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GmERAL LINES OF POLICY FOR CONSULTATIONS
I NON—AFRICAN (COUNTRIES '

-In the discussions that took place during the Committeels first.. .
mestinig Ain ‘Monrovia it was made elear that the Committee of Nine were .
in ‘Eawvour of restricting the participation-in the share ecapital of
the African Development Bank to the African-States only;:.the contribu-
tions by nenwAfrlcan countries would, it was con31dered, take the
form of loape and grants. The reports of the three teame that v1s1ted

the African States will show whether these States have endoreed the o
opinlon of the Commlttee or have suggested certain modlflcatlons. These
modlficatlone, if any, w111 be the eubaect of discussion by the Com-
mittee of Nine 1n its second meetlng. ‘Teans v181t1ng the non-African
countrmes would know fhe trend of thlnklng in the Committee in 80 far

as the ehare capltal problem ig concerned.

In addition to thls ma jor questlon of -the provlslon of ehare‘b
capital there are other problems that need to be dlsoussed in the
Committee of Nine so that the teans gelng to non—ﬁfrlcan countrlee would
be guided by the opinion of the Commlttee on these mattere.' In the _
following paragraph these matters are brlefly dealt w1th to a591st the

Committee's discussions.

The firét problem that suggests:itself is the ourzemcy in which lpans
con bBo . dcéepted by the African-Development Bank. . Must the loans be..:
made in convertlble curreney only or can they be made 1n non-eonvertlhle
currency partially, or 1n whole° In the case of acceptance of non—
conyertible currency lpane, w111 thls be an obsteole to seeklng 1nter—
national tenders for worke to be undertaken and for maklng adaudlcatione
acoording to techniocal griteria whlch is an essentlal condltlon to the
good working of the, Bank° or is 1t eoneldered to be p0351b1e to make
international adaudlpatlons and 1f the lowest bld comes from the country
to that country and the payment made in the non—convertlble currency

Such a loan can only be in the form of a line of credit and any interest
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to be paid on such loans will have to be caleulated as from the date
the line of oredit or part of it is utilized. It is likely that such
lines. of credit will nof be utilized as quickly, as the convertible.
loans,. Such lines of cpedit will. necegsitals a provision fixing the
rate of exchangs as otherwise thgrcountrywbqrrow1qguen.thet,currency
may un the risk of paying heavily becauss the country whose ourrency

is used has declded to; over-yvalue its currency. ..

.

- Such problems ‘do ‘not’ present themselves in the ‘case-of grants. - =
There is nc rate of interest to be charged nor:is' the ‘repayment of -

prinoipal requireds o S s e A TS T SIUR WO

The rate of 1nterest is also one of the questlone that deserveﬁ
discuselon by the Commlttee.' There are proaects in Afrloa ‘that can e
pay the market rate of 1nterest but there are others, also very ae-'::;
sential, where at the market rate of 1ntereet, “the total amount to
be paid in interest would constitute a heavy burden on the ‘borrowing
oountry. Most: of the infrastructure projescts and the larger power - -
‘préjeots fall into this last category. The Committee of Nine may find:
it advisable 'to emphasize that a good part of the loans borrowed by -
the African Developmert Bank from the non-African Governments will:
require a low rate of interest or no interest atall and that the
. period of the. loans should be as long as. forty or fifty yeare 80 that
the dburden on-the borrow1ng1country when repayment takes plaoe will
- b :more nearly proportlonate $o the. poselbllltles pf that country.

~Ag for membership of theiorgans of managementy the Committee of .-
Nine have expressed their view that the members of the Board:of ‘Governors
“gnd of 4he Board of Directors must all be Africans but the Committee: -
did not rule out thé possibility of -having a Consultative:Committee: - -
of technicians and ‘experts that could ibe choosen from non-African:
abuntries ad well-as from African countries. - A diséusgion by fhe o -
Committee oi-‘this point would guide thé teams visiting mon=African

!

countries 4n thelr ‘consultationss - SRR R FEN CURR CE Nt DU NS
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Pinally, some guidance is also required as to the future lending
policy of the Bank. The Inter-Amerlcan Bank has what they call the
three window device — hard loans, soft loans and grants, while the
Intemational Bank for Reconstruction and Development has one window
for hard loans, but has lately established a window for soft loans
by creating the International Development Association (IDA). A dis-
cussion as to which of the two devices is best suited for the African
Development Bank will be most helpful. It is worth noting hers that
in the case of the Inter-American Development Bank the USA is the only
partner and the only one so far that is giving grants %o the Bank to
administer. The USA is represented on the Boards of Governors and

Directors.





