


EDITORIAL

The past few years have not

been easy on mankind, with
economic uncertainties, poverty
and malnutrition, epidemic dis-
eases and a rising incidence of con-
flict all combining to expose the
negative side-effects of globaliza-
tion. These and related develop-
ments have heightened a sense of
insecurity among citizens world-
wide, and crafted an international
consensus that there can be no
peace and security in our global vil-
lage without a more inclusive and
cohesive world order.

The socio-economic develop-
ments that took place around the
turn of the new millennium have
promoted a global awareness that
as the world rapidly becomes more
closely integrated, it is becoming
increasingly important to re-double
efforts to preserve international
peace and security. To achieve this,
we need to maintain economic sta-
bility and create a more develop-
ment-friendly global economic cli-
mate that can help bridge the
widening gap between rich and
poor. We must also foster tolerance
and respect for national, ethnic, and
religious diversity. And, most im-
portantly, we must aim to achieve
all this within a rules-based multi-
lateral system.

Recent developments have
underscored in particular the im-
portance of reaching the poverty
alleviation and related targets that
were adopted by the September
2000 United Nations Millennium
Summit, and reconfirmed at vari-
ous mega-summits thereafter. At
these events, in which OPEC
member countries actively partic-
ipated, world leaders emerged
united in their belief that alleviat-
ing poverty is essential for creat-
ing and maintaining a stable polit-
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ical and economic environment
for growth and development, and
thus, for preserving world peace
and security.

Only by cooperating closely
can this aim be achieved. Global
endeavors to reach the millennium
development goals (MDGs), by re-
forming institutions for global gov-
ernance and by enhancing coher-
ence in the interrelated areas of
trade, finance and development,
must be matched at the national
level by sound governance and a
firm determination to reduce
poverty and inequality. Efforts
should also be intensified to mobi-
lize the annual US$100 billion re-
quired to meet the MDGs - twice
the amount currently available for
official development assistance —
and to improve the effectiveness of
aid in order to maximize its impact
on poverty reduction.

At a time of dwindling re-
sources for development coopera-
tion, we proudly recall the decision
taken by our founding fathers to
carry on the tradition of fraternal
relations between OPEC members
and other developing countries by
providing concessional, untied fi-
nancial support — particularly to
the least developed countries -
through the OPEC Fund. This de-
cision, which was taken more than
27 years ago, was motivated by the
shared vision that fighting poverty
is a necessary investment for peace
and stability. Since that time, our
member countries have ensured a
constant stream of financing for
development — despite difficulties
they may have faced at home - in
the knowledge that without ex-
tending a helping hand to countries
in need, eventual domestic chal-
lenges could soon be compounded
by external threats to their peace
and security.
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In addition to their poverty allevia-
tion efforts, for more than 40 years
OPEC member countries have been
helping promote world peace by
ensuring the adequacy of global oil
supplies and safeguarding the sta-
bility of the international oil mar-
ket and the international economy.
This persistent effort was rewarded
with a Peace Pole Award of the Goi
Peace Foundation in January 2003.

Our member states are deeply
conscious of the growing impor-
tance of democratic multilateral-
ism and respect for religious, cul-
tural and ethnic diversity, and re-
cently played a crucial role in in-
ternational endeavors to establish a
New Global Human Order during
the 13th Meeting of the Non-
Aligned Movement (NAM), Kuala
Lumpur, Malaysia, February 2003.
At the conference, participating
heads of state stressed the need for
a broadening of developing country
involvement in global economic
norm-setting and decision-making,
and for a more inclusive interna-
tional economy that could help de-
veloping nations share in the bene-
fits of globalization.

OPEC member countries are
clearly making a valuable contribu-
tion to world peace and security —
and will continue to do so well into
the 21st century. But mankind needs
to be united in its endeavors. We
must collectively re-double our ef-
forts to reach the MDGs and lift the
two billion people living in extreme
poverty out of misery. We must
strive as one to maintain global eco-
nomic stability, and create a more
development friendly and participa-
tory international environment that
accommodates the weak and guar-
antees respect for diversity. Without
a common goal and a common will,
the prospects for this millennium
will be bleak indeed. [
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Parts of Africa are experiencing the worst food
shortages ever. While the most severe drought in
20 years is the immediate cause, the situation has
been exacerbated in many areas by civil conflict and
poor governance.
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Fund notches up
1,000t loan

pril 2003 marked an historic
A occasion for the OPEC Fund.

With the batch of fresh com-
mitments approved at the 102nd meet-
ing of its Governing Board on April 16,
the institution celebrated its 1,000t
loan approval. Announcing the achieve-
ment, Governing Board Chairman, HE
Dr. Saleh A. Al-Omair, described it as
“a milestone on the path of the Fund’s
growth,” and congratulated Board
Members, Management and Staff on
“an accomplishment they can rightly
be proud of.”

Making a difference

Reflecting on the true meaning of this
landmark figure, the Chairman noted
that the Fund’s loans had financed
“thousands of kilometers of roads,
thousands of classrooms and thousands
of hectares of land development,” as
well as countless other improvements
in the areas of health, energy, industry,
water supply and sanitation. These ef-
forts, he said, had helped ease the
movement of goods and people, facili-

tated access to jobs and
social services, educated
thousands of children,
and improved food secu-
rity, nutrition and
health services. “We have
been instrumental in
bringing improved liv-
ing standards and longer
life expectancy to not
just thousands, but mil-
lions of the world’s poor,”
he said.

A sympathetic
development partner

Dr. Al-Omair acknowledged the huge
effort behind the Fund’s achievements
and paid tribute to the institution’s
“sound policies, its integrity and its
sense of purpose.” These attributes, he
declared, were largely responsible for
the institution’s success and the high
regard with which it was held within
the wider development community.
The Chairman also remarked on the
“bonds of solidarity” that unite the

Dr. Saleh A. Al-Omair,
Chairman of the Governing Board.

Fund’s member countries with its ben-
eficiary countries. This special rela-
tionship, he said, had helped make the
Fund a unique and sympathetic devel-
opment partner.

Much remains to be done

The Chairman noted that since the
Fund’s establishment 27 years ago, it
had enjoyed “many mo-
, ments of satisfaction.”
~ £ He recalled, too, some of
§the difficulties encoun-
g tered over the years, but
'g averred, nevertheless, that
4 % the Fund had achieved
many of its objectives.
“That we have weathered
so many storms and come
so far is no mean feat,” he
stated. Looking to the fu-
ture, Dr. Al-Omair said
that the Fund should draw
on its success to muster
the energy and conviction
it needs to continue its
good work. “Among the
many lessons we have learned over the
years is that the job of development is
never done,” he concluded.

The recipient of the 1,000t loan
was the Republic of Namibia. Fund re-
sources totaling US$6.62 million will
be used to improve the country’s voca-
tional training sector. It is the Fund’s
first operation in the southern African
republic. [

975.3 Transportation

18.1
Telecommuni-
cations

622.2 Agriculture
& agro-industry

303.6 Water supply
& sewerage

258.6 Health

Sectoral distribution of public sector project loans as of December 31, 2002

(in millions of dollars)

174.7 National development banks

Education 532.1

191.6
Multisectoral

Industry 92.7
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Fund provides US$20 million in
combat hunger in Africa

ith the food crisis in Africa

food aid to

W the Fund has stepped in

with US$20 million in aid to help rush
urgently needed supplies to the most
severely affected countries. The pro-
ceeds will be disbursed through an
emergency account, set up especially
for that purpose, and channeled prima-
rily through the World Food Program
(WFP), the UN lead agency coordinat-
ing the global response to the crisis.

An unprecedented crisis

The African continent is long-suffering
in terms of drought and famine, par-
ticularly in regions south of the Sa-
hara, where people have become ac-
customed to the perpetual cycle of er-
ratic weather patterns, failed crops
and, of course, hunger. For these many
millions, the threat of starvation is
never far from the door, and, too often,
an unwelcome visitor.

The current emergency has been
triggered not just by drought, but by a
combination of other underlying prob-
lems, including internal conflict, gov-
ernance issues and the HIV/AIDS pan-
demic. In total, an estimated 30 million
people in the Horn of Africa, Southern
Africa and the Western Sahel are on the
brink of starvation.

The food shortages are believed to
be the most serious ever experienced
on the continent. Launching a global
appeal in December last year, WFP stat-
ed, “...the scope and depth of this cri-
sis is unprecedented and it will require
an unprecedented and urgent response.”
While the international donor commu-
nity has reacted generously, substantial
gaps still remain in meeting current
needs, and concern is growing over the
likelihood of even poorer yields in
forthcoming harvests.

Many regions face famine

In the Horn of Africa, Ethiopia and Er-
itrea are the worst hit, with both coun-
tries struggling to cope yet again with
the consequences of poor and delayed
seasonal rains. The resultant drought
has devastated crop and livestock pro-
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duction, creating extreme food insecu-
rity, especially among poorer families
who have not yet recovered from

the effects of the last food crisis
in 2000.

E
[}

A similar story is unfolding in South-
ern Africa, where some countries have
experienced the longest dry spell in 20
years. The drought has severely dis-
rupted the commercial farming sector,
seriously compromising production
levels and causing a steep rise in the
price of staple foods. Subsistence farm-
ers, too, have been hard hit. With little
to show for their efforts, smallholders
face having to buy food on the market,
many selling their remaining assets in
order to do so.
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The picture is also bleak in the West-
ern Sahel, especially in Mauritania,
which declared a national disaster in
September 2002. As the situation dete-
riorates, a UNICEF survey has identi-
fied widespread malnutrition among
the country’s children, in many cases
to a severe extent.

Food and other aid to
worst hit countries

Resources from the Fund’s emergency
account will be channeled to areas of
greatest need in Eritrea, Ethiopia,
Lesotho, Malawi, Mauritania, Mozam-
bique, Swaziland, Zambia and Zim-
babwe. Working closely with the re-
cipient governments in order to iden-
tify priority requirements, the Fund
will provide not only food but also
other emergency items as requested by
the concerned countries.

Waiting for food.

After several seasons
without rain, millions
of African farmers and
herdsmen are on the
brink of starvation.
The WFP has been
distributing rations
since December 2002,
but more food aid is
urgently needed in the
worst affected regions
in the Horn, the West-
ern Sahel and Southern
Africa if disaster is

to be averted. As
always in times of
famine, children are
the first to suffer.

The current action is by no means the
first time that the Fund has intervened
to supply large-scale food aid. In 1981,
when many parts of Africa were struck
by prolonged drought and famine, the
Fund contributed US$25 million to
the International Food Reserve. When
famine hit again in 1984, many coun-
tries donated food, but there was a
shortage of transport to distribute it. On
this occasion, the OPEC Fund provided
US$5 million for the purchase of vehi-
cles to speed up the delivery of food
supplies to the affected areas. [
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OPEC Fund and UNFPA launch
HIV/AIDS prevention project In
Central America and the Caribbean

the United Nations Population

Fund (UNFPA) officially launched a
joint Project for HIV/AIDS Prevention
in Central America and the Caribbean.
The event took place during the Il
Latin American and Caribbean Forum
on Sexually Transmitted Diseases and
HIV/AIDS, a week-long forum (April 7-
11) attended by more than 2,000 par-
ticipants from governments, non-gov-
ernmental and civil society organiza-
tions, as well as media and bilateral and
multilateral entities.

I n early April, the OPEC Fund and

The forum provided a fitting set-
ting for the launch, particularly as it
presented an excellent opportunity to
link the project with a number of other
initiatives in the region, and gave visi-
bility and recognition to the Fund’s ef-
forts among various partners working
on HIV/AIDS, not just in Latin Amer-
ica and the Caribbean, but worldwide.

The UNFPA and the OPEC Fund have joined
forces to combat HIV/AIDS in Central America,
especially among young people. An information
campaign will be conducted to raise awareness
of how the disease is transmitted.

Passing on the word. The UNFPA is emphasizing peer counseling in its efforts to halt the spread of
HIV/AIDS in Central America, where a large percentage of the population is young, mobile and highly vul-
nerable to infection.

