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REPORT OF A PANEL OF EXPERTS

ON THE POSSIBILITIES OF ESTABLISHING

. AN AmI CAN DEVELOPMENT BANK

fi.. ,'ATTENDANCE ARRANGEMENTS AND TERliIS· OF REFERENCE OF THE PANEL

1. The Panel met from 4 to 7 Octc,ber and from 13 to 16 December

1961 in Africa Hall, Ad.dis Ababa.

M. Pierresanner~l·\ .

Ato' Bulch~' Demeksa 11

Ato Taffa:r;~ Deguefe ]J

Present were:

M. Andre Beronie Director adjoint - Banque Nationale
pour le Commerce et llIndustrie
France

Acting Director of Credit and Finance
Ministry of Finanoe, Addis Ababa,

, " Ethiopia

Ex-Governor of the Central Bank of
the UAR

..
Director of Research, Central Bank

of Nigeria .

Acting Governor, State Bank of Ethiopia

Conseiller TechniqueCaissede Dep6t
et Gestion, Rabat, Moroooo .

General Director, Development Bank of
the Cameroon Republic

Econ~mic Adviser to the Government or
Eastern Nigeria

, Banque Nationale pour le Commeroe et
., l'Industrie. France ."

General Manager, The Agricul turaland
Industrial Credit Corporation,

'MonrciVia, Liberia·" ' ..

Director, Service des ~tudes, Banque
Centrale des Etats de L'Afrique de
L'Ouest

General Man~ger Sta.te Bank o~.,~t~opi~,
.Addi s Ababa

Ab~~~'Paleel El ~ary :J!
. ' 'I'

C'.N. Isong:!:JDr.

Dr.

'Ato 'Mena.sseLemma 11
M. I • Mallroug l/ ,

M. F.A. N',Liba - Nguimbous l!

Dr. P1us okigbo (Chairman) 11 '."

M." J. OUdiette·-?J "

Mr. P. ~~~'ence P~;~er 11

, . These experts were attending' in their personal capaci ty and not as

representative s of their" governments.
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The first meeting of the Panel was opened by Mr. Mekki Abbas,

Executive Seoretary of the Economic Oommission for Afrioa and the

secon~~eeting by Mr. Stein Rossen, Director of th~, Resea~chDivisi~n

of EOA', ,in the absenoe oi the Executive Seoretary.

The 'foilowing se~ved ~s offioers for the.Panel:

R.W. Singer 11 Seoretary

A.M. Aoock Y Rapporteur

.2., While opening'the first meeting the Exeoutive Seoretary pointed

out that this Panel of Experts on an Afrioan Development Bank had been

!"oon-if~~ed in 'acoo~danoe with EOA Resolution 27 (III)~dopted at the
.. " 1'_ ' "

third session, which "requests the Executive Seoretary to undertake s.

thorough study :,of the possibilities, of est~blishing'an African deveiop

ment bank and to report to the Commission at its next session" 1.e early... ' ~

in '1962. On the' basis of ,the disoussions of these two meetings and

materi~ a.ssembled by. the Secretariat this report has been prepared for

the f,ourth session of ECA. This, report was approved b;r the' Panel, of,.
" '" \.: ... '.

""." .experts.

3. . The ful'l· text of' Resoluti.an 27 (Ill) is as follows:' . ',.

27 (III)E~tabllsbment of an Afrioan Development Bank

The Eoonomic Oommission for Africa,

Oonsidering the capital needs of the ~frioan States for..
~~..,"

the exeoution of their eoonomiod.evelopment programmes by oonoerted

action ,in the"publio and private 'seotors, , " ,

. 'Believing that suoh aotion requires, in addition to bi

l~teral.: ~:s ,!?ul~ilatera1.,aid, .the availabili ty of long--term eredito at .

low rates of interest"

Believing that an international bank with regional

. ~orr;petenoo limited t'o' Africa ,would meet these requ1:-ements,

, Requests the,ExeoutiveSecretary to unde~take a thorough

study of the possibilities of establishing an Afrioan. development'

bank and to report to the Commission at its next oession.

11 Attended first and seoond meetings of panel.g; Attended first meeting only.
11 Attended the second meeting only.

50th meeting
16 FebruarY 1961.
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4. Working and background papers before the panel were as follows:

,1. Working Paper on the possibilities of Establishing an

Afri.can :Qevelopment :Bank Document E/CN .14/ESD/9.

2.E/m~.14/88, International Eco~omic assistance to Africa.

3. Possible Approaches to Country-~vel Coordination of

Lending, Raymond F. Mikesell.

4. Capital and Capital Supply in Relation to the Development of

Africa South of the Sahara, Leonard Rist.

5. It was not the intention of the panel to reach firm decisions. on

the WC13s in which the proposed Afrioan Development Bank should be

org~zed. There was a general ~eco~rition of the faot that details of

the organization and structure of the proposed Bank should be kept as

flexible ,as possible, at this early stage~ and will have to be re

oonsidered in the, light of subsequent negotiations. Attention was,.

however, drawn to certain !:lain topics, uhich were discussed with a view

to revealing various alternatives, and to drawing up guide lines for

further discussion at the fourth sossion of ECA.

