


 



 
 

 

 

 

 

 

 

 

 

 

Report on Feasibility of a Regional Development Bank in IGAD 

 

 

 

 

 
A HESPI Commissioned Study by John Warren in Association with HESPI 

Staff 

 

 

 

 

 

 

 

 

 
September 2017



 



i 
 

Contents 
 

Acronyms and Abbreviations .................................................................................................... ii 

Preface ................................................................................................................................... iii 

1. Background .......................................................................................................................... 1 

2. IGAD regional overview ........................................................................................................ 2 

2.1 Member state development indicators .................................................................................... 2 

2.2 IGAD regional strategy .............................................................................................................. 2 

2.3 Eastern Africa regional context ................................................................................................. 3 

2.4 Regional financial sector development ..................................................................................... 7 

2.5 Development partner perspectives ........................................................................................ 10 

3. International context .......................................................................................................... 12 

3.1 Financing for development ..................................................................................................... 12 

3.2 The role of development banks .............................................................................................. 13 

3.3 A generic framework ............................................................................................................... 14 

4. Business model ................................................................................................................... 15 

4.1 Mandate and role.................................................................................................................... 15 

4.2 Operational strategy ............................................................................................................... 18 

4.3 Financial sustainability ............................................................................................................ 19 

4.4 Good governance .................................................................................................................... 20 

5. Operational design ............................................................................................................. 21 

5.1 Mission .................................................................................................................................... 21 

5.2 Business strategy..................................................................................................................... 23 

5.3 Governance ............................................................................................................................. 26 

5.4 Organisation structure ............................................................................................................ 28 

5.5 Lending operations ................................................................................................................. 28 

5.6 Policies, systems and procedures ........................................................................................... 30 

5.7 Initial capital structure ............................................................................................................ 31 

5.8 Financing modalities ............................................................................................................... 34 

5.9 Competitive advantage ........................................................................................................... 34 

5.10 Location of operations .......................................................................................................... 35 

6. Feasibility ........................................................................................................................... 35 

6.1 Overview ................................................................................................................................. 35 

6.2 Assumptions and pre-conditions ............................................................................................ 36 

6.3 Key challenges ......................................................................................................................... 37 

6.4 Trust fund management ......................................................................................................... 37 

6.5 Next steps ............................................................................................................................... 38 

7. Implementation timeline .................................................................................................... 39 

Annex 1: Schedule of Documents Consulted ............................................................................ 40 

Annex 2: Schedule of Contacts ................................................................................................ 42 

Annex 3: IGAD Member States, Selected Development Indicators ........................................... 46 

 

 

 

 



ii 
 

Acronyms and Abbreviations 
 

AAAA  Addis Ababa Action Agenda (for financing for development) 

AfDB  African Development Bank 

AFD  Agence Francaise de Developpement 

Africa Re Africa Reinsurance Corporation 

AIDS  Acquired Immune Deficiency Syndrome 

AU  African Union  

BADEA La Banque Arabe pour le Developpement Economique en Afrique 

CDC  Commonwealth Development Corporation (UK) 

CEO  Chief Executive Officer 

CFTA  Continental Free Trade Area 

CSO  Civil society organisation 

COMESA Common Market for Eastern and Southern Africa  

DBI Development Bank of IGAD 

DEG  German Investment and Development Company 

DfID  United Kingdom Department for International Development 

EAC  East African Community 

EADB  East African Development Bank 

EARC  Eastern Africa Resource Centre (AfDB) 

EIB  European Investment Bank 

ESG  Environmental, Social and Governance 

EU  European Union 

Eurodad European Network on Debt and Development 

FMO  Dutch Development Agency 

FSF  Fragile States Facility (AfDB) 

GCF  Green Climate Fund 

GDP  Gross Domestic Product 

GIZ  German Agency for Technical Cooperation 

GNI  Gross National Income 

HESPI  Horn Economic and Social Policy Institute 

HR  Human Resources 

HIV  Human Immune Deficiency Virus  

ICT  Information and Communication Technologies 

IGAD  Intergovernment Authority on Development 

IOC  Indian Ocean Commission 

KfW  German Development Bank 

LAS  League of Arab States 

M&E  Monitoring and Evaluation 

MSME  Micro, small and medium enterprise 

ODA  Official Development Assistance 

PDB  Public Development Bank 

PPP  Public Private Partnership 

PTA Bank Trade and Development Bank of the COMESA region  

RDB  Regional Development Bank 

REC  Regional Economic Community 

SADC  Southern Africa Development Community 

SDGs  Sustainable Development Goals 

SME  Small to medium enterprise 

TFTA  Tri-Partite Free Trade Area 

UN  United Nations 

UNDP  United Nations Development Program 

USD  United States Dollar 

 