Focus on youth

The primary aim of the joint initiative
is to reduce the vulnerability of young
people to HIV/AIDS in the group of
countries that has the highest level of
infection in Latin America. Belize,
Costa Rica, Guatemala, Guyana, Hon-
duras and St. Lucia all have young mi-
grant and mobile populations, who are
especially susceptible to infection as
they have the least access to reproduc-
tive healthcare, prevention informa-
tion, sexual education and counseling.

Strategic vision key
to success
The launch provided an opportunity
for the OPEC Fund and UNFPA to dis-

cuss key programmatic issues relating
to the campaign, including individual
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country strategies and the selection of
common indicators for monitoring and
evaluation. Both partners acknowl-
edged the need to adhere to consistent,
systematic methodologies to avoid du-
plication of efforts, and agreed that a
strategic vision based on coherence
was essential for developing cost-effec-
tive, productive interventions.

Other key components discussed
included fostering awareness of the dis-
ease and boosting the dissemination of
knowledge, particularly among vulnera-
ble population groups in targeted areas;
gaining political commitment from gov-
ernment agencies at a country level for
prevention efforts; sharing “best prac-
tices” at both national and regional lev-
els; and, adopting a rights-based ap-
proach that supports the empowerment
of youth, especially young women.
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Praise for the Fund’s
contribution

Central American and Caribbean coun-
try representatives expressed their sin-
cere appreciation for the support ex-
tended by the OPEC Fund in the bat-
tle against HIV/AIDS in the region,
noting that Fund assistance had made
a significant contribution to filling the
financial gaps that had hitherto hin-
dered initiatives. It was further ac-

knowledged that the efforts of individ-
ual countries acting in isolation could
not make a significant impact on con-
taining the epidemic, and that only a re-
gional project (such as the one launched
by OPEC Fund/UNFPA) would have the
capacity to bring infection rates under
control in the six affected countries.

The initiative is being financed by
a US$3.2 million grant from the OPEC
Fund along with a US$1 million contri-
bution from UNFPA. It is one of a se-

ries sponsored from the Fund’s dedicat-
ed HIV/AIDS account, which was es-
tablished in June 2001 to provide ur-
gently-needed financing for alleviation
efforts at grassroots level. To date
around US$15 million has been com-
mitted in support of regional initiatives
in Africa, Asia and the Pacific, and se-
lected Arab countries, as well as in Cen-
tral America and the Caribbean. [ ]
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Bangladesh undertakes
road upgrading with
US$10 million Fund loan

its long-standing ties with the Re-

public of Bangladesh when it signed
a US$10 million loan agreement with
the impoverished South Asian state.
Along with co-financing from the
Asian Development Bank, loan pro-
ceeds will help rehabilitate regional
and feeder roads in some of the poorest
areas of the country.

I n February, the Fund strengthened

Because of its low-lying position
and consequent susceptibility to flood-
ing, Bangladesh faces unique challenges
when it comes to establishing durable
road links. Requiring a large number of
embankments, bridges and drainage
structures, road construction is an ardu-
ous, time consuming and expensive task.

Rural roads to benefit
from strategy shift

Since the 1970s, the country has re-
ceived massive external assistance from
the major development institutions to
support implementation of a compre-
hensive road development strategy.
Until recently, the focus has been on
upgrading key transportation corridors.
As a result, a number of national and
regional highways has been paved, and
the chief cities are now linked by a net-
work of safe and reliable roads.

With the more important routes estab-
lished, emphasis has now shifted to the
rehabilitation of feeder roads, which are
vital for connecting more remote re-

gions to major stretches and highways.
Used primarily by farmers to reach
markets and social facilities, only two-
thirds of these roads have ever been
paved, a situation that acts as a serious
constraint on economic activity and
suppresses living standards.

Better links will improve
economic integration and
development

The roads targeted under the project are
located in the northwest and center
north of Bangladesh, in districts that
are home to some of the most impov-
erished people in the country. Com-
pared to other regions, industrial activ-
ity here is low because of the limita-
tions imposed by the inadequate road
network. However, with each district
containing a small industrial estate, as
well as a number of cottage industries,
such as rice milling, timber processing,
furniture making, food processing and
handloom weaving, there is clearly
strong potential for increased activity.
The primary aim of the project, there-
fore, is to promote economic develop-
ment in the concerned communities by
easing the movement of inputs and fin-
ished goods, and improving access to
markets and social services.

Rehabilitation works will entail
the reconstruction, widening and re-
shaping of five feeder roads and two
sections of the Nymensingh-Nandail
regional route. Totaling 174 km, all
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The condition of major roads in Bangladesh has
improved, but most feeder roads, particularly
those in remote regions, are still unpaved tracks.

stretches will be upgraded to double bi-
tuminous standard with a 20-year life
span, and shoulders added to accom-
modate non-motorized and slow vehi-
cle traffic. Maintenance plans will be
drawn up and implemented to ensure
the longevity of the project, and safety
elements such as warning markers,
signs and speed bumps installed.

More job opportunities

On completion, an estimated 2.75 mil-
lion people are expected to benefit from
the project. The newly-renovated roads
will afford the local population swifter,
safer transport, and allow rural com-
munities to integrate more fully with
the rest of the country. In addition, a
number of employment opportunities
will be created throughout the imple-
mentation of the project. ]
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Fund supports
vocational training for
women In Paraguay

cattered in crudely built shanty
Stowns on the outskirts of the

capital Asuncién, thousands of
Paraguay’s poor fight a daily battle for
survival. Poverty here is absolute. Most
“homes” are no more than hastily con-
structed shacks devoid of even the
most basic amenities, and hunger and
disease maintain an ominous presence.
The majority of households are headed
by women, who possess little educa-
tion and struggle to support their fam-
ilies on barely US$2 a day.

This is an all-too-common snap-
shot of many peri-urban areas in de-
veloping countries. Fortunately, thanks
to non-profit NGOs such as the Foun-
dation for the Social Promotion of Cul-
ture (FPSC), it is a picture that is be-
ginning to change. As a result of an on-
going program spearheaded by the
FPSC, and in coordination with the As-
sociation for the Promotion of
Craftswomen and Women Workers
(PROMU), hundreds of Paraguayan
women now have the chance to create
a brighter future for themselves and
their children. Through the provision
of free vocational training at a school
established by PROMU, these women
have been able to learn a trade and find
steady jobs. In April, the Fund extend-
ed a US$150,000 grant to help the
FPSC and PROMU finance the expan-
sion of the school.

FPSC and PROMU

Since 1987, the FPSC has given its un-
wavering support to projects that foster
women’s involvement within their com-
munities and boost their role in society.
Established by PROMU in 1985, the
Escuela de Formacién para Asistentes
de Empresas de Servicio® (EFAES), a
women'’s vocational training facility sit-
uated in the deprived Asuncion suburb
of Las Mercedes, is one such initiative.
Both NGOs share the vision of fighting
poverty in a long-lasting, permanent way
by empowering the poor with the tools
and education needed to become self-suf-
ficient. Over the years, vulnerable popu-
lations, not just in Paraguay, but in
needy countries around the globe, have
been able to turn their lives around thanks
to the efforts of these organizations.

Creating careers

The EFAES offers theoretical and practi-
cal training in areas such as micro-en-
terprise management, computer literacy
and business skills, as well as in the
hostelry-gastronomy trade — cooking,
restaurant services, housekeeping, recep-
tionist skills and sewing. The only pre-
requisite for acceptance into the school
is a four-year basic education, with pri-
ority accorded to the neediest women.

* School for the Training of Service
Company Assistants
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A Fund grant to the FPSC, a local NGO in Paraguay,
will help finance the expansion of a school that
provides poor women with the skills and voca-
tional training they need to become self-sufficient.

EFAES has been such a success that en-
rolment rates have increased fivefold in
only two-and-a-half years. This achieve-
ment, however, has led to over-crowd-
ed classrooms, and many applicants
must be turned away for want of space
and teaching supplies. Aims of the cur-
rent EFEAS/PROMU project, therefore,
are to enhance existing facilities so that
at least 350 additional women will be
able to attend classes.

The Fund’s grant will help con-
struct a 1,200 m?, three-story annex,
which will house four workshops, an
audio-visual room, a multipurpose hall,
a warehouse, a conference room, teach-
ers’ offices and a dining area. All ap-
propriate equipment, furniture and
teaching supplies will be purchased.
Within the framework of the existing
curriculum, new classes and short-term
courses will be created that offer an
even wider array of career choices, and
more instructors hired to handle the
extra class loads. When a student com-
pletes her training, she will receive a
qualification that is recognized by the
Ministry of Education and Culture.

On-the-job training

In order to contribute to the sustain-
ability of the project, students are given
a working post at the EFAES relating to
their field of study — something that in-
stills them with a great sense of pride
and responsibility. For instance, those
taking classes in food preparation
would work in the dining hall, while
those learning secretarial or computer
skills would be employed at the ad-
ministration office. Hours worked at
the school are then considered as “cash
payment” for tuition and/or living ex-
penses. This system enables women to
play an integral role in the school’s ac-
tivities and learn how to perform job
duties in a “real” situation — thereby
preparing them for a smooth transition
into the workplace. PROMU has taken
great pains to insure that the school
curricula keep pace with the ever-
changing needs of the job market by
obtaining regular feedback from various
food and hostelry enterprises. As the
EFAES also offers a comprehensive job
placement service, almost all graduates
are able to secure employment soon
after completing their studies. [
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OPEC Fund and Rwanda join forces
to rehabilitate power plants

the need to preserve Rwanda’s de-

pleting forests, the Fund is working
closely with the small African republic
to help develop other renewable sources
of energy. With this aim in mind, a US$5
million loan agreement was concluded
in February to co-finance rehabilitation
of three hydro-electric power plants.

I n direct response to concerns over

Use of fuelwood
no longer sustainable

Like many of its African neighbors,
Rwanda relies heavily on the use of fu-
elwood for its energy requirements. Of
the total energy consumed, over 90% is
from wood and charcoal. With trees
covering about a quarter of the coun-
try’s overall land area, it is a practice
that, until now, has been relatively sus-
tainable. Since the repatriation of over
a million refugees, however, and the
added impact of an unusually high pop-
ulation growth rate, significant imbal-
ances have emerged between consump-
tion and supply. As a result, deforesta-
tion has become widespread and, in
some areas, severe. Land degradation,
too, is a serious problem, and one that
government wishes to avoid given the
importance of the agricultural sector,
which generates about 45% of the
country’s export earnings.

Householders are by far the main
consumers of energy in Rwanda, with
the commercial sector satisfying its
needs primarily through imports. This
arrangement is a massive burden on
the economy, particularly as imports of

n - -

The turbine room. The renovated power plants will help prevent deforestation in Ruhengeri and Gisenyi
provinces by providing a reliable source of affordable energy.

petrol and diesel fuel have soared in re-
cent years, and now cost the country
upwards of US$46 million per year.

Greater efficiency sought
in energy sector

Against this background, government
has launched a 10-Year Energy Sector
Investment Program, the overriding
aim of which is to increase efficiency in
both the production and utilization of
energy, principally to help minimize its
cost to the economy. The Fund-spon-
sored project is the first priority invest-
ment under the program,
and involves the exten-
sive rehabilitation of age-
ing hydroelectric power
plants in the western
provinces of Ruhengeri
and Gisenyi.

In western Rwanda, a Fund
loan will co-finance the
rehabilitation of three
hydroelectric plants togeth-
er with the associated dams
and canals.
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The plants are currently operating well
below capacity due to worn out equip-
ment, lack of maintenance and damage
sustained from flooding. For the local
population, this means chronic power
shortages and frequent blackouts that
necessitate the use of expensive-to-op-
erate backup generators. It is a situa-
tion that compromises economic ac-
tivity and perpetuates poverty among
people who are already living in ex-
treme hardship.