B. FUNCTIONS AND JUSTIFICATION FOR A NEW FINANCIAL INSTITUTION IN AFRICA

6. Before proceeding to discuss the type of organization that might

be established~ it 11'aS agreed that a prior major question to be con

sidered is whether a new institution is noeded at all, for finanoing

the development needn of African countries. Attention was drawn by

the Executive Socretary and othe~'s to a :mde variety of existing and

projected multilateral and bilateral e.gencies as described in the

Secretariat.working paper (E/CN,l4/ESD/9). These bodies are already

making to African countries, quite substantial loans and other payments

of tWQ"main kinds i.e. "hard!! from the capital market and "soft" from
'.1 .....

public sources. While it 'Kas agreed that there are no objective

oriteria for assessing the approp::'iate shares of foreign aid for the

various 're~~ns of the world, it wasc~nsid~red evident that Afri~an
oountrie~'requir~~onsiderablymore investment than they have reoeived

, .'~' I ' "

hitherto 'if their econorr.'.::" growth is to be assured•.
.- .

. . '\ ,
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7. Aness~;r1tial feature, therefore, of a new financing organization,

as pointed oU,t in the ,working paper, \'Touldbe that of Itaddi tionali ty"

i.e • it must be effe,ctive in securing a higher net availability of

funds for Africa, not merely the substitution of one source of funds

for another. In the Working Paper it was made clear that additionality

might be secured both through lower servicing charges for loans as well

as through increased lending. It was agreed that a suitable financing

inst~tution for Africa could be instrumental in a~traotingad~tional

outside investment if effioiently organi zed and managed. Its effective

ness in this respect would probably depend in large measure on its
" .

sucoess in marshall~ng directly or indirectly capital from within

Africa itself as evidence of self-help. The success of the Inter

American Development Bank was quoted in support of oreating a new

regional body despite the prior existence of international and national

financing agencies.

8. It was recognized that another contribution to be expected from

a new African financing organization is that it should perform speci

fic fUnctions not already performed by existing international or

national financial agencies • The Working Paper listed seven such gaps ~ I
. 1.11

severa~ of which are of a supra-national character, either s~b~reg~ona

or regional.lI In view of the importance of close oooperati,on between

Afrioan countries e.g. in river basin development, education and,

training schemes, markets for industries, and transport projects to

promote intra-regional trade.

9. Considerable stress was laid during the 'debates on the need. for ,

this type of coordinai·1on not only of supra-national projects but

also of national development programmes. It was pointed out that. EOA

Resolution· 27, (TII) in. its first paragraph refers' to capital needs

for the: execution' of "economio development programmes by conc.erted

aotion.~ The emphasis of most existing financing agencies is on well·

formula.ted projects, which meet certain standards, of credit worthipess.

1/ In RC~ usage regional refers to the whole of.Afrioa, sub-regional to
a brv~p of neighbouring countries e.g. West Africa, Central Afrioa,
East Africa and Nahreb.
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This concentration' on projects in individual countries may lead to lack

of regional coordination and duplication e.g. cement factories may be

sponsQred simul'taneously in two or more' neighbouring cou.ntries,· although

the market may justif;;" only .one for the sub-region•. There is need,

therefore,. for a coordinating bo~ which oan compare national'''programmes,

not only at the stage when projects are actually formulated, but at a

prior stage ..[hen they are still under oonsideration.· An African body,

it 'l'ras ·cc;mside:red, would inspire more confidence as a clearing house

for thifj confi~ential confrontation of pre1.iminaryprogrammes than

would .an outside bo~. Collaboration might be arra17ed wi thECA'

perhaps .through its proposed Development Institute .1 It was further'

fluggested that, in· the case of projects affecting several countries, a'

regional financing insiii tution could also arrange for joint financing

frojll the countrias concerned.:'

10. By virtuoof its intimate knowledge of current and prospective

d.evelopment programmes a regional body COUld· also be instrurilental in

.revealingtp outside fina.ncing 'agencies ,new opportunities for invest

mept. It. might, in adp.i tion, assist· .in .formulating such opportunities

i!l:to ,sound p;rp:jsctf3,. The. Panel oonsidered this· to' be an important matter

of this' stage., In;.these~ two ways it would perf'orm a oonstruotive role

in attracLing addi tio!\alpapiiial' a.-role 'which would be sounder and:

more: effectivs tha.n prpsf?ure: or poll.tical "lobbying". Another 'related

contribution. rTould be .that.. of simplifying .relationships with sources of
J•• ~. .., . ~ - • .

capi tal, ;)J.().t.h , the ~.apit~J.~ ma~ket. and, publio sources, and' of. providing

liaison with both external and national 'agemoies~ .. A regional institution

associated with African problems would also be able to present the

problems of the region in the most acceptable way to existing financial

insti tutions fo~ loans cnd grants.

YSee Document E!CN.l.4!128. This "Tas not available to the Panol.

(
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11. Another impor-Vant-function, not at present'.performed by existing

financial ag.enoies, which .was discussed by the panel, was that:?of

guarante,eing government loans for development purposes. This problem;'

has ~eoome of increasing importance recently as a result of the

indepondenoe of many countries, whose loans were formerly guarantead by

the metropo;l.i tan governments. Thi s was considered by the panel to be a.

proper funotion for. a regional financing body, whioh might, for example

support loans from other agenoies by itself providing supplementar,r

loans. ' Attenti.~n,.was also deVoted by the panel to the related function

of guaranteeing private capi tal. I t was ,no t consi dered reali s tic,

howevert at least in the initial stages of a new finanoing body, for it

to IJrovide guarantees against nationalization and other poli tioal risks.

