My own schedule for the January 26,
28 and 29 is still uncertain but I hope to have word from the State Department
concerning my discus sions with the U, S, Government within the next few days.
I will cable you as soon as I have definite information,

Another matter which I have not mentioned in the Aide-Memoire
but would like to discuss concerns co-operative arrangements with the IBRD
research activities, This is of considerable importance to ADB since I will
be discussing a propos ed assistance program for our Economics Office with
the Canadian Government after my visit to Washington, Perhaps you could

alert Mr, Owen in the Secretary's Office since he has recently written to ADB
on this matter,

With kinde st regards,
Yours sincerely,

AL

A LABIDI
President

SR T—




{ 4 January 1971

Aide Memoire for Visit to I, B, R, D,
January 27-29, 1971

1) ADB began o perations in July 1966 and up to 1 January 1971 we have
made 15 loans and investments totalling $25, 560, 000. Considerable increase
in the rate of oper ations took place during the past year when we approved 6
agreements totalling $9, 790, 000 (Detailed in Annex 1),

2) Our investment program for 1971 envisages a considerable increase
In activity and includes some 20 operations in 12 countries totalling approxi-
mately $30 million, These commitments will be made in the transport,
agriculture, industry and water supply sectors. (Summarized in Annex 2),
Taking into conside ration slippage and other factors we expect to commit no
less than $20-25 million,

3) During 1972-73 we expect our pipeline of projects to permit us to
maintain a volume of about 20 projects per year amounting to $20-25 million
annually in loans and participations, The main emphasis will be on increasing
agriculture and industrial output; improvin g transport, particularly between
African countries; and expanding public utility facilities, (summarized in
Annex 3),

4) In order to achieve this program and expand our pipeline of projects,
ADB intends to take a number of measures to improve its internal operations
and its financial capabilities, Both will require considerable outside assist-
ance, .

a) Internally we expect to:-
1) Rationalize our organization to bring it more in line with our
program,
‘ 2) Institute operational procedures to improve our efficiency,

3) Intensify recruitment and training efforts to improve the
quality of our project analysis and loans operations, and

4) Arrange for more effective utilization of technical assistance
made available to ADB,

b) Externally we will require:-
1) Additional and supplementary finance - especially soft
' finance for the African Development Fund,
|
:
|
|

2) Continued technical assistance from IBRD, UNDP, USAID
and FAQ,

3) .Additional training facilities for ADB staff, and
4) Expanded operational co-operation particularly with IBRD,
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5) The object of the technical assistance and training programs will be
to professionalize the staff of ADB and improve its operational efficiency,

This will require time and the assistance which we would like to have from
IBRD is critical, In the course of our visit to Washington, we would like to
discuss a program for 1971-73 which will help us realize these objectives,

The basis for our requirements for the Operations Department (area and
project activities) is detailed in Annexes 4 and 5, An analysis of our pro-
fessional resources and shortages for the 1971-73 program is detailed in
Annex6(a)., In Annex 6(b) we have indicated how IBRD may be of assistance in
both the recruitment and training of our oper ational personnel,

6) Since the 1971-73 program has an impact on other aspects of the Bank!s
work we have identified several specific positions which urgently need to be
filled and we would li ke to discuss the possibility of IBRD assistance in locating
suitable candidates for ADB!s consideration, In addition to recruitment assist-
ance we would like to discuss possible short term training or technical assist-
ance for our disburse ment office and technical assistance in establishing a more
effective filing system,

7) Apart from specific t raining and technical assistance, ADB staff could
profit tremendously from closer co-operation with IBRD missions to Africa,
There is already an ar rangement between IBRD and ADB in this regard,
Precisely how this can be made more effective is one of the principal objectives
of our discussions in Washington, Not only could ADB staff benefit by such
arrangements but our pipeline of projects can be made more realistic as our
expertise increases,

8) With respect to ADB!s financial resources, we would welcome discus-
sions of a general natu re on our program for meeting these needs, An indication
of the urgency of expanding the resources of ADB is that with our present program
we would be hard pressed to make any commitments beyond 1972,

9) ADB would also welcome the opportunity to discuss specific tehcnical
aspects such as provisions for control, voting rights and the policies which
might be followed by the African Development Fund,

10) A proposed agenda for discussions with IBRD from January 27 through
29 is attached, (Annex 7),
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21 December 1970

