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I. Introduction
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1.

2.

3.

Scope of paper

In the months leading to the G20 Summit held in early Afitdre was a growing recognition of the
impact of the economic crisis on Africa, reflected in a steady lowering of projgotedh rates for

2009 and 2010, puttindpe hardwon gainsof recent yearat risk. This was accompanied by a growing
consensus onhé broad outlines of the policy response requifien the wider international
community T spanning the provision of additional resources, measures to stimulate trade and
investment, improved financial supeinais and regulation, anegforms to the currerdgrrangements for
global governance.

The purpose of this paper is to takecktof thepolicy response to date, in partiaufollowing the G20
Summit,the Spring Meetings of the IMF and World Bainklate April, the Annual Meeting of the
African Develgment Bankand the EU Council Meeting on 18 Mdy starts from thebroadglobal
policy and resource framework, aBdeks tddentify within this the specific implicabns for Africa,
particularly on resource#t does not attempt to cover the domestitiggaresponse. Iteflects what is
known as alate May, with the caveat that this is a fasbving canvas whiclwill have changetly the
APF meeting 010 June

The paper ishusintended to help answer 3 basic questions:

E What was actuly agreed at th&20 Summit angubsequent meetings

E What does all this mean for Africa?

E Whatneeddo happen next?
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4.

In doing so it draws together materfabm multiple different sources, where it is available in detalil.

This is however not easily accessible in a simgleument. The paper is intended to help fill that,gap

and to suggest messages that might be fed into the larger political process, in the G8 and G20 and at the
UN.

Assessment

(i) The provision of additional resources

5.

An assessment is complicateg severafactors.ldentifying the specific implications fakfrica within
the wider globabackages of measures agreed is not straighafal. Nor is it easyo identify what
constitutes additional resourcessalistinct from newnitiatives funded from vihin existing resources.
Finally, it is also necessary to distinguish between the provision of addisbagltermliquidity, and
the provision of additional resources either a concessional or roancessional basisvailable to
governments to spenaler the longer ternon development purposeBut in broad termsthe paper
concludes:

E The measures agreed should provide a significant injectisinosttermliquidity, through traddinance;

E There should be some accelerationthe transfer of resoues already committedhrough quick

disbursing funding includingy the multilateal banks(these are potentially additionalirf the case of
concessional resources such as IDAI&funds from which they are drawn are topped up or replenished
earlier tha would otherwise have been the case);
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E Both the multilateral banks and a number of bilateral donors have also allocated funds from within
alreadyplanned resources, specificalty responding to the crisis, such as the Vulneraliiymework

E Beyond thisthere are planned increases in resourties proposed allocation of SDRs and the planned
increase in IMF concessional lendiagould provide arountdS$ 20 billion for Africa. Resources will
also be additional in cases where funding arises through shengsof longterm bonds in capital
markets, such as through the IBRD and IFC and African DeveloBaerkt

E OverallODA levels to Africa have however been increasing significantly more slowly than the estimates
at Gleneagles made on the basis of the camermits at the time, by the GBU and other DAC donors.
The latest DACestimates indicate that Africa has received only around 30% of the global increase in
ODA since 2004 well below the 50% assumed at the time of Gleneagles

E A clear link needs to be madetween the response to the economic crisis and the response to the
climate crisis. It is important to develop innovative financing mechanisms, including revenoes f
carbon trading, in order @enerate new and additional resource flewsth withinand beyond ODA

E Finally, a clear link also needs to be made to action the international community can take to help
maximize the mobilisation of domestic resources, and therefore to the issue of tax havens (as below).

(i) Measures to promote trade and/@stment

6. The paper distinguishes 4 aspects of this issue: keeping trade open, promoting investment, financing
trade and advancing the Doha agenda. Its broad conclusions are:

E Trade regimes appear to have been kept basically open, with no widespreadorpsatectionism,
althoughsome slippagesincluding inthe conditions attached to stimulus packages;

E A significant injection of liquidity has been provided to finance trade, alongrestburcego promote
investment, particularly in infrastructure;

E Thee has been somprogressat a technical level in Negotiating Groups in Geneva; but as yet little
progress at political levely advancinghe Doha agenda despite tnelertakingsnade at G20 Summits.

(ii) Financial supervision and regulation

7. The paperfocuses on the specific issue of tax havegigen the strong emphasis given to this in
African assessments in the rup to the G20Summit, whilstalsorecognisingAf r i cads i nter
other aspects of financial supervision and regulatisrassessmers:

E There has been significant progress on the issue of tax havens over the last couple of months, stimulated
by the April G20 Summit;

E It is important to complete existing work on tax evasion, extend this to tax avoidance, and develop
proposals to endd Africa to benefit from a more transparent international tax environment;

E Itis also important to takierwardrelated work on illicit capital flows including stolen assets.
(iv) Systemic reforms to global governance
8. The paper focuses in particular gavernance reforms at the International Financial Institufiotie

IMF and the World Bank. It notes the current position following the Spring Meetings and the timetable
for reaching further decisions. Its assessment is:
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E Itis important that Africa shodlhave a clear voice in the development of further proposals on reforms
at the IMF and World Bank;

E The issue is not limited to the governance of these institutidhss important that there should be
strongrepresentation from Africa in other emergingtitutional arrangements in response to the crisis;

E This should include continued African representation at meetings such as the G20.

1.3  What are the next steps?
9. Onresources
E Rapid disbursement afddtional concessional finandeom the IMFto low incme countries, plus an

early decision on the proposed SDR allocation;

E Fast tracking of lendindo Africa under IDA 15, with a topping up of IDA 1%or alternatively
consideration of an accelerated timetable for IDA 16

E Early, substantialadditionaland aiick-disbursing voluntary contributions from bilateral donors to the
WorldBa n k 6 s V uHramework, land lother oyisis relatigdtiatives

E Earlyconsultations on a possible general capital increagbdokfrican Development Bank

E Substantialricreas in ODA to Africa over 2009 and 2010n order to meet existing commitments on
aidto Africa;

E Improvements to aid effectiveness, in line with the Paris Declaration and Accra Agenda for Action

E Urgent discussion of innovative financing proposaisluding revenues from carlmotrading- linked to
preparations for the forthcoming UNFCCC Conference in Copenhagen.

10. Ontrade and investment

Action to rectify any new barriers to trade with or investment in Africa;

. [T

E Implementation of JoinAction Planin supporiof the private sector, agreedADB Annual Meetings

E Signature of agreements by all donors who have already pledged to contributeGiolibe Trade
Liquidity Programme; further contributions to reach funding tamggid disbursement of finance

E Agreement on specific timetable for reachiragreement on modalities for reaching a successful
corclusion to the Doh&Round

E Action in relevant fora, including the EU and G8, to facilitate and reduce the costs of remittances.

