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Key Takeaways

ÅSectionI showsthat current adverseeconomicconditionsand the needto advancein the SDGAgenda2030require to scaleup
affordablelong-term financingwith an industrialandsocialscopewherepublicdevelopmentbankscouldplaya centralrole.

ÅThereare severalcomplementarydefinitionsof a developmentbankasthe one by EduardoFernandez-Arias,RicardoHausmannandUgo
Panizza(2020) that defineάŘŜǾŜƭƻǇƳŜƴǘbanksasgovernment-ownedfinancialinstitutions that havethe objectiveof fosteringeconomic
or socialdevelopmentby financingactivitieswith highsocialreturns.έ

ÅXuet al. (2021) definePublicDevelopmentBanks(PDB)andDevelopmentFinancingInstitutions(DFI)asfinancialinstitutionsinitiated and
steered by governmentswith the official mission to proactively orient their operations to pursue public policy objectives. These
institutions use market meansto achievedevelopmentgoals. Xu et al. (2021) set a five elementsqualificationcriteria that should be
simultaneouslymet to qualify an entity as a PDBor DFI: 1) being a stand-alone entity, 2) using the fund-reflow-seekingfinancial
instruments (loans, equity investments,guarantees)as main products and services, 3) funding sourcesgoing beyond the periodic
budgetarytransfers,4) haveproactivepublicpolicyorientation,and5) governmentsteeringof their corporatestrategy.

ÅDevelopmentbankscould addressfinancialmarket failuressuchasprocyclicalityof credit, credit misallocationdue to imperfect
information, lack of financingto high-uncertainty and high-risk innovative activities, and underfinanceof activities with large
externalities,socialorientationandpublicgoodsprovision.

ÅWhen consideringa public developmentbank, it is important to identify how this institution would addressmarket failuresnot
solvedby the privatesectorandto avoidpoliticalcaptureandgovernmentfailuresasmisallocationof credit andrent seeking.

ÅPriority functionsof public developmentbanksincludethe provisionof counter-cyclicalfinancing,support countriesand regions
within countriesthat lag behind in the developmentprocess,improvesocialdevelopment,enhancefinancialinclusion,promote
innovationandstructuraltransformation,financeinfrastructureinvestment,andsupportthe provisionof publicgoods.

ÅAmongthe availabletoolsaresubsidies,long-term capital,guarantees,equity,technicalassistanceandresearchanddevelopment.
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Key Takeaways (cont.)

ÅSectionII of the presentationusesthe databaseintegratedby Xu,Jiajun, RégisMarodon, XinshunRu,XiaomengRen,and
XinyueWu. 2021.ά²ƘŀǘarePublicDevelopmentBanksandDevelopmentFinancingInstitutions?ττQualificationCriteria,
StylizedFactsand DevelopmentTrends.έChinaEconomicQuarterlyInternational,we observedthe following elementsof
the GlobalPublic5ŜǾŜƭƻǇƳŜƴǘΩǎBanksArchitecture.

ÅThesamplecontains528PDBandDFIwith total assetsin 2020for USD22,282billion,equivalentto 26%of²ƻǊƭŘΩǎGDP.

ÅDevelopmentbanksare present in 150 out of the 193 countriesin the World, with 8 globalmultinational development
banks,100banksin Africa,118banksin America,148banksin Asia,134banksin Europe,and20banksin Oceania.

ÅThe8 globalbankshavecombinedassetsfor USD675billion or 3%of total assets. The100banksin Africahavecombined
assetsof USD188 billion, equivalentto 1%of total assetsand 8%of theŎƻƴǘƛƴŜƴǘΩǎGDP. The118 banksin Americahave
combinedassetsof USD8,845billion, equivalentto 40%of total assetsand 33%of theŎƻƴǘƛƴŜƴǘΩǎGDP. The148banksin
Asiahavecombinedassetsof USD7,275billion, equivalentto 33%of total assetsand22%of theŎƻƴǘƛƴŜƴǘΩǎGDP. The134
banksin Europehavecombinedassetsof USD5,288 billion, equivalentto 24%of total assetsand 25%of theŎƻƴǘƛƴŜƴǘΩǎ
GDP,while the 20 banksin Oceaniahavecombinedassetsof USD11 billion, equivalentto 0.05%of total assetsand1%of
theŎƻƴǘƛƴŜƴǘΩǎGDP.

ÅThepresentationprovidesmoredetailsof the banksby subregionswithin eachcontinent.

ÅClassifiedby geographicalownership,there are47multinational,370nationaland111subnationaldevelopmentbanks.

ÅClassifiedby geographicaloperation, there are 8 global, 13 regional,34 subregionaland 473 national and subnational
developmentbanks.
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Key Takeaways (cont.)

ÅClassifiedby officialmandate,there are190bankswith a generaldevelopmentflexiblemandate,while there are338banks
with a specificmandate,which include35 focusedin rural and agriculturaldevelopment,55 in export promotion, foreign
trade and overseasinvestment,35 in socialhousing,31 in infrastructure,30 in international financingof private sector
development,17 in localgovernmentand135in micro,smallandmedium-sizedenterprises.

ÅThepresentationprovidesdetailsof the countrieswith publicdevelopmentbanksby mandate.

ÅTheoldestoperatingdevelopmentbankis the GroupeCaissedesDépôtsFranceestablishedin 1816, followedby the Cassa
depositie prestiti of Italy in 1850, the BancoHipotecariodel Uruguayin 1892, and KommuneKreditof Denmarkin 1898.
Therestof the institutionswereestablishedin the XXth andXXIst centuries.