Annex 1

ADB OPERATIONS BY COUNTRY AS OF 31 DECEMBER 1970

Country
Kenya - Transport
~ Industry
Liberia - Power
Malawi - Power
Mali - Development Bank
Morocco - Power
Niger - Telecommunications

Sierra Leone - Water Supply

- Development Bank
~ Irrigation
~ Water Supply - Study
- Water Supply - Project
Upper Volta - Development Bank
FEast African Devel opment Bank
SIFIDA (Private Investment Co, )

Tunisia
Uganda

Total

Number
of

Projects

W MRRMNRMNMNRKNRMRMNNRNRNNRRRRR

~

Amount -~ US$

2, 300, 000
1, 450, 000
1, 350, 000
3, 000, 000

540, 000
2, 800, 000
1, 000, 000
1, 500, 000

120, 000
2, 750, 000

300, 000
3, 000, 000
2, 000, 000
3, 000, 000

450, 000

25, 560, 000

ADB OPERAT IONS BY SECTOR AS OF 31 DECEMBER 1970

Transport

Power & Telecommunication
Agriculture

Water & Sewerage
Development Banks
Industry

Total

Number

of

Projects

RiIRLHURKRSRK

1

No, of Countries - 10 (e xcluding multinational projects)

Amount - US$

2, 300, 000
8, 150, 000
2, 750, 000
4, 800, 000
6, 110, 000
1, 450, 000

25, 560, 000




21 December 1970

Annex 2
SUMMARY OF ADB 1971 PROGRAM BY SECTOR
Number
of Amount
Sector Projects in $ million .
b Agriculture 7 6. 9
2 Industry k | 2.0
3. Transport 10 19. 6
4. Water Supply & Sewerage - 1.5

20 30. 1

No. of Countries - 12 (not including multinational projects)
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December 21 1970 Annex 3

SUMMARY OF ADB 1972-73 PROGRAM BY SECTOR

i No. of New Amount
| -4 Sector Projects in $ million

1. Agriculture 15 14, 65
& Industry-Tourism-Development Banks 12 16. 28
/ 3. Power & Telecommunications 7 3. 30
4. Transport 4 8. 50
i 5. Water Supply & Sewerage | 4 2. 25
Total 42 44, 98

No. of Countries - 20 (excluding multin:ational projects)




21 December 1970 A Annex 4(a)

SUMMARY OF ADB WORK PROGRAM BY SECTORS
1971-1973
No, of Projects
Follow-up New Total
1. Agriculture 4 22 2.3
Lo Industry-Tourism-
Development Banks 6 13 19
3. Power & Telecommunications 4 7 11
4. Transport 1 14 15
5. Water & Sewerage 3 6 9
Total 15 62 77

No. of Countries - 26 (excluding multinational projects)
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SUMMARY OF ADB WORK PROGRAM BY COUNTRY 1971-73

C oumntury

Algeria
Burundi
Cameroon

Central African Republic

Chad

Congo (B)
Congo (K)
Dahomey
Ethiopia
Ghana
Guinea
Ivory Coast
Kenya
Liberia
Malawi
Mali
Mauritania
Morocco
Niger
Nigeria
Rwanda
Senegal
Sierra Leone
Somalia
Sudan
Tanzania
Togo
Tunisia
Uganda

U. A R,
Upper Volta
Zambia
Multi-ndiional

T o t a 1

No, of Projects

of New approved as of
projects 31. 12, 70 T ot a l
4 - 4
3 & 3
2 - >4
4 - 4
2 - e
3 - -
b = 5
£ - b
1 - 1
- 4 e
I 1 2
- 1 1
2 1 3
5 e 5
1 1 2
1 1 2
4 - 4
1 £ 3
J - 3
3 i 3
2 - 2
1 - 1
2 1 3
- < 2
- > & 1
- - &
8 . b= 10
62 15 7F
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Summary o the Operations Department!s Professional
Requirements, and the Incremental Shortages by Sector
and year for 1971-73

Require- On Hand Incremental Total
S BECT OR ments ADB & Others Shortage Shortage

171 1, 72-73 31 Dec. 1970 171 | 72-72 1971-73

Agriculture 14 L] 10 4 1 2
Industry| Tourism/
Development Banks 5 8 3 2 3 5
Power & Telecom, 6 7 4 2| 1 3
Transport 11 11 4 7 - 7
Water Supply &

Sewerage 4 4 2 2 - &
Loans Divisions 14 16 8 6 2 8
T ot a l 54 61 31 23 7 30

-

M.