iii 
 

Preface 
 

This report commissioned by The Horn Economic and Social Policy Institute (HESPI) is based on 

research conducted in the IGAD region by Mr. John Warren.  The report has built and benefited from 

studies conducted by the staff of the Institute in the assessment of financial sector developments in 

2014-16 and the urgent need for medium and long term finance for trade and investment in the region. 

The opinions expressed in the report are those of the consultant and the management of the Institute 

that authorised and cleared the dissemination of the report.  The objective of HESPI is to present the 

findings of the study to the member governments and policy makers of the IGAD community and its 

relevant organs to deliberate and consider the findings of the study. Until then, the conclusions of the 

feasibility study should not be construed to represent the views of the IGAD authorities. 
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1. Background 
 

The Horn Economic and Social Policy Institute (HESPI) has led a series of research studies and 

stakeholder workshops to consider the establishment of a development bank for the Intergovernment 

Authority on Development (IGAD) region. 

The present study is concerned with reviewing and assessing the viability of such a regional 

development bank and preparing the framework for submission of an outline structure to the member 

states of the IGAD region. 

The main objectives of the study are to: 

i. Ascertain the feasibility of establishing a regional development bank (RDB) for the IGAD 

region for promotion of public and private investments including projects important for regional 

integration and cross border linkages. 

ii. Prepare a report with analysis and description of the conditions under which such institution 

would be feasible and sustainable; and provide a framework and the steps, including the 

establishment of the bank and the future development of programmes and activities.   

iii. Assess the likely challenges of establishing such a bank in the IGAD environment, and present 

specific recommendations covering the bank’s size, governance, scope of activities, possible 

methods of capitalisation, and mitigation of risks. 

iv. Provide a needs assessment of the envisaged sources and costs of capital that would be vital for 

a RDB in a low income countries environment, and that would be important for its feasibility 

and sustainability. 

v. Provide a detailed description of the institutional set-up and arrangements, including the 

participation of non-regional members and private investors that could be considered to 

enhance the viability and sustainability of the RDB. 

vi. Describe the competitive advantages, such as marketing niches, and lending and financing 

competencies the bank should have for its products. 

This report is arranged by way of the following sections: 

Section 2 provides an IGAD regional overview, including a consideration of the IGAD regional group, 

the development levels of its member states, a review of previous research into regional development 

and the need for a regional development bank, an overview of consultations with key stakeholders and 

a review of multinational and regional development banks currently operating in the region. 

Section 3 considers the international context, including trends in financing for development, the role of 

development banks and a generic framework of core features of a model public development bank 

(PDB). 

Section 4 considers the development of a business model for an IGAD regional development bank based 

on the core features described in the generic framework presented under section 3. 
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Section 5 describes an operational design for an IGAD regional development bank, including a 

consideration of its mission; business strategy; governance; organisation structure; lending operations; 

policies, systems and procedures; initial capital structure; financing modalities; competitive advantage; 

and location of operations. 

Section 6 considers the feasibility of an IGAD regional development bank, including an assessment of 

assumptions and pre-conditions, key challenges, capital needs and recommendations related to the 

establishment of such a bank. 

Section 7 describes an implementation timeline, setting out the next steps towards establishing an IGAD 

regional development bank and a proposed target date for each of these steps. 

This report uses the terms ‘IGAD regional development bank’ and ‘regional development bank for the 

IGAD region’ interchangeably; in the context of this report, the term ‘IGAD regional development 

bank’ should be viewed as an institution owned by the IGAD member states rather than an institution 

of the IGAD Secretariat. 

A schedule of documents consulted in the preparation of this report is attached at Annex 1.   

A schedule of organisations that are considered relevant to the study is attached at Annex 2; this includes 

organisations and persons that were consulted during the research stage of the study as well as 

organisations that it may be useful to contact should the decision be taken to proceed to establishment 

of an IGAD regional development bank. 