ÅThepresentationshowsthe number of public developmentbanksand developmentfinancinginstitutions establishedin
eachdecade,showingthe surgein the numberwith the reconstructionefforts after World War II and the prominenceof
investment-ledcapitalaccumulationgrowth theoriesin the 1950s.

ÅThepresentationalsoprovidesa timeline of the establishmentof the 528 institutions showingtheir date of creationand
their currentsize. It doessofor the wholesetof institutionsandsplitsthe informationby mandate.

ÅThemultiple mapsandgraphsincludedin the presentationprovidevisualsnapshotsandmore detail on the chronologyof
the Public5ŜǾŜƭƻǇƳŜƴǘΩǎBanksArchitecturearoundthe world.
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Key Takeaways (cont.)

ÅSectionIII of the presentationusesdata from 34,749privatebanksand854publicbanksintegratedby Bankscopeto comparekey
financial indicators of banks by specialization,which allows to benchmarkspecializedgovernmentalcredit institutions and
multilateralgovernmentbanks. Therewe observe,amongothers,the followinggroupaverages:

ÅTheseindicatorsshowthat publicdevelopmentbankshaverelativelylargeequity to assetsratio, which couldgivethem room to
leveragetheir position to further increasetheir credit portfolio, which is smaller,relative to assets,than the one of commercial
banks. Specializedgovernmentalcredit institutions have much larger non-performing loans ratio and relatively high cost over
assetsratio. TheReturnon Equityandthe recurringearningspowerof publicbanksarelower than thoseof privateinstitutions.

ÅSectionIVprovidesevidenceon the role of PublicDevelopmentBanksandDevelopmentFinancingInstitutions. It reviewsdifferent
casesasthe provisionof payrollcredit to formalworkersin MexicothroughFonacot.

ÅIt alsoreviewsthe provisionofCLw!Ωǎcredits,guarantees,subsidies,training, technicalassistanceand technologytransfersto the
agricultural,rural andfisherysectorsin Mexico.

ÅIt providesMusacchioet al. (2017) analysisof Corporaciónde Fomentode la Producciónde Chile(CORFO), BusinessDevelopment
Bankof Canada,GermanDevelopmentBank(KfW), BrazilianEconomic& SocialDevelopmentBank(BNDES),KoreanDevelopment
Bank,ChinaDevelopmentBankCorporation. After providinga brief historyof theseinstitutions it reviewsthe market failuresand
correspondingbanktools in eachinstitution.

Total Private Public
Specialized Governmental 

Credit Institution
Multilateral Government 

Bank
Central Bank Commercial Bank

Equity over Total Assets Ratio (%) 19.34 19.29 22.09 24.00 40.46 8.11 12.33

Loans to Assets Ratio (%) 45.07 45.05 46.36 57.30 53.05 8.94 60.30

Non-Performing Loans Ratio (%) 7.4 7.3 7.6 11.72 3.56 0 7.46

Cost over Assets Ratio (%) 4.47 4.47 4.46 4.13 1.99 1.91 3.06

Return on Equity (%) 8.20 8.22 6.42 7.36 6.35 9.31 8.30

Recurring Earnings Power (%) 2.73 2.74 2.07 2.47 1.59 1.11 1.60
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Key Takeaways (cont.)

Å It summarizesLazzariniet al. (2015), whichstudiesthe effect of loansandequity investmentsof BNDESandfind that they do not have
anyconsistenteffect on firm-levelperformanceand investment,exceptfor a reductionin financialexpendituresdue to the subsidies
accompanyingloans. In addition, BNDESdoesnot systematicallylend to underperformingfirms. Theseresults indicate that BNDES
subsidizesfirms that couldfund their projectswith other sourcesof capital.

Å It alsosummarizesSapienza(2004), which usesinformation on individualloan contractsto comparethe interest rate chargedto two
sets of companieswith identical characteristicsborrowing respectivelyfrom state-owned and privately owned banks. It finds that
State-ownedbankschargelower interest ratesthan do privatelyownedbanksto similaror identicalfirms,evenif the companyis able
to borrow more from privatelyownedbanks. It alsofinds that State-ownedbanksmostly favor firms locatedin depressedareasand
largefirms. Thelendingbehaviorof state-owned banksis affectedby the electoral resultsof the party affiliated with the bank: the
strongerthe politicalparty in the areawherethe firm isborrowing,the lower the interestratescharged.

Å It summarizesI. Sedar Dinç (2005) that provides cross-country, bank-level empirical evidence about political influences on
government-ownedbanks,showingthat they increasetheir lendingin electionyearsrelativeto privatebanks.

Å It providesa summaryof the book titled The future of National DevelopmentBanksby StephanyGriffith-Jonesand José Antonio
Ocampo(2018), where they analyzeNationalDevelopmentBanks(NDBs)in sevencountriesςChina,Germany,Brazil,Mexico,Chile,
Colombia,and Peruςand concludedthat thesebankstend to be successfuloverall. Griffith-Jonesand Ocampoconsiderthat these
bankshavebeenbroadlyefficient instrumentsof nationaldevelopmentstrategiesin their respectivecountries,andthey havehelped
to overcomemajor market failures in a flexible way. Their researchidentifies five crucial functions of NDBsin the development
process: providing counter-cyclical finance; encouraginginnovation and structural transformation; enhancingfinancial inclusion;
supporting infrastructure financing; and promoting environmentalsustainability,in particular by combatingclimate change. They
claim that NDBswere strongly counter-cyclicalin the wake of the global financial crisis. Also, they explain that NDBshave been
innovative,notably in supportingnew activitiesastechnologicaladvances,entrepreneurship,financialinclusion,and new sectorsas
renewablesandenergyefficiency.
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1. UN SDG Stimulus Plan to Deliver Agenda 2030

ÅTheglobaleconomyis facingmultiple shocksthat are threateningto further reverseprogress
on the SustainableDevelopmentGoals(SDGs). TheCOVID-19pandemic,impactsfrom the war
in Ukraine, high inflation and weak economicgrowth, tightening monetary and financial
conditions,and unsustainabledebt burdensςalongwith the escalatingclimateemergencyς
arewreakinghavocon economiesacrossthe globe.