* NSector!" includes the Ar ea Loans Division

AL Al

%% NShortage!" does not take structural imbalance into consideration,

S P — w—— . - - —— R I YA G 'V'""f’” Frs o P e - s e g g g
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December 21, 1970 Annex 5(5)

AGRICULTURE SECTOR

Work Program and Professional Requirements
for 1971-73

1971 Work Program

Number of new projects to be appraised and negotiated ¢vv cve eoe ooe aee 7
Number of projects to be supervised..c. cse sse w s s s0s 000 sse ses sss 8
Number of new proposal to be identified and evaluated .v. coe coe ses ool

1971 Professfona] Requirements

On Hand
No., Rqd. ADB OTHER Shortage

Administrators — Head 1 - - 1
- Deputy Head 1 - - 1

Specialists - Agronomist 4 2 1 1
- Livestock 1 - - 1

- Irrigation 2 1 74 -

- Economists 5 3 & -

Total 14 6 4 4

1972 -73 Work Program

Number of new projects to be appraised and negotiated . «ve vee aee see 15
Number. Ofppojects to be Supervjsed." e o 0 L ® 00 ® & 0 L B ® o o L L L 23
Number of new proposals to be identified and evaluated . ¢vv ¢ve vee ooo 48

1972-73 Additional Professional Requirements

"No. Raqd, On Hand Shortage
Specialists - Agronomist 1 - 1

1971-73 Summary of Professional Requirements

No' requjPEdtoc ®ee e o0 oo ®es e oo I..15
Shortage.o. e e e e 0o o0 o oo e e e oo e s 5

% Assumes continuation of UNDP and FAO assistance programs,
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December 21, 1970 Annex 5(c)

Industry, Tourism and Development Bank Sectors
Work Program and Professional Requirements for

1971-73

1971 Work Program

Number of new projects to be appraised and negotiated ... cee oos oo 1
Number of projects to be SuUpervisSed cv. coe oos oos oo sss soe sese 6
Naember of new proposals to be identified and evaluated «v. vee 2oe ooe p=2/)

1971 Professional Requirements

On Hand
No, Rqd, ADB OTHER Shortage
Specialists - Engineers £ 1 - 1
- Financial Analysts 2 1 - 1
- Economist 1 - 1 -
Total 5 & 1 s

1972 - 73 Work Program

Number of new projects to be appraised and negotiated ¢ee eos sos see 12
Number of projects to be SUPerviSed ¢ce see soe sse osos see sos oss 19
Number of new proposals to be identified and evaluatéd.,. eee ecos sse 48

1972-73 Additional Professional Requiremen ts*

No, Rqgd, On Hand - Shortage
Specialists - Engineers i L - 1
~ Financial Analyst : - 1
- Economist 1 - 1
Total 3 - 3
= == — ——

1971-73 Summary of Profes sional Requirements

Numberrequjr‘ed.........‘....v......." 8
Shor'tage...’......................;.‘ 5

% Assumes continuation of UNDP assistance programme

o < — ’ et e - R v - e R
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Power and Telecommunications Sectors
Work Program and Professional Requirements

for 1971-73

1971 Work Program

Number of projects to be supervised ¢ee see oo R e 4
Number of new proposals to be identified and evaluated, s«ee see soe 12
Ener‘gySurveypI‘OjeCt.... See @06 096 G066 SCO 006 G060 0e° G006 000 1

1971 Professional Requirements

On Hand
No, Rqd, ADB OTHER Shortage

g Specialist - Power Engineers 3 1 2% -
S - Telecommunications

Engineers 1 1 -

- Economist 1 - - 1

- Financial Analyst 1 - - 1

Total 6 1 3 2

1972-~73 Work Program

Number of new projects to be appraised and identified ¢ee soe e nae F
o Number Of projects to be superv'ised o e 0 L L ) LA N e e 0 L J e oo LI I ] 11
Number of new proposals to be identified and evaluated . ..o coe oes RU

1972-73 Additional Professional Requirements

No,‘qu!' On Hand Shortage
Specialist - Financial Analyst 1 - 1

1971-73 Summary of Professional Requirements¥%

Number required vve vee eee soe soe soe 7
Sbortage... e e 0 L N * o0 e o0 ..’v... .... 3

* Temporary requirement for Energy Survey - 1 Engineer

AL.AL.

