P LIR3 S
UNITED NATIONS ==
CONOMIC e A
| N D EéCN'M/g%};/El
16 Jul
SOCIAL COUNCIL S=<#

ECONOMIC COMMISSION FCOR AFRICA
Preparatory Mesting t Conferonce of
Finance Ministers o. the Establishment
of an Africen Development Bank
Krhartoum,16-27 July 1963

REPORT OF THE COMMISSION ON
CAPITAL SUBSCRIPTIOHNS AND OTHIR
TECHNICAL MATTERS

KHAR-63-81

N



L/CN.14/FLAB/21

SPATEMNINT BY THE CHAIREAN

The Chairman of the Commission on Capital Subscripitions and other
Technical Mattors proscenvs herewith the Report of the Commission to the
Preparatory Mueting for its approval and wrescatation to the Conference

of Finance Ministers,

Ag indicated in tho Report of the Commissicn, the rocomméndations
of the Commitiee of Nine were supported by it. It agreed on the use of
economic capascity as the critorion for the allo cation oi country
subscriptions. The Commission unaninuusly sclected the integrated
formula bascd on currcent priccs included in Table 12, Column 4 of the

Tote by the Hxcoutive Secretary (Document E/CH,14/FMAB/11) as a
pbreferable alternative for detcermination of capital subscripticns. It
also unanimously agrecd with the recommendations of the Comnnittue of
Nine on the amount of authorizaed capital subacripticns and their
division into an squal number of paii~up and caliable shares. The
Commission agrecd with the recomuendations of the Committce of Ninu
that, in order to avold extromc iliibrencco botween member subseriptions,
there should be miniwun Jnd maximum limits cquivalent, respuctlvely, t
1 million and 30 million units of zccount. On the allocation of voting
rower the Commiszsion agreed'that 1% should be basud upen the princicles

of equality and'proportionality.

Furthernore, the Report includus certain recommendations regarding
the specific problems of & few Member Countrics which in the view of
the Commisgion deserve spocial atiention by thc Preparatory Meeting

and the Confercnce of Finance Ministore.

- T should like tc tha.. +ho nembers of the Commission, the
Representatives who participated in its work, the staff of the
Seervtariat, tho interpreters and translators for their co-operation
and assistance throughout its work. bt wee, indced, a great pleasurc
to work in such -z harmcnious atnosphere,

.
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Report of the Gonmission oh'Géﬁital Subseriptions
and othar Toehnical Matters

1. The Gommission on Capital Subseriptions and Othor Tuehnical
Mattors completed its work in threo succossive sessions held on 18, 19
and 20 July 1963.  Tho Uommission was composcd as follows and ropraschte

atives of many othor Membor CGountirss also participatod in its Aclibora-

tions.
Ghairmant . Mr Olufomi Akinrcele of Nigeria
Vieco=Chairmans Nr. Cnan F8lix Mathos of Guinoca
Mombers: roproscntatives of Chad, Liboria, Maurctania,

Mauritius, Somalia, UAR, Uganda and Zanzibar.
The reproesentativse of Upper Volta was not
progant.

Mosers. H.W. Singor and N.D. Ganjeoi servod as Socretarics and Mr.

Bl ¥mary as Uonsultant to the Giommission.

A, Basos for allocation of Uapital Subscriptions and adoption of
oritoria for measuroment of sconomic capacity of Membsr Countriss
~ (Articlos 6, 65 and Annox 4 to the Dr.ft - .rosunt - Docwient
8/GN.14/FMAB/4/A43.1)

2 Tho Conmission discussod in considerablc Jotail the criforia on tho
basis of winieh capital subseriptions of tho Bank should be al;ocated'among
Member Countriocs., Thurus was gonoral agrcencnt on tho principle of cco-
nomic capacity rccommended by the Conmittcu of Ninc as thoe criteria for
alleoeation of capital subscriptions. A numbor of roprosuntatives raised
qusstions on tho mothods adoptod in the Note by tho Exocutive Seerotary
(Doc. B/GN.14/FMAB/11) for tho dotermination of cconomic capacity and alse
indicatsd somo doubts as to tho roliability of some of its gtatistics,.