ÅTheimpactof thesecompoundingshockson developingcountriesis aggravatedby an unfair
global financial system that is short-term oriented and crisis-prone, and that further
exacerbatesinequalities.

ÅTheburdenof debt overhangisbatteringthe economiesof manydevelopingcountries.

ÅA άƎǊŜŀǘfinanceŘƛǾƛŘŜέhas sharplycurtailed the ability of many developingcountries to
investin recovery,climateaction,andsustainabledevelopment.

ÅThehigh costof borrowingnot only inhibits investmentin the SDGs; it alsoraisesthe risk of
debt crises.

ÅHigh borrowing costs for developing countries are but one symptom of an inequitable
internationalfinancialandmonetarysystem.

https://www.un.org/sustainabledevelopment/wp-content/uploads/2023/02/SDG-Stimulus-to-Deliver-Agenda-2030.pdf

https://www.un.org/sustainabledevelopment/wp-content/uploads/2023/02/SDG-Stimulus-to-Deliver-Agenda-2030.pdf
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1. UN SDG Stimulus Plan to Deliver Agenda 2030 (cont.)

ÅTheSDGStimulusaimsto offset challengingmarketconditionsfacedby developingcountries
and accelerateprogress towards the SDGs,including through investments in renewable
energy, universal social protection, decent job creation, healthcare, quality education,
sustainablefood systems,urbaninfrastructure,andthe digital transformation.

ÅThe SDG Stimulus addressesboth short-term urgencies and the need for long-term
sustainabledevelopmentfinance. It callsfor a significantincreasein financingfor sustainable
development, to the tune of at least $500 billion per year, to be delivered through a
combinationof concessionalandnon-concessionalfinancein a mutuallyreinforcingway.

ÅTheSDGStimulusputs forward three areasfor immediateaction:

1. Tacklethe high cost of debt and risingrisksof debt distress,includingby convertingshort-
term highinterestborrowinginto long-term (morethan 30year)debt at lower interest rates.

2. Massivelyscaleup affordablelong-term financingfor development,especiallythroughpublic
development banks (PDBs), including multilateral development banks (MDBs), and by
aligningall financingflowswith the SDGs.

3. Expandcontingencyfinancingto countriesin need.
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2. Definition of Public Development Banks (PDB) and
Development Financing Institutions (DFI)
Åά5ŜǾŜƭƻǇƳŜƴǘbanksareuniquefinancialinstitutionsin under-developedcountries,specializedin providinghigh-risk,long-term financingfor

the purposeof industrialization.έPaulE. Roberts,Jr. (1971), EconomicDevelopmentandCulturalChange.

Åά5ƛǊŜŎǘŜŘcredit policiesare those that affect the distribution of a givenquantumof credit, through governmentintervention in the credit
market,amongdifferent categoriesof borrowersΧDFIshavebeenperhapsthe most commonmeansof directingcredit.έM. O. Odedokun
(1996), Journalof DevelopmentEconomics.

Åά5ŜǾŜƭƻǇƳŜƴǘbanksare government-sponsoredfinancial institutions concernedprimarily with the provision of long-term capital to the
industry.έBeatrizArmendarizde Aghion(1999), Journalof DevelopmentEconomics.

Åά5ŜǾŜƭƻǇƳŜƴǘbanksprovide a so-calledΨǇƻƭƛǘƛŎŀƭǳƳōǊŜƭƭŀΩthat usetheir leverageto influencegovernmentaldecisionsand deter adverse
eventsthat would negativelyaffect the projectsoutcome.έChristaHainz; StefanieKleimeier(2012), Journalof FinancialIntermediation.

Åά{ǘŀǘŜ-owneddevelopmentbanksare controlledby nationalgovernmentsand generallyhavea mandateto support localbusinessactivity.έ
SergioG. Lazzarini; AldoMusacchio; RodrigoBandeira-De-Mello; RosileneMarcon(2015), World Development.

ÅάbŀǘƛƻƴŀƭDevelopmentBanks(NDBs)were createdfor bridging long-term financingneed in industrializedand lessdevelopedcountries.έ
ErnaniTorres; RodrigoZeidan(2016), TheQuarterlyReviewof EconomicsandFinance.

ÅάΧthe term DB[developmentbank]will refer to anytype of financialinstitution that a nationalgovernmentfully or partiallyownsor controls
and hasbeengivenan explicit legalmandateto reachsocioeconomicgoalsin a region,sector,or market segment.έJosé DeLunaMartinez;
CarlosLeonardoVicente; AshrafBinArshad; RaduTatucu; JiyoungSong(2018), Surveyof NationalDevelopmentBanks,TheWorld Bank.

ÅάΨŘŜǾŜƭƻǇƳŜƴǘōŀƴƪǎΩrefers to non-deposit-taking development banks that are owned by a localƎƻǾŜǊƴƳŜƴǘέMichael Brei; Alfredo
Schclarek(2018), TheFutureof NationalDevelopmentBanks.

