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Executive Summary 

1. The African Development Bank Group views support for private sector development and 
assistance to build capable and responsive states as the principal means to fulfil its mandate 
to “contribute to the sustainable economic development and social progress of its regional 
member countries individually and jointly.” This Private Sector Development Policy will 
ensure that the bulk of the Bank Group's projects and policy-based operations contribute 
directly to strengthening the private sector throughout the continent. 

2. The Bank Group’s Policy will advance three long-term objectives: 
a) Improvement of the investment and business climate and the strengthening of 

international competitiveness; 
b) Development of social and economic infrastructures and increasing access by 

households  and enterprises to reliable, quality services; and  
c) Development of a vibrant private sector ecosystem of industrial and commercial 

enterprises, financial intermediaries, capital markets, and corporate services firms 
connected by efficient value chains. 

3. In supporting the objectives stated above, the Bank Group will be guided by eight key 
principles. These are: (a) respect for the ‘ownership’ over private sector development by 
regional member countries (RMCs); (b) focus on efficiency and inclusive development 
results; (c) leveraging effective partnerships in support of private sector development; (d) 
striving to ‘crowd in’—rather than ‘crowding out’—private sector operators; (e) promoting 
open markets and fair competition; (f) embedding social and environmental responsibility in 
private sector development; (g) maintaining financial integrity of the Bank Group; and (h) 
the Bank Group’s continued relevance to all its RMCs. 

4. Under the first policy objective, pertinent issues include: support to RMCs toward reforming 
policies and building critical institutions; promoting good corporate governance; integrating 
RMCs into regional economies and the global economy. The second policy objective relates 
to the Bank Group’s assistance and support to RMCs and private sector operators in 
developing infrastructures and increasing access by households to reliable social and 
economic services as a means toward inclusive economic growth and development, as well 
as being critical enabling factors for business development and for attracting investment. The 
third objective tackles key issues in the development of the private sector ecosystem which 
include promoting local entrepreneurship; employment and sustainable livelihoods; financial 
intermediaries and capital markets; and the empowerment of women in the private sector. 

5. In order to maximise the Bank Group’s impact, a “One Bank” approach will be followed. 
Under this approach, all organisational units of the Bank will support private sector 
development. Furthermore, all sector, country and regional operational strategies of the Bank 
Group will mainstream private sector development as a core objective.  

6. The principal operational tools for the policy’s implementation will be a combination of: (a) 
sovereign financing operations, including project and programme financing, (b) knowledge-
intensive activities—analytical and diagnostic studies, policy dialogue, advisory services, 
and knowledge dissemination; and (c) private sector and other non-sovereign financing 
operations, accompanied by technical assistance and advisory services as needed. 

7. After incorporating feedback from external consultations, a revised draft Private Sector 
Development Policy will be submitted to the Board of Directors of the African Development 
Bank Group for review. Furthermore, Management will recommend that the 1986 Industrial 
Sector Policy Guidelines be formally superseded, as its goals and objectives are covered by 
this Policy. 
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PRIVATE SECTOR DEVELOPMENT POLICY Of 
THE AFRICAN DEVELOPMENT BANK GROUP 

 

 

I. Introduction 

1.1 The private sector is an important engine for economic growth, development and 
social progress in Africa as well as in other regions of the world.  The African Development 
Bank Group (‘the Bank Group’) over the years has supported the development of the business 
sector in Regional Member Countries (RMCs) using a range of direct and indirect operational 
modalities and financing instruments. Since 2006, the Bank’s non-sovereign operations 
aimed at providing the private sector of RMCs with direct financing have grown impressively 
in terms of number of approvals, aggregate commitment value, and number of countries 
benefiting.  

1.2 It is also important to note that, by the end of 2011, the Bank had provided direct 
financing to private sector operators in 38 out of the 54 RMCs. In addition to the direct 
support, multinational operations, particularly lines of credits to regional Development 
Financial Institutions (DFIs) and private equity funds,  have enabled the Bank to have a wider 
foot print on the continent. However, the Bank recognizes that there is still considerable 
scope for the Bank Group to maximize its impact by stimulating the synergy between the 
public sector and the private sector that is required for strong inclusive economic growth. It is 
for this reason that the Bank Group has decided to articulate a specific policy to guide its 
support to private sector development. 

1.3 Consequently,  during consultations on the Sixth General Capital Increase (GCI-6) 
and the Twelfth Replenishment of the African Development Fund (AfDF-12), the Bank 
Group’s Management undertook to “draw up a comprehensive policy for private sector 
development” to provide a “coherent guide for the Bank’s private sector operations.”  The 
proposed Private Sector Development policy is part of the process towards fulfilment of this 
undertaking. It outlines the principles that will guide the Bank Group in its assistance to 
clients, based on an analysis of the challenges and opportunities of the private sector in 
Africa, and lessons learned from the Bank Group’s and other development partners’ past 
experiences.  

1.4 The Private Sector Development Policy will ensure the Bank Group-harnesses all its 
lending and non-lending instruments to strengthen the private sector in Africa. The policy is 
underpinned by acknowledgment of the critical role that the private sector plays in sustaining 
RMCs’ robust inclusive economic growth and broad-based development. It is aimed at 
harnessing all organisational units of the Bank in assisting countries to accelerate private 
sector development. Under this policy, support for private sector development will be 
mainstreamed in all operational strategies of the Bank Group. 

1.5 This Policy Paper consists of five sections, supported by five technical annexes. 
Following this introduction, Section II presents the Bank’s vision, objectives, and guiding 
principles for private sector development support. Policy stances on specific key issues are 
outlined in Section III. Implementation modalities are presented in Section IV. The paper 
concludes with a brief statement and recommendations in Section V. Annex 1 presents the 
opportunities and challenges for private sector development in Africa, Annex 2 summarizes 
the lessons from the Bank’s past experiences, Annex 3 outlines the Bank Group classification 
of private sector enterprises, and Annex 4 summarizes the Industrial Sector Policy of the 
Bank Group.  
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2. Vision, Objectives and Guiding Principles 

2.1 Vision 
 The Bank Group’s vision of Africa is of a continent that will be increasingly prosperous, and 
whose sovereign states will remain peaceful and stable.1 Growth rates will be robust, 
sustainable, and opportunities and benefits will be progressively more equitably shared 
among population segments.  This economic dynamism will be propelled largely by 
countries’ deepening integration into viable regional economic spaces. The private sector will 
be a powerful driver of economic and social well-being in the continent—creating good jobs 
for a growing working population; generating rising incomes; and supplying an expanding 
range of quality goods and services at competitive prices. 

2.2 Goal  
In line with its mandate, the goal of the Bank Group in promoting private sector development 
is to contribute, through assistance for strong, sustained and inclusive economic growth, to 
sustainable development in all its regional member countries.  

2.3 Objectives  
Towards the goal of sustainable development, the Bank Group will help its regional member 
countries (RMCs) achieve inclusive economic growth under three major objectives: 

a) Improvement of the investment and business climate to strengthen international 
competitiveness; 

b) Enhanced access for all to quality social and economic infrastructures; and   
c) Development of a vibrant private sector ecosystem of industrial and commercial 

enterprises, financial intermediaries, capital markets, and corporate services firms. 

2.4 Guiding Principles  

In supporting the private sector development objectives stated above, the Bank Group, its 
Management and staff will be guided by eight principles outlined below. 

Principle  1:  Respect  for  RMCs’  ‘Ownership’  of  Private  Sector  Development. In its 
operations in support of private sector development, the Bank Group will respect the 
‘ownership’ role of governments and stakeholder groups in RMCs, along the following lines: 

a) Alignment to Country Priorities. Bank Group assistance and financing will be aligned to 
countries’ strategic priorities. In line with the Bank’s Charter,2 financing shall not be 
provided for a project in the territory of a member country if its government expressly 
objects thereto. 

b) Use of Country Systems. The Bank will strive to use country systems in RMCs where 
they are as strong as or exceed the standards that the Bank is committed to promote. In 
cases where country systems are inadequate the Bank Group will seek to strengthen 
them. 

c) Emphasis on Clients’ Responsibility and Mutual Accountability. In dialogue with public 
and private clients, Bank staff will emphasise clients’ responsibility for success and 
accountability in their operations supported by the Bank Group. 

                                                 
1  “Investing in Africa—The ADB in the 21st Century”; Report of an independent High Level Panel (Joachim Chissano, former President of 

Mozambique; and Paul Martin, former Prime Minister of Canada; Co-Chairpersons). 
2  Agreement Establishing the African Development Bank; signed in August 1963; 2011 edition; Article 17.1(b). 
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d) Awareness  of  Conflicts  of  Interest. Beyond monitoring and ensuring the fulfilment of 
conditions of financing agreements, the Bank, will strive to avoid situations of potential 
conflict of interest.3 In cases where the provision of advisory services to clients has the 
potential to conflict with the role of the Bank as financier or to put at risk the Bank’s 
credit through moral hazard—particularly (but not only) in the case of non-sovereign 
operations—a firewall arrangement will be put in place to separate the Bank Group’s 
advisory activities from lending operations to the same clients. 