But by. strategio timing of its own investment suoh a body might be able

to help in restoring oonfidenoe and forestalling a flight of capital,

though the latter appeared to be more the funotion of national central

banks: and exchange oont~ols.

12. Consider~tion was also given to' the faot that oapi tal investment for

newdeve~opment sometimes creates: problems of ourrent expenditure e.g.

for maintep.anoe of roads, for teaohers in new sohools, eto.. If oertain

long term',social expenditure, e.g. on eduoation, oould be olassified

where appropriate as development expenditure and finanoed from special

project,contributions or grants it would greatly improve the present

si tuation. A regional financing institution oouid assist in this kind

of financing, either through its own operations, or by ohannelling

.grants from_ other· aid-giving bodies.
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13. I~ conolusion therefore the panel considered that a new African

financing institution oould be justified to perform a variety of

activi ties not all of whioh are at present performed by any existing.

agenoy.

c. TEE TYPE OF NEW FINANCING INSTITUTION

14. The s eoond main question considered by the panel was that of the

type of new financing insti tut~on necessary to attraot a suffioient

volume of addi. tional funds, to use the finanoe effectively for. eoonomio

development, for long term social programmes and for supra-national,

projects, to provide liaison wi th existing lending agencies and to pe~

form the various other tasks outlined in section B above.

15. The Executive Secretary pointed out that ECA Resolution 27 (In)
"

speci~i~ally mentions an "African development bank" to provide "oa}?i tal:

needs of the African ,States for the execution of their economic develop

ment programmes by concerted action in the public and private seotors

by long-term credits at low rates of interest in addition to bilateral

and,mult~-lateral aid." He asked the Panel to examine this definition

first and only after careful examination to propose alternatives, with

indications of why modifications are proposed.

16. Tlle Panel agreed that. the kind of ins ti tution and the funotions

described in the resolution woulJ. be valuable. Such a body, if set up,

would r~semble a regional version of the International Development

Association (IDA} and woul d make llsoft lt loans i.e. vd th ea~y,?Qnditions

of repayment and lO~ or negligible rates of interest, which must be

financed from pUblic non-commeroial souroes. However, practical diffi

cul ties were foreseen i~ attempting to create such a body as an initial

step. In the first place it would not be possible to raise the necessary

funds through normal banking prooedures; in other words it would be

difficult to establish a 'bank' as called for by the Resolution to

carry out the soft loan operations described in the Resolution. Recourse

to the ID! donors for an ID.~-type body limited to one region might not

be favourably regarded a~d the proposal would become more a poli tial

matter< than a banking one.
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17. It was generally agreed that it would be preferab.le __in prac.t;i.<;e to

advocate thec'reation of ~nf) or more institutions to handle. commercial
. ,:', .

as ..,ell as non-commercial activitios. In support of this it was ;poirlted

out that "1l'though the _condi tions of repayment of the "soft" IDA leans are
~ .

different from those of the "hard" D3RD loans, the IDA itself had only

been P9ssiblebecauseit employs the.: experienced IBRD staff 'and the: .

accepted standards of· so18ction and scrutiny of projects of the IBRrI •.
Secondly.. the Inter. American·' Developrcent· Bank resembles in structure·a·· i

combination of the IBRD and IDA with commercial and non-commercial

operations, with the. furthor addi tion,:of grants for social projects.

In the absence of a sound banking framework backed by commercial

experience and accopted banking standards 'i t would be very . difficult

toselJ.ure the .necossary capi tal- and to inspire ade,!uate confidence,

pa~ticularly as it is apparent ·thatasubstantial part of the money

wouldchave to be contributed from outside Africa if the proposed

insti tution is. to operate on a,. satisfactory ·scale.

18. Various types of orGanization were considered,' including a oommerci~

bank, a board or agency for ",.pproaching existing financinginsti tutions,

a board to coordinate national institutions and a fund for-distributing'

grants. In order to carry out· the tasks outlined in section B above

i \ would be necessary to llavoa _combination of these, support.d by

technical. staff able to ana:lysc and formulate. projects and advise on

the '- coordination of nat:j.one.l cl.13ve16pment plans. : Rather ;than proposing

a number of ,;imrtit:tr(j~c::w, j. t "\Tas considerecl by.the.- Panel preferable

to combine these- variou!3 functionsi:1 a 31ngle~t'body to be called a

"bank" with a flex:;i:ble constitu:~ion..

Such an.institution ~~uld tner0fore combine

.. .' .

(a)

(b)

(c)

( d)

(e)

"Hard!!, ccm:loro~"al cp'3rations

'1Soft", non-co;:Jmerci::11 10~ns

Thedi s:tr:hb'\rtion Of> g:~u.nts

Support 'fol,' pre-investm:Eint. cxpendi t1ires

'A,gua~antorfunctionfor .loans from other sources.

:: ...

