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Class Learning Objectives 

● Identify the similarities and differences between 
regional development banks and the Bretton Woods 
Institutions

● Explain the existence and use of regional 
development banks



What is a regional development bank? 



What is a regional development bank? 
Regional Development Banks: multilateral financial institutions that 
provide financial and technical assistance for development in low- 
and middle-income countries within their regions

● Loans and grants for a range of development sectors such as: 
○ Health
○ Education 
○ Infrastructure
○ Public administration
○ Financial sector development
○ Agriculture
○ Environmental management 

● Does not have to be geographically regional 



Regional Development Banks

The big 4 usually refer to: 

● African Development Bank
● Asian Development Bank
● European Bank for 

Reconstruction and 
Development

● Inter-American Development 
Bank

Total of 20+ regional/multilateral 
development banks



Infographic activity 

View an infographic for each development bank (other than your own) 

● European Bank for Reconstruction and Development 
● Asian Development Bank
● African Development Bank 
● Inter-American Development Bank
● Islamic Development Bank 

For each infographic, write down: 

● What was the most surprising? 
● One additional question you have about the development bank.



Infographic activity (cont) 

Find the partner who studied the same development bank. 

Using the following google doc: 
https://docs.google.com/presentation/d/1V-Nj6w1F1PWDg_1A2UB3PaTi
ap9hNtt28GeB8DMyLn8/edit?usp=sharing

● Find the slides for your development bank 
● On Slide 1 - the 3 most important things everyone should know

○ That aren’t already listed in the intro slide 

● On Slide 2 - the answers to your classmates questions 
○ You don’t have to answer all of them, but answer a representative sample 

https://docs.google.com/presentation/d/1V-Nj6w1F1PWDg_1A2UB3PaTiap9hNtt28GeB8DMyLn8/edit?usp=sharing
https://docs.google.com/presentation/d/1V-Nj6w1F1PWDg_1A2UB3PaTiap9hNtt28GeB8DMyLn8/edit?usp=sharing


Why so many organizations? 

On the bottom of your post-it note is the name of an RDB. 
● For your RDB, are the US, Denmark, and China shareholder 

states?
● For your RDB, does Peru, Pakistan, and Vietnam recieve 

loans/projects?
Consult the links to membership and project data for your RDM 



Why so many organizations?

AsDB AfDB EBRD IsDB IDB CDB NIB NDB AIIB IFAD

US X X X X X

Den. X X

China X X X X

Peru X

Pak. X X

Viet. X



A “Spaghetti Bowl” of RDBs



Regime complexity (Alter and Meunier 2009)

International regime complexity (IRC): “presence of nested, partially 
overlapping, and parallel international regimes that are not 
hierarchically ordered” 

How does IRC affect international politics? 

● Allows for forum shopping 

● The shopper strategically selects the venue to gain a favorable interim decision for a 
specific problem



Supply side: Why are RDBs created? 



Why are RDBs created?

Broadly, international organizations can: (Axelrod and Keohane 1985)

● Provide information
● Ensure repeated interaction 
● Provide opportunities for issue linkage 
● Lower transaction costs
● Identify free riders (mutual monitoring) 

→ Overcome market failure and provide public goods 

→ Pool risks, achieve higher credit scores 



Costs to creating new RDBs?

● Technical Skills/Bureaucratic capacity 

● Legitimacy

● Why pays?

● Organizational Issues

● Political-Infighting

→ Why would you add additional uncertainty and costs if an 
international development bank already exists?



Reasons to create an RDB (confidence)

1. A loss of confidence in existing institutions 
● World bank as a tool of dominant shareholders
● Insufficient reform 
● One-size-fits all conditionality 
● Questionable developmental outcomes 

○ Growth? 

○ Poverty eradication? 



Reasons to create an RDB (lack of reform) 

2. Lack of sufficient governance reforms in existing institutions

● Institutional proliferation is a strategy to rectify power 
misalignment

● Countries will create new RDBs when their voting power in the 
World Bank does not equal their broader economic power 

●  1% increase in underrepresentation at the WB increases 
likelihood of creating a new RDB by 6.8% (Pratt 2018) 



Power misalignment



Power misalignment

● Architects of the IDB cited “low level of representation of Latin American 
countries in the existing financial institutions” as a justification 

● Founders of the AsDB sought to limit US influence: “The Asian feeling at 
the time was that the World Bank was dominated by ’Anglo-Saxons’ – by 
the Western powers led by the United States and Britain...The ambition 
was therefore to have the Americans not as the largest shareholder but as 
equal with Japan” 

● NBD explicitly founded as a “as an alternative to the existing 
US-dominated World Bank.



RDBs are still subject to donor capture 
● RDBs can still be influenced 

by dominant shareholders 
● Ex. Asian Development Bank

○ Lim and Vreeland (2013): 
Underdeveloped Asian countries 
on the UNSC receive larger loans 
from the Asian Development 
Bank 

○ Kilby (2006, 2011): Asian countries 
that receive greater bilateral 
Japanese aid also receive larger 
Asian Development Bank loans 



Reasons to create an RDB (increased regionalism) 
3. Increased regionalism in other areas (trade, investment, crisis spillovers)  



Difficulties of financing infrastructure
● Private investment goes towards 

telecommunication and middle-income 
countries

● Also procyclical



Demand side: Why are RDBs used?



Forum shopping 

Arguments against forum shopping: 

● Wastes negotiating time and bureaucratic resources
● Allows conflicting results (different conditions, requirements)
● Undermines authority or the IMF and WB 

Arguments in favor of forum shopping: 

● Can create innovation/experimentation 
● Increase resources 
● Better suited to specific needs  
● Makes exit option credible



Why do countries choose one RDB over another? 

