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During 2008 the Bank continued to implement reforms to scale up its development effectiveness at both institutional and operational 
levels. Furthermore, in alignment with its Medium Term Strategy 2008–2012, it intensified the selectivity of its operations, by target-
ing infrastructure, the private sector, governance, and regional integration. Other focal areas included agriculture and food security, 
social and human development, gender mainstreaming, environmental sustainability, and support to middle-income countries (MICs) 
and fragile states. This chapter also reviews the Bank’s resource mobilization activities and collaboration with development partners 
in furtherance of the principles of the Paris Declaration on Aid Effectiveness.

INTRODUCTION

The Bank’s overarching mission of poverty 
reduction and sustainable economic growth 
for its RMCs continued to guide Bank Group 
operations throughout 2008. However, dur-
ing the year 3 global crises – namely, the 
food crisis, high volatility in the price of crude 
oil, and the international financial turmoil – 
seriously impacted the macroeconomic situa-
tion in Africa, requiring an effective and swift 
response from the Bank Group. 

Although the price of crude oil had stabilized 
by year-end, at a third of the 2008 peak of 
over US$ 140 (UA 91) per barrel, the credit 
crunch continued to pose a serious threat 
to growth worldwide. From Africa’s perspec-
tive, spillover effects could take the form of 
reduced demand for Africa’s exports, plus a 
reduction in foreign aid, trade credits, and 
FDI. In addition, the economic slowdown in 
the OECD countries will pose a threat to the 
growth performance and poverty reduction 
achieved in Africa over the past 10 years. 
Moreover, the impact of the food crisis on 
Africa is forcing a re-examination of the per-
formance and potential of the agricultural 
sector to address poverty and malnutrition 
in the short term, and to ensure sustainable 
food security in the long term. 

All these global macroeconomic issues affect 
the strategic thrust of the Bank Group and the 
prioritization of its operational resources for 
maximum impact. In this respect, the Bank 
Group approved its Medium-Term Strategy 
(2008–2012) in late 2008, based on lessons 
learned and extensive consultations with its 
many and diverse shareholders throughout 

the year. The Strategy aims to equip the Bank 
with a framework to respond to the more 
stringent international credit conditions, cou-
pled with a rapidly evolving international aid 
architecture. The Bank will increase selectivity, 
with a particular operational focus on infra-
structure, the private sector, governance, and 
higher education. In this context, there will 
be increased engagement in and support for 
regional integration, middle-income countries, 
fragile states, and agriculture. Knowledge 
generation, climate change, and gender will 
be mainstreamed into all the Bank Group’s 
operations. The broad agenda will be one of 
quality assurance, a greater focus on deliv-
ery, measuring development results (through 
targets and indicators), improving portfolio 
quality, and accelerating implementation. 

In order to leverage its limited resources and 
to scale up the development impact of its 
operations, during 2008 the Bank contin-
ued to pursue strategic initiatives in con-
cert with its development partners. These 
include Harmonization, Alignment, and 
Managing for Results (HA & MfR); the 
Water Initiatives; the New Partnership for 
Africa’s Development (NEPAD); the African 
Fertilizer Financing Mechanism (AFFM); and 
the Heavily Indebted Poor Countries (HIPC) 
Initiative and Multilateral Debt Relief Initiative 
(MDRI). Delivering on the objectives of the 
Paris Declaration on Aid Effectiveness and 
the Accra Agenda for Action is a key objective 
of the institution and will require enhanced 
harmonization and closer collaboration with 
traditional partners, key emerging donors, and 
various stakeholders in RMCs. In addition, the 
Bank is continuing its institutional reforms to 
scale up its effectiveness, as detailed below.
 

DEVELOPMENT 
EFFECTIVENESS AND 
MANAGING FOR RESULTS 

Measuring 
Institutional Reforms
During the year, a Bank-wide taskforce was 
organized to formulate a concerted Action 
Plan on Results (APR) to strengthen the Bank’s 
focus on Managing for Development Results 
(MfDR). The APR outlines 5 priority areas of 
action: (i) ensuring quality at entry for strat-
egies and operations; (ii) instilling a results-
oriented supervision culture; (iii) enhancing 
learning and accountability through evalu-
ation; (iv) improving data and systems for 
results reporting; and (v) accelerating decen-
tralization for better results on the ground. 

To further enhance the Bank’s capacity, a new 
Quality Assurance and Results Department 
(ORQR) was established in July 2008. The 
functions of this department include: (i) ensur-
ing better quality-at-entry for the Bank’s oper-
ations and improving the institutional capac-
ity for reporting on results; (ii) promoting sus-
tainable development by ensuring compliance 
with environmental and social safeguards 
policy requirements; and (ii) assuming over-
all leadership for the Bank’s results agenda. 

Activities undertaken in 2008 included an 
awareness-raising campaign on the results 
agenda priorities; introduction of more 
results-oriented formats; and the develop-
ment of standard sector outputs and out-
comes indicators. The indicators will be used 
as part of a strengthened reporting system 
to record and aggregate results across 
operations to ensure more regular report-
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ing. The Bank also continued its support 
to the African Community of Practice for 
Management on Results. 

During the year, the Results Measurement 
Framework as a tool for monitoring develop-
ment effectiveness was rolled out. One set of 
indicators measures progress at the country 
level, while the second set monitors internal 
institutional effectiveness. Performances to 
date reveal improved portfolio quality at 
entry, as demonstrated by a decline in the 
number of problematic projects. The del-
egation of more power to the field offices 
has contributed to improvements in project 
supervision as well as enhanced harmoniza-
tion with partners in RMCs. 

Development Effectiveness 
through the Paris 
Declaration Commitments 
In April 2008, the Bank held a 2-day 
Preparatory Consultative Workshop in 
Kigali, Rwanda, to prepare RMCs for par-
ticipation in the Third High-Level Forum on 
Aid Effectiveness (HLF-3), held in Accra in 
September 2008. The workshop was organ-
ized by the AfDB in partnership with the 
Governments of Ghana and Rwanda and 
with support from DFID, the World Bank, 
UNDP, and OECD-DAC. Its aim was to facili-
tate discussion and build consensus on how 
to improve aid effectiveness and develop-
ment impact in the continent. Another objec-
tive of the workshop was to assist RMCs with 
their input into the Accra Agenda for Action 
(AAA), which was a major output of the HLF 
and which the Bank is currently in the proc-
ess of implementing (see Box 3.1). 

Although the Bank has made some progress 
in meeting the Paris targets, it will need to 
step up its performance over the coming 
years. On the positive side, it has made some 
progress in avoiding parallel implementa-
tion units and in the use of country financial 
management/procurement systems. In this 
context, the amendment made by the ADF 
Deputies to the “rules of origin” for ADF 

On September 2–4, 2008, ministers of developing and donor countries and heads of 
multilateral and bilateral development institutions met in Accra, Ghana for the Third 
High-Level Forum on Aid Effectiveness. The Bank worked closely with the Government 
of Ghana and other development partners in the organization of the Accra High-Level 
Forum and contributed to the deliberations and successful conclusions of the Forum. 
After 3 days of far-reaching discussions, the Accra Agenda for Action (AAA) was for-
mally adopted, with the objective of accelerating and deepening implementation of 
the 2005 Paris Declaration on Aid Effectiveness. 

The opening message of the AAA is that this is a moment of opportunity for Africa. 
The ministers declared that they are as committed as ever to eradicating poverty and 
to promoting peace and prosperity by building stronger, more effective partnerships 
that will enable developing countries to realize their development goals. Progress has 
undoubtedly been made over the past decade or so, but 1.4 billion people – most of 
them women and girls – still live in extreme poverty. Access to safe water and health-
care remains a problem and new global challenges – food shortages, volatile fuel 
prices, and climate change – threaten the advances made by many countries. Moreover, 
progress has been uneven across countries and across the indicators. Consequently, to 
meet the MDGs, much more needs to be done, not only to raise the level of aid but to 
address in a systematic and coherent way the other issues of democracy and human 
rights, gender equity, social progress, and environmental sustainability. 

The AAA highlights 3 major challenges that need to be addressed:

(i) Strengthening country ownership is key. Governments need to take a stronger 
leadership role and donors, for their part, need to support them in this process by 
respecting countries’ priorities, investing in their human resources and institutions, 
and making use wherever possible of country systems to deliver aid. 

(ii) Building more effective and inclusive partnerships. There is a need to fully har-
ness the skills and experience of all actors in the new development landscape –  
bilateral and multilateral donors, middle-income countries, global funds, the private 
sector, and civil society organizations. As part of this process, donors must avoid 
duplicating initiatives and thereby fragmenting aid resources. Complementarity of 
assistance is the guiding principle.

(iii) Achieving development results – and openly accounting for them. This precept lies 
at the heart of the Agenda to make a positive impact on people’s lives. In order to 
do this, ministers stressed the need for donors to untie their aid to the maximum 
extent possible and to increase the medium-term predictability of aid flows. 

The AAA concludes by stressing the continued high-level political support required 
to move the Agenda forward. It requests the Working Party on Aid Effectiveness to 
continue monitoring progress on implementing the Paris Declaration and the AAA, in 
preparation for the Fourth High Level Forum to be held in 2011. Finally, it articulates 
a heartfelt desire for a future “based on a shared commitment to overcome poverty, 
a future in which no countries will depend on aid.”

