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With the ADF V period scheduled to conclude at the end of 1990, a meeting of
representatives of ADF donor countries was held on 1 and 3 May 1990 in New Delhi at the
time of the 23rd Annual Meeting to consider the ADF resource position and the timeframe
for a further ADF replenishment (ADF VI). Meetings on the replenishment were also held
on 27 September 1990 in Washington, D.C., on 16-17 January 1991 in Tokyo, on 22-23 April
1991 in Vancouver, on 26-28 June 1991 in Stockholm, on 10-11 September 1991 in Istanbul,
and on 9-10 December 1991 in London. Documents on the various issues discussed were
circulated to donors in advance of the meetings. A list of such documents is given in
Attachment 1.

3. The replenishment negotiations have now been completed. Donors have
recommended a replenishment of $4.2 billion (SDR2.969 billion), which is intended to provide
resources for the Bank's concessional lending operations during the four-year period
1992-1995, including a further replenishment of the TASF amounting to $140 million
(SDR98.973 million). This report provides details of the donors' understandings on the
Bank's ADF lending operations during the ADF VI period, the allocation of ADF resources,
the agreed burden-sharing among donors, and the recommended terms and conditions of the
replenishment. Donors noted that while these understandings relate primarily to ADF
operations, they also involve issues which should apply, where relevant, to ordinary capital
resources (OCR) operations of the Bank.

Economic Develogments

4. Donors reviewed developments in the world e£Onomy during the late 1980s (roughly,
the period of the fourth replenishment of the ADF). and assessed their implications for the
growth prospects of developing member countries (DMCs) of the Bank in the current decade.
Donors agreed that. during this period, the external e£Onomic environment had been
characterized by moderate growth in industrial countries, periodic weaknesses in the
international fmancial system, and depressed (in real terms) commodity prices. More recently,
growth in industrial countries had weakened but was for~t to recover in 1992. While
resolution of the Gulf contlict and the stabilization of oil prices gave cause for cautious
optimism, the outlook for many ADF-borrowing DMCs remained uncertain. These DMCs
- among the poorest countries in the world - faced formidable development challenges.
Overall, the Asian economies had pedormed well over the last five years. despite the
difficulties and the existence of significant variations among DMCs. The Bank. through
concessionallending from ADF resources, was assisting them in their efforts to meet the needs
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The Bank's R~nse

S. Donors expressed appreciation for the manner in which the Bank's ADF operations
had evolved in response to the changing needs of DMCs. For the future, they considered that
the following areas would merit stronger focus in such operations:

0 poverty reduction. While noting that ~nomic growth had contributed
substantially to poverty reduction in Asia, donors urged that high priority be
given to addressing poverty and social sector issues throughout the Bank's
operations, predicated on demonstrated commitment of the recipient DMCs
themselves to design and implement comprehensive strategies and programs for
poverty reduction.

0 economic growth-oriented policies. Donors stressed that the Bank's policy
dialogue with DMCs should emphasize growth-oriented policies, be strengthened
so that the Bank could offer even more effective leadership, and widely infuse
the Bank's ~nomic and sector analysis, technical assistance, and lending
operations.

0 environmental improvement. Donors welcomed the initiatives already taken in
this field, and urged the Bank to integrate fully environmental activities into its
overall operations.

0 role of women in development. Donors urged the Bank to pay greater attention
to the effects of its projects on women and the need to enhance the possibilities
for women to contribute to and benefit from economic development.

0 population issues. Donors urged the Bank to increase assistance for activities
designed to address population problems.

Performance in the above aspects should be given greater weight in lending allocations.

Pov~ Reduction

6. Donors noted that for many amongst them the desire to reduce the incidence of
poverty and equitably distribute the benefits of economic growth were the main reasons why
they were willing to provide money for the replenishment of ADF resources. To maintain and
increase the ability of these donors to oontribute to ADF, the Bank should be seen to do all
it can to help reduce poverty in its DMCs. In this oontext, donors noted that there were over
two billion people in low-income DMCs and that more than SOO million lived in .a~lute
pov~. Although economic growth has made an essential contribution to poverty reduction
in the region, it was stressed that growth, although necessary, was not a suffICient condition
for improving the living conditions of all the poor.
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The Bank should therefore give greater weight to poverty concerns all its
through projects that are directly aimed at poverty reduction and, in particular,-

poverty concerns into traditional projects. To S\L~~~ such efforts
implementation by DMC governments concerned, of national

for poverty reduction. Donors therefore encouraged the Bank, in its
governments, to promote appropriate for poverty reduction,

measuring commitment and implementing such strategies,
from the adverse

through adjustment
lending.

8. Donors underscored the need for the Bank to develop further a. systematic
conceptual approach to poverty reduction and to social issues generally. The emphasis shouW
be on income generation and employment creation for the poor, combined with increased
attention to investments in human capital, especially education and health, and increased and
sustainable access for the poor to such social services. Increasingly, the loan beneficiaries
should be involved in the design, implementation and evaluation of projects intended to
benefit them. Lending for social infrastructure -- especially primary health care, family
planning. preventive public health measures (such as access to clean water and sanitation).
elementary education. and vocational training -- would also have a direct impact on the living
standards and income-earning potential of the poor.