1. Financial costs 
○ Countries want to borrow cheaply 

2. Speed
○ Countries want the fewest bureaucratic hassles and the fastest loan approval 

3. Environmental and Social Safeguards 
○ Countries want the fewest stipulations and the most room for national policy 



Shareholder composition 

Financial costs, speed, and safeguards are a function of donor 
composition. 

● Borrowing governments will want MDBs to supply loans and advisory services at as 
low a cost as possible, with minimum bureaucratic hassles and requirements. 

● Non-borrowing countries will seek to impose their own ideas about development on 
borrowers, implement strict control on how resources are spent, and reduce the risk 
of MDB financial difficulties that they would have to pay for out of their guaranteed 
capital.

The relative power of borrowing vs. non-borrowing shapes how RDBs 
operate.



Three types of RDBs

1. Domination by wealthy, non-borrowing countries
○ World Bank

2. Stronger but still subordinate influence of borrowing countries
○ Inter American Development Bank 

3. Control by borrowing countries
○ Andean Development Corporation 



Financial Cost

Domination by non-borrowing countries lowers financial costs 



Speed and safeguards 

Domination by 
borrowing 
countries 
increases speed 
and lowers 
safeguards



Speed and safeguards 

Domination by 
borrowing 
countries 
increases speed 
and lowers 
safeguards

Demand side tradeoff: Cost vs. Speed/Safeguards



Cost vs. Speed and Efficiency 

As conditions worsen, countries are more likely to turn to the World 
Bank over the IADB and CAF 

● Low cost is more important under adverse economic conditions 
● Global crisis 
● Low reserves 
● Low investor ratings



The New Development Bank



https://www.ndb.int/wp-
content/uploads/2017/0
1/milestones-2.jpg

https://www.ndb.int/wp-
content/uploads/2018/0
8/factheet-3.jpg

https://www.ndb.int/wp-content/uploads/2017/01/milestones-2.jpg
https://www.ndb.int/wp-content/uploads/2017/01/milestones-2.jpg
https://www.ndb.int/wp-content/uploads/2017/01/milestones-2.jpg
https://www.ndb.int/wp-content/uploads/2018/08/factheet-3.jpg
https://www.ndb.int/wp-content/uploads/2018/08/factheet-3.jpg
https://www.ndb.int/wp-content/uploads/2018/08/factheet-3.jpg


The New Development Bank

Conceptualized in 2012 and began operation in 2016 

● Brazil 
● China
● Russia 
● India 
● South Africa 

~25% of the world economy BUT 11% of IMF voting power and 13% of 
IBRD voting power 

Heightened respect for national policy (less push for reforms) 



Members 



Members 
Members differ by: 
● Democracy 

○ India, Brazil, South Africa: Democratic 
○ Russia, China: Non-democratic 

● Major exports 
○ Russia: Natural resources (gas) 
○ China: Manufacturing (tech) 
○ India: Manufacturing (textiles)
○ Brazil: Agriculture, Forestry 

● Territorial Disputes 
○ Between China and India 

● Nuclear Power 
● UNSC vs. non-UNSC 



Design Features 
● Governance 

○ President - Indian
○ Board of Governors Chair - Russian
○ Board of Directors Chair - Brazilian
○ Headquarters - Shanghai

● Regional Center in Africa

● Provide loans, guarantees, credits for 
infrastructure and sustainable 
development

● Co-financing with other national, 
development, and private banks



Voting in the NDB 

● Only development 
bank with equal 
voting power 

● China tried to 
contribute larger 
capital shares but 
was denied 



Success of the NDB

Higher credit ratings for the NDB vs. individual countries (cheaper borrowing) 



Current projects 

https://www.ndb.int/projects/list-of-all-projects/

https://www.ndb.int/projects/list-of-all-projects/


What do you notice? 



NDB lending so far



Challenges for the NBD

● Establishing transparency and independence from political 
influence 
○ Corruption in shareholder countries 

● Volatile international capital flows 
○ 5 countries will likely not be able to prevent crises at the global level 

● Ongoing territorial dispute between China and India 
● Hoping to limit the influence of the US 

○ Initial capitalizations and loans have been in USD 



Is the NBD really any different? 



Asian Infrastructure Investment Bank



The AIIB 







Governance structure is designed to preserve Asian dominance  



The majority of AIIB projects are co-financed with other development 
banks



Innovations in the AIIB 
Aim to unlock the creative potential in decision making, management, and 
staffing

● Voice to the borrowers: emerging and developing countries
● More effective and even-handed lending practices

Not following country-focused approach of donors, 

● Less concern for poverty reduction and open-bidding for procurement (instead of 
preference to members)

Unpaid, non-resident Boards: “lean, clean, and green”

● Less costly (WB costs $70million/year) and less internal friction
● But less oversight: difficult to serve as a check on staff and management



Challenges for the AIIB
● Rest of development agencies moved away from infrastructure, roads, 

railways, powers, power (coal) in favor of  agriculture, health, education

● Will China continue providing the bulk of international public goods? 

○ To be legitimate, China must play by the rules 

● Will borrowers find its loans and advice useful?

● Can it meet needs more effectively than other development organizations 
and secure repayment?

AIIB “mainly led by developing countries, and we must consider their appeals -- 
some rules proposed by Western countries may not be best, in my view” - 
Chinese finance minister



Memo #2 

Consider yourself an economic policy advisor to the current US 
administration. You have been asked to write a policy memo to the 
president about your stance on the US joining the Asian 
Infrastructure Development Bank.

Should the US seek membership to the Asian Infrastructure 
Development Bank? Why or why not?

Due via Turnitin.com at 7:00pm on September 7th 