Improved access
to electricity

Under the project, each plant will be
completely renovated and modernized,
and repairs made to associated dams and
all connecting canals. In order to prevent
damage to the plants’ powerhouses, ero-
sion and flood protection measures will
also be undertaken. Other components
include the construction of access roads
and workshops, and the implementation
of capacity-building schemes. As well as
raising living standards by improving ac-
cess to basic services, the project will
also foster socio-economic growth in the
beneficiary communities and create em-
ployment opportunities. |
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Loan Agreements signed

BANGLADESH. US$10 million. Road
Network Improvement and Mainte-
nance. Interest rate of 1% per
annum. Executing agency: Road and
Highways Department under the
Ministry of Communication. Loan
administrator: Asian Development
Bank (AsDB). Total cost: US$103.4
million. Cofinanciers: AsDB, govern-
ment of Bangladesh.

This loan will help finance recon-
struction of the Nymensingh-Nandail
regional route.  (See story, page 7).

HONDURAS. US$5 million. Potable
Water and Sanitation Investment. In-
terest rate of 2% per annum. Execut-
ing agency: Ministry of Finance, Mu-
nicipalities. Loan administrator: Inter-
American Development Bank (IDB).
Total cost: US$50 million. Cofinanciers:
IDB, government of Honduras.

This loan will help finance a project
to renovate water supply and sanita-
tion infrastructure, while simultane-
ously implementing institutional re-
forms and capacity building measures
to insure efficient management of the
sector. Participating communities will
create their own Water and Sanitation
Committees to help establish, publi-
cize and disseminate new policies.
Funds will be made available through
the provision of sub-loans channeled
through a Municipal Development
Trust Fund. Once the institutional
framework is put into place, a civil
works component will provide benefi-
ciary households with piped water and
install the required number of waste-
water disposal systems.

MALI. US$9 million. Ké-Macina Agri-
cultural Rehabilitation. Interest rate of
1% per annum. Executing agency: Of-
fice du Niger, autonomous entity
under the Ministry of Rural Develop-
ment and Environment. Loan adminis-
trator: Kuwait Fund for Arab Econom-
ic Development (Kuwait Fund). Total
cost: US$22.3 million. Cofinanciers:
Kuwait Fund, government of Mali.

This loan will co-finance the second
phase of a project to expand the irri-
gation network and develop rural in-
frastructure in Ké-Macina, a key rice-
growing region. Works will entail re-
habilitation of an additional 3,160 ha
and construction of a 132-km irriga-
tion system. The main irrigation canal
built under Phase | will be upgraded

and enlarged, a 100 km drainage net-
work installed, and a 70-km earth
road constructed. A social infrastruc-
ture component will include the
drilling of wells, installation of tanks
for fish farming, the construction of
two schools, two farm stores and a
small medical center, rehabilitation of
the sewerage system and installation
of electrical services.

MOZAMBIQUE. US$4 million.
Eduardo Mondlane University. Inter-
est rate of 1% per annum. Executing
agency: Eduardo Mondlane Universi-
ty. Loan administrator: Arab Bank for
Economic Development in Africa
(BADEA) Total cost: US$8.89 million.
Cofinanciers: BADEA, government of
Mozambique.

This loan supports the expansion of
the Eduardo Mondlane University,
one of the country’s pre-eminent edu-
cational facilities. Several buildings
will be constructed to house the de-
partments of Mathematics, Computer
Science and Biology. Each will be de-
signed with classrooms, laboratories,
lecture halls, computer labs and staff
offices, and furnished accordingly. A
3,600 m2 Administrative Building will
be built to centralize departments that
are currently housed in widely-scat-
tered, improvised facilities. Once com-
pleted, it is anticipated that graduates
of the university will increase by 40%,
thereby boosting the country’s pool of
qualified professionals.
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HE Mr. Célestin Kabanda, Secretary of State
for Economic Planning of Rwanda (left), and

Governing Board Chairman, HE Dr. Saleh A.
Al-Omair sign the loan agreement.

RWANDA. US$5 million. Three
Hydro-electric Power Stations Reha-
bilitation. Interest rate of 1% per
annum. Executing agency: Ministry
of Infrastructure. Loan administrator:
OPEC Fund. Total cost: US$11.3 mil-
lion. Cofinanciers: BADEA, govern-
ment of Rwanda.

This loan will help finance rehabili-
tation of three hydro-electric power
plants in the western provinces of
Ruhengeri and Gisenyi.

(See story, page 9)
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Private sector loan
agreement signed

Lanka ORIX Leasing Company Ltd.
US$5 million. The line of credit will
enable Lanka ORIX to expand its leas-
ing operations and provide longer-
term financing for small and medium-
sized enterprises (SMEs). Easier access
to term finance will benefit recipient
SMEs, thus boosting employment lev-
els and opening new opportunities for
private enterprise in Sri Lanka.

Special Food Aid
Grant Account
approved for Africa

(See story, page 5)

Private sector loan
agreement signed

DFCU Ltd. of Uganda. US$5 million.
The line of credit will assist with the
development of DFCU’s longer-term
financing and leasing business, and
enable the corporation to maintain
and expand its client base of small
and medium-sized companies. It will
also encourage private sector devel-
opment, help generate additional em-
ployment opportunities and promote
economic growth.

Technical assistance
grants approved

HONDURAS. US$100,000. This grant
will cofinance a scheme developed by
the United Nations Development Pro-
gram (UNDP), in partnership with the
Honduran Ministry of Natural Re-
sources and Development (SERNA).
The project will strengthen the na-
tional energy policy framework, plac-
ing a strong emphasis on utilizing re-
newable, more efficient fuel sources.
UNDP will provide SERNA with the
necessary technical expertise and fi-
nancial support to achieve this aim.
The grant will be drawn from the En-
ergy Account administered by the
UNDP Thematic Trust Fund for Sus-
tainable Energy (formerly UNDP En-
ergy Fund), to which the OPEC Fund
has allocated US$6 million.
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HAITI. US$110,000. This grant sup-
ports a project to develop the coun-
try’s energy sector. In 1999, the Hait-
ian government adopted a National
Environment Action Plan (NEAP),
which aims to diversify its energy
supply and utilize more environmen-
tally friendly sources. Within the
framework of NEAP, and implement-
ed in coordination with the UNDP,
the present scheme focuses on
strengthening the capacity of nation-
al and sectoral authorities to plan and
implement an integrated approach to-
wards energy development and envi-
ronmental management. The grant
will be drawn from the Energy Ac-
count administered by the UNDP
Thematic Trust Fund for Sustainable
Energy (formerly UNDP Energy
Fund), to which the OPEC Fund has
allocated US$6 million.

Agreement signed

BOSNIA AND HERZEGOVINA.
Encouragement and protection of
investment agreement.

OPEC Fund hosts IFlI
SME Working Group
Meeting

(See back-of-the-book story, page 28)

Loan agreement signed

DJIBOUTI. US$4.5 million. Nation-
al Printing Press. Interest rate of
2.5% per annum. Executing agency:
Imprimerie Nationale de Djibouti
(Djibouti National Printing Enter-
prise). Loan administrator: OPEC
Fund. Total cost: US$4.8 million. Co-
financier: Government of Djibouti.

This loan will help finance rehabili-
tation of the National Printing En-
terprise (IND), the country’s textbook
producing facility. The project will
implement capacity building meas-
ures at IND and Djibouti’s National
Education Research, Information and
Production Center (CRIPEN), and
make required infrastructural im-

provements. The IND building will
be fully rehabilitated, existing equip-
ment repaired and modern printing
presses procured. The CRIPEN facil-
ity, which undertakes lay-out and
production, will receive a 500 m2 ex-
tension. Appropriate training will be
provided to staff. Textbook produc-
tion is expected to increase from the
present level of 25,000 textbooks an-
nually to 185,000.

HE Mrs. T. A. Iremiren of the Federal Ministry
of Finance of Nigeria is welcomed to her first
session of the Governing Board by Fund
Director-General HE Dr. Y. Seyyid Abdulai.

102nd Session of the
Governing Board
held in Vienna

® Approval of seven public sector
loans worth a total of US$52.14
million and five technical assis-
tance grants totaling US$2.75 mil-
lion.

® Discussion of various matters re-
lating to the Private Sector Facil-
ity, including new investment and
pipeline proposals.

® Consideration of various financial
matters and operations under ac-
tive consideration.

Project loans approved

BOTSWANA. US$10 million.
Middlepits-Bockspits Road.

CAMBODIA. US$10 million.
Road Improvement.

GUINEA. US$1.82 million.
North Lower Guinea Small
Farmers Development, Phase II.
LEBANON. US$15 million.
Pan-Arab Highway.
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LESOTHO. US$4 million.
Maseru Water Supply.

NAMIBIA. US$6.62 million.
Entrepreneurship and Skills
Development.

SEYCHELLES. US$4.7 million.
Baie St. Anne School Construction.

The above loans have a 20-year ma-
turity, including a grace period of five
years, and carry interest rates ranging
from 1% to 4%. There is an annual
service charge of 1% on amounts
withdrawn and outstanding.

Technical assistance
grants approved

Arab Organization for Agricultural
Development (AOAD). US$200,000.
This grant will help finance an
AOAD-led Foot and Mouth Disease
(FMD) eradication campaign in 14
Arab Countries, namely, Jordan, Syria,
Iraq, Saudi Arabia, Lebanon, Kuwait,
Algeria, Oman, Bahrain, United Arab
Emirates, GSP Libyan A.J., Palestine,
Morocco and the Sudan. The first
phase is already underway and com-
prises the following activities: estab-
lishment of a laboratory for FMD di-
agnosis and the production of vac-
cines; provision of supplies and equip-
ment for national laboratories; imple-
mentation of training programs on re-
gional and national levels for veteri-
narians and technicians from affected
counties; and, organization of aware-
ness and extension activities for farm-
ers and technical staff.

Foundation for the Social Promotion
of Culture (FPSC). US$150,000.
This grant will help finance a scheme
to improve socio-economic conditions
among women in the impoverished
suburbs of Asuncion, Paraguay.

(See story, page 8)

International Center for Biosaline
Agriculture (ICBA). US$200,000.

This grant supports a research project
launched by the ICBA in cooperation
with the International Crop Research
Institute for the Semi-Arid Tropics
(ICRISAT). Over the past two years,
ICBA and ICRISAT have been evalu-
ating different genotypes of pearl mil-
let and sorghum, and will carry out
more extensive research to identify
strains with the highest nutritional
values and saline-tolerance levels.
ICBA will then conduct on-farm eval-
uations of the plants’ performance in
the United Arab Emirates, Oman,
Yemen, lran I.R. and the Sudan. »
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<« ICRISAT will follow this up with
trials at test locations in India. Found-
ed in 1998, and operational since
1999, ICBA was set up to address the
challenges facing the arid and semi-
arid regions of the world over the
scarcity of water resources for drink-
ing and agricultural purposes.

Oeuvres Hospitalieres Francgaises de
I’Ordre de Malta (OHFOM).

US$100,000. This grant will help fi-
nance the expansion of a district hos-
pital in the Togolese village of
Elavagnon, situated some 250 km
north of the capital Lomé. OHFOM,
the French branch of the Order of
Malta, will expand the existing hos-
pital by 205 m2 to house two operat-
ing theaters, and construct two new
buildings, one to serve as a 12-bed
surgical unit, and the other to ac-
commodate radiotherapy, echo-car-
diography and administrative depart-
ments. All surgical and medical sup-
plies, equipment and furniture will be
provided, as well as training for spe-
cialized staff. Low-income patients
will be able to receive treatment ei-
ther for a small fee or free of charge.

PHOTO: Early Childhood Resource Center

In April, the Fund extended a US$2 million
grant to help rebuild destroyed infrastructure
in Palestine.

Grant approved
from Special Account
for Palestine

Rehabilitation and Reconstruction of
Damaged Houses and Properties in
Palestine. US$2 million. Over the
past months, Palestinian cities have
experienced some of the worst vio-
lence since the beginning of the In-
tifada, with the widespread destruc-
tion of schools, medical centers,
roads and homes. This grant will sup-
port Phase Il of a project launched in
February 2001 by the Islamic Devel-
opment Bank to rehabilitate and re-
build destroyed infrastructure. To
date, around 29,000 homes have been

renovated, and the scope of the proj-
ect has been widened to include the
repair of damaged roads.