7.
operations,
through integrating
presupposed
strategies and
dialogue with
develop criteria for
and foster more effective implementation
impact of the adjustment process or
should also receive attention in such

9. Where necessary, program loans should be used to support policy adjustments that
assist the poor to contribute to and benefit from economic growth. The precise mix of
modalities would vary from DMC to DMC but addressing poverty reduction prominently in
the Bank's operational strategies for individual DMCs should help to determine the most
effective combination in each case. Although lending allocations depended on country strategy
and programming considerations, donors wished to see a significant increase in the Bank's
social sector investments, a stronger focus on poverty aspects in conventional projects, as well
as direct poverty reduction projects. Donors agreed, however, that the Bank should ensure
that poverty reduction efforts and social sector lending should be designed to maximjze
sustainability of the investment. To this end, the Bank should maintain current operational
standards in such loans. These standards would not nonnally pennit direct income transfer
or relief-type programs. Donors noted that the 8Guidelines for Social Analysis of
Development Projects8 which had recently been issued were intended to provide the Bank with
an important new tool for focusing on social aspects of projects.

Policy DialoiYe

10. (a) Donors highlighted the importance of the Bank's efforts to support policy
reforms in DMCs that would improve the environment for sustainable economic and social
development. Sound and effective policy dialogue should continue to playa critical role in this
process. Donors urged the Bank to take steps to strengthen its role in this area in analyzing
policies and where reforms are needed, in advocating the necessary policy changes. Policy
dialogue should encompass economic as well as social sector investment aimed at poverty
reduction, WID and similar cross-cutting issues, in line with the Bank's operational strategies
for individual DMCs.

(b) All borrowers should have a satisfactory medium-tenn macro-economic
framework designed to promote stable conditions necessary for growth. Where such a
framework is not in place, the borrowing countries should develop and implement an
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acceptable framework either alone or as appropriate with assistance of the Bretton Woods
institutions. The Bank's program lending should support sectoral policy reforms and
institution-building which are consistent with a sustainable macro-economic framework. It
should focus on sectors and projects where the Bank is operational, although it could also
consider other policies which might affect the achievement of the Bank's overall policy
objectives. Donors also requested that the Board develop appropriate procedures for regular
review and approval by the Board of releases of program loan tranches. When program loan
covenants are not met as scheduled, the Bank should work with its borrowers to meet such
conditions as rapidly as possible; but if such a resolution is not possible, donors
that the Board review the desirability of future lending in that sector.

programming
future

(c) Country discussions offer important opportunities to focus early
on policy issues relevant to Bank activities in the DMC concerned, and the Bank should
enter into a dialogue with borrowers to ensure that sector policies will support project
activities. H the Bank cannot ensure that sector policies will not adversely affect the
achievement of project objectives, then it should refrain from making the investment until the
policy context is supportive. In cases where domestic support for policy adjustment was not
adequate, the Bank should help strengthen sector institutions, largely with technical assistance,
which should prepare the ground for subsequent improvements in policies.

11. Donors believe that DMC governments must be committed to the policy changes
agreed upon. Reform packages nccdcd to bc rcalistic and capablc of i£-nplementation and to
justify fully the assistance provided. The Bank should also strive for consistency with
adjustment programs and macroeconomic arrangements negotiated between the DMC and the
Bretton Woods institutions. Donors therefore agreed that the Bank should strengthen its
procedures and broaden the scope and frequency of its consultations and coordination at the
operational level with the Bretton Woods institutions, both in the field and at headquarters.
In particular, Bank staff should discuss with World Bank and other major donors their
respective country programs, as well as the planning and implementation of individual loans.
Donors also believe that the Bank should formulate procedures to ensure that constructive
feedback from other development agencies is incorporated into its appraisals. Donors also
agreed that reciprocal coordination efforts should be pursued by other institutions. This
process of consultation should assist in deepening the Bank's understanding of a borrowers'
economy and in avoiding inconsistencies in policy and programming advice.

12. Donors considered that the Bank's strength lay in project financing, which should
remain the primary focus of the Bank's operations. To contribute directly to an effective
policy environment for projects, the Bank should continue to support policy reform in DMCs.
At present, program lending is restricted to a ceiling of 15 per cent of overall Bank lending
based on a three-year average. Donors expressed concern, however, that a much higher
percentage of program loans had been financed from ADF resources than from ordinary
capital resources (OCR). They therefore concluded that, in addition to the existing ceiling,
it would be desirable to place a limitation on the extent of program lending from ADF
resources. Donors agreed that this sub-ceiling would be 22.5 per cent of ADF lending, based
on a three-year average. Efforts to upgrade further the quality and content of program loans
needed to be made on a continuing basis, and donors expressed confidence that significant
improvements would result from the policy and program changes to which they had agreed.
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Pogulation and Women in Develogment

13. Donors
priority
building.

the close linkages between poverty reduction activities and other
cross-cutting concerns, such as the role of women in development, institution

and of the environment. The Bank would therefore need to take a
coordinated approach, at both project and sector level. Two issues of particular relevance in
this context were population, and women in development (WID). In many ADF-borrowing
DMCs, especially those in South Asia, population increases eroded the gains of economic
growth and made it more difficult to eliminate poverty. The Bank had not, up to now,
provided much assistance for population activities. Donors felt that such assistance should be
expanded. Priority areas for Bank support should include family planning and matemal-child
health (MCH) programs, intonnation-education-communication (IEC), research in

demographic analysis, and training.
care

14. (a) Improving the status of women, long
and ensuring equitable access to resources such as
essential, if women are to realize their full potential and
economic development. Recognizing the importance of
donors urged the Bank to take steps to ensure that
systematically in all Bank programs and projects. The
requir~d clear commitment \)y Management and senior
of Bank activities.

