
 
 
 
 
 
 
 
 
 
 
 

Submission to Parliamentary Inquiries into the African Development Bank Bill 2013 

Introduction 
This submission is a joint submission by the Treasury and the Australian Agency for 
International Development (AusAID) to both the Joint Standing Committee on Foreign 
Affairs, Defence and Trade, and the Senate Standing Committee on Foreign Affairs, Defence 
and Trade concurrent Inquiries into the African Development Bank Bill 2013. 

This submission builds on the submissions made to the Joint Standing Committee on 
Treaties, which reviewed the international agreements related to Australia’s proposed 
membership of the African Development Bank Group (the Group), as detailed in its report 
[132] tabled on 13 March 2013. 

The Treasury and AusAID believe that the Group is an effective and efficient organisation 
whose development priorities fit well with Australia’s development and broader national 
interest strategy for the continent. The submission also notes that the Group has undergone 
a significant process of reform over the last decade and is considered a strong performer in 
several key international reviews. 

Overview of the Group 

The Government decided to pursue membership of the Group, which consists of the African 
Development Bank (AfDB) and its concessional lending arm, the African Development Fund 
(AfDF), as part of Australia’s commitment to be a long-term development partner with 
Africa, and following the recommendation of the 2011 Independent Review of Aid 
Effectiveness, the Government’s 2011 response to that Review – An Effective Aid Program 
for Australia, and the 2012 African Development Bank Assessment Report. 

The Group’s objective is to promote sustainable economic development and social progress 
in regional member countries by mobilising and allocating financial resources, and providing 
policy advice and technical assistance to support development efforts. The Group provides 
concessional and non-concessional loans, grants, and technical assistance to clients in 
regional member countries. 

At the 2013 Group Annual Meeting in Marrakech, Morocco, 27-31 May, Australia 
participated as an observer and submitted a Formal Declaration of Intent to join the Bank in 
2014-15, subject to passage of domestic legislation enabling Australia to become a Group 
member. Senior Bank office holders and member countries have welcomed Australia’s 
planned membership, which would make Australia the Bank’s 25th non-regional member 
country. The next step will be for the Group Governors to vote on Australian membership, 
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either at the next Group Annual Meeting in Kigali, Rwanda, in May 2014, or out of session. A 
unanimous vote would then trigger a 12 month window within which Australia must make 
its initial share payment, at which point it would become an official Group member. This 
timing is consistent with the Government’s 2013-14 budget announcement that Australia 
would seek to join the Group in 2014-15. 

Group membership will also require Australia to join a grouping of a subset of members, 
called a constituency, for representation on the Board of Directors. In the Group’s 
governance structure, the Board of Directors is responsible for overseeing the general 
operations of the Group. It is comprised of 20 Executive Directors who each represent a 
particular constituency of the Group’s member countries. There are thirteen regional 
constituencies and seven non-regional constituencies.  

Australia is the only major Organisation for Economic Co-operation and Development 
(OECD) donor, and one of only two developed Group of Twenty (G20) members (with 
Russia), that is not also a member of the Group. 

National interest statement 

The Group’s priorities are well aligned with the aid program’s strategic goals as set out in 
Australia’s Comprehensive Aid Policy Framework and also with Australia’s current approach 
to delivering aid in Africa. Membership of the Group will strongly complement Australia’s 
current engagement in Africa. Australia’s priorities for Africa include food security, natural 
resource management, water and sanitation, maternal and child health and human resource 
development1. The Group’s operational priorities of infrastructure, regional integration, 
private sector development, governance and accountability and skills and technology (as 
outlined in the Group’s Long Term Strategy 2013-2022) align closely with Australia’s 
priorities. Australia will have the opportunity to form lasting partnerships with the Group in 
areas of mutual interest, such as Mining for Development2. 

Membership of the Group would place Australia in a good position to participate in and 
influence Africa’s development as a continent through a respected and credible regional 
institution. Australia is well placed to develop a strategic, distinctive and productive 
partnership with the Group.  