Principle  2:  Focus  on  efficiency  and  inclusive  development  results.  In its operations in 
support of private sector development in RMCs, the Bank Group will aim at concrete 
development results that contribute to sustainable development, through strong, green and 
inclusive growth, as highlighted below:   
a) Additionality, Development Outcomes, and Catalytic  Impacts. Bank’s operations both in 

public and private sector will be required,  ex-ante as well as ex-post, to demonstrate 
additionality, inclusive development outcomes, and catalytic impacts. 

b)  ‘Value for Money’. In recognition of the scarcity of resources in comparison with RMCs’ 
development opportunities and challenges, the Bank embraces, and will actively promote 
to its clients, the principle of ensuring ‘value for money’.  

Principle 3: Leveraging Enhanced Partnerships. A range of bilateral, multilateral, and non-
governmental development agencies provide assistance to African countries on different 
aspects of private sector development. The Bank will prioritise partnerships with other 
organizations, aiming to build synergies and complementarities. 
a) Selectivity and Comparative Advantage. In determining its operations to support private 

sector development, the Bank will take into account its comparative advantages and that 
of other development agencies. 

b) Collaboration with  Development  Partner  Agencies.  A high priority will be placed on 
tapping technical resources and skills of development partners through collaboration, co-
financing, technical assistance, cost sharing, and pooling of expertise. 

c) Mutual Accountability. Collaboration and partnership with other development agencies, 
private sector associations and enterprises, and civil society organisations will be 
anchored on mutual accountability for results and ethical standards in private sector 
development. 

Principle 4:  ‘Crowding  in’ Private Operators. Related to additionality, the Bank will aim to 
‘crowd in’—rather than ‘crowd out’—investors and available commercial sources of 
financing and technical services. In this regard, on a case-by-case basis, the Bank will be 
open to opportunities to leverage financial resources, technical expertise, and commercial 
connections of viable regional and non-regional private operators. 

Principle  5:  Promoting  Open  Markets  and  Fair  Competition. Through its financing 
operations, the Bank Group will promote private-sector-led development driven by markets 
that are open and competitive, and subject to laws and regulations sufficient to ensure the 
public good, fair-play and trust among the numerous counterparties. 

a) Competition and Efficient Markets. The Bank Group will support authorities in RMCs in 
their efforts to open markets, rationalise tariff and non-tariff barriers, and improve 
regulation with a view to widening opportunities for enterprises and entrepreneurs while 
protecting the interests of consumers. In financing infrastructures, and utilities, or social 
projects, the Bank will prefer projects that are based on ‘competition in the market’, or 

                                                 
3  As an equity participant in specific catalytic private-sector enterprises, the Bank may deem it essential to participate in the Boards of 

Directors of such enterprises; but, this is not considered as tantamount to exercising “day-to-day management” of the enterprises 
concerned. 
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‘competition for the market’ in the form of a well-structured concession with specified 
durations. 

b) ‘Do  no  harm!’—Minimisation  of  Market  Distortions.  In its financing of sovereign, 
private sector and other non-sovereign operations, the Bank Group will strive not to 
augment market distortions—by (among other practices) granting  subsidies, promoting 
differential regulatory treatment among competing enterprises. When the use of 
subsidies is found to be necessary—for example, to assure access to basic social services 
for the poor and vulnerable segments, or to stimulate investment and production 
expansion—the Bank Group will provide support only after ascertaining that such 
subsidies are fiscally sustainable; in the case of production, that they are admissible 
under trade agreements to which the RMC is a party; and, in most cases, that there is 
firm commitment to phase them out over a finite timeframe. 

Principle  6:  Embedding  Social  and  Environmental  Responsibility  in  Private  Sector 
Development. In all its operations, the Bank will promote environmental and social 
responsibility, sustainability, and good corporate conduct. 

a) Good Practices and Ethical Standards. The Bank will expect its partners and clients in 
private sector development to adhere to good practices in their conduct of both sovereign 
and non-sovereign financing operations, and to abide by ethical standards such as anti-
corruption, environmental and social safeguards, accountability and transparency. The 
Bank will enforce private sector enterprises to adopt good corporate citizenship 
behaviour, and compliance with best-practice norms such as the Bank Groups’ 
Integrated Safeguards System (ISS),4 the Extractive Industry Transparency Initiative 
(EITI), the Equator Principles, ISO14001 on environmental management standards and 
systems, and the Bank’s approved core labour standards which are in line with ILO 
Fundamental Principles and Rights at Work. 

b) Capacity Strengthening Assistance to RMCs and Private Sector Clients. In line with the 
ISS, the Bank will provide technical assistance to RMCs if required.  By the same token, 
necessary assistance will be provided to the Bank’s private sector clients to strengthen 
their capacity to respect the Bank Group’s environmental, climate and social safeguards. 

Principle  7:  Financial  Integrity  of  the  Bank  Group.  The Bank creates additionality by 
supporting operations that carry substantial but carefully assessed risks compatible with the 
Bank Group’s risk appetite. The Bank is committed to protect and preserve the highest 
possible international credit rating in its class of Multinational Development Banks (MDBs).5 
Towards that end, the Bank will maintain high standards of operational performance and 
financial prudence. Operational risks will be supported by appropriate risk management 
strategies. 

Principle  8:  Continuing  Relevance  to  all  Regional  Member  Countries.  The Bank will 
mainstream inclusive private sector development—by tailoring its assistance and support to 
the specific circumstances of countries at different stages of development—to demonstrate its 
relevance to all RMCs, i.e. middle-income countries, lower-income countries, as well as 
fragile states.. 

3. Policy Orientations in Support of Private Sector Development 

Section 3 outlines the Bank Group’s policy stances on some prominent issues in the private 
sector development agendas of African countries. The choice of issues that will be included 
in the Bank Group’s operational programme in any time period will be made on a selective 
                                                 
4  This is currently being developed. 
5  Since 2003, the African Development Bank has been rated AAA by major international credit rating agencies—Standard & 

Poor’s,  Fitch Ratings,  Moody’s,  and  Japan Credit Rating Agency. 
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basis, taking into account the priorities of RMCs, resources available to the Bank Group, its 
capacities and comparative advantage relative to other development assistance providers. 

3.1 Improvement of the investment and business climate  

3.1.1  Reforming  Policies  and  Building  Critical  Institutions. The Bank Group will use 
programme-based assistance to support RMCs in their efforts to continuously improve their 
investment and business climate and strengthen their international competitiveness. Under 
this objective, the main issues include the following: 

a) Promoting Good Governance. In line with its Policy on Good Governance,6 the Bank 
Group supports its RMCs in their efforts to promote: (i) effective, capable and responsive 
States served by a professional and apolitical civil service imbued with high moral 
values; (ii) a mobilised, well-informed and objective Civil Society; and (iii) a dynamic 
and highly productive Private Sector. In its policy dialogue and operations, the Bank 
Group will continue to promote accountability and transparency, fight corruption and 
criminal enterprise, foster broad participation in public decisions, and the rule of law. 

b) Property Rights. The Bank Group will support RMCs’ reforms of property rights and 
obligations, including countries’ introduction of land rights that are more gender 
equitable and more amenable to the modern market economy and financial systems.  

c) Ease of Doing Business. The Bank will support RMCs in modernizing, streamlining and 
increasing the effectiveness and fairness of their economic laws, investment codes and 
business regulations, in a bid to promote a more efficient and internationally competitive 
business environment.  

d) Financial and Capital Regulation. In line with its Financial Sector Policy,7 the Bank will 
collaborate with the IMF and the World Bank in supporting RMCs toward improving 
their regulation, supervision and oversight of financial institutions and capital markets, to 
bring them in line with mandatory or voluntary international standards. The objective 
will be to promote the development of sound and prudently managed financial 
institutions and efficient and reliable capital markets. 

3.1.2 Corporate  Governance. The Bank will promote the strengthening of corporate 
governance as one of the principal avenues in the formalisation of enterprises, in line with the 
2005 Bank Group’s Corporate Governance (CG) strategy. In so doing, the Bank will put 
particular emphasis on entrenching professional and accountable management, and ethical 
business conduct.  