*% Assumes continuation of UNDP program,

T R S
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Transport Sector
Work Progsram and Professional Requirements 1971-1973

1971 Work Program

Number of new projects to be appraised and negotiated ¢ee eee sse 10
Number of projects to be supervisSed ¢ee see soe soe 00s. 0 s0e soe 12
Number of new proposals to be identified and evaluated ¢ve cee ooe =0

1971 Professional Requirements

, On Hand
No, Rqd, ADB OTHER Shortage
Specialists - Transport Economist 5 1 - 4
- Civil Engineer - -
Port Z - - 1
- Civil Engineer -
Railway i | - - 1
- Civil Engineer -
Highway 3 1 1 1
Administrator - Head 1 1 - =
Total 11 3 1 7
1972-73 Work Program
Number of new projects to be appraised and negotiated ¢ce eoe « .. 4
Number of projects to be sSuperviSed ,ee see sse sss sse sse. sos 16
Number of new proposals to be ideni~fied and evaluated . se0 oo 40

1972-73 Additional Professional Requirememrts

None

1971-73 Summary of Professional Requirements

Number requir'ed.'.. . w s waw wnn wxn A0
ShOI‘tage... L N ] L ) L N J LI ] L LN N L N 3 7

£ s
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22 December 1970 Annex 5(f)

s il
>

| 4 Water Supply and Sewerage Sector
Work Program and Professional Requirements 1971-73

S

1971 Work Program

Number of new projects to be appraised and negotiated ... o. s et o8 2

Number ofprojects to be superVised... L L ] L ] ® e 0 00 LR N LI N ) * 00 .... 5

Number of new proposals to be identified and evaluated .. eee cee soe see 6

1971 Professional Requireements
On_Hand
No, Rqd, ADB OTHERY Shortage

Specialists - Sanitary Engineers 2 - 1 i
- Economist 1 - 1 -
G - Financial Analyst 1 - - 1
Total 4 - 2 2

1972-73 Work Program

Number of new projects to be appraised and negotiated
NumbeI‘OfprojeCtStObe SupeerSed..................._.."...... 7
Number of new proposals to be identified and evaluated

00 00 00O 60000 2

e eoe 000000 12

1972-73 Additional Profes sional Requirements

None

1972-73 Summary of Professional Requirements

- Number required cvuvee ceeeee sevese soeeee 4
1 Shortage voeees

® e 0000 ® e 00900 ® 60800 oo 0000 2

* Assumes continuation of UNDP program,
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Area Loans Divisions

Work Program and Professional Requirements 1971-73

1971 Work Program

Number of new projects to be processSed ceeeesessssssscssssssscsss 20
Number of identificat ion and follow—-up MISSIONS eceecsvesessscsscee I
Number of countries in which ADB will have operations ceeeececeess <0
Number of member countries ,.csesesssonsssssssassssssssssvsvane JIB

1971 Professional Requirements

Specialist - Loan Officers
- Deputy Loans )
Offi cers )
Economists )
Administrators - Head
— Deputy Head

Total

1972-73 Work Program

Qn_Hand

No, Rgd, ADB

4 3%

8

i 1

1 -

14 8

= ———

Shortage

do\uhwh

Number of new loans to be processed Ceceececcsssasescascanasssess U2
Number of identification and follow-up MISSIONS ceseesesssscssssnsss I2
Number of countries in wlich ADB will have operationsS cveecesessesesss <0

1972-73 Additional Professional Requirements

Loan Officers[Economists

No, V Raqd, '

On Hand

2%

1971-73 Summary of Professional Requirements

Number’ requjred....'.‘..l’..........l..... 16
Shortage........................... 8

Shortage
2

* 1972-73 requirement should be considered a 1971 requirement to replace two

staff members now in training,
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28 December 1970

Annex 6(a,
Incremental Shortages of Professional Personnel
and Planned Resources. for the Operations Department
1971-73
1971 1972-73
Incre- RES OURCES Incre- Resources
Professional mental mental
Reqgquirements Short, ADB UNDP FAQO USAID Short, ADB UNL
Administrator (Agric) 2 1 1 1
Agronomist 1 )
Livestock Specialist 1 1
Engineers (Ind, ) 1 1(c) 1 1
Financial Analyst (Ind,) 1 1(c) 1 1(c)
Economists (Ind, ) 1 1
Economist (Pub, Util) 1 1(c)
Financial Analyst (P, U,) 1 1 1 1
Engineer - Port i 1(c)
Engineer - Railway 1 1(c)
Engineer - Highway 1 1
Economists (Transport) 4 1 1(c) 2
(1+1c)
Engineer - Sanitary 1 1(c)
Financial Analyst (W[S) 1 1
Administrators (Loans) 2 2 1%3%
Loan Officers * 1 q
Economists (General) 3 3 2 2
Total 23 11 6(c) R2%%k% 4 b d 5 &