11. Onfinancial supervision and redation:
E Rapid completion of existing OECD work on tax evasiethrough theeffective implementation of the
internationally agreed standard on exchange of information on tax purposes;
E Broadening the scope of OECD6s work to take i

E Openingup existing and future work to developing countriasd developing proposals to enable them
to benefit from the more transparent anebperative tax environment

E Support for the UN Stolen Assets Recovery Initiative (StAR) and other similar initiatinesd aat
preventing money laundering and illicit capital flight
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II.

12. Onsystemic issues
Ensuring that Africa plays a full part in developing further recommendationghe reform of
governance arrangements at the IMF and IBRD;

Reviewing the composition of theew Financial Stability Board to assess whether stronger African
representation is needed;

Clarifying the arrangements for fuuG20 meetings, to ensure continued African representation.

Possible issues for discussion

13. The meeting might like to coiter.

Whether the next steps identifiack the ript ones given the impact of the crisis on Africa;

Whether- and if so how to transmit key policy messagescludingto the next G8 and G20 Summjits
and the UN High Level Conference now reschedule@rfickJune

Whatfurther workis needed to assetge impact of the crisigndtheresponse required

Whetherthe APFshould monitor progress agaiat its next meeting; ifg does it consider that the
monitoring framework set outat Annex lprovides a udel basis for thi® (Detailed monitoring
arrangements are in place in virtually all the areas covered by the paper, in the relevant fora. Is there any
added value in a composite monitoring framework which, whilst not going into the same detail, might
nevetheless aim to provide a broad overview of progress against commitments and key next steps?).

Resources

14. African countries now face a sharp downturn in projected growth, impacting on the availability of

domestic revenue. They are also facing a ldsscoess to capital market&lthough some countries
havesome room for a fiscal responss a groupAfrican countriedack sufficientfiscal space to take
the necessary counteyclical measures to stimulate growth. They also have extremely limitedl fisca
space to take the necessary measures to protect vulnerable groups affected by the downturn.

15. There are different estimates of the resource gap caused by the TsisMF estimates that a

minimum of around US$ 25 billion in additional financing wié bequired in 2009 to counter balance

of payments shocks in 22 lemvcome countries where the combined impacts of the food, fuel and
financial crises have sharply reduced reserves to below the level corresponding to about 3 months
import coverage of goodmnd services. The African Development Bank has estimated that in order to
maintain growth rates at prisis levels, Africa as a whole will face a resource gap of US$ 50 billion

for 2009 and US$ 56 billion for 2010

16. Against this background, there has meebroad consensus that Africa therefore needs a substantial

increase in the resources provided externally by the international comrmuwpigcifically through the
International Financial Institutions (the IMF and the World Bank) and the African Develdg@ank
(AfDB), and throughincreasedoverall Official Development Assistance. There has also been a
consensus that these resources need to be provided in a flexibledigbiolsing and responsive form.

17. The purpose of this section is to set out thsifon in the IFIs and AfDB, and on overall ODA levels

it does not attempt to set out the responses of individual doneigding for example the extent of
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additional bilateral ODA in national stimulus packages, nor does it attempt to describe iatahy d
specific initiatives targeting for instance social protection or the real economy.

2.1 The multilateral system

()  IMF

18. The G20 Summit agreed to supparpackage of measures to increase the crisis response role of the
IMF, all of which will requireagreementindert he | MF6s governance procedu

E Anincrease of up tJS$500billion in the New Arrangements to BorraqfMAB). Bilateral financing of
US$250billion is expected in the immediate future and will be rolled into the expanded NAB once the
latter has been agreed among contributbt8B resources will be used only for naoncessional
lending (they will not be used to fund theverty Reduction andsrowth Facility (PRGF)or any other
concessional facility). All member countries are in prifeeipble to draw on the netoncesw®nal
facilities but most Africa countries do not

E An SDR allocation 0fJS$250billion, distributed according to existing quota shares. This translates into
US$100billion for emerging and developing economies, withimck US$19 billion is for the 78 low
income countried,JS$15.6billion is for Africa including both low and middle income countries (North
Africa US$5 billion and subSaharan AfricdJS$ 10.6 billion), andUS$ 7.8 billion is for low income
countries in Arica. The SDR allocation if agreed will become an addition to reserves and will neither
earn nor attract interest unless drawn doimnwhich case it would attract interest at the SDR rate
applying at the tim¢0.4% as at endé\pril);

E US$6billioninadd t i onal concessional and flexible finan
countries) over the next-2 years, to be channetl through the PRGF and thedgenous Shocks
Facility (ESP, and made effective by the doubling of access limitaking into account (on a casby-
case basisjlebt sustainability consideratioridsing average lending to low income countriedJ&$ 1
billion a year over recent years as a baseline, this implies a trebling of lending to low income countries
from US$ 3 billion to US$ 9 billion over the next 3 years. This amount cannot beafjoeated
regionallyi as the distribution of resources is demdanigien. However using recent operaigoas an
illustrative guide, over the lastyears Africa receivedround50% of total concessiondending under
PRGF/SAF/ESAF programmes in low income countrieghich would point to a figure airoundUS$
3 billion of the US$ 6 billion total above over the next 3yeai$ie G20 called fomdditional resources
from the proceeds of golgalesto be used, together with surpliccome,to finance this increase in
concessional lending. In practitee income from gold sales will not become available for some time
and in the interim théMF will be able to use existing resources in its supsidcountwhich are
sufficient to last until lat&010. Newloan resources will however be needsabneri possibly before
end 2009

E The doubling of concessional lending capacity for-loeome countriesthis would make available a
total of aroundJS$ 13 billion in concessional support for leilmcome countries over the next 5 years
this includes thaJS$ 9 billion above overithe next 3 yearsin effect the total is froAtbaded with a
trebling of lending in Years-3 and a doubling in YearsH). There isno specificregional allocation
as distribution islemand driven t hough i f Africads shar e -imcbmet ot al
countries i s t ak ereofthetotadS$dIbillionequld BefarountS66.5billisnh a

E Together vith a revew of the flexibility of the @bt Sustainability Framework (DSF)Work has been
underway to make the debt limits applied under Fund programmes more flexible (relating them
systemat i cal | yanddebtonanagement capaciy). This daubate more flexibility for
the strongest LICs to borrow at lower level of concessionality
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19. The currenposition is

E The IMF Board of Governors is expected to take a decision on the SDR allocation over the coming
months, aheadf the Annual Meetigs in the atumn;

E The IMF Executive Board has agreeddubling of access limits under the PRGF, and both the high
access and rapid access components of the ESF (the latter isligbigksing with lower conditionality)
The doubling of access limitsnder the rapidaccesscomponentcould mean that lending will in fact
increaseeven more sharply over the next 3 yealsser toUS$10 billion;

E Currentthinking among IMF and World Bank staff is to use the maximum flexibility within the DSF but
not to kevise the existing framework.

