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High Level Seminar on Aid Allocation Systems in Africa 

Port Louis, Mauritius 

16-17 February 2012 

 

Executive Summary 

 

This summary report presents the main findings and recommendations of a panel of aid 

experts and scholars who participated in the High Level Seminar on “Aid Allocation Systems 

in a changing Africa”, organized by the African Development Bank (AfDB) and hosted by 

the Government of Mauritius on February 16
th

-17
th

, 2012.  

 

Evolving Global and Regional Context  

 

In 2001, the AfDB adopted a performance-based allocation (PBA) system to ensure a more 

rational, orderly distribution of scarce aid resources to ADF-eligible countries.  This system 

was designed primarily to reflect country needs and institutional performance.  The ADF 

allocation system has delivered a number of benefits, both for donor and recipient 

governments.  Most notably, it has helped the Fund to increase donor confidence and to 

secure a three-fold increase in resources mobilized from donors over the last decade (moving 

from UA 2 billion in 1999, to UA 6 billion in 2010).   

 

At the same time, the African continent and other developing countries witnessed significant 

changes over the last decade. These trends have direct and indirect implications for the 

continued relevance and appropriateness of the ADF’s aid allocation methodology: 

 

 The composition of financial flows to Africa has changed dramatically; with foreign 

direct investment now exceeding official development assistance in several countries.  

This has reduced the built-in incentive structure to improve institutional and AfDB 

portfolio performance. Emerging donors now account for a significant portion of 

financing flows to the region, being the largest sources of development finance in 

some African countries.    

 

 Many developing countries, including African economies, have achieved strong, 

consistent economic growth. Yet, most of the many countries which are projected to 

graduate from concessional assistance over the next 10-15 years are outside the 

Continent.  This will leave IDA and the ADF with nearly identical client countries; 

thereby raising pressing questions about appropriate division of labour and 

comparative advantages.   

 

 While multilateral aid flows to Africa have strongly increased during the last five 

years, they could not prevent recurring external shocks in more structurally-

vulnerable African countries.  While Africa has achieved resilient growth over the 

last decade, its future prospects remain vulnerable to the unrelenting threat of the 

global economic downturn. 

 

 ADF donor governments now have more constrained aid budgets, which will further 

accelerate the need for greater prioritization and demonstration of development 

outcomes – both within the aid allocation process and ex-post reporting mechanisms. 
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 The Arab Spring has illustrated that traditional government measures (e.g., CPIA) 

may not be effective indicators of broader governance, accountability, and social 

inclusion.   

 

 The AfDB has completed widespread operational and human resource reforms. As a 

result, infrastructure now accounts for nearly 80 percent of the Bank’s existing 

portfolio.  In addition, the AfDB has become more widely recognized as a knowledge 

leader with significantly expanded internal analytical expertise. 

 

 Research literature of the last decade has shown that aid effectiveness does not 

primarily depend on the quality of policy and governance, but is higher in more 

vulnerable countries due to the capacity of aid to dampen external and natural shocks. 

 

Diagnostic: Existing PBA System Deficiencies 

 

In the context of an evolving regional and aid environment context, the Seminar participants 

identified a number of existing PBA system deficiencies.  These include:   

 

 The AfDB’s institutional mission and core programmatic priorities (e.g., 

infrastructure and regional integration) are not reflected in the existing system.  

Instead, the allocation methodology tracks IDA’s more expansive portfolio (social 

service delivery, public sector reform, etc).  There is a rationale for an allocation 

system specific to the ADF. 

 

 Development need measures do not capture poverty prevalence levels and income 

distribution within African societies.  Therefore, the existing variables may be an 

inaccurate, or even misleading, proxy for development needs.     

 

 Structural vulnerabilities (e.g., higher exposure to exogenous shocks) could be better 

reflected in the core allocation system.
1
 

 

 Outcome measures are not reflected in the existing system and the portfolio 

performance weighting may be seen as unsatisfactorily low.   