(2+2c) ) (1+14¢

1., Assumes continuation of UNDP," FAO, USAID and Dutch Government
assistance programs and anticipates ADB 1972-73 Budgets,

2. Symbol "c!" refe rs to specific consultant resources equivalent to one
yearl!s time,

Does not take int o consideration two loan officers in training at IBRD
Replacement for one of the loan Officers in training at IBRD

Does not include consultant services available from FAO which will
permit ADB to send two people for project training,

Alanl. AL,
MO
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Annex 6(b)

Operati o ns Department!s Professional Staff Requirements

Planned Recruitment, and Proposed I, B, R, D, Assistance

% Excludes: (1) Deputy Director - Operations Department
(2) Deputy Assistant Director (Projects)

1971 - 1973
ADB ADB Proposed
Professional No, Required Staff Recruitment ADB Staff IBRD
Reqguirements 72-73 1970 171 72-73 171 72-73 Assistance
Administrators )
, Agriculture & - 1 1 1 s Recruitment
| Loans Officers 12 7 3 2 10 12 (2 in 1972
a Transport 1 1 - - 1 1 (2 in 1973
Agriculture
Specialists
Agronomist 5 2 - - 2 2 1-EDI(AGR)
1971
R Livestock 1 - - - - - -
i } Irrigation 4 1 - - 1 1 1-EDI(AGR)
1972
Economists
Agriculture 5 3 - - 3 3 3-EDI(AGR)
171-172-173
Industry 2 - - 1 - 1 1-EDI(IND)
. 1972
Public Utilities e - - - - - -
Transport 5 1 1 - 2 2 2-EDI(TRANS)
171-172
General (Loans) 4 1 3 — 4 4 Recruitment
Engineers
: Industrial 3 1 - | 1 2 R-EDI(IND)
i 171-173
*‘fa‘ Power 3 1 - = 1 1 -
g Sanitary P - - - - - -
& Telecommunications 1 - ~ - - - -
A Transport -
- Highway k- 1 1 - 2 2 2-EDI(TRANS)
171-172
~Port 1 - - - - = -
~Railway o - - - e - -
Financial Analyst 6 1 2 - 3 3 2-EDI(IND)
172=173
Total 61 =0 14 5 >z 36
BaascasS —mmmmem =y et i aaisesS



Annex 7

AGENDA FOR DISCUSSIONS WITH IBRD
January 25-29, 1971

Date Subject
Mpr, McNamara January 27 General discussion based upon assistance

requested in Aide Memoire,

Mr, Knapp January 27 Discussion of some specific means of
realizing assistance requested from IBRD,

Mr, Gaud To be scheduled General discussion on areas of co-operatiorn,
Messrs Chaufournier non m General discussions to formalize areas and
Lejeune means of increased co-operation in
Benjenk operations and training,
/ Messrs Ripman C 4 Discussion of technical assistance for ADB
Clarke non h archives, recruitment assistance and
training program within IBRD,
. Messrs Broches LA " Discussion of possible assistance in
Nurick "o n " recruiting a Legal Adivser (General
Counsel) and African attormeys for ADB,
Mr, Demuth non " General discussion of African Development
Fund proposal and technical and training
assistance to ADB,
~ Mr, Chadenet non n General discussions to formalize means of
' increased co-operation in operations
including aid in selecting consultants,
Mr, Diamond non n General discussion on areas of co-operation.
/"Mr. Krishnaswamy non n Discussion of specific EDI training for ADB
Personnel,
- Messrs Evans non " General discussion on means of increasing
Fuchs LA 4 co-operation in project identification,
Knox
Weiner
Selected Loan Officers noon " Discussion of ADB and IBRD programs and
identification of areas for increasing co-
operation,
Selected Division Chiefs in ! 1w Discussion of missions, specific projects
various Project Department and means of identifying cases where ADB

and IBRD can supplement each others work,
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Background Information on the
African Development Bank and
ADB-Bank relations