The Australian Multilateral Assessment (AMA) concluded that “the Australian Government 
can have a reasonably high degree of confidence that increases in (Group) core funding will 
deliver tangible development benefits in line with Australia’s development objectives, and 
that the investment will represent good value for money.” Through the Group’s Annual 
Development Effectiveness Review the Group has demonstrated that it is a valuable 
contributor to Africa’s development and Australia’s own assessment supports this.  

The Group focuses on areas critical to Australia’s national interest. Other groups work in a 
similar or expanded space, for example, the World Bank or European Union (EU). However, 
Australia is already a member of the World Bank and Australia cannot join the EU. Simply 

                                                           
1 http://www.ausaid.gov.au/countries/sub-saharan-africa/Pages/default.aspx 
2 Mining for Development involves supporting developing countries to maximise the economic benefits from 
their extractives sector in a socially and environmentally sustainable way. 

http://www.ausaid.gov.au/countries/sub-saharan-africa/Pages/default.aspx
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increasing project level funding to the Bank will not advance Australia’s interests to the 
same extent as membership of the Group, nor would increasing levels of project funding be 
likely to help Australia’s reciprocal global agenda to the same degree, as these options 
would not provide Australia with any degree of representation or influence over policy and 
programming in Africa. Other potential partners, including civil society groups, cannot 
operate on the scale or in the range of areas that the Group works.  

Membership of the Group will also give Australia access to new networks in Africa, which 
can assist in pursuing Australia’s multilateral interests, including trade liberalisation, climate 
change, human rights and peace and security. It would also be consistent with Australia’s 
role as a developed G20 economy and OECD member, and reinforce Australia’s increased 
policy dialogue and practical cooperation in Africa.  

Further, Group membership will assist in creating business opportunities for Australian 
companies via procurement opportunities and infrastructure development. 

As a shareholder, Australia could contribute to the governance of the Group and, in 
partnership with like-minded members, continue to push for ongoing reforms and 
improvements in operational and development performance.  

Economic, trade and development benefits arising from Group membership 

The Group’s principal objective is to reduce poverty in Africa by spurring economic 
development. Between 2000 and 2010, six of the world’s 10 fastest growing economies 
were in Africa. Africa is the world’s fastest growing continent, with around a third of African 
countries growing by more than 6 per cent.  

Africa is expected to be one of the fastest growing regions in the world for 2013. The United 
Nations forecasts 4.5 per cent growth in 2013 (excluding Libya), the International Monetary 
Fund (IMF) suggests 5.3 per cent and the African Economic Outlook suggests 4.8 per cent. 
Africa is predicted to have four of the top ten fastest growing economies in 2013: Libya, 
Mozambique, Rwanda and Ghana. 

Standard Chartered forecasts that Africa’s economy will grow at 7 per cent annually over 
the next 20 years. The number of African countries with average annual incomes above 
US$1,000 will go from less than half to three-quarters. 

These positive forecasts are based on expectations of increased oil production, continued 
high commodity prices, urbanisation (which enhances productivity) and further demand 
from emerging economies (especially China and India). Internal demand will rise driven by 
urbanisation, “consumerisation” and population growth. 

The Group’s Long-Term Strategy 2013-2022 outlines an ambitious development agenda for 
the Group to continue to support economic growth in Africa. Its operational priorities for 
the coming decade include: infrastructure; regional integration; private sector development; 
governance and accountability; and skills and technology. The Strategy also notes that the 
Group will increase its focus on fragile states, agriculture and food security and gender 
equality. The Group also works to assist African governments improve the enabling 
environment for the private sector through “soft infrastructure”, like improved regulatory 
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and legal frameworks, financial sector and trade liberalisation, improved access to banking 
services and streamlined national competition policies. 

Being a member will enable Australia to influence policies and directions at Board level that 
support an improved business enabling environment and which spur economic growth 
across Africa. This directly supports the expansion of trade and investment.  

Membership would also give Australia access to important new trade networks in Africa and 
elsewhere, which would provide opportunities to better influence and be involved with 
development outcomes on the continent. 