"", ~

Such a structuro woulcL ha-ve mar1;'l si:llilari ties with that 'of the Inter'

Amerioan Developmerl"t 132!21.("
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D. THE SCALE OF CONTRIBUTIONS

19 V~r?-,ous fa.otQrs; were considered' by the Panel as 'an indication of

thes?ale.. of: pperations necessary to make a ~6rth-whiie contribution

to development of: the region and the' likely' level of avaiiable resources.

It was noted that the Inter American Development Bank has an.effect±to

capital of about $ 800 million over 5 years (excluding Allianoe for'

Frogres'sgrants) for it re'gion ~i th 'a similar' totalPop,~lat~on to t~at.
of Africa•. Of :this, about $ '500 million is derived from Latin iAnl,erioan

sources. :As the nati'onal income of: Af:rica is much lower' than that of

Latin America; the cbrttribution' of'a similar percentage o'f;' national

'inoome' would supply $ '150 to $ 200 million over 5 y~ars. '

20. $' 40 millibna year or' $" 200 inillion 'i:n 5 y.eara. might therefore."

represent the level of: contrib1i:tion that Af:rioan countries might ,be. .. ,. "

able to' subscribe to the oapital of: the Bank. It was noted that. this
. " :," .

would be oonsiderabl'y less than the amnial oapi tal of IAD:S,.;IDA and. .c,

FEDOM (EEC development 'F~d) all of ~hich hav~ betwee~'$ i5Q.and;8 :200;
.' . .' . . . ~.

million annually•. It was 'also estimated very roughly, ~hata modest

development pro~amme for A:t:rioa, i~cluding e.g. 10 river basin projeots,

mig~-require an investment by the"Bank of roughly $ 1 billion in 5 ,
,yearai·.e. about '$ '200 million a year. or 5 f:old the level of: the

"Afrioan oontribution. Outside "c~ntributions might therefore have.to

be about four times theAfricarioontributionto the sha;~ capital in

order-to permit a modest scale 'of opera"tions. The P~nel considered

theseoverallfigtires reasonable and 'aooeptable as a first step.

a. More. detailed.' consideration was then given to the Af:rioan sub

soription of share: oapi tal ~ $ 40 million a year would represent

about t per oent of: the national iriooineof: Afrioa inclu~ng the non

monetized seotor and should impose no undue burden on the continent as

a Whole. If spread'd-ver the 40 'c6untries ~nd tarri tories of: Afrioa,

it would represent $'~i' million pe~o~untry'~' If: all mem:t>ers .o~ :,the
B"..'~··' t' h '. , ',':... I" . 'w'{.£houtdisorimination and weighted

Uo.lJ.L\, are 0 ave' anequa vo~oe,..., '.. .
voting i't ····ht b"; 'ary" ""'or ali members to oontrib.ute the same, mg e necess .I. " . '..

lth I this oase $ 1 million aamount irrespective of: size and wea • n . .', . '.

year might be a oons:ider'able"b~de~ ini ti~ly;-'f:or CJ.eft.~,n very
small "t i '. :t'i"'~ '-':'1' '1"" if: reqUired :i~ ~onvertible f:orm (see para-coun res, par cu ar y " ','

graph 30).
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Vlhon the AD] was fully oporating, however, with a largo outs'ide

contribution, mo.st individual African countries would be receiving
•• • > • • • ~ ~ • ". •

more than they were contributing.

3., .~OURCES AND NATURE OF FUNDS

22~ 'As' has been mentioned in section C above, ECA Resolution 27 (Ill)

refers to an international bank with regional competence limited to '

" Ai'rica and also to an "African" development bank. It is not clear from

the Resolution how these two definitions are to be related to each

other, but the Panel has stressed that as large an Afrioan contribution

as possible would be neo~ssary to give the Bank an African oharaoter

and' to give evi denc'eof self-help • Nevertheless it is expected that,

for the Bank to be effective, it would have to attract considerable

outside finance largely from public sources. At present the main

exMrnal·:f'inanciai support for a number of African states is derived

from France, and the UK under bilateral arrangements. Referenoe was '

also made to the ~ossibility 'of further bilateral aid and investment

,from 'additional countries'in America, Europe and Asia. Multilater~l

agencies may in addition be expected, with the growth of, IDA ac~ivi ties,

to offer a greater'variety of contributions, with ~,inoreased,proportion

of "soft" loans. Further eipansion is also possible in future e.g.

through the much-discussed. Uni ted Nations Capi tal ,Development, Fund.

23. In Order to discharge the five main ~ctions outlined in para

graph 18 ab'ove, the Panel considered that the African: Development

Bank might seek funds of the following general types:

(i) SUbscriptions largely from African states to the share

oapi tal.

"(ii) Contributions from Afrioan and non-Afrioan sources for

tlie general purpos~ loans of th~ .Bank.
. ~ :

(1ii) Contributions from'African and n~n-Afrioan ~ources for

spe'cial purposes to be settled between the Bank and the

contributors.

'( iv) Funds for ad hoc projects from miscellaneous ~ou,rces under
" condi tions to' be settled b~,tween the Bank and the

.' ,-.'

contributors.
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In ~raotioe it was thought that money of' types (ii), (iii),'and,,:,i

.(iv) would be deri:e,d mainly from external souroes, but that 'sp~oial

efforts s~ou1d be m~,de to attract Afrioan contributions. It will be '

olear from what foll0"rs that the f'our categories of funds listed 'above'

should be interrelated from the beginning and should as far ~s possible

be seoured simultaneously. This might take the form of negotia.ted

pr~ommitmentB of funds from the various potential subscribers and

oontributors.