Box 3.1: The Accra Agenda for Action (AAA)
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Figure 3.1: Subsectoral 
Distribution of Approvals for 
Infrastructure, 2008

countries will allow the Bank to participate 
in pooled funding mechanisms with other 
donors. Furthermore, additional refinements 
are being made to the operations business 
processes to achieve improved results in 
these and other targets. Some of these meas-
ures include: (i) improving the timely dis-
bursement of resources committed for indi-
vidual programs and projects; (ii) making all 
conditions public linked to disbursement; and 
(iii) providing regular and timely information 
on rolling 3-year expenditure and/or financ-
ing plans. The Bank has also put in place a 
mechanism for coordinating, monitoring, 
and reporting on corporate and country level 
outcomes, including self-monitoring of its 
progress toward the Paris targets. 

March 2008 saw the publication of the 
Common Performance Assessment System 
(COMPAS) report for the year 2007. The 
purpose of COMPAS is to provide a platform 
where the 6 members of the MDB Working 
Group on Managing for Development Results 
(MfDR) may jointly report on their own per-
formance toward becoming results-based 
management institutions. The 6 institutions 
comprise the AfDB, AsDB, EBRD, IDB, IsDB, 
and WB.

Decentralization: Increasing 
the Country-Level Focus 
During the year, the Bank undertook an 
assessment of the impact of the Bank’s 
decentralization strategy. The assessment 
reveals that the expansion in the numbers 
of field offices (FOs) plus the delegation of 
authority for some Bank activities from the 
TRA to the FOs, has had an overall positive 
impact. It has contributed to broadening 
and deepening country dialogue and owner-
ship; enhanced management of the Bank’s 
portfolio and operations; accelerated the 
processing of disbursements and procure-
ment documents; improved the quality of 
project supervision and the timely submis-
sion of project progress reports and audit 
reports; and led to an increase in the volume 
of operations. 

The study also shows that the increased 
Bank presence at country level is positive-
ly perceived by governments and develop-
ment partners alike. Bank dialogue with 
governments in the respective countries has 
improved as a result of frequent field staff 
support in the preparation of PRSPs, National 
Development Plans, CSPs, and in economic 
and sector work (ESW). Heightened pres-
ence in the field has also led to greater 
harmonization of efforts with development 
partners, and increased interaction with 
the private sector, civil society, and regional  
organizations. 

INVESTING IN 
INFRASTRUCTURE 

Sub-Saharan Africa’s average growth rates 
of 5-6 percent over the past 5 years have 
placed a considerable strain on the conti-
nent’s antiquated infrastructure. Bottlenecks 
in power generation, port efficiency and 
capacity, and deteriorating road and rail net-
works have been identified as key constraints 
on the continent’s sustainable economic 
growth. It has been estimated by the Africa 
Infrastructure Country Diagnostic (AICD) 
that Africa’s infrastructure requirements over 
the next decade will amount to over US$ 40 
billion (UA 26 billion). Although investment 
generally in African infrastructure had begun 
to show an upward trend over 2000-2007, 
the current turmoil in the financial markets is 
being reflected in a sharp decline of capital 
inflows to the continent, which will have a 
debilitating effect on African efforts to bridge 
the infrastructure deficit.

The Bank Group is fulfilling a counter-cyclical 
role in this respect by continuing to invest 
heavily in infrastructure at a time of a gen-
eral credit shortage in the financial mar-
kets. Approvals for infrastructure projects 
as at end-December 2008 amounted to UA 
1.41 billion, representing 44.5 percent of 
all Bank Group loan and grant approvals 
for the year – the largest sectoral allocation. 

According to the subsectoral breakdown, 
transportation received the largest portion, 
followed by power supply, then water and 
sanitation (see Figure 3.1). This confirms the 
institution’s continued focus on infrastruc-
ture development as an engine of growth 
for its RMCs.

The infrastructure projects approved in 2008 
included national road projects in Burkina 
Faso, Ghana, Nigeria, and Tunisia, in addi-
tion to a multinational road project (Burundi/
Rwanda) that supports regional integration; 
national power projects in Egypt, Ghana, 
Guinea, Malawi, Sierra Leone, Tunisia, and 
Uganda, as well as a multinational power 
interconnection project for Ethiopia/Djibouti 
and another for the countries of the Nile 
Equatorial Lakes region; a major port con-
struction project in Djibouti, and water sup-
ply and sanitation projects in Liberia, Mali, 
Malawi, Mauritania, Morocco, Tanzania, and 
Tunisia. The profiles of these and all other 
projects approved in 2008 are presented at 
the end of Chapter 4. Box 3.2 presents a 
brief evaluation of a key infrastructure project 
successfully implemented in Ethiopia from 
1997–2004. 
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Objective: To increase the traffic-handling capacity of the Addis Ababa airport and to improve safety levels by constructing a new 
runway, taxi lanes, upgraded apron areas, runway drainage and airport facilities.

Bank’s Role: ADF loan of UA 17.1 million. (The engineering designs for the airport had been funded through a previous ADF loan 
of US$ 2.7 million.)

Total Project Cost: UA 26.0 million.

Timeline: Commencement 1997; completion 2004.

Outcomes: The airport achieved its expected outcomes in the following areas and can therefore be deemed a successful project:

Marked expansion in the capacity of the airport to handle both domestic and international flights;•	
Significant reduction in aircraft movement times – particularly taxi-in and taxi-out times;•	
Increase in international passenger traffic, from approx. 8,000 commercial flights in 1999 to around 14,500 flights in 2005; the •	
annual growth rate of international traffic rose from 5.3 percent in 1994–2002 to 13.3 percent in 2003–2005.
The Financial Internal Rate of Return (FIRR) and the Economic Internal Rate of Return (EIRR) assessed at completion were about •	
30 percent, which was significantly higher than calculated at project appraisal stage (23 percent).

Alignment to Bank’s Strategic Objectives
Demonstration Effect: The Bank fulfilled a dual role in the project. First, it acted as a cofinancier by contributing UA 17.1 million to the 
total project cost. Second, its participation in the project served a demonstration effect, providing comfort to other potential investors 
and acting as a catalyst to mobilize resources. 

Alignment to Bank Priorities: The project focused on 2 key pillars of Bank operational strategy – namely infrastructure and regional integra-
tion. The Bank recognizes infrastructure as being crucial to sustainable growth – both economic and social – in its RMCs. Infrastructure builds 
a business-enabling environment; it encourages both domestic and international investment and so spurs GDP growth. With respect to the 
regional integration aspect, plans are underway to develop the airport further into a regional hub for continental and international traffic.

Alignment to National Objectives: This was a high-profile project for the Government, in line with national objectives to improve 
infrastructure and boost sustainable economic growth.

Box 3.2: Evaluation of the Addis Ababa International Airport Development Project in Ethiopia
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The Water Initiatives
Water is critical for economic development, 
health, and social welfare. It is also vital in 
ensuring environmental sustainability and 
food security. The Bank therefore continues 
to place a very high priority on helping its 
RMCs to meet the MDG water targets. To  
this end, the Bank channels some of its sup-
port through 3 complementary water initia-
tives – the Rural Water Supply and Sanitation 
Initiative (RWSSI), the Multi-Donor Water 
Partnership Program (MDWPP), and the 
African Water Facility (AWF), as shown in 
Box 3.3 below. 

In 2008, a total of UA 236.8 million was 
approved for 9 Bank Group projects and 
programs in the water and sanitation sec-
tor, in addition to funding from the 3 water 
initiatives.

DEEPENING PRIVATE 
SECTOR INVESTMENT 

Private sector operations amounted to UA 
901.2 million in 2008 (see Figure 3.2). The 
private sector program for the year concen-
trated on infra structure, with a special focus 
on geographical diversity (regional integra-
tion) and the inclusion of low-income coun-
tries (see Figure 3.3).

With regard to low-income countries, the pri-
vate sector provided equity participation to 
the Access Bank of Liberia and Advans Banque 
of the Democratic Republic of Congo (DRC) 
to support financial intermediation in these 
countries, particularly to help micro entrepre-
neurs, many of whom are women. In addition, 
several low-income countries benefited from 
regional/multinational operations through 
lines of credit (LOCs) extended to the West 
African Development Bank (BOAD) and to the 
PTA Bank for East and Southern Africa.

In terms of the sectoral distribution of private 
sector operations, financial intermediation 
accounted for the largest share of private 
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Figure 3.2: Private Sector Operations: 2004–2008 Figure 3.3: 2008 Private Sector 
Operations by Location

1. The Rural Water Supply and Sanitation Initiative (RWSSI)
The RWSSI is a flagship Bank intervention, with the overall objective to extend safe water and basic sanitation coverage to 80 per-
cent of the rural dwellers by 2015 at an estimated cost of UA 9.22 billion. Since the start of RWSSI in 2003, 20 operations have been 
approved with total financing of UA 1.40 billion, of which the Bank contributed UA 549.9 million from ADF resources, UA 48.7 million 
from the RWSSI Trust Fund, and leveraged the remaining UA 0.80 billion from other donors, governments, and beneficiaries. 

The rural population served with a safe water supply through the RWSSI increased from 1.2 million in 2003 to 3.3 million people by 
the end of June 2008, and those served with improved sanitation increased from 600,000 to 1.7 million during the same period. In 
2008, UA 24.39 million was approved from the RWSSI Fund for projects in 7 countries, plus one multinational project. 