3.1.3 Integrating RMCs into Competitive Regional Economies. The Bank Group will place a 
high priority on promoting regional cooperation and economic integration, in line with the 
mandate spelled out in the Bank’s Charter and in its Economic Cooperation and Regional 
Integration Policy.8 The Bank will promote synergies among African countries with particular 
focus on: (i) rationalisation  of  barriers to trade, investment flows and labour mobility; (ii) 
coordination of national policy frameworks with the goal of attaining macro-economic 
convergence within sub-regional economic spaces, and cooperation on monetary policy; (iii) 
harmonisation of commercial, business and environmental laws and regulations; (iv) 
integration of financial and capital markets, as well as the markets for infrastructure services; 
and (v) cross-border technology transfer and sharing.  

3.1.4 Integrating RMCs into the Global Economy. The Bank will intensify its advocacy role 
in highlighting the adverse effects of market distortions that undermine private sector 
                                                 
6  Policy on Good Governance; ADB/BD/WP/99/55/Rev.2/Approved & ADF/BD/WP/99/40/Rev.2/Approved; Jan. 19, 2000. 
7  Bank Group Financial Sector Policy; Board document codes ADB/BD/WP/2002/49/Rev.2, and ADF/BD/WP/2002/55/Rev.2; July 29, 

2003; Section 4.3. 
8 Economic Cooperation and Regional Integration Policy; Document codes ADB/BD/WP/2000/13 & ADF/BD/WP/2000/17; Feb. 3, 2000. 
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development in RMCs. At the same time, it will support trade development through technical 
assistance, analytical services, advocacy, aid for trade, and trade finance. An additional 
important objective will be to promote the transfer of appropriate technology and sharing 
experiences, lessons and good practices in promoting inclusive private-sector-led sustainable 
development and economic growth. 

3.2 Development of Social and Economic Infrastructures 

3.2.1 Infrastructure and socio-economic services, which represent more than two-fifths of 
GDP in advanced market economies, hold considerable potential for establishing enabling 
partnerships, promoting sustained growth of business activities and well-paying jobs in 
Africa. 
3.2.2  Economic  Infrastructures  and  Services  Delivery. The Bank will maintain a high 
priority on promoting the development of basic economic infrastructures at the national and 
regional levels, and the delivery of services of steadily improving quality.  The Bank will be 
ready to take the lead in this area. To that end, it will maintain strong analytical and 
operational capacity at the core of its comparative advantage vis-à-vis other development 
agencies. Within the scope of its infrastructure sector policies, the Bank will promote 
sustained extension and expansion of national and regional infrastructures and support access 
by households and enterprises, especially MSMEs. 

3.2.3 Public‐Private Partnerships.  Development of social and economic infrastructures and 
delivery of services present opportunities for governments, municipal and other local 
authorities in RMCs to leverage additional resources from competent private-sector 
operators. The Bank Group will promote PPPs and support RMCs’ efforts to establish 
regulatory, taxation and fiduciary frameworks that provide adequate incentives for private 
partners and safeguards for taxpayers and consumers of services. It will also support RMCs 
in building the capacity of central and local government departments to manage PPPs. 
Furthermore, in the Bank Group’s strategic priority areas, it will be ready to provide 
financing to the respective counterparties of viable PPPs. 

3.2.4 Access to Quality Social Services. The Bank Group will promote sustained increase in 
access by households to social services of steadily improving quality, as a means to human 
capital development and a rising standard of living for all. The principal focus of the Bank’s 
activities will be in the sub-sectors of Education, Health, and Social Protection, within the 
scope of its social sector policies. The Bank Group, however, will normally not take the lead 
in these sectors, as there is a range of other development agencies with stronger comparative 
advantages. 

3.3 Development of a Vibrant Private Sector Ecosystem  

3.3.1 For private sector development to serve as an engine of sustained improvement of 
conditions and prospects of the population at large, it must be transformative.  Such private 
sector development should be marked by establishment of a prolific network of innovative 
and internationally competitive value chains that produce specific goods and services for 
which there is domestic or export demand. In promoting inclusive private sector 
development, key issues of interest to the Bank Group are outlined below: 

3.3.2  Promoting  Local  Entrepreneurship  and Development  of  Local  Enterprises. Foreign 
investors and firms have an important role in Africa’s development. However, African 
countries cannot rely exclusively on foreign investors, entrepreneurs and firms to sustain their 
economic growth, build their financial sectors and capital markets, and create sustainable jobs 
and livelihoods. The emergence of local entrepreneurs in all RMCs and the success rate of 
their business undertakings are important aspects of an inclusive growth agenda underpinned 
by the creation of opportunities for all. The Bank Group will support the development and 
strengthening of local entrepreneurship as a key element in its operational policy on private 
sector development. The Bank will promote the development of a dynamic ecosystem of 
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productive enterprises, across the entire size spectrum from micro to very large, in all socio-
economic sectors, and interlinked by productive value-chains. Annex  IV outlines the Bank 
Group’s classification framework for private sector enterprises. Possible channels of Bank 
Group support for local entrepreneurship include the following: 

a) Enabling  Environment. The Bank Group will assist RMCs and RECs in creating an 
enabling environment for local entrepreneurship. To this end, it will use all its 
instruments and windows, including program-based operations, policy dialogue and 
advisory services, as appropriate. Of particular interest to the Bank will be the 
simplification of business regulations; reduction of the cost of business registration and 
operation for MSMEs and the creation of incentives. Both of the latter are aimed at 
reducing the fraction of enterprises in the informal sector. 

b) Micro,  Small  and  Medium  Scale  Enterprises  (MSMEs). A high priority will be on 
promoting the development of MSMEs, in view of their role in job creation and income 
distribution. The Bank Group will support MSMEs through: (i) policy dialogue with 
governments and sub-sovereign authorities, technical assistance, and policy-based 
operations; (ii) support for business development services (BDS) and capacity building in 
critical areas such as financial and human resource management, investment and 
business planning, and marketing skills; and (iii) support toward the creation and 
coordination of business clusters and networks. In addition, (iv) the Bank will help  
increase MSMEs’ access to appropriate financing. In view of the large number of 
operators in this class of enterprises, the Bank’s support for MSMEs’ financing will be 
primarily through promoting the development of financial intermediaries, including 
microfinance, and providing catalytic financing to viable institutions to expand their 
MSME financing portfolios. However, some medium-scale enterprises may meet the 
Bank’s eligibility criteria for catalytic direct financing. The Bank will gradually increase 
the use of local currencies in financing operations in support of MSMEs. 

c) Large  and  Very  Large  Enterprises  (LVLEs). The Bank Group will support LVLEs in 
RMCs, diversify and expand their business operations across borders, and build export 
clienteles in other regions of the world. To that end, the Bank will support governments 
and local authorities in their efforts to establish a policy, legal and regulatory 
environment that is conducive to the development of LVLEs. It will also extend direct 
catalytic financing to viable LVLEs—in the form of corporate and project loans, 
working capital financing, guarantees, trade financing, and equity participation. In some 
situations, the Bank Group will forge partnerships with viable LVLEs that have the 
capacity to serve as vehicles for spearheading the development of key economic sectors 
or disadvantaged geographic regions, improving infrastructure or social service delivery, 
galvanising MSMEs’ penetration of export markets, creating employment, or achieving 
other development objectives. 

d) Social  Enterprises. They are profit-making enterprises, run on commercial terms. 
However, unlike traditional enterprises, they are not uniquely geared to the maximisation 
of profit. Beyond reimbursing lenders and creditors, they do not pay shareholder 
dividends. Rather, they re-invest their profits in business expansion or for their social 
objectives. The Bank Group recognises the huge potential for social enterprises in Africa 
to promote inclusive economic growth, social development, and environment 
conservation. Assistance therefore will be provided to RMCs’ governments and local 
authorities in creating a policy and institutional enabling environment for social 
enterprises. In addition, commercially viable bona fide social enterprises will be eligible 
for Bank financing on appropriate terms. Other possible means of support will include 
technical assistance and capacity building. As in the case of LVLEs, the Bank Group 
will forge partnerships with viable social enterprises that have the capacity to promote 
specific socio-economic development objectives in RMCs. 



8 
 

 

e) Procurement  for Bank Group Operations. The financing operations of the Bank Group 
represent a rich opportunity—in the form of procurement contracts for goods, services, 
and works—for private enterprises. Procurements for operations financed by the Bank 
Group must comply with the institution’s Procurement Rules and Procedures9  or the 
Country’s national procurement systems. The rules mandate international competitive 
bidding (ICB) for the bulk of Bank Group financed operations, primarily in order to 
ensure efficiency and value-for-money in the utilization of the Bank’s resources. The 
rules, however, provide some opportunities for “national preference” and “regional 
preference”. The Bank will put in place a capacity building programme for local 
enterprises to help them address their competitive weaknesses, capitalize on their 
strengths, and prepare procurement bids of acceptable quality, all aimed at enhancing 
their success rate in ICB. 

f) Technology  Upgrading. The Bank Group will promote technological upgrading and 
business organizational improvements of local enterprises in all economic sectors. It will 
support public or private sector initiatives on research and development (R&D) aimed at 
generating technological innovations as well as North-South, and South-South transfer of 
appropriate technologies and business models, their adaptation to local circumstances, 
and their dissemination among local enterprises. 