24,. To be oonsistent with Resolution e.7 (III) and the spirit that had

insp.ired it, and to perform some of the confidential tasks defined

under seQt.~on :B "above, this institution should have an essentially

lliioan ~~arq~ter. To ensure this African ownership and oontrol the

Panel oonsidered restrioting the share capi tal to African states. It

:'~~'lfOWld, however, t~a,t, this ,would lead to extremely complioated

arr~emen1;p, if non-Afri,oan;contributors were to be given the degree
. . ,'.' . .. . .

of ,pru'tioipation ,i~ management and handling of the funds that theY'
. - '.',:' .

would probabl;r require, if' they are to oontribute on an adequate soale

to mak'e the :Bank eff~o'tive (£lee paragraph 38). The Panel agreed, there

fore, ~ha1i ,oonsideration should be given to inoluding non-Af"rioan govern

'lll.en:es ,as share-holders wi th limi tl3d voting rights" Their actual level

of partioipatio~ might be asoertained in subsequent negotiations. If"
t . • .. . .

it proved feasible to issue shares to l107:l-African governments in order
t··· . -

.to a1traot a greater volume of share capita1 7 th'3 Panel suggested the

oreation of separate categories of' oapital~ e.go Category A for Afrioan

••members and Categor;y :B shares wi ~h more limited voting rights for non

Afrioan members. The Panel suggosted that at least half the total

share oapital might be in A Category share:J and the rest in :B Category.

25. Sep¥ate attention was' given to the possibility that intern~tio~al

Organizations such as .J:he Uni tad Nations ~ the International Bank and

-~e,Intern~tionalFinance corpo~ation might also oontribute to the

sh~e,O~~i~al of the Bank~ It wasoonsidered that such sUbsoript1on~..' '. . '.'~

would not detract from the essentially Afrioan character of, the pro-:".

posed Bank in the same degree as national"" non'-:'.A.:frioan contribUtions,'

sinoe Afrioan countries are IDEJmb,ars of these bodies. The Panel realized.
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that the existing statutes an~:structure of international finanoial

organizations pz:event them from taking up shares of the proposed Bank.

Apart frolll subE!cribing to the share ,capital, the contribution of'inter

national organi zations to the capi tal resouroes' from the, ,beginning

would~e, essential to the successful establishment of the proposed

Bank. In the O,ase of the IBRD a willingness to oooperate in the same

way as in the case of several ne.tional financial inati tutions, of

developme.nt banking nature woul,1- be appropriate. The Panel oonsidered

also that, 6upp,~rt might take ~lihe form of a oall by ,the Uni tell Nations'

to member countries to ooop3't'ata vith and support the proposed Bank. '

26. SUbsoriptis:m pf share capi ·tal by private individuals ·or ·bodies"
~. : .

both Af:t;ioan and .o~liher, was consid.ered, but it was pointed out that

suoh subsor;\.ptions oould not be antioipated in view of: the non-:-proi'i t ',:
.' I • .'. '. •

making ~ture of the E:Jqui ~jY investments in the capi t.al of the :Banlc,

that pr~vate inv~estment 'Would. b3 mor3 ad,\rantageous in national projects

and th<;Lt private participa'ticn 1'1oula. complioat3 :voting .prooedures.

P;dyate individuals an.d boCl.ios mi.S;':d; ra.ther ,dsh to b~ bonds of the'

Afr;ioan Development Ba:nk; take par-~ in projects of the Bank, or buy .

securities ,from .its,po:t:tfolio~

27 •. The .Paneldiscu;/?oed variou3 bases upon which the share oapital

subsoriptions of African governmants might be assessed. These inoludfd.

an equal SUbscription from each metiber irrespective of size and wealth,

a. J~opula:tion bas~s, and e. basir; ia accordance with the United NatioM,

IBR:q or ;LMF scale of oontributions Le. related to national inoome, but

no general oonolusion was rea.ohe~o

28,. ,In addition to $ha:;:e capital subscribed by governments, other Mri~

funds.: might be mobili zed e. g.., t1u'ough the sale of bonds of the Bank or

of seourities of the enterprises supportEld by the Bank. This might: :

also he:tP to foster oapi tal· ma.rk/'3ts in oountries. of the regi~:m.«J,oint

arrangem~nts.. mighi; be made wi th ::~a..tiQnal banks •. -.. It was pointed: out .'

thati,f the oountries ..of :bhe region are not pre:t>ared to make the neottS

sary ~acrifioes,to provide a Ininimum of finanoing to start the Bank

tQ,ere ,is little hope of sucoess Q ., '"



29. Tur~ to external sources of financing, the third session of ECA

had expressed a strong preferenoe for multilateral assistanoe and at

the UN it has often been agreed that a higher proportion of additional'

oontributions should be made through multilateral institutions. It

was noted by the Panel that there may be a tendency for a shift in

this direotion. For example the U.S. is using the Inter Amerioan

Development Bank to distribute prenous bilateral aid to Latin Amerioan

oountries. On the part of some multilateral agenoies there is also

a growing tendenoy to ohannel aid through looal development banks.