(i) World BankGroup

20. The G20agreedto supporta humber of measures similarly designed to incrédaserisis response of
the Multilateral DevelopmerBanks (all of which similarlyrequire agreement under the governance
procealures of each of the institutions)

E An increase in lending dfS$ 100 billion including to lowincome countries, to a total of aroud®$
300 billion over the next 3 year This includes the World Bank and all the Regional Development
Banks. The World Bak component of this i&/S$100billion, implying anincrease its nogoncessional
IBRD lending to around US$ 35 billion per annumusing its existing capitalSaff expectsome
marginal increasén the levels of Bank lending to Africabut the increase iv remain small in the
context of the global figure mentioned abpve

E An increase in individual country |l imits on Wor
required levels of finance and so support stabiltgme c over y i n isiseotaxpeated imi o n s ¢
practice to affect Africawith the possible exception of South Africa

E Temporary access to naoncessional IBRD lending for Ieimcome countries with sustainable debt
positions and sound policies, to compensate for the loss ofsatcespital marketStaff expectfew
IDA countriesto benefit from this with possible exceptions such as Vietnam;

E Frontloading of IDA resources, using the existing flexibility ie ebt Sustainability Framework. IDA
15 resources ardS$42 billion over3 years of whichUS$ 21 billion are for subSaharan Africa. Staff
expect to reach a disbursement levelU8$ 7 billion for Africa in the current ¥arl1 (to end June).
Under an even disbursement profile, disbursements would k&84 billion by June 20Q (end year
2). If a more rapid disbursemewereto occurin Years 1 and Zthis would need to implyopping up
IDA 15 (or alternativelybringing forward the next IR replenishment IDA 16) in order to avoida
decline in resource transfers in Year 3yR010 to June 2011);

E Voluntary bilateral contributions to ¢h B a Wiuknérability Framework This has 3 components: the
Vulnerability Financing Facility which includethe Rapid Social Response Fuynithe Infrastructure
Recovery Assets Platforrandthe FC Private Sector Platformhich in turn comprises Trade Finance,
bank recapitalisation, microfinance and an infrastructure facility

21. The current positiors:
E The Development Committee at eAgril confirmed its support foiBRD lendingof up to US$ 100

billion over the next 3 years, and for a review of the financial capacity, including the capital gagacity
the IBRDand IFC for further consideration at the 2009 Annual Meetings. IBRD leislimgv expected
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to almost treble fronyS$ 13.5billion lastfinancial year (to June 2008) tS$ 35 billion in the current
year (to endlune).

E The Development Committealso confirmed suppofor the fasttracking ofdisbursements under IDA
15, and for a similar review of the adequacy of concessional resources tgolDA countries, for
consideration at the 2009 Annual Meetings;

E The followingcontributionsto the Vulnerability Frameworkave been announced

0o Vulnerability Financing FacilityyS$ 2.73 billion (US$ 2 billion World Bank GroupUS$0.73
billion EU andbilateral);

o Infrastructure Crisis FacilityJS$50.3billion (US$45 billion WBG - US$ 15 billion a year for 3
years,US$5.3billion bilateral)

o IFC Private Sector PlatfortdS$8.65billion (US$2.45billion WBG, US$6.2billion bilateral)

(iii) African Development BarBroup (AfDB)

22. The G20 Summit agredd support

E A review of the need for a capital increase at the African Development Bank (and other Regional
Development Banks the exception was the Asian DevelopmeahBwhere the Summit agreed @2
general capital increase).

23. It was agreed at th2Z009 Annual Meetings oftte AfDB in mid-May to initiate consultationd | e adi n g,
should it be needeth a plan forageneral capital increa8and to review theesultsat the next Annual
Meetings in 200.

24. 1t was also agreed at the Annual Meetitggstablish a Joint Action Plano s upport Afri ca
systems and lending to the private sector. The 8 participating international financial and development
finance institutions, including the Africddevelopment Bank Group and the World Bank Group expect
to increase their commitment by at le&t$$ 15 billion over the next two to three years. This will
support lending to the financial sector, the private sector including small and medium entenpdises, a
infrastructure. Within this overall total the African Development Bank Group will support a number of
specific initiativesincluding an Emergency Liquidity Facilitgf US$ 1.5 billion to provide financial
support to AfDB eligible countries ah nonsoveeign operations that are suffering from lack of
liquidity due to the crisisand a Trade Finance Initiativ®ther elementf the plan include support
from the World Bank for the banking and real sectors in Africa, as above. Progress will be monitored
ona regular basis by the African Financing Partnership established at the Annual Meetings.

(iv) Howwasthe G20figure ofUS$50 billion for low-income countriesomposed andhatdoesit meanfor
Africa?

25. The G20 communiqustatedthat the actions and ds@ins taken at the Summé& wi | | US$50v i de
billion to support social protection, boost trade and safeguard development in low income countries, as
part of the significant increase in crisis support for these and other developing countrieseegidge
mar ket s 6. Tchmpssedfoft mainrelememssBR allocatios, additionalMF concessional
lending other MDBfinancing for the private sectaandtrade finance provided through theC:

E US$21 billion in SDR allocations, comprisindS$19 billion from theUS$250billion SDR allocation,
plus US$ 2 billion from a total ofUS$ 30 billion generated separately from the ratification of tfe 4
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amendment to the IMRrticles of Agreement Afri cads share (lobthisis nc ome
arounduss 8-9 billion ;

E US$10 billion in additional IMF concessional lending, comprisid§$ 6 billion in additional lending
over the next B years and a doublinof concessional lending over years 4 and 5t Afra 6 s s har e |
be aroundJS$5 billion using pastlisbursement patterns as an approximate guide;

E US$6 billion in MDB financing for the private sector in leiwcome countriesThis is composed of
US$ 4 billion from the Asian Development Bank over 2e8811, andUS$ 2 billion from the World
Bank (throughthe IBRD enclave guarantee projeatsIDA countries agreed in December 2008)
Africads share of t hiasits WA share df b0&bsthicooll illustvagvelybe t he s
aroundUS$1 billion;

E US$12 billion in trade finance provided thugh the IFC Global Trade Liquidity Funfibr low income
countriesover the next 3 yea gmplying initial finance of arountS$ 3 billion turned around-5 times
over a three year pericas explained at parak3-44). The amount provided to Africaboth low and
middle income countries is estimatd at betweenUS$ 15 billion - US$ 17.5 billion. No estimate is
availablefor what part ofthis might go to lowincome countries in Africa but a purely illustratisplit
could beUS$7.5-8.5hillion low-income andJS$7.5-8.5billion middle-income.