Research grants approved

Blind Education and Rehabilitation
Development Organization (BERDO).
US$20,000. This grant supports a
scheme to help 300 disabled people
from 148 poor communities in the
Barisal District of south-central
Bangladesh. Activities include the
formation of community groups; pro-
vision of vocational training, educa-
tional materials, medical supplies,
and free medical treatment; and, the
establishment of a revolving fund for
extending loans to small businesses
run by disabled individuals. Estab-
lished in Bangladesh in 1991, BERDO
is a non-profit NGO whose mission
is to empower the disabled by equip-
ping them with the tools and skills
needed to become self-sufficient.

Colombo Plan Secretariat. US$50,000.
This grant supports an initiative to
establish a Regional Electronic Ser-
vice (E-Service) Network among
Colombo Plan member countries in
order to help reduce the “digital di-
vide” that exists between developed
and developing countries. The aim is

to create an E-Service network with
links to chambers of commerce and
industries, business communities,
private sector institutions and com-
mercial banks. The Colombo Plan is
an inter-governmental body estab-
lished in 1951 to promote develop-
ment-oriented cooperation among
countries of the Asia-Pacific Region.

World Conservation Union.

US$100,000. This grant will help fi-
nance the attendance of participants
from developing countries at the
Fifth World Parks Congress (WPC) to
be held in Durban, South Africa from
September 8-17, 2003. The Congress,
which meets every ten years, will
provide a major global forum for set-
ting an agenda for the world’s pro-
tected areas, and bears the theme
Benefits Beyond Boundaries. Mem-
ber countries of West and Central
Asia and North Africa (WESCANA)
have formed a common platform for
collective action in environmental
conservation, and have designated
Saudi Arabia’s National Commission
for Wildlife Conservation and Devel-
opment to coordinate related pro-
grams and provide input to the WPC.
The Fund grant will help cover trav-
el and other expenses for participants
from poorer WESCANA countries.

Meetings attended by the OPEC Fund

AMMAN, JORDAN
South Center’s High Level
Policy Forum.

ROME, ITALY

Twenty-fifth Anniversary Session of
the Governing Council of the Inter-
national Fund for Agricultural Devel-
opment.

ROME, ITALY
High Level Forum on Harmonization.
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MILAN, ITALY
Forty-fourth Annual Meeting of the
Inter-American Development Bank.

WASHINGTON DC, USA
Sixty-seventh meeting of the Devel-
opment Committee. (Joint Minister-
ial Committee of the Boards of Gov-
ernors of the World Bank and the IMF
on the Transfer of Real Resources to
Developing Countries).

ABU DHABI, UAE

Thirty-second Annual Meeting of the
Arab Fund for Economic and Social De-
velopment.



DEVELOPMENT NOTES

Harmonizing policies
and procedures: the quest to

Improve aid

fficials from 26 developing na-
O tions and representatives of

dozens of bilateral and multilat-
eral aid agencies met in Rome, Febru-
ary 24-25, 2003 to examine ways to
streamline their aid policies and proce-
dures. The meeting was co-sponsored
by five multilateral development banks
(MDBs) — the World Bank, the African
Development Bank, the Asian Devel-
opment Bank, the European Bank for
Reconstruction and Development, the
Inter-American Development Bank —
and the Development Assistance Com-
mittee (DAC) of the Organization for
Economic Cooperation and Develop-
ment (OECD), and hosted by the Ital-
ian Government.

Excessive red tape thwarts
development effectiveness

The meeting came against the back-
ground of growing evidence that, over
time, the widening variety of donor re-
quirements for preparing, delivering
and monitoring development assistance
were generating excessive costs and sig-
nificantly hindering the effectiveness of
external development aid. As develop-
ment projects have proliferated, so have
the rules for administering them. Ac-
cording to the World Bank, more than
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A delegation visits a major dam project. Five multilateral banks met recently to work out ways to har-
monize development assistance, improve aid effectiveness and reduce red tape for recipient countries.

63,000 aid projects are underway in the
developing world, while a single aid re-
cipient can typically deal with 30 aid
agencies across a wide range of sectors.
A small country like Burkina Faso, for
example, was recently reported by the

PHOTO: BADEA
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United Nations to have more than 1,500
projects in progress. Another study in
1996 found that in Tanzania 600 devel-
opment projects translated into 2,400
quarterly reports a year to supervisors,
and more than 1,000 annual missions to
monitor and evaluate the work.

Concerns about the burgeoning
red tape and its consequences on aid ef-
fectiveness have mounted in recent
years, but it is only during the last two
years that harmonization efforts have
escalated. The current harmonization
initiatives have been spurred by the
Millennium Development Goals, which
were accepted in 2000, and the Monter-
rey Consensus of 2002, in which aid
donors pledged to provide increased and
more effective assistance.

The Rome meeting was co-spon-
sored by two major groups of develop-
ment institutions — the MDBs and the
DAC/OECD - which have led the latest
harmonization efforts through various
technical groups on issues such as donor
cooperation, country analytic work, »

PHOTO: BADEA



<« financial management, procurement
and environmental assessment. Similar
initiatives taken by a number of other
institutions, some of which have be-
come increasingly coordinated with the
work of the DAC/OECD or the MDBs,
include the following:

United Nations. The United Nations
Development Group agencies — the
United Nations Development Pro-
gramme, United Nations Children’s
Fund, United Nations Population Fund,
and the World Food Programme - have
been working since January 2002 on
simplification and harmonization
among themselves. Work covers issues
such as joint programming and common
principles and practices on project re-
porting, financial management modali-
ties and project monitoring. The results
of the DAC/OECD and MDB work have
been incorporated into the UN process,
which is now nearing completion.

Strategic Partnership with Africa (SPA).
The SPA, which is an informal associa-
tion of multilateral and bilateral donors
intent on supporting economic reform
programs in Africa, has carried out its
own harmonization-related activities.
These include developing common as-

sessment tools in the areas of public fi-
nancial management, and working on
coordinated and harmonized donor sup-
port for Poverty Reduction Strategy Pa-
pers in cooperation with the DAC, the
Economic Commission for Africa, the
International Monetary Fund, World
Bank and the UN.

Arab, Islamic, and OPEC Develop-
ment Institutions. The Coordination
Group of Arab National and Regional
Development Institutions, comprising
the Arab Fund, the Kuwait Fund, the
Saudi Fund, the Abu Dhabi Fund, the
Arab Bank for Economic Development
in Africa, the OPEC Fund for Interna-
tional Development, AGFUND and the
Islamic Development Bank, has been
working on harmonization since 1995.
To date, the group has developed guide-
lines covering areas such as project ap-
praisal, disbursements, post-evaluation
and the use of consultants, and has
drawn up model consultancy agree-
ments for feasibility studies, design and
supervision, and procurement of civil
works. The heads of the institutions of
the Coordination Group meet annual-
ly, and the directors of the concerned
departments meet twice a year.

Closer collaboration
promised

The final declaration of the Rome
meeting endorsed the various reports
on good practice standards and princi-
ples developed by the technical teams
of DAC/OECD and the MDBs, and
pledged to continue to identify and
disseminate new ones. The meeting
also renewed commitment to enhance
aid effectiveness by adopting a num-
ber of guiding principles and strategies
that include, among others, giving
emphasis to partner country priorities
and their specific circumstances, in-
tensifying efforts to work through del-
egated cooperation at the country
level, and providing support for coun-
try analytic work in ways that will
strengthen governments’ ability to as-
sume a greater leadership role and take
ownership of development results. The
declaration also urged recipient coun-
tries to assume a stronger lead in the
coordination of development assis-
tance, and to undertake necessary re-
forms to build capacity, adopt interna-
tional standards and apply good prac-
tices, thus enabling progressive reliance
by donors on their systems. [

DEVELOPMENT NOTES

Reforming IMF conditionality:
Has it gone far enough?

al Monetary Fund (IMF) approved

new guidelines for the conditions it
attaches to loans (conditionality) — the
first such change in nearly a quarter
century. The revision of the guidelines
was prompted by concerns over the
growing intrusiveness of such condi-
tions in recent years, as well as their
overlap with other conditions imposed
by the World Bank. Critics charged that
by imposing extensive and detailed
conditionalities, the IMF had deprived
program countries of the right to claim
ownership of their reform programs,
therefore undermining efforts to realize
genuine reforms. Other criticisms
voiced in the past over IMF condition-
alities include unequal treatment of
different countries, lack of adequate ca-
pacity to manage crises, and erroneous
policy prescriptions leading to harmful
results (e.g., insistence on deep struc-
tural reforms in cases of illiquidity).

I n September 2002, the Internation-

Unnecessary burden on
borrowing countries

Conditionality has been central to the
IMF’s involvement in financial support.
While conditions have been attached to
IMF lending since the mid-1950s, for-
mal guidelines were not developed
until 1968. These guidelines were last
revised in 1979. Initially the conditions
emphasized direct macro-economic
measures of a monetary, fiscal, and ex-
change rate nature, which were neces-
sary to deal with balance-of-payment
crises. With shifts in development
thinking in the 1980s, the number and
severity of these conditions increased
significantly. The changes were charac-
terized by a realignment of focus to-
wards promoting the supply side, par-
ticularly through an increased private
sector role, and emphasis on the inter-
connection between short-term eco-
nomic imbalances and longer-term
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structural conditions. This paradigm
shift expanded the involvement of the
IMF and broadened the area of condi-
tionality. For instance, in the 1980s,
the average lending program involved
two or three structural conditions; by
the late 1990s, this number had risen
to about fourteen. Instead of focusing
on short term imbalances, IMF condi-
tionality was stretched to cover broad-
er issues such as sustainable growth,
poverty and transition to a market
economy. This expansion has been ac-
companied by an increased overlap
with the role of the World Bank, hence
adding to the requirements that de-
veloping countries must fulfill in
order to receive financing.

IMF conditionality is implemented
through a program of action designed to
tackle the sources of macroeconomic
imbalances, and a set of monitoring
arrangements designed to ensure effec-
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Despite (or because of) the structural adjustment programs and other conditions imposed on impoverished borrowmg countries, the past decade has seen the
gap between the rich and the poor widening, not diminishing.

tive execution of the program. Monitor-
ing arrangements typically include prior
actions needed before the loan is ap-
proved by the Fund’s Board (e.g., approval
of budget, passage of laws), and perform-
ance criteria necessary to continue loan
disbursement. Performance criteria in-
volve quantitative targets for specific fi-
nancial indicators (e.g., monetary aggre-
gates, international reserves, fiscal bal-
ance), and structural conditions or
benchmarks (e.g., tariff reductions, pri-
vatization, and improved banking regu-
lations). Also as a part of the monitoring
arrangement, the IMF conducts, at pre-
specified intervals, regular reviews to as-
sess overall progress of the programs.

New guidelines offer greater
ownership and flexibility

Following extensive consultations over
a two-year period with outside groups
such as NGOs, officials from both bor-
rowing and creditor countries, and aca-
demics, the IMF released its new con-
ditionality guidelines, making some
important assertions in the following
areas:

® Increased role of ownership: Owner-
ship is recognized as a critical com-
ponent of reform programs. To this
effect, loan disbursements are now
increasingly conditional on the
achievement of results, giving greater
flexibility to governments to choose
their own means to achieve these re-

sults. Countries’ reform agendas are
encouraged to be drafted as much as
possible by the authorities rather
than by IMF staff.

More flexibility: The new guidelines
call for giving more consideration to
domestic social and political objec-
tives, and the general circumstances
of program countries. Also, the IMF
has indicated willingness to allow
more flexibility in the speed of im-
plementation by allowing the stand-
by arrangements to go beyond the
normal one year when deemed nec-
essary.

Streamlined conditionality: The new
guidelines seek to limit structural
conditions “benchmarks” to those
that are of critical macro-economic
importance for the success of the
IMF-funded reform program. Fur-
thermore, all performance clauses
have been omitted from stand-by
arrangements that do not go beyond
the first credit trench. The guide-
lines also spell out the roles of dif-
ferent types of program-related con-
ditions, including performance crite-
ria, structural benchmarks and prior
actions. The IMF claims that the
new guidelines provide better differ-
entiation between “critical” and
“non-critical” conditions.

