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Bringing people together in Liberia Re-establishing the social contract between government and citizens in a fragile state is an important step forward. The state must demonstrate its capacity to deliver services if people are to be persuaded to pay taxes. The Liberian government has received support from the African Development Bank to strengthen public financial management and modernise tax administration as part of its efforts to restore basic services.



Foreword



A



fter a decade of disappointing progress on development at the close of the last century, many people attributed Africa’s poor performance to persistent governance failures — conflict and political instability, poor macroeconomic management, failed development policies, weak institutions and often predatory behaviour by political elites. The Economist famously referred to Africa as “The Hopeless Continent.” Today, the picture has changed dramatically. The 2012 headline is “Africa Rising.” Commentators are celebrating a new economic dynamism across the continent, with high growth rates and a wealth of new economic opportunities. While this dynamism has various causes, it could not have happened without dramatic improvements in the governance arena. Africa has seen widespread improvements in macroeconomic management and in the quality of its business environment. Although the challenges remain substantial, African countries are increasingly getting the basics right. Nevertheless, improving the quality of governance remains one of the most important challenges facing Africa today. While there has been no shortage of ambitious reform plans and changes to laws and institutions, sustained improvements in government performance have proved hard to achieve. Even though some progress has been made, a lot more still needs to be done to improve the overall state of governance on the continent.



This Development Effectiveness Review presents the results of our efforts in the governance arena over the past five years. It finds that we have made a substantial contribution in a number of areas, including strengthening public financial governance, domestic revenue collection, the business environment, sound macroeconomic management, and transparency and accountability. Budget support has emerged as a key platform for dialogue on governance issues. However, more complex reforms in areas such as public financial management will take more time to deliver. We will look for new opportunities to empower citizens to hold governments accountable for their performance. Ultimately, it is the people of Africa who must demand the standards of governance that the continent needs to achieve its development goals and we stand ready to help them.



Aly Abou-Sabaa Vice President Sector Operations in charge of Agriculture, Social Development and Economic Governance
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The African Development Bank has made governance one of the pillars of its Long-Term Strategy (2013–2022). Our Governance Action Plan sets out a series of ambitious objectives at the sector, country and regional levels. Our focus, in accordance with our comparative advantage, is on strengthening transparency and accountability in the management of public resources, including public finances and natural resources. We have also made good governance a theme across our portfolio.
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Promoting transparency across Africa Africa’s natural resource wealth is key to generating the resources needed to close the development gap. But if poorly managed, it can make government less accountable to their citizens, fuelling corruption. The Bank helps to improve the governance of natural resources by strengthening regulatory frameworks.



Executive summary This Development Effectiveness Review (DER) on Governance is one of a series of reviews that we are producing to explore particular elements of the African Development Bank’s (AfDB or Bank) work. It explores our work in the governance sphere. Like other publications in the series, it is written in an accessible style in order to promote transparency and accountability to our member countries and stakeholders. It is also a management tool that helps us ensure that our operations are continually improving. It is widely acknowledged that the quality of governance is one of the most important factors in Africa’s development performance. Helping African countries build capable and responsive states is one of the strategic pillars of the Bank’s Long-Term Strategy. Our Governance Action Plan and Strategic Directions sets out the guiding principles and objectives for our governance work at the country, sector and regional levels. We build on our comparative advantage and focus on strengthening transparency and accountability in the management of public resources, including public finances and natural resources.



Africa’s progress on governance The importance of good governance to sustainable development and poverty reduction is well recognised. To promote development, states need the capacity to raise revenues and direct them into sound investments. They need to deliver public services effectively, efficiently and equitably, and to secure property rights and a predictable set of rules for the efficient operation of markets. States that fail to respond to the needs of their citizens or that succumb to conflict or instability can leave their populations trapped in poverty. Over the past decade, Africa has experienced its most sustained period of economic growth since the 1960s, although this has yet to translate into major progress on poverty reduction. While this growth has many causes, it could not have happened



Yet when assessed across its many dimensions, governance in Africa presents a mixed picture. On aggregate measures such as the Worldwide Governance Indicators, Africa’s performance has improved slightly in recent years, and still lags behind that of Asia and other developing regions.



Democratic elections are increasingly the norm across Africa, with 17 presidential elections held in 2011.



Many African countries have launched ambitious public financial management reforms. In most cases, however, progress has been patchy, with improvements in some areas undermined by status quo in others. Reforms to laws and procedures have not always translated into improved performance, with enforcement of national procurement laws a particular challenge. While the credibility of national budgets has been increasing, expenditure controls and internal audit remain relatively weak. Independent audit institutions and parliamentary public accounts committees are, however, playing an increasingly important role. African countries have enjoyed more success in improving their business environment, and have reaped significant returns in increased trade and investment. Many have set up ‘onestop’ facilities to improve services for investors and streamline business licensing. The average cost and time involved in starting a new business has been reduced by almost half. A number of countries, including Mauritius, South Africa, Rwanda, Botswana and Ghana, have made major progress on improving overall competitiveness. It is in the macroeconomic management arena that African countries have achieved their most important progress, with sound macroeconomic management, low budget deficits and realistic and stable exchange rates. External account balances, budget deficits and government indebtedness have all fallen in recent years. These improvements in macroeconomic management helped to make African economies more resilient in the face of recent global economic turmoil.
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In preparing for this review, we have developed a Results Measurement Framework for our governance operations, structured around four levels. Level 1 measures Africa’s overall progress on governance in recent years, using indicators on public financial management, business enabling environment, macroeconomic management, political governance, the rule of law, and corruption and governance effectiveness. Level 2 measures the Bank’s contribution to these results. Level 3 measures how well we manage our operations in the governance field, while Level 4 tracks our efforts to improve our own ability as an organisation to engage in this challenging arena.



without substantial improvements in governance. Africa as a whole has shown dramatic improvement in macroeconomic management and in the quality of its business environment. Although the challenges remain substantial, African countries are increasingly getting the basics right.
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Executive summary



Summary performance scorecard 2012 Level 1:  African progress on governance Public financial management



Level 2:  AfDB’s contribution to governance development in Africa Public financial management



Business enabling environment Macroeconomic management Political governance



Business enabling environment Macroeconomic management



Rule of law, transparency and corruption Governance effectiveness



Level 4:  How efficient is AfDB as on organisation in supporting governance initiatives Decentralisation Human resources Business processes and practices



Governance



Level 3:  How Well AfDB Manages its governance Operations Portfolio performance Quality at entry Paris Declaration indicators of effective aid Knowledge management Gender mainstreaming



For Level 1 Africa’s relative performance is measured by comparing its progress with progress in Africa’s peer group (low-and middle-income countries across the world); for Level 2 the Bank’s contribution is measured by comparing the average change of Governance indicators in countries and areas in which we are actively involved between 2005 and 2011; for Level 3 and 4 the Bank’s progress is measured against its progress in achieving its 2012 targets set out in the Bank’s Results Measurement Framework. Made progress:  More than half of the indicators in the group improved. Little progress:  Results are mixed, with equal number of indicators showing improvement or little or no progress. Progress stalled or regressed:  More than half of indicators in the group stalled or regressed over two or more review periods. Progress could not be measured because of lack of data.



On political governance, there is strong commitment at the continental level to promote democracy. The African Union and New Partnership for Africa’s Development (NEPAD) have affirmed that political governance, peace and security, and development are interdependent. Democratic elections are increasingly the norm



The time required to start a business has been nearly halved, while the average time required to enforce a contract has fallen by 50 days. across Africa, with 17 presidential elections held in 2011. A small but growing number of countries have now experienced peaceful transfers of power through the ballot box, including Senegal, Ghana, Benin, Cape Verde, Botswana, Mauritius, Tanzania and Zambia. Of 19 African countries that have held at least two successive elections,
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12 have shown positive signs of democratic consolidation, such as improvements in voter processes and participation rates. However, it takes more than elections to produce democracy. Democratic norms are still weakly entrenched in many countries, and electoral violence remains a perennial risk. Despite some notable successes, overall measures of political voice and accountability, political participation and human rights have remained static in recent years. State fragility remains a major constraint on Africa’s development. Four out of every five fragile states around the world are found in Africa. Compared to the rest of the continent, they have 50% higher rates of malnutrition, 20% higher child mortality and 18% lower primary completion rates. Africa’s fragile states have yet to achieve even a single Millennium Development Goal. Fighting corruption remains a critical challenge for Africa. While there has been a slight overall improvement, average scores



on Transparency International’s Corruption Perceptions Index indicate that corruption persists. While many African countries have ratified international conventions on fighting corruption, challenging reforms will be required to meet those commitments. A key area is the management of natural resources. While Africa’s current natural resources boom offers a major opportunity to close the development gap, it also comes with risks. Mismanagement of natural resources can fuel corruption, drive conflict and distort patterns of development. It is therefore encouraging to see 18 African countries making good progress with the Extractive Industries Transparency Initiative. As measured by the Worldwide Governance Indicators, Africa’s governance effectiveness has remained static over the past six years. With the help of development partners, there have been major improvements in the delivery of basic services across the continent, in many cases leading to dramatic increases in primaryschool enrolment rates and child vaccinations. The Mo Ibrahim Index on human development shows substantial improvement in the provision of basic health and education and social safety nets. However, more widespread improvements in the quality of public administration will entail challenging reforms at the central and local government levels.



AfDB’s contribution to strengthening governance in Africa



Our approach to supporting governance is carefully tailored to each country’s context, reform priorities and potential for progress. We are selective in our interventions, focusing on the areas and countries where we can add the greatest value and choosing approaches with a track record of success. In addition to operations targeting specific governance areas, such as public finance management, macroeconomic management and business regulation, governance is a theme spanning our entire portfolio. For example, in our infrastructure investments, we help build institutional capacity for infrastructure management at the regional, national and local levels, with a strong focus on transparency and accountability. We use a range of aid instruments to support our governance initiatives. Technical assistance plays an important part in our governance portfolio. But we are also making increasing use of programme-based operations such as budget support. General budget support operations, in particular, have proved to be very useful platforms for engaging in policy dialogue on governance.



Our results suggest major improvement in the business environment across the 18 countries we support. In these countries, the time required to start a business has been nearly halved. The Bank has also greatly contributed towards strengthening good financial governance across Africa. Our support includes robust policy dialogue with other donors, with the Bank playing an active role in 21 Budget Support Working Groups and 20 Public Financial Management Coordination Groups. We work with other partners on joint diagnostic work, and we are active in a range of regional initiatives to promote harmonised standards. Our support also covers all phases of the budget cycle, from budget preparation through expenditure controls to external oversight, with a strong emphasis on transparency and accountability. We support more robust systems for budget execution and independent oversight bodies such as auditorsgeneral and public accounts committees. We seek to improve the openness of budget processes so that a broader range of national stakeholders can participate. Across the 24 countries where we have supported such reforms, Country Policy and Institutional Assessment (CPIA) scores for budgetary and financial management have increased by 15% since 2005. We also assist increased domestic revenues through tax reform and support for tax administration. Across 14 countries where we have provided such support, tax revenue has risen dramatically, from 10.5% to 14.7% of GDP, while tax rates for business have declined, from 94% of commercial profits to 54%. These encouraging results suggest that our support is helping African governments mobilise more revenues while simultaneously reducing the tax burden on business activities. Promoting sound macroeconomic management is a crucial part of our work, underlying all our policy dialogue in programmebased and budget support operations. In the wake of the 2008
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AfDB recognises the centrality of governance to Africa’s development and that reforms will only succeed with genuine leadership by Regional Member Countries. Helping African countries build capable and responsive states is one of the strategic pillars of our Long-Term Strategy. Our priorities — chosen to reflect our comparative advantage — are strengthening transparency and accountability in the management of public resources, particularly natural-resource management, and helping to build a supportive environment for private-sector development.



Private sector development is at the core of the Bank’s mandate to promote poverty-reducing growth in Africa. We are working to promote a sound climate for business and investment, to enable Africa’s small and medium-sized enterprises (SMEs) to grow and flourish. This includes helping reduce the costs of doing business by simplifying the legal and institutional framework and strengthening the delivery of public services. We also support a range of regional initiatives designed to promote harmonisation of business regulations. Our results suggest major improvements in the business environment across the 18 countries that we support. The time required to start a business has been nearly halved, while the average time required to enforce a contract has fallen by 50 days. These business friendly measures are partly attributable to the reason why net foreign direct investment has increased from 4% to 6% of GDP across these countries.
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Executive summary financial crisis, we worked with other international financial institutions to mobilise additional financing, allowing our regional member states to implement counter-cyclical measures and maintain their development expenditure. Our institutional support projects in countries such as Sierra Leone, the Gambia and Burundi have helped to build macroeconomic management capacity. While results in this area are harder to attribute to our support, we have contributed to some positive developments, including better control of inflation and a reduction in the debt burden.