ÅάǿŜdefine development banks as government-owned financial institutions that have the objective of fostering economic or social
developmentby financingactivitieswith high socialreturns.έEduardoFernandez-Arias; RicardoHausmann; UgoPanizza(2020), Journalof
Industry,CompetitionandTrade.
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2. Definition (cont.)

ÅXu et al. (2021) define Public DevelopmentBanks(PDB)and DevelopmentFinancingInstitutions (DFI)as
financialinstitutions initiated andsteeredby governmentswith the official missionto proactivelyorient their
operationsto pursuepublicpolicyobjectives.

ÅPDBsandDFIsarefinancialinstitutionsaimedat usingmarketmeansto achievedevelopmentgoals.

ÅFollowingXuet al. (2021) a set of five qualificationcriteria shouldbe met simultaneouslyto qualifyan entity
asa PDBor DFI:

1. being a stand-alone entity, i.e., with a separatelegal status, dedicatedpersonnel,separatefinancial
statements,and is not set up to accomplisha short-term, specificgoal (helpsto distinguishPDBsand
DFIsfrom governmentcredit programs,trust funds,andspecialpurposevehicles);

2. using the fund-reflow-seekingfinancial instruments (loans,equity investments,guarantees)as main
productsandservices,rather than pure grants(assetsidehelpsto distinguishfrom centralbanks,grant-
executingagencies,andaidagencies);

3. funding sourcesgoingbeyondthe periodic budgetarytransfers(liability side helps to distinguishfrom
centralbanks,grant-executingagencies,andaidagencies);

4. the proactivepublicpolicyorientation(distinguishfrom profit-drivenfinancialinstitutions),and

5. government steering of their corporate strategy (distinguish from grassrootsinitiatives and other
institutionscreatedandmanagedby privatesector,includingnon-governmentorganizations).
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3. Categories

ÅGeographicalownership: Fundingcould come from a single State (as with national and
subnational development banks) or multiple sources (as with bilateral and multilateral
developmentbanks).

ÅGeographicaloperation: Global,Regional,Sub-regional,National,Sub-national.

ÅMandate: GeneralDevelopment(Flexible)or Specific(e.g., agriculture, export promotion,
housing,infrastructure,localgovernments,micro,smallandmedium-sizedenterprises).

ÅServices: Operate in the field of long-term finance. Theircorebusinessis to extendlong-term
loansfor financingof projectsanddevelopmentprograms. Theyhaveother financialservices
as working capital financing, venture capital financing, advisory and consulting services,
leasing,insurance,brokerageand investmentbankingservices,programsfor entrepreneurial
development, privatization, restructuring, capital market development, and provision of
technical assistance. They usually promote financial inclusion and provide preferential
conditions.

ÅRelationshipwith private financing: First-tier lending directly to users,Second-tier lending
andguaranteesto financialintermediaries,capitalmarketdevelopment.
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пΦ .ƛƭŀǘŜǊŀƭ ŀƴŘ aǳƭǘƛƭŀǘŜǊŀƭ 5ŜǾŜƭƻǇƳŜƴǘ .ŀƴƪǎΩ
Organization Models

ÅWe mentionedthat fundingcouldcomefrom a singleState,aswith nationaland
subnational development banks, or multiple sources, as with bilateral and
multilateraldevelopmentbanks.

ÅIn the caseof bilateral and multilateral developmentbanksthere are two main
organizationmodels:

1. Traditionaldivisionof shareholdersbetween borrowersand non-borrowers
that the IBRDestablished,and which a large number of institutions have
followed. In this model, the non-borrowersprovide not only paid-in capital
but also callablecapital, which effectively operatesas a kind of insurance
providedto theƛƴǎǘƛǘǳǘƛƻƴǎΩportfolios.

2. ά/ƻƻǇŜǊŀǘƛǾŜέmodel: in this case,all countriescontribute to the capitaland
canalsoborrow from the institution. Thisis the modelof the EIBandCAF.



www.bankandfinance.net

5. The Role of Development Banks in the 21th Century
Nicholas Bruck(1998)

ÅThedisciplineof developmentbankinghas its genesisin the growth theoriesand modelsof the
developmenteconomistsof the 1950ΩǎĄ the more an economyis able to saveand invest, the
greaterwill be the growth of income.

ÅThe provisionof long-term financingcould accelerategrowth, and the creation of development
bankswasconsideredthe solution to alleviatethe shortageof developmentfinancing,just asthe
World Bankhadbeencreatedto addressthis problemworldwideand the MarshallPlanhadbeen
establishedto financethe reconstructionof Europe.

ÅDevelopmentbankswere to generatea multiplier effect in activating the developmentprocess
towardstake-off.

ÅLater, they have been consideredas key instruments of planning, financing, monitoring and
evaluatingdevelopmentprojectsandprogramsthat are in accordancewith national,regional,and
internationaldevelopmentpriorities.

ÅTrendsin the world economyof economicliberalization,privatizationof publicenterprises,andthe
progressiveglobalizationof world trade financeandthe list of policieslabeledastheά²ŀǎƘƛƴƎǘƻƴ
/ƻƴǎŜƴǎǳǎέΣcoined in 1989 in responseto macroeconomicturbulence and debt crisesof the
1980s,put pressureagainstthe participationof the governmentin economicactivities.
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6. Why the World Needs National Development Banks?
Stephany Griffith-Jones and José Antonio Ocampo (2019)

ÅBycounteractingmajorshortcomingsof the privatefinancialsector,nationalandmultilateraldevelopment
banks play a crucial role in supporting economic growth. Countries that already have national
developmentbanksshouldaimto expandtheir role,while othersshouldconsiderestablishingthem.