The IBRD, for example, does this and the African Development Bank

might be such a ohannel, al ternati vely the Il3RD, the IFC, the IDA and

the Afrioan Development 'Bank (ADB) might link their operations to

f'inanoe related projeots. The Development Fund of the EEC oould

similarly be enoouraged to use a new: single point of oontaot. Bonds

of' the ADl3 might also be sold outside Afrioa as well as internally.

Another potential source would be from large foreign oompanies operatiJlg

in Afrioa which could have an interest in promoting development and

might be prepared to invest in an African Development Bank.

30. The question of the convertibility of SUbscriptions was also dis

oussed by the Panel. It was agreed that 50% of the subscriptions

should be made in gold and convertible currency; this percentage would.

apply to eaoh of the annual instalments by which it is pictured the

sUbsoriptions would be paid over the five years. The other half of

eaoh annual instalment would be made in local currenoy. The suggestion

was mr.l.de that the Bank should have the ri ght, at the end of the five

year period, to request the conversion of up to one half of the looal

ourrency subsoriptions into the currencies needed by the Bank. Since

the Bank probably would have most of its total resources in the form ot

sUPPlementary loans or grants from outside Africa (whioh would normally

be oonvertible or at least in the currenoies needed by the Bank), the

Mn-oonvertible sha.re subsoriptions would be only a small proportion

of' the total resources of the 'Bank. Thus the neoessary flerlbili ty

of the Bank would be safeguarded. The Panel noted that in the case of
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"

the IADB also 50% of the basic capi tal subsoribed by Latin .Amerioan

countries ls iil gold and convertible ourrenoy. The looal ourrenoy

oontributions would be available to the Bank for its looal expenses

a~d also for covering looal oost of assisted projeots in those

exoeptional oases where the Bank does not limit its support to the

foreign ~~change cost ofprojeots.

F. ORGANIZATION AND MANAGEMENT

31., When discussing the type of new finanoial institution in seotion C

above 'the Panel had agreed that the best w~ to reconoile the aspira.tion

for an "Afrioan" development bank, "with the praotioal need to seoure

suffioie~t external funds from international souroes was to arran~

the share capital of the Bank in suoha 'way thatat'least:'5OJ' of the

share oapi tal is to be subscribed by Afrioan states the rest is to bo

left open for subsoriptions from outside Afrioa. The non-Afrioan

~, subsoriptions would be in B Category Shares and 'WOuldgive less voting

power so, as ,to "leave a substantial llrioan majority in ownership and

oontrol. An al ternative was to" oonfine full' membership and nwnership

of the'Bank to the governments of Afrioa-n"states, who would subsoribe

the share oap1 ta.l. Under either arrangement steps should be taken to

at-traot additional contributions for hard and soft loans and grants

from as wide a range as possible of publio and private donors, external

to Africa as well as internal. I t was agreed that the suooeEl8 or failure

in: attracting outside oontributions lrould depend in large measure on

the: organization and management adopted and the type and degree of

oontrol exercised over the use of the funds. The importance of oom

meroial banking experienoe and high teohnioal standards of management

was stressed.

32. A main preocoupation of the third session of ECA was that 'forei'gn
aid should be free from t1'stri'ri.gs tl • The Panel interpreted I1 s ti-iiig-S" to'
mee:n oondi,tions such as military ba.ses and poli tioaJ. alignment'a.nd not'

as inolUding f.he ,arrangements and conditions needed 'to ensure good

management and proper handling of the money.
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;3. Reccedzing that external contributions might be linked with manage

ment rights or conditions, the Panel considered the possibility of

defining marlmum and mini'JlUlIl conditions acceptable to both donors and

reoipients, but concluded that these would have to be negotiated

direotly w.l th the, partios' c~mcorned
;'"

34. The P~pel was reminded ~hat in normal banking operations the major

contributors have a controlling voioe. The principle of proportionate

voting is also adopted in the !ERD and the IDA. The IAlJ.B has two forms
. .

of oontro:l;" proportionate voting for its hard and soft loan operations
"0:, .

and a syst~m of direct agreQm~nts for grants and sooial projects. If the

prinoiple of proportionate voting were to be applied to the Afrioan

DevelopmentBank ~.: i twould probably result in ~ measure external oontrol,

whioh might be considered as inoonsistent with the Afrioan oharaoter

exP~~s~'~d in :SOA Resolution :27 (HI). If given adequa.te safeguards,

however, donors woul d not neoessa.rily demand a voioe oommensurate with

their' contributio~s but might be satisfiod wi th a less tha.n proportionate

voioe ori the controlling bodies ~

35. As' for th~r organiza.tional st.ructure of the Bank, . a number ofsugges

tions were considered. There should be a Board of Go";'"ernors whioh would

be predominantly Afrioan but would also include the non':"Urioan sub':'

scribers to' the share capita.l (oategoryB"' shares). There might be

approximately'· 40 African and 10 non-Afrioan subsoribing oountries.

Next, there would be a smalll"lr Board' of Direotors (perhaps 14 ..:. 18)

which would be similar in composi tion. Specifio types of funds and

operations might be adminis·terad by special committe~s the' composition

ofwhioh o6uld be adjusted to the requirements of each oase.