Our institutional support projects in countries such as Sierra Leone, the Gambia and Burundi have helped to build macroeconomic management capacity. Another important theme in our governance portfolio relates to improving the management of natural resources. Africa’s naturalresource wealth is key to generating the resources needed to close the development gap. But if poorly managed, it can make governments less accountable to their citizens, fuelling corruption. The Bank therefore helps to improve the governance of natural resources through investments in improved regulatory frameworks and greater transparency and accountability over revenue flows. The Extractive Industry Transparency Initiative (EITI) has emerged as a strategic tool for promoting better natural-resource management in Africa. In the past five years, we have supported the EITI candidacy of 11 countries, helping them increase the transparency of revenue flows between the government and the extractive industries, and also offered support in addressing other aspects of the natural resources’ value chain.



The management of our governance portfolio Our governance operations, including institutional support projects and budget support operations, were performing well. Threequarters of our projects are supervised twice a year to ensure that they are progressing satisfactorily, and the proportion of projects at risk or eligible for cancellation has fallen to a low level. Our disbursement ratio for programme-based and budget support operations is very good, although institutional support projects lag behind. Some 86% of our governance projects are rated satisfactory, which is a solid performance but with room for improvement. To boost the quality of our operations, our Governance Department has has established an internal Quality Assurance Panel to ensure that lessons from our experience are systematically included in the design of new operations. A 2011 independent evaluation of our programme-based operations found that the Bank has become an increasingly effective partner in multi-donor budget support operations and had been instrumental in promoting the use of budget support in fragile states. The evaluation also identified a
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number of challenges, including the need to strengthen capacity in our Field Offices to engage in policy dialogue. Because of the substantial share of budget support operations, our governance portfolio performs very well on indicators on aid effectiveness. Multi-donor budget support operations have become key pillars of national aid architecture, providing a shared platform for policy dialogue between recipient governments and development partners. Generating new knowledge is an essential part of our governance work. To inform our policy dialogue, we have engaged in a wide range of diagnostic work, usually jointly with other partners, including seven Public Expenditure and Financial Accountability (PEFA) assessments in 2011. Our Governance Department produced six new knowledge products, while governance also featured as a theme across many other Bank publications. We still have some way to go in making sure that gender equality is mainstreamed across our governance portfolio; so far it contains many older projects without gender-disaggregated results indicators. Furthermore, we also need to ensure that our partner countries and other development partners recognise the importance of this area. To improve our performance, we are introducing new gender requirements for project designs. New projects will be expected to include gender analysis and to specify targets on gender equality and women empowerment.



The management of our own organisation The Bank’s Governance Department has the lead responsibility for delivering assistance under our Governance Action Plan. The Department was created in 2006 with a view to strengthening the Bank’s capacity to promote good governance, prudent economic management and financial sector development. Since its creation, we have built up a cadre of 30 governance experts from a range of professional disciplines. Other departments equally provide support in enhancing good governance, through sector budget support, debt relief through Highly Indebted Poor Country (HIPC) and Multilateral Debt Relief Initiatives (MDRI) and support for an enabling business environment. We have also invested in building governance capacity in our Field Offices, where in recent years, the Bank has progressively decentralised its operations. This is particularly important for the governance portfolio, where effective policy dialogue is central to our assistance. We now have an increased presence of governance specialists at the country level and in our Regional Resource Centres. Despite this, we have a low percentage of only 8% of governance projects, which have task managers in the Field Offices, and the number is likely to increase in 2012 as decentralisation progresses. Other efforts made include improving our business processes where we have introduced a range of measures to simplify and streamline



them by improving our processes for designing, appraising, managing and monitoring our programme-based operations, allowing us to respond very efficiently to the recent global financial crisis. Our overall administrative overhead has been substantially reduced.



Looking forward Our new Governance Action Plan and forthcoming Long-Term Strategy 2013–2022 include strong commitments to enhancing our engagement in governance, with more intensive efforts to promote horizontal reform of public finance management and public administration and more engagement in sector governance such as natural resource management (including the extractive industries, water and forestry) and infrastructure. We will continue to give high priority to promoting a favourable business environment, with a particular emphasis on creating jobs. The Bank is also committed to helping its Regional Member Countries enhance their domestic revenues and reduce their dependence on aid. There are four areas where we will reinforce our efforts on governance in the coming years.



Second, we will make greater effort to mainstream governance across our portfolio by focusing on reform and capacity in all the sectors where we engage. As well as building capacity in the responsible government institutions, we will promote political voice and accountability by strengthening stakeholder participation in decision making. We will also strengthen the monitoring and evaluating of public sector activities. Third, we will intensify our efforts to strengthen the governance of natural resources. This entail working on policy and institutional reforms to enhance transparency and accountability in the management of natural resources. It also means helping African countries to put in place institutional arrangements to make the best use of their natural resources revenues in order to promote sustainable socio-economic development. Finally, we will seek to promote employment creation through focused efforts to improve the business environment. These will include strengthening legal and regulatory frameworks, deepening financial sector development and supporting the promotion of small and medium-sized enterprises. To accomplish these ambitious goals, we will build stronger and deeper partnerships with our Regional Member Countries, in order to ensure that our assistance is tailored to the specific needs and priorities of each country 
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First, we will intensify our efforts on public finance management reform in a number of areas. We will promote reforms at the local level, to support national efforts on decentralisation. We will invest in domestic resource mobilisation, to help make African countries less aid-dependent and better able to finance their own development. And we will intensify our efforts to strengthen transparency and



stakeholder participation around budgetary processes, to make governments more accountable for their performance.
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Streamlining services to investors in Mozambique With support of the African Development Bank, Mozambique has set up ‘one-stop’ facilities for providing services to investors, streamlining business licensing procedures.



Introduction The Development Effectiveness Review (DER) is a series of



follow the levels of the Results Measurement Framework, and



publications reviewing the African Development Bank’s (AfDB



include examples of the Bank’s governance assistance. Data from



or Bank) contribution to Africa’s development results. Beginning



the Results Measurement Framework are presented throughout the



with the first Annual Development Effectiveness Review



text, together with a traffic-light rating showing our rate of progress



published in 2011 (ADER 2011), this series has promoted



towards our targets. We note that, because there are governance



transparency and accountability to our member countries and



aspects to many of our operations in other sectors, it is impossible



stakeholders. It also helps us ensure that our operations are



to capture the impact of all of our governance work 



continually improving. In 2012, we will publish a series of reviews examining particular sections of the Bank’s portfolio, including fragile states, regional



Table 0:  AfDB’s Results Measurement Framework



operations and the Bank’s country programme in Rwanda. This specific review looks at our progress in the governance arena.



Level 1 What is Africa’s progress on governance?



In preparing for this report, we have developed a Results Measurement Framework for our governance operations. Like the Bank’s overall Results Measurement Framework, it is structured around four levels. Level 1 measures Africa’s overall public financial management, business-enabling environment, macroeconomic management, political governance, the rule of law, transparency and corruption, and governance effectiveness. Level 2 measures the Bank’s contribution to this performance. Level 3 measures the quality of our operations in the



Level 3 Is AfDB managing its governance operations effectively?



governance field, while Level 4 tracks our efforts to improve our effectiveness as an organisation in this challenging area. This review takes the performance data from our Results Measurement Framework and presents it in a form readily accessible to member countries and other partners. Its four chapters



Level 4 How efficient is AfDB as an organisation in managing its governance initiatives?
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progress on governance in recent years, using indicators on



Level 2 How well is AfDB contributing to strengthening governance in Africa?
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Supporting business in Rwanda Rwanda has seen Africa’s most outstanding success in improving its business environment. From ranking 139th in world for easing of doing business in 2006, it reached 45th place in 2012. The Bank has continuously supported these reform efforts. 10
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Level 1:  Africa’s progress on governance



T



he importance of good governance to sustainable development and poverty reduction is well recognised. To promote development, states need the capacity to raise revenues and direct them into sound investments. They need to deliver public services, effectively, efficiently and equitably, and to ensure secure property rights and a predictable set of rules for the efficient operation of markets. States that fail to respond to the needs of their citizens or which succumb to conflict or instability can leave their populations trapped in poverty. Over the past decade, Africa has experienced its most sustained period of economic growth since the 1960s. While this growth has been attributed to many causes, it could not have happened without substantial improvements in governance. Africa as a whole has shown dramatic improvement in economic governance, both at the micro and macro levels. Macroeconomic management is much more effective, and the business environment has improved considerably. The capacity of Africa’s states to deliver essential public services, such as primary health and education, has also been improving steadily. Although the challenges remain substantial, African countries are increasingly getting the basics right. Yet when assessed across its vast dimensions, governance in Africa continues to present a mixed picture. On aggregate measures of governance, Africa’s performance has improved only slightly in recent years, while remaining behind the average of Asian and industrialised countries.



Public financial management Developing countries have recognised the centrality of sound public financial management to achieving economic growth and reducing poverty. The ability to formulate budgets that reflect national development priorities and implement them with minimum leakage is fundamental to development effectiveness. Over the past decade, many countries have launched ambitious financial governance reform programmes. A number of them, such as Rwanda and Liberia, have made significant progress. In most cases, however, progress has been patchy, with improvements in some areas undermined by deadlocks in others. Reforms to laws and procedures have not always translated into improved performance, with enforcement of national procurement laws a particular challenge. While the credibility of national budgets has been increasing, expenditure controls and internal audit remain



1 2 



relatively weak. Auditor-general institutions and parliamentary public accounts committees are, however, playing an increasingly important role, especially in the Anglophone countries. Overall, Africa’s average Public Expenditure and Financial Accountability score1 remains at only 3.2 of a possible 7. The average Country Policy and Institutional Assessment (CPIA) rating2 from the African Development Bank increased modestly from 3.3 in 2005 to 3.5 in 2011. Revenue collection has been improving, against a low base. In 2008, combined tax revenues across Africa reached $400 billion — over 10 times the volume of aid. However, this figure is still well short of the potential. Mobilising domestic revenues is key to reducing aid dependence and improving development effectiveness. To increase tax revenues, governments need to



A grey bullet indicates that Africa’s progress could not be measured. A green bullet indicates that Africa’s progress is higher than its peer in low and middle-income countries.
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This chapter reviews Africa’s overall progress on governance in the past five years. It focuses on those aspects of governance that are most relevant to AfDB’s mandate — namely, public financial management, the business environment and macroeconomic management. To complete the picture, it concludes with some observations on political governance, the rule of law and control of corruption, and governance effectiveness.
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Level 1:  Africa’s progress on governance



Table 1:  Africa’s progress on governance (Level 1)



1



This table summarises the continent’s development progress on governance between 2005 and 2011. For each indicator, relative performance is measured by comparing its progress with progress in Africa’s peer group (low- and middle-income countries across the world:   Africa’s progress is higher than its peer in low and middle-income countries; 



  Africa’s progress matches those of its peer in low and middle-income countries;



  Africa’s progress has slipped compared to the baseline; 



  Data are not available to measure progress.



African Countries Indicator



Baseline 2005



ADF Countries



Latest 2011



Baseline 2005



Latest 2011



PUBLIC FINANCIAL management Public Expenditure and Financial Accountability score Country Policy and Institutional Assessment (CPIA) score



(1 to 7)



..



3.2A



..



3.1A



(avg. CPIA)



3.3



3.5



3.2



3.5



BUSINESS ENABLING ENVIRONMENT Doing Business - Time required to pay taxes



(hours per year)



341



313



350



324



(% GNI per capita)



217



77



218



93



Doing Business - Time required for business start-up



(days)



58



35



58



32



Doing Business - Property registration procedures



(days)



105



64



118



72



Doing Business - Contract enforcement



(days)
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688



679



659



Global competitiveness index



(1 to 7)



3.60



3.63



3.40



3.48



Global competitiveness index institutions



(1 to 7)



3.50
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3.56



Business sophistication and innovation



(1 to 7)



3.30



3.15
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Inflation



(% of GDP)



7.5



8.5C
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11.2C



External account balance, including grant



(% of GDP)



5.4
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4.9



1.3



Government deficit as percentage of GDP (Cash surplus/deficit)



(% of GDP)



-2.0



B



-2.02



-2.01



-1.5B



Debt (Central government debt, total)



(% of GDP)



35.6



35.0B



35.75



33.2B



(-2.5 to 2.5)



-0.68



-0.69



-0.72



-0.71



(1 to 100)



46.6



45.2



46.1



45.1



Doing Business - Cost of business start-up



MACROECONOMIC management



POLITICAL GOVERNANCE Worldwide governance indicators - Voice and accountability Mo Ibrahim index - Participation and human rights Rule of law, transparency and corruption Transparency International - Corruption index



(1 to 10)



2.9



2.9



2.5



2.7



Extractive Industries Transparency Initiative score



(1 to 100)



..



35



..