 

 Country ownership is undermined through an assessment of the performance through 

external criteria and norms of a good policy.  

 

Strategy: Aid Allocation Reform Recommendations 

 

Building upon their diagnostic, participants broadly agreed that AfDB management and ADF 

donors should actively consider a number of specific adjustments to the existing aid 

allocation methodology. Rather than the creation of an entirely new approach, these 

recommendations reflect customized reforms to the current formula 

 

(1) AfDB Mission Alignment:  The PBA should reflect country performance and capacity 

related to the Bank’s core mission (e.g., infrastructure and regional integration).  

Specifically, the CPIA composition should be revisited.  CPIA indicators should be 

added to address infrastructure-related regulatory capacity, maintenance performance, 

                                                             
1
 Although, structural vulnerabilities are addressed, in part, through the Fragile States Facility 
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and other related institutional factors. Supplementary indicators could be added to 

capture regional integration issues. Some existing CPIA indicators that are not closely 

related to the Bank’s core programmatic focus areas should be removed.
2
  If the 

institutional mission is adjusted going forward, then the PBA methodology should 

reflect these changes.   

 

(2) Development Needs:  The needs-based component should be adjusted to better 

capture structural handicaps faced by receiving countries.  There was broad consensus 

that the development needs component should address structural vulnerabilities (e.g., 

external shocks and climate-induced shocks).
3
 As a consequence, it might not be 

useful to treat separately a special group of fragile states.  Participants also agreed 

that the low level of human capital could be taken into account. The participants were 

also concerned by social equity and poverty prevalence issues.
4
 Lastly, there was 

discussion about the feasibility of including a variable that captures resource 

availability (from other donor organizations, domestically-generated resources, and 

private capital).  

 

(3) Outcome-Based Performance:  The existing portfolio performance component should 

be adjusted to better reflect AfDB programmatic outcomes.
5
  Moreover, the new 

development outcome indicators, either treated as components of or replacements of 

the portfolio performance, should receive a higher formulaic weighting than the 

existing portfolio performance component.  Participants noted that additional analysis 

will be required to determine appropriate options for addressing programmatic 

sustainability while also ensuring allocation sensitivity on a timely basis.  

 

(4) Support to Regional Integration: There has been a broad consensus on the priority to 

be given to regional integration in the AfDB activities and to the need to enhance the 

support presently given through the special reserve for integration. Participants 

discussed possible reforms for the implementation of such an enhanced support. One 

option would be to allocate national drawing rights for regional projects according to 

an indicator of the needs of regional integration. Another one would be to finance 

African regional institutions.  

 

Additional Considerations 

 

Lastly, the Seminar participants discussed a range of other issues that are not directly related 

to the aid allocation formula.  There were discussions on the possibility that country 

allocations be determined on a tri-annual basis; with year-to-year adjustments in the event of 

significant deviations in performance or exogenous conditions.  Participants also discussed 

how the ADF should support private sector-based development priorities, including both 

                                                             
2
 This reform also will align the PBA’s incentive structure almost entirely to areas with direct AfDB 

engagement.  Exceptions would include CPIA indicators such as, macroeconomic management and fiscal 

policies.   
3
 There was a clear consensus that the AfDB’s aid allocation approach should not address climate mitigation 

issues. 
4
 The Participants agreed that this is one way to address inclusive growth concerns and priorities. 

5
 Examples include: (1) number of farmers with improved incomes due to the construction of rural feeder roads; 

(2) establishment of new businesses due to improvements in power reliability and affordability.  In the event 

that an interim approach is required, participants explored three possible alternatives: (i) physical measures that 

are proxies of the real outcome; (ii) system performance measures; and (iii) national-level MDG progress 

indicators.   
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indirect measures (e.g., improving infrastructure quality and regional linkages) and direct 

measures (e.g., credit enhancement instruments).   

 