2. The Multi-Donor Water Partnership Program (MDWPP)
The MDWPP was established by the Bank jointly with the Netherlands, Danish, and Canadian governments to operationalize the 2000 
Integrated Water Resources Management (IWRM) policy. The funds pledged as at end December 2008 for the program amounted to 
UA 8.5 million, while the paid-up amount was UA 5.7 million. By end-September 2008, the program had disbursed approximately 
UA 3.7 million. 

The major activities financed under this program in 2008 included the following: 
the “First African Water Week” hosted by the Bank in Tunis in March 2008; •	
the assessment of IWRM planning in 12 Eastern African countries; •	
an assessment study “Can Africa Achieve the Sanitation MDGs?”; and •	
several studies on water governance and the impact of climate change on ecosystems.•	

3. The African Water Facility (AWF)
The African Water Facility (AWF) seeks to mobilize and distribute resources for the sector at the national and transboundary levels. 
The Facility’s 3-year Operational Program has been updated for 2009-2011 and requires UA 125.6 million to implement. As at end-
December 2008, the AWF had secured UA 48.8 million in pledges, leaving a shortfall of UA 76.8 million. During the year, 14 opera-
tional activities were approved, amounting to UA 18.1 million, in support of projects in 11 countries and 4 subregions. The largest 
share of the approved projects went to West Africa (38 percent); followed by East Africa (34 percent); multinational (19 percent), and 
North Africa (9 percent). The AWF 2009-2011 Program will require average annual approvals at more than double the 2008 level.

Box 3.3: The Three Water Initiatives
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sector approvals (50 percent), followed by 
industry (31.0 per cent), infrastructure (14.0 
percent), agriculture (3.0 per cent), and mul-
tisector (2.0 per cent) (see Figure 3.4). 

One example of a transportation PPP interven-
tion approved in 2008 was for the upgrad-
ing and rehabilitation of the Lekki to Epe 
Toll Road in Nigeria (UA 52.4 million). A key 
project approved in 2008 for the industry sec-
tor was the Hasdrubal Oil and Gasfield Project 
in Tunisia (UA 96.3 million). The single largest 
approval for a private sector operation in a 
low-income ADF country during 2008 was the 
Guinea Alumina Project (UA 134.4 million). 

In partnership with USAID, the Bank also 
approved a number of partial credit co-guar-
antee facilities (PCGFs) to financial interme-
diaries, such as the CRDB Bank in Tanzania 
(UA 4.9 million) and Zanaco Bank in Zambia 
(UA 14.9 million). These interventions aimed 
to deepen local financial markets by support-
ing SMEs’ access to finance. During the year, 
the Bank also continued to approve invest-
ments in equity funds, such as the multina-
tional Third Emerging Capital Partners Africa 
Fund II (UA 32.1 million), which will target 
high-growth companies in the infrastructure, 
industrial, and natural resources sectors.

The Bank also played a key role in estab-
lishing the African Financing Partnership 
(AFP), which aims at leveraging the market 
skills and knowledge of development finance 
institutions (DFIs) in order to mobilize private 
sector resources for large-scale projects, par-
ticularly infrastructure (see Box 3.4).

Ex-ante Additionality and 
Development Outcome 
Assessment (ADOA) of 
Private Sector Operations
During the past 2 years, there has been signif-
icant expansion of private sector operations 
(see Figure 3.2). The Bank, being mindful of 
the need to ensure development effectiveness 
(high quality at entry) of these interventions, 
approved in September 2008 the innovative 

In September 2008, the African Financing Partnership (AFP) was established by the Bank, 
following a year-long, multi-stakeholder dialogue. Designed as a concrete response to the 
Monterrey Consensus, the AFP seeks to harness the potential of DFIs to mobilize private 
capital for African development. The aim of the AFP is to optimize their consolidated 
market knowledge and project financing skills and thereby mitigate financial risks for 
cofinanciers. The AFP will enhance the DFIs’ strong counter-cyclical financing role in the 
current credit crisis and seek to leverage DFI financing alongside private capital flows. 

The AFP’s 3-step approach involves:
1) Creating a partnership among a limited number of larger DFIs that have strong 

African experience, risk-taking resources, and the capacity to undertake due dili-
gence and appraisal on behalf of others – the Promoting Partners – these include 
AfDB, FMO, DEG, Proparco, EIB, IDC, IFC, and DBSA;

2) Expanding and systematizing the partnership by facilitating additional cofinancing 
by interested smaller DFIs in a second tier of Supporting Partners; 

3) Formalizing the AFP structure by creating a special purpose vehicle (SPV) to act as 
a conduit for the commitments of the partners. At this stage, further cofinanciers 
would be invited to participate, known as the Commercial Partners.

In Africa there is strong demand for financing from sectors such as infrastructure and 
mining, which generally involve large capital injections. The AFP focuses on very large 
projects (sometimes up to several billion dollars). The Africa Infrastructure Country 
Diagnostic (AICD) study estimates that annual infrastructure investment needs in Africa 
are in the region of UA 25.97 billion per year, with a further UA 25.97 billion per year 
for maintenance and operational costs.

The AFP projects will be determined on a case-by-case basis; and in each case a DFI with 
a comparative advantage will take the lead. It is anticipated that the partnership could 
finance 10–20 projects in Africa, amounting to well above UA 6.49 billion per annum.

Box 3.4: The African Financing Partnership

ADOA framework for the ex-ante evaluation 
of its private sector operations. ADOA aims to 
record and maximize the expected effective-
ness of all forthcoming private sector opera-
tions, through an independent review con-
ducted by the Chief Economist Complex. Two 
ratings are systematically produced. The first 
focuses on the expected development out-
comes, measured along 7 dimensions rang-
ing from economic performance to effects 
on governments and macroeconomic resil-
ience. The second looks at additionality, i.e. 
the unique role and contribution of the Bank 
and other DFIs; this is measured by improve-
ments in the commercial viability or in the 
expected development outcomes.
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The implementation of a one-year pilot of 
ADOA started on October 1, 2008. During 
the last quarter of 2008, 12 operations 
were assessed at either the concept note 
or appraisal phase. Six ratings were issued 
for operations at the appraisal stage. The 
expected development outcomes were good, 
with an average rating of 2 on a scale rang-
ing from 1 ( excellent) to 5 (unsatisfactory). 
The additionality was found to be posi-
tive, with an average rating of 1.83 on a 
scale ranging from 1 (strongly positive) to 4 
(none). The main positive development out-
comes stemmed from private sector develop-
ment and the effects on the RMCs’ budget. 
The principal source of additionality was 
improved project quality, followed by finan-
cial risk mitigation. 

SUPPORTING ECONOMIC 
AND GOVERNANCE 
REFORMS 

African countries have made significant 
progress in improving governance practic-
es, but considerable challenges remain. The 
advances made by Africa are real, albeit 
fragile and vulnerable, in the context of an 
increasingly volatile international context. 
The need to strengthen the institutions of 
governance remains a pressing issue for 
some RMCs and the Bank actively supports 
its member countries in this endeavor. Public 
sector reforms help to build a more condu-
cive environment for domestic and foreign 
investment and for private sector develop-
ment, since they promote efficiency, account-
ability, and transparency in public finances 
and in procurement practices. 

The Bank Group actively supports the emer-
gence of an African agenda for good finan-
cial governance. Good financial governance 
provides the foundations upon which to 
build effective, capable, and accountable 
states, able to deliver basic services to the 
poor. It is also critical to expand the fiscal 
space to respond effectively to exogenous 

shocks and volatile global markets, via more 
efficient domestic resource mobilization and 
more effective public expenditure. 

The Bank Group has reaffirmed governance 
as one of its core strategic pillars. In May 
2008, the Bank approved the Governance 
Strategic Directions and Action Plan for 
2008–2012 (GAP), which defines the basis 
for greater selectivity in the Bank’s support 
to governance reforms in Africa. The GAP 
embodies a number of earlier Bank policies 
and recommendations, including: (i) a policy 
on governance; (ii) a review of governance 
activities in 2006; and (iii) the recommen-
dations emerging from the ADF Deputies’ 
Report of 2008 and the Report of the High 
Level Panel (HLP). 

In line with the Paris Declaration on Aid 
Effectiveness (2005) and the Accra Agenda 
for Action (2008) on the use and strength-

ening of country systems, the Bank aims 
to help RMCs to: (i) improve economic and 
financial governance through increased sup-
port to revenue, budgeting and auditing 
systems and standards (see Box 3.5); (ii) 
reduce corruption risk through the strength-
ening of public procurement systems; (iii) 
enhance transparency and accountability 
in the management of natural resources 
by acceding to the Extractive Industries 
Transparency International (EITI); and (iv) 
support parliamentary committees and 
NGOs working to enhance efficiency, trans-
parency and integrity in the management 
of public finances. 

The Bank Group supports economic and 
financial governance reforms through a com-
bination of instruments, including policy-
based lending, budget support, investment 
projects, special initiatives, nonlending activi-
ties, and upstream analytical and advisory 

In 2008, the Bank approved the first budget support operation for Liberia, which is 
classified as a fragile state. The overarching purpose was to support reform in the 
country’s public financial management (PFM) systems and modernization of its revenue 
administration. The program was financed from the Fragile States Facility (FSF) for an 
amount of UA 9.0 million and a grant of UA 3.0 million from the Surplus Account of 
the ADB to the African Food Crisis Response (AFCR) initiative.