ÅSupport for national and multilateral developmentbankshasgrown worldwide in the decadesincethe
globalfinancialcrisis. And the continuedsuccessof nationaldevelopmentbanks(NDBs),in particular,will
bevital to achievemoresustainableeconomicgrowth in the future.

ÅAlthough governmentsprovide their paid-in capital, development banks raise funds on national and
internationalcapitalmarkets. Moreover,theseōŀƴƪǎΩloansare typicallyco-financedby the privatesector,
whichisespeciallyhelpful for governmentsfacingbudgetconstraintsduringandafter economiccrises.

ÅThe World Bank and regional multilateral developmentbanks (MDBs)sharply increasedtheir lending
duringand after the 2007-2009financialcrisis. TheEuropeanInvestmentBank,the largestMDB,doubled
its paid-in capital and is playing a central role in implementing the European/ƻƳƳƛǎǎƛƻƴΩǎso-
calledJunckerPlan, whichaimedto generateϵ500billion ($561billion) of additionalinvestmentacrossthe
EuropeanUnionby the end of 2020. In addition, the recentestablishmentof two other largeMDBsςthe
AsianInfrastructureInvestmentBankand the New DevelopmentBankestablishedby the BRICScountries
(Brazil,Russia,India,China,and SouthAfrica)ςwill contribute further to a more balancedpublic-private
mix in developmentfinance.

ÅThefinancialcrisisalsopromptedsomeEuropean,African,andAsiangovernmentsto establishnew NDBs,
andother countriesto expandtheirs.

https://www.project-syndicate.org/commentary/national-development-banks-sustainable-growth-by-stephany-griffith-jones-and-jose-antonio-ocampo-2019-05

http://fdslive.oup.com/www.oup.com/academic/pdf/openaccess/9780198718116.pdf
https://ec.europa.eu/commission/priorities/jobs-growth-and-investment/investment-plan-europe-juncker-plan_en
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7. Major Views on the Roles of Development Banks
Musacchio, Lazzarini, Makhoul and Simmons (2017)

Industrial Policy Social Political

Summary of Theory Development banks are intended to finance entrepreneurship, 
industrialization, and the infrastructure necessary for the economy 
to efficiently adjust to industrialization and maximize productivity 
gains. 

Development banks are intended to insure that social concerns are 
appropriately prioritized against profit maximization and that 
resources are allocated for projects addressing socio-
environmental factors when unattractive for purely profit 
purposes. 

Development banks are used by politicians primarily to achieve 
personal objectives and to advance political agendas.

Market Failures 
Addressed or 
Government Failures 
Created

Å Reducing information asymmetry and credit rationing
Å Promoting latent capabilities and projects that can generate 

potential information externalities.
Å Reducing coordination problems by promoting 

complementary investments with large spillover effects.
Å /ƻƴǘǊƛōǳǘƛƴƎ ǿƛǘƘ ǘŜŎƘƴƛŎŀƭ ŜȄǇŜǊǘƛǎŜ ǘƻ ǊŜŘǳŎŜ άŘƛǎŎƻǾŜǊȅ 

ŎƻǎǘǎΦέ
Å Strategic trade: subsidizing firms in costly international 

markets.

Socio-environmental impact:
Å Investing in regions or customer segments that are not 

profitable for the private sector.
Å Supporting socially oriented initiatives (including high 

employment).
Å Investment in environment-friendly projects.

Government failures:
Å Misallocation of credit (e.g., subsidized capital to large firms 

that do not need support in the first place).
Å ά{ƻŦǘ ōǳŘƎŜǘ ŎƻƴǎǘǊŀƛƴǘǎέΥ ǎǳǇǇƻǊǘƛƴƎ ǳƴǇǊƻŘǳŎǘƛǾŜ ƻǊ ŦŀƛƭƛƴƎ 

firms.
Å άwŜƴǘ-ǎŜŜƪƛƴƎέΥ ǇǊƻǾƛǎƛƻƴ ƻŦ ǎǳōǎƛŘƛŜǎ ǘƻ ŦƛǊƳǎ ǘƘŀǘ Řƻ ƴƻǘ 

need subsidized capital.

Bank Tools & Effect on Market Failure

Subsidies Support competitiveness of domestic firms. Support projects with positive social-environmental externalities 
but low profitability.

Prop-up inefficient firms and/or divert funding away from more 
inefficient firms.

Long-term capital Enable investment in projects with term horizons beyond what the 
capital market can supply.

Overcome credit rationing preventing investment in longer-
duration projects.

Divert funding from efficient firms to those preferred by the 
political leaders.

Guarantees Extend the capacity of capital markets through risk-bearing. Foster innovation by reducing information asymmetries and 
bearing discovery costs.

ά.ŀƛƭ ƻǳǘέ ŦƛǊƳǎ ǘƘŀǘ ǎƘƻǳƭŘ ƻǘƘŜǊǿƛǎŜ ŦŀƛƭΤ ƛƴŎǊŜŀǎŜ ƛƴŦƻǊƳŀǘƛƻƴ 
asymmetries.

Equity tǊƻƳƻǘŜ ŜŦŦƛŎƛŜƴŎȅ ƛƴ ŦƛǊƳǎΤ ŜȄǘŜƴŘ άǇŀǘƛŜƴǘέ ŎŀǇƛǘŀƭΤ ŦǳƴŘ ǎǘŀǘŜ-
ƻǿƴŜǊ ŜƴǘŜǊǇǊƛǎŜǎ ŦƻŎǳǎŜŘ ƻƴ ƪŜȅ ƛƴŘǳǎǘǊƛŜǎΤ ŎǊŜŀǘŜ άƴŀǘƛƻƴŀƭ 
ŎƘŀƳǇƛƻƴǎέΦ

Overcome information asymmetries faced by companies 
developing socio-economic solutions; setting socio-environmental 
objectives for invested firms; risk-sharing.