Increased coordination and clearer
division of labor with other institu-
tions: The IMF will seek assistance
from the World Bank or other insti-
tutions on structural reforms that
are essential to the success of the
program, but judged to fall outside
its core area of expertise.
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Critics remain doubtful

The new guidelines have produced
mixed responses. Many have welcomed
the new trend towards streamlined
conditionality and greater emphasis on
ownership of economic policies, but
others have seen the new guidelines as
not going far enough. Critics have ex-
pressed concern over the lack of capac-
ity among some developing countries
to engage in effective formulation and
implementation of policies, hence
prompting the need for more flexibili-
ty and technical assistance. Some crit-
ics have also voiced doubts over the
possibility that streamlining IMF con-
ditions will simply lead to shifting
more conditions to the World Bank
(which has not streamlined its condi-
tions). Others charge that the new
guidelines do not place limits on the
number of conditions that can be at-
tached to loans, hence leaving the door
open to alternative ways — such as in-
creased monitoring and surveillance -
to try to control recipient-country ac-
tions. Finally, some argue that the new
guidelines do not provide sufficient
clarity in distinguishing between dif-
ferent types of countries, and that IMF
programs are still designed as “one-
size-fits-all”” solutions. In particular,
there is a need to allow more distinc-
tion between countries with long-term
development issues, and those with
typical short-term crises linked to cap-
ital market issues. [
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DEVELOPMENT NOTES

Non-Aligned Movement holds
13th Summit Meeting

ith the leaders of more than
W 100 countries in attendance,

the Malaysian capital Kuala
Lumpur hosted the 13th Summit of the
Non-Aligned Movement (NAM) during
the period 24-25 February, 2003. The
meeting issued a call for a new global
human order characterized by demo-
cratic multilateralism aimed at eradi-
cating the growing disparity between
rich and poor.

The Summit’s closing session
adopted several documents, including a
declaration on continuing the revital-
ization of NAM, separate statements
on lraq and Palestine, and a 76-page
final communiqué, which contained a
21-page chapter on economic issues. It

also agreed to hold the next conference
in Cuba in 2006.

The economic section of the final
Summit document covered a broad list
of topics ranging from globalization,
trade, protectionism and international
cooperation, to the participation of de-
veloping countries in global economic
decision-making.

Benefits of globalization
elude poor countries

On globalization, the communiqué ex-
pressed fears over the continued mar-
ginalization of developing countries and
the widening gap between the eco-
nomies of the South and North. It noted

The early foundations of NAM were
laid at the Bandung Conference of
1955 by a group of newly independ-
ent African and Asian states. The
conference was a first attempt to
launch cooperation among developing
countries on the basis of mutual in-
terest and respect for national sover-
eignty. These countries sought to es-
tablish their own independent identi-
ty as a group opposed to neo-colo-
nialism. The first formal Conference
of Non-Aligned Heads of State, at
which 25 countries were represented,
was convened in Belgrade in Septem-
ber 1961, largely through the initia-
tive of the then Yugoslavian President
Tito. Subsequent conferences saw in-
creasing participation by developing
countries. The 1964 Conference in
Cairo, with 47 countries in atten-
dance, featured widespread condem-
nation of Western colonialism and
the retention of foreign military in-
stallations. Thereafter, the focus shift-
ed from essentially political issues to
the advocacy of solutions to global
economic and other problems.

The Non-Aligned Movement has an
informal administrative structure

The Non-Aligned Movement — an overview

which rotates among member states.
The Summit is the occasion when
the Movement formally rotates its
Chair to the head of state of the host
country of the Summit, who then
holds office until the next Summit.
By creating the practice of a rotating
chair, the group therefore places the
onus of an administrative structure
on the country assuming the Chair.
When a country assumes the Chair,
it creates or designates an entire sec-
tion of its foreign ministry to deal
specifically with NAM issues. Since
NAM countries meet regularly at the
United Nations and conduct much of
their work there, the Chair’'s Ambas-
sador at the UN essentially functions
as the “Minister of Non-Aligned Af-
fairs.” The work of NAM often con-
sumes the activities of the Chair’s
Permanent Mission in New York. In
order to promote coordination and
cooperation between NAM and the
Group of 77 in promoting the inter-
ests of developing countries in inter-
national fora, a Joint Coordinating
Committee of the two groups was es-
tablished in 1994 and meets regular-
ly in New York. [ |
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Packing tropical fruit for “Fairtrade.” Despite WTO
promises to the contrary, protectionist trade barri-
ers continue to discriminate against agricultural
exports from developing countries.

that the barriers hampering developing
countries’ access to markets, capital and
technology had become a major source
of concern in recent years. The docu-
ment called for an equitable interna-
tional economic order that would allow
developing countries to benefit from
globalization, and underlined the need
to adopt measures to achieve this aim,
particularly through more effective par-
ticipation of the developing countries in
the processes of decision-making on
world economic matters.

Demand for greater
commitment from donors

On international cooperation for devel-
opment, the heads of state called for
new measures to revitalize and strength-
en development cooperation, particular-
ly through technical assistance. They
expressed deep concern over the declin-
ing level of Official Development Assis-
tance, the lack of concrete commit-
ments by developed countries in the
Monterrey consensus, and the continu-
ous decline in the level of contributions
to the United Nations’ regular funds.
They further stressed the need for more
effective collaboration among the Unit-
ed Nations, the Bretton Woods Institu-
tions and the World Trade Organization
(WTO) in order to promote coordination
on economic, financial, technological,
trade and development issues.

PHOTO: The Fairtrade Foundation



Addressing discrepancies in
the global trade system

On the issue of trade, the communiqué
emphasized the need to establish an
open, rules-based, accountable, trans-
parent, predictable, just, secure, equi-
table, development-oriented and non-
discriminatory global trade system. The
heads of state agreed to work towards
the realization of greater market access
for agricultural and other non-agricul-
tural exports of interest to the develop-
ing countries in multilateral negotia-
tions. They called for the full imple-
mentation of the WTO’s Doha Declara-
tion, and expressed deep concern over
the lack of progress in the WTO nego-
tiations, particularly on the subject of
special and differential treatment and
implementation issues, as well as in the
Declaration on the Trade-related As-
pects of Intellectual Property Rights
(TRIPS) Agreement and Public Health.
There was also concern over the need
to accelerate the least developed coun-
tries’ (LDCs) WTO accession process,
taking fully into account their different
stages of development and the basic
principles of special and differential
treatment, arguing also for granting
LDCs duty-free market access.

Commodity-dependent
developing countries

The heads of state expressed deep con-
cern about the negative impact of de-
clining commaodity prices on commodi-
ty-dependent developing countries and
underlined the need for building the ca-
pacity of these countries to diversify ex-
ports through financial and technical as-
sistance, international assistance for
economic diversification and sustain-
able resource management. They also
stressed the necessity of addressing
structural changes in international com-
modity markets, the instability of com-
modity prices and declining terms of
trade, as well as strengthening the ac-
tivities of the Common Fund for Com-
modities and UNCTAD to support com-
modity dependent developing countries.

The document also discussed in
length the need to address a number of
other development issues such as ex-
ternal debt, foreign direct investment,
sustainable development, food security,
science and technology, information
and communication, and South-South
cooperation. On regional issues, the dis-
cussion focused on the critical econom-
ic situation in Africa, the situation of
LDCs, landlocked developing countries
and small-island developing states. =

OTHER OPEC AID INSTITUTIONS

AGFUND building
new partnerships for
development

GFUND, the Arab Gulf Pro-
A gram for United Nations De-

velopment Organizations, is on
expansion course. In the past few years,
the Program has been quietly broaden-
ing its scope to include several new ac-
tivities, which may be seen as logical
extensions of its main objective: pro-
moting the sustainable development of
human resources.

Established in 1981 to coordinate
the financial assistance provided by the
Arab Gulf states to UN agencies, AG-
FUND places particular emphasis on
supporting projects and programs de-
signed to protect, assist and strengthen
the neediest, most vulnerable groups in
developing  countries,  especially
women and children. Since its incep-
tion, AGFUND has committed grants
in excess of US$210 million to more
than 800 projects in 127 developing
countries throughout the world.

Women and children first

In line with its special interests in de-
veloping human resources and promot-
ing the interests of women and chil-
dren, the lion’s share of AGFUND fi-
nancing has always been channeled to
organizations working to improve ac-
cess to education and vocational train-
ing, health care, food and nutrition, and
safe water and sanitation. For the peri-
od 1996-2000, education projects re-
ceived nearly 28% of all AGFUND
grants, while health projects took 17%.
With a total of 65 projects, UNICEF is
the UN agency that has received the
largest cumulative share of AGFUND
support, followed by WHO with 59 and
UNESCO with 53.

Although AGFUND has helped fi-
nance a broad pallet of projects over the
years, most of its grants have support-
ed projects that prioritized areas like
early childhood education, mother and
child health, girls’ education, or in-
come-generating activities for rural
women. The past decade has seen a
high percentage of AGFUND projects
focused on women’s needs in develop-
ing countries. Typically, these projects
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worked to raise health or literacy lev-
els, or to provide the skills, know-how
and micro-credit women recipients
needed to become self-reliant. A survey
of projects sponsored in 1996-2000,
showed that 80 projects were devoted
to meeting the needs of women or girls,
while 40 were concerned with chil-
dren’s needs.

Special help for the handicapped is
also high on AGFUND'’s agenda, as is
humanitarian aid to the victims of nat-
ural and manmade disasters. Over the
years, AGFUND has contributed to 23
major emergency aid campaigns. Most
recently, the Program contributed
US$1 million in support of UN agen-
cies working to alleviate suffering in
Iraqg, especially among children. On oc-
casion, AGFUND also organizes fund-
raising campaigns in Arab countries in
response to specific crises. In the past
two years, the Program has raised funds
for drought-stricken Africa and the
Palestinian people.

Strengthening institutional
frameworks

These days, however, AGFUND does
more than channel grants to UN agen-
cies and other organizations. Despite
the modest size of its staff, it is active-
ly promoting and strengthening a long
list of non-governmental organizations
(NGOs) in developing-countries and
has recently launched several other
schemes designed to bring about last-
ing social and economic change.

Early on, AGFUND began expand-
ing its network of development part-
ners beyond the UN organizations orig-
inally envisaged in its mandate. The
Program’s far-sighted initiator and pres-
ident, H.R.H. Prince Talal Bin Abdul
Aziz, was quick to see that investing in
local NGOs often brings the highest
development dividends.

Today, AGFUND regards strength-
ening institutional frameworks in devel-
oping countries as one of its principal ac-
tivities. Currently, the Program collabo-
rates not only with 17 UN agencies and »



<« several international and regional or-
ganizations, but also with hundreds of
NGOs and specialized development in-
stitutions, including many it helped to
create like the Arab Council for Child-
hood and Development in Cairo, the
Arab Women’s Center for Training and
Research in Tunis, or the Arab Net-
work for Non-Governmental Organiza-
tions. In recent years, AGFUND has
also expanded its list of beneficiaries to
include ministries of health and educa-
tion and other governmental bodies.

Investing in the poor

In 2001, AGFUND launched a program
to establish “banks for the poor”
throughout the Arab world. Modeled on
the Grameen Bank in Bangla-
desh, the banks provide small
or micro-loans to people who
are turned away by normal
banks for lack of collateral.
Through the new banks, they
will be able to borrow the cap-
ital they need to acquire better
materials, tools, or equipment,
or to start small businesses, or
income-generating activities.

The first AGFUND bank
for the poor, the Al-Amal
Micro-credit Bank in Yemen,
will be followed soon by other
banks in Jordan, Lebanon and
the Sudan, where licensing ne-
gotiations are already well ad-
vanced, and eventually in Mo-
rocco, Syria, Mauritania and Libya,
where the banks are still in the plan-
ning stage.