The Commission agrocd that the detormination of rolative economic capa—
city and formulation of tho bases for capital allocation did not lend
i1tgelf to scicntific preeision, particularly taking into account tho
widely varying oconomic strueiurc of African countrics, the inadequacy of

statistical data and the lack of up-to-dage information. Tho menbors
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who had Participated in the work of the Committce of Nine (whose
report (E/CN.14/FMAB/1 ) ¥as ai the disposal of the Commission) and the
Secrutariat, %00, indiceted that in the course of their work they had

examined many alternstive formulae; those included in the document

‘before the Commission reprssonted g fairly satisfactory selection of the

most applicable anad relevant formulae for the purpose. It was spscific-
ally emphasizod that spplication of the varicus formuilae and assignment
of varying weilghts to different economic fzctors 4id not result in a
gt tonl of vemdstidn in ihe allocationy +hiz waon Theught to be
indicative of some Ioasurs of relisbility in the computation made asnd

the bages of relative economio capaelty arrived at,

3. The Commission discussed the relative merits of the alternative
formulae and agresd thet classification of countries according to

different groups and categorics was the loagt desirable formula.

A nunber of Tepresentatives comsiderod the possibility of applying the

UN assessment scale but thought the lower limit should be considerubly
reduced as it would impose an excessive burden on the sinall countriea,

The discussion which followed showed clearly that since a largs number

¢f African countries full into the minimum cutegeory under the UN asgessment
formula, determinatiocn of their relative position woulg Tequire the use

of some criteria and the result would not differ materially from the
alternative formlae shown in the Note. Some members also pointed out

that the adoption of the UN assessment scale would obviously tend to

favour the larger countries which, however, did not pross for its selection.
The Commisgion evalﬁated the distribution of capital subscriptions according
to the integrated.formula bresented in document E/CN.14/FMAB/11 and found
the resulting alloocation of subscriptions emong the Member Countries in
conformity with the relutive ceonomic Capacity of members as far as it
could be ascortained in the light of evailable data. The Commission thusg
reconmended the adoption of the capital allocations shown in the Annex

to this Report which are primarily besod on the integrated formuls - at

surrent prices -~ included ‘in the Note by the Exsoutive Secretary,
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4. The Commission also unaninously agqeed #ith the recommendation of
the Committee cf Hine that in order to avoid exsremne différances Between
. members' subscriptions there should be minimum end maximum limits .
equivalenf, respectively, to 1 mitlion and 30 million ﬁnits of account.
Bepresentatives qf the smaller countrics stressed, however; fhat this
lower limit would s$ill reﬁresant a.heavy purden for them and that
acceptance of the lower limit would reflect a great measure of sac:ifioe

on their part in the causeé of african solidarity.

5. The Commission considersd the special position of Kenya whose date
of independence was recently anncunced. However, the Commission decided
that in view of technical difficulties of rearranging the data, it was
not possible at this late stage to conour fully with Kenya's proposai.
At the samc time the Commission recommended that guitable arrangements

be made ag soon ag possible for determination of Kenya's contribution.

B. Authorized Cepital znd Payment of Subgcriptions
(articles 5, 7 und 65 of the Draft fgreement — Doc. E/GN.14/FMAB/4/Add.1)

6. The Commission unanimously supported the recommendations of the
Committee of Nine on the authorissd capital, ae gpecified in Article 5
of the Draft Agreement. The Commission felt that the authorized capital
of 200 miliion units of account {equivalent %o US dollars) would be
inadeguate having regard to the growing needs for development funds in
Africa, but expressed the hope thet the financial resources of the Bank
would be substantially increased in the course of its operation. The
Repreéentatives also indicated their agreement with the division of the
authorized capital into an equal number of paid-up shares and cpllable

sharos.

Te Ag to the payment of subscriptions and the achedule of instalments,
the small countries exprossed the same concern regarding the aize of early
instalments as they bad ahown with respect to the allocated amount of

their .share subscriptions. The Representative  of Congo (Leopoldville)
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drew the attention of Hhe Comniigsion to the pressnt economic difficultics

of his country ond proposad wpeciel treatment whersby instalments would be
peid in lower amounts in sarly years and be disiributed over a pericd of
ten instead of Tive yeuras, os envisaged in tho Article 7 of the Draft
Lgrosment.,  The Gommizsion syupathetically =xamined thig rroposal but
decided that it wes inadvisablo to rrovide for exceptions in the toxt of
the Agreocment. It assursd the Revregsentative of Conga (Lcopoldville),

however, that in view of ilLs special situction of his country it would

&

bring the matter o the attontion of the Pleaary Meoling recomuonding thet
& Tresolution on the subjeot should be placed borors the Conference of

Finance Ministers,

Ca Allogcation of Voting Power
(4rticle 35 of the Draft Agreoment - Doo, E/CH.14/FMAR/4/8dd.1)