Membership of the Group will also provide economic opportunities to Australian business. 
The Group provides significant financing to countries in Africa every year, which recipient 
countries, in turn, use to procure goods, works and services to implement projects. 
Although Australian firms and individuals are already permitted to offer goods works and 
services to AfDF projects, Group work is only open to members. Procurement to non-
regional members can have a “capital multiplier” effect in terms of influence. Being able to 
bid for Group work means Australian companies could be working in all 54 African 
countries, working alongside African Governments, business and local communities.  

Australian firms already have a substantial presence in Africa. The Department of Foreign 
Affairs and Trade estimates that there is well over $50 billion of current and prospective 
Australian investment in Africa, particularly in the resources sector. Bilateral merchandise 
trade with Africa has grown by around six per cent annually over the past decade, to some 
$9 billion. In recognition of growing business and commercial links, in 2012, the Australian 
Trade Commission appointed a new Trade Commissioner in Accra, Ghana, as part of its 
broader expansion in the growth areas of West Africa. 

Working through effective partners, including multilateral organisations, is central to the 
Australian aid program in Africa and extends its reach. With a relatively small number of 
staff located in only five of the 49 Sub-Saharan African countries, the program does not have 
an on-the-ground presence in most of the countries to which it provides aid. As a result, 
Australia delivers most of its bilateral and regional program in Africa though trusted 
partners. The Group would be an important partner for Australia, recognised for its strong 
African identity, its understanding of regional needs and its legitimacy among African 
governments. The Group is a powerful voice on the African continent and provides a unique 
platform for discussion of solutions to Africa’s issues. Membership of the Group will be a 
highly visible way of demonstrating Australia’s commitment to African development, and 
because of Africa’s growing weight in multilateral forums, will be crucial to Australia’s ability 
to advance its multilateral objectives. Partnership with the Group also supports Australia’s 
growing trade and investment interests in Africa. 

The Group wants to be recognised as a preferred development partner in Africa, providing 
high-impact and well-focused development assistance, aimed at spurring economic 
development and social progress. AusAID regards the Group to be an effective partner. The 
Australian aid program already partners with the Group on programs which contribute to 
strengthening national and regional infrastructure, and on key sectors such as food security 
and water and sanitation. All these sectors are critical for economic growth and poverty 
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reduction. The Group is also increasingly focused on providing more effective assistance to 
states transitioning out of conflict, which is a high priority for the Australian aid and is an 
area where AusAID has demonstrated experience and expertise, creating opportunities for 
effective and productive collaboration. 

Effectiveness of the Group 
This section of the submission analyses the progress of the Group with regard to 
development in Africa and the Group’s internal reform process.  

Development progress in Africa 

As noted above, the Group is considered an effective development partner. Annex 1, Table 
2 shows that the Group has made progress against every indicator except one with regard 
to the Group’s contribution to development in Africa3. Key development results across 
2010-2012 include: 

• 559,502 people with new electricity connections (275 per cent of the target number 
of connections); 

• 14,147 staff trained/recruited for road maintenance (102 per cent of the target 
number of staff trained); 

• 14,851,000 people with new or improved access to water and sanitation (103 per 
cent of the target number of people); 

• 656,406 newly enrolled students (106 per cent of target number of students 
enrolled); 

• 26,645,000 people with better access to health services (99 per cent of the target 
number of people); 

• 65,830 jobs created (131 per cent of target number of jobs); and 
• 2,313,018 people trained/recruited/using new technology (146 per cent of the target 

number of people). 

Internal reforms 

The Group’s Medium-Term Strategy 2008-12, commits the Group to some ambitious 
corporate and operational reforms, to ensure it remains an effective and efficient 
development institution.  

The Group has demonstrated effective governance across a broad range of development 
criteria, as noted in Annex 1, Tables 3 and 4. These results are being achieved through 
reforms across several key areas. 