37



Open Budget Index



(1 to 100)



36



36C



29



31C



(1 to 100)



49.2



50.4C



45.7



46.9C



(-2.5 to 2.5)



-0.69



-0.66C



-0.84



-0.8C



(1 to 100)



51.3



56.2C



44.8



50C



(-2.5 to 2.5)



-0.77



-0.77C



-0.94



-0.93C



GOVERNANCE EFFECTIVENESS Mo Ibrahim Index Worldwide Governance Indicators avg. score Mo Ibrahim Index - Human development Worldwide Governance Indicators - Governance effectiveness



.. = data not available; AfDB = African Development Bank; ADF = African Development Fund; GDP = gross domestic product; GNI = gross national income. Latest data available is for A 2008, B 2009, C 2010. Notes:  ADF countries are the 39 lower-income AfDB member countries that qualify for concessional funding. They are Benin, Burkina Faso, Burundi, Cameroon, Central African Republic, Chad, Comoros, Congo Republic, Democratic Republic of the Congo, Côte d’Ivoire, Djibouti, Eritrea, Ethiopia, Gambia, Ghana, Guinea, Guinea-Bissau, Kenya, Lesotho, Liberia, Madagascar, Malawi, Mali, Mauritania, Mozambique, Niger, Nigeria, Rwanda, Sao Tomé and Principe, Senegal, Sierra Leone, Somalia, South Sudan, Sudan, Tanzania, Togo, Uganda, Zambia, and Zimbabwe. Cape-Verde and Angola are in transition. Source:  African Development Bank; World Bank Group, World Development Indicators database, Doing Business 2011; PEFA Secretariat; Mo Ibrahim Foundation; Transparency International; Secretariat for Extractive Industries Transparency Initiative.
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build their fiscal legitimacy, convincing citizens that their taxes are being used for the public good. This leads to a virtuous circle, boosting demand for effective development strategies while enhancing the state’s capacity to deliver them.



Figure 1.1  Africa can further improve its business environment Range of performance across Africa in 2011 Time required to build a warehouse
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A sound business environment Over the past few years, Africa has developed a more businessfriendly environment, reaping significant returns in increased trade and investment. Many countries have set up ‘one-stop’ facilities for providing services to investors, streamlining business licensing procedures and reducing the costs and delays associated with new ventures. The Worldwide Governance Indicators suggest that Africa’s most significant achievement in the governance arena in recent years has been in improvement in the quality of business regulation. The Doing Business Survey indicates that the cost of business start-up has been slashed from 218% in 2005 to only 93% today, while the time required for business registration3 has fallen from 58 to 32 days. Registering properties and securing construction permits have become more efficient, and there has been reductions in the time required to pay them.



An area that still needs substantial work is financial sector development. While many African countries have adopted financial sector reforms, progress thus far has not been sufficient to deepen national financial systems and to enable them to perform their development and poverty alleviation functions. In most cases, the structure of Africa’s financial systems remains small, fragile, inefficient and risky, impeding effective intermediation. In such conditions, financial markets tend to be volatile and beset by governance deficiencies and information asymmetries. As a consequence, small and medium-size entreprises continue to rely more on their own internal funds than on bank loans or the financial markets. With SMEs making up the bulk of Africa’s private sector, the lack of finance is a significant impediment to growth. It is holding back employment creation, which is a vital engine of poverty reduction. Addressing financial sector weaknesses must be part of a strategy for decreasing Africa’s high rates of unemployment, particularly among youth.
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Macroeconomic management African countries have made enormous progress in macroeconomic management. In the 1990s, volatile macroeconomic conditions were a major constraint on private sector growth. In the past decade, however, sound macroeconomic management, low budget deficits and realistic and stable exchange rates are increasingly the norm across Africa. The average external account balance fell from 5.4% of GDP in 2005 to minus 0.6% in 2011. In low-income countries (ADF), government deficits as a percentage of GDP have declined by 25%, while government indebtedness has dropped from 35.8% of GDP to 33.2%.



In the past decade, sound macroeconomic management, low budget deficits and stable exchange rates are increasingly the norm across Africa. Improved macroeconomic management has paved the way for dramatic improvements in Africa’s economic performance over the past decade. It has also helped make African economies more resilient in the face of the 2008 global financial crisis. With support from the African Development Bank and other financial institutions, many African countries were in a position to implement countercyclical measures in response to the 2008 global financial crisis, enabling them quickly to resume their growth path. One area still requiring close attention is the control of inflation. A number of countries, particularly in East Africa, have experienced a recent upsurge in inflation, due both to exogenous factors (rising oil and food prices) and to counter-cyclical stimulus measures taken during the 2008 financial crisis. Despite this, Africa’s buoyant growth figures in recent years are yet to have the expected impact on poverty rates. Growth has been
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Africa’s overall score on the World Economic Forum’s Global Competitiveness Index has remained static. Slight improvements in certain areas (e.g., ratings on technological readiness) have been offset by declines in others (business sophistication and innovation). There are, however, some bright spots. Countries such as Mauritius, South Africa, Rwanda, Botswana and Ghana have been among the leading improvers internationally. With strong growth in telecoms, banking, construction and other service sectors, there is every reason to believe that the outlook for African business remains positive.



Time required to enforce a contract



A yellow bullet indicates that Africa’s progress matches those of its peer in low and middle-income countries.
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Level 1:  Africa’s progress on governance



1



concentrated in particular sectors or geographical areas. It has been driven by the extractive industries and urban based services — capital intensive sectors that do not generate high levels of employment. This is in marked contrast to the Asian experience, where the growth of labour intensive manufacturing has helped lift millions out of people out of poverty. As a result, Africa faces a real shortage of employment, particularly for young people. A key challenge for development policy in the coming period therefore lies in how to generate more employment in order to create a pattern of growth that is more inclusive.



Political governance There is strong political commitment at the continental level to improve political governance. The African Union and NEPAD have affirmed that political governance, peace and security, and development are interdependent and must be pursued jointly. Whatever their level of institutional capacity, countries with political institutions that are responsive and accountable are more likely to promote development. The Arab Spring has highlighted the extent of the legitimacy gap in Africa. The states affected by political turmoil were among Africa’s best performers. However, their political institutions failed to give political voice to the population or to hold leaders to account for their performance. In societies that are being rapidly transformed by mass communications, development itself may become a driver of instability if it is not accompanied by a deepening of democracy. The Arab Spring has convincingly discredited the idea of an ‘authoritarian bargain’ — that African populations demand bread rather than democracy. Without more responsive and accountable government in Africa, both growth and democracy will be under threat.



The Arab spring has convincingly discredited the idea of an ‘authoritarian bargain’ — that African populations demand bread rather than democracy.



State fragility remains a major constraint on Africa’s development. Four out of every five fragile states around the world are found in Africa. Compared to the rest of Africa, they have 50% higher rates of malnutrition, 20% higher child mortality and 18% lower primary-completion rates. As the 2011 World Development Report recognises, countries can become trapped in cycles of instability, in which weak governance and chronic underdevelopment are both a result and a driver of conflict. Overall, the Worldwide Governance Indicators measures of voice and accountability have remained static in recent years, while the Mo Ibrahim Index for participation and human rights4 records a slight decline. On the other hand, there are promising improvements in local democracy and citizen participation — two areas championed by the African Union and some of the regional economic communities. As Africans become more aware of their entitlements as citizens, they are beginning to engage with the state to demand more effective and equitable public services.



Rule of law, transparency and corruption The fight against corruption is a key part of the governance agenda in Africa. Overall, the low-income countries (ADF) have managed a slight improvement in recent years in Transparency International’s Corruption Perceptions Index, from 2.5 points out of 10 in 2005 to 2.7 points in 2010–11. The majority of African states still rank below 3 points, indicating that corruption remains widespread.



Periodic elections are now increasingly the norm across Africa, with 17 presidential elections held in 2011. A small but growing number of countries have now experienced peaceful transfers of power through the ballot box, including Senegal, Ghana, Benin, Cape Verde, Botswana, Mauritius, Tanzania and Zambia. Of 19 African countries that have held at least two successive elections, 12 have shown positive signs of democratic consolidation, such as improvements in voter registration and participation rates.



Many African countries have ratified the UN and African Union Conventions on Anti-Corruption, providing a platform for tackling corruption. Implementing these commitments will require a series of governance reforms, including stronger public financial management systems, more meritocratic public administration, greater transparency in the operations of government and robust law-enforcement capacity.



Despite improvements in the quality of electoral processes, democratic norms are still weakly entrenched in many countries. The electoral deck is often stacked in favour of the incumbent,



African countries are paying a high price for their inability to tackle corruption, which undermines the capacity to deliver services and diminishes the effectiveness of development
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limiting political competition and allowing narrow elites to pursue their own interests over the public good. Electoral violence remains a concern in a number of cases. Nevertheless, a number of countries have successfully managed peaceful leadership transitions following the deaths of incumbent presidents, including Presidents Atta Mills (Ghana), Mutharika (Malawi), Yar Adua (Nigeria) , and Meles Zenawi (Ethiopia). The fact that the African Union and regional organisations have taken a strong stance in rejecting unconstitutional actions shows a commitment to democratically elected governments.



A red bullet indicates that Africa’s progress has slipped compared to the baseline.



programmes. The costs of corruption fall disproportionately on the poorest in society, who are often forced to pay to access basic services. Business leaders rank corruption as among the most important constraints on doing business in Africa, second only to the lack of finance.5 Openness and transparency in government are vital conditions for improving accountability and tackling corruption. Quite a number of African countries have taken important steps to strengthen accountability institutions and allow the media and civil society greater access to information on government performance. However, Sub-Saharan Africa’s performance on the Open Budget Index remained stable since 2005 from 34 to 36 against a global average of 56. South Africa — which ranks as global leader on budget transparency — Uganda, Namibia and Botswana all stood out as significantly better than the African norm.



Governance effectiveness Africa’s overall governance effectiveness, as measured by the Worldwide Governance Indicators, has remained static over the past six years, with only a very slight improvement for low-income countries (ADF). Effective government depends on strong political leadership and competent public administration. While many African governments have a clear national development vision, implementation is often held back by underlying institutional weaknesses. Many countries now have laws mandating meritbased recruitment to the civil service, though their application needs to be strengthened. Remuneration is in many cases remain inadequate, creating unhelpful incentives for corruption. African countries have recognised that the provision of basic services, in particular health and education to the population, is essential for tackling poverty and vulnerability. Thanks to the help of development partners, there have been major increases in the scope of basic services across Africa, in many cases leading to dramatic increases in primary-school enrolment rates and child vaccinations. Overall, the Mo Ibrahim Index on human development shows substantial improvement in the provision of



Percentage of African countries improving business policy metrics1



Difference in growth in real GDP Reformers2 vs. non-reformers 1990-2000 vs. 2000-2008



84



82



3.2% 3.2% 64 2.1% 2.1%



50



1.1% 1.1%



Credit regulation



Labour Business market regulation regulation



Trade policy



Reformers Reformers



NonNonreformers reformers



1 Each business policy metric is measured along a variety of dimensions that are aggregated into an index. Improvements in each metric are measured as an increase in the index level. 2 Reformers are countries that improved credit, labour market, and business regulations as well as trade policies. Non-reformers only improved some of these categories of their regulations and policies (14 countries) or improved none (2 countries). Source:  African Development Bank; McKinsey Global Institute data.



health, education and social safety nets, with an increase of five percentage points since 2005.



The time required for business registration has fallen from 58 to 32 days across Africa. To improve service delivery, many African countries have been decentralising their governance and administrative structures. Decentralisation brings decision making on development programmes closer to the communities it is supposed to benefit, potentially strengthening political voice and accountability. The decentralisation process itself, however, is a challenging one to manage. Many countries have found that capacity challenges at the local level are hard to overcome, while effective management of public resources is difficult. Also, many countries are engaged in local governance reforms, designed to increase local communities’ participation in and scrutiny of resource allocation and service delivery.



Conclusion Overall, the assessment in this chapter suggests a mixed record of achievement for Africa in the governance arena. There have been significant improvements in economic governance and



5 World Economic Forum, Global Competitiveness Report 2011–12, 2012, p. 42. The Bank addresses the lack of finance through provision of funds directly to small and medium enterprises.
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With Africa enjoying a significant resource boom, the management of natural resources and their revenues is a critical issue. While natural resource wealth offers African countries a unique opportunity to close the development gap, it also comes with major risks. Mismanagement of natural resources can fuel corruption, drive conflict and suppress growth in other areas of the economy. The EITI is therefore a key policy initiative for Africa. In 2012, six African countries (Liberia, Central African Republic, Mail, Niger, Nigeria and Ghana) are fully EITI-compliant, and 11 others are candidates. Africa’s overall EITI score was 37% in 2010–11.



Figure 1.2  Reforming countries grow faster
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Level 1:  Africa’s progress on governance



1



strengthening the business environment. This has played an important part in Africa’s strong economic performance of recent years. If African countries can continue to ensure stable macroeconomic conditions, despite the difficult global financial environment, and press ahead with reforms to promote trade and investment, there is every reason to believe that the strong growth seen in the past decade will continue. However, more needs to be done to make the pattern of growth inclusive in nature, to generate more employment and livelihood opportunities, particularly for young people. African countries have also invested heavily in improving their capacity to provide basic services. The resulting expansion in primary education and health systems has helped to accelerate progress towards the achievement of the Millennium Development Goals.
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Strengthening budget processes and public finance management remain challenging. While many African countries have launched ambitious reform programmes, these have often been too slow to deliver real changes in performance. Progress on strengthening the rule of law and tackling corruption remains disappointing, with high economic costs across the continent. At the political level, with the African Union and NEPAD strongly committed to promoting democracy, regular elections have increasingly become the norm across Africa, and a growing number of countries have experienced a peaceful transfer of power through the ballot box. But there is still much to be done to strengthen constitutional processes and to ensure fair political competition. The Arab Spring has revealed the urgency of strengthening government legitimacy in Africa in the face of major social and economic change 
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Strengthening good economic governance in Burkina Faso The transparency measures for public procurement supported by the Bank in Burkina Faso caused the number of direct agreement contracts to fall to less than 12% of all public contracts in 2009. 18
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Level 2:  How AfDB contributes to strengthening governance in Africa



I



n this chapter, we review the Bank’s contribution to promoting more effective governance in Africa. In the first section, we introduce our Governance Action Plan and our general approach to governance. We then provide an overview of the impact of the Bank’s governance related operations, followed by a more detailed discussion of our approach to promoting reforms in public financial management, the business environment, macroeconomic management and government effectiveness.