Expected Outcomes: The operation will support the Poverty Reduction Strategy (PRS), 
based on a medium-term PFM program aimed at achieving the following: (i) strength-
ened transparency in public finance management; (ii) increased efficiency in revenue 
collection after modernization of revenue administration; (iii) deepened reforms to 
improve the effectiveness of the budget; (iv) improved fiscal policy design; (v) enhanced 
capacity for sustainable tax revenue generation; (vi) establishment of a one-stop-shop 
facility in customs; (vii) reinforced procurement and audit systems in government; and 
(viii) government measures to limit the social impact of rising food prices.

General Remarks: The program supports the government’s macroeconomic strategy 
to lay the foundations for rapid, inclusive, and sustainable growth. There have been 
no similar operations by the AfDB in Liberia. The Government’s impressive progress 
in reconstructing the country following the civil war demonstrates its commitment to 
sound economic policies, which significantly lowers the risks to the Bank of a budget 
support operation of this kind. Furthermore, progress in the country’s growth trajectory 
has resulted in better CPIA indicators, thus encouraging donors to support the public 
financial management reform program.

Box 3.5: Supporting Public Financial Management Reform in Liberia
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Projects Financed in 2008

work. These instruments are deployed at 
the country, sectoral, and regional levels. In 
2008, the Bank financed 17 governance-
related operations amounting to UA 682.0 
million, which represents 21.5 percent of 
total Bank Group loan and grant approvals 
for the year. 

At the sectoral level, the Bank continued to 
concentrate on improving governance and 
promoting integrity, particularly in high-risk 
sectors such as infrastructure, by supporting 
initiatives such as:

The Investment Climate Facility for •	
Africa (ICF), which aims to strength-
en the enabling environment for the 
development of the private sector and 
the investment climate in areas such as 
property rights, taxation and customs, 
and business registration; 
The Extractive Industries Trans-•	
parency Initiative (EITI), which aims to 
improve transparency and accountabil-
ity in the extractives sector. To date, the 
Bank has contributed to the achievement 
of EITI candidacy status of 3 countries 
– Liberia, Madagascar, and the Central 
African Republic – while Botswana’s 
candidacy is expected in early 2009.
The Making Finance Work for Africa •	
(MFW4A) partnership to support the 
efforts of African countries to strength-
en their financial sectors as a means 
of accelerating economic growth and 
reducing poverty.

The Bank also lends its support to regional 
and subregional institutions, initiatives and 
networks that promote practices, standards 
and codes of sound economic and financial 
governance. The Bank support targets, in 
particular, improvements in the following 
areas:

enhancing country peer review processes •	
and strengthening the review mecha-
nism through the Africa Peer Review 
Mechanism; 

domestic revenue mobilization through •	
support to reforms in tax and customs 
policy and administration, notably 
through its endorsement of the African 
Tax Administrators Forum (ATAF); 
country budget practices and stand-•	
ards through, inter alia, support to the 
Collaborative African Budget Reform 
Initiative (CABRI); 
country public procurement systems and •	
standards, notably through the harmo-
nization of those standards by RECs 
(UEMOA, COMESA); and 
country systems in government audit-•	
ing and financial oversight, nota-
bly through continued support to the 
African Organization of Supreme Audit 
Institutions (AFROSAI). 

PROMOTING REGIONAL 
INTEGRATION 

Major strides are currently being made 
throughout Africa to scale up econom-
ic cooperation and regional integration. 
Regional infrastructure is being developed 
in a drive to overcome trade barriers, create 
economies of scale, and increase nation-
al economic growth and competitiveness. 
This is especially important given the cur-
rent credit crisis and the forecast decline in 
demand for many African export commodi-
ties in the developed countries.

Loan and grant approvals for the Bank 
Group’s multinational operations in 2008 
stood at UA 597.0 million, which is more 
than triple the 2007 level of UA 193.3 mil-
lion. Figure 3.5 indicates that in 2008, the 
largest share of multinational approvals went 
to transportation, followed by power supply, 
finance, and multisector. Notable multination-
al projects approved during 2008 include: the 
Transportation Facilitation Program for the 
Nigeria–Cameroon Highway Link (Bamenda–
Mamfe–Abakaliki–Enugu Corridor) (UA 
204.8 million); the Interconnection of Electric 
Grids of the Nile Equatorial Lakes Region 

(UA 99.8 million); Line of Credit and General 
Capital Increase to PTA Bank (UA 60.6 mil-
lion); financial support package to BOAD 
(UA 40.1 million); and equity participation 
in the Emerging Capital Partners Africa Fund 
III (EAF3) (UA 32.1 million).

In accordance with the mandate conferred on 
the Bank by NEPAD, infrastructure develop-
ment is a major operational priority, particu-
larly through the NEPAD Infrastructure Project 
Preparation Facility (NEPAD-IPPF). In 2008, 
the Bank provided a total of UA 5.7 million 
under this Facility to fund the upstream prepa-
ration of 12 projects. The Bank is also involved 
in the soft side of infrastructure development 
through capacity building, creation of ena-
bling environments, and knowledge manage-
ment. It organized 3 capacity development 
workshops in 2008 with the participation 
of the African Union Commission (AUC), 
Regional Economic Communities (RECs), 
United Nations Economic Commission for 
Africa (UNECA), African Capacity Building 
Foundation (ACBF), donors, the private sec-
tor, and other stakeholders.
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In this context, the Bank continues to active-
ly promote regional economic communities 
(RECs) as the building-blocks of African inte-
gration; it also emphasizes the need for them 
to adopt a more coordinated approach. The 
Bank also collaborates with pan-African 
organizations, particularly the AU and UNECA, 
to support the rationalization and streamlin-
ing of RECs. A case in point is the decision 
taken in October 2008 by the Heads of State 
of COMESA, EAC, and SADC at their Tripartite 
Summit in Kampala, Uganda, to merge the 3 
RECs. The Heads of State have commissioned 
a Roadmap Study for the creation of a Free 
Trade Area (FTA) covering the 3 RECs, and the 
Bank has agreed to finance the study. 

In 2008, the Bank contributed to the prepara-
tion of: (i) the 2009-2013 Regional Assistance 
Strategy (RAS) for the Economic Community 
of Central African States (ECCAS); (ii) the 
2009-2013 COMESA Regional Assistance 
Strategy; and (iii) the Progress Report of 
the 2004-2008 Southern Africa Regional 
Assistance Strategy Paper. 

SUPPORT FOR 
FRAGILE STATES 

In 2008, the Boards of Directors approved 2 
documents relating to fragile states: (i) the 
Bank Group Strategy for Enhanced Engage-
ment in Fragile States and (ii) the Operational 
Guidelines of the Fragile States Facility (FSF). 
These reflect the growing global consensus 
on the need to increase aid and development 
effectiveness in fragile states. The strategy 
differentiates the Bank Group’s support to 
9 post-crisis/transitional countries from the 
support provided to other categories of fragile 
states, and from the standard development 
assistance provided to all other RMCs. The FSF 
was set up in March 2008 as an operationally 
autonomous, special purpose entity within 
the Bank. The objectives of the FSF are to pro-
vide more integrated financing framework for 
eligible fragile states; to consolidate peace, 
stabilize their economies, and contribute to 

sustainable poverty reduction. The resource 
envelope of the FSF in 2008 amounted to UA 
511.4 million and comprises UA 408.4 million 
allocated from the ADF-XI replenishment and 
a carry-over of UA 102.9 million from the Post 
Conflict Country Facility (PCCF). 

To operationalize the FSF, a Fragile States 
Unit (FSU) was established in the Bank in 
July 2008 with the objectives of (i) facilitating 
the dissemination, coordination, harmoniza-
tion, and alignment of the Bank’s work in 
fragile states; (ii) providing supplementary 
and advisory support to the Bank’s regional 
and sector departments working in fragile 
states; (iii) running the secondment program 
of capacity building and facilitating effective 
learning amongst the roster of experts; and 
(iv) helping to implement the arrears clear-
ance programs. Total FSF approvals for 2008 
amounted to UA 35.6 million for 3 countries: 
Burundi (UA 12.0 million), Togo (UA 14.6 
million), and Liberia (UA 9.0 million).

SUPPORT FOR  
MIDDLE-INCOME 
COUNTRIES (MICs) 

In 2008, the Bank Group loan approvals for 
middle-income countries (MICs) (excluding 
multinational projects and programs) totaled 
UA 1.10 billion. The financing source of these 
approvals is the ADB window, the Bank’s 
nonconcessional lending arm. The sec-
tors benefiting from these approvals were:  
infrastructure (46.0 percent), finance (27.0 
percent), social (18.0 percent), multisector 
(6.0 percent), and industry (3.0 percent) (see 
Figure 3.6). This reflects the strong funding 
demand from the MICs in the areas of infra-
structure and financial sector development. 
The significant portion allocated to the social 
sector confirms the need to improve human 
development indicators in the MICs. 

In terms of geographic distribution, North 
Africa received the largest volume of approv-
als (72.2 percent), well above the share for 

the Sub-Saharan region. This distribution con-
firms the trend recorded during the previous 
5 years (2002–2007), when North Africa 
received 57 percent of total loan approvals.

While MICs in Africa have attained higher 
per capita incomes and relatively diversified 
economies, many face high unemployment 
levels, vulnerability to external and internal 
shocks, and pockets of extreme poverty. In 
this context, one of the Bank’s primary goals 
is to help build strong MICs that can serve 
as regional hubs to catalyze growth. 