Prizes for development

Another recent AGFUND initiative is
the prestigious Development Prize,
now in its fifth year. The competition
is designed to motivate international
and regional development organiza-
tions, NGOs and individuals through
awards for the most innovative devel-
opment projects or programs. This year,
prizes will be awarded in the following
categories: “Rehabilitation and em-
ployment of refugees and displaced per-
sons”; “Protecting the child against
abuse and negligence”; and “Innovative
initiatives in poverty alleviation.”

A “gateway of opportunity”

The most exciting new activity under
the AGFUND umbrella, however, is the
Arab Open University (AOU). Conceived
as a network for “supported distance
learning,” the University will make
higher education more accessible to

learners throughout the Arab world, re-
gardless of their age, sex, or location.

Based in Kuwait, the AOU opened
its “virtual doors™ in October last year
with an initial enrolment of 4,000 stu-
dents. AOU branches and learning cen-
ters are now in operation in Kuwait and
five other countries, Bahrain, Egypt, Jor-
dan, Lebanon and Saudi Arabia. Branch-
es are slated to open in the Sudan, Syria
and Yemen in coming years, and even-
tually 22 Arab countries will be involved
in the project.

Like the banks for the poor, the
AOU is the “brain-child” of Prince Talal,
who first suggested creating a “pan-Arab
institution of higher learning based on
the concepts of open learning” back in

1976. Over the past 25 years, he has
worked unceasingly to win the support
of the Arab League and the ministers of
education in Arab states and to promote
his vision of an open system of higher
education — ““a gateway of opportunity”
— that would enable a broad spectrum of
people to pursue degrees, enhance their
professional training and qualifications,
or simply satisfy personal interests.
Prince Talal sees distance education as a
unique opportunity not only for teach-
ers, inhabitants of remote areas, or work-
ing adults, but also for Arab women, es-
pecially those barred from university
study by strict Islamic codes that make
coeducation impossible.

In 1998, a study revealed that fewer
than 50% of all qualified Arab graduates
ever matriculated and that 600,000 sec-
ondary school graduates were prevented
from attending university for lack of
study places. Furthermore, population
growth and increasing demand for high-
er education would continue to outstrip
all efforts to increase university capacity.
Speaking at the UNESCO World Con-
ference on Higher Education in June
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1998, Prince Talal proposed the estab-
lishment of an Arab open university and
asserted, ““it is imperative to search for
new alternatives to support traditional
systems and keep up with the universal
trend toward bringing about the reform
and diversification of higher education.”

Finally in 2001, UNESCO agreed
to help AGFUND make the AOU
dream a reality by providing the ex-
pertise in information technology need-
ed for optimal distance education. UN-
ESCO would help install a dedicated
satellite network to link the national
branches and permit video-conferenc-
ing and lecture transmission. In addi-
tion, UNESCO'’s experts would assist
in creating a virtual library and in staff
recruiting and training.

A close working partner-
ship with the Open University
Worldwide (OUW), then gave
the AOU access to the expert-
ise of the world’s leading insti-
tution of “supported open
learning.” This collaboration
permits the AOU to build on
the OUW'’s extensive experi-
ence in designing programs,
courses and study materials,
and in training faculty and
staff. Furthermore, the various
AOU branches will be accred-
ited and validated by the Open
University Validation Services.

AOU independent study is

transmitted not only through
textbooks and notes, but also through
lectures on cassettes or CD-ROMS
and via Internet. Unlike normal cor-
respondence courses, where learners
have no direct contact with instruc-
tors, the AOU program includes regu-
lar “tutor-assisted sessions,” designed
to promote faculty-student interaction
and create “a proactive environment
of learning.” These sessions, which
make up 25% of the program, are held
at “learning centers” offering library
facilities, personal computers, multi-
media work stations and other learn-
ing facilities.

During its initial phase, the AOU
will offer undergraduate degrees in five
programs of study, English, Business
Administration, Computer Science/In-
formation Technology, and Education/
Teacher Training as well as a graduate
degree in Education. Instruction and
study aids will be in English except in
Teacher Training, which will be offered
in Arabic. In coming years, however,
other study programs will be translated
and adapted to meet local needs and to
impart Islamic values and ethics. ]
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HRH Prince Talal Bin Abdul Aziz Al Saud believes that women and children
should be the main focus of human development efforts.
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BADEA

Loan agreements signed

SWAZILAND. US$11.68 million.
Lower Usuthu Irrigation Project
(Phase 1). Maturity of 25 years, in-
cluding a five-year grace period. Inter-
est rate of 2% per annum. This two-
phase project will promote food secu-
rity and commercial agriculture in the
Lower Usuthu River region by con-
structing an irrigation system capable
of supporting the development of a
total of 11,500 ha, mostly planted in
sugar cane. It will also provide potable
water, medical services and improved
livestock varieties.

TANZANIA. US$5.5 million. Singida
Water Supply Project. Maturity of 30
years, including a ten-year grace peri-
od. Interest rate of 1% per annum. By
providing adequate amounts of drink-
ing water for Singida, the project will
relieve current shortages and help the
town meet future demands. An in-
creased supply of good water will ex-
ercise a positive influence on the
town’s environment, public health,
and overall productivity.

A high percentage of BADEA loans helps
finance water supply projects in African
countries.

Board of Directors’
meeting held in
Marrakech, Morocco

Project loans approved

CAPE VERDE. US$4.5 million.
Rehabilitation and development of
the Picos and Engenhos river basins
on Santiago Island.
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GHANA. US$8.8 million.
Construction of the Tetteh-
Quarshie-Mamfe road.

MALI. US$2.4 million (as a supple-
mentary loan). Rehabilitation of in-
ternal roads in Bamako.

NAMIBIA. US$9.9 million.
Construction and rehabilitation of
the Aus-Rosh-Pinah road.

SENEGAL. US$10 million.
Construction of the Linguére-Matam
Road, (Phase I).

SENEGAL. US$4.2 million.
Rehabilitation of the sewerage sys-
tem in the Grand Yoff section of
Dakar.

SIERRA LEONE. US$7.2 million.
Rehabilitation and expansion of
Njala University College.

TANZANIA. US$5.6 million.
Expansion of Zanzibar State Univer-
sity, (Phase ).

UGANDA. US$9.6 million.
Construction of potable water and
sewerage systems for the towns of
Mukono and Seeta.

Technical assistance
approved

BURKINA FASO. US$400,000.
Feasibility study for the Yegueresso-
Diebougou-Leo road project.

BURKINA FASO. US$310,000.
Institutional support for the imple-
mentation of the Special Program
for Food Security.

EQUATORIAL GUINEA.
US$270,000 (as supplementary
grant). Feasibility study for the Bioko
Island roads rehabilitation project.

NIGER. US$300,000.

Institutional support for the imple-
mentation of the Special Program
for Food Security.

SAO TOME AND PRINCIPE.
US$300,000. Feasibility study for a
project for the modernization and
enlargement of the S&o Tome Inter-
national Airport.

UGANDA. US$480,000.
Feasibility study for a project that
will improve potable water supply
and sanitation in eight urban areas
in Uganda.

REGIONAL. US$160,000.
Training course in fertilizer use
and irrigation management.
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REGIONAL. US$190,000.
Training program in quality control
for the cement industry.

REGIONAL. US$160,000.
Training course in the utilization
of sugar industry by-products.

REGIONAL. US$110,000.

Training course for French-speaking
African technicians in the utilization
of renewable energy in rural electri-
fication.

Loan agreement signed

MALI. US$2.4 million. Internal Roads
in Bamako. Maturity of 26 years, in-
cluding a four-year grace period. In-
terest rate of 2% per annum. The
project aims to rehabilitate heavily-
used roads within the capital city.

Islamic
Development
Bank

213th session of the
Board of Executive
Directors held

Project loans approved

AFGHANISTAN. US$4.7 million.
Construction of a women'’s
dormitory at Kabul University.

BANGLADESH. US$9.3 million.
Greater Noakhali and Chittagong
District feeder roads.

BRUNAI. US$5.2 million (as leasing
and istisna’a financing). Center for
Islamic Banking, Finance and Man-
agement, University of Brunei
Darussalam.

GAMBIA, GUINEA AND SENEGAL.
US$7.5 million. Program for agro-
pastoral development sponsored by
the Organisation pour la mise en
valeur du fleuve Gambie.

GUINEA. US$9 million.
Feeder roads construction.
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INDONESIA. US$11.3 million (as
installment sale financing).

Search and rescue (SAR) communi-
cation systems for use after air and
shipping accidents.

KAZAKHSTAN. US$9.5 million.
Rural water supply.

LEBANON. US$9.4 million.
Akkar roads construction.

MAURITANIA. US$5.7 million.
Construction of small and medium-
scale irrigation systems in Boghe.

PAKISTAN. US$7.6 million.
Water management and agricultural
development in Chaghi.

SENEGAL. US$9 million.
Support for the health sector
in Tambacounda.

SIERRA LEONE. US$4 million.
Water supply and sanitation
in rural areas.

SUDAN, THE. US$9 million.
Establishment of 22 elementary
schools in southern Sudan.

TAJIKISTAN. US$9.2 million.
Dushanbe water supply.

YEMEN. US$13.5 million.
Construction of the Al-sharg-Al
Daleel Road (Phase II).

An IsDB loan to Yemen will help that country
finance continuing efforts to upgrade its roads.

Technical assistance
grants approved

OMAN. US$1 million (as a techni-
cal assistance loan and grant). Road
master plan development study.

SIERRA LEONE. US$368,000.
Capacity building for the National
Development Bank.

TAJIKISTAN. US$324,000.
For organizing a joint investment
conference with Uzbekistan.
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UZBEKISTAN. US$232,000.
For organizing a joint investment
conference with Tajikistan.

Special assistance (Waqf
Fund) grants approved

CHINA, P.R. US$200,000.
Construction of the Shandong Muslim
Science and Technology Training Cen-
ter in Jinan City, Shandong Province.

INDIA. US$170,000.
Construction of the Fatima Girls’
Hostel in Uttar Pradesh.

MOZAMBIQUE. US$130,000.
Extension of a grant financing the
construction, equipping and comple-
tion of Islamic centers and
institutes.

RUSSIAN FEDERATION.
US$200,000. Construction of
the Manarat Nalchik School
in Nalchik City.

SRI LANKA. US$150,000.
Re-modeling, furnishing and
equipping the Al-Markaz Polyclinic
in Colombo.

REGIONAL. US$500,000.
Emergency relief assistance to
the drought-afflicted countries
in the Horn of Africa.

Import trade financing
operations approved

BANGLADESH. US$25 million.
To purchase crude and refined
petroleum products.

BANGLADESH. US$25 million.
To purchase crude and refined
petroleum products.

BANGLADESH. US$25 million.
To purchase crude and refined pe-
troleum products.

EGYPT. US$25 million.
To purchase wheat.

EGYPT. US$25 million.
To purchase wheat.

IRAN, I.R. € 6 million.

To purchase raw materials,
machinery and spare parts needed
to produce soft drinks.

JORDAN. US$5 million (as an
ITFO line of credit). To the
National Bank of Jordan.

SENEGAL. € 5 million (as an
ITFO line of credit). To purchase
crude oil for S.A.R. Senegal.
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TURKEY. US$15 million.
To purchase iron and steel scrap.

TURKEY. US$6 million.
To purchase steel sheets and coils,
as well as kitchen machines.

Export financing
operations approved

SEYCHELLES. US$4.8 million (as
BADEA export financing) for
imports of petroleum products.

TURKEY. US$20 million.
To the Turk Eximbank.

YEMEN. US$15 million.
For imports of petroleum products
from the United Arab Emirates.

Technical assistance
grants approved

AWKAF PROPERTIES INVEST-
MENT FUND. US$260,000 (from
the Technical Assistance Pool).

SUDAN, THE. US$125,300.

To the Women’s Research Center to
enhance the center’s capacity for
training women in various handicrafts.

214th session of the
Board of Executive
Directors held

Project loans approved

GUINEA. US$6.8 million (as project
loan and least developed member
country loan financing). Primary
education development (Phase III).

GUINEA. US$15.7 million (as loan
and lease financing). Acquisition of
diesel generators.