15 Mr. Labidi, President of the African Development Bank,
accompanied by Mr, Sakkaf, Director of Operations and other ADB staff,
will visit Washington the week of March 11, Mr. Labidi visited here in
January 1971 and Mr. Sakkaf came for consultations with the Bank in
January 1972 and January 1973. Mr. Labidi will meet with Mr. Parker,
USAID Administrator immediately before his visit with you. He will also
meet Mr. Volcker, Under-Secretary for Monetary Affairs, on the morning of
March 13, Most of his visit in Washington is taken up with appointments

with Congressional leaders concerned with the appropriation of funds for
ADF.

2. The Articles of Agreement of the African Development Bank were
approved at a conference of Finance Ministers in Karthoum in 1963 and
became effective on September 10, 196l. The Bank started operations in
Abidjan on July 1, 1966. Its membership is open to all independent African
countries, Presently, 39 countries are members; the most recent to accede
to the ADB Agreement were Libya, Gabon, Gambia and Mauritius. Negotiations
are under way with Equatorial Guinea and the Malagasy Republic in order to
accelerate their accession.

3. The authorized capital of the Bank is about 255 million units

of account, all of which has been fully subscribed. Units of Account (U.A.)
for ADB are equivalent to the pre-l1971 US dollar, One half of the authorized
capital consists of "paid-up" shares payable entirely in gold or convertible
currency over five years. As of June 30, 1973, the amount actually paid was
about 95 million U.A. Three countries, Egypt, Ethiopia and Zaire account

for the bulk of delincuent subscriptions.

OEerations

i During the years 1966-1970, the ADB committed in loans approxi-
mately 25 million U.A. After his election as President, Mr. Labidi announced
lending goals of 25 million U.A. in 1971, 25 million in 1972 and 30 million
in 1973. The goals for 1971 and 1972 have been achieved, but lending in 1973
did not exceed U.A. 25.75 million. At the end of 1973, the ADB's operational
activities involved 60 approved projects, amounting to a total commitment of
about U.A, 101 million, covering 27 different African countries and also
including three projects of a multinational character. Along with the
acceleration in the rate of new commitments, actual disbursements of ADB
loans have risen sharply in the last two years, reaching U.A. 31.3 million
at the end of June 1973.
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Finance

5. Practically all ADB resources have now been committed. Efforts
are being made to mobilize additional resources both within and outside
Africa. Initially, the ADB counts on attracting bilateral funds from USAID
and Canada and larger amounts from Arab oil producing states. Subsequently,
ADB hopes to borrow on the capital markets. However, the most important
source of fresh capital will be the African Development Fund (ADF), a special
fund of concessionary resources created in 1973 by the ADB, and fifteen non-
African capital exporting countries. The ADF is administered by the ADB,
Total subscriptions to the ADF for the first three-year period amount to
about U.A, 90 million. Counting on these new sources of capital, ADB
management has established a 197L lending program of about U.A. 30 million
for ADB and U.A. 37 million for ADF. More details on the ADF organizational
and operational structure are given in Annex 1.

Lending Policy

6. In a recent meeting (October 1973) with Mr. Bell, Regional Vice-
President, Eastern Africa, Mr. Labidi indicated that the priority countries
for ADB/ADF financing were the six Sahelian countries hit by the drought
(Chad, Niger, Upper Volta, Mali, Senegal and Mauritania). The second level
of priority was a group of ten other poor countries: Sierra Leone, Dahomey,
the Central African Republic, Botswana, Swaziland, Lesotho, Malawi, Sudan,
Somalia and Tanzania. The distribution of overall ADB committments according
to economic sectors at the end of 1972 was the following: transport - Lk
public utilities - 24%, industries and financial institutions - 17k,
agriculture - 15%4. Over the last two years, the terms of lending have been
the following: a current rate of interest of 6%, a statutory commission of
1% and a commitment charge of .75% on undisbursed balances. The maximum
amount of ADB or ADF financing, per loan, per country is U.A. L4 million
(formerly U.A. 3 million for ADB). For multinational projects, the limit
is U.A. 8 million for ADB and U.A. 10 million for ADF. 1/