26. Of the G20 total of US$50 billion for all low-i nc o me c¢c o unt r iusirg the assumptiana 6 s s
above couldbe aroundUS$ 8-9 billion (SDRs) plusUS$ 5-6 billion (additional IMF concessional
lending) plusUS$ 1 billion (MDB finance for the private sectoplus US$ 7.5-8.5 billion in trade
finance The total could be in the broad regionl$$ 21.5-23.5 billion. This figure does not include
the subsequent initiatives agreed at the AfDB dainMeetingsin the framewdt of a new multi
institution Joint Action Plafipara 24above refers).

(v) What needs to happen next?
27. The main areas where quick further action is needed are
E Rapid disbursement afddtional concessional finandeom the IMFto low income countriesplus an

early decision on the proposed SDR allocation

E Fast tracking ofendingto Africa under IDA 15with a topping up of IDA 1%ndor early consideration
of an acceleratetimetable for IDA 16 in the miderm review later in 2009;

E Early, substantigl addtional and quick-disbursing voluntary contributions from bilateral donors to the
WorldBa n k 6 s V uHrameworg dnd dthiertcrysis related funds

E Rapidconsultatios on a possible general capital incremethe African Development Bank

2.2  Official Development Assistance (ODA)

28. Before the G20 Summit, the EU had alreadaffeemed its existing commitments on aid volume and
effectiveness. At the Summit leadersaférmed their commitment:

E ¢é to achieving our respective ODA pledges, including commitenent Aid for Trade, debt relief and
the Gleneagles commitments, especially toSabaran Africa.

29. At the meeting of the General Affairs and External Relations Council on 18 May the EU again re
affirmed its commitment to achieving its overall ODA targetg] @& commitment to channelling at
least 50% of collective aid increases to Africa (this second commitment is particularly important as
explained below).
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(i) What are the Gleneagles commitments?

30

31.

. A number of commitments had been made by different daaiotise time of Gleneagles, in relation

both to total aid volume, and aid to sBhharan Africa. OECD estimates at the time were that these
commitments would lead to a rise in total ODAUB$50 billion - from US$80 billion in 2004 toUS$
130hbillion in 2010- in constant 2004 prices. Some of the commitments were defined as a proportion of
GNI. Current estimates, based on lower GNI forecasts, are that the commitments imply a rise in total
ODA of US$40 billion 7 from US$ 80 billion in 2004 toUS$ 120 billion in 2010- in constant 2004

prices (or tdJS$145billion in 2010 in 2008 prices).

A number of donors had previously stated that 50% of the increase in their ODA should ge to sub
Saharan Africa. On this basis, it was estimated at Gleneagles thatrthetiments of the G8 and other
donors would lead to an increase in development assistance to Afti&$@b billion a year by 2010

(ie half of the estimatedS$50 billion global increasg)more than doubling aid to Africa compared to
2004. In practice, DA to Africa in 2004- which was not known at the time of Gleneaglesas
subsequently tabulated @S$ 29.5 billion, within which ODA to sukSaharan Africa watlS$ 26.5

billion.

(i) What has happened?

32

33.

. Total ODA has risen in cash terms frass$ 80 billion in 2004 toUS$ 120 billion in 2008. This is
broadly on track towards theuvised total ofUS$ 145 billion in para30 above(meeting current 2010
commitments now requires maintaining the 2008 rate of annual increase for 2 more yeam)er
the pictre on Africa is much more worrying. ODA to Africa has risen in cash terms {18$29.5
billion in 2004 toUS$ 42 billion (preliminary estimate) in 2008nlpractice therefore Africa has
received only about 31%JE$ 12.5billion) of the total US$40 billion) cash increase in ODA since
200471 way below the 50% assumption underlying the Gleneagles estimd®$35 billion. If Africa
had received 50% of the total increase since 2004, aid to Africa would have been @8iAb
billion higher incash termsn 2008. This indicates that the key issue is in practice one of distribution
rather than total global volume.

The DAC secretariat have calculated that delivering the Gleneagles estimate of an add8haal
billion a year (unadjusted for lower GNRould require a rise in ODA to Africeo US$ 55 billion in
2004 pricesor US$66 billion in 2008 pricesin 201Q Given thepreliminaryestimatefor 2008of US$
42 billion (as above)his would mean that Africa would need to receaweadditionalUS$ 24 billion,

or virtually all of the increase in ODA required over the next 2 years (68&$120billion to US$145
billion) to meet existing commitments. In practice arow® 5 billion of this increasehas already
been programmed for other regions, and idaweed to be rallocated to Africa in order to deliver this
total.

(i) What needs to happen next

34. The main areas where quick further action is needed are

mr [mr

Substantialncreasen ODA to Africa, in order to meet existing commitmentstotal aid volume;

Improvements to aid effectiveness, in line with the Paris Declaration and Accra Agenda for Action

35. Beyond this, it is also clear that the development of innovative financing mechansimsithin and

beyond ODA, and including revenues from carbauwlitng, is likely to become increasingly important.
A number of new climate change funding initiatives are currently under discussion as part of the
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preparations for the forthcoming UNFCCC Conference in Copenhagen (the paper prepared for the
climate changesession refers). This creates the opportunity to link the response to the economic crisis

to the response to the climate crisis, and to bring climate change and development issues closer
together.

III. Trade and Investment

36. As a group, African countrieface a decline in exports against the background of a projected overall
decline in wold trade of 9% irvolume terms irRO09(WTO estimate: OECD estimates an even higher
fall of 13% in value terms)They also face a contraction in net private flows whiati hisen to record
levels in 2008. Against this background, Africiike all other regions has a clear interest in measures
to promote trade and investment, and to resist protectionist pressures.