  

                                                           
3 In its Annual Development Effectiveness Review, the Group considers progress as reaching at least 60 per 
cent of a target amount. 
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Cost Effectiveness 

First, the Group is improving the disbursement of resources, to ensure development 
assistance is reaching development partners more quickly. In December 2012, time from 
project approval to first disbursement was 13 months on average, from 21 months in 
December 2007.4 

Second, the Group is improving its operational efficiency through a program of business 
processes reform. Since 2008, the Group has significantly improved the speed and quality of 
its procurement processes, leading to a reduction of a third in the time required for bidding 
processes. The Group has also improved its project efficiency (the ratio of its administrative 
budget to total of disbursements). Total administration costs for the period 2008-2012 
represented 8 per cent of total disbursements.5 This compares favourably with other 
multilateral development banks (MDBs). 

Third, the Group is increasing its in-country presence and direct supervision over projects. 
Since 2011 the Group has pursued an accelerated decentralisation program to ensure Group 
operations are located more closely to Group clients. As at June 2013, the Group had 34 
field locations across Africa, with one third of Group positions based in field offices6. The 
Group has also strengthened the delegated authority of field staff to allow them to be more 
responsive to client needs. A greater field presence has allowed the Group to become more 
actively involved in donor coordination and policy dialogue with member countries. 

Fourth, the Group has strengthened its human resource policies and procedures to improve 
staff quality. The Group has improved financial and non-financial benefits available to staff, 
while introducing new career structures and management practices. The Group has also 
enhanced its recruitment processes, including placing a stronger focus on younger 
professionals and women. Staff vacancies have declined from 18 per cent at the end of 2007 
to 12 per cent at end 20127. 

Fiduciary and safeguard arrangements 

The Group has developed robust fraud and anti-corruption polices. The Group’s Integrity 
and Anti-Corruption Division (IACD), created in 2005, is tasked with combatting fraud and 
corruption. The IACD’s strategy places an emphasis on preventive, detective and 
investigative measures in combatting fraud and corruption. The Group is an active 
participant in MDB efforts to strengthen fraud an anti-corruption measures, including 
through alignment of procedures across MDBs. 

                                                           
4 African Development Bank, ADF-13: Institutional Effectiveness and Efficiency, Discussion Paper, ADF-13 
Second Replenishment Meeting, Tunisia, June 2013 
5 Ibid. 
6 African Development Bank, Annual Development Effectiveness Review 2013. As a comparison, the Asian 
Development Bank has 30 field locations across s 48 regional member countries, with one fifth of total 
positions in the field. 
7 African Development Bank, ADF-13: Institutional Effectiveness and Efficiency, Discussion Paper, ADF-13 
Second Replenishment Meeting, Tunisia, June 2013 
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Safeguard standards and measures are meant to ensure that finance agencies and their 
programs and investments “do no harm” to people and the environment.The Group is 
expected to finalise an Integrated Safeguards System (ISS) by the end of 2013. The ISS will 
draw on existing Group policies and introduces a set of new operational safeguards. These 
safeguards are a set of brief and focused policy statements that clearly set out the 
operational requirements with which Bank-financed operations must comply. The 
completion of this ISS will better harmonise the Group’s safeguards arrangements with 
other MDBs, including the World Bank and the Asian Development Bank (ADB). 

Results Focus 

The Group has been strengthening its focus on results to inform its strategic decision-
making. The Group established a Quality Assurance and Results Department in 2008 which 
has led to the introduction of new development results framework in 2011, new reporting 
tools at the organisation-wide level and new quality at entry processes. The Group has also 
significantly improved its portfolio quality by reducing projects at risk from 40 per cent in 
2008 to 19 per cent at the end of 20128. 

The Group has developed a new Results Measurement Framework (2013-2016) to align its 
results framework with priorities set out in its Long Term Strategy 2013-2022. The new 
Framework will capture the Group’s contribution to Africa’s development though four levels 
of questions: what development progress is Africa making?; how well is the Group 
contributing to development in Africa?; is the Group managing its operations effectively?; 
and is the Group, as an organisation, managing itself efficiently? 