Bank Assistance to ADB

Te We seconded an expert to ADB, Charles McNealy, who functioned for
three years as a special assistant to the President (he returned to the Bank
in January 1974). Secondly, we have established a program for providing on-the-
job training to ADB staff members. In each of the past three years, two loan
officers from the ADB have been attached to our staff. The Bank has also made
staff members available for consultation on particular problems for periods of
a week or two at a time. For example, some assistance has been given in the
public information field and Mr. Fraser was loaned to the ADB to advise on
personnel matters. Mr. Ellsworth Clark (now retired) has been acting as a
consultant in the preparation of the African Development Fund Articles of
Agreement and in the drafting of the ADB's General Loan Conditions. PMWA has
developed close working contacts with the ADB and supplied some guidance within
its area of responsibility, i.e., identification and preparation work. An EDI

seminar on project appraisal has been organized in collaboration with ADB and
is being held in Abidjan.

}/ The ADB unit of account is equivalent to one pre-1971 dollar, and the
ADF unit of account to one Smithsonian dollar.
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Matters that might be raised by Mr. Labidi in his forthcoming visit

Arab Oil Money

8. Mr. Labidi would presumably raise the question of the availabi-
lity of oil money for use by multinational development banks since this is
the principal topic on the agenda of the IDB meeting of regional banks that
he is attending on March 12. Mr. Sakkaf, Director of Operations at the ADB,
has recently visited the Arab League in Cairo to discuss this question and
Mr. Labidi has been visiting the Mahgreb countries before coming to Washington.
Following the declaration adopted in Algiers in November 1973 committing the
Arab countries to reinforce economic and financial collaboration with African
countries, the ADB Board of Directors adopted a declaration in which it
decided "to put the organization and competence of the African Development
Bank at the disposal of brother Arab countries willing to extend aid and
technical assistance to Africa."

Channeling of funds through ADB

9. Another issue is whether the ADB could be used as a channel for
some World Bank resources to Africa. This is technically possible, at least
for IDA funds (Article V, Section 1 of IDA "Articles of Agreement"). At
Nairobi, the Tunisian Governor supported Bank lending to ADB. This proposal has
been made in the past and Mr. Labidi may raise it with you. However, note
that ADB now appears to be obtaining access to national capital markets.

For instance, Austria's Under-Secretary of State announced recently that the
ADB will be granted access to Austria's capital market under specially
favorable conditions. Negotiations are now under way to determine the date
of the ADB's bond placement, which banking circles estimate will be around
300-350 million schillings (g1L,-17 million).

Turning over of IDA projects to ADF

10. It is expected that Mr. Labidi will ask the Bank Group to hand
over to ADF projects in IDA African countries which IDA may be obliged to
postpone at this time., This is a matter which we propose to discuss with
the ADB staff during their visit.

Joint or parallel financing

11. The ADB would also like to find IDA projects which are suited

for some joint or parallel ADF financing. We had some satisfactory co-
financing arrangements in the past with ADB for projects in Somalia, Malawi
and Kenya. A co-financing arrangement has also been worked out recently for
the Sategui-Deressia project in Chad. For the success of such co-financing
arrangements effective channels of communication between the Bank and ADB/ADF



are important at all stages of the project. It seems particularly important
to have joint appraisal missions. If ADF resources are involved, an additional
constraint results from the fact that US and French suppliers are not eligible
for procurement as their countries do not participate in the ADF. As a result
only parallel financing can be organized with each lending agency financing
specific items of a project.

Annual Meetings and Mutual Information

12, A tradition has been established of annual meetings between Bank
and ADB management to review both agencies' lending programs in Africa, and

to discuss areas of possible cooperation. We understand that the ADB would
like to increase these meetings to two a year. This should raise no objection
on our part., The ADB would also appreciate obtaining more detailed informa-
tion on the projects on which PMWA and PMEA do identification or preparation
work than is now provided. The ADB has also expressed the desire to improve
the channels of communication with PMEA.

Rural Development

13, The ADB has expressed interest in the Bank's efforts to define
and initiate a new strategy for rural development. We might seek to collabo-
rate more closely in this area than in other sectors.

Panafrican Telecommunications Network

1. The ADB has promoted the idea of a special fund to finance a
Panafrican Telecommunications Network (PANAFTEL). The total cost of this
project would be approximately U.A. 120 million., We have repeatedly stated
that we are not prepared to contribute to such a special fund, but will
provide assistance on a bilateral basis for elements of the network, More
details on the PANAFTEL project are given in Annex 2, including a recent
letter to Mr, Labidi.