(b) It is important to secure additional staff and budgetary resources for Women
in Development and estab&h mechanisms to deal with such activities comparable to those
which deal with other cross-cutting issues. Donors noted the Bank's intention to estab&h a
specialized unit to address WID issues, together with other related issues, and to provide
adequate staffing for such issues. The Bank's commitment to women's issues should also be
reflected in the gender composition of its staff, particularly at more senior levels. Further
efforts should be made to recruit qualified female professional staff at all levels and in all
areas of Bank operations.

(c) The Bank should therefore move immediately to implement its WID activities
more fully. In doing so, the Bank should give full consideration to WID aspects at every stage
of the programming and project cycles and ensure that women were targeted much more
effectively in its operations, both as contributors and beneficiaries.

(d) In this respect, donors urged the Bank to prepare a strategic Pian of Action
which would guide the Bank in the implementation of its policy on Women in Development.
Such a plan should include recommendations on integrating WID issues into the planning and
implementation of programs and projects; the allocation of appropriate resources, including
staff resources; training of professional and senior level staff.

-

Orpnizational Arran2ements

15. Donors stressed that, to be fully effective, the Bank's assistance for poverty
reduction would require suitable organizational arrangements. These should ensure proper
coordination of interlinked activities and maximum achievement of their objectives. The Bank
should upgrade its capability for the preparation of poverty reduction projects through various
types of sustainable country specific programs, for integrating poverty reduction efforts into
conventional projects, and for economic evaluation of social issues. Staffing strength will need

. s .
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16. Donors expressed appreciation for the Bank's initiativ~ in a.,~iAting DMCs to
integrate environmental considerations in their development processes at project, national and
regional levels. Broadly, these efforts had focused on assessing the impact of projects on the
environment; financing of environment projects; and institution building in DMCs.

17. Donors noted with satisfaction the Bank's current efforts to undertake
comprehensive environmental assessment of all projects. Progressively, the traditional
environmental impact assessment (EIA) process was being widened to include other
considerations such as environmental risk assessment, social analysis and biodiversity impact
evaluation. Environmental guidelines for projects in selected subsectors in the infrastructure,
agriculture, industry and energy sectors, as well as guidelines for environmental risk assessment
and social analysis of Bank projects, had been prepared for use by Bank staff. The Bank's
environment project cycle and the system for environmental review and monitoring of projects
were also commended. In this context, donors emphasized the importance of participation by
affected groups and local non-governmental organizations (NGOs) in the EIA process. They
urged that, for all projects having a significant impact on the environment, copies of EIAs, or
comprehensive summaries of them, be released to such participating groups and relevant local
NGOs and that copies of the EIAs be made available to the Board of Directors well in
advance (at least 120 days) of the Board's consideration of such projects.

18. Donors urged the Bank to increase environmental lending and endorsed the Bank's
intention to promote such lending initially in six priority areas: (i) pollution control in the
industry and power sectors; (ii) environmental improvement in the urban areas; (ill)
environmentally sound tropical forest management and conservation of biological diversity;
(iv) interlinked poverty reduction and environmental improvement; (v) agriculture and (vi)
institution building and human resource development. Since environmental lending was an
emerging activity of the Bank. and considering that the OffICe of the Environment had
essentially an advisory function. special efforts will be needed to ensure maximum
effectiveness.

19. Donors noted the Bank's increased support for institution building in DMCs, mainly
through technical assistance activities. The Bank should continue to strengthen the capability
of borrowers, from both public and private sectors, on EIA and other aspects of environmental
planning and management. Alongside such activities, the Bank should continue to conduct
policy dialogue, and integrate environmental considerations in country strategy and country
programming exercises. To this end, the starting point of environment sector work should be
an Environment Strategy Report for each DMC which, to the extent that appropriate
documents were not available, should cover each country's main environmental and natural
resources problems; institutional arrangements; environmental strategy, policy, and legislation;
major government, NGO and donor effort to implement these policies; and the principal gaps
and program needs. This comprehensive country paper should then be incorporated into the
Bank's operational strategy and program for the DMC concerned.
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20. Donors urged the Bank to expand
protection of tropical forest resources. In
given to (i) the conservation of forest areas
(ii) improving agricultural and land use policies of
strategies in the DMCs, in harmony with sound forest
should continue to promote the implementation
Forestry Action Plan and assist DMCs in fonnulating
sustainable use of forest resources.

21. Donors noted that the Bank had initiated efforts to integrate global environmental
concerns in relevant aspects of the Bank's own operations. The Bank should continue to
support international efforts to address global environmental issues by providing technical
assistance for assessing the impact of global warming. sea level rise and ozone layer depletion,
and by promoting awareness in DMCs. The Bank should also consider cooperation with the
Global Environment Facility and the Ozone Fund under the Montreal Protocol.

importance of efficiency and conservation in the energy
Investments in energy efficiency and conservation were often more cost-effective than

ting However, in addition to measures for the promotion of
give attention to encouraging end-use efficiency.

should be based on integrated least-cost alternatives
environmental aspects and to developing indigenous energy

22. Donors also stressed the
sector.
those in new capacity.
supply-side . the Bank should
Assistance to DMCs for energy projects
and should give greater weight to
sources. especially renewable ones.