To meet these challenges, in June 2008 the 
Bank approved a Strategic Framework for 
Enhancing Bank Group Support to Middle-
Income Countries. This strategy aims to posi-
tion the Bank as the preferred partner of 
MICs, based on a comprehensive approach 
offering the following benefits: (i) the com-
petitive range and pricing of the Bank’s 
financial products; (ii) improved delivery of 
services through efficient business processes; 
(iii) limited provision of concessional resourc-
es; and (iv) provision of advisory services. 
The Bank will continue periodic price revi-
sions of its financial products with a view 
to providing more attractive lending terms, 
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subject to protecting the Bank’s financial 
integrity, particularly given the volatility of 
market conditions.

In addition, the Bank organized a confer-
ence jointly with the World Bank in Cairo in 
March 2008, to examine ways in which the 
MDBs and other development partners could 
better meet the needs of MICs.

AGRICULTURE AND 
FOOD SECURITY 

Agriculture remains a key economic sector 
for most African countries. Indeed, Africa’s 
vulnerability in this area was brought into 
focus by the global food crisis, which began 
in early 2008. The sustainability of this sector 
is further threatened by the effects of climate 
change. Consequently, the Bank’s operation-
al priorities in the agriculture sector during 
2008 targeted: (i) the provision of rural infra-
structure for increased crop and livestock 
production, (ii) the expansion of agribusiness 
including agro-industry, (iii) capacity build-
ing; (iv) natural resources management and 
adaptation to climate change. 

The 2008 lending program for this sector 
was characterized by an increase in project 
approvals to middle-income countries (MICs), 
in alignment with the Bank’s Medium Term 
Strategy. Another notable feature of the pro-
gram was an increased number of multina-
tional operations in the natural resources 
management area. This aligns to the new 
emphasis on regional integration in order 
to realize economies of scale and achieve 
greater development impact. 

In 2008, interventions in rural infrastruc-
ture were mainly in irrigation and drain-
age; rural roads and rural electrification; 
development of markets and storage; and 
agro-processing facilities. Total Bank Group 
approvals in the agricultural sector (exclud-
ing those approved under the Africa Food 
Crisis Response Facility) amounted to UA 

163.9 million for 15 approvals, of which 
UA 153.4 million was in loans and UA 10.5 
million in grants. 

The Bank also continued to pursue strate-
gic partnerships and to use a joint donor 
coordinated programmatic approach. In this 
respect, in 2008 the Bank continued to sup-
port the Comprehensive Africa Agriculture 
Development Program (CAADP), which was 
established in 2006 under the auspices of 
NEPAD. A new initiative for 2008, the Africa 
Food Crisis Response strategy, aimed specifi-
cally at addressing the issue of rising food 
and agricultural input prices and ensuring 
food security in RMCs (see below).

Africa Food Crisis Response
Increases in food prices have the potential 
to reverse gains in poverty reduction and 
progress toward the MDGs. Africa, in par-
ticular, has higher levels of poverty and the 
poor are hit hardest as they spend a signifi-
cantly large proportion of their income on 
food. Food prices during 2008 were much 
higher than in previous years, particularly 
for cereals – maize, wheat, and rice. The 
continent’s cereal import bill is estimated to 
have increased by 49 percent during 2008 
compared to rises of 25 percent in Asia and 
31 percent in Latin America. 

Food-related demonstrations occurred in a 
number of RMCs during the year, threatening 
political stability. In response, some countries 
adopted measures to either reduce prices 
and/or increase access to food, which had 
negative implications on fiscal and external 
balances. Despite a general decline in global 
food prices in the second half of 2008, prices 
in African countries did not fall by the same 
margin. This clearly shows that markets on 
the continent are not as efficient as else-
where in the world. For example, in some 
East African countries, maize prices are still 
36 percent higher than world levels. A similar 
situation holds for West African countries, 
where cereal prices continued to rise until 
the last quarter of 2008. This demonstrates 

that Africa’s situation is unique and requires 
both short-term and long-term responses 
to address its vulnerability to unstable food 
prices and to achieve food security.

To address the problem, after due consul-
tation with RMCs, other MDBs and inter-
national development organizations, the 
Bank established in 2008 the Africa Food 
Crisis Response (AFCR) initiative. This aims 
to reduce food poverty and malnutrition in 
the short term and to ensure sustainable 
food security in the medium to longer term. 
The AFCR will provide financial assistance to 
RMCs to the tune of UA 472.0 million in the 
short term and UA 1.4 billion in the medium 
to long term. It is expected that the estimat-
ed requirement of UA 1.4 billion will come 
from regular Bank instruments – ADB, ADF, 
and cofinancing from development partners. 
These funds will focus on agricultural infra-
structure, including water mobilization for 
irrigation, rural access roads, and facilities 
for reducing post-harvest losses.

In the short term, the AFCR seeks to increase 
the supply of food in RMCs through increased 
provision of agricultural inputs. Its approach 
is to: (i) realign the existing agricultural 
portfolio and restructure non-agricultural 
projects, thereby releasing funds for the pur-
chase of agricultural inputs to boost food 
crop production; (ii) stabilize food prices 
through the use of a budget support instru-
ment to quickly disburse resources to RMCs 
that have experienced drastically reduced tax 
revenues and exports as a result of the crisis; 
(iii) boost the use of the high-yield New Rice 
for Africa (NERICA) seeds in suitable projects; 
and (iv) allocate specific resources from the 
Bank’s Surplus Account to RMCs, particularly 
some of the fragile states. 

The AFCR’s medium- to long-term meas-
ures will run over a period of 3 years and 
adopt several approaches: (i) transformation 
and revitalization of the agriculture sector 
by adopting/adapting new technologies; 
(ii) improved rural infrastructure; (iii) opera-
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tionalizing the African Fertilizer Financing 
Mechanism (AFFM); (iv) increasing NERICA 
rice production; (v) capacity building, policy 
dialogue, and trade promotion; (vi) scaling 
up private sector operations for food secu-
rity; (vii) promoting agricultural research, 
and (viii) the establishment of the Crisis 
Response Facility. 

The 5 countries that benefited from the 
AFCR initiative in 2008 were Central 
African Republic, Comoros, Burundi, Djibouti 
and Liberia. In December 2008, the Bank 
approved UA 10.5 million to help these coun-
tries tackle their growing food shortages. 

Strategic Partnerships in 
Agriculture
Collaboration in the agriculture sector takes 
the form not only of cofinancing operations 
and dialogue with RMCs, but also harmoniz-
ing interventions and operational procedures 
with development partners. In this respect, 
the Bank in 2008 worked closely with the 

AU and ECA to establish the ClimDev-Africa 
Program and Trust Fund for climate risk 
management. Furthermore the Bank jointly 
organized a workshop with the AU/NEPAD to 
develop an Agricultural Expenditure Tracking 
system. Other key meetings with partner 
agencies included the following: 

Ministerial Conference on Water •	
for Agriculture and Energy (Libya, 
December 2008). This conference 
pledged to promote water development 
throughout the continent to fully exploit 
Africa’s agricultural and hydro-energy 
potential. 
AU–NEPAD Food Security Workshop•	  
(Johannesburg, May 2008). This con-
ference aimed to assist governments 
to formulate an appropriate country 
framework of food security interven-
tions to boost food production, increase 
the availability and access to food for 
the most vulnerable, and cope with the 
volatility in food prices. 

PROMOTING SOCIAL 
AND HUMAN 
DEVELOPMENT

The Bank supports RMCs in their efforts to 
develop human capital through strengthened 
and effective education, health and social 
systems in order to achieve the Millennium 
Development Goals (MDGs) and advance 
economic development. In line with the 
Medium Term Strategy, the Bank’s main 
focus is on promoting higher education in 
science and technology as well as techni-
cal and vocational training, with a special 
emphasis on greater access for women. 
Furthermore, the Bank finances well-tar-
geted operations in basic education and 
health in countries where it enjoys a com-
parative advantage. The special situation in 
fragile states is also acknowledged by the 
Bank, through its emphasis on develop-
ing basic socioeconomic infrastructure (e.g. 
sanitation and water supply) in these low-
income countries. 
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Objectives: To reduce poverty by increasing community access to basic social and economic infrastructure in 80 districts and to sup-
port the expansion of local microfinance operations.

Bank’s Role: ADF loan of UA 11.0 million.

Timeline: Commencement 1999; completion 2005.

Outputs: The project was rated as “highly satisfactory” in its Project Completion Report, as it achieved the following outputs:

714 subprojects supported (out of a planned 1,000; the Government stepped in to finance the remaining 225 unfunded •	
projects);
Sectoral distribution of the beneficiary subprojects was as follows: 53 percent for school construction or upgrading; 20 percent for •	
agriculture; 16 percent for health and water & sanitation projects;
Approximately 350,000 students and 5,500 farmers benefited from the subprojects;•	
The 166 health projects resulted in improved access to health services for over 65,000 people;•	
Employment generated for local workers in the school construction programs;•	
Over 930 community-based organizations received basic project design and management training;•	
Approximately 12,200 people (at least 50 percent women) benefited from the small loans provided by the 42 microfinance insti-•	
tutions supported by the Social Investment Fund; 
Almost 20,000 microfinance institutions benefited from the project, in line with projects at appraisal. •	

Alignment to Bank’s Strategic Objectives:
Social Impact: The Fund had a high social impact on the poor and contributed also toward achievement of the health and water-related 
MDGs. It has also created a substantial number of jobs, both in building construction and in microfinance. The training provided to 
community-based organizations has also strengthened capacity building in project design and management.