8. The Commissicn felt that sinec it hed scuepted the privciple thet
initicl mubscriptions of mspbers showld very accor&ing to their economic
capacity, it agrecd that a formuls aliocating voting power to members
strictly in proportion o thoir subscriptions, for instance orié share -
one vote, would conflict with the principles underlying African solidarity.
The Commission also tgreed that the allocation of voting pover to members
strictly on equal terms would not coerrevpond te the true nature of tho
venture. It woeg realized that in o Tinanecial organization of this naturc
there should be gome differsnces betwesn the voting power assigned to
large contributors as compured with small subseribers, the aim, of course,
being that no single country or groups of countricz should be able o
exirclss undus influence on the policy orgons of the Bank. The Commissicn
adopted the recommendziicn of the Committes of Nine which secks to
reconcile the principles of squality wnd propertionality of voting power,
a8 specificd in Article 35 of the Drafi Agrevment. A table showed that
the voting power of the lzrge contributors waes conaiderably lower in
proportion tc their capital subscriptions asn compured with the small

contributors. The dats arc roproduced in the Annex to this roport.
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D. Mattors rofsrroed to thoe Commission by tho Plonary

9. The Qommission also considoreid various mattors spoecifically rofcrroed
tc it by tho Flonary Moeting, particularly anondmsnts proposed to Articlas
6 and T of tho Draft Agzrosnont, The discussions rosultod in & rccommand-
ation by the (oumissiorn that the priﬁciplus proposed by the Committee of
Nine should bu maintaincd. The Comnission also comnsidored a proposal by
the Govornmont of Gawbiz that the minimum of onc million units of account
for initial subscriptions siwuld apply te initial membors only, not to
Stetos which will bocome =zligible for memborship on tho attainmont of
indepondence, Guoneral sympéthy wag expressod with the position of such
gountriss as Gambia and othors in similar circumstances, but tho Con-
mission did net fucl it should recommend an cxomption from tho minimum

in tho Agrocmont., Any gpeeial ecircumstancos applying to new Moember
Countri.s would no doubt bu considerad by the Board of Goveraors at the

appropriato'timu.
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Report of the Commission on Cazpitzl Subscriptions and Other Technical Matters
¢ Annex
Becommended Cupital Subseriptions and Voting Power
Ho sountry  Pixed Votus Subscriptions and Related Vote. Total Votas Toral Votes
(ixt.35 of 1/ per_country cf each
Droft agr.) CSountry Subser.” Ho. of Votes (Eixed vetbes country
Primarily based 1 vote per +ohure votes) ag_percendasi
on indegrotoed shTe ol par of all votes
Tormala -curront valus of
rricss -~ Tuble 10,000 units
12 Doc B/CH.14/ - art.5 of
PHLE /11 {3n Iraft sgr.
milln. units)
of account,
R A R e ' L 453 24003 3,000 7.70
2. Dwruodi 525 1.04 104 Ve 1.62
3. Cameroun 625 3,97 397 1,022 2.56
4o Conitr.A.R. . 62% 1.05 105 730 1.82
5. Chad 525 1,56 156 781 1.95
6. Congo B. 625 1.46 146 Tl 1.93
.rt Congu L. 62.5 l3.04 1’304 1,929 4!82
8« Dzhomey 625 l.42 142 757 1l.92
9. HEthiopisa 625 533 633 1,258 3.15
10. Gabon 625 1.33 133 758 1.90
1L, Chanc 625 12.80 1,280 1,905 4476
12. Guinea 625 2.54 254 879 2.2
13. Ivery Coxst £25 6.04 504 1,229 3.07
l4e TdBbaria A25 2.55 255 880 2.20
15. ILibya 625 1.87 187 812 2.03
16, Madagoscar 25 5.1 521 1,14 2.87
17. Mali £25 2.28 228 853 2413
18, ‘Mauritaniz 625 1.05 105 730 1.82
19. Hcorocec 625 15.12 1,512 2,137 5.34
2%, Tiger AT 1.55 155 180 1.95
2l. Nigoria 625 24.10 25410 3,035 7459
22. Rwanda 625 1.24 124 749 1.87
23+ Sencgal €25 5.48 544 1,173 2493
24. Sierra L, €25 2.09 209 834 2.08
2he  Bomelia 625 1,02 102 727 1.82
26+ Budan 625 10,11 1,011 1,636 4.09
2T« Tanganyika 625 5434 534 1,159 2.90
28. Togo 625 1.02 102 727 1.82
2%. Tunisia 625 £.90 630 1,315 3e29
30. Uganda 625 4.64 464 1,089 2.72
31. UAR (Egypt) 625 30,00 3,000 3.625 9.06
32. Upper Volts 625 1.32 132 757 1.89
Total 20,000 200,00 20,000 40,000 100.00

l/ Discrzpancies added cgually to largest contributors.
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