3.3.3 Employment and Sustainable Livelihoods  ‐ Human Capital Development. The Bank 
Group will place a high priority on supporting RMCs’ efforts to create jobs and sustainable 
livelihoods for the economically active segment of the population in general, targeting the 
youth10 in particular. 

a) Employment  Generation  by  Bank  Group  Operations. Creation of employment 
opportunities and sustainable livelihoods will be an important objective in all Bank 
Group’s projects and programmes in the public or private sectors. Project/programme 
designs and configurations will be systematically assessed during the preparation and 
appraisal stages with a view to cost-effectively maximising employment opportunities. 

b) Improvement of Labour Markets. The Bank will pay attention to the impact of national 
policies, laws and regulations, including those that particularly affect the labour market. 
It will incorporate employment and related issues in policy dialogue with RMCs and 
RECs, and offer technical and financial support to countries in support of their policy 
and institutional reforms. The Bank will encourage Member Countries to gradually 
permit the mobility of skilled workers, in the spirit of the Treaty Establishing the African 
Economic Community and the Charters of respective RECs.  

3.3.4 Agriculture and Rural Socio‐Economic Development. With the continent’s population 
projected to increase by 50% between 2010 and 2030, agriculture will continue to play a 
pivotal role in most African economies, as the main generator of employment and a major 
source of exports. Further, in a number of RMCs, a majority of private sector entrepreneurs 
operate in agriculture or business areas linked to agriculture. The Bank Group will support 
the transformation of agriculture and rural economies, in the following areas: (a) rural 
infrastructures and services; (b) access by smallholders to financial and business development 
services—as well as agronomic expert services; (c) direct catalytic financing for 
commercially viable medium or large scale agro-enterprises; (d) rural industries and other 
rural micro, small and medium scale enterprises specialising in services; and (e) reform of 

                                                 
9  “Rules and Procedures on Procurement of Goods and Works”; Board document codes ADB/BD/WP/2007/ 157/Rev.2 & 

ADF/BD/WP/2007/126/Rev.2; April 24, 2008; para. 1.3, page 2. Also, African Development Bank Group: “Rules and Procedures for the 
Use of Consultants”; Board document codes ADB/BD/WP/2007/ 158/Rev.2 & ADF/BD/WP/2007/127/Rev.2; April 21, 2008; paragraph 
2.4, page ii. 

10  “Youth”, in this policy, refers to the segment of the population in the age range from 15 to 30 years keen to participate in the labour 
market. 
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land rights and land registration systems including reforms to allow access to land for 
women. 

3.3.5 Urban  Socio‐Economic Development. In fifteen years’ time, more than one half of 
Africa’s population will be living in urban areas. RMCs need to strengthen the capacity of 
their cities and towns to meet the needs of the urban population. The Bank Group, in 
collaboration with other development agencies, will support local efforts to build private-
sector-led vibrant urban economies, with particular focus on: (a) strengthening municipal 
administrations, including capacity-building for fiscal resource mobilisation and fiduciary 
management, spatial and economic planning, infrastructure project management, and the 
creation and maintenance of a business enabling environment; (b) intra-urban, inter-urban, 
and urban-rural infrastructure development to facilitate the flow of infrastructure services and 
essential supplies for balanced inter-dependency and symbiotic relationships among urban 
areas and their rural hinterlands; (c) development of robust municipal bond markets, to 
mobilise medium to long term financing; and (d) catalytic direct financing support for 
commercially viable private enterprises in key sectors, wherever such financing is justifiable 
on the basis of its additionality. 

3.3.6 Financial  Intermediaries and Capital Markets. Under its Financial Sector Policy, the 
Bank Group is committed to promoting financial sector and capital markets development in 
the RMCs, with a view to closing three critical gaps: the financial intermediation gap—
structural weaknesses in the financial system; the development gap—the shortage of medium 
and long-term finance for investment; and, the poverty reduction gap—inadequate financial 
services for enterprises (particularly micro and small businesses) and households. Under this 
Private Sector Policy: 

a) Financial  Intermediation Gap.  The Bank The Bank will promote the development of 
viable bond markets, stock exchanges, and commodities and futures exchanges through 
the following measures: (i) technical assistance to RMCs and RECs or to autonomous 
oversight institutions created or licensed by them to develop or regulate national or 
regional capital markets; (ii) deployment of the Bank’s treasury operations; (iii) provision 
of guarantees to clients of capital markets; and (iv) corporate financing for capital market 
operators (stock exchanges, bond markets, commodity futures exchanges, etc.). 

b) Development Gap. The Bank, in collaboration with the Bretton Woods Institutions, will 
work with RMCs’ Central Banks and associations of financial institutions on developing 
and implementing self-sustaining institutional frameworks and market-based 
mechanisms in support of maturity transformation from short-term deposits to medium- 
and long-term credit. In addition, direct catalytic support through suitable financing 
instruments will be provided to viable national and sub-regional development finance 
institutions (DFIs) and private commercial banks, investment banks, insurance 
companies, leasing agencies, etc. 

c) Poverty Reduction Gap. Under the Microfinance Policy,11 the Bank Group is committed 
to supporting the development of microfinance intermediaries in RMCs, as a means to 
increase access to financial services for small-scale economic operators and low-income 
households that are not well served by the conventional banking system. 

3.3.7 Corporate and Technical Services Providers. The Bank will support RMCs and RECs 
in developing common standards for the provision of corporate and technical services—
business accounting, auditing, credit rating, legal services, quality assurance, engineering, 
etc.—in Africa’s sub-regions, with a view to harmonising corporate governance, technical 
standards, and performance measurement among RMCs. It will encourage and support 

                                                 
11  African Development Bank Group (2006): Microfinance Policy and Strategy of the Bank Group; Board document codes 

ADB/BD/WP/2006/06/Rev.1/Approved, and ADF/BD/WP/2006/08/Rev.1/Approved; June 12, 2006; Executive Summary, paragraph 9.4, 
and Sections 4.4 and 4.5. 
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commercially viable providers of BDS, particularly those catering to the needs of local 
MSMEs, to take root and expand. It will also promote the establishment of credit bureaus that 
can provide, on request, objective assessments of clients’ credit capacity. 

3.3.8 Gender Equity and Empowering Women  to Participate. The Bank will place a high 
emphasis on the economic empowerment of women to participate on an equal footing in the 
growing economy based on sound and quality analytical work, notably by: (i) championing 
far-reaching policy and institutional reforms—including advocating equal access to education 
and vocational training, the opening up of employment and career advancement opportunities 
for women in all sectors of the economy, and promoting ‘equal pay for work of equal value’ 
and reforms of property rights; (ii) supporting capacity building and business development 
services for women entrepreneurs; and, (iii) promoting improved access to financial services. 

3.3.9  Industrial  Development  ‐  Economic  Diversification. International trade statistics12 
show that African countries have the highest export concentrations in world trade. Due to 
their narrow production base, a consequence of very short value chains, —countries are prone 
to ‘boom and bust’ cycles. The value earned by producers of raw materials is often less than 
10% of the total value embodied in the final product.  As a means to assisting RMCs to 
develop new value chains, the Bank Group will support industrial development as a major 
component in the diversification of the production base of African countries.  The Bank will 
encourage and support local entrepreneurs and foreign direct investors to capitalise on 
Africa’s primary commodities, natural and cultural wealth to expand the range of 
intermediate and finished goods and services. 

4. Policy Implementation Modalities 

This Policy will guide the formulation of a Private Sector Development Strategy of the Bank 
Group, at periodic intervals.  The Strategy will articulate the approach and specific means, 
tailored to salient circumstances of specific times, for implementing the Policy. In particular, 
it will describe in more specific details the deployment of the modalities outlined in the 
following sub-sections. 

4.1 “One Bank” Approach:  

4.1.1 Prominent among the lessons from past Bank operations (see Annex II) is the need to 
mainstream private sector development and to capitalise on operational synergies, rather than 
regarding it as a distinct ‘sector’ for the Bank’s investments. In light of this, a ‘One Bank’ 
approach will be followed, with a view to maximising the impact of the Bank Group’s 
resources. This will have two clear implications: 
a)  In addition to the Private Sector Department, all organisational units of the Bank, 

including Country Offices and Regional Resource Centres (RRCs), will support private 
sector development as an integral part of their respective mandates; and  

b)  Private sector development will be mainstreamed in all operational strategies of the 
Bank Group, not as an ‘add on’ consideration, but as a core or overarching objective. 