External Reviews of the Group 

The effectiveness and efficiency of the Group has also been validated through various donor 
evaluations. Donors have also underlined their confidence in the Group through a 200 per 
cent General Capital Increase in 2010, taking its capital base to some US$100 billion; and a 
10.6 per cent increase in the AfDF’s most recent replenishment, AfDF-12 (2011-2013), with 
donors agreeing to additional resources of US$9.5 billion. 

Key findings of several Australian and international reviews are outlined below. 

Australian Government assessment of the Group 

In 2011, the Government agreed to seek membership of the Group, subject to a detailed 
assessment of the Group. This assessment was completed by AusAID in late 2011, in close 
consultation with other Australian Government agencies. It found that: 

• the Group works in areas that were critical to sustainable growth and poverty 
reduction in Africa (such as infrastructure and private sector development); 

• there is a strong congruence between the Group’s strategy, the Government’s aid 
objectives in Africa, and the Government’s strategic goals for the Australian aid 
program; 

                                                           
8 Ibid. 
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• the Group has received strong recent votes of shareholder confidence with the 200 
per cent general capital increase in 2010 and the 10.6 per cent increase in the AfDF’s 
most recent replenishment, AfDF-12 (2011-2013), with donors agreeing to additional 
resources of  
US$9.5 billion; 

• the Group is a trusted partner of African Governments, resulting in significant 
influence over Africa’s future; 

• increasing funding is helping the Group increase its portfolio size and improve the 
impact of its programs; and 

• pursuing membership of the Group is consistent with advancing Australia’s national 
interest by creating access to new networks of people and organisations, which may 
help in leveraging support for Australia’s multilateral interests, as well as an 
improved trade platform through the Group’s investments in infrastructure and 
private sector development. 

Australian Multilateral Assessment (AMA) 

The AMA found that Australia can have a reasonably high degree of confidence that 
increases in core funding to the Group will deliver tangible development benefits in line 
with Australia’s development objectives. In March 2012, the AMA, a five yearly assessment 
of Australia’s multilateral partners, rated the Group as “Strong” (3 out of 4) in five 
categories and “Satisfactory” (2 out for 4) in two categories. The AMA commended the 
Group’s alignment with Australian aid priorities, its strong strategic management and 
performance and its high level of transparency and accountability. 

United Kingdom’s Multilateral Aid Review (MAR) 

The MAR, released in February 2011, rated the Group across 10 variables, on a scale of 1 to 
4 [1 being very weak, 4 being strong]. The Group was rated ‘strong’ (4 out of 4) for its role in 
meeting the UK’s aid objectives, its focus on poor countries and its likelihood of positive 
change. The MAR also noted the Group’s progress against an ambitious corporate reform 
agenda (the Medium Term Strategy 2008-2012), with more reforms planned over coming 
years. But the Group was rated ‘weak’ (2 out of 4) in its attention to cross-cutting issues 
(fragile states, gender equality and climate change and environmental sustainability). The 
UK is expected to review the AfDB again in 2013.  

Multilateral Organisation Performance Assessment Network (MOPAN) 

MOPAN is a group of donor countries that assesses the effectiveness of multilateral 
development organisations. MOPAN evaluated the Group in December 2012, using 19 key 
performance indicators, on a scale of 1 to 6 [anything below 3.5 being inadequate and 
anything above 4.5 being strong]. The survey focused on strategic management, operational 
management, relationship management and knowledge management. The Group rated 
highly with regard to its clear mandate and commitment to transparency, its commitment 
to reforming its human resource management, the independence of its evaluations and its 
updated reporting practices (such as its publishing of Annual Development Effectiveness 
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Reviews). MOPAN noted that there was room for improvement in several areas, however, 
including linking disbursements to results achieved, tracking implementation of evaluation 
recommendations, improving the efficiency of administrative procedures and its use of 
country systems.  

The Group has made some progress in these areas  over the last year, with the development 
of its Results Measurement Framework (2013-16), the creation of a new evaluation website 
providing ready access to lessons, ratings and recommendations and, as part of its  
Long-Term Strategy 2013-2022, a focus on efficiencies and better use of in-country systems. 