23. Donors also emphasized that progress on environmental refonn issues would require
significant strengthening of the environmental expertise available in the Bank's permanent
staff. They welcomed the steady increase in recruitment of such experts in recent years and
asked the Bank to accelerate such efforts in the future. Donors recommended that budget
allocations of the Bank reflect this objective.

O~rational Policies'.~',""

24. Donors welcomed the many measures that the Bank had undertaken to improve its
operations. They recognized, however, that there was scope for further improvement and
asked the Bank to undertake a thorough examination of its procedures for preparation,
implementation and supervision of projects. Donors recommended that such a review focus
especially on the post evaluation process and how its results could be better integrated into
the Bank's decision-making on new loans. They also acknowledged the key role that senior
officials in the Bank could play in ensuring the quality of its loans and noted the desirability
of adequate staff resources being made available for this purpose.

~

25. Donors also agreed that the "bunchin( of proposed loans in the fmal quarter of the
Bank's fiscal year put an excessive burden on the Board and may even affect the quality of
loans. They recommended, therefore, that the Management of the Bank reduce the
proportion of the total number of loans that is proposed during the last quarter of each year,
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working out procedures
reduction.

Donors welcomed as a first step in developing a more systematic approach to
planning. the decision of Management to establish a strategic . unit in the

Office of the President. This unit should assist Management in the process.
Strategic planning should evolve into an integral component of the
structure. Management should use it to introduce a more goal-oriented perspective to the
Bank's operations and to ensure that the Bank's cross-cutting activities are properly focused
and coordinated. The work of the Strategic Planning Unit should also assist the Board and
Management in the budget process and in reviewing Bank operational strategies for individual
countries by identifying priorities for consideration. To be fully effective,
must involve close consultation with the Board of Directors, including an annual
by the Board of the broad strategic issues and concerns the and'
for the Bank's three-year Operational Program.

26.

27. Donors also emphasized the importance of the Bank's Country Strategies for
individual DMCs (prepared at least every five years) in ensuring that lending programs have
maximum development impact over the longer term. Donors welcomed the Bank's efforts
so far to prepare and update regularly these Country Strategies, but stressed that there was
room for improvement, particularly linking them more closely to the Country Operational
Program Paper. The Bank should seek to make these documents more analytical, prioritized
and prescriptive in nature, and use them as key determinants of the Bank's sectoral priorities
in individual DMCs. To the extent that Country Strategies were more focused, the Bank's
programming would be more responsive to shifts in the policy and economic environment of
borrowing countries. At the same time, Country Strategies should be framed broadly, placing
the Bank's operations in a medium to long term perspective and reflecting Bank-wide strategic
concerns (as mentioned in paragraph 26), and be formulated after adequate policy dialogue
with the DMCs concerned and with the Board of Dir~ors. Economic and social baseline
data would serve as valuable benchmarks in such dialogue. The Country Strategy papers
should continue to include a discussion of how the Bank's operational strategies and programs
in the DMCs concerned related to those of other major lenders active there. Donors
highlighted the need for informal discussion of these Country Strategy papers by the Board
of Directors, and subsequent revision as necessary. In addition, the Board should review the
application of individual strategies for major borrowers aMually in the context of the Country
Operational Program (which should be made a more analytical tool) or at the time of the first
loan and biennially for other borrowers.

Allocation of Resources

28. Noting that mobilization of concessional resources was becoming more diffICUlt,
donors underlined the importance of establishing - and of being seen to establish - a link
between allocation of ADF resources to individual DMCs and the effective use of such
resources. At the same time, donors also recognized that, in the last few years, many low-
income DMCs had embarked on economic adjustment programs and had improved their
capability for project implementation. In order, therefore, to encourage the continuation of
such efforts, justify the call on limited concessional funds and ensure their effective use, donors
urged the Bank to regulate access to ADF resources with reference to development
performance, as was increasingly being done by the International Development Association
(ffiA). The Bank should, therefore, emphasize performance as a criterion for allocating ADF

'.I
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resources to individual DMCs. The

0 sound ~nnmic management;
0 efforts towards growth with equity. and poverty reduction; and
0 efforts towards sustainable ~nomic and social development.

To this en~ the Bank should seek to establish meaningful program targets for the social
sectors and address comprehensively the issues of poverty reduction. health and population.
WID. and the environment.

29. Donors agreed that the Bank should assess country performance regularly, in terms
of each element sp~ed in paragraph 28 and the parts thereof, in the manner indated
above. These reviews should cover specifically the adequacy of macroeconomic and sectoral
policies, and of the corresponding institutional frameworks, and should identify areas that
required strengthening or that would benefit most from Bank assistance. The Board of
Directors and Management should work out the criteria, procedures and documentation for
such reviews. However, donors would normally expect perfonnance reviews for individual
DMCs to be undertaken annually (for major borrowing DMCs) or biennially (for smaller
DMCs). These reviews, and the related individual country programs, should be discussed by
the Board, preferably as a sequel to the discussion on strategic issues (paragraph 26) and
based on documentation covering:

0 evaluation of country perfonnance (as defmed above), and of major
macroeconomic and sectoral issues (particularly in the context of stabilization
or structural adjustment programs negotiated between the DMC and the
IMF jffiA);

0 development plans and strategies of the DMC;
0 the Bank's Country Strategy for the DMC;
0 report on the Bank's operations in the DMC;
0 status of policy dialogue;
0 the Bank's country operational program;
0 coordination with other multilateral and bilateral agencies; and
0 progress on the achievement of targets in the social sector.