INDONESIA. US$31 million (as in-
stallment sale and istisna’a financ-
ing). Development of the Islamic
University of lain Sunan Kalijaga.

IRAN, I.R. US$46.6 million (as
lease financing). Kerman combined-
cycle power generation (Phase II).

LEBANON. US$37.5 million (as is-
tisna’a financing). Rehabilitation of
infrastructure in Southwest Beirut.

MOROCCO. US$22.7 million (as
loan and istisna’a financing).
Construction of sewerage systems
for nine centers.
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NIGER. US$4 million.
Hydro-agricultural development
project in Kehehe Tabalak.

QATAR. US$24 million (as lease
financing). Edible soybean oil.

SURINAME. US$6.5 million (as in-
stallment sale and istisna’a
financing). For the Radiotherapy
Center at the Academic Hospital of
Paramaribo (AHP).

Technical assistance
grants approved

EGYPT. US$411,000.

Feasibility study for the development
of irrigation systems in the western
Nile Delta.

IRAN, |.R. US$380,248.
Capacity-building for enhancing
welding quality at the Training and
Research Center at the Iran Univer-
sity of Science and Technology.

Special assistance (Waqf
Fund) grants approved

BULGARIA. US$250,000 (supplemen-
tary grant). Renovation and equipping
of vocational training centers and
dormitories at the Islamic Institute
of Bulgaria.

BURUNDI. US$207,000.
Construction of a school and
medical center in Bujumbura.

CHINA, P.R. US$250,000.
Construction of the Hunan
Educational Training Center,
Hunan Province.

IRAQ. US$2 million.
Humanitarian relief for the
affected population.

KENYA. US$250,000.
Construction of a high school in
Kisumu, Nyanza Province.

NIGER. US$1.1 million.
Construction of academic buildings
for girls at the Islamic University of
Niger.

TANZANIA. US$395,000.
Construction of science blocks

and funding for a coaching program
at two Islamic high schools in

Dar Es-Salaam.

Import trade
financing operations
(ITFO) approved

MALAYSIA. US$100 million.
To purchase crude oil.

Operations approved
by the IsDB President

BANGLADESH. US$65 million.
To purchase crude and refined
petroleum products.

INDONESIA. US$56 million.
For a syndicated ITFO and export
financing operation.

LEBANON. US$25 million.
To purchase petroleum products.

MAURITANIA. US$265,200.
Agricultural development in the
R’kiz Eastern Basin.

MOROCCO. US$65 million (as
two-step murabaha financing and as
two technical assistance grants
worth US$500,000). To purchase
petroleum products.

NIGER. US$2 million (as a line of
credit). To the Banque Islamique du
Niger pour le Commerce et
I’Investissement.

PAKISTAN. US$70 million.
To purchase crude oil.

PALESTINE. US$12 million.
For rehabilitation and
reconstruction projects.

TUNISIA. US$50 million.
For the purchase of grain.

TURKEY. US$15 million.
For the purchase of raw materials.

YEMEN. US$237,000.
Capacity-building for the National
Taxation Authority.

Kuwait Fund

Board of Directors
meeting held

Project loans approved

BELIZE. US$10 million.
Rehabilitation of the Golden
Stream-Big Falls-Belize/Guatemala
border road.

GRENADA. US$4.8 million.
Coastal protection and road
rehabilitation (Phase IlI).
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Re-building a sea wall. A Kuwait Fund loan
will help rehabilitate roads and bridges on
Grenada’s storm-swept east coast.

GHANA. US$16.75 million.
Construction of the 330 KV
Aboadze-Volta transmission line.

GUINEA BISSAU. US$4.5 million.
Rice development.

HONDURAS. US$7 million (as a
supplementary loan). Construction
of the El-Coyolar Dam.

TAJIKISTAN. US$12 million.
Rehabilitation of the Dushanbe
electricity distribution network.

Technical assistance
approved
MALAWI. US$670,040.

Feasibility study for the construc-
tion of the Lilongwe-Blanateer Road.

Debt relief approved

Debt relief was approved for

GHANA, MALI, NIGER, RWANDA
and TANZANIA under the Heavily
Indebted Poor Countries Initiative.

Board of Directors
meeting held

Project loan approved

EGYPT. US$33.5 million.
Construction of the Nobaria Power
Plant (Phase II).

The information in this section has been compiled

as comprehensively as possible from the sources
available.
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MEMBER STATES’® ROUNDUP

Tracking Equity Markets In the GCC:
new GIC Indices

The

he equity markets of the Gulf
T Cooperation Council (GCC) states

— Bahrain, Kuwait, Oman, Qatar,
Saudi Arabia and the United Arab Emi-
rates — have been in the spotlight in re-
cent months. On January 15, 2003, the
Gulf Investment Corporation (GIC) re-
leased a new set of composite indices
for the GCC equity markets, signaling
the first effort of its kind to bring the
performance of all the individual mar-
kets under a unified benchmark.! In ad-
dition to an overall index named “The
GIC Composite,” which is a market-
capitalization-weighted sum of the in-
dices of the six GCC countries, GIC
also released two sets of sectoral indices
covering banking and telecommunica-
tions. GIC, which was established with
contributions from the six GCC mem-
ber states in 1983, provides services
that focus on the development of pri-
vate enterprise and economic growth in
the Gulf region.
Equity trading in the six GCC states has increased

rapidly in the past few years. The new GIC indices
should give GCC stock markets an additional boost.

GCC stock markets
continue to flourish

The GCC countries have relatively
young, but rapidly growing, domestic
equity markets, with the volume of
transactions and total market capital-
ization increasing several fold over the
past few years. Total capitalization in
these markets stood at US$147 billion
in 2001, as compared to some US$67
billion in 1994. In terms of total GDP,
market capitalization in the GCC is
equivalent to about 44%, compared to
50% in other developing countries.
Today all six GCC countries have their
own equity markets, with the UAE
being the last to establish an official ex-
change in March 2000. The Kuwait
Stock Exchange has existed since the
early 1970s. Its capitalization amounts
to about 80% of GDP, and it is consid-
ered to be one of the most active mar-
kets in the region. Saudi Arabia, while
having no official stock exchange, con-
ducts its equity transactions through
an over the-counter-market, using a so-
phisticated computer-based stock
trading system sponsored by the
Saudi Arabia Monetary Agency.
The Saudi Arabian stock market
is the largest in the region (and in
the Arab world) with total market
capitalization of more than US$70
billion. In the past, the market has
been dominated by domestic in-
stitutional investors, but it has re-
cently seen significant opening to
foreign investors.

Insufficient monitoring
indices so far

Despite its growing equity mar-
kets, the GCC region has until re-
cently lacked reliable region-wide
indices with consistent and univer-
sally accepted calculation method-
ologies. A number of local invest-
ment firms have attempted to con-
struct such indices but with limit-
ed success. The new GIC indices
weigh the share of their underlying
stocks by market valuation (capi-
talization) in what is known as cap-
italization-weighted, total return
methodology. The indices take into
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account, not only the current price fluc-
tuations of individual stocks, but also
their dividend distributions assuming
that they would be reinvested. Many re-
gional and international indices, includ-
ing Standard and Poor’s and Morgan
Stanley Capital International, use the
same methodology. This approach is
considered to more accurately reflect the
actual performance than if dividend dis-
tributions were ignored.

The role of the new
GIC Composite

The GIC Composite Index has 90 com-
panies with a combined market capi-
talization of about US$73 billion (after
excluding government ownership from
its constituent companies) and a daily
trading volume that averaged US$108
million over the period October-De-
cember, 2002. The companies repre-
sented in the indices are selected on
two criteria: their actual trading liquid-
ity — therefore large ownership transfer
transactions are excluded — and having
a fair representation of the stock mar-
ket of each country in terms of capi-
talization. The selected equities will
undergo quarterly reviews to guarantee
adherence to the established criteria,
hence ensuring the continued reliabili-
ty of the indices in mirroring market
developments.

Beside its technical superiority to
simple price indices, the new indices,
by having a regional coverage, will pro-
vide an invaluable performance bench-
mark. They will serve as a benchmark
for investors to evaluate the perform-
ance of different regions and money
managers. They will also provide in-
vestors with a historical perspective on
regional equities in terms of returns
volatility and correlations. This per-
spective is crucial and necessary in
guiding asset allocation strategies. Fi-
nally, these indices should help attract

1 Within the span of a few weeks after the
release of the GIC index, Dow Jones
Company announced similar plans to
create its own GCC composite index to
supplement its newly established Islam-
ic Market Titans 100 index.
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foreign investors to the region by pro-
viding transparent and standardized
benchmarks.

As for the GCC equity markets,
they are expected to play an important
role in boosting economic diversifica-
tion efforts and strengthening the pri-
vate sector. Equity markets help mo-
bilize resources (and in the case of
GCC markets, attract the substantial

savings held abroad) and provide need-
ed capital for the private sector. They
are also an important requirement for
moving ahead with privatization pro-
grams and other structural reform ef-
forts.

There are, however, a number of
remaining challenges facing the equity
markets in GCC countries. There is a
need for improved regulatory and su-
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|.R. Iran: Privatizing
national banks

s part of ongoing reforms in the
financial sector, Iranian author-
ities have announced new
plans to privatize national banks in I.R.
Iran. The decision, taken in January
2003, will turn over all but one (the
National Bank of Iran or Bank Melli
Iran) of the state-owned banks to the

private sector. The recent announce-
ment revealed few of the details of the
operational plan for privatization, but it
is understood that shares will soon be
floated on the Tehran Stock Exchange.
The first two institutions expected to
be sold are Bank Saderat and Bank
Refah Kargaran.

The decision is part of a wider move to
liberalize the Iranian economy, which is
characterized by structural weaknesses

underlined by slow growth, low pro-
ductivity, high unemployment, dwin-
dling investment levels and rising
prices. Since 1989, the Iranian govern-
ment has sought to address these issues
with a series of Five Year Plans. These
have aimed to remove state controls,
deregulate the economy, liberalize
trade, raise non-oil revenues and attract
foreign investment. Efforts accelerated
during the period 1995-1999, with ap-
proval for the privatization of 550 of the
countrie’s 700 public companies.

Groundwork laid

Until 1999, the financial sector in Iran
was under full state control. Besides
the Central Bank and Central Insur-
ance, other public entities included ten
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pervisory frameworks within some of
the GCC member states, and for in-
creased coordination at regional level.
Also, based on the experience of many
developing economies during the late
1990s, there is a need to improve the
regulatory framework and introduce
tax measures to discourage speculative
portfolio flows and maintain private
sector confidence. ]

In March, the I.R. Iran adopted a floating exchange
rate for the Iranian dinar as part of a plan that aims
to reform the economy, liberalize trade, attract for-
eign investment and privatize banks and insurance
companies.

banks and five smaller insurance com-
panies, as well as some 20 credit enti-
ties dealing with areas such as social
security, investment, health insurance,
agricultural support and exports guar-
antees. In late 1999, rules governing
the establishment of financial institu-
tions were relaxed, thus allowing some
private credit institutions with limited
functions to be established under the
supervision of the Iranian central bank.
In mid-2001, the government author-
ized the creation of private banks, lead-
ing to the licensing of three such insti-
tutions — Karafarinan, Saman Eqtesad
and the Construction, Industry and De-
velopment Institute — with full bank-
ing functions. However, the collective
market share of these private institu-
tions stands today at only 2%.

Financial reforms not
restricted to privatization

In addition to the banking privatization
initiative, the Iranian authorities have
recently introduced a series of other re-
forms. On March 21, 2002, the ex-
change rate was unified, leading to the
elimination of the multi-tier system in
operation since 1980. The authorities
also adopted a managed floating ex-
change rate system. The transition has
been smooth with the Central Bank
seeking to maintain some stability in
the nominal rate during the period im-
mediately following the move.

Also, the law on foreign invest-
ment has been ratified, providing added
incentives to foreign investors; the re-
cently approved amendments to the
legislation on direct taxes have lowered
and simplified the corporate and per-
sonal income tax rates; and a draft law
on the value added tax has been sub-
mitted to the cabinet for approval. Re-
forms in the trade sector have focused
on further reducing non-tariff barriers »



<« and streamlining licensing proce-
dures, with the bulk of import items
now requiring licensing at the Ministry
of Commerce for recording purposes
only. The authorities have also adopt-
ed a negative list of prohibited imports.
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In its efforts to de-regulate the economy, the Iran-
ian government has decided to privatize 550 of the
country’s 700 public enterprises.