2. IGAD regional overview  

2.1 Member state development indicators 

World Bank data related to selected development indicators for the IGAD member states (Djibouti, 

Eritrea, Ethiopia, Kenya, South Sudan, Somalia, Sudan and Uganda) is presented at Annex 3.   

Whilst no attempt is made to analyse these data in detail, they reflect a generally low level of 

development of IGAD member states with significant variability of many indicators between countries. 

These development indicators provide a useful guide to country-level development needs and should 

be considered an important source of information in the formation of development priorities of 

individual member states. 

At the regional level, the data provide a useful profile of IGAD regional development and a baseline 

for measuring the effectiveness of development initiatives.  The data have been drawn on in the 

preparation of this report and should be considered an important input into determining the initial scope 

and future development of operations of a regional development bank. 

2.2 IGAD regional strategy 

IGAD has a well-defined strategy articulated in the IGAD Strategy and Implementation Plan, 2016-

2020, comprising three parts: 

1. IGAD State of the Region Report 

2. IGAD Regional Strategy, Volume 1, The Framework 
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3. IGAD Regional Strategy, Volume 2, Implementation Plan, 2016-2020 

The IGAD Regional Strategy Framework provides a clear statement of IGAD thrusts for the period 

2016 to 2020: 

1. Agriculture, livestock, fisheries and food security 

2. Natural resources and environment protection 

3. Regional economic cooperation and integration 

4. Social development 

5. Peace and security 

6. Gender affairs 

The IGAD Regional Strategy Implementation Plan describes four-pillars broadly corresponding to the 

IGAD Secretariat divisional structure: 

1. Agriculture, natural resources and environment 

2. Economic cooperation and integration and social development 

3. Peace and security 

4. Corporate development services 

These IGAD thrusts and pillars have been considered in the development of focus areas for an IGAD 

regional development bank.  These focus areas also incorporate industrial development and regional 

trade and investment as key elements in the economic transformation of the region.  Further information 

related to these focus areas is provided under Section 4, ‘Business model’. 

2.3 Eastern Africa regional context 

a. Multiple regional groups 

The African Union (AU) recognises eight regional economic communities (RECs), including the 

Common Market for East and Southern Africa (COMESA), East Africa Community (EAC) and IGAD 

in Eastern Africa.  Membership of these groups is summarised as follows: 

 IGAD: Djibouti, Eritrea, Ethiopia, Kenya, Somalia, South Sudan, Sudan and Uganda 

 COMESA: Membership includes Djibouti, Eritrea, Ethiopia, Kenya, Sudan and Uganda 

together with 13 other African countries 

 EAC: Membership includes Kenya, South Sudan and Uganda, together with Burundi, 

Rwanda and Tanzania 

The African Development Bank (AfDB) adopts a broader definition of the Eastern Africa region; in its 

report The African Development Bank: A Partner of Choice for the Eastern Africa we want, the AfDB 
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defines the region as comprising Burundi, Comoros, Djibouti, Eritrea, Ethiopia, Kenya, Rwanda, 

Seychelles, Somalia, South Sudan, Sudan, Tanzania and Uganda. 

b. Free trade initiatives 

In addition to the AU-designated RECs, much broader regional free trade initiatives have evolved in 

recent years: 

 Tripartite Free Trade Area (TFTA): A free trade area comprising COMESA, EAC and 

the Southern Africa Development Community (SADC) and formalised by way of the TFTA 

Agreement signed on 10th June 2015 by representatives of most of the 26 countries covered 

by the agreement; the 26 countries represent 48 percent of AU membership, 51 percent of 

continental GDP and a combined population of 632 million. 

 Continental Free Trade Area (CFTA): The Assembly of Heads of State and Government 

of the AU, held in Addis Ababa in January 2012, agreed on a roadmap for establishing a 

CFTA with an indicative date of 2017; the roadmap envisaged that the CFTA should build 

on the TFTA negotiations towards a single continental market for goods and services, with 

free movement of business people and investments, across all 54 African states. 

c. IGAD regional economic cooperation and integration 

Support for IGAD regional economic cooperation and integration provides an important consideration 

in assessing the feasibility of an IGAD regional development bank.  The IGAD Regional Strategy 

Framework provides an overview of the current status of regional economic cooperation and 

integration, and key challenges and opportunities.  As the table provides a comprehensive overview, it 

is reproduced in full in Table 1. 