ADB 10th Annual Meeting in Rabat

15. A formal invitation to the 10th Annual Meeting of the African
Development Bank and the lst Annual Meeting of the African Development Fund
(Rabat, July 1-6, 197.) was addressed to you. Mr. Labidi is reported to be
very sensitive to the level of IBRD representation in Rabat and may ask who
will represent the Bank. (In his meeting with Mr. Labidi last October,

Mr. Bell promised to attend the Rabat meeting).



ANNEX 1

African Development Fund

1. Since 1966, the ADB has promoted the idea of setting up a fund
of concessionary resources to assist it in entering priority sectors from
which it had always been debarred because of the "hard" market terms on
which it is reouired to lend its ordinary capital resources. After two
years' intensive negotiations, the Agreement establishing the African
Development Fund (ADF) was signed in Abidjan on November 29, 1972 by the
ADB and by thirteen original State participants. Total cormitments to date
stand at about 90 million U.A. subscribed by the ADB and by Belgium, Brazil,
Canada, Denmark, the Federzl Republic of Germany, Finland, Italy, Japan,
Netherlands, Norway, Spain, Sweden, Switzerland, the United Kingdom and
Yugoslavia. The ADF units o account are equivalent to one Smithsonian

US dollar, The amounts subscribed by each participant are shown in the
attachment to this annex. As of January 25, 197L4, thirteen State partici-
pants, contributing U.A. 77.6 million, have ratified the ADF's Charter.,

2. The ADF Board of Directors will be composed of 1?2 members of which
six directors are to be appointed by ADB from among members of its Board of
Directors, and six by participating countries, Decisions will normally be
taken by a three-fourths majority of total voting power (in ADB by a simple
majority of voting power represented at the meeting). Important cuestions
require an 85% majority (as in the case of replenishment authorization and
cooperative agreements with international organizations) and unanimous
approval for the admission of new state participants.

3. The ADF will provide concessionary financing for projects and
programs to further economic and social development of the ADB's members.
The terms on which it will lend will be the same as those of IDA.
The recipients of ADF financing must be members of the Fund or national,
sub-regional and regional agencies, concerned with their development.
When the borrower is not the ADF member itself, a suitable governmental
or other guarantee will be necessary. Since the financing of the ADF is
concessionary, it will be provided only when the recipient has no other
resources available. It is expected that certain project criteria will be
instituted for ADF funds, e.g., by limiting the use of ADF monies to non-
revenue earning projects. The maximum amount for ADF financing is U.A.
k million per country, per loan, and U.A. 10 million for multinational
projects. The ADF may also provide technical assistance but only on a
reimbursable basis.

L. Procurement for ADF projects will be on the basis of international
competition among suppliers from State participants or members, except when
the Board of Directors determines that international competition would not
be justified. This excludes inter alia, U.S. and French suppliers, as
France and the U.S.A. are not participants in ADF.

5. The ADF has approved a lending program of U.A. 37 million for the
period August 1, 1973 to December 31, 1974. The ADF is expected to gear its
initial operatiocns to giving priority to the improvement of the less favored
ADB member states, particularly the Sshelian countries. Mali and Mauritania
are the first two countries to benefit from ADF resources, receiving between
them some U.A. 4.5 million.



Attachment to ANNEX 1

Subscriptions to ADF

(in Units of Account)

African Development Bank 5,000,000
Befgium 3,000,000
Brazil 2,000,000
Canada 15,000,000
Denmark 5,000,000
Federal Republic of Germany 7,447,630
Finland 2,000,000
Ttaly, 10,000, C00
Japan 15,000,000
Netherlands i4,000, 000
Norway 5,000,000
Spain 2,000,000
Sweden 5,000,000
Switzerland 3,000,000
United Kingdom | 75, 211,420

Yugoslavia 2,000,000
Total 90,659,050

The ADF unit of account is equivalent to one Stithsonian US dollar.
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ANNEX 2
Pan-African Telecommunications Network (PANAFTEL)
Lo The ADB has taken the lead in coordinating telecommunications

development in Africa. The ADB convened in May 1973 and again in Noverber
1973 meetings in Geneva for the purpose of organizing the financing of an
African Telecommunications Scheme (PANAFTEL) elaborated by the International
Telecommunications Union (ITU), the total cost of which would be about U.A.
120 million. The ADB has promoted the idea of a special fund to finance
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