AfDB’s approach to governance



We use a range of aid instruments to support our governance initiatives, depending on local needs and opportunities. Technical assistance plays an important part in our governance portfolio. We are using programme-based operations — including budget support. This is untied funding provided directly to the recipient government’s



Across the 14 countries where we invested in revenue systems, tax revenue as a proportion of GDP rose from 10.5% to 14.7%. Our governance approach is adapted to different levels of underlying capacity in our Regional Member Countries. In middleincome countries, we focus on strengthening macroeconomic management and promoting an enabling environment for private sector development. In low-income countries, the priority is usually to strengthen public resource management, with a strong



Box 2.1  An innovative approach to measuring AfDB’s contribution to governance Before presenting the results of the Bank’s support for governance reforms in Africa, it is necessary to say a few words on how we measure these results. In our Results Measurement Framework for governance (Table 2), we track the movements of 18 indicators, covering the public financial management, business environment, macroeconomic management and overall governance capacity, looking at changes against a 2005 baseline. To draw the link between these changes and the Bank’s support, we measure each indicator only in African countries where we have relevant operations that support specific reform areas. For example, we measure the average change in foreign direct investment across the 18 countries where we have operations promoting a supportive business environment. To present the full picture, we also compare the performance of countries whose performance need support with a control group — low-income ADF countries (see figure 2.1). This does not entirely resolve the problem of ‘attribution’ — namely, whether any improvements are a result of the Bank’s support or other factors. Attribution is challenging in the governance arena given that change in policy and institutional processes are highly complex and are influenced by many factors beyond the Bank’s control. In addition, we are only one of many development actors working to promote good governance in Africa. Nonetheless, this method gives a fairly clear picture as to where our governance support is making a difference.
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The Bank’s approach to supporting governance is carefully tailored to each country’s context, reform priorities and potential for progress. We recognise that reforms will only succeed with genuine leadership by Regional Member Countries. We are selective in our interventions, focusing on the areas where we can add the greatest value and choosing approaches with a track record of success. In addition to operations targeting specific governance areas, such as macroeconomic management, public financial management and business regulation, governance spans our entire portfolio. For example, in our infrastructure investments, we are helping build institutional capacity for infrastructure management at the regional, national and local levels, with a strong focus on transparency and accountability.



budget and spent through regular budgetary processes, to support national development priorities. It promotes country ownership of the development process whereby all conditions are drawn from the country’s own development strategies and the policy dialogue focuses on helping the country achieve its own priorities. This has also proved to be a useful platform for engaging in policy dialogue on governance, in particular around the budget process itself.
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Level 2:  How AfDB contributes to strengthening governance in Africa



Table 2:  How AfDB contributes to strengthening governance in Africa (Level 2)



2



This table presents the contribution the Bank is making to development through its operations on Governance. The Bank’s attribution is measured by comparing the average change of Governance indicators in countries and areas in which we are actively involved between 2005 and 2011:   Bank operations achieved more in 2011 compared to 2005; 



  Bank operations achieved the same in 2011 compared to 2005;



  Bank operations achieved less in 2011 compared to 2005; 



  Data are not available to measure performance.



Number of Countries The Bank is engaged in specific sector



Indicator



PUBLIC FINANCIAL MANAGEMENT Tax revenue



Countries average engaged in Baseline 2005



Latest 2011



(% of GDP)



14



10.5



14.7



(% of commercial profits)



14



93.6



(1 to 6)



24



3.22



53.9 3.78



(% of GDP)



18



4



6



(days)



18



43



23



(hours per year)



18



285



254



(1 to 6)



26



2.78



3.11



(days)



18



654



614



MACROECONOMIC MANAGEMENT Fiscal balance



(% of GDP)



17



-0.5



-0.7



Current account balance 



(% of GDP)



6



-0.13



-.0.16



Inflation



(annual %)



6



13.8



8.4



Total debt service



(% of GNI)



8



2.3



1.1



External debt stocks, public and publicly guaranteed (PPG)



($, billion)



8



78



60



(number of countries)



10



..



6



(1 to 6)



20



2.98



3.23



CPIA - Quality of public administration



(1 to 6)



9



3.13



3.06



CPIA - Equity of public resource use



(1 to 6)



9



3.89



3.94



(1 to 10)



8



2.4



2.5



Total tax rate CPIA - Quality of budgetary and financial management THE BUSINESS ENABLING ENVIRONMENT Foreign direct investment, net inflows Time required to start a business Time required to pay taxes CPIA - Property rights and rule based governance Time required to enforce a contract



Reached HIPC completion point debt relief GOVERNANCE CPIA - Transparency, accountability and corruption in public sector



Transparency Internationl corruption perception index



.. = data not available; CPIA = Country Policy and Institutional Assessment; HIPC = Highly Indebted Poor Country. Source:  African Development Bank.



Box 2.2  Guiding principles for AfDB’s governance programming AfDB Governance Action Plan 2008–2012 sets out a number of principles that underlie our efforts to strengthen transparency and accountability in the management of public resources in Africa. These include: ◗◗ African countries have the primary responsibility for improving their own governance to accelerate the fight against poverty; ◗◗ the Bank’s governance activities are sequenced and tailored to each country’s circumstances; ◗◗ the Bank considers corruption to be a symptom of broader governance challenges; ◗◗ the Bank pursues a strategy of constructive and systemic engagement, including high-risk environments and fragile states; ◗◗ Bank operations focus on strengthening country systems, rather than bypassing them; and ◗◗ Bank’s activities in governance focus on delivering results, demonstrating impact and adding value to the targeted beneficiary countries.
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emphasis on oversight institutions and accountability systems. We are increasing our investments in governance in fragile states. Our Fragile States Facility (FSF) is designed to channel additional support to fragile states undergoing a transition, to help rebuild basic institutions and capacities and introduce development strategies and policies. In conflict affected environments, we often focus on strengthening the management of natural resources, which can otherwise be a driver of conflict. We support governance initiatives at the country, sector and regional levels. At the country level, the majority of our operations focus on financial governance reforms, with a strong focus on budget accountability and transparency. We help our partner countries boost national revenues and manage their debt more effectively. We invest in national procurement systems, which are crucial to both maximising development results and reducing the level of fiduciary risk in our own operations. We have also increased our focus on economic management, fighting corruption and creating policy, legal and institutional frameworks that support private-sector development.



At the regional level, we support initiatives aimed at strengthening governance across Africa. We invest in the development of standards and codes on good economic and financial governance. We have helped to develop regional and international standards in areas such as tax administration, procurement, audit, payment



Fiscal deficit



Tax revenue



% of GDP



% of GDP



Quality of budgetary and financial management CPIA scores (1 to 6)



0.97%



3.78 0.3 3.48



1.4%



0.27%



14.7%



0.7% Countries with Bank supported reforms



16.1%



Low-income African countries



Countries with Bank supported reforms



Low-income African countries



Foreign direct investment, net inflows



Time required to start a business



% of GDP



Days



Countries with Bank supported reforms



Low-income African countries



Transparency, accountability and corruption in public sector CPIA scores (1 to 6)



6%



35



3.23



3%



0.14



12



3%



3.09



23 Countries with Bank supported reforms



Low-income African countries



Countries with Bank supported reforms



Low-income African countries



Countries with Bank supported reforms



systems, business regulation and the fight against money laundering. We have a number of regional initiatives on financial sector governance and integration. We also support the African



Box 2.3  AfDB tailors budget support to client countries’ needs Budget support is funding provided directly to the recipient government and spent through regular budgetary processes, to support national development priorities. AfDB provides different types of budget support: ◗◗ General budget support is a loan or grant providing un-earmarked funds to the national budget in support of policy and institutional reforms, as established in the country’s national development plans and budget priorities. This financing is accompanied by policy dialogue supporting government-led policy reforms across a range of sectors. It often includes complementary instruments, such as technical assistance. In many African countries, general budget support is provided by a number of donors, providing a joint platform for policy dialogue. ◗◗ Sector budget support is a loan or grant linked to policy and institutional reforms in a specific sector, supported by un-earmarked financial support via the national budget. Like general budget support, it is accompanied by policy dialogue and complementary instruments where appropriate ◗◗ Crisis response budget support is a fast-disbursing loan or grant provided to mitigate the impact of shocks, including economic crises, political or social upheaval or natural disasters. It helps to finance the fiscal deficit stemming from the crisis and enable the recipient government to protect its development and social programmes. There is usually limited scope for policy dialogue during the crisis period, but the instrument often helps pave the way for future policy initiatives. ◗◗ Import support is a loan or grant used to boost foreign exchange reserves in support of a balance of payments deficit. It is not a policy instrument and is used only in exceptional cases as part of coordinated donor action to mitigate short-term macroeconomic instability.



Low-income African countries
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At the sector level, we ensure that promoting good governance is embedded in all our operations. Our infrastructure projects, for example, provide opportunities to promote an improved policy and institutional environment, including anti-corruption measures and greater accountability to local communities. We also assist in the implementation of the Extractive Industries Transparency Initiative (EITI), to help ensure that natural resources are managed in the public interest.



Figure 2.1  Countries with Bank supported reforms tend to perform better
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Level 2:  How AfDB contributes to strengthening governance in Africa Figure 2.2  Using budget support to promote country-led development



2



Instruments



Categories



PBO instruments



Budget support operations



General budget support



Sector budget support



Crisis response budget support



Balance of payments support



Import support



Source:  Bank Group policy on programme-based operations (PBOs).



Peer Review Mechanism, which has emerged as a key instrument for promoting good governance in Africa.



Across the 18 countries where we supported reforms, the time required to start a business fell from 43 days in 2005 to only 23 in 2011. Public financial management The Bank has contributed to a major push on strengthening financial governance across Africa. Sound public financial management systems are fundamental to the development processes, enabling states to mobilise resources and spend them efficiently on development programmes and service delivery. Credible budget processes underlie macroeconomic and fiscal stability and enable resources to be directed towards national priorities.



In countries where we support business friendly measures, net foreign direct investment increased substantially from 4% to 6% of GDP. At the Bank, we place strong emphasis on transparency and accountability in the use of public resources. Our support covers all phases of the budget cycle, from budget preparation through expenditure controls to external oversight. We support more robust systems for budget execution, to reduce the scope for patronage and corruption. We invest in both internal and external audit and in independent oversight bodies like auditors-general and parliamentary public accounts committees. We seek to improve information flows about the budget so that parliamentarians,



1 
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A green bullet indicates that AfDB achieved more of its planned target in 2010.



civil society organisations, the media and the public can be informed on resource allocation and hold governments to account for their performance. Strengthening public participation in and accountability of budgetary processes is crucial to ensuring that public resources are managed in the public interest. Public financial management reforms are complex processes that require sustained effort over lengthy periods. Setbacks or periods of stasis are common. We therefore accompany our technical assistance with robust policy dialogue, to build and maintain country ownership of the reform process. General budget support operations have proved particularly important as platforms for dialogue with national leadership at a senior level. Over the past three years, we have played an active role in 21 Budget Support Working Groups and 20 Public Financial Management Coordination Groups, in many cases acting as lead donor coordinator. Our comparative advantage compared to other multilateral and bilateral development institutions is in supporting public financial management reforms. Across the 14 countries where we invested in revenue systems, tax revenue as a proportion of GDP1 rose dramatically, from 10.5% to 14.7%, while tax rates for business decreased from 93.6% of commercial profits to 53.9%. These very encouraging results indicate that the tax base has broadened, enabling African governments to mobilise more revenues while at the same time lightening the tax burden on business. It also indicates that our budget support has not displaced national efforts on revenue collection. We also support revenue collection at the local level in a number of countries, as a contribution to decentralisation efforts. In the 24 countries where we have supported public financial management reforms, the average CPIA score for quality of budgetary and financial management increased from 3.22 out of 6 in 2005 to 3.78 in 2011, indicating more credible budgets and an improved capacity to direct resources into development programmes and basic services. This suggests that the Bank’s combination of financial support, policy dialogue and technical assistance is making an important contribution. We work with other international partners to undertake joint assessment and diagnostic studies and develop shared approaches to implementing reforms. For example, we worked with the World Bank, the European Commission and the International Monetary Fund to develop a Common Approach to Budgetary Aid in Situation of Fragility (2010–11), with the aim of improving shared analysis and harmonising operational approaches. A recent joint evaluation managed by AfDB, Denmark and Sweden found that reforms can be successful on three conditions: that there is sufficient political support; that the design of reforms is tailored to the institutional and capacity context; and that there is strong, country-led coordination to monitor and guide the reform process. We are integrating these lessons into our operations.