A further consideration related to IGAD regional economic cooperation and integration is the 

membership of IGAD member states in other regional groups and free trade initiatives; the key 

implication of this is that some member states may look to their membership of other groups and free 

trade areas rather than IGAD as their entry point to international markets. 

In particular, the EAC is far further advanced towards regional economic integration (with plans to 

proceed to full monetary and political union) than IGAD.  Kenya and Uganda, with membership of both 

the EAC and IGAD, are both committed to the EAC regional integration process, which may limit their 

appetite and capacity to commit resources towards further IGAD regional economic integration.   

COMESA, TFTA and CFTA do not have the same ambitions towards regional economic integration as 

the EAC, though these groups already provide Djibouti, Eritrea, Ethiopia, Kenya, Sudan and Uganda 

with tariff-free access to the 19 member states of the COMESA region, with potential future access to 

the 26 countries of the TFTA and 54 countries of the CFTA. 

Whilst IGAD member states’ membership of the EAC and COMESA regional groups does not negate 

the potential economic benefits to be realized from IGAD regional economic cooperation and 

integration, their membership of multiple groups does imply that they have other options in seeking the 

benefits of wider markets for their goods and services. 
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Key implications for IGAD are that it should pursue economic measures that are complementary rather 

than competing with the EAC and COMESA regional groups and that it should seek to participate at a 

regional level in the TFTA and CFTA initiatives for the benefit of all its member states, particularly 

those that are not already members of these free trade areas through their current membership of EAC 

and COMESA. 

IGAD’s support for the CFTA should ensure that it secures the benefits from this continental free trade 

initiative for its member states.  This would represent a significant achievement and allow IGAD to 

shift its focus to other challenges identified by the IGAD Regional Strategy Framework. 

Table 1. IGAD Regional Economic Cooperation and Integration 

Current situation Challenges Opportunities 

•   The First Meeting of the 

Continental Task Force (CTF) on 

the Continental Free Trade Area 

(CFTA) was held at Experts Level 

on 17th -18th October, 2013 in 

Addis Ababa, with subsequent 

meetings held thereafter. 

•   IGAD like the other 7 RECS form 

the pillars of the AU that are 

negotiating the CFTA  

•   IGAD is scaling up industry 

activities like minerals resources 

processing and development, agro-

processing, cotton, textiles and 

apparels, metal processing and 

fabrication in conjunction with its 

member states with the help of AU, 

UNECA and UNIDO 

•   IGAD has supported member 

states to implement the sustainable 

tourism master plan (STMP). 

•   In the transport and infrastructure 

sub-sector, IGAD interventions are 

based on the Horn of Africa 

Initiative (HOAI) to support the 

IGAD regional interconnectivity and 

economic integration. 

•   IGAD Regional Water Resources 

policy is under formulation to guide 

the IGAD ‘blue economy’ and 

ensure that member states’ 

transboundary / shared resources are 

developed and managed in an 

integrated manner. 

•   Poor business enabling 

environment:-IGAD members 

fare poorly in the World Bank’s 

Doing Business Report. A poor 

business-enabling environment 

keeps the private sector small, 

primarily informal and weak. 

•   Narrow economic bases: 

Many of the member states are 

characterized by small 

populations, economic outputs 

and limited markets to 

maximize any benefits from 

participating in regional 

economic integration initiatives.  

•   Political instability in South 

Sudan and Somalia: - the 

prevailing political instability in 

South Sudan and Somalia is 

sufficient to stand in the way of 

regional economic cooperation 

and integration.  

•   Low industrial capacity: - 

The IGAD member states are 

not industrialized nations; yet 

increased industrialization is a 

shared goal.  Within their poor 

business enabling environments, 

member states’ industrial 

sectors are plagued by an 

absence of research and 

development activities, low 

productivity, limited investment, 

poor quality inputs and a 

shortage of supply of inputs.   

•   Operationalisation of the 

IGAD Minimum Integration 

Plan (MIP:- currently, free 

movement of people within 

the IGAD region is being 

carried out among the 

member states on a bilateral 

basis and is not harmonized at 

the regional level. IGAD has 

undertaken a study to develop 

and implement protocol on 

free movement of persons in 

the region in line with the 

MIP. 

•   The region has significant 

and diversified energy 

resources in hydropower, 

solar power, wind energy, 

geothermal, nuclear energy 

and fossil fuels and these 

could form the basis for 

setting up businesses in the 

energy sector. 