37. The G20 Summit agredd supporia number of measurealling into 4 basic categories

(i) Keeping trade open
38. The G20 Summit agreed:
E To refrain from raising new barriers to investment or to trade in goods and services, imposing new
export restrictions, or implementing WTO inconsistent measures to stinaxports;
E To rectify promptly any such measures;

E To minimise any negative impact on trade and investment of domestic policy actions including fiscal
policy and action in support of the financial sector;

E To promote monitoring and quarterly public reportibyg the WTO together with other relevant bodies,
of adherence to these undertakings.

39. The second WTO report on recent trade developments associated with the crisis, published on 26
Mar c h, had previously found & nohintensity pratettionem, of ¢
invol ving widespread resort to tradéomeeesentri ct i
slippage§ with increases in tariffs, new naariff measures, and more resort to trade defence measures
such as amilumping adbns. It also noted that som@ the stimulus packages which have been
i ntroduced contain el ements suchd acsondtiatieonai dsh
domestic goods and services at the expense of imports.

The OECD will also prepa complementary reports analysing the economic and trade impact oefeizteel
policy responses to the crisis. The first such report is due in June.

(i) Promotingprivate capital flows

40. The G20 Summit agreed:
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E To support action by the MDBs to levergayévate capital more effectively, including through the use of
guarantees, bond insurance and bridging finance.

41.The Joint Action Plan agreed at the AfdB Annual Meetings is specifically directed at support for
Africads f i ndlendingad thesiwate seetansvithaarstrong focus on infrastructure and
other real sectors of the economy such as agribusiness and small and medium ent&arssesl
above refersSpecificinitiatives include an AfricaME Guarantee Fund of betwee8$300-500mn.
Within the World Bank Group MIGA will provide up te)S$ 2 billion of investment guarantees
prioritising investor demand in areas such as enhanced risk mitigation and guarantee capacity for
infrastructure investments. The European Investment Bank (EIB) tsxpeacommit over EUR 2
billion of loans, equity and guarantees in-&dharan Africa over the next 3 years, mainly in support of
(public and private) infrastructure (including energy) and of the financial sector.

(iii) Renforcing trade credit
42.The G20 sammit agreed:

E To ensure availability of at leablS$ 250 billion over the next 2 years to support trade finance through
export credit and investment ag@s; and through the MDBs (this figuwehen added to thE/S$ 850
billion through the IFIs gives theshdline total ofJS$1.1 trillio n in the Summit communiqué);

E To provide voluntary contributions &fS$3-4 billion to the IFC Global Trade Liquidity Pool.

43.The IFC Pool is expected to provide upU8$ 50 billion of trade liquidity support over the next 3
years as part of the global totalld6$250billion above.The otherromponents of thelS$250billion
areexport credit and investment agencies (arouss$ 180 billion), emerging market official support
and Regional Development Bankihe US$ 50 billion is a combined figure, assuming that the IFC
contributesUS$ 1 billion, donors contributedJS$ 3 billion, and he International Banks in the
programme commityS$ 6 billion, providing initial financing ofUS$ 10 billion (with a 40:60 split
between public andrivate sectors)lt is assumed that thernoverperiod of trade finance isp t0270
daysso that each dollarfanitial financing would turn ove#d-5 times to produce total of US$ 45
billion in trade support from the Global Trade Liquidity Programphas an incrementdJS$5 billion
from the existing Global Trade Finance Programme, to produce the overall tdi&$d50 billion
above.

44.The funds available are not pa#tocated by region or income group: distribution will be demand
driven, and put irplace with the participation of the private secidfith that caveat, hin the figure
of US$50 billion it is estimaed thatUS$ 12 billion will be provided to low income countries (which
forms part of theUS$ 50 billion total for low incomecountriesi see para 2@&bove). It is also
estimated thatvithin the figure ofUS$ 50 billion, the amountprovided toAfrica, includingboth low
income and nddle income countrieswill in practice bearound 3835% of the total programmig
aroundUs$ 15 billion/US$17.5billion over the nex8 years This estimate implig initial financing of
arounduS$3.5billion, which wauld in effect be turned arour5 times over a Jear period.

45. The latest figure fowoluntary contributions to the IFC Po@ US$ 2.65 billion, including US$ 1
billion from the World Bank GroupJS$ 0.5 billion from the African Development Bank andiS$

1.15 billion from bilateral/other donorgthough latest information is that none of the donor
governments have signed as at 4iidy).

(iv) Advanaing the Doha talks
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46. The G20 Summit agreed:

E To remain committed to reaching an ambitious and balanced conclusion to the Doha Development
Round.

47. The communiqué was in this respect less detailed than the communiqué from the previous G20 Summit
in November 20 8 , whi ch had i nclude a commitment to (
modal ities that |l ead to a successful cofmhel usi o
latest report by the Director General of the WTO on 26 May 2009 stated that wéetbvdgress had
been made at a technical levelNiegotiating Groups, with a series of major international meetings

over the next two months, which would provide an opportunity fogniing the process at a political
level.

(v) What needs to happeext ?
48. The mainpointsi from the areas abovevhere quick further action is needed are:

E Action to rectify any new barriers to trade with or investment in Africa;
E Rapidimplementation of Joint Action Plan

E Signature of agreements by all donors who haveady pledged to contribute to ti@&obal Trade
Liquidity Programme; further contributions to reach funding target. Rapid disbursement of finance

E Early agreement on modalities for reaching a successfalusion to the Doh&ound.

49. Another key issue on lich there has been concern is the impact of the crisis on remittances flows.
This is addressed in the EU Council Conclusions of 18 May, which included a commitment to
enhancing the impact of remittances on development, including through the reductiansattion
costs, and a welcome for work in international fora including the G8, and towards the establishment of
an African Remittances Institute. The next step is:

E Early progress in work in international fora including the EU and G8 to facilitate dnderé¢he costs of
remittances.

IV. Financial supervision and regulation

50. Given the global impact of the crisis, Africa clearly has a shared inter@sing with the rest of the
international community in strengthened financial supervision and regoitain order to help prevent
any recurrence. Within this broad area, African institutions had ahead of the G20 Summit identified the
twin issues of tackling tax havens and assisting in the recovery of stolen assets, as particular priorities
with a directimpact on the ability of governments to develop a sound revenue base and provide basic
services African countries also called for inclusion in any discussions related to setting global codes
and standards especially in regard to regulating the finaregtdrs(successor to Basle II). In addition
they called for membership of the financial stability forum.