Box 2.4  Results from AfDB supported public financial management reforms ◗◗ Revenue management — In Liberia, the Bank helped mobilise domestic revenues by supporting a one-stop customs service facility. When Liberia experienced serious constraints owing to external shocks, the Bank’s targeted policy measures helped create fiscal space to maintain poverty-reduction spending. Institutional reforms within the Gambia Revenue Authority increased tax revenues from 17% of GDP in 2008 to about 20% in 2009. In Tanzania, Bank support helped the government to implement key actions related to the management of concessions and the licensing of natural resources. These actions increased non-tax revenues by 31% between 2005 and 2009. ◗◗ Budget management — The timeliness of budget preparations in Mali improved through the automation of interaction between sector ministries and central government, significantly increasing the involvement of sector ministries in the budget management process. In Comoros, the Bank contributed to the adoption of a modernised legal framework for public financial management. ◗◗ Public procurement — In Tanzania, Bank support led to improved compliance with the Procurement Act from 39% in 2007 to 66% in 2009. In Benin, public procurement delays were reduced by eight months and sanctions for fraud were established. In Togo, the Bank’s support for the modernisation of public procurement systems reduced direct procurement. The transparency measures for public procurement introduced by the Bank in Burkina Faso caused the number of direct agreement contracts to fall to less than 12% of all public contracts in 2009. ◗◗ Government auditing — In Gambia, the Bank’s support helped reduce the number of years of backlog of audited accounts from seven in 2007 to two in 2009. Similar improvements were witnessed in Sierra Leone and Liberia. The Liberian General Auditing Commission submitted audits of five key ministries to Parliament without delays. In Rwanda, the Bank’s support led to an expansion of audit coverage from 50% of government expenditures in 2006 to over 55% in 2007. Source:  AfDB Governance, Economic and Financial Management Department, Review of Policy-Based Operations under ADF-11.



Thanks to support from the Bank and other development partners, many of our Regional Member Countries have made substantial progress in introducing reforms, including on budget planning and execution, financial control, public procurement and external oversight. Through the Public Expenditure and Financial Accountability (PEFA), a diagnostic tool which covers the entire financial management cycle, we now have a common set of indicators for assessing progress. While many of the necessary reforms are now in place, continuing effort will be required to ensure their implementation.



Improving the business enabling environment Private sector development is at the core of the Bank’s mandate to promote poverty-reducing growth in Africa. At the heart of our private sector strategy is the need to create and promote a sound climate for business and investment, to enable Africa’s small and medium-sized enterprises to flourish. This ‘soft’ or institutional infrastructure is as important as physical infrastructure in promoting a vibrant ecosystem of private enterprises and financial intermediaries, linked together in efficient value chains. The data suggest that our efforts in this area are beginning to bear fruit.



Our results indicators suggest major improvements in the business environment as a result of our assistance. Across the 18 countries where we are providing this support, the time required to start a business reduced from 43 days in 2005 to only 23 days in 2011. The time devoted by business to the payment of taxes reduced by 10% to 254 hours per year, while the average time required to enforce a contract fell by 50 days. The average CPIA score for Property Rights and Rule-Based Governance improved from 2.78 to 3.11 of a possible 6. These business friendly measures are part of the reason why net foreign direct investment has increased substantially from 4% to 6% of GDP across these countries; although a buoyant natural resource sector has also contributed. This very impressive set of results suggests a major return on our investments in this area. Under our new Private Sector Development Policy and Strategy, we seek to improve the business enabling environment through three types of measures. First, we help simplify the legal and institutional framework for business, to reduce the costs of doing business and improve the interaction between business and government. This can include streamlining licensing procedures, eliminating unfair or arbitrary taxes, modernising customs administration, improving public procurement, strengthening the enforcement of property right and contracts, and promoting a level playing field through anti-corruption and anti-bribery measures. Second, we help our Regional Member Countries invest in social and economic infrastructure and reliable, high quality services, to support both businesses and households. For example, the provision of reliable electricity and clean water can help African
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We also have a range of regional initiatives to strengthen financial governance and promote harmonised standards and regional integration. We support a number of networks, including the African Tax Administrators Forum, the African Network for Procurement Practitioners, the African Organisation of Supreme Audit Associations, the Collaborative Africa Budget Initiatives and the Organisation for the Harmonisation of Business Law in Africa. We have also funded the establishment of three African Technical Assistance Centres, to provide technical and advisory services in economic and financial governance.
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Level 2:  How AfDB contributes to strengthening governance in Africa Box 2.5  Building synergies in Liberia



2



Between 2006 and 2012, the Bank supported good economic governance in Liberia through two programmes: a public financial management reform programme and an institutional support programme. Both sought to reinforce Liberia’s goals of improving governance and promoting peace through improved public-service delivery and social safety nets. The two interventions worked well together: the public financial management reform programme helped Liberia direct its resources towards its development, while the institutional support projects helped to address capacity constraints on improved service delivery. Through this support, Liberia was able to recruit a new cadre of internal auditors and streamline service delivery by the revenue authority through the creation of a one-stop shop, reducing the time for traders to pay their taxes by several days. To assist the government with creating social safety nets, our programmebased operation helped by covering the foregone tax revenues which the government has redirected towards food-price interventions. By building complementarities between institutional support projects and budget support operations, Liberia improved its CPIA rankings for economic management and its standing on the Mo Ibrahim Governance Index.



businesses become more competitive internationally. A salient objective is to encourage more African businesses to enter the formal sector, where they can receive the full range of public and private services.



As part of our general budget support to Tanzania, we contributed to a 400% reduction in the time required to resolve court cases in Zanzibar.



Third, we help build business productivity by training entrepreneurs, deepening access to financial and capital markets and improving business access to advisory services. In recognition of the importance of financial sector development to inclusive growth, and particularly the growth of small and mediumsize entreprises, the Bank helps regional and national government institutions promote the sector. Our support includes investment projects, lines of credit and programme-based operations; including general and sector budget support. Most of our financial sector operations are undertaken in collaboration with other development partners. A key theme of our operations is helping to address weaknesses in the implementation of financial regulations by supporting the relevant national authorities to improve their regulation and supervision of banks and other financial institutions. We also support regional initiatives such as the Investment Climate Facility for Africa, an independent trust endorsed by NEPAD that
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mobilises resources to tackle barriers to investment. We host the Making Finance Work for Africa Initiative, which strengthens partnerships and promotes knowledge sharing on financial-sector development across Africa. To support the business enabling environment, we employ a mixture of instruments: programme-based operations, advisory services and an array of knowledge products. For example, our Fourth Poverty Reduction Strategy Support Programme in Burkina Faso emphasised improved competitiveness as the key to privatesector development and growth. As part of a $40 million budget support operation, we helped promote an integrated services framework for the national Business Registration Centre, reducing the time required to create a new business from 18 to 3 days. We have supported a range of public sector reforms in Mozambique, including decentralisation and institutional restructuring to improve service delivery. Our interventions in this area have included the establishment of six one-stop shops to support service delivery to business and citizens, including national identification services, taxes and social-security matters, notary services, the registration of legal entities, property registration and business licensing. Rwanda has been among the impressive performers internationally on improving its business environment. Box 2.6 shows some of the ways we support Rwanda’s efforts.



Macroeconomic management Sound macroeconomic management is essential for growth and poverty reduction. In the past, poor macroeconomic management in many African countries discouraged investment and disrupted development programmes. In recent years, however, most African countries have performed much better, bringing inflation under control and reducing their budget deficits. Nevertheless, we have not yet seen this growth translate into major progress on employment creation and poverty reduction. The fiscal space created by prudent macroeconomic policies was a key factor in Africa’s relative resilience to the global financial crisis. In the wake of the 2008 crisis and the subsequent economic downturn, AfDB worked with other international financial institutions to mobilise additional liquidity, allowing our Regional Member Countries to implement counter-cyclical measures and invest in overcoming supply-side constraints. For example, the Bank took the lead in response to a deepening debt crisis in the Seychelles, providing budget support and partial credit guarantees. This innovative approach enabled the government to continue with its structural reform programme. Results in the macroeconomic arena are harder to attribute to AfDB support. Overall, however, it is clear that improved macroeconomic management has helped a large number of African countries to be more resilient in the face of the global financial crisis; although there were some countries which were still severely



Box 2.6  A leading success story on supporting business in Rwanda Rwanda has been Africa’s most outstanding success in improving its business environment. From ranking 139th in the world for ease of doing business in 2006, it reached 45th place in 2012, and has featured several times among the top global reformers. Between 2008 and 2011, AfDB supported Rwanda’s reform efforts with a series of general budget support operations. We provided financial support and policy advice to improve the climate for the private sector and the financial system, strengthen the management of public finances and enhance the government’s capacity to deliver high quality services. Among many reforms undertaken over this period, the Rwandan government introduced online business registration and an electronic land registry system, which helped boost investor confidence (Rwanda’s Investment Perception Index reached 72.2% in 2011, ahead of its target) and led to increased bank lending to the private sector. Moreover, the Bank provided support through the Competitiveness and Enterprise Development Projects (CEDP I and II) which led to the establishment of the Rwandan Development Board, a high-level national institution with the mandate of spearheading increased investments and promoting trade. The determination of the Rwandan government to deepen its policy reforms and intensify its poverty-reduction efforts played a key factor in this success and shows that where strong country ownership of the process exists, the Bank is able to better support the government’s reform programmes.



impacted. Across the countries where AfDB has engaged, the fiscal balance2 deteriorated slightly, from -0.5% to -0.7% of GDP between 2005 and 2011. Inflation declined significantly from 13.8% to 8.4% of GDP, although there has been a worrying resurgence of inflation in 2012, particularly in East Africa. The debt burden has been reduced, with debt service down from 2.3% to 1.1% of GNI, while external debt stocks declined by $18 billion. The Bank has also supported ten countries in their efforts to support debt relief, with six of them reaching HIPC completion point3.



Promoting sound macroeconomic policies continues to be an important part of our support to our Regional Member Countries, featuring strongly in our policy dialogue and budget support operations. In post-conflict Sierra Leone, for example, we helped rebuild macroeconomic management capacity through a combination of aid instruments, including programme-based operations, capacity building projects and targeted technical assistance. Our support emphasised long-term strengthening of the institutional foundations for macroeconomic stability and poverty reduction. We provide Institutional Support Projects in a number of countries to support macroeconomic stability. For example, in the Gambia



2 3 



Sound debt management is a key element in ensuring macroeconomic stability. Over the past 15 years, international debtrelief campaigns have significant reduced the burden of debt for African countries, with 26 countries reaching the HIPC completion point. The Bank helps countries through the HIPC process by supporting reforms that create a stable macroeconomic environment, promote sound public financial management, guarantee equity in social spending and strengthen debt management.



Special governance initiatives Another important theme in the Bank’s governance portfolio is improved management of natural resources. Africa’s natural resource wealth can play a pivotal role in generating the resources needed to close the development gap. Too often, however, abundant natural resources have proved to be a mixed blessing. When poorly managed, they can lead to less accountable governments and fuel corruption. In the worst case scenario, they can be a driver of conflict and political instability. In the coming years, with more natural resources being exploited and commodity prices relatively high, effective management of these resources will be critical. The Bank helps improve the governance of natural resources through investments in improved regulatory frameworks and greater transparency and accountability over revenue flows. A key element in avoiding the ‘natural-resource curse’ is enhancing the demand-side governance by enabling parliaments, the media and



A yellow bullet indicates that Bank operations achieved the same in 2011 compared to 2005. A grey bullet indicates that progress could not be measured.
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We are also committed to aligning our financial support to our partner countries’ budget cycles, to support sound macroeconomic management. This is particularly important in fragile states, which are more dependent on budget support operations. We have therefore developed a programme approach, providing a series of single-year operations within a multi-year framework. This more predictable support enables recipient governments to pursue their national development programmes over the medium term. We ensure that our budget support does not displace national efforts in raising government revenue.



we helped introduce a medium-term forecasting model to underpin macroeconomic management. We helped the Gambian government meet the benchmarks in its IMF programme, improving its access to international finance. In Burundi, our institutional support project helped strengthen the macroeconomic framework and develop effective monetary and exchange rate policies.
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Level 2:  How AfDB contributes to strengthening governance in Africa civil society to express their views on the use of natural resource wealth and to hold governments accountable for their performance.



2



Figure 2.3  AfDB’s support role in the extractive industries value chain Award of contracts and licenses



Regulation and monitoring of operations



Collection of taxes and royalties



Revenue management and allocation



The African Legal Support Facility and the Bank provide legal expertise on contract negotiation and assesses development outcome.



The Bank provides technical and financial support to build capacities and support the review of legal and regulatory frameworks governing the extractive industries sector.



The Bank provides support in the implementation of the Extractive Industries Transparency Initiative, to ensure effective resources mobilisation and reduce the risk of corruption.