•   Potential for involving the 

private sector in regional 

integration initiatives: As an 

example, efforts should be 

stepped up to engage the 

IGAD Business Forum (IBF), 

an advocacy body whose 

mandate is to amplify the 

voice of the private sector and 

enhance the sector’s visibility 

in IGAD’s regional 

integration agenda. 
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Current situation Challenges Opportunities 

•   High Cost of Energy: - Power 

tariffs in the IGAD member 

states run on the high side and 

are not reliable.  These 

conditions drive up the cost of 

doing business.  Constant power 

cuts, high power tariffs and 

unpredictable power supply 

poses serious problems to those 

engaged in manufacturing and 

other industrial sectors. 

•   Slow progress in regional 

integration:- the pace of the 

integration process has been 

slow within IGAD and other 

RECs that are supposed to be 

the pivots for the creation of the 

CFTA in Africa by 2017. There 

is limited trade with countries 

beyond geographical 

neighbours:  Countries trade 

largely with the countries they 

share a border with. There is 

thus inadequate commitment, 

absence of effective policy and 

regulatory frameworks for 

integration at the regional level. 

•   Poor and expensive transport 

infrastructure:  IGAD member 

states are generally 

characterized by absence of 

infrastructure which drives up 

the cost of doing business.  High 

transport costs and delays 

resulting in the spoilage of 

perishable goods in transit are 

among the related challenges. 

•   Regional infrastructure 

projects: - these will definitely 

improve interconnectivity and 

trade. 

•   Identification and design of 

transnational projects to 

attract funds: Trans-national 

projects that cross boundaries 

are viewed as attractive to 

private investors and the 

donor community alike.  The 

successful identification, 

design and funding of trans-

national projects presents an 

opportunity for IGAD. 

•   Given the importance of 

telecommunications in the 

development process and the 

dire state of fixed-line 

telephones in the region, the 

explosive growth in mobile 

telephony and internet 

connectivity could potentially 

contribute to addressing some 

of the important challenges it 

faces today. 

Source: IGAD Regional Strategy Framework 
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2.4 Regional financial sector development 

a. Member states 

The HESPI policy paper Financial Sector Development in the IGAD Region by Ali I. Abdi and Emerta 

A. Aragie (September 2012) provides a comprehensive review of regional financial sector development. 

The following observations are drawn from the paper’s conclusions: 

 The region is characterised by a low level of financial sector development that is dominated 

by commercial banks 

 There is low sophistication of banking products; these are largely related to money transfer, 

deposit and lending services 

 Foreign banks are allowed to operate in most IGAD member states, though Ethiopia is a 

notable exception 

 The financial sector does not yet meet the central role of modern financial systems of 

providing financial resources to the economies of the region 

 The financial sector in Djibouti, Eritrea, Ethiopia and Sudan is dominated by a small 

number of banks 

 Development banks feature in some countries, though these are at variable stages of 

development and typically show limited innovation1 

 Non-banking financial institutions, such as stock markets, corporate bond markets, 

insurance companies and pension funds are at variable stages of development 

 Microfinance is viewed as having high relevance, though microfinance institutions have 

limited outreach in some countries 

 Most countries are characterised by limited availability of long-term credit and restricted 

access to bank credit through such factors as lack of collateral and information asymmetry 

 There is a need for policy and regulatory improvements to enhance access to bank credit 

 

 

The paper concludes with the following recommendations: 

                                                           
1 Abdi and Aragie identify the following specialised financial institutions extending financial services to 

strategic sectors: Banque de Développement de Djibouti; Eritrean Development and Investment Bank; Ethiopia 

Construction and Business Bank; Development Bank of Ethiopia; Housing Finance Bank (Kenya); 

Development Bank of Kenya; Industrial Development Bank of Kenya; Agriculture Finance Corporation 

(Kenya); Nile Industrial Development Bank (Sudan); Agricultural Bank of Sudan; Industrial Bank of Sudan; 

Uganda Development Bank; Centenary Rural Development Bank (Uganda) 
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 Member state governments should recognise the potential role of financial and capital 

markets and their contribution to long-term funding 

 Governments should provide credit guarantees for lending to small enterprises that lack 

collateral assets 

 Member states should set up a centralised development bank to raise international finance 

to fund long-term development programmes and projects 

 The administrative and institutional framework for microfinance should be improved to 

expand the availability of micro credit to support small to medium scale projects 

b. Multilateral and regional development finance institutions 

Whilst Abdi and Aragie identify weaknesses in financial sector development at the level of member 

states, many multilateral and regional development finance institutions operate in the IGAD member 

states.  In some of their activities, these institutions would likely compete directly with an IGAD 

regional development bank. 