Poverty Reduction through Financial Intermediation: The project targeted the poorest segments of the population by channeling small 
loans through the Social Investment Fund to micro enterprises. The Fund facilitated new business start-ups, in addition to providing 
resources to expand businesses and buy capital equipment.

Enhanced Dialogue with Local Communities: A social fund approach was adopted in the project design, whereby communities identi-
fied, helped to design, and contributed to the implementation and supervision of projects. This empowering approach is fully in line 
with the Bank’s emphasis on increasing dialogue and ownership of projects at the grassroots level, which is crucial for their sustain-
ability in the long term.

Alignment to National Objectives The project was aligned to the national approach to poverty reduction. The Government’s own com-
pletion report estimated that the project directly benefited approximately 1.15 million people (57 percent of whom were women), 
and that this constituted 16 percent of the poorest segment of the population.

Box 3.6: Evaluation of the Ghana Poverty Reduction Project / Social Investment Fund

In 2008, UA 224.2 million was approved for 
14 projects and programs in the social sector 
by the Bank Group. The sectoral distribution 
shows the predominance of the education 
subsector (UA 119.1 million) followed close-
ly by the health subsector (UA 89.6 million). 

Notable approvals include UA 59.9 million 
of ADB funding for the Medical Coverage 
Reform Support Program II (PARCOUM II) 
in Morocco, an ADF loan of UA 52.0 million 
for the Post Primary Education and Training 
Expansion and Improvement (Education IV) 

Project in Uganda; and an ADF loan of UA 
90.0 million for the Third Poverty Reduction 
Support Loan (PRSL III) for Ghana. Box 3.6 
presents an evaluation of an earlier poverty-
reduction project in Ghana, which was suc-
cessfully implemented from 1999–2005.
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Fund in London by the UK Prime Minister, 
Norwegian Prime Minister, and the Bank 
Group President. The Bank is playing a major 
role in supporting this new initiative and will 
be hosting the Secretariat at its Tunis TRA 
(see Box 3.7).

FINESSE Program: The Bank’s work in 
renewable energy, and specifically as out-
lined in the CEIF has been operationalized 
partly through the Dutch-funded Financing 
Small Scale Energy Users (FINESSE) Program. 
During 2008, FINESSE resources supported 
the integration of renewable energy into cur-
rent Bank activities, as well as the prepara-
tion of standalone projects through technical 
and financial support to develop feasibility 
studies in several RMCs. 

major sectors of the economy. Furthermore, 
through its partnership with the Global 
Environment Facility (GEF), the Bank aims 
to further strengthen the climate resilience 
aspect of its operations. 

At an institutional level, in July 2008 the 
Bank approved a fine-tuning of its organ-
izational structure, which resulted in the 
creation of the Gender, Climate Change, 
and Sustainable Development Unit (OSUS), 
with a clear mandate to address these spe-
cific crosscutting areas and accelerate their 
mainstreaming in the Bank’s work. 

Another notable event related to the climate 
change agenda took place in June 2008. This 
was the launching of the Congo Basin Forest 

Efforts continue to be made to mainstream 
social development across all Bank-funded 
projects, for example to integrate health 
aspects related to sanitation, waterborne 
diseases, and safe water usage. Furthermore, 
to support the decentralization exercise, 
in 2008, 3 social sector specialists were 
deployed to FOs to increase awareness of 
the activities of the Bank in this area and to 
improve monitoring and supervision of social 
sector projects on the ground.

Emergency 
Humanitarian Assistance 
In 2008, 8 emergency humanitarian assist-
ance operations were approved for 5 coun-
tries from the Special Relief Fund (SRF), 
for a total amount of UA 2.5 million. This 
assistance supported victims of flood, 
drought, repatriation, post election crises 
and those most severely affected by rising 
food  prices.

CROSSCUTTING 
ACTIVITIES 

Climate Change Risk 
Management
Climate change has emerged as a serious 
threat to sustained economic growth and 
poverty reduction, the quality of life, and 
political stability across the globe. A large 
segment of Africa’s population, especially 
in SSA and in the rural areas of the middle-
income countries, live in conditions of acute 
“energy poverty.” In this regard, 2 chal-
lenges have emerged as priority concerns 
to be addressed: (i) access to energy and 
(ii) climate change risk management and 
adaptation. 

In response, the Bank approved in March 
2008 The Clean Energy Investment 
Framework (CEIF). This Framework sets a 
comprehensive agenda for mainstreaming 
clean energy options, promoting invest-
ment in energy access and cleaner energies, 
and strengthening energy efficiency in all 

This multi-donor facility was launched in London in June 2008 by Prime Ministers 
Gordon Brown of the United Kingdom, Jens Stoltenberg of Norway, and the Bank 
Group President, Donald Kaberuka. The President reiterated the Bank Group’s strong 
commitment to the project through its acceptance to host the Fund on behalf of, and 
in partnership with, the 10-member states of the Central African Forests Commission 
(COMIFAC), comprising Burundi, Cameroon, Chad, Central African Republic, Congo, 
Democratic Republic of Congo, Equatorial Guinea, Gabon, São Tomé and Principe, 
Rwanda, as well as the UK and Norway. 

The CBFF was set up to take action to protect the forests in the Congo Basin region. 
These forests, the second largest rainforest in the world, are an essential resource pro-
viding food, shelter and livelihoods for over 50 million people. The forest region covers 
about 2 million square kilometers, and is home to 10,000 species of plants, 1,000 spe-
cies of birds, and 400 species of mammals. The CBFF will support transformative and 
innovative proposals which will develop the capacity of the people and institutions of 
the Congo Basin to manage their forests, find livelihoods consistent with the conser-
vation of the forests, and reduce the rate of deforestation. The UN estimates that 66 
percent of the rainforest will disappear by 2040 if the destruction is not halted.

The Fund will support activities/projects which complement particular aspects of the 
COMIFAC convergence plan. The CBFF will work closely with Central African governments, 
regional institutions (COMIFAC, ECCAS), technical partners, international donors, NGOs, 
and the private sector. The Fund will be run by a Governing Council chaired by Professor 
Wangari Maathai, a Nobel Peace Prize Laureate, and the Rt. Hon. Paul Martin, former 
Prime Minister of Canada. The Fund will be managed and disbursed by a Secretariat 
hosted by the Bank Group in Tunis. The initial funding has come by way of a grant of 
UA 94.6 million (GBP 100 million) from the British and Norwegian Governments.

Box 3.7: The Congo Basin Forest Fund (CBFF)
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Figure 3.7: Classification of RMCs by HIPC Status  
(as at end-December 2008)

Conference of Parties (COP) Program: 
During the year, the Bank continued to 
support the COP, which in 2008 held the 
Conference in Poznan, Poland. The COP is 
the supreme body of the United Nations 
Framework Convention on Climate Change 
(UNFCCC) and is responsible for ensuring 
that international efforts to address climate 
change are kept on track. As a side-event 
to the Conference, the Bank jointly organ-
ized with the EBRD, the EIB, and the AsDB a 
meeting to discuss climate change issues in 
relation to natural resources management. 
In preparation for the next Conference in 
Copenhagen in 2009, the Bank is support-
ing RMCs to develop a common position on 
many of the outstanding issues being nego-
tiated, to articulate the African viewpoint, 
with a particular emphasis on mobilizing 
additional finance for RMCs. 

Gender Mainstreaming
As previously mentioned, in July 2008 the 
Bank established a unit (OSUS) dedicated 
to accelerating the mainstreaming of cross-
cutting issues, including gender, into the 
Bank’s projects and programs. Through this 
mandate, the Bank has intensified its focus 
on the gender agenda. 

The Bank’s Gender Plan of Action serves as 
the key document for gender mainstreaming. 
In 2008, work continued on finalizing gender 
mainstreaming checklists for the infrastruc-
ture sector, as well as for higher education, 
science and technology and the health sec-
tor. Moreover project-specific Environmental 
and Social Impact Assessments (ESIAs) were 
reviewed by gender specialists to ensure that 
gender issues had been sufficiently addressed. 
Work also continued during the year in collab-
oration with the statistics function of the Bank, 
to support sex-disaggregated data collection 
and capacity building at the RMC level. 

The Bank was also represented, together 
with the AU and ECA, at various key interna-
tional meetings and conferences during 2008 
that focused on the broad gender agenda. 

RESOURCE 
MOBILIZATION

Enhanced Heavily 
Indebted Poor Countries 
(HIPC) Initiative: 
Progress Report
The Bank mobilizes resources for HIPC debt 
relief for the 33 eligible RMCs after they have 
reached their decision and/or completion 
points. During the year, the Bank approved 
HIPC debt relief of UA 145.7 million (NPV 
terms) at decision point for Liberia and UA 
14.1 million (NPV terms) at completion point 
for the Gambia. Thus total HIPC debt relief 

approvals amounted to UA 159.9 million in 
2008. As at end December 2008, 19 RMCs 
had reached their completion points, 9 were 
in the interim period (between decision and 
completion point), and 5 were at the pre-
decision point (see Figure 3.7). 