30. Donors recognized that the Bank had a long tenn relationship with its borrowers
and country allocations will need to take this into account. However, if the annual reviews
revealed weak perfonnance (not attributable to some externality), ADF operations in the
DMC concerned should be reviewed and as necessary limited in size, and restricted to
activities which promised the most productive use of concessional funds. In such
circumstances, the lending program should be confmed to a core program, which should be
the minimum needed to maintain dialogue with the borrower and the focus of the Bank should
be on non-lending activities, particularly economic and sector work, to encourage
improvements in perfonnance.

31. Donors considered that traditional ADF r~ipients, as a group, should continue to
be allocated the dominant share of the Bank's concessionallending during the ADF VI period
(i.e. 1992-1995). On the assumption that conditions became appropriate for the Bank to
resume operations in currently non-active ADF borrowing countries, allocations should be
made to these DMCs, as also to the new DMCs (i.e.,- DMCs which have joined the Bank since
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1 January 1990) that met eligibility criteria for ADF resources (provided, as for other ADF
borrowing countries, that the extent of the Bank's support was related to performance).

32. Donors considered the situation of two other DMCs (i.e. Indonesia and the
Philippines) that were provided renewed access to ADF resources, on a temporary basis,
during the period of the previous replenishment. Limited and reduced access in the ADF VI
period would depend on resource availability, economic performance, and the need for
external support under concessional conditions, as well as their commitment to poverty
reduction. ADF VI support would focus in particuJar on projects directed at poverty
reduction, the primary social sector and the protection of the environment.

33. There was no consensus among donors on making ADF resources avaiJable for
either of the two largest eligible low-income DMCs (i.e. People's Republic of China and
India). Also, given the needs of traditional ADF recipients and other eligible borrowers,
donors concluded that it would not be possible to make ADF resources available to these two
countries during the ADF VI period.

34. Donors noted that the Pacific island DMCs faced special problems and needs
because of their size, geographical location, high transport COsts, lack of natural resources and
limited creditworthiness for commercial fmancing. They welcomed the Bank's decision to
expand the role of the South Pacific Regional Office and to transfer functions and staff so
that the Bank could playa more effective development role in these DMCs.

35. (a) Development, including economic growth and poverty reduction, is fostered
by participatory and democratic frameworks where the productive energies of people find
legitimate expression. Donors felt that ADF resources should be used to help DMCs
strc:ngLhc:n and makc: morc: c:ffc:ctive, national and local institutions, including the legal system
and regulatory agencies.

(b) There is a vital connection between sound and responsive systems of public
administration and the effective and equitable operation of the economy. All levels of
government should be characterized by good administration which efficiently provides
necessary fmancial and human resources to development. Good administration, especially
equipped with open, objective and predictable operations, will also improve the conditions
for individual initiative, private enterprise and entrepreneurship.

Project QualiiX

36. Donors welcomed the measures taken - and proposed to be taken -- by the Bank
to improve the quality of the projects that it financed. Among the steps that could be
considered for this purpose were:

(i) development of country strategies and project lending with due regard to the
policy environment,

(ii) encouragement of strong beneficiary involvement in all stages of the project
cycle,

(ill) greater use of qualified NGOs,
(iv) promotion of institutional arrangements for effective coordination of the Bank's

approach to cross-cutting issues (such as poverty reduction, environmental
protection and WID),
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better
more
completion
cycle,more intensive scrutiny of loan proposals prior to submis.~ion to the Board of

Directors;
greater efforts to achieve efficiency and

SD;pervision of

(viii)

;~

.
Private Sector Promotion

37. Donors endorsed the efforts of the Bank to create conditions for a dynamic and
competitive economy rooted in a strong private sector and the use of market mechanisms.
This objective should be fundamental to the policy dialogue with borrowing countries. The
Bank should ensure that ADF activities stimulate the private sector and foster enterprise and
entrepreneurship. This could be done through improving the investment climate including
entry and exit of businesses, human resource programs and institution-building relating to
facilitating private enterprise, providing necessary infrastructure or improving access of
enterprises and the informal sector to credit and training. The Bank does not use ADF
resources for direct private sector lending. Assistance to state-owned enterprises, including
development finance institutions, should focus as appropriate on market-oriented restructuring
or privatization. Donors welcomed the creation of a Task Force on private sector operations
which will. inter alia, increase awareness of private sector alternatives in the rest of the Bank's
operations and help to delineate an appropriate relationship between the Bank and the Asian
Finance and Investment Corporation. The Task Force would benefit from inputs received
from the Board of Directors and from outside the Bank.

38. Donors urged the Bank to
developed with other multilateral and
agencies would need to intensify especially
lending. By sharing experiences with other
to refine its own techniques for project design
sectors.

Or&Bnization and Staffm&

39. Donors have highlighted the need to strengthen the Bank's strategic planning
capability and country programming process, as well as the need to enhance social sector
investments, market forces, and attention to cross-cutting issues, including WID, poverty
reduction, the environment and private sector development. In this context, donors suggested
that the President, in consultation with the Board of Directors, initiate an overall review of
the Bank's organizational structure. The President should also make proposals to the Board,
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as part of the next budget process, on the staffmg implications, including the possibilities of
redeployment, of the recommendations in this Report.