A brief review of key multilateral and regional development finance institutions operating in the region 

is provided below.  

African Development Bank (AfDB) 

As the leading African development finance institution, AfDB operates in the Eastern Africa region (13 

countries) through a regional resource centre (EARC) in Nairobi and field offices in 7 countries. 

AfDB activities are described in the Bank’s report The African Development Bank: A Partner of Choice 

for the Eastern Africa we want under six areas of activity: 

(i) Support for socio-economic development and regional integration towards the long-term vision 

of free movement of goods, capital and people 

(ii) Financing of infrastructure in the energy, water, transport and ICT sectors, where the AfDB 

aims to be a ‘connector, convenor, and catalyser’; the AfDB  describes its role as ‘partnering 

with other stakeholders, engaging the private sector through PPPs and working with the donor 

community to mobilise co-financing’ 

(iii) Promoting financial inclusion, primarily through support for education and training 

(iv) Programmes to address climate change, through analytic work, advisory services and lending 

(v) Support for private sector development, working with governments to improve their business 

environments and financing of private sector investment through public private partnerships 

(PPPs), partial credit guarantees and the AfDB Private Sector Credit Enhancement Facility to 

mobilise additional finance from the private sector 

(vi) Tackling fragility, including support by way of the AfDB Fragile States Facility (FSF) 
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In addition to AfDB’s own activities, the Bank is a shareholder in the East African Development Bank 

(EADB), PTA Bank and Shelter Afrique. 

EADB 

EADB was founded in 1967 as one of the key institutions of the EAC with a mandate to stimulate 

economic growth and social progress in the region. 

The Bank’s current shareholders comprise Kenya, Rwanda, Tanzania and Uganda as Class A (member 

state) shareholders, and AfDB, FMO (the Netherlands Development Agency, DEG (the German 

Investment and Development Company), Stanbic Bank Investment Company, Commercial Bank of 

Africa, Standard Chartered Bank Plc and Barclays Bank Plc as Class B (institutional) shareholders. 

EADB’s core business is to provide medium and long term finance to public and private sector projects 

in its member states, with priority given to projects with the potential for high growth, generating 

substantial socio-economic benefits and promoting regional integration.  The Bank also offers asset 

leasing, equity finance, short-term finance for working capital, trade finance and real estate 

development finance. 

The Bank’s focus areas are food security, infrastructure, skills development, climate change and 

regional integration. 

PTA Bank 

Established in 1985, PTA Bank’s mandate is to finance and foster trade, socio-economic development 

and regional economic integration across its member states. 

The Bank’s mission is ‘To be at the forefront of extending development capital and services to advance 

regional growth and integration through customer focused and innovative financing instruments.’ 

The Bank’s shareholders comprise 18 states from the Eastern and Southern Africa region (81.3% 

shareholding), two non-regional members, Belarus and China (6.6%), and African institutional 

shareholders, including AfDB, the African Reinsurance Corporation (Africa-Re) and 8 other institutions 

(12.1%). 

The core areas of the Bank’s operations are project and infrastructure finance and trade finance. 

La Banque Arabe pour le Developpement Economique en Afrique (BADEA) 

BADEA was established by a resolution of the 6th Arab Summit Conference at Algiers in November 

1973 and commenced operations in March 1975. 

The Bank is owned by eighteen Arab countries of the League of Arab States (LAS) and operates as an 

independent development finance institution with full autonomy in its administrative and financial 

operations. 

The Bank was established for the purpose of strengthening economic, financial and technical 

cooperation between the Arab and African regions with a mandate to: 

(i) Participate in financing economic development in African countries 
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(ii) Stimulate the contribution of Arab capital to African development 

(iii) Help provide the technical assistance required for the development of Africa 

Shelter Afrique 

Established in 1982 by African governments, the AfDB, Africa-Re and the Commonwealth 

Development Corporation (CDC, the UK’s development finance institution), Shelter Afrique describes 

itself as ‘a pan-African housing finance institution dedicated to providing a full suite of funding 

solutions for new affordable housing