Waste government funding on suboptimal investments.

Technical Assistance Promote industry development through coordination of key 
players; strategic trade; supporting development of latent 
capabilities.

Strengthen the competitiveness of social enterprises; provide 
expertise to firms adopting new solutions.

Direct resources towards firms favored by politicians and away 
from others that may have stronger latent capabilities.

Research & DevelopmentDeveloping advancements in operational efficiency. Cover discovery costs of education, healthcare, and environmental 
projects.

Support research in an industry that is politically necessary or 
popular.

Aldo Musacchio, SegioLazzarini, Pedro Makhouland Emily Simmons (2017). The Role and Impact of Development Banks. A Review of their Founding, Focus, and Influence. World Bank. 
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8. The Role of Development Banks
José Antonio Ocampo & Victor Ortega (2022) TheGlobal
5ŜǾŜƭƻǇƳŜƴǘ .ŀƴƪǎΩ !ǊŎƘƛǘŜŎǘǳǊŜΣ wŜǾƛŜǿ ƻŦ tƻƭƛǘƛŎŀƭ 9ŎƻƴƻƳȅΣ опΥнΦ

Financial Market Failures

ÅProcyclical-bias of private finance that generate
άōƻƻƳ-ōǳǎǘέcycles(Minsky1982, Kindelbergerand
Aliber2011).

ÅImperfect information which generate adverse
selection,moral hazardand credit rationing (Stiglitz
andWeiss1981, Stiglitz1994).

ÅReluctanceto financehigh-uncertaintyand high-risk
innovativeactivities(Mazzucato2013).

ÅUnderfinanceof activitieswith largeexternalitiesand
the provision of public goods as infrastructure or
climatechange.

Priority functions of Development Banks

1. Provide counter-cyclical financing;

2. Support countries and regions within countries 
that lag behind in the development process;

3. Improve social development;

4. Enhance financial inclusion;

5. Promote innovation and structural transformation;

6. Finance infrastructure investment; and

7. Support the provision of public goods, particularly 
combatting climate change.

Development banks play a crucial role in counteracting market failures and supporting sustainable development in 
the broader United Nations concept well captured in Agenda 2030 and its Sustainable Development Goals (SDGs) 
(United Nations (2015) Transforming Our World: the 2030 Agenda for Sustainable Development).
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8. The Role of Development Banks
José Antonio Ocampo & Victor Ortega (2022) (cont.)

ÅThe analysisleadsto four major recommendations. The first one is that the countercyclicalrole of MDBs
should be a priority under current conditions, both to mitigate the COVID-19 crisis and to support the
recoveryof emergingand developingcountries. Thisrequiresa capitalizationof all MDBs,similar to that of
2009ς10. ThenewMDBscanalsoplayanimportant role in that process.

ÅSecondly,the policiesto support the recoveryshouldbe alignedwith the SDGsand fulfill the other priority
functions of MDBs. In particular, their role in promoting innovation and structural transformation and
supportingclimatechangemitigation and adaptationshouldbe enhanced. Theirsupport in all the areaswe
haveunderscoredshouldbe better monitored, includinghow they contribute to the developmentof lagging
regionsin the countriesthey finance.

ÅThirdly, developmentbanksshould operate as a system. Cooperationbetween MDBsin all these areasis
crucial, as well as networking better with the NDBs. The complementarityof the activities of MDBs is
important, giventhe diversityof regionalpriorities. However,competitionamongthem canhelp improvethe
programsthey support. An additionalpriority is better cooperationbetweenthe MDBsand the international
fundsthat financeclimatechangeprograms.

ÅFinally,cooperationshouldbe reflectedin the supportby MDBsto advancestrongNDBsin the regionswhich
lagbehindin developingsuchnationalinstitutions,particularlysub-SaharanAfricaandSouthAsia.
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9. Should Public Development Agencies be in the Banking Business?
Sergio Lazzarini(2022) The Right Privatization: Why Private Firms in Public
Initiatives Need Capable Governments

Focal Activity
Critical access impediments 

(especially by vulnerable 
groups)?

Are firms willing to boost private 
gains at the expense of attributes 

that are difficult to verify?
Substantial supply constraints? Governance remedies feasible? Recommended delivery form

Lending to large private firms 
focused on existing and well-
known sectors

No. Large firms are generally not 
financially constrained.

No. Private banks will tend to use 
standard debt agreements.

No, assuming that the locality 
already has enough commercial 
banks.

Remedies are not needed. Private banks.

Lending to large private firms 
involved in coordinated, 
complementary investments.

No. Large firms are generally not 
financially constrained.

Yes. Private banks may economize 
on their effort to assess and 
design mechanisms to deal with 
cross-project externalities.

Yes. Commercial banks many not 
have the expertise to assess and 
design mechanisms to deal with 
cross-project externalities.

Although it is possible to monitor 
and sponsor private banks, it 
becomes costly and impractical 
when there is need of substantial 
coordination.

Public development banks at very 
initial stages of development or 
after negative shock requiring 
multiple, substantial and 
synchronized investments.
In other moments, governments 
can craft collaborations with 
private banks. A previous 
development bank can become 
development agency (without 
banking activities).

Lending to small, resource-
constrained entrepreneurs in 
underdeveloped regions.

Yes. These entrepreneurs are not 
only financially constrained but 
also affected by a host of 
intersecting vulnerabilities.