40. As noted above, ADF V was intended to provide resources for the Bank's
concessionallending operations during the four years 1987-1990. From the outset of the
negotiations for ADF VI, donors were aware that, in addition to new resources becoming
available under ADF VI, ADF resources totalling about $2.7 billion could be available to the
Bank in 1991 and 1992. Such resources would include (a) available resources at the end of
1990 (b) resources expected to become available as a result of changes in ADF financial
policies, and (c) the amounts of ADF V contributions not released for operational
commitments by the end of 1990. Given this expected resource availability and taking into
account a number of other relevant considerations, donors agreed at the Tokyo meeting in
January 1991 that commencement of the ADF VI period should be delayed by a year, so that
the period covered by the replenishment would be the four years 1992-1995.

41. In connection with the availability of resources, donors noted in particular that as
a result of financial policy changes approved by the Board of Directors on 31 January 1991,
ADF resources of about S 1.5 billion (at the 31 December 1990 exchange rates) had become
available to the Bank for ADF loan commitments in early 1991.

42. The replenishment total which donors agreed to recommend was $4.2 billion
(SDR2.969 billion). The contnoutions offered by donors are set forth in Attachment 2.
Donors also agreed that the exchange rates to be used in determining currency equivalents for
purposes of ADF VI should be the average daily rates for the fIrst quarter of 1991.

43. The terms and conditions agreed
replenishment are generally the same as those
conditions agreed upon are described below.

Contn'butions

44. A draft Resolution of the Board of Governors concerning the replenishment is
attached (Attachment 3). The Resolution, if adopted, would authorize the Bank to accept
contributions to the replenishment from member countries in amounts not less than those
indicated for the respective member countries in Table A of the Resolution. The Resolution
would also authorize the Bank to accept from any member countries or other sources
additional contributions to ADF or the Technical Assistance Special Fund (TASF) on terms
and conditions, not inconsistent with the relevant Regulations, as may be approved by the
Board of Directors. Such additional contributions from any member countries would not be
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taken into account in detennining the burden-sharing arrangements for future ADF
replenishments unless the member countries concerned so request.

45. Donors noted, however, that the Resolution would not in itself obligate any member
country to make a contn"bution to ADF VI. Such an obligation would arise only if and when
the member country deposits with the Bank an appropriate Instrument of Contnbution
formally confirming its intention to contnDute.

46. An Instrument of Contribution would nonnany constitute an unqualified
commitment by the member country to the Bank to make payment of the contrIbution.
However, in order to take account of the legislative practices of some donors, donors agreed
that where such an unqualified commitment cannot be given by a member country due to its
legiSlative practice, the Bank may accept an Instrument of Contribution containing the
qualification that payment of all instalments of the contribution except the first is subject to
subsequent budgetary appropriations. Such a qualified contribution would be deemed to be
unqualified to the extent that appropriations have been obtained.

47. Donors agreed that an amount of $140 million (SDR98.973 million) of ADF VI
contributions would be set aside and allocated to TASF for providing primarily project-related
technical assistance to poorer DMCs and for regional technical assistance. The amount to be
set aside from each contrIbution would be in proportion to the total amount of sudt
contribution. Donors also recommend that the Board of Directors consider, in each year, the
use of OCR income for the fmancing of technical assistance operations to the extent possible.
Notwithstanding the arrangements deSCrIbed above, the existing policy of receiving voluntary
T ASF contributions from member countries would continue.

48. In order for the replenishment to become effective, donors recommend that the
Bank would have to receive contributions from developed member countries for unqualified
contnoution commitments in an aggregate amount equivalent to at least $2.1 billion
(SDR1.485 billion). The date recommended by donors for the replenishment to become
effective is 31 December 1992.

49. Individual contn'butions made prior to the effective date of the replenishment would
take effe(:t when the replenishment itself takes effect. Individual contributions made after the
effective date of the replenishment would take effect on the respective dates when the relevant
Instruments of Contribution are deposited.

Pa~ent Arran&ements

50. Since ADF resources are not disbursed by the Bank immediately upon the making
of operational commitments, donors agreed that the payment arrangements could be relatively
flexible. The payment arrangements recommended by donors are essentially the same as those
contained in the arrangements for ADF V. The main principle is that contributions should
be paid in instalments in such a manner that at least one payment is made in each of the four
calendar years covered by the replenishment.
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S 1. Donors agreed that any instalment payment made prior to the effectiveness of the
contnbution to which it relates would be regarded as an advance payment, the amount of
which would not be available to the Bank for operational commitments until the contribution
has become effective unless the donor concerned specifies otherwise.

52. Donors agreed that instalment payments in respect of each unqualified contn"bution
should be, at the option of the donor, either in equal amounts or in progressively graduated
amounts. With progressively graduated amounts in the case of four instabnent payments,
the first instalment should amount to at least 20 per cent of the contnbution, the second to
at least 23 per cent, the third to at least 27 per cent, and the fourth should cover the
remaining balance.

53. Notwithstanding the general payment arrangements described above. donors agreed
that a member should have the option to pay its contribution in fewer or more instalments or
in larger percentage portions or at earlier dates, provided that such payment arrangements are
not less favorable to the Bank. At the time of depositing its Instrument of Contribution, each
donor should indicate to the Bank its proposed program of instalment payments.