(i) Tax havens

51. Estimates vary on the loss of revenue from developing countries to tax havens but most estimates put
this at exceeding US$ 50 billiannually for least developed countries as a grobs loss of revenue
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occurs in two ways. The first isx evasion where income is hidden in tax havens. Improving the
exchange of information helps the authorities to tackle this dimension of theTi$gusecond is tax
avoidancda where profits are routed through tax havens to avoidQ&CD is recognised as having a
leadingrole internationallyon both these issaeBoth OECD anthe African Development Barthave
been workingn support othe AfricanTax Administration Forunestablished in 2008, in order to help
share expéence and improve eoperation between tax authorities.

52. The G20 Summit agreed:

E To take action against n@mm-oper ati ve jurisdictions, i ncludin
sanctons to protect our public finances and financial systems.

53.The associated declaration on strengthening t he
developing proposals, by end 2009, to make it easier for developing countries to secure ttseobenef
a new ceoperative tax environment

54. Directly following the communiqué, the OECD published a detailed report on progress by financial
centres around the world towards implementation of an internationally agreed standard on exchange of
information fortax purposes. The report consisted of four parts:

Jurisdictions that had substantially implemented the agreed stga@ard
Tax havens that had committed to the standard but had not yet substantially implen{80)ed it
Other financial centres that hadmmitted tdout not yet substantially implementéae standarg8);

mr m- [m [mr

Jurisdictions that had not yet committed to implementing the stafiard

55. Each of the 4 jurisdictions lféng into the last catgory as of 2 Aprihave subsequently committed to
the implementation of the standard, and to bringing forward legislati@anable them to implement
the Declaration and have now been moved into the third category above.

(i) What needs to happen n@xt
56. The main areas where quick further action is needed
E Rapidcompletion of existing OECD work on tax evasierthroughthe effective implementation of the
internationally agreed standard on exchange of information on tax purposes;

E Broadening the scope of OECD6s work to take in t

E Opening upexisting and future work to developing countriaad developing proposals to enable them
to benefit from the more transparent andoperative tax environment

E Support for the UN Stolen Assets Recovery Initiative (StAR) and other similar initiativesl @itme
preventing money laundering and illicit capital flight
IV. Systemic reforms to global governance

57. The impact of the crisis on Africa underlines vividly its stake in issues of global governance. There has
been a growing consensus that Africa nestdsnger representation in the governance arrangements of
the International Financial Institutions, other major global bodies, as well more informal arrangements,
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and this was indeed another of the key recommendations from African institutions aheads@0th
Summit. The members of the G20 itself include only one country in Afri®auth Africai though the
London Summit was also attended by the Prime Minister of Ethiopia (as the chair of NEPAD) and the
Chairperson of the African Union Commission.

(i) International Financial Institutions

58. The G20 Summit agreed on the importance of reforming the mandates, scope and governance of the
international financi al institutions to refl eci
developing economies,énl udi ng the poorest, mu st have grea
specifically, it agreetb support a number of measures including

E Implementation ofhe package of IMF quota and voice reforms agreed in April 2008 @ngletion of
the next revievof quotas by January 2011,

E Implementation ofthe first phase ofWorld Bank reforms agreedn October 2008, with further
recommendations at the next meeting on voice and representation reforms on an accelerated timescale, to
be agreed by the 2010 Spring dliegs

E With areport back to its next meeting with proposals for reforms to improve the responsiveness and
adaptability of the IFIs;

E The establishment of a new Financial Stability Board, including all G20 countries (and others as
specified).

59. The commurgqué did not refer to the composition of the G20 itself, or attendance at its next or other
future meetings.

60. The current position is:

E The International Monetary and Financial Committee (IMFC) meeting on 25 April endorsed the
importance of early action tonplement the 2008 quota and voice reforms, and commissioned further
work on the new quota formula and on the IMF governance structure before the 2009 Annual Meetings;

E Thefirst phase of reforms at the World Bank Group, including the creation of a néwontthe Board
to strengthen the representation of-Satharan Africa, is already being implemented. Degelopment
Committee on 26 April similarly agreed to accelerate work on the second phase of reforms with a view
to reaching agreement by the 2010iggpMeetings.

(i) What needs to happen next?

61. The main areas where quick action is needed are:
- Ensuring that Africa plays a full part in developing further recommendations on voice and representation
reforms at the World Bank, and further proposalsriprove the responsiveness and adaptability of the
IFls;

- Reviewing the composition of the new Financial Stability Boartd assess whether stronger African
representation is needed,;

- Clarifying the arrangements for futuG20 meetings, to ensure contindédcan representatio
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ANNEX 1: Monitoring Framework

CURRENT STATUS NEXT STEPS

|'T RESOURCES

IMF Proposed US$ 250 billion SDR allocation requires Early decision on the proposed SDR
approval by | MF Boar d o f] allocation; rapid disbursement of the
based on current IMF quotas estimated at US$ 15.6 | additional concessional finance from the
billion. IMF plans to treble concessional lending to IMF to low income countries; early
low- income countries from US$ 3 billion to US$ 9 agreement on new loan resources
billion over next 3 years. Not pre-allocated but including modalities of gold sales.
based on previous lending patterns Africa might
receive US$ 3 billion of extra US$ 6 billion. Funds
available in subsidy account but new loan
resources will be needed. Modalities of gold sales
yet to be agreed.

WORLD BANK Bank plans to treble IBRD lending to US$ 100 Fast track of lending to Africa under IDA

billion over 3 years i mostly using its non-
concessional IBRD window - and to front load IDA
15 disbursements (US$ 42 billion over 3 years of
which US$ 21 billion is pre-allocated to sub-
Saharan Africa). This may mean topping up IDA15.
Contributions of over US$ 60 billion to the
Vulnerability Framework have been announced
(including US$ 50 billion to Infrastructure Crisis
Facility): US$ 50 billion from the World Bank Group
and US$ 12 billion from the EU and bilateral
donors.

15, and early consideration of topping up
of IDA15 (or alternatively an accelerated
timetable for IDA 16);

Further early, substantial and quick-
disbursing voluntary contributions from
bil ater al donors to
Framework.

AFRICAN DEVELOPMENT
BANK

AfDB Annual Meetings agreed Joint Action Plan to
support Africadés financi
private sector, and established monitoring
arrangements. Participating institutions expect to
increase their commitments by at least US$ 15
billion over the next 2-3 years. Agreement to initiate
consultations on possible general capital increase.

Implementation of the Joint Action Plan.
Early start to consultations on possible
capital increase.