The Bank supports the Extractive Industries Transparency Initiative implementation and other public financial management initiatives for a transparent and accountable resources allocation and government expenditures.



Implement sustainable development policies The Bank promotes evidences based policy and support sustainable exploitation of natural resources.



management of the extractive sectors along the entire value chain, from contributions towards legal and institutional reforms all the way to supporting their reporting and dissemination activities. In each case, multi-stakeholder groups have been formed, where representatives from civil society and the private sector work alongside government to provide effective policy debate and oversight. This in turn has helped to ensure sustained political commitment — which is essential to successful EITI implementation. We also adhere to EITI principles in our own private-sector mining operations. We have invested in complementary initiatives like the African Legal Support Facility, which helps modernise the legal framework for natural-resource extraction and supports our Regional Member Countries in negotiating with international companies. Figure 2.3 demonstrates how the different elements of our support are linked together in this vital area.



Source:  Draft approach paper and action plan on Governance of the Extractives Industries.



The Extractive Industries Transparency Initiative (EITI) has emerged as a strategic tool for promoting better natural-resource management in Africa. It sets forth common standards on revenue transparency. Countries that declare themselves EITI candidates go through a process of developing and implementing reform plans. Once certified as EITI-compliant, they must undergo re-validation at least every five years. EITI compliance serves as a signal to the international community that the country is committed to open the management of its natural sources and to create a level playing field for investors. Twenty-one African countries have declared themselves EITI candidates, of which six have achieved compliance. In the last five years, the Bank has supported the EITI candidacy of 11 countries: Chad, the Central African Republic, Burkina Faso, Guinea, Liberia, Madagascar, Mozambique, Sierra Leone, Tanzania, Togo and Zambia. We have helped these countries improve



Alongside our support for the Extractive Industries Transparency Initiative, we also encouraged policy reforms in the extractive sector to promote good governance. For example, in Sierra Leone we worked with the Ministry of Mineral Resources on a range of policy and institutional reforms whilst in Guinea and Kenya, we are helping the government put into place an institutional and legal framework to govern the extractive sector. Other strands of our governance work include some engagements in legal and judicial reform. Efficient enforcement of contracts and property rights are crucial to building more efficient markets and a more attractive investment climate. As part of our general budget support to Tanzania, we supported reforms to the judiciary in Zanzibar, contributing to a 400% reduction in the time required to resolve court cases. Our support for judicial reform in Madagascar included strengthening the capacity of the higher courts and the auditor-general’s office. We also helped develop a legal framework for public-private partnerships.



Box 2.7  New partnerships for innovations in governance The Governance Trust Fund was launched in 2010 to support innovation in governance. It is managed by AfDB with resources provided by Switzerland, Norway and Sweden. The Fund’s objective is to help African countries build capable and responsive states by strengthening transparency and accountability in the management of public resources. The Fund is designed to identify and support promising new approaches in the field of economic and financial governance, in accordance with the Bank’s Governance Action Plan 2008–2012. The new initiatives approved in 2011 included: (i) support for the African Network on Procurement and its efforts to promote second-generation procurement reforms; (ii) support to the University of Juba on training South Sudan’s new cadre of public officials in core government functions for enhanced service delivery; (iii) support for the African Governance Institute in its role as strategic adviser to the African Union Commission and to help it build partnerships with the Regional Economic Communities; and (iv) examination of structures in Tunisia that promote political voice and accountability, drawing lessons from the Maghreb region. In 2007, AfDB and DFID signed a five-year Technical Cooperation Agreement, providing resources for new initiatives in a number of areas, including a $1.58 million governance component. The goal is to enhance AfDB’s capacity to be more effective in its governance work, focusing on three areas: (i) policy and strategy development, (ii) the knowledge base and analytical work and (iii) strategic support to multinational initiatives.
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Box 2.8  The Bank’s rapid response to economic crisis in Malawi In 2012, we undertook a crisis response budget support operation in Malawi with the aim of alleviating foreign exchange shortages, which were threatening to limit the importation of fuel and other essential goods. The budget support operation promoted fiscal and macroeconomic stability, while at the same time protected social spending. The crisis response was disbursed within two months following the implementation of bold policy reforms by the government. This crisis response was followed-up by an institutional support project to strengthen public financial management. By providing a rapid policy response to the economic crisis, we were able to lead the dialogue with the Government and promote good governance.



Box 2.9 Supporting Côte d’Ivoire through its transition



In the aftermath of the Arab Spring, we have increased our support for governance in Africa’s middle-income countries. We manage the Multi-Donor Trust Fund for Transitions, which is designed to provide quick and flexible support to help countries respond to the recent social and political upheaval. Its focus areas are strengthening governance, fostering economic and social inclusion, creating jobs and promoting private sector development and entrepreneurship. The Fund will enhance the Bank’s ability to deliver targeted support to the organisations leading reforms. In the first instance, through the Trust Fund the Bank is working with Egypt, Libya, Morocco and Tunisia. Governance also remains at the centre of our work in Africa’s fragile and conflict affected states. Our Fragile States Facility was established in 2008 to channel additional resources to a group of states that have traditionally been under-aided. It is a fast, simple and flexible instrument designed to help fragile states consolidate their policies and institutions during postconflict transitions. $1.16 billion of the Bank’s resources in the current African Development Fund (ADF) replenishment cycle have been allocated to fragile states through the Fragile States Facility. The focus area of the Fragile States Facility is to provide



Conclusion AfDB’s approach to supporting better governance is based on our comparative advantage. We focus on some of the most dynamic areas; namely, economic and financial governance. Through flexible combinations of financial support, policy dialogue, technical assistance and regional initiatives, we have worked hard to contribute to a remarkable turnaround in Africa’s performance. Public financial management reform however remains a challenging area. With our support, our partner countries have introduced a range of legal and institutional reforms covering all phases of the budget process. Budgets have become more credible and transparent, and independent accountability institutions are playing an increasingly important role. We will need to continue our support to ensure that these reforms are fully implemented. We have seen important progress on revenue collection, with tax revenues rising as a proportion of GDP even while the burden of tax on business has been reduced. The increase in revenue-collection capacities is critical to creating a virtuous circle of self-funded development. In the countries where we provide focused governance support, the business environment has improved dramatically. African companies and foreign investors now face fewer administrative procedures and a lower tax burden, creating a more level playing field and more efficient markets. Consequently, foreign investment has increased substantially. We have also contributed to major improvements in macroeconomic management. We have helped Regional Member Countries partner countries restore their fiscal balances, improve their debt management and tame inflation. These efforts have been vital to Africa’s recent outstanding growth performance, and in the creation of the fiscal space that African countries need to weather adverse global economic conditions. It has yet to translate into widespread inroads into poverty reduction. Finally, our work on governance of the extractive industry is delivering important results for a group of resource rich countries, helping to ensure that natural resource wealth is a
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AfDB reacted swiftly to the restoration of the constitutional process in Côte d’Ivoire, providing around $160 million in emergency support. This aims to assist the country to return to stability and to support the most vulnerable segments of the population, by helping restore the country’s capacity for economic governance and its provision of core social services and infrastructure. The support is expected to restore the population’s access to health centres, schools and social-welfare centres and restore access to safe drinking water and sanitation to 80%. We recognise that national reconciliation is vital to restoring political stability and returning the country to an inclusive growth path.



additional financing for governance and capacity building. It helps to stabilise macroeconomic conditions and re-establish basic public financial management systems and capacities, thereby helping fragile states to access more conventional forms of development finance. For example, we have worked with the Liberian government since 2008 on far-reaching legal and institutional reforms covering debt management, the budget process, public accounting, tax policy and revenue collection. Through this support, the Liberian parliament was able to adopt a comprehensive new Public Financial Management Act and a revised Revenue Code.
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Level 2:  How AfDB contributes to strengthening governance in Africa



2
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driver of development rather than of conflict. The governance arena will continue to present a broad array of challenges in the coming period. We see a need for increased effort to reform the civil service and to follow up budget reforms with a sustained



effort to improve the management of public expenditure. Another challenge will be in strengthening public financial management at the sub-national level, so that decentralisation leads to genuine improvement in local services 
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Improving revenue management in the Gambia Institutional reforms within the Gambia Revenue Authorities increased tax revenues from 17% of GDP to 20%. 30



© AfDB
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Level 3:  How well AfDB manages its governance operations



T



his level of the review assesses how well the Bank manages its operations in the governance field. It looks at the overall health of our governance portfolio, the quality of our projects and our compliance with aid effectiveness principles. It assesses whether we are generating and making use of new knowledge on governance, and whether our projects are advancing the Bank’s commitments in crosscutting areas like gender mainstreaming. The Bank’s Governance Department has the lead responsibility for delivering assistance under our Governance Action Plan. Other departments also work on Governance by providing collaboration such as sector budget support, HIPC/MDRI Debt Relief, private sector development and knowledge generation. As of August 2012, the Governance Department had 52 active projects (approved and ongoing), for a total value of $2.21 billion. The portfolio includes 36 institutional support projects and 16 programme-based operations.



Performance of our governance portfolio



One way we ensure the quality of our governance portfolio is through close supervision of project implementation. Regular supervision enables us to identify issues as they arise and adapt accordingly. In 2011, 76% of our governance projects in low-income countries (ADF) were formally supervised twice a year1. For Africa as a whole, there was drop in supervision from 85% to 68%, which is still well above our corporate target of 60%. We track the number of projects in the portfolio flagged as problematic, either because implementation is not progressing or because the project is unlikely to achieve its objectives. From 2010 to 2011, the proportion of projects at risk2 across Africa fell from 13% to just 3%. This is a result of stronger project design and improved levels of supervision. The number of operations eligible for cancellation remains very small, and well below our target maximum of 8%. Projects may become eligible for cancellation for a variety of reasons, such as a delay of more than 180 days between the approval and



Figure 3.1  Composition of the governance portfolio, 2008-2011 Public procurement Budgeting, accounting and reporting External oversight Private sector environment Revenue management Internal audit, financial control and inspections Sector governance Financial sector development Debt management Local governance and decentralisation Trade competitiveness Other PFM Economic policy capacity development Economic recovery from crisis Other Governance themes 0
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Source:  African Development Bank



signature of new operations or a period of more than two years without any disbursement. The Bank has adopted a new policy on the cancellation of non-performing projects. Seventy percent of the resources from cancelled projects are now retained by the borrower country, with the balance returned to the Bank’s general



1 



A yellow bullet indicates that AfDB has made little progress toward its target.



2 



A green bullet indicates that AfDB has made good progress and is on track to achieving its target.
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Promoting good governance is a challenging area of development assistance. Complex institutional reforms can take many years to implement and are prone to setbacks. Our operations need to be flexible enough to adapt to changing conditions and react to new opportunities and challenges.
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Level 3:  How well AfDB manages operations in governance



Table 3:  How well AfDB manages its governance operations (Level 3)



3



This table presents the Bank’s progress on Governance in achieving its 2012 targets for portfolio management:   Good progress has been made, and we are on track to achieve our target; 



  Little progress has been made and we are at risk of not achieving our target;



  No progress has been made, or we have moved even further away from our target; 



  Data are not available to measure performance.



African Countries Indicator



Baseline 2010



Latest 2011



ADF Countries



Target 2012



Baseline 2010



Latest 2011



Target 2012



Portfolio Performance Operations formally supervised twice a year1



(%)



85



Projects at risk in ongoing portfolio



(%)



13



Disbursement ratio of ongoing portfolio for institutional support projects2 (%)



22



Disbursement ratio of ongoing portfolio for programme-based operations (%)



39



Operations eligible for cancellation



(%)



Budget support disbursed on schedule



68



90



60



76



90



3



5



17



10



5



17



31



26



19



31



50



50



..



49



50



0.2



0.2



8



0.7



0.3



8



(%)



75



92



80



78



92



80



(months)



8



5



6



7



4



6



(%)



82



86



95



81



85



95



Quality at Entry Time elapsed from approval to first disbursement2 Operations rated satisfactory Paris Declaration Indicators of Effective Aid Use of country systems



(%)



91



97



100



82



90



100



(number)



..



2



0



..



2



0



Exiting projects with a timely project completion report2



(%)



95



100



100



95



100



100



Project completion reports rated satisfactory



(%)



90



82



80



89



80



80



(number)



14



20



24



..



..



..



Project completion reports with gender-disaggregated data



(%)



40



43



75



44



43



75



New projects with at least one gender indicator 



(%)



100



96



100



100



96



100



Parallel project implementation units Knowledge Management



Cumulated economic and sector work and related papers Gender Mainstreaming 3



.. = data not available; ADF = African Development Fund. This indicator is yellow because the 2010 baseline, 2011 latest achievement and 2012 target are far above the corporate target of 60%. Where baseline was above target, the latter was set arbitrarily 20% higher than baseline for the purpose of this reporting exercise only. 3 Although the baseline target was already 100%, this indicator has been included to ensure continuous performance monitoring of gender-mainstreaming targets. 1 2



Notes:  ADF countries are the 39 lower-income AfDB member countries that qualify for concessional funding. They are Benin, Burkina Faso, Burundi, Cameroon, Central African Republic, Chad, Comoros, Congo Republic, Democratic Republic of the Congo, Côte d’Ivoire, Djibouti, Eritrea, Ethiopia, Gambia, Ghana, Guinea, Guinea-Bissau, Kenya, Lesotho, Liberia, Madagascar, Malawi, Mali, Mauritania, Mozambique, Niger, Nigeria, Rwanda, Sao Tomé and Principe, Senegal, Sierra Leone, Somalia, South Sudan, Sudan, Tanzania, Togo, Uganda, Zambia, and Zimbabwe. Cape-Verde and Angola are in transition. Source:  African Development Bank.