54. All the payment arrangements are, however, subj~ to the provision that no donor
would be obligated to make any payment in respect of its contribution except to the extent that
its contribution has become available for operational commitments in accordance with the
"trigger- arrangements discussed in paragraphs 59-61 below.

55. Most donors denominate their contnootions to ADF replenishments in their
national currencies. The Bank commits these resources in terms of SDRs. The ADF is
therefore exposed to an exchange risk insofar as the SD R value of the local currencies at the
time they are pledged is different from the SDR value at the time of loan commitment.

56. The change from the dollar to the SDR as the ADF unit for commitment, which
was made in 1983, has substantially reduced the risk from the exchange rate fluctuations of
the major currencies. There is still a residual foreign exchange risk from such exchange rate
fluctuations, however, since the basket of donor contributions is different from the SD R
currency basket.

57. A further potential source of foreign exchange risk for the ADF would be a rapid
depreciation of a donor's local currency, where such donor has denominated its contn'butions
in its local currency. Insofar as the share of any such donor in the replenishment is inflated
by reference to the original value of the local currency, this also gives a misleading impression
of both the size of the replenishment and the burden-sharing.

58. In the circumstances, it has been agreed to extend the approach which has already
been adopted by some donors, of denominating their contributions in a convertible currency,
to all donors with rates of inflation above 15 per cent per annum in the period 1987-1990.
These high inflation donors have been asked to denominate their contributions to ADF VI in
SD Rs or US dollars.
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Conditions for Release of Contributions for Onerational Commitments

59. Donors agreed that the trigger arrangements for the release of contn"butions for
making operational commitments should be somewhat modified from those which were
applicable for ADF V. Under these arrangements, each unqualified oontn"bution would be
divided into four equal tranches, and would become available for operational oommitments
as follows: the first tranche on the date the relevant Instrument of Contnbution takes effect,
the second on 1 Ianuary 1993, provided that Instruments of Contribution bad been received
relating to contributions in an aggregate amount equivalent to at least $3.36 billion (SDR2.375
billion), including all contributions intended to be qualified, and the third and fourth tranches
on 1 Ianuary 1994 and 1 Ianuary 1995, respectively. (In the event, however, that the relevant
Instrument of Contribution should take effect on a date later than the date specified above
for the second, third or fourth tranche, the date of effectiveness would apply rather than such
date.) Donors also agreed that each qualified contribution should become available for
operational commitments as and to the extent that it has become unqualified, and that this
should occur at the rate of one-fourth of its total amount in each of the four years covered
by the replenishment.

60. In the event a member which has made a qualified contribution is unable, in any
year, to make available for operational commitments an amount equal to one-fourth of its
total contribution, such member will be required to indicate to the Bank the revised amount
which will become unqualified and its intention as regards making up the shortfall in the next
instalment or instalments. In such event, the Bank will promptly consult with all other
contributor countries. Each such contributor may, within 30 days thereafter, notify the Bank
in writing that the availability for operational commitment by the Bank of the second, third,
or fourth tranche, whichever is applicable, of such contributor country's contribution shall be
reduced as follows:

(i) in the case of the second tranche, on a pro rata basis to the extent that the
first tranche of the qualified contribution has not become unqualified;

(ii) in the case of the third tranche, on a pro rata basis to the extent that the
second tranche of the qualified contribution has not become unqualified; and

(ill) in the case of the fourth tranche, on a pro rata basis to the extent that the
fourth tranche of the qualified contribution has not become unqualified.

The right of a contributor country shall be deemed waived if no written notice is received by
the Bank within such 30 day period.

61. The availability of contributions for operational commitments would, therefore,
depend on the actual progress in receiving contributions from member countries and in
securing appropriations for qualified contribution commitments. Under these arrangements,
it would be possible that in any of the years covered by the replenishment, the Bank will not
have sufficient resources to meet its operational requirements. As in the case of ADF V,
donors have suggested two measures which could help alleviate such possible operational
constraints. First they have suggested that donors may notify the Bank that part or all of their
contributions can be regarded as advance contn"butions which would be available to the Bank
for operational commitments prior to the effectiveness of the replenishment. Secondly they
have suggested that donors may authorize the Bank to use their contributions for operational
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commitments on a schedule more favorable to the Bank than desCll'bed in paragraphs 59 and
60 above.

62. Donors requested the Bank to prepare at the end of 1993 a progrea report on the
implementation of the ADF VI objectives and recommendations and to submit it to the
Governors through the Board of Dir«tors for review in conjunction with the 1994 Annual
Meeting o~ the Board of Governors.

lJ..
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ADF VI:DOCU MENI'S PREPARED FOR ADF DONORS' MEE11NGS

Current ADF Resource Position and Timeframe for ADF VI (April 1990)
Fifth Replenishment of the Asian Development Fund, 1991.1994 (August 1990)
Poverty Alleviation (August 1990)
Environmental Program (August 1990)
Health, Population and Development (August 1990)
Women in Development (August 1990)
The Bank's Prospective Social Sector Activities (November 1990)
Private Sedor Issues (November 1990)
Review of Policies on ADF Income and Loan Repayments (August 1990)
Review of Policies on ADF Income and Loan Repayments
(Supplementary Working Paper) (November 1990)
ADF Replenishment Period (November 1990)
Allocation of Shares (Burden Sharing) (November 1990)
ADF VI Replenishment: Assuming No Real Growth from ADF V (November 1990)
Bank's Coordination with Other Multilateral and Bilateral Donor Agencies (November
1990)
Project Quality (November 1990)
Follow-up on Topics Discussed at the Washington Meeting (January 1991)
ADF VI Resource Availability and Allocations: Some Scenarios (February 1991)
The Determination of Country Lending Levels (February 1991)
Program Lending from ADF (February 1991)
~~ to ADF Resources - India, Philippines and People's Republic of China (Mardi

1.
2
3.
4.
S.
6.
7.
8.
9.
10.