ODA

Global ODA reached record high of US$ 120 billion
in 2008. However Africa has received only around
30% of increase since 2004. Delivering the increase
estimated at Gleneagles would require increase in
ODA to Africa from US$ 42 billion in 2008 to US$
66 billion in 2010 7 which is the entire increase
needed to achieve the revised global target of US$
145 billion (some of this increase is however
already programmed for other regions).

Substantial increase in ODA to Africa, in
order to meet existing commitments on
total aid volume;

Improvements to aid effectiveness in line
with the Paris declaration and the Accra
Agenda for Action.

Il - TRADE AND INVESTMENT

KEEPING TRADE OPEN

Latest WTO report (end-March) finds no evidence
of widespread retreat to protectionism, but some
slippages including more resort to trade defence
measures and conditions in stimulus packages
favouring domestic goods/services at expense of
imports.

Early action to rectify any new barriers to
trade with or investment in Africa
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CURRENT STATUS

NEXT STEPS

Il - TRADE AND INVESTMENT (cont.)

PROMOTING
INVESTMENT

Joint Action Plan agreed at AfDB Annual meetings
will support lending to the financial sector and
private sector. Participating institutions expect to
increase commitments by at least US$ 15 billion
over next 2-3 years. Strong emphasis on
infrastructure and other real sectors of economy
such as agribusiness and small and medium
enterprise facing liquidity shortfall. See also above.

Rapid implementation of Joint Action Plan

TRADE FINANCE

The IFC Global Trade Liquidity Programme (plus
Global trade Finance Programme) is expected to
provide up to US$ 50 billion of trade liquidity
support over the next 3 years, including an
estimated US$ 15 billion-US$ 17.5 billion to Africa.
This requires initial funding of around US$ 10
billion: public sector (US$ 4 billion) and banks (US$
6 billion). Funding to date (excluding banks) around
US$ 2.65 billion including US$ 1 billion from IFC.

Signature of agreements by donors who
have already pledged to contribute to
Global Trade Liquidity Programme.
Further contributions to reach funding
target. Rapid disbursement of finance.

ADVANCING DOHA
DEVELOPMENT ROUND

Further discussion now required on modalities for
reaching successful conclusion to the Round, as
called for in G20 communiqué of November 2008

Early agreement on modalities for
reaching a successful conclusion to the
Doha Development Round.

Il - FINANCIAL SUPERVISION AND REGULATION

TAX HAVENS

OECD has published a detailed report on progress
by financial centres around world towards
implementing internationally agreed standard on
exchange of information for tax purposes. All
jurisdictions surveyed by OECD have now
committed to implementing the standard. 40 have
substantially implemented the standard; 42 have
yet to do so, including 30 tax havens and 12 other
jurisdictions.

Rapid completion of existing OECD work
on tax evasion i through the effective
implementation of the internationally
agreed standard,;

Broadening of
avoidance;

Open existing/future work to developing
countries; develop proposals to enable
them to benefit from more
transparent/cooperative tax environment;

Support for the UN Stolen Assets
Recovery Initiative (StAR) and other
initiatives aimed at preventing money
laundering and illicit capital flight.

IV -SYSTEMIC ISSUES

GOVERNANCE

Spring Meetings of IMF and World Bank agreed to
further work on new quota formula and governance
structure of IMF before 2009 Annual meetings and
to accelerate work on second phase of reforms to
governance of World Bank group with the aim of
reaching agreement by the 2010 Spring Meetings.

Ensure that Africa plays a full part in
developing further proposals
recommendations to improve the
governance of the IFls;

Review the composition of the new
Financial Stability Board;

Clarify the arrangements for future G20
meetings.
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ANNEX 2: Africa - Impact of the financial crisis
OVERALL IMPACT

1. While mast of the continent was shielded from the direct impact of the sudden stop in credit
flows and thus of bank failure, Africa is very vulnerable to the economic slowdowtcording to the

latest revision by the IMF (April 2009), growth projections have besised sharply downward and

fiscal and balance of payments measures are mounting, however a mild recovery is projected for 2010.
Growth is projected to decline from just under 5.5% in 2008 to 1.5 percent in 2009 before recovering to
about 3.75% in 2010 still below the prec r i si s | evel . oi | exportersodogro
about 5.5 percentage points to just under 1.5 as production expands only moderately amid falling oil
prices and the deceleration of roihsector growth. According to the 20@\frica Economic Outlook, the

impact of the global crisis is expected to be felt more strongly in tkexpdrting countries (and mineral
exporters) than in more diversified economies and in those exporting certain agricultural commodities
such as beveges. Inflation is expected to fall from about 11.5% in 2008 to 10.5% in 2009 and about 7%
in 20101 as commodity prices and global demand both decline.

GDP Growth
Growth is projected to decline in 2009 and to recover
mildly in 2010 . ..

(FPercent)
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Regional Economic Outlook, Sub-Saharan Africa, April 2009

2. Part of the fallout from the financialcrisis has been a precipitous decline in the prices of a
large number of basic commoditiesNonoil commodities also fell 3& on average over the
second half of 2008 and the weakness in global demand is expected to keep commodity prices low
for an extendd period of time. Investment plans in the resource sector have undergone a sharp
contraction and M&A activities across the sector that fueled FDI in the recent past have shown
signs of stalling. It is important to note that in many countries in Afdseymodities generate a
large share of government revenue. Falling demand in advanced countries will most likely lead to
the first yearly decline in world trade volumes since 1982. At the same time, the collapse in the
supply of trade finance has sharpigreased the cost of trade finance where and if it is available.
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3. The other transmission channels have been the rapid decline of financing flovetuding
external private flows, FDI, remittances and lower government revenue on account of weaker
commality exports and much lower level of economic activity. While small in global terms,
Africa has been relying increasingly on private capital inflows; the sum of FDI, portfolio
investment, commercial bank debt and bond flows reacts8%b3 billion in 2007.Moreover it is
key for most African economies external balanedjich usually have structural current account
deficits. Remittances, which represent a major source of foreign exchange and an important
income support for many households reached atinadl high ofUS$20 billion in 2009, however
thegrowth rate will be zero or negative in 2009.

Sub-Saharan Africa: Development finance overview (US$ billion)

2002 2005 2006 2007

Domestic revenue 70.5 154.4 181.5 201.8
Private flows 9.7 29.9 30.4 53.3
ODA 18.9 32.2 40.0 34.2

Total 99.1 216.5 251.9 289.3
Memo item: Remittances 5.0 9.3 12.4 19.0

Source: APFSU, Development Finance in Africa: From Monterrey to Doha (December 2008).