4.2 Bank Group’s Country and Regional Business Platforms:  

4.2.1 RMCs are heterogeneous in their development situations. The range includes middle-
income countries, low-income countries, and fragile states. Private sector development is at 
different stages and faces varying challenges and opportunities from country to country. Bank 
Group support, therefore, will be tailored to the needs and development circumstances of 
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individual countries. Country Strategy Papers (CSPs) and Regional Integration Strategy 
Papers (RISPs) founded on quality analytical studies, targeted policy dialogue with national 
and local authorities, and broad-based consultations with all stakeholders will serve as the 
principal business platforms for Bank Group operations in support of private sector 
development in the RMCs. 

4.3 Policy Instruments 

4.3.1 In the implementation of the Private Sector Development Policy, the Bank Group will 
employ the full range of operational modalities and financing instruments at its disposal.  

4.3.2   Knowledge‐Intensive Activities. Continuing improvements in investment climate and 
business enabling environment require policy and institutional reforms based on reliable 
evidence and objective analysis.  The Bank therefore will invest more effort in and provide 
incentives for Analytical, Advisory, and Advocacy Activities (AAAAs), and policy dialogue 
in support of RMCs’ efforts to improve their business environment.  

4.3.3  Sovereign  Financing  Operations. Such operations will continue to serve as the 
dominant means for supporting private sector development, in view of the importance of 
improving the investment and business enabling environment. Typically, they are in the form 
of technical assistance to public-sector departments and local authorities without full 
autonomy; programme-based operations; and financing for public investment projects. 

4.3.4  Non‐Sovereign  Operations. Direct engagement with non-sovereign operators will 
provide an important channel for Bank support to private sector development in RMCs. This 
will be achieved through: (i) private sector operations; (ii) operations sponsored by 
government-owned (or para-state) enterprises, including utilities, with an autonomous 
character and independent legal identity; (iii) “enclave” projects sponsored by RMCs; and (iv) 
operations sponsored by viable sub-national authorities constitutionally endowed with 
independent fiscal powers.  

a) Rationale. Non-sovereign financing operations will be justified on the basis of at least 
one of the following rationales: (i) to provide direct catalytic support to private sector 
development; (ii) as more effective means to support development objectives than 
equivalent sovereign operations; (iii) because statutory devolution of power and 
responsibilities in an RMC, from the central government to sub-national levels or to 
autonomous para-state corporations, rules out sovereign-guaranteed operations in key 
sectors of Bank Group support to the country; (iv) as a means of channelling critical 
development financing to an RMC without undermining its debt sustainability; or, (v) to 
support regional integration objectives spearheaded by institutional arrangements created 
by RMCs and endowed with operational autonomy. 

b) Para‐State Enterprises. The Bank may provide catalytic financing without government 
guarantee, to enterprises that are wholly- or majority-owned by RMCs’ governments if: 
(i) they have been granted clear statutory autonomy over the management of their 
finances and operations; (ii) they are recognised as independent legal entities that can sue 
or be sued; (iii) they are financially solid; and (iv) their operations are commercially 
viable and do not benefit from state protection against viable private-enterprise 
operators. Such financing may be subject to the IMF’s debt sustainability assessment 
showing that there is adequate headroom for further indebtedness. The Bank will finance 
such operations not as an alternative to promoting private sector development, but, rather 
as a means to strengthen private sector enabling conditions and to fill the gap created by 
situations of ‘missing markets’ that are vital to economic and social welfare.  

c) Sub‐National Authorities. The Bank will provide financing without sovereign guarantees 
to the local authorities that demonstrate adequate institutional and financial viability to 
assure project success and capacity to meet their repayment obligations. To the majority 
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of local authorities that do not meet the above-noted criteria, the Bank Group will extend 
its support only through sovereign-guaranteed financing operations. Eligibility criteria 
for sub-sovereign financing will be spelled out in detail in the below-captioned Policy 
Guidelines for Private Sector and Other Non-Sovereign Operations.  

d) Policy  Guidance. Non-sovereign operational transactions will be governed by a 
comprehensive set of policies and guidelines, consolidated in one policy document—the 
Policy Guidelines for Private Sector and Other Non-Sovereign Operations13—for easy 
reference, which will be continually updated in line with changes in business processes. 

4.3.5 Choice of Business Model. During project preparation and appraisal Bank staff will 
systematically identify, analyse and assess available options and provide clear justification 
for the recommended choice of instrument. 

4.4 Monitoring and Evaluation 

4.4.1 The implementation of the principles of the Private Sector Development Policy will be 
assured through the application of the Bank’s operational review process. The process will 
ensure that: (a) private sector development is mainstreamed in the Bank Group’s CSPs, 
RISPs, and sector strategies; (b) business enabling environment operations target concrete 
specific improvements; (c) Bank Group financed operations have adequately high ADOA 
ratings or other suitable results indicators; and (d) non-sovereign operations have acceptable 
risk ratings, and operational and risk management arrangements are adequate. 

4.4.2 A logical results framework and Bank-wide KPIs will be established on a medium-term 
basis to provide benchmarks for monitoring and evaluation of the Bank Group’s operations in 
support of private sector development in Africa. The Quality Assurance and Results 
Department (ORQR) and the Operations Policies Department (ORPC) will monitor the 
policy’s implementation and assess the interim results, which will be presented in a report to 
be submitted to the Operations Committee (OPsCOM) annually for review. At intervals not 
greater than 3 years, Management will present to the Committee on Development 
Effectiveness (CODE) a Progress Report on Private Sector Development Operations of the 
Bank Group. In addition, the Operations Evaluation Department (OPEV) will undertake 
periodic independent evaluations of the Bank’s implementation of this Policy. 

5. Conclusions and Recommendations 

5.1 Conclusions 
This Policy embodies the African Development Bank’s recognition of the important role of 
the private sector in sustaining inclusive economic growth and broad-based development. It is 
informed by an analysis of the opportunities and challenges that private sector development 
faces in the regional member countries individually and jointly, and lessons learnt from past 
operations. It defines private sector development as a “whole Bank” objective and aims to 
harness existing operational tools to achieve the identified outcomes. 

5.2 Recommendations 

Senior Management intends to submit the draft Private Sector Development Policy to 
Members of the Boards of Directors of the Bank Group for review and approval. 
Furthermore, Management will ask the Boards to allow the Private Sector Development 
Policy to supersede and replace the Industrial Sector Policy Guidelines14 adopted in 1986, as 
the goals and objectives of that policy, presented in Annex V, are updated and significantly 
enhanced by this Private Sector Development Policy. 
                                                 
13  Under preparation; which will replace the Revised Private Sector Operations Policies (ADB/BD/WP/94/127/Rev.2); March 7, 1995. 
14  Industrial Sector Policy Guidelines; ADB/BD/WP/86/86/REV and ADF/BD/WP/86/70/REV; September 9, 1986. 
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TECHNICAL ANNEXES 

ANNEX I Africa’s Private Sector Opportunities and Challenges 

A1.1 Opportunities 
A1.1.1 Africa possesses enormous opportunities for entrepreneurs, private investors and business 
operators that are ready for a serious, long-term commitment. There are numerous possibilities for 
lucrative investments. The continent represents one-fifth of the world’s land mass, and a 
corresponding share of the world’s natural resources. These include arable land, minerals, fossil 
fuel deposits, renewable energy potential, natural forests, unique fauna and flora, fresh water 
resources, inland lake and continental shelf fishing grounds, and fabulous tourism attractions. 

A1.1.2 Even more important is the potential presented by Africa’s population, which passed 1 
billion in 2009. The continent today is home to over one-seventh of the world’s population and is a 
large and growing market for consumer goods and services. Africa’s demographic structure is 
predominantly youthful.  Roughly 65% of the population is younger than 31 years; and about 35% 
is in the 16-30 years age group—the source of first-time job seekers.  With the fertility rate and 
population growth rate already in gradual decline in most countries, the continent is poised to enjoy 
a prolonged ‘demographic dividend’. The dividend could be further multiplied by fully exploiting 
the untapped potential of women who often play an important role in large sections of the economy 
in many African countries.  

A1.1.3 Africa is characterised by an impressive diversity of cultural heritage and traditional 
knowledge. This is a major asset which remains largely unappreciated and under-exploited. The 
energy, resilience, remarkable creativity and enterprising spirit of the continent’s youth in the face 
of adversity and challenges hold enormous productive potential. Indeed, all African countries have 
long traditions of fine artisanship, enterprise, commerce in local markets, trans-continent trade 
routes, and trade with merchants from distant lands to exchange surplus local products for exotic 
imports. 

A1.1.4 Africa has an additional important advantage. It can learn from past successes and 
mistakes of more developed regions. It has the opportunity to leapfrog the development process by 
harnessing scientific and technological progress and accumulated innovations to increase 
productivity, protect its environment, and conserve scarce resources. In order to do so, however, 
RMCs will have to significantly strengthen their technological capacity and invest substantially 
more in research and development (R&D). 