Yes. Private banks may neglect a 
host of complementary tasks to 
increase the effectiveness of 
credit and its potential to include 
vulnerable groups

Yes, except if impact-oriented 
investors are present. Yet their 
investments may be of insufficient 
scale.

Yes. Governments can provide 
credit guarantees and monitor 
private banks. However, it 
becomes costly and impractical if 
the segment has high credit risk 
and requires a host of support 
activities.

Public-private collaborations 
between development agencies 
(not banks), private banks and 
support organizations.
In highly vulnerable segments, 
state-owned banks might be 
needed.

Lending to early-stage 
entrepreneurs focused on 
innovation (learning externalities) 
or impact (socio-environmental 
externalities).

Yes. Early-stage entrepreneurs are 
typically financially constrained 
and may also lack essential 
resources (such as managerial and 
research capabilities).

Yes. Private banks may economize 
on their effort to assess and 
design mechanisms to deal with 
learning and socio-environmental 
externalities.

Yes, except if venture capital funds 
and/or impact-oriented investors 
are present. Yet their investments 
may be of insufficient scale.

Yes. Governments can co-sponsor 
research and investments and 
adopt a mix of supervision and 
contractual incentives.

Public-private collaborations 
involving development agencies 
(not banks), private funds, and 
accelerators.
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II. Overview of the Public Development 
=ǍɅȶɾẏ !ɶǪțȡʌǸǪʌʔɶǸ

Ownanalysisusingthe January2023 PublicDevelopmentBanksandDevelopmentFinancingInstitutionsdatabase
availableat: https://www.nse.pku.edu.cn/dfidatabase/datadownloading/index.htm

Xu,Jiajun, RégisMarodon, XinshunRu,XiaomengRen,andXinyueWu. 2021.ά²ƘŀǘarePublicDevelopmentBanks
andDevelopmentFinancingInstitutions?ττQualificationCriteria,StylizedFactsandDevelopmentTrends.έChina
EconomicQuarterlyInternational, volume1, issue4: 271-294.

https://www.nse.pku.edu.cn/dfidatabase/datadownloading/index.htm
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1. Geographical Ownership and Operation and Official Mandate

ÅDatabasewith 528institutions.

ÅGeographicalownership: Multinational (47), National(370), Subnational(111)

ÅGeographical operation: Global (8), Regional (13), Subregional (34), National and
Subnational(473).

ÅOfficialMandate:
ÅGeneralDevelopmentor Flexible(190): officialmandatesarenot confinedto a specificmission.
ÅSpecificofficial mandate(338):
ÅRuralandagriculturaldevelopment(35).
ÅExportpromotion, foreigntradeandoverseasinvestment(55).
ÅSocialhousing(35).
ÅInfrastructure(31).
ÅInternationalfinancingof privatesectordevelopment(30).
ÅLocalgovernment(17).
ÅMicro, smallandmedium-sizedenterprises(135).
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2. Examples of Public Development Banks
by Geographical Operation

ÅGlobal (8): The World Bank (1944), International FinanceCorporation (1956), International Development
Agency(1959), International Fund for Agricultural Development(1977), Multilateral Investment Guarantee
Agency(1988), Private Infrastructure DevelopmentGroup (2002), GuarantCoLimited (2005), InfraCo Asia
DevelopmentPteLtd(2010), NewDevelopmentBank(2014).

ÅRegional(13): Councilof EuropeDevelopmentBank(1956), EuropeanInvestmentBank(1958), Inter-American
DevelopmentBank (1959), African DevelopmentBank (1964), Asian DevelopmentBank (1966), IDB Invest
(1986), EuropeanBank for Reconstructionand Development (1991), EuropeanInvestment Fund (1994),
EmergingAfrica InfrastructureFund(2001), InfraCoAfrica Limited (2004), Africa FinanceCorporation(2007),
InfraMedInfrastructure(2010), AsiaInfrastructureInvestmentBank(2016).

ÅSub-regional (34): CentralAmericanBankfor EconomicIntegration (1960), International Bankfor Economic
Cooperation(1963), EastAfrican DevelopmentBank (1967), CaribbeanDevelopmentBank (1969), Andean
DevelopmentCorporation (1970), International Investment Bank (1970), West African DevelopmentBank
(1973), IslamicDevelopmentBank(1973), NordicInvestmentBank(1975), NordicDevelopmentFund(1989),Χ

ÅNational and Subnational(473): GroupeCaissedes DépôtsFrance(1816), Cassadepositi e prestiti (1850),
BancoHipotecariodel Uruguay(1892), KommuneKreditDenmark(1898), AgriculturalBankof Namibia(1907),
DevelopmentBank of Ethiopia (1909), Bank of North Dakota (1919), BancoNacionalde Obrasy Servicios
Públicos(1933), NacionalFinanciera(1934), Export-Import Bank of the United States(1934), FannieMae
(1938), , Corporaciónde Fomentode la Producción (1939), , BusinessDevelopmentBankof Canada(1944),
Industrial FinanceCorporation in India (1948), Banco Nacional de DesenvolvimentoEconômicoe Social
(BANDES)of Brazil(1952), KoreaDevelopmentBank(1964), IndustrialDevelopmentBankof India(1964), China
DevelopmentBank(1994)Χ
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3. Public Development Banks and Development Financing
Institutions Architecture

Continent Region
Number of 
Institutions

Assets (Million 
USD)

GDP (Million USD)
!ǎǎŜǘǎ κ wŜƎƛƻƴΩǎ 

GDP (% )