Figure 3.2  Portfolio performance 2010 BASELINE



Projects at risk in ongoing portfolio (%) Disbursement ratio of ongoing portfolio for PBO (%) Budget support disbursed on schedule (%)
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2012 TARGET
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resource pool. This creates incentives for low-income countries (ADF) to restructure their portfolios by cancelling non-performing operations in a timely fashion and reallocating the resources to more productive uses. For example, in Côte d’Ivoire, an unused portion of the portfolio was cancelled, allowing $35 million to be reallocated to a 2011 budget support operation. We also track our disbursement rate, to make sure that resources are being used efficiently. Here, the performance of institutional support projects varies significantly from that



of programme-based operations. Most programme-based operations are designed in one or two large tranches that are often released without delay, allowing the operation to be closed within one or two years. By contrast, Institutional Support Projects are disbursed slowly over several years and involve more complex procurement processes. In 2011, we achieved an overall disbursement ratio3 for programme-based operations of 50%, while the disbursement ratio4 for institutional support projects was much lower at 17%.



Figure 3.3  Distribution of commitments to governance between 2008 and 2011 Fragile states $477 million (12%)



Middle income countries (without Botswana 2009)



$1688 million (42%)



Total committments



$4007 million Low income countries



(other than fragile states)



Quality at entry of governance projects Quality at entry is a measure of whether our projects are welldesigned and appropriate to the needs of the recipient. Quality at entry is a critical element for successful development assistance, as flaws in project design can be very difficult to correct once implementation is underway. In recent years, the Bank has introduced a number of measures to boost our quality at entry, including readiness reviews — a new assessment tool for measuring the quality of project concept notes and appraisal reports.



$1842 million (46%)



Source:  AfDB Governance, Economic and Financial Management Department



Figure 3.4  Scores of Project Appraisal Report reviewed in 2010 and 2011 Alignment and ownership
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AfDB is committed to following the principles of aid effectiveness agreed in the Paris Declaration and its successors. To that end, we track our performance against a number of Paris Declaration indicators.
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Results and risk



Figure 3.5  Quality at entry 2010 BASELINE



Time elapsed from approval to first disbursement (months) Operations rated satisfactory (%)
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Our governance portfolio rates very high on alignment. Governance operations, particularly programme-based operations, disburse straight into national treasuries and are spent through regular budgetary systems. Our use of country systems therefore stands at 97% — far higher than the figure for other types of operations.



3 The disbursement ratio is the proportion of funds disbursed over the undisbursed balance. For example, a 33% disbursement ratio would indicate that projects are averaging about four years to complete. 4 
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Aid effectiveness in the governance portfolio



Hig h



6



Hig h



To boost the quality of its operations, the Bank’s Governance Department has established an internal Quality Assurance Panel. The Panel is tasked with ensuring that lessons from project implementation and independent evaluations are systematically integrated into the design of new operations. A 2011 independent evaluation of our programme-based operations provided an interesting set of lessons. It found that the Bank has made substantial progress in becoming a more active and effective partner in multi-donor budget support operations. Our budget support has helped meet the urgent financial needs of our partner countries, and we have played a pioneering role in introducing budget support for fragile states such as Liberia. The evaluation also identified a number of challenges, including the need to strengthen capacity in our field offices to engage in policy dialogue and to strengthen linkages between budget support and other operations.



h Hig



Financial management and procurement



High



Through these initiatives, the share of our governance operations rated satisfactory has increased from 82% to 86%, though it still falls short of our corporate target of 95%. The time elapsed between approval and first disbursement has also improved since 2010, from eight to just five months for Africa as a whole and from seven to four months for low-income countries (ADF).



A red bullet indicates that AfDB has not made progress or has regressed with regard to its target.
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Level 3:  How well AfDB manages operations in governance Figure 3.6  Paris declaration indicators



3



2010 BASELINE



Use of country systems (%)
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2012 TARGET
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In many countries, programme-based operations have become a key part of the national aid architecture, providing a high-level platform for policy dialogue between development partners and recipient governments. From the recipient’s perspective, it is preferable — and much more efficient — to have a joint platform for dialogue, rather than deal with donors individually. In order to attain this, between 2009 and 2012 the Bank has been active in budget support coordination groups in a number of countries, in many cases taking its turn as chair. In addition to increasing aid effectiveness, the Bank’s involvement in the donor coordination groups has given it an opportunity to influence development policy at the highest level. AfDB — alongside the European Union and the IMF — is also in the process of developing a common approach to delivering budget support in fragile states. This is an area where the Bank has been a pioneer. From this collaboration, we have managed to produce a Common Approach Paper to Providing Budget Aid in Situations of Fragility. The document emphasises the importance of coordination among donors and greater predictability of support. It calls for better understanding of the political economy and a more robust approach to managing risk. Discussions are taking place to identify appropriate countries to pilot this new approach.



Knowledge management Governance is a dynamic field and the evidence as to what approaches work best is constantly evolving. At the Bank, we are committed to staying abreast of this new knowledge and making our own contribution to international learning on this important topic. Good knowledge management practices underpin our policy dialogue with our partner countries on governance reforms and allow us to continuously improve the quality of our assistance.



Figure 3.7  Knowledge management 2010 BASELINE
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Box 3.1  The African Governance Outlook, an innovative diagnostic tool The African Governance Outlook, a joint initiative between AfDB and the African Capacity Building Foundation, is a new Africanbased diagnostic tool on financial governance that examines the full spectrum of the public resource management cycle — budget and revenue governance, internal control, public procurement and external oversight. It consists of an analytical framework with 25 quantitative indicators on financial governance based on the level of transparency, compliance, oversight and capability. These are complemented by qualitative analysis of public financial management systems. National research institutes and think tanks participate in the analysis. The report is being piloted in ten African countries (Burkina Faso, Ethiopia, Ghana, Kenya, Mali, Mozambique, Rwanda, Senegal, Tanzania and Uganda).



In 2011, our Governance Department produced six economic and sector work and related papers. Because governance is not just a specific programming area but a theme running through our portfolio, it features extensively across the Bank’s knowledge work. Our 2010 African Economic Outlook, one of our flagship publications produced by the research department, was devoted to the theme: ‘Public Resource Mobilisation and Aid’. It examines how building equitable and efficient tax systems can help reduce aid dependence by enabling African countries to finance their own development. Our regional departments have also contributed to knowledge generation on governance. For example, the Eastern African department produced a major study on the harmonisation of tax regimes in support of the East African regional integration agenda. Project completion reports are a tool we use to capture experiences and lessons from completed operations to inform new programming. One hundred percent of the governance projects that were completed in 2011 produced timely project completion reports. A large majority of these were rated satisfactory in terms of quality, although the figure was slightly lower than in the previous year.



100 24



We place a strong emphasis on informed dialogue. Our starting point is the governance reforms to which our partner countries are already committed to in their national development strategies. We focus our analytical work and our policy dialogue on helping them achieve these objectives. For example, in 2011 we contributed to
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the preparation of Public Expenditure and Financial Accountability (PEFA) assessments in seven countries. This standard diagnostic tool is used to guide public financial management reforms. We are also piloting a new diagnostic tool on financial governance, the African Governance Outlook (see Box 3.1).



Gender mainstreaming The Bank is committed to mainstreaming gender across its portfolio. We aim to include gender disaggregated data in the monitoring of all our projects and capture any differences in impact on women and men. As the figures suggest, we still have some way to go in order to achieve this target. Moreover, we have a substantial stock of older institutional support projects in our governance portfolio, where gender was not mainstreamed in the design. As a result, only 43% of completed projects include



Box 3.2  Deepening knowledge on governance for informed decision making AfDB’s Governance Department has recently published a series of knowledge products: Guidelines and approaches ◗◗ Extractive Initiative Operational Guidance ◗◗ Government Auditing Reform in Africa ◗◗ Mozambique: Key Issues from the African Peer Review Mechanism Country Review Report ◗◗ Public Finance Management in Africa ◗◗ Public Procurement Reform in Africa ◗◗ Sector Governance Risk Guidance ◗◗ Lessons and Good Practice on chairing Budget Support Groups ◗◗ Measuring the contribution of Budget Support to Development Results ◗◗ Mid Term review of the Governance Action Plan Inform policy, strategy or operations ◗◗ AfDB-OECD Stocktaking Study: Anti-Bribery and Business Integrity in Africa



gender disaggregated data in their project completion reports — well short of the target of 75%. Nevertheless, 96% of new projects include at least one gender indicator, which emphasises the need for continuous tracking of gender-mainstreaming targets in the Bank.



◗◗ ◗◗ ◗◗ ◗◗ ◗◗ ◗◗ ◗◗



Africa Governance Outlook Country Governance Profile of Sao Tome & Principe Diagnostics Study of the Financial Sector in Ethiopia Implementation Update on African Development Bank Support to the African Peer Review Mechanism Joint AfDB-WB Strategy in Support to Strengthening Country External Audit Systems Common Approach Paper to providing Budget Support in Situations of Fragility Fiduciary Risk Management Framework Extractive Industries Transparency Initiative Financial Sector Support Strategy Public Expenditure Management and Financial Accountability Review in Niger and Guinea-Bissau Public Expenditure and Financial Accountability in Sierra Leone and Central African Republic



To improve our performance in this area, we are introducing new gender standards into our quality at entry processes in 2012. New projects will be expected to include gender analysis, to specify targets on gender equality and women’s empowerment and to incorporate adequately resourced gender-related activities. These measures will help to ensure that our operations achieve results that benefit women and men alike.



Figure 3.8  Gender mainstreaming 2010 BASELINE
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Finally, AfDB Board approved a new policy for programme-based operations. Some of its most important features are summarised in Box 3.3 of the previous page.



Box 3.3  AfDB’s improved policy framework on programme-based operations In a new policy adopted in April 2012, the objectives for AfDB programme-based operations have been expanded to cover growth and poverty, economic and financial governance, nationally led policy reforms, mitigation of shocks and state building in post-conflict countries. Programme-based operations will include investments in strengthening country systems; policy dialogue to support policy reforms and flexible funding of the national government’s priority expenditures. Each type of budget support (general, sector, import support instruments and crisis response) has clear eligibility criteria, including government commitment to poverty reduction, macroeconomic stability, acceptable fiduciary risk, political stability and donor harmonisation. The new crisis response instrument resembles general budget support, but without the requirement of macroeconomic or political stability. The focus is on maintaining critical spending during times of crisis to protect the poor. The new policy encourages predictability through planning of resources over three years or longer. It establishes a new multi-year option for the design of PBOs and makes donor harmonisation a priority. The Bank will seek leadership of multi-donor budget support groups where it has a comparative advantage, and will work with joint Performance Assessment Frameworks and assessment missions. The Bank group will also seek to develop its comparative advantage in delivering PBOs in fragile states, and there will be better up-front risk analysis to inform the design of PBOs in fragile states.
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One of the core challenges to mainstreaming gender in the governance area is the lack of consistent ownership of gender issues within partner governments. While many Africa countries have established gender ministries and focal points, these tend to be under-resourced and relatively marginal to decision making. Thus, gender issues are given lower priority in national development strategies. Development partners are also poorly coordinated around gender issues, which are as a result widely neglected in the design of programme-based operations and sector programmes. We also need to do more to build expertise on gender in our country teams, so that they are able to pursue gender issues through their policy dialogue.



◗◗ ◗◗ ◗◗ ◗◗
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Level 3:  How well AfDB manages operations in governance



Conclusion
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Our governance operations, including both in the institutional support projects and the programme-based operations, have been performing solidly. Three-quarters of our projects are supervised twice a year to ensure that they are progressing satisfactorily. At the same time, the share of projects at risk or eligible for cancellation has fallen to a very low level. Our disbursement ratio for programme-based operations is very good, although it lags behind for the slower-disbursing institutional support projects. Because of the substantial share



of budget support operations, our governance portfolio performs very well on indicators of aid effectiveness. To inform our policy dialogue, we engage in a wide range of knowledge work, including seven Public Expenditure and Financial Accountability assessments in 2011. A remaining challenge is to mainstream gender equality across our governance portfolio. To improve performance on gender mainstreaming, we are introducing new gender requirements for project design 
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Promoting judiciary reforms in Tanzania As part of our general budget support to Tanzania, the African Development Bank promoted reforms to the judiciary in Zanzibar, contributing to a 400% reduction in the time required to resolve court cases. 38
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Level 4:  How efficient is AfDB as an organisation in supporting governance initiatives



T



he fourth and final level of our Results Measurement Framework addresses how well we manage ourselves as an organisation. It contains six performance indicators that are particularly relevant to the governance portfolio, covering progress on decentralisation, the development of our human resources and our business processes.