4. According tothe Institute of International Finance in Washington, private capital flows are
projected to decline very sharply fromS$ 929 billion in 2007 toUS$ 165 billion in 2009.
Although small in nominal terms, about half of the countries in Africa received thandJS$
200 million in FDI in 2007, making FDI an important share of total investrnebti accounted
for over 30% of investment in such roammaodity exporting countries such as Burkina Faso,
Cape Verde, The Gambia and Madagascar. According to a safreeyintry economists in the
World Bank, FDI flows are expected to decline in several countries irS8hbran Africa and
numerous projects are being cancelled, delayed or at risk of being delayed on account of
significantly lower commodity prices.

5. Porfolio outflows in the second half of 2008 partly account for large decline in stock market
indices in the larger economies such as Nigeria (45%) and South Africa (28%). The fall in
portfolio flows in South Afri c acesustairmll. IBer i ou:
the past, remittances have been stable or even cawydléral, during an economic downturn in
the recipient country. This time, as the crisis affects the source of remitianocedries such as
Nigeria has seen migrants retumiafter losing their jobs. Decline in remittances could have
significant impact on spending for social services and consumption. Kenya has, for instance
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experienced a 30% reduction in remittance flows in the last quarter of 2008. The situation is
particdarly severe in countries for which remittances represent a large share of GDP (e.g. Lesotho
where remittances are equivalent to 29% of GDP).

6. In addition, in response to their own domestic fiscal pressures, some donors may find themselves
under pressureot scale back concessional assistance on which African countries rely for
development support. The reduction of donor support to Africa will also put pressure on African
budgets as certain countries (e.g. Burundi, Rwanda) the majority of the expenditudesew
financed.

IMPACT ON MDGS AND ON POVERTY

7. The potential for a slowdown in progress towards the MDGs could be very severe in Africa
Even without the crisis, most African countries are not expected to meet most human development
MDGs although someountries, through significantly more rapid growth rates in recent years
have made good progress in reducing income povédtkperience from past crises in East Asia
and Latin America shows that growth collapses have significantly impact both on poverty
headcounts and on the depth of poverty. While no estimate is available for Aitdwige, the
economic crisis is projected to increase poverty by around 46 million people in ZB@&h
though the poverty rate is expected to decline in 2009, it wilodat a much slower pace because
of the sharply lower growth. The table below presents poverty projections for 2009 based on
current growth projections.

Short term poverty outlook
People living below the international poverty line of US$ 1.25/day (2005 PPP)

Number of people Change in number of Change
{millions) people (millions) % of population (percentage points)
2008 2009 2005-08* 2009 2008 2009 2005082 2009
East Asia and the Pacific 222.5 203.0 =31.2 =19.5 11.5 104 -1.8 =11
Europe and Central Asia 15.1 15.5 -07 04 3.2 33 -0.2 0.1
Latin America and the Caribbean 376 40.3 -25 27 6.6 7.0 -05 04
Middle East and North Africa 8.6 8.3 -0.8 -03 27 25 -0.3 -0.2
South Asia 536.3 530.6 -19.3 =57 348 33.9 -1.8 -0.9
Sub-Saharan Africa 3827 285.9 -1.9 3.2 46.7 46.0 —14 -0.7
Total 1,2028 1,183.6 —-56.9 -19.2 213 207 1.3 -0.6
Low-income countries 952.3 a947.8 -26.9 —4.5 380 372 —1.8 0.8
Middle-income countries 2621 2472 —331 -14.9 8.3 7.8 1.2 -0.5

Source: World Bank (model-based projections) .
Note: PPP = purchasing power parity
a. simple annual average change for the three year period 2005-08

8. The principal transmission channels will be via job losses, lower wage effects as well aagleclini
remittance flows. Evidence suggests that growth collapses are costly for human development
outcomes, as they deteriorate more quickly during growth decelerations than they improve during
growth accelerationsThe World Bank estimates that the crisidladd another 700,000 infant
deaths a year in Africa, a 30% increase from current levels. Declining remittances and migration
opportunities are also undermining poverty gairie impact of the financial crswill be felt on
all MDGs. Setbacks in nution, health,and education can have serious irreversible effects on
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human development outcomes. Poor African countries that are vulnerable to shocks and have the
least capacity to respond are at particular risk of falling behind.

9. This is happening whileAfrican countries are facing more challenging macroeconomic
conditions and suffered from the food and fuel crisesAs a group, African countries have
experienced in recent years much stronger macroeconomic conditions which have better equipped
the regionto deal with exogenous shocks. Since late 2007, the external environment affecting
developing countries has experienced a significant deterioration. The impact of higher import
prices and policy responses to address high food and fuel prices have dedidoificant
worsening of the macroeconomic conditions in most African countries, including higher inflation,
deteriorating fiscal and external balances and reduced levels of foreign currency reserves to cover
import costs.

10. Leaving African governmentsvith little fiscal space to cushion the effects of the crisis their
populations as weak revenue performance puts budgets under additional pressure, placing the
delivery of basic services at risk and precluding the adoption of a stimulus packaga# witho
external assistanc&Vithout assistance, households may be forced into the additional sales of
assets on which their livelihoods depend, withdrawal of their children from school, reduced
reliance on health care, inadequate diets and resulting mabwtiitie longrun consequences of
the crisis may be more severe than those observed in the short run.

11. While the growth foundations remain relatively weak and require much more investmeémt.
spite of the fact that Africa has managed to catch up witbttier developing regions in terms of
growth rates during the last decade, growth foundations remain relatively weaker with investment
as a share of GDP at 15% on average for the continent substantially lower than for other
developing regions including Sthu Asia (22%). Constraints due to weak infrastructure in
addition to other regulatory constraints have been cited as the main bottlenecks to higher
investments. Thus maintaining, constructing or rehabilitating much needed public infrastructure
such as pwer, roads, and water supply and sewerage systems is critical to sustained development
and growth.

IMPACT ON THE SUSTAINABILITY OF REFORMS AND POLITICAL STABILITY

12.Af r i c a &leng gremthavdsepartly due to hartbught reforms(including privatizatiorand
deregulation) undertaken since the 1990s. Recent examples of government responses to the
failure of private banks in the OECD, coupled with growth slowdown, may affect political support
for further reforms in Africa. Expectations among Africans tlate heightened through good
growth performance in the past decade would make it difficult for governments to coerce the
populations to tighten their belts for a crisis that is not even remotely their fault. Support for
reformsi significant reforms aretifl needed to promote stronger private sector participation in the
key infrastructure sectéris thus expected to weaken and could, in some cases, lead to political
instability especially in fragile states.
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