As shown in Figure 3.8 and in Annex II-15, 
total debt relief of UA 2.58 billion (US$ 
3.98 billion) in NPV terms, equivalent to 
about UA 3.86 billion (US$ 5.94 billion) in 
nominal terms, has been committed by the 
Bank Group to the 33 RMCs under the HIPC 
Initiative. The breakdown of costs by HIPC 
status is shown in Figure 3.8. 
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The Multilateral 
Debt Relief Initiative (MDRI)
The MDRI provides additional debt relief 
under the enhanced HIPC Initiative to eli-
gible RMCs that have reached their com-
pletion points. Under the MDRI, donors are 
committed to cancel ADF loans for debts 
outstanding and disbursed, effective from 
the cut-off point (end-December 2004), and 
to compensate the Bank “dollar for dollar” 
for the MDRI-related foregone reflows over 
a 50-year period to safeguard the long-term 
financing capacity of the ADF. The estimated 
cost of the MDRI is UA 5.56 billion (US$ 
8.78 billion) (see Annex II-16). MDRI debt 
relief of UA 107.6 million was approved for 
The Gambia in 2008, which will be spread 
over a 50-year period. The total debt relief 
provided to the 19 MDRI-eligible RMCs in 
2008 is estimated at UA 41.6 million (US$ 
64.1 million). 

ADF-XI Resources and 
Allocation in 2008 
The total resources for the ADF-XI cycle 
amount to UA 5.76 billion, made up of UA 
3.70 billion of donor contributions and UA 
2.06 billion of the Advanced Commitment 
Capacity (representing internally generated 
resources). After adjustments for carry-over 
resources from previous ADF replenishments, 
total ADF-XI resources available amount to UA 
5.90 billion. The amounts set aside from the 
ADF-XI resources for the Fragile States Facility, 
regional operations, and contingencies are 
respectively: UA 408.4 million, UA 953.0 
million, and UA 456.7 million. This leaves UA 
4.08 billion available for allocation to the 40 
ADF-eligible RMCs under the Performance 
Based Allocation (PBA)  system. 

As at end-December 2008, UA 1.25 billion 
(30.6 percent) of the available resources 
under the PBA system had been commit-
ted. Of the resources for regional opera-
tions, UA 409.2 million (42.9 percent) had 
been committed. The Fragile States Facility 
was augmented with carry-over resources 
of UA 102.9 million from the former Post 

Conflict Country Facility, which raised its 
funding level to UA 511.4 million. During 
2008, UA 35.6 million (6.9 percent of total 
resources) was committed from the FSF to 
Burundi, Togo, and Liberia.

The Performance-based Allocation (PBA) sys-
tem determines the amount of ADF resources 
allocated to each of the 40 eligible RMCs, 
while the Debt Sustainability Framework 
(DSF) determines the country-specific financ-
ing terms in the form of loan, grant, or a 
loan/grant combination. The DSF country 
classification applied during 2008 is pre-
sented in Table 3.1.

PARTNERSHIPS 
AND COOPERATION 
ACTIVITIES

During 2008, the Bank continued to 
strengthen strategic partnerships with vari-
ous development actors, including bilateral 
aid agencies, multilateral development insti-
tutions, African civil organizations, regional 
economic communities (RECs), and private 
sector organizations. Consultations were 
held with representatives of all 18 bilateral 
and several multilateral development part-
ners of the Bank. These provided the oppor-
tunity to identify common areas of interest 

and to discuss how best to move the African 
development agenda forward. 

The objective of the Bank’s partnerships 
and cooperation activities is to supplement 
Bank Group lending and human resources 
through the mobilization of financial inputs 
and technical assistance, principally through 
cofinancing, technical cooperation arrange-
ments, and secondments. This approach is 
fully in line with the Paris Declaration on Aid 
Effectiveness, which calls on the international 
aid community to harmonize their activities at 
all levels and to leverage their internal capaci-
ties to maximize results on the ground.

It is in this context that the Bank has been 
undertaking a series of measures to bet-
ter align its partnership activities with its 
new strategic direction and core mandate. 
The key precepts of the ongoing structural 
reform are: to streamline and standardize 
business processes; to establish a basic infor-
mation management system; to build more 
proactive communications with user depart-
ments and external partners; and to deliver a 
marked qualitative improvement in staffing 
and teamwork. As a result, the year 2008 
witnessed notable progress, particularly in 
the areas of trust fund management and 
institutional partnership management, as 
detailed below.

Table 3.1: Classification of ADF RMCs based on the 2008 DSF Risk of 
Debt Distress

Classification under DSF Countries 

Green – Loans only (14 RMCs) Angola, Cameroon, Cape Verde, Ghana, Kenya, 
Madagascar, Mali, Mozambique, Nigeria, Senegal, 
Tanzania, Uganda, Zambia, Zimbabwe

Yellow – Loan/Grant Combination (8 RMCs) Benin, Burkina Faso, Ethiopia, Lesotho, Malawi, 
Mauritania, Niger, Sierra Leone

Red – Grants only (18 RMCs) Burundi, Central African Republic, Chad, Comoros, Congo 
Rep. of, Congo DRC, Côte d’Ivoire, Djibouti, Eritrea, 
Gambia, Guinea, Guinea-Bissau, Liberia, Rwanda, São 
Tomé & Principe, Somalia, Sudan, Togo 
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Figure 3.9: Resources Invested by the Bank Group in Cofinancing 
Projects, 2000-2008 (UA millions)
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Figure 3.10: The Bank Group’s Principal Cofinanciers, 2008 (UA millions)

Cofinancing Operations
During 2008, the Bank approved 31 cofi-
nancing projects compared to 28 in 2007. 
The total cost of these projects amounted to 
UA 8.05 billion, compared to UA 7.47 bil-
lion in 2007, a rise of 7.8 percent. The Bank 
Group’s contribution amounted to UA 1.46 
billion or 18.1 percent of the total, com-
pared to UA 1.29 billion in 2007. The amount 
invested by the Bank Group in cofinancing 
projects in 2008 is the highest since the start 
of its activities (see Figure 3.9).

During 2008, the Bank group mobilized UA 
4.74 billion from its external partners to 
cofinance 26 national projects and 5 mul-
tinational projects compared with UA 4.20 
billion in 2007; a rise of 12.9 percent (see 
Table 3.2). The volume mobilized in 2008 
from multilateral and bilateral partners was 
UA 4.60 billion compared to UA 3.53 billion 
in 2007. Among the multilateral partners, 
the main cofinanciers were: the World Bank, 
the European Union (EU), the International 
Monetary Fund (IMF), and the European 

Investment Bank (EIB). The principal bilateral 
cofinanciers were the United Kingdom, the 
Netherlands, France, Sweden, Canada, Arab 
institutions, Germany, Ireland, and Denmark 
(see Figure 3.10).

In addition to contributions from multilat-
eral and bilateral partners, a further UA 
139.2 million was provided by private sec-
tor institutions, notably in 3 key projects: the 
Derba Midroc Cement Project in Ethiopia; 
the Doraleh Container Terminal Project in 
Djibouti; and the Guinea Alumina Project 
in Guinea (see Project Profiles at the end of 
Chapter 4 for full details). 

Local firms, governments and beneficiaries 
played a key role by committing UA 1.85 
billion to projects and programs in 2008, 
which was a 7.5 percent decrease from 2007 
when the local contribution stood at UA 2.00 
billion. There were in addition unspecified 
contributors. 

The top sector to benefit from cofinancing 
in 2008 was multisector, which rose sharply 
to UA 6.20 billion (total project costs), com-
pared to just UA 485.62 million in 2007. This 
reflects the Bank’s new selectivity and focus, 
in line with its Medium Term Strategy, on 
major investments to improve governance in 
its RMCs and thereby enhance the business 
environment. The next largest beneficiary 
sector was infrastructure – transportation, 
water supply and sanitation, and power – 
which together accounted for UA 1.05 bil-
lion in total project costs. Industry, mining 
and quarrying was the third largest sector in 
terms of total project costs with UA 371.5 
million (see Table 3.2). 
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Bilateral Technical 
Cooperation Activities
The Bank mobilizes and manages Technical 
Cooperation Funds (TCFs) as well as in-kind 
expertise (technical assistance, seconded 
staff etc.) from donors to complement its 
own resources. A proportion of the TCFs 
goes to build the in-house capacity of the 
Bank, such as the ongoing institutional 
reforms. From the existing TCFs, a total of 
UA 11.1 million was allocated to 49 activi-
ties in priority sectors of the Bank, namely, 
infrastructure, governance, water, private 
sector, regional integration, climate change, 
and the results agenda. Furthermore, a total 
of 22 Technical Assistance experts continued 
to work with the Bank. 

To achieve more effective management of 
existing resources (single and multi-donor), 
during 2008 the Bank continued to imple-
ment its Technical Cooperation Fund Reform 
Policy (TCFRP), which requires the standardi-
zation and simplification of its internal proc-
esses and donor conditions. It also requires 
the alignment of Bank policies with those 
of other MDBs. For the single-donor or bilat-
eral technical cooperation funds, the Bank 
is seeking to ensure that the balance of the 
trust funds established pre-TCFRP is fully uti-
lized before September 2009. New resourc-
es mobilized during the year 2008 were 
negotiated in line with the TCFRP, which 
promotes multi-donor thematic funds, the 
introduction of a standard administrative 

fee of 5 percent, and the setting-up of a 
minimum threshold of UA 0.7 million (US$ 
1.0 million) for single donor TCF and UA 
1.3 million (US$ 2.0 million) for multi-donor 
funds. Commitment level of all funds to indi-
vidual activities without prior approval from 
the respective donors stands at UA 64,923 
(US$ 100,000) for single donor funds and 
UA 324,618 (US$ 500,000) for multi-donor 
funds, in accordance with the Delegation of 
Authority Matrix of the Bank. 