,';1

11.
12.
13.
14.

15.
16.
17.
18.
19.
20.

19'11)
Replenishment of the Technical Assistance Special Fund (April 1991)
Use of OCR Income for Financing of Technical Assistance and/or Transfers to Special
Funds (ADF jTASF) (May 1991)
ADF VI: Use of Carryover Resources for Lending to India and China (May 1991)
Areess to ADF Resources - Indonesia (May 1991)
ADF VI: Some More Replenishment Scenarios (May 1991)
Average Daily IMF Exchange Rates for the Period 1 January - 31 March 1991 (May
1991)
ADF VI: (Draft) Report of the Donors (November 1991)
ADF VI: (Draft) Resolution of the Board of Governors (November 1991)

21.
22.

23.
24.
25.
26.

27.
28.

Back&[ound Pa~rs

Possible ADF Resource Availability: 1990-1991 (August 1990)
Summary Record of ADF Donors' Meeting in New Delhi, 1 and 3 May 1990 (August
1990)
Availability of ADF Resources in 1991 (November 1990)
Asian Development Fund: Historical Background (November 1990)
Summary Record of ADF Donors' Meeting in Washington, D.C., 27 September 1990
(November 1990)
Summary Record of ADF Donors' Meeting in Tokyo, 16-17 January 1991 (February
1991)

1.
2.

3.
4.
S.
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7. Recruitment and Career Development of Women Professionals:
(Fehruary 1991)

8. Perfonnance Evaluation of Agricultural Lending (March 1991)
9. Interim Findinp of the Task Force on Strategic Planning (April 1991)
10. Indicative Future Staffing Requirements of the Bank (April 1991)
11. The Bank's Technical Assistance Policies and Operations (April 1991)
12 Technical Note on Alternative Suggestions for Lending to India and China (May 1991)
13. Record of ADF Donors' Meeting in Vancouver, 22-23 April (May 1991)
14. Review Committee on Technical Assistance Operations: Progress

Report (June 1991)
15. Financial Control and Streamlining in TA Operations (July 1991)
16. Summary Record of ADF Donors' Meeting in 26-28 June 1991 (July 1991)
17. Graduation from Bank Assistance (October 1991)18. Verbatim Record of ADF Donors' M . in

(October 1991)
19. ADF VI: Urgency of Completing Negotiations (November 1991)
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Basic Contribution
Amount Shm

(1) (2)
($ m) (%)

Donor

272.433
36.540
30.536

306.600

37380
216.300
275.520

Australia
Austria
Belgium
Canada
Denmark
France
Germany

18S.640
1,414.980

1S.~
2.000

102.060
11.340
37.800
32.760
84 . 000
Sl.660
lS.~
46.620

1S9.600
680.000

Italy
Japan
Korea, Rep. of
Nauru
Netherlands
New Zealand
Norway
Spain
Sweden
Switzerland
Taipei,Qina
Turkey
United Kingdom
United States

Sub-Total 4,013.768 95.57

Supplementary
Contributions 186.212 ~

4.200.000 100.00Total

Totals may not add due to rounding.Note..
Calculated by converting the US dollar amounts in column (4) to units of obligation using the average
daily exchange rates for the for the period 1 January to 31 March 1991 shown in column (6).

a/

hi Currency units per us dollar.

" The unit of obligation is to be decided by Germany at the time of depositing its Instrument of
Contn"bution at the latest.

Attachment 2

Amount]
Total in Unit

Contn"bution of Obliptionll .
(4) (5)

($ m) (m)

272.433 AS 350.000
36.540 S 393.426
30.536 BF 962450

306.600 CS 354368
42.000 DKr 246.834

216.300 FF 1,126.923
275.520 DM 421.73sst

SDR 194.77SS'
185'.640 Lit 213,168.556

1,583.436 Y 211,942896
15.000 US$ 15.000
2000 USS 2000

105.536 f 182.186
11.340 NZS 18.983
37.800 NKr 225.761
34.440 Ptas 3,296.252
84.(XX) SKr 476.952
54.660 SwF 71.484
15.000 USS 15.000
46.620 US$ 46.620

164.600 £ 86.289
680.(XX) US$ 680.<XM>

4.200.000

~nge Rate

First Quarter
of 1991 "

(6)

1.28472

10.767

31.519

1.1558

5.8770

5.2100
I 1.5307
I 0.70695

1,148.29
133.85

1. (XXX)

1. 0000

1.7263

1.67397

5. 9125

95.710

5.6780

1.3078

1. (XXX)

1. (XXX)

0.524235

1. (XXX)

Supplementary
Contn"bution

(3)
($ m)

6.49
0.87
0.73
7.30
0.89
5.15
6.56

4.620

4.42
33.69
0.36
0.05
2.43
0.27
0.90
0.78
2.00
1.23
0.36
1.11
3.80

16J2

168.456

3.476

1.680

3.000

5.~

186.232