36. It was" suggested that in' the interests of coordinating finanoial ,

planning and development banking in the "region, the oompEltent Ministers "

should:}i!leet onoe evsry two or three years"

31. A proposal regarding the voting' power on

to be accorded to the Afrioal:. and non-Afrioan

latter should be limited to 20 - 25 per' cento

'Totes, represented by Afrioan' members might" be

several a.l ternative ays tamsr
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1. Each African member should have equal voting power and

subscribe an equal amount.
2. Each African member should have equal voting power, but

contributions might be determined by 'such criteria as

size and wealth.
3. If parity voting is not considered necessary, voting

might be related to contribution in a manner which'

combines elements of equal voting and voting 'proportionate

contribution. Thus each country might have a bagic number

of votes equivalent to a minimum subscription. 'For eacl

20 per cent over the minimum subscription it would receive

an addi t'ional 10 par cent of votes. ."

38. In case the .share capital should be confined to African sUbscri~er.s,

an arrangement that was suggested to the Panel was that there might be

different tiers or levels of management for the different categories of

funds. Referring to the four tyPes of funds listed in paragraph 23

above, the share capital (i) and the contributions for general purpose

loans.(ii) on· the one hand might be managed separately from the special

purpose contributions and grants, (iii) and ad hoc funds (iv) on the

other h?Ud. The latter group might be subject to special agroemonts

between the donors and the Bank. In the management of the general

purpose resources there might for example be two or more boards.

Aocorcling:. to one view the outside donors might be represented in poliOY.

decisions made by a Board of Governors, leaving management in the hands

of a purely African Board of Directors. An alternative view was that

non-African contributors· would be represented on the Board of. Direotors •

Still another view was that all non-Afrioan contributors might form ~

a.dvisory body, which would indirectly participate in .the management

of the Bank. The arrangements described in this paragraph are, however,

oomplicated and the Panel expressed its preference for the previously

described system resulting from non-African participation in the share

capital of the Bank.
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39~.J~ 'll~s previou.sly been :prop~~ad that in addition to the subsoriptio.n

of aro~,a. /$ :290 ~illio~ .by Afri()anmem1?ers there .shou14 be a further sub

sari~~~~n.by.non-AfrioaJ1members , of, nategory B s~ares with .less voting,

power. 1;t "wf+s s~)lgge.sted that these ...n<;m-Afrioan sUb;scr.~ptions might

amount to a !Jlaxi,mum of, anoth~r $ 200 million. T,his ,should not a:1l0w

for a larger number of !lon-Afrioan members of the Board of ,Governors

than ,on~ quarter?r one :t;i.fth of the ,total membership.

40. The" question was raised of the, polioy to be adopted towards outside,. .... '. .. . . . . '. ' .

~o~rtrib~~.ors.. Vho might wi,sh ~o earmark their individual contributioI).s as,

to _th,eir enq. use., I t was agreed th9- t goneral purp ose ()apital' woulq.:. . . ~, -.

have, ,to. ,Qe ~~~,od but spo()ial: purp~se funds might be subj~ct to, bi- ),

lateral agreements ,owi th, the Bank. .is a general prinoiple of management

the Bank itself should conduct the n~oessary determination of, oredi t

worthin~8s, ~n~ the e~i;l.lation of' the ueo of 10a::'1s and grants.

41. Refe~eno~ was made,to,the.probable 9-ifficulty of seouring,suitably.,.

trained and,experit;mced staff 'of the propGr calibro, pertiou;J.arly;i.n

the init~alphas~s .of an Afrioa!). Developmont Bank. T:z::aining, qf ()ar~

fully sE!leot~d pers.onnel would ba an important feature ~f its activities.

Itcwa~r~oted that in, th,ecase of the I.A:DB about ,2/3 of the staff are
, > .. -. '.. .'

Lat~n An)~~i..can,. t~,e rest being,pf US and non-Americml nationality.

G. NA'i'TJltE ,OF INv"2STMDNTS

42. Th ' 'b 12'm2' ted 2'n the 'distribution of itse proposed Bank should not e
'arid'

investments :asb'etween loans, ecrui typarticipation in risk capital,

possibly-such intermodiary forms';of investment 'as may be appropriate

to s'peoifici'requirements. 'The Panel oonsiderod~ however, that the

~ :, ;
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;'ecitii ty 'investments of the Bank should not exceed a limited proportion;

-perhapeF20':to 2%, of its totaloutstandirtg ;investin~nts. A higher

proportion, it was felt, might involve excessive risks for the Bank,
and might also :make 'it difffcul t to sell the bonds of the Bank to

African 'and non-African institutio~s and other investors. The Pa.nel

further 60nsidered that the equity holdings of the Bank in any

individual project or enterprise should not exceed a minority limit,

say' 20 to, '25% of the total equi ty capi tal of the enterpri se. The

equity holdings would be, open ,for sale by the Bank to governments, publ1e

or private institutions and investors. In this way, the equity invest

ments would consti tute a revolving fund, .' and the Bank would be able 'to

replenish'its resources. The loan portfolio of the Bank w01,ild'equally be
open to"sale to interested investors~

43. The Bank ooUld invest or make loans to any kind of projeot or'·

ente~~iBe, whether governmentai, other publio, mixed or private.