Bilateral Trust Funds
Under the bilateral trust funds, as at end-
December 2008, UA 13.3 million had been 
approved for 55 activities, compared with UA 
7.6 million in 2007, representing an increase 

Table 3.2: Cofinancing Operations by Source and Sector, 2008
 (UA millions)

SOURCE OF COFINANCING Total  
Cost of 

Co-financed 
Projects

(10)=’(4)+
(8)+’(9)

Bank Group Contribution External Sources Local* *

Sector
ADB

(1)
ADF

(2)
NTF
(3)

Total
(4)=’(1)+

(2)+’(3)
Bilateral

(5)
Multilateral

(6)
Other*

(7)

Total
(8)=’(5)+

(6)+’(7) (9)

Agriculture and Rural 
Development

-  40.00  -  40.00  37.26  54.34  -  91.60  54.64  186.24 

Social 59.87  29.00  -  88.87  -  37.25  40.39  77.64  20.93  187.45 

Water Supply & Sanitation 23.42  50.94  -  74.36  69.96  113.12  -  183.08  42.35  299.80 

Power 26.06  111.77  -  137.83  64.45  49.89  -  114.34  11.15  263.32 

Communications -  -  -  -  -  -  -  -  -  - 

Transport 50.96  204.80  -  255.76  42.01  19.53  12.74  74.28  158.17  488.21 

Finance -  -  -  -  -  -  -  -  - 

Multisector  73.90  579.35  -  653.25  1,884.73  2,137.85  -  4,022.58  1,519.39  6,195.22 

Industry, Mining and 
Quarrying

177.98  -  -  177.98  -  67.73  86.02  153.75  39.77  371.50 

Environment -  30.00  -  30.00  3.33  22.69  -  26.02  3.69  59.71 

TOTAL 412.20 1,045.86  -  1,458.06  2,101.74  2,502.41  139.15  4,743.30  1,850.09  8,051.45 

Source : ADB Statistics Department, Economic and Social Statistics Division
Notes :
* Including private sources such as commercial banks, export credits and unspecified sources.
* * Including Government and Local financiers.
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of 75.0 percent. The United Kingdom was 
the largest donor, approving UA 6.9 million 
for governance, infrastructure, water, climate 
change, and aid harmonization. The second 
largest donor was Korea, which approved UA 
2.1 million under the Korea–Africa Economic 
Cooperation (KOAFEC) Trust Fund to finance 
the 2nd KOAFEC Ministerial Conference in 
Seoul, and workshops in Ghana, Korea, South 
Africa and Tanzania. Japan, the third largest 
donor, approved UA 0.78 million for pover-
ty reduction strategy programs and census 
activities in Burundi, Cameroon, Malawi, and 
Rwanda. About 75 percent of the approved 
UA 13.3 million in 2008 came from the new 
untied trust funds established since 2007, 
in line with the Bank’s TCFRP. 

Accelerated Use of Bilateral Trust Funds: The 
steep increase in approvals under the bilat-
eral trust funds is largely due to the intro-
duction of annual work programming, and 
a move away from ad hoc application and 
processing. The Bank’s quarterly e-dissemina-
tion of updated information on available trust 
funds to user departments has also made a 
positive contribution to the accelerated uti-
lization and more efficient use of trust fund 
resources. This, in turn, has resulted in better 
integration and mainstreaming of trust funds 
into the core operations of the Bank. 

Untying of Trust Funds: In line with the TCFRP 
approved in 2006, the Bank has been pro-
moting the untying of trust funds to specific 
conditionalities, in order to increase effi-
ciency and flexibility in their usage. Since 
mid-2007, untied bilateral trust funds have 
been established with the UK (UA 12.3 mil-
lion/GBP 13.0 million), Korea (UA 3.3 million 
/US$ 5.0 million), Canada (UA 2.6 million/
C$ 5.0 million), Finland (UA 1.2 million/EUR 
1.35 million), and Portugal (UA 1.81 million/
EUR 2.0 million), with an additional UA 13.0 
million (US$ 20.0 million) pledged by Korea 
for replenishment in early 2009. Portugal 
has agreed to fully untie its fund, which is 
a notable departure from the previous 100 
percent tied fund.

Multidonor Thematic Funds
In 2008, resource mobilization for multido-
nor thematic funds included: UA 5.7 million 
(GBP 6.0 million) from the UK and UA 1.8 
million (EUR 2.0 million) from Germany for 
NEPAD-IPPF; UA 10.8 million (EUR 12.0 
million) from Spain and UA 7.7 million (EUR 
8.5 million) from Norway for the African 
Water Facility.

Institutional Partnerships
At the Tokyo International Conference on 
African Development (TICAD) in May 2008, 
Japan pledged its second loan under the 
Enhanced Private Sector Assistance (EPSA) 
Initiative for an amount of US$ 300.0 mil-
lion (UA 194.8 million). The bilateral loan 
agreement was signed in Tunis in September 
2008 and the first disbursement of US$ 30.0 
million (UA 19.5 million) was drawn imme-
diately afterwards. EPSA is a joint initiative, 
conceived in 2005, between the Japanese 
Government and the Bank to develop the 
private sector in Africa for the sustainable 
development of RMCs.

In 2008, the Bank’s existing bilateral part-
nerships were formalized with Denmark, 
Finland, Germany, Japan, the Netherlands, 
Norway, and Portugal. Moreover, the part-
nership horizon was expanded through the 
forging of new institutional arrangements 
with both traditional and new partners, in full 
alignment with the Bank’s new focal areas. 
During 2008, MOUs were signed with:

Emerging donors:•	  China Exim Bank, 
China Development Bank, the Korea 
Ministry of Strategy and Finance (UA 
129.9 million/US$ 200 million has been 
earmarked by the countries for cofinanc-
ing), and the Korea Communications 
Commission;
Private sector: •	 Microsoft Africa; 
Knowledge institution:•	  Tsukuba Univer-
sity in Japan (for Higher Education, and 
Science and Technology);
Traditional partners:•	  IFAD, the Develop-
ment Bank of Austria, BADEA, and the 

Japan International Cooperation Agency; 
and
Libya: •	 Under this MOU, an amount of 
US$ 4.00 billion (UA 2.60 billion), repre-
sent ing 80 percent of the resources of 
the Libyan Trust Fund, will be used to 
cofinance projects in the private sector. 
Of the remainder, up to US$ 750 million 
(UA 486.9 million) will be utilized to 
provide concessional financing to public 
sector projects.

In 2008, the Bank prepared a database 
of all the existing Bank Group partnership 
agreements formalized since its inception, 
covering 125 bilateral and 66 multilateral 
agreements. This will serve as the Bank-
wide Partnership Management Information 
System, which will facilitate a comprehen-
sive review of progress and achievements 
made under each partnership agreement. 
As a part of this process, priority partners 
will be identified to enable a more focused 
strategic partnership agenda. 

Other Activities: Partnership 
Events and Business 
Opportunities Seminars
In 2008, a number of key partnership events 
were organized by the Bank, including: the 
launch of a tripartite AfDB-DFID-France part-
nership in Tunis; a AfDB-WB joint conference 
on MICs in Cairo; and the launch of an AfDB-
EC-WB tripartite partnership, held in Tunis. 

The Bank also jointly organized, with the 
Government of Korea and the Export-Import 
Bank of Korea, the 2008 KOAFEC Ministerial 
Conference, held in Seoul in October. The 
Conference served as a platform to explore 
opportunities for mutually beneficial eco-
nomic cooperation between Africa and 
Korea. It also witnessed the adoption of 
the “Seoul Initiative”, laying the foundation 
for the KOAFEC Action Plan 2009/10 to fos-
ter synergies between Africa and Korea, in 
particular in the areas of: (i) infrastructure 
and sustainable natural resources develop-
ment; (ii) information and communications 
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technology (iii) human resources develop-
ment; (iv) knowledge sharing; (v) agricul-
tural and rural development; and (vi) green 
growth partnership.

In December 2008, the Bank hosted an MDB 
Roundtable on Trust Fund Management and 
Cofinancing. Representatives of AsDB, EBRD, 
EIB, IADB, IFC, IMF, and the WB discussed 
such issues as the mainstreaming of trust 
funds into the institutions’ core operations, 

the tying and untying of funds, opportunities 
of working with emerging donors, resource 
mobilization, and the financial crisis. 

Furthermore, during the course of the year, 
8 business opportunities seminars (BOSs) 
were organized for Argentina, Austria, Brazil, 
Germany, India, Japan, the Netherlands and 
South Africa. These had 2 principal objectives: 
(i) to inform potential sponsors/co-investors 
in the wider business community about the 

opportunities available for participation in 
Bank-funded projects and (ii) to familiar-
ize participants and potential cofinanciers 
with the Bank’s procurement systems. While 
the benefits of these seminars are widely 
acknowledged by both the countries and the 
Office of the Executive Directors concerned, 
potential measures to improve cost-effec-
tiveness, such as the introduction of e-based 
seminars, are being investigated. 
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