A1.1.5 There is, potentially, a fabulous treasure trove of new consumer products and services, if 
science, technology, methodical artisanship, and innovation can be coupled with the continent’s 
rich and diverse culture and the creative energy of its youth. Tantalising possibilities that could be 
unleashed include new processed foods and drinks for Africa’s newly urbanising population; 
fashion and apparel, internal furnishings, and decorations imbued with African motifs; music 
instruments patterned on traditional ones; entertainment products (music, theatre, film, toys and 
games, etc) incorporating African experiences; cultural and ecological tourism making it possible to 
explore and enjoy the continent’s natural wealth; etc. 

A1.1.6 All these advantages present bright opportunities for entrepreneurs, investors and 
enterprises—both local and foreign—to prosper in individual countries and across borders. World 
experience has shown that an expanding and diversifying private sector is the key to development, 
employment generation, and improvement in people’s well-being. Already, the private sector 
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supports about 90% of total employment and generates 80% of Africa’s aggregate economic 
output.15 

A1.1.7 Additionally, compared to a decade or two ago, now there is greater understanding of the 
importance of sound macro- and micro-economic policy frameworks for economic growth. There is 
a stronger commitment to economic and institutional reforms and to opening up opportunities for 
private investors and business operators. Indeed, according to the World Bank,16 the 10 economies 
in the world that made the longest strides in rendering their regulatory environment more 
favourable to private business between 2005 and 2010 include Rwanda, Burkina Faso, Mali, and 
Ghana. Governments of these countries have each implemented more than a dozen reforms during 
that period to increase the ease of doing business. In the period May 2010 to May 2011, 36 out of 
46 countries monitored in the Sub-Sahara sub-region implemented regulatory reforms aimed at 
making it easier to do business.17 

A1.2 Challenges 
A1.2.1 African countries have considerable opportunities for private-sector-led inclusive growth. 
However, before those opportunities can be unleashed, the countries, individually or collectively, 
need to tackle some major challenges. The continent’s population growth rate is expected to continue 
outpacing that of any other continent over the foreseeable future. Indeed, Africa is projected to 
account for about 35% of the global population growth between 2010 and 2030.18  

A1.2.2 At the same time, the continent is in the midst of an unprecedented socio-economic 
transformation—from a predominantly rural and agrarian population not long ago to a majority 
urban-based population. By 2025, slightly over one-half of Africa’s 1.5 billion people will be living 
in the continent’s cities and towns.  Their welfare and, necessarily also the welfare of the 
population still in the rural areas, will increasingly depend on the dynamism and resilience of local 
and regional markets, and how these interact with (and are insulated from) global markets. 

A1.2.3 Based on Africa’s youthful demographic profile and an incipient demographic transition 
that is now under way, a rough estimate is that all the African countries combined need to create 
about 15 million jobs per year (net of jobs being lost), just to cater for new entrants into the labour 
market. A higher rate of job creation is required to mop up the unemployed and under-employed 
members of earlier cohorts of job seekers. African countries generally have not performed well in 
creating quality jobs, particularly those for young people. High unemployment in excess of 25% of 
potential labour market participants is chronic in a majority of countries, posing a potential threat to 
political and social stability. It is quite dismaying that unemployment rates of young diploma-
holders and university graduates are often higher than national average rates. 

A1.2.4 Sustained population growth, massive rural-to-urban migration, and changing consumer 
tastes—more demanding standards of aesthetics and comfort, and rising life-style expectations 
driven by access to instant and high-resolution global information and communication—all 
combine to pose enormous additional challenges for African countries. To cite just a few examples: 

• In all countries, there is massive pent-up demand for housing of improved quality. Solutions are 
urgently needed for the challenge of mass-producing and financing affordable, quality 
accommodations in well-planned neighbourhoods, thereby arresting the chaotic growth of 
slums, broadening property-ownership, greatly reducing public health risks, and strengthening 
civic peace and security in Africa’s cities and towns. 

                                                 
15  African Development Bank (2011): African Development Report 2011, “Private Sector Development as an Engine for Africa’s Economic 

Development”. 
16  World Bank: Doing Business 2011: Making a Difference for Entrepreneurs; Washington, D.C.; 2010; p. 2. 
17  World Bank: Doing Business 2012: Doing business in a more transparent world; Washington, D.C., 2011; Executive Summary. 
18  This is based on analysis of UNFPA statistics. (UNFPA: State of World Population 2011; October 2011; page 5.) 
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• Urbanisation calls for massive investments in physical infrastructure and competent 
entrepreneurship in supplying affordable quality services—energy and power; potable water 
and sanitation; and efficient transport and communication providing connectivity within and 
between cities, between them and their rural hinterlands, and efficiently connecting African 
countries to the rest of the world. 

• With a decreasing fraction of the population having access to land and actively involved in 
agriculture, all countries already face challenges in ensuring that all segments of their 
population have secure access to adequate food supplies. 

• Africa’s youth harbour large pent-up demand for the full range of consumer goods that their 
age-mates have in other regions of the world.  The feeling that they are being ‘denied’ the 
wherewithal to satisfy their consumer needs and wants—no matter how unrealistic that feeling 
may be—can contribute to a sense of impatience and stoke destabilising resentment of public 
authority, sustaining social and political instability. 

A1.2.5 In order to meet these challenges, RMCs need to raise gross domestic investment to at 
least 35% of GDP—two-thirds of which should be private investment. The remainder would be 
public capital investment, financed by current and future fiscal revenues, mostly from taxation on 
private incomes, wealth, and economic activity.  However, RMCs’ success in attracting private 
capital investment and encouraging enterprises to expand labour-intensive productive activities 
continues to be hampered by an investment climate that is still less attractive than what is offered 
by dynamic emerging economies such as China, India, Brazil, south-east Asia, and eastern Europe. 

A1.2.6 Investment and business operations in a number of RMCs face high costs and risks that 
cast doubt over commercial viability, and limit the prospects for growth and expansion. 

 The low ease of doing business is the single most important factor in the perceived high cost of 
doing business in the continent compared to other countries. The single factor that is most 
responsible for this is bureaucratic red tape. African countries are rated as having the most 
burdensome and least transparent business regulations and procedures on starting or winding 
down a business, compared to countries elsewhere. Indeed, among the top one-third of the 
countries ranked on the basis of ease of doing business, only 5 are African. (They are Botswana, 
Mauritius, Rwanda, South Africa, and Tunisia.)19 

 A second factor in the high cost of doing business is poor access to essential infrastructures and 
associated services—such as reliable energy supply; competitively priced transportation 
services by road, rail, air and sea that are free of unreasonable bureaucratic hurdles; efficient 
information and communication services; potable water supply; and good sanitation. There is a 
short supply of essential support services—such as credit, financial services, and affordably 
priced business technical services.  

 A third factor is inadequate legal and regulatory frameworks, weak institutional capacities, and 
entrenched corruption. The cost of doing business is raised further by fragile conditions in some 
post-conflict countries, and by new instabilities spurred by rising discontent in segments of 
society, notably unemployed and under-employed youth, that feel excluded from opportunities 
and have difficulties making ends meet. 

 A fourth factor is the inadequate provision of private property rights and obligations in a 
number of RMCs. Only about one third of the Sub-Saharan African economies have laws that 
safeguard and encourage the use of all types of assets as collateral. This is compared to two-
thirds of the East Asian and Pacific, and OECD high-income economies that have such laws.20 

                                                 
19  World Bank: Doing Business 2012: Doing business in a more transparent world; Washington, D.C., 2011. 
20  World Bank (2010): Doing Business 2011, op. cit., p. 9. 
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 A fifth factor is inadequate supply of labour in a range of modern skill categories. Competency 
of modern skills is essential to be able to master the rapidly changing modern production 
technologies and processes.  On the other hand, in the segment of the population with tertiary 
and vocational qualifications, there is a large mismatch between the education undertaken and 
the productive skills that employers seek. 

A1.2.7 These challenges translate into low international competitiveness. Just four African 
countries (Tunisia, South Africa, Mauritius, and Rwanda) are ranked among the top 70 out of 139 
countries reviewed for the 2012 Global Competitiveness Index.21  Low competitiveness limits 
African countries in accessing international export markets as well as capital markets. 

A1.2.8 Market size is one of the factors in international competitiveness. In Africa, private sector 
activity is hampered by the small size of national markets. Indeed, in 2010, some 39 of Africa’s 53 
countries had a population below 20 million; and 35 had gross national incomes smaller than 
US$20 billion.22  Some national markets are further hampered by internal transportation bottlenecks 
and inefficient payments clearance and settlement systems. Individual national markets, therefore, 
do not offer attractive economies-of-scale opportunities to business operators. 