World World 528 22,282,228 84,971,650 26.2

Global Global 8 674,981 84,971,650 0.8

Africa

Total Africa 100 187,868 2,396,739 7.8

Africa 2 58,275 2,396,739 2.4

Eastern Africa 29 9,415 419,041 2.2

Middle Africa 8 1,959 186,389 1.1

Northern Africa 12 78,091 718,272 10.9

Southern Africa 20 21,968 367,098 6.0

Sub-Saharan Africa 1 NI 1,712,284 NI

Western Africa 28 18,159 695,903 2.6

Americas

Total America 118 8,845,510 26,969,290 32.8

America 2 153,957 26,969,290 0.6

Caribbean 12 2,867 255,292 1.1

Central America 24 229,070 1,329,087 17.2

Latin America and 
the Caribbean

1 NI 4,742,372 NI

Northern America 31 8,194,064 22,537,790 36.4

South America 48 264,652 2,847,121 9.3

Continent Region
Number of 
Institutions

Assets (Million 
USD)

GDP (Million USD)
!ǎǎŜǘǎ κ wŜƎƛƻƴΩǎ 

GDP (% )

Asia

Total Asia 148 7,275,141 33,095,342 22.0

Asia 2 303,823 33,095,342 0.9

Central Asia 5 40,091 292,521 13.7

Eastern Asia 19 6,212,767 22,602,310 27.5

South-eastern Asia 46 193,972 3,081,993 6.3

Southern Asia 42 382,734 4,221,434 9.1

Western Asia 34 141,753 2,897,084 4.9

Europe

Total Europe 134 5,287,742 20,908,694 25.3

Europe 7 891,057 20,908,694 4.3

Eastern Europe 21 131,651 3,112,765 4.2

Northern Europe 29 356,014 4,806,122 7.4

Southern Europe 32 706,480 3,824,475 18.5

Western Europe 45 3,202,540 9,165,332 34.9

Oceania

Total Oceania 20 10,986 1,601,607 0.7

Australia and New 
Zealand

4 7,082 1,568,754 0.5

Melanesia 1 NI 30,267 NI

Pacific Islands 15 3,904 9,516 41.0

Source: Own elaboration with data from IMF and https://www.nse.pku.edu.cn/dfidatabase/datadownloading/index.htm
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4. Countries with Public Development Banks and
Development Financing Institutions

Source: Own elaboration with data from https://www.nse.pku.edu.cn/dfidatabase/datadownloading/index.htm

Region
Number of 
Institutions

Assets (Million USD)

Total Africa 100 187,868

Africa 2 58,275

Eastern Africa 29 9,415

Middle Africa 8 1,959

Northern Africa 12 78,091

Southern Africa 20 21,968

Sub-Saharan Africa 1 NI

Western Africa 28 18,159

Region
Number of 
Institutions

Assets (Million USD)

Total America 118 8,845,510

America 2 153,957

Caribbean 12 2,867

Central America 24 229,070

Latin America and the 
Caribbean

1 NI

Northern America 31 8,194,064

South America 48 264,652

Region
Number of 
Institutions

Assets (Million USD)

Total Asia 148 7,275,141

Asia 2 303,823

Central Asia 5 40,091

Eastern Asia 19 6,212,767

South-eastern Asia 46 193,972

Southern Asia 42 382,734

Western Asia 34 141,753

Region
Number of 
Institutions

Assets (Million USD)

Total Europe 134 5,287,742

Europe 7 891,057

Eastern Europe 21 131,651

Northern Europe 29 356,014

Southern Europe 32 706,480

Western Europe 45 3,202,540

Region
Number of 
Institutions

Assets (Million 
USD)

Total Oceania 20 10,986

Australia and New 
Zealand

4 7,082

Melanesia 1 NI

Pacific Islands 15 3,904

Region Number of Institutions
% of 

Number
Assets (Million USD) % of Assets GDP (Million USD)

Assets / 
GDP

World 528 100% 22,282,228 100% 85,105,603 26%

Global Development 
Banks

8 2% 674,981 3% 85,105,603 1%

Total Africa 100 19% 187,868 1% 2,396,739 8%

Total America 118 22% 8,845,510 40% 26,969,290 33%

Total Asia 148 28% 7,275,141 33% 33,095,342 22%

Total Europe 134 25% 5,287,742 24% 20,908,694 25%

Total Oceania 20 4% 10,986 0.05% 1,601,607 1%

Thedarker the color, the larger the sizeof
the institutions in the country, with size
measuredby assets.
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5. Countries with Public Development Banks and
Development Financing Institutions by Mandate

Source: Own elaboration with data from https://www.nse.pku.edu.cn/dfidatabase/datadownloading/index.htm

Thedarkerthe color,the largerthe sizeof the institutionsin the country,with sizemeasuredby assets.
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6. Number of Public Development Banks and Development Financing 
Institutions Around the World by Decade it was Established

Source: Own elaboration with data from https://www.nse.pku.edu.cn/dfidatabase/datadownloading/index.htm
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7. Number of Public Development Banks and Development Financing 
Institutions Around the World by Decade it was Established by Mandate

Source: Own elaboration with data from https://www.nse.pku.edu.cn/dfidatabase/datadownloading/index.htm
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8. Public Development Banks and Development Financing
Institutions by Establishment Year and Size
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Micro, Small and Medium-Sized EnterprisesUSD Million LN

8,886,111 16

3,269,017 15

1,202,604 14

442,413 13

162,755 12

59,874 11

22,026 10

8,103 9

2,981 8

1,097 7

403 6

148 5

55 4

20 3

7 2

3 1

1 0
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9. Public Development Banks and Development Financing
Institutions by Establishment Year, Size and Mandate

Source: Own elaboration with data from https://www.nse.pku.edu.cn/dfidatabase/datadownloading/index.htm
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