Future initiatives

Other items still under consideration
on the reform agenda will affect bank-
ing supervision and regulation, with
the authorities preparing to imple-
ment a new regulatory framework
consistent with international stan-
dards. Meanwhile, the authorities in-
tend to move gradually towards the
liberalization of deposit and lending
rates, accelerate the removal of credit
allocation controls, recapitalize the
banking system closer to the Basel-
recommended 8%, tighten bank ac-
countings rules to be consistent with
the international accounting standard,
and establish an interbank money
market. Legislation against money
laundering has recently been approved
by the cabinet and is awaiting imple-
mentation. In capital markets, items on
the agenda include the new securities
law which would strengthen the gover-
nance of the stock exchange and lead
to the creation of an independent secu-
rities commission to upgrade auditing
and disclosure standards.

The privatization of banks will
have a profound impact on the Iranian
economy by boosting growth, increasing
capital flows, and improving conditions
on the job market. It will also help re-
move some of the constraints facing the
private sector and will likely prove to be
a catalyst for the privatization of other
public sector entities. [
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Saudi Arabia
completes major
privatization step

he Saudi Telecom Company
T (STC) has sold 30% of its shares

in a public offering valued at ap-
proximately US$4 billion. With the
new offering over-subscribed by almost
240%, demand was overwhelming. The
sale has resulted in the largest traded
company in the Middle East, and rep-
resents the first initial public offering
in the Kingdom in 18 years. Saudi offi-
cials hope that the move will boost the
efficiency of the sector, create more
jobs and help improve income distribu-
tion in the Kingdom. Two thirds of the
floated shares (60 million shares repre-
senting 20% of the total) were sold at
170 Saudi riyals (US$3.46) per share to
Saudi citizens, while the remaining
third was allocated to Saudi insurance

and retirement funds. The shares,
which were listed on the Saudi Ex-
change market in February, are expect-
ed be traded at a premium due to their
attractive valuation, hence allowing
Saudi citizens to benefit from the deal.

STC has been a very profitable
state company. It posted net profits of
US$762.4 million in the first nine
months of 2002. Total assets were
US$11.4 billion on Sept. 30, 2002, but
economic studies predicted they would
swell by another 20% once the compa-
ny was listed. Since its inception in
1998, the STC has worked diligently to
transform itself into a customer-focused
organization that is capable of meeting
the telecommunication challenges of a
rapidly expanding Saudi population.

STC, the Saudi Telecom Co., has recently sold 30% of its shares. The company has been working to become
a customer-oriented enterprise, capable of meeting the Kingdom’s growing demand for telecommunica-
tions services.
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Paving the way

The history of the Kingdom’s public
telecommunication sector dates back
to 1952 when the Ministry of Com-
munications was established to over-
see postal and telecommunications
services, roads, railways, and all other
communications operations in Saudi
Arabia. The role of managing the
telecommunications sector was taken
over by the Ministry of Post, Tele-
graph and Telephone in 1976. In 1998,
Saudi Arabia began privatizing
telecommunications services by pass-
ing control to the newly formed joint
stock company, the STC. With an ini-
tial capital of about SR12 billion
(US$2.7 billion), the STC was formed
as a major holding company with sev-
eral subsidiaries. Its nine-member
board was headed by the Minister of
Post, Telegraph and Telephone. In May
2001, the Saudi Cabinet approved a
bill liberalizing the telecommunica-
tions sector and opening it up to for-
eign investment and competition. The
bill included three new laws on the
regulation of the sale of stakes in the
telecommunications sector to the pri-
vate sector. The first established a
regulatory framework for the sector;
the second created the Saudi Commu-
nications Commission (SCC), respon-
sible for granting licenses to private
investors; while the third settled the
status of the STC employees who had
transferred from the Ministry of Post,
Telegraph and Telephone in 1998.

The SCC, which became opera-
tional on December 29, 2001, is re-
sponsible for regulating telephone and
internet services as well as other
media. Over the next few years, the
SCC is expected to supervise the liber-
alization of the data and mobile tele-
phone sectors, and the fixed-line net-
work. The organization is currently in
the process of establishing a timescale
for the liberalization process, and set-
ting up the main statutory regulations
and procedures.

Further privatization plans
in the pipeline

The privatization of Saudi Telecom is
part of a broader program aimed at
helping to reform and modernize the
Saudi economy. The Saudi Supreme
Economic Council is in charge of the
privatization program, specifying the
activities to be privatized and setting
out strategic plans and timetables. The

Laying gas lines. Saudi Arabia’s next milestone privatization project may be a multi-billion dollar deal

to tap the Kingdom’s enormous gas reserves.

Kingdom has previously announced
and implemented plans to privatize
many of its vital economic sectors
such as civil aviation, communica-
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tions, desalination, highway manage-
ment, railways, sports clubs, munici-
pal services, health services and gov-
ernment hotels. In its most recent
move in February 2003, the Council
further relaxed foreign investment
rules, permitting investment in new
sectors such as insurance, electricity
distribution, pipelines transportation,
and some publishing activities. The
next milestone privatization project in
Saudi Arabia is likely to be a multi-bil-
lion dollar deal with a group of global
oil companies to tap the Kingdom’s
massive gas resources. The deal, which
is estimated to involve investments of
at least US$25 billion, is currently un-
dergoing complex negotiations with
three major consortia of international
companies, and is expected to be final-
ized in the coming months. ]

Among the other candidates for privatization are
civil aviation, railways, desalination facilities,
municipal services and government-owned hotels.
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Insecticide-treated nets —
a useful tool against malaria

ith the world community
W marking “Africa Malaria

Day” on April 25, 2003, at-
tention has focused anew on a disease
that has largely been overshadowed in
the public consciousness by the escalat-
ing HIV/AIDS pandemic. Responsible
for 300 million acute illnesses and at
least one million deaths each year, how-
ever, it is a disease with an equally dire
potential to seriously undermine socio-
economic progress in endemic regions.

Roughly 40% of the world’s popu-
lation is at risk of contracting malaria,
but all but a fraction of cases occur in
sub-Saharan Africa, mostly among
young children. Efforts to fight the dis-
ease have been ongoing for many years,
but success has been limited. Malaria
parasites are becoming increasingly re-
sistant to drugs, as are disease-trans-
mitting mosquitoes to insecticides. Ad-
ditionally, despite continuing research,
the development of an effective vaccine
is still a long way off. Much hope has
been placed in the “Roll Back Malar-
ia”’1 global partnership, and in the Plan
of Action ratified by African heads of
state at the Abuja Summit of April

2000. Both these initiatives have ele-
vated awareness of the fight against
malaria and placed it high on the in-
ternational public health and develop-
ment agendas.

ITNs significantly reduce
malaria-related deaths

One of the most significant (and simple)
innovations in the field of malarialogy is
the development of insecticide-treated
mosquito nets (ITNs). Since the advent
of this new technology in the mid-1980s,
ITNs have come to be regarded as the
most appropriate tool for preventing
malaria. Tangible results have been
achieved and scientific evidence suggests
that the use of ITNs has reduced overall
mortality by about 20% in Africa. In-
deed, since the commitments made at
the Abuja Summit, almost half of the 40
malaria-endemic countries in Africa
have worked out strategic plans which
promote access to ITNs. Randomized
controlled trials show that the number
of deaths in children under five can be
significantly reduced (by around one-
fifth), while clinical episodes of Plas-

transmit malaria — even when they are used outdoors.
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modium falciparum? infection are, on
average, halved. The positive impact on
child survival is further amplified by the
indirect effect on other malaria-related
deaths, such as low birth weight, mal-
nutrition and acute respiratory infec-
tions.

Added advantages

As well as protecting individuals from
being bitten by an infected mosquito,
the insecticide impregnated in the
ITNs repels, inhibits and eventually
kills attracted vector insects. This has
the effect of lowering the parasites’
prevalence within a radius of several
hundred meters and therefore con-
tributes significantly to the protection
of the wider community. The challenge
lying ahead is to increase coverage so
as to ensure full efficacy of this pre-
ventive tool. This, however, is difficult
to achieve. Issues of accessibility, equi-
ty and sustainability must all be con-
sidered if this apparently simple inter-
vention is to be implemented success-
fully on the ground.

New technology

The problem of low re-treatment rates
of conventional ITNs is a serious im-
pediment to their effectiveness, espe-
cially in Africa. The insecticide only
lasts for a limited time, requiring the
nets to be impregnated anew at regular
intervals. This is not only inconvenient
but also costly. Urged by WHO, how-
ever, industry has developed a new
technology — the so-called ““long-lasting
insecticidal nets” (LLINSs). With a life-
span of around five years, factory pre-
treated LLINSs can be washed without
the insecticide losing its potency, so
further impregnation is not necessary.
Furthermore, because the insecticide
remains mostly hidden and is therefore
not bio-available, human exposure and
environmental contamination are con-
siderably reduced.

One product based on the latest
fiber technology is already commer-
cially available at a price of around
US$5 per net, thus making LLINs more
cost-effective than conventionally
treated nets. This is encouraging albeit



Conventional nets need to be re-impregnated at
regular intervals by dipping them in insecticide.
Even if washed repeatedly, the new LLINSs still kill
the mosquitoes and provide cheap, effective pro-
tection against malaria.
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not sufficient. Taking into account that
most households in African malaria-
risk areas do not possess any nets of
any kind (i.e., treated or not), the prob-
lem is to increase dramatically the cov-
erage rate of the latter. To appreciate
the real dimension of the challenge,
one should be aware that 260 million
nets would be needed to ensure that all
Africans at risk are somehow protect-
ed. But, because of the cost involved,
poverty is widely recognized as a major
barrier to net ownership.

A question of funding

One current debate among internation-
al experts revolves around the most ap-
propriate methods for funding the pro-
vision of nets. Several international or-
ganizations and donors seem to favor
an approach that relies on the com-
mercial market to overcome the public
sector’s inability in much of Africa to
support wide-scale procurement and
distribution. Others argue that new
funding should be targeted at the or-
ganized provision of ITNs and their re-
treatment (and eventually LLINS), in-
stead of subsidizing marketing systems.

Recent advances
offer fresh hope

In the area of research, the recent reve-
lation of the complete genomic se-
quence of Plasmodium falciparum and
its primary vector, the mosquito Ano-
pheles gambiae, raises the prospect of
developing new tailor-made insecti-
cides and mosquito repellents (as well
as other innovations such as vaccines).
It is hoped this latest breakthrough
will contribute to reviving the global
campaign to eradicate malaria, thus
helping protect the lives and health of
millions of people living in endemic
countries. ]

1 Roll Back Malaria is a global partnership
that was initiated by WHO, UNDP,
UNICEF and the World Bank in 1998. It
seeks to work with governments, other
development agencies, NGOs, and pri-
vate sector companies to reduce the
human and socio-economic costs of
malaria.

2 Plasmodium falciparum is the most dan-
gerous of the four malaria parasites.

Fund’s website receives a face-lift

The Fund’s official website has taken on a
fresh, new look, with a revamped front page
providing an elegant gateway to all the latest
news, publications and operational data.

Updated on a daily basis, the site has recently
been expanded to include a special section
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devoted to the Fund’'s HIV/AIDS Special
Account and a multimedia page featuring
short clips from the Fund’s 25t anniversary
film Sowing the Seeds of Hope.

Also of note is the Reading Room which, as
well as regular publications such as Annual Re-
ports and Newsletters, also contains a host of
other pamphlets and books on topics of in-
terest to the international development com-
munity. The latest offering is OPEC Nations
and the Global Dialogue on Sustainable
Development, a compilation of the speeches
presented by OPEC member countries at the
August 2002 World Summit on Sustainable
Development in Johannesburg, South Africa.

The Fund’s website can be found at
www.opecfund.org.
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