A1.2.9 The Bank Group, in collaboration with other partners, supports African countries in their 
efforts to sustain private-sector-led economic growth and development as an indispensable means 
of harnessing the continent’s opportunities to overcome the enormous but not insurmountable 
challenges that they face now and, increasingly, in the future. 
 
 

                                                 
21  World Economic Forum:  Global Competitiveness Report 2011-2012; Geneva, 2011; p. 15. 
22  On 9th July 2011, a new sovereign African state—South Sudan—was formally established, bringing the number of countries in Africa to 

54. The new state has an estimated population of 8.26 million and gross domestic product of $13.3 billion in 2010. After this 
development, the remaining state of Sudan had estimated population of 36.79 million and GDP of $48.8 billion. 



17 
 

Annex II. Lessons Learned from Past Private Sector Support 

A2.1.1 Starting with the first Private Sector Development Strategy in 1990, the institution 
has sought a Bank-wide approach. Experience has shown, however, that such a modus 
operandi cannot be realised without a comprehensive institutional transformation of the 
Bank. In particular, the institution’s overall mandate and expected results would need to 
mainstream private sector development concerns; and, all organisational units should 
contribute to that objective on different aspects. However, the creation of the Private Sector 
Department (OPSD) in 1998, and of the Governance, Economic and Financial Reforms 
Department (OSGE) in 2006, did not result in the mainstreaming of private sector 
development in Bank Group operational activities. 
A2.1.2 Outcomes of the bulk of operations financed by the Bank Group over the years have 
contributed in one way or another to improving investment and business climates in RMCs. 
This, however, has most often been in spite—rather than because—of rational consideration 
of private sector development in the configuration and implementation of those operations. 
A2.1.3  From a critical review of the Bank Group’s experience, a number of lessons 
outlined below can be drawn, which should be incorporated in a policy on promoting private 
sector development: 

a) There is need for the Bank to adopt an explicit policy framework for inclusive and 
sustainable development and economic growth to serve as a basis for Bank Group 
assistance to its RMCs. Such a framework would integrate both ‘public sector’ and 
‘private sector’ operations as instruments for achieving this goal. The policy framework 
should promote synergies between the Bank Group’s ‘public sector’ and ‘private sector’ 
operations, instead of deploying them as independent and unrelated interventions in 
individual RMCs or sub-regional groups of countries. 

b) All regional member states now place a high priority on promoting private sector 
development as a means to meeting the growing needs and wants of their populations. 
The Bank Group’s sovereign financing operations—policy-based operations (PBOs), 
sector projects and programmes, and regional projects—all should be more effectively 
used to support inclusive and sustainable private sector development. 

c) The framework should promote results-oriented and adaptive approaches. Without a 
monitorable results framework, it is difficult to monitor and evaluate the outcomes and 
impacts of Bank Group activities and resources and their contribution to private sector 
development. 

d) To draw greater enabling outcomes from financing operations, there is need for more 
knowledge generation, sharing and application so that policy and institutional reforms, 
infrastructure and other sector projects and programmes supported by the Bank Group 
would be grounded in sound, evidence-based analysis. To enhance its effectiveness in 
promoting private sector development, the Bank needs to strengthen its analytical, 
advocacy and advisory activities (AAAA), including policy dialogue, multi-stakeholder 
consultations, and opinion gathering as a basis for the preparation and implementation 
of policy-based operations and sector projects. 

e) The activities undertaken by different operational units of the Bank contribute to private 
sector development and support to private enterprises and investors. To use the Bank 
Group’s limited resources more efficiently requires a ‘whole-of-Bank’ approach—a 
more rational division of responsibilities among the Bank’s organisational units in line 
with their basic mandates, better coordination of efforts, more efficient internal sharing 
of information, and a focus on a common goal and set of objectives. 

f) The promotion of inclusive private sector development in Africa is a vast and complex 
objective that no single institution on its own has adequate capacity to take on. 
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Traditionally, the Bank, in its private sector support operations, has tapped multilateral 
and bilateral partnerships. The Bank Group’s approach to promoting private sector 
development should continue to be anchored on effective partnerships that exploit 
comparative advantages and are based on continuous knowledge sharing, well-defined 
collaborations, complementarities, and avoidance of duplicative competition. 

g) For the Bank Group’s sector operations to generate significant outcomes and lasting 
impacts, greater attention has to be given to strengthening local entrepreneurship and 
promoting the development of local enterprises to generate value-added to ‘public 
sector’ investments.  From the perspective of inclusive development, it is not enough to 
invest in a road or rural power supply, to cite two examples, if they do not lead to a 
sustainable increase in the supply of reliable and competitively priced transportation 
services to households and small enterprises, or stimulate investments in cottage 
industries, in the project area. Local enterprises, however, generally possess limited 
capacity to generate value-added services, due to lack of capital and access to financial 
services. 

h) Under circumstances that can be characterised as ‘missing markets’, ‘public enterprises’ 
can be instrumental in the development of an inclusive private sector. The enterprises in 
question, however, need to be competently managed, and subjected to full accountability 
for resources and results. Furthermore, a ‘public enterprise’ occupying a ‘missing 
market’ should dedicate significant effort to attracting private market entrants and 
strengthening competition. Where ‘public enterprises’ are protected from competition, 
invariably, private sector development is impeded and society at large suffers significant 
welfare losses. 
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ANNEX III Bank Group Classification of Private Sector Enterprises 

A3.1.1 For purposes of its Private Sector Development Policy and Strategy, the African 
Development Bank proposes to use the framework outlined in Tables A3.1, A3.2, and A3.3 below, 
as a technical basis for categorising productive sector enterprises operating in its regional member 
countries. 

A3.1.2 The literature on private sector development23 typically groups enterprises in the ranges of 
(a) micro, (b) small, (c) medium, and (d) large enterprises (MSMEs).  Some of the literature further 
delineates the small and large ranges of enterprises into (b.1) very small, and (b.2) small, (d.1) 
large, and (d.2) very large. 

A3.1.3 Labour  employment: This is the dominant factor used by UNIDO and researchers to 
classify enterprises. The ranges set by UNIDO are:24 (a) micro enterprises, up to 4 full-time 
workers; (b) small enterprises, from 5 to 19 full-time employees; (c) medium enterprises, from 20 
to 99 employees; and (d) large enterprises, greater than 99 full-time employees. 

A3.1.4 The Bank shall recognise six classes of enterprises: Micro, Very Small, Small, Medium, 
Large, and Very Large. 

A3.1.5 The Bank’s categorisation framework recognises that what may be considered to be a 
small enterprise in a more developed and relatively high-income economy (such as South Africa) 
may be considered as a medium or large enterprise in a less developed, low-income economy. It 
will do so by using “actual labour employment” defined in terms of person-days worked per year 
rather than full-time employment payroll. At the same time, it will also take into account “capital 
assets employed” and “annual sales volume” as additional determinant factors.  The latter factors 
will be normalised across countries through the metric of per-capita gross national product (gdp). 
Furthermore, the framework will take into account the specific identity of the production sector in 
which enterprises operate. 

A3.1.6 Capital employment: Enterprises employ both capital and labour to create output; and 
there is substantial scope for substitution between the two.  Operating capital, therefore, should be 
taken into account in classifying an enterprise. Indeed, in South Africa, the National Small Business 
Act 102 (1996) defines five categories of businesses partly on the basis of gross assets, excluding 
fixed property. Enterprise capitalisation burden varies by country, however, corresponding to the 
average level of personal income.  The AfDB, therefore, in its classification of enterprises 
presented in Table A3.4 proposes to use capitalisation thresholds computed in terms of multiples of 
per-capita gross domestic product, together with upper limits that would apply in the countries with 
higher per-capita income levels. 

A3.1.7 Annual Turnover: Another important metric of enterprise size is the rate of gross annual 
output or sales volume.  South Africa’s National Small Business Act cited above also included 
turnover thresholds in its classification of enterprises.  What may be considered a large turnover in 
a low-income country, however, is a relatively small business output in an upper-middle income 
country such as South Africa.  In Table A3.5, therefore, the Bank proposes also to use turnover 
ranges computed in terms of multiples of per-capita GDP, together with upper limits.  Note that, 
because of cyclical variations, average value of turnover calculated over several years should be 
considered. 

A3.1.8 By inspection of the three criteria, it should be easy to determine the type of enterprise in 
most cases by identifying the dominant characteristics.  Thus, a highly capital intensive enterprise 
                                                 
23  For an example, see J. Arbor, and Quartey, P (2010): “Issues in SME Development in Ghana and South Africa”; International 

Research Journal of Finance and Economics, ISSN 1450-2887 Issue 39 (2010). 
24  UNIDO and AfDB (2002): “Promoting SMEs in Africa: Key Areas for Policy Intervention”; a study by Manuel Albaladejo, 

commissioned by AfDB and financed by UNIDO; May 2002. 
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may be identified as a “small” enterprise even though it employs fewer than 5 workers.  
Conversely, a labour-intensive enterprise employing the equivalent of 8 full-time workers may be 
identified as a “very small” enterprise even though its level of capital utilisation is less than the 
threshold for “micro” enterprises. 