The Panel: di'd not o'onsider that any limitation should be' plaoed on

the pr'oportion of 'tne Bank's funds to be committed to the publio;

~rivate' or mixed'categories of projects. Where the Bank lends to,

or invests in private entities,' the approval of the govornment oonoerned

should be req,uired~ In the case of regional or sub-regional projeots,

affecting several countries, the approval of all governments conoerne~

shouldbe;~~uired,., The most desirable arrangement would be for the

pro,j,ects ,asl?isted ?y the Bank to be approved by gO"\Ternments not only

on an ad.hoc basis, bu,t for them to be part of the development plans

or progr~mes~:f:' the country. In additionuto the neoessary government

appro'lal, the Bank may also require the guarantee of the government of

governments concorned where the circumstanoes of the case make this

desirable in the Bank's judgemont. The approval by governments would

also be taken to imply the allooation of the necessary foreign exohange
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required. to pay interest and dividends on the Bank l s loans and invest

ments in the currency specified in the agroement.

44. In the normal case, the Bank would limit its assistance to, the

foreign exchange cost: of- projects, but in special cases the Bank would

also be authorized to cover part of tha local costs. In no case would

the Barik cover moro than part of the cost of an assisted project. The

loans and. investments of the Bank would normally be given in respect

of specific projects, but'this limitation 'liould not apply to special

purpo'se contributions or funds administered in trust by the Bank by ,

special agreement lTi th the contributors •

.. ,' ... '.

45. The,B,ank .roul,d have it as one of i t~ purposes to assist and stren-
" .'. .

gthen n~tjonal develC?pment, banks and similar institutions,' and to

complemen~, t~~ir activi,~i~S·. In giving effect to this, the Bank should:

help to establish .nationald()\.-el(.,pm~ntbanks, offer its assistance to

them and ip. a,pprop;i~tc cases act as ~hannel, for instance in relation .", ' , ' ;. ' :.:: . . , .

to external sources of finance. Recipr~callY, the natJ. onal banks would

alsp, act as local agents of the .~frican J)evelopment Bank, and serve
. I". . :',-'l r- ' •

in app;rOpriate cases, as the .channel of distribution for its loans and

investments.

46. The Afrioan Dovelopn~n~ Bank would normally limit i tself ~o large-'

scale leans and inve~ tments, ;;.:':ld the Panel considers that a floor level

shoUld be determined in this connection. This floor level would, how

ever, be different for differont countries, different types of projeots

ana. different types offurids and would be fi~ed by agreement with eaoh.

government concerned., :tnvestnents' and loans below this level would

normally be left to' nationaldeve:lopment banks. Where it seems desirable

that the Afrioan Development Bank should assist with such smaller loans

Or investments, it shou.l'd normallY use ·the national development banks

as a chatinel-o~"distributicin where-ver such a national bank ensts.

The Af'rican DevelollmentBank could alsO, in appropriate cases, join

the national development banks or ,similar institutions in assisting

the same project. The loans and investments of the Afrioan Development
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Bank. should,';)e open, to national development banks :t:t?r, pa~i;icipation,

or for subsequent purcha;.;~. The Panel visualized the Ba,nk1s relation,

with national d~yelopment banks as one, of close a~d intimate collabora

tion in all r03pects.

47. The Panel also considered the relations of the Bank with commeroial

banks op0.::ating in Africa, Again tile relation should be one of oomple

mentarity, not of competition. The loans and investments of the Batik

shouldbe:.: limi teo. to long-term financing; they should thus not compete

wi th the' shorter--term financing which is the field of the commercial

banks. The commorcial banks would be invi ted to buy the bonds of· the

African Development ;Bal",$, or to i buy th,~ securities in i,ts portfolio.

Commercial banks could also participate in the loans of the African

Develo:pril~nt'B~nl:;;pa.rti~ul·arlY· by 'taking over the early maturi ties. '

The proj6~~s ~nd' 'di/v(li6pihen~t~1' e.ctivi ties initiated by the Afrioan

Development Bank"\iould ne.turaj:i~ create an ~dditi~nai demand for the

servic~s !~f co;m~rcial banks,' and should thus help to strengthen the
" ,

commercial banking system in Afrfca~

48. The Panel'also noted thG plans 'for an African Development Institute.

Such an J~S~itut0 could;~~ricer valuabie services to the proposed Bank

in training" and researchc :ifJih~' precise rela:tion of the two' insti tutions

should be examined when their outline and functions had become more

definite in'both' C~GOS~

J. FURTHER ACTION
;.. ,,', .

49.· The Panel. wished to adv-iso the Executive Secretary.that it was aware

of the difficul tieD in "vhe way of creat:Lng an African Development Bank,

but that.evc~r effortohouldbe made to remove these and p~oceed with

the establir.h::lOl1t of ~"i:H3 Eo.r.k. The Panel had considered various

alternatives ,and 1d.shod that its views should be brought ,before the

Economic CommissiO::1 f;:;r Africa. The cQntributicn of funds and many

problems relateQ to the org~zatiJn and operation of such a bank .would

require detailod. in~13stigc:'tion.•

. , '.; ....