How Australia will engage with the Group 

The Group has similar governance structures to other MDBs. The Group is governed by a 
Board of Governors, with each Group member appointing a governor, usually a country’s 
Treasurer or Finance Minister. The Board of Governors meet annually to review the 
implementation of past policy decisions and to deliberate on new policy issues initiated by 
them or by the institution’s management. Governors decide on the admission of new 
members, increases in the AfDB ’s capital base, amendments to the institution’s Articles of 
Agreement and the election of the Group’s President.  

At the corporate level, the Group comprises a senior management team responsible for day 
to day management consistent with the Group’s Articles of Agreement and approved policy 
priorities. The current President of the Group is Mr Donald Kaberuka who was elected to his 
first five year term in 2005 and began his second term in 2010. The Group’s senior 
management team works closely with a Board of Directors, as discussed on page 2.  

Australia will engage with the Group through multiple channels. At the governance level, 
Australia will participate at the Board of Governors meetings through its Governor. At the 
corporate level, Australia will undertake regular consultations at senior management level 
to influence policies including corporate governance policies. Australia will also seek to 
obtain suitable representation in a non-regional constituency, and seek to provide an 
executive director. 

Australia’s membership arrangements for the Group would include the Treasurer being 
Australia’s Governor to the AfDB. Treasury would manage Australia’s shareholding at the 
AfDB and focus on issues of overall governance. AusAID would cover the AfDF, including by 
leading on relevant negotiations as AfDF Deputy, and administer contributions to the AfDF. 

Financial and Human Resource Implications arising from the Bill 

Becoming a member of the Group has implications for Australian Government financial and 
human resources. 

Joining costs 

The 2013-14 Budget included a measure, Official development assistance — Australian 
Membership of the African Development Bank Group, which provided $249.1million over 
three years for initial membership payments.  This funding consists of $88.2 million spread 
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over three years, 2014-15 to 2016-17, for the purchase of paid-up shares in the Group, and 
$160.9 million scheduled for 2014-15 and 2016-17 as an initial subscription to the AfDF. 

Australia's contribution to the AfDF contains both an investment (approximately 70 per 
cent) and a grant component (approximately 30 per cent), with the investment component 
having no impact on the underlying cash balance. 

Ongoing costs 

Subscribing to the AfDF – as the Group’s concessional lending arm – also involves regular 
replenishments by donor countries beyond the initial subscription.  Upon becoming a 
member, Australia would be expected to contribute to AfDF replenishments from 2014-15  
(known as AfDF-13). The size of these contributions will be determined during each 
respective pledging round, and will be based on the Government’s assessment of the 
Group’s development effectiveness and its alignment with Australia’s national interests and 
development priorities. 

Australia may also be expected to contribute to future general capital increases to the 
Group, but participation would be voluntary. 

Contingent liability 

There will also be a contingent liability of approximately $1.4 billion, at current forecast 
exchange rates, representing the callable capital of Australia’s expected shareholding.  This 
will be reported in the Statement of Risks in the Budget, consistent with the treatment of 
similar arrangements at the World Bank and the ADB. Callable capital is a standard feature 
of MDB membership and is only called on if the bank would otherwise default. No MDB has 
ever called on this capital, and Treasury assesses the risk is low that the Group would ever 
do so. Calls are unprecedented, but if a default were to occur, all the Group’s shareholders 
would be called on to contribute additional capital in proportion to their shareholding (in 
Australia’s case, 1.47 per cent) in order to resolve the default. 

Departmental funding 

The 2012-13 Budget included a measure Official development assistance — African 
Development Bank Group Membership, which provided $9.3 million over four years to 
Treasury ($1.2 million) and AusAID ($8.1million). These resources enable Treasury and 
AusAID to complete the legislative and treaty processes as well as constituency negotiations 
required to join the Group. The resources also provide for Australia’s ongoing policy and 
program engagement with the Group, including support for the Group’s ongoing 
operational reform and improved project performance. Australia’s diplomatic network, 
including our embassies in Africa, will also contribute to these efforts. 
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Annex 1: Group Annual Development Effectiveness Review 2013 - selected tables 
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