Table A3.1: Classification of Enterprises by volume of Labour Employment 

Scale of Enterprises  Nominal Labour 
Employment 

Actual Labour 
Employment 

  (L = full‐time jobs) (L.d = person‐days) 

Micro Enterprises  0 < L < 5   0 < L.d < 1,250 

Very Small Enterprises  5 < L < 20  1,250 < L.d < 5,000 

Small Enterprises  20 < L < 50  5,000 < L.d < 12,500 

Medium Enterprises  50 < L < 100  12,500 < L.d < 25,000 

Large Enterprises  100 < L < 1000  25,000 < L.d < 250,000 

Very Large Enterprises  1000 < L  250,000 < L.d 

 
Table A3.2: Classification of Enterprises by volume of Operating Capital Assets 

  Capital Assets Employed 
(USD) 

Maximum Value of 
Capital Assets 

  (K = N x gdp) a (USD)

Micro Enterprises  K < 25xgdp  25,000 

Very Small Enterprises  25xgdp < K < 50xgdp  50,000 

Small Enterprises  50xgdp < K < 250xgdp  1 million 

Medium Enterprises  250xgdp < K < 15,000xgdp  50 million 

Large Enterprises  15,000xgdp < K < 250,000xgdp  250 million 

Very Large Enterprises  250,000xgdp < K   >  250 million 
Note: 
a gdp denotes per‐capita gross domestic product at current market prices in United States Dollars 

 
 

Table A3.3: Classification of Enterprises by volume of Annual Turnover b 

  Annual Sales Volume 
(USD) 

Maximum Value of 
Annual sales 

  (S = N x gdp) c (USD)

Micro Enterprises  S < 20xgdp  50,000 

Very Small Enterprises  20xgdp < S < 100xgdp  100,000 

Small Enterprises  100xgdp < S < 2,500xgdp  10 million 

Medium Enterprises  2,500xgdp < S < 10,000xgdp  50 million 

Large Enterprises  10,000xgdp < S < 100,000xgdp  250 million 

Very Large Enterprises  100,000xgdp < S   > 250 million 
Note: 
b Turnover averaged over the last three years 
c gdp denotes per‐capita gross domestic product at current market prices in United States Dollars 
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A3.1.9 The ranges of productive capital assets (K) and annual sales (S) for different classes of 
enterprises in different RMCs, corresponding to Tables A3.2 and A3.3, respectively, are provided 
by Tables A3.4 and A3.5, below.  

A3.1.10  Ownership  and  Management  patterns: These two aspects combined provide an 
additional, important classification of enterprises—from an inclusion perspective. Micro, small, and 
a significant proportion of medium enterprises are proprietor-managed, while in very large, large, 
and a proportion of the medium enterprises, the proprietors and shareholders predominantly tend to 
entrust the day-to-day affairs to salaried professional managers.  A second important aspect of 
ownership relates to the role of women.  In Africa, a majority of micro and small-scale businesses 
are started and managed by women entrepreneurs, while men investors and entrepreneurs dominate 
medium and large-scale enterprises.  The third aspect concerns the role of equity markets—whether 
the enterprise is family owned or controlled by private shareholders, or whether enterprise shares 
are traded on the national or regional stock exchange. A majority of medium enterprises are family 
controlled or owned by private shareholders or partnerships. A fourth aspect concerns the role of 
foreign participation in the ownership of the enterprise. In Africa, a large proportion of large and 
very large enterprises involve minority or majority foreign equity participation. 

A3.1.11 Sector characteristics: Sector specificity also should be taken into account in classifying 
enterprises. Thus, in the agriculture sector, the classification should take into account the type of 
land-ownership and the amount of land available to individual farmers; the degree of mechanisation 
of production activities—a suitable proxy may be value of tools and equipment per unit of labour; 
total amount of productive capital; total units of labour employed per year (in person-days); and 
aggregate annual sales value.  In the financial sector, intermediaries might be classified by the scale 
of their lending operations into microfinance, commercial banks, merchant and investment banks, 
insurance corporations, etc. The Bank will propose appropriate classification systems for specific 
sectors that are not represented by the classification system provided in Tables A3.2 and A3.3. 
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Table A3.4: Classification of Enterprises in Africa, by Value of Productive Capital Assets (priced in current US Dollars) 
 

Population  GDP (2010) 
Per‐capita 

GDP 
Micro 

Enterprises 
Very Small 
Enterprises 

Small 
Enterprises 

Medium 
Enterprises 

Large 
Enterprises 

Very Large 
Enterprises 

(gdp)  Upper Limit  Upper Limit  Upper Limit  Upper Limit  Upper Limit  (No Upper Limit) 
(Million)  (Million US $)  US $  US $  US $  (Thousand US $)  (Million US $)  (Million US $)  (Million US $) 

               
Northern Africa  171.3  579,821 3,385 25,000 50,000  850 50 250 < 

West Africa  308.8  304,797 987 24,676 49,352  250 15 247 < 
                   
Central Africa  110.3  79,074 717 17.922 35,845  180 11 179 < 

Eastern Africa  288.3  176,548 612 15,307 30,615  150 9 153 < 
                   
Southern Africa 
MICs 

76.9  485,058 6,308 25,000 50,000  1,000 50 250 < 

       

Southern Africa 
Non‐MICs 

89.1  49,328 554 13,841 27,681  140 8 138 < 

Total  1,044.7  1,674,626 1,603
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Table A3.5: Classification of Enterprises in Africa, by Value of Gross Annual Turnover (priced in current US Dollars) 
 

Population  GDP (2010) 
Per‐capita 

GDP 
Micro 

Enterprises 
Very Small 
Enterprises 

Small 
Enterprises 

Medium 
Enterprises 

Large 
Enterprises 

Very Large 
Enterprises 

(gdp)  Upper Limit  Upper Limit  Upper Limit  Upper Limit  Upper Limit 
(No Upper 
Limit) 

(Million)  (Million US $)  US $  US $  US $  (Million US $)  (Million US $)  (Million US $)  (Million US $) 

               
Northern Africa  171.3  579,821 3,385 50,000 100,000 8.46 34 250 < 

West Africa  308.8  304,797 987 19,741 98,704 2.47 10 99 < 

Central Africa  110.3  79,074 717 14,388 71,690 1.79 7 72 < 

Eastern Africa  288.3  176,548 612 12,246 61,229 1.53 6 61 < 
                   
Southern Africa 
MICs 

76.9  485,058 6,308 50,000 100,000 10.00 50 250 < 

                   
Southern Africa 
Non‐MICs 

89.1  49,328 554 11,073 55,363 1.38 6 55 < 

Total  1,044.7  1,674,626 1,603
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ANNEX IV: Industrial Sector Policy of the Bank Group 

 
 
 

1986 Industrial Sector Policy Guidelines 

The Boards of Directors, in 1986, approved the Bank Group’s Industrial Sector Policy 
Guidelines.(a) These policy guidelines have remained in force without any revision or updating 
to incorporate comprehensive strategic re-orientations, policy changes and institutional 
restructuring in all RMCs since the mid-1980s. The purpose of the policy guidelines was to 
spell out the Bank Group’s support to the Lagos Plan of Action  (LPA),(b) adopted by African 
Heads of State and Government in 1980, as a blueprint for development. 
The Industrial Sector Policy had five objectives:  

i) promoting industrial development in African countries by helping states to develop 
appropriate frameworks;  

ii) supporting various types of productive enterprises, including key service sectors;  
iii) supporting development finance corporations and other financial institutions that are 

essential in resource mobilisation for industrial development;  
iv) encouraging the expansion of the private sector in African countries in support of 

industrial development, including an emphasis on micro, small and medium scale 
enterprises (MSMEs); and 

v) ensuring respect for commercial principles in the management of private and parastatal 
enterprises and financial institutions. 

The LPA was eventually superseded as African countries’ collective long-term strategy. It was 
replaced in 2001 by the New Partnership  for Africa’s Development  (NEPAD), which aims to 
achieve the same objectives while placing greater emphasis on the role of the private sector and 
public-private partnership. The new Private Sector Development Policy, which promotes the 
same principles, supersedes the Industrial Sector Policy Guidelines. 

 
4.1.1 African Development Bank (1986): Industrial Sector Policy Guidelines; Board document codes 

ADB/BD/WP/86/86/REV and ADF/BD/WP/86/70/REV; September 9, 1986. 

4.1.2 Organisation of African Unity (1980): Lagos Plan of Action; June 1980. 

 
 
 

 

 

 