Decentralisation



In 2011, we expanded our network of Field Offices to include more fragile states; Burundi, Liberia, Togo and the Central African Republic, with a South Sudan office opening in 2012. This is a major increase in our capacity to engage with fragile states. As a result, the percentage of governance staff located in the field1 has increased to 40%. There are currently nine governance staff based in field offices in Malawi, Zambia, Senegal, Morocco, Kenya and Mozambique, and in our East African Regional Resource Centre. Eight percent of governance projects are managed by a task manager located in the Field Office2 and 20% are supervised from Field Offices3. While these figures are still short of our targets, we expect them to increase over the course of 2012 as the decentralisation process moves ahead. The Bank is now much better equipped to engage in the process of setting goals for programme-based operations and reviewing progress. Over the coming period, we will continue to build up the skills of our Field Offices and Regional Resource Centres



1 



A green bullet indicates that AfDB is on track to achieving its target.



2 



A yellow bullet indicates that progress toward this target is starting to stall or regress.



Figure 4.1  Decentralisation 2010 BASELINE
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staff to engage in policy dialogue and budgeting issues. In fragile states, we will also enhance capacity in order to better understand the political economy in which they operate. While the Bank has no mandate to engage directly in the political sphere, it is important that the political economy in fragile states is reflected in the design of our programme-based operations, if they are to have maximum impact.



We have expanded our network of field offices to include more fragile states such as Burundi, Liberia, Togo, Central African Republic and South Sudan. Human resources The Governance Department is the main Bank department responsible for delivering assistance under our Governance Action Plan. It was created in 2006 with a view to strengthening the Bank’s capacity to promote good governance, prudent economic management and financial sector development. It is structured into two sections: the Governance Division and the Economic and Financial Management Division. Since the adoption of our Governance Action Plan, we are gradually building up the capacity of the Governance
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The Bank has been decentralising for a number of years. Through our Decentralisation Roadmap, we are responding to the clear preferences of our Regional Member Countries such as the need for us to locate more staff and functions at the country level. Decentralisation puts us closer to the communities we serve and better placed to participate in country-led development processes. It is particularly important for our governance portfolio, where effective engagement in policy dialogue and budget processes is central to our ability to assist, as well as to promote better coordination with our other development partners.
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Level 4: How efficient is AfDB as an organisation in supporting governance initiatives



Table 4:  How efficient is AfDB as an organisation in supporting governance initiatives (Level 4)



4



This table presents the Bank’s progress on Governance in achieving its 2012 targets for organisational performance:   Good progress has been made, and we are on track to achieve our target; 



  Little progress has been made and we are at risk of not achieving our target;



  No progress has been made, or we have moved even further away from our target; 



  Data are not available to measure performance.



Baseline 2010



Indicator



Decentralisation Projects supervision led by field offices Projects task-managed from field offices Professional staff based in field offices



20 8 40



35 10 36



(number)



5 28



24 30



32 30



(UA thousands)



12



7



..



(%)



(%)



Business Processes and Practices Administrative costs per UA 1 million disbursed by the Governance Department



Target 2012



.. 6 7



(%) (%)



Human Resources Share of women in professional staff Operations professional staff



Latest 2011



.. = data not available; UA = Units of Account. Source:  African Development Bank.



Department through redeployment of staff and new recruitments. We currently have 30 operations professional staff in governance, a slight increase on 2010. Of these, 24% are women — a major increase on our 2010 ratio of 5% and on track to reach our overall corporate target of one-third.



Figure 4.2  Human resources 2010 BASELINE
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The Governance Department’s staff represent a wide range of professionals, including governance specialists, macroeconomists, financial economists, public financial management specialists and private sector experts. This breadth of experience provides us with the flexibility to respond to evolving priorities in Governance Department’s work. Equally important are the synergies with other Bank departments that work on governance.



Business process and practices In recent years, the Bank has implemented a range of measures to improve its business practices. By simplifying and streamlining our processes, we have reduced the delays involved in commencing and implementing operations. One of the measures we use to track our progress in this area is administrative cost per UA 1 million3 disbursed by the Governance Department4. This figure dropped significantly from UA 12.17 thousand in 2010 to only 7.04 thousand in 2011. Nonetheless, we have not set a target for this indicator, as levels of disbursement in budget support operations can fluctuate widely. We have been also invested in improved structures and processes for the design, appraisal, management and monitoring of programmebased operations. Our capacity has substantially increased in recent years, as demonstrated by our ability to mobilise budget support rapidly in response to the 2008 global financial crisis as well as the events in Botswana, Tunisia and Côte d’Ivoire. These operations helped meet the urgent financial needs of our partner countries and provided a platform for advancing a longer-term reform agenda. Moreover we have become a leading player in the field of programme-based operations in particular for fragile states. Finally, project audits are essential to ensuring the efficient use of our resources and meeting our exacting fiduciary



3 UA is the Bank’s Unit of Account, a measure based on a basket of currencies and equivalent to the IMF’s Special Drawing Rights. At present, a UA is equal to approximately $1.40. 4 
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A grey bullet indicates that progress could not be measured.



requirements. institutional support projects are audited in the same way as other investment projects. For programme-based operations, however, where resources are fungible, audits are undertaken by the responsible national institutions.



Conclusion The Bank has strengthened its capacity to promote good governance, prudent economic management, debt relief and financial sector development. We are also enhancing



the level of governance capacity in our Field Office and Regional Resource Centres. This is particularly important for the governance portfolio, where effective policy dialogue is central to our assistance. We have simplified and streamlined our business process, including improved design, appraisal, management and monitoring of our programme-based operations and Institutional Support Projects. This allowed us to respond very efficiently to the 2008 global financial crisis. In addition, our overall administrative overhead has been substantially reduced 
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Providing debt relief across Africa The African Development Bank provided $6 billion debt relief to 26 African countries creating fiscal space for investing in education and health. 42
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Conclusion and outlook



S



trengthening governance remains a critical priority for Africa, underlying the goal of sustained and inclusive economic growth and poverty reduction. Building capable government institutions, and in particular sound economic and financial management, is key to the effective delivery of public services and achievement of the Millennium Development Goals. Recent social and political unrest across the continent testifies to the fact that, regardless of the level of national income, ensuring that governments are accountable for their performance and that citizens are able to participate in decision making is crucial for political and economic development. Over the past five years, the Bank has focused its support on economic and financial governance, an area where good progress has been achieved, albeit at an uneven pace across different countries. The needs for support remains varied, with some countries still establishing basic public financial management systems while others are moving ahead with broader public sector reforms. We will need to remain flexible in our approach, delivering support tailored to the specific needs of each of our partner countries.



Firstly, many countries across Africa have recognised the need to strengthen financial management and have embarked on the reform of legal frameworks, institutions and processes across the public resource management cycle. Despite many ambitious reforms on paper, many areas of weakness persist. There is a need to promote transparency and accountability by opening up budgetary processes to scrutiny by national stakeholders, including parliament, the media and civil society. There is also a pressing need for more attention to domestic resource mobilisation, to help African countries become less aiddependent. Enabling African countries to fund their continuing development from robust, private sector led growth is a priority for the future. Secondly, public sector reform, including improving the efficiency of service delivery, remains a priority across the continent. This includes reforming the civil service, improving sector policies and strengthening implementation capacity, as well as ensuring greater involvement of citizens in accountability and decisionmaking structures. Thirdly, given Africa’s track record, a major change of approach is needed over the governance of natural resources. With a growing



number of countries discovering and exploiting natural resources, effective management of the resources and their revenues must be high on Africa’s public policy agenda. The challenge for governments is to maximise their revenues without deterring private sector investment or compromising environmental sustainability. They also need to put into place institutional arrangements to make the best use of the revenues, making the hard choice to forgo immediate consumption in favour of investing in structural change in their economies and sustainable development.



There is a pressing need to support domestic resource mobilisation, to help African countries become less aid-dependent. Fourthly, for the private sector to play its role as an engine of growth and poverty reduction, African countries need to further improve the business environment. They need to promote a vibrant private sector in which micro, small, and medium-size enterprises can thrive alongside large firms. They need to promote productive capacity in labour intensive sectors that will generate significant employment, particularly for young people. Although much progress has been achieved, continued support is required, including improving the legal and regulatory environment for doing business, increasing access to finance, improving corporate governance, fostering entrepreneurship and strengthening skills development, especially in science and technology.
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Overall, we see four main challenges in the governance arena as critical to ensuring sustained and inclusive economic growth in Africa. These priorities will guide the Bank’s governance interventions over the coming period with a particular focus on fragile states.
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Conclusion and outlook



The future direction
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Looking forward, our new Governance Action Plan and planned Long-Term Strategy 2013–2022 include a strong commitment to inclusive growth. We are enhancing our engagement in governance with more intensive efforts to promote horizontal reforms of public financial management and public administration and more engagement in sectoral governance such as infrastructure and natural resource management (including the extractive industries, water and forestry). We will continue to give high priority to promoting a favourable business environment, with a particular emphasis on employment creation. The Bank is also committed to helping its Regional Member Countries enhance their domestic revenues and reduce their dependence on aid. In the coming period, we will develop our programming along the following lines: ◗◗ Deepening and broadening our support of financial governance reforms — We will continue to focus our support on strengthening good financial governance, to consolidate and build on the progress already achieved. This support will be provided in close coordination with other donors, to ensure a comprehensive and complementary approach. Our focus will be on three areas. First, we will intensify our efforts to address demand-side governance, in recognition of the critical role that non-state actors can play in monitoring budgeting and spending. Increased attention will be given to strengthening transparency and accountability, to empower a broader range of national stakeholders to hold governments accountable for their performance. Second, we will support decentralisation by strengthening public financial management at the sub-national level. Finally, we will invest in improving domestic resource mobilisation. We will focus our efforts on helping African countries become less dependent on aid and better able to finance their continuing development from domestic revenues and financial markets. ◗◗ Promoting reform and capacity building across the sectors — This strand of our governance portfolio will encompass building capable, transparent and accountable states with institutions that are responsive to citizen needs. It will focus on building up core state functions, including the delivery of services to citizens
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and the construction and maintenance of essential infrastructure. As well as building capacity in the responsible government institutions, we will promote political voice and accountability by strengthening stakeholder participation in decision-making. We will also strengthen the monitoring and evaluation of publicsector activities. These themes will span the sectors in which we work. ◗◗ Strengthening governance of natural resources — We will intensify our efforts to strengthen the governance of natural resources, including the extractive industries, water management and forestry. This entails working on policy and institutional reforms to enhance transparency and accountability in the management of natural resources. It also means strengthening engagement and partnership with civil society, the private sector and regional and global development institutions, to improve natural-resource governance. We will also work with African countries to put into place institutional arrangements to make the best use of their natural resources revenues to promote sustainable economic development. ◗◗ Promoting employment creation through a better environment for business — Building on our successes in this area to date, we will focus on a number of specific areas where we see the potential for synergy with our private-sector operations. These include strengthening legal and regulatory frameworks for business and the extractives industry; deepening financial sector development, including capital-market development; and supporting the promotion of small and medium-sized enterprises. ◗◗ Deepening development partnerships — The foundation for successful governance operations must be stronger and must seek to deepen the partnerships with our Regional Member Countries. We will tailor our support to the unique conditions and priorities in each partner country. We will continue to decentralise our operations and boost our capacity at the country level to ensure we are responsive to national needs and strategic priorities. We will also work closely with other development partners, and regional institutions, so as to ensure the best development results in the governance area 
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Invitation for Bids - Asian Development Bank 

Dec 1, 2015 - 2 and it intends to apply part of the proceeds of this loan to payments under the ... The Multan Electric Power Company Limited (MEPCO, â€œthe ...
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Invitation for Bids - Asian Development Bank 

Feb 19, 2016 - AI/ADB-1.1: Markazi Aran RESSD, Lot 1: Dalimammadli ss. â€¢ AI/ADB-1.2: Garb RESSD, Lot 2: Mashingayirma ss. Deadline for. Submission of.
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Invitation for Bids - Asian Development Bank 

Jan 27, 2016 - Email-ID: [email protected] ... service provider. ... shall be issued by TCIL to bidders on their registered email ID provided during.
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Invitation for Bids - Asian Development Bank 

Feb 22, 2016 - it intends to apply part of the proceeds of this loan to payments under the ... International Tendering Company (CNIITC, the Procurement Agent),.
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Invitation for Bids - Asian Development Bank 

Nov 11, 2015 - To obtain further information, bidders should contact (during office hours). Mr. A.K.M. ... Email: [email protected]. 6. To inspect or ...
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Renewable Energy Sector Project - Asian Development Bank 

Jan 22, 2016 - bidders from eligible source countries of ADB and eligible for ... Part 2 â€“ Mangaia hybrid renewable energy system, comprising solar plant,.
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Invitation for Bids - Asian Development Bank 

Oct 7, 2015 - Tel+88-02-8181488/Fax +88-02-8181496. Mobile +88-01715004370. Email: [email protected]. 6. To inspect or purchase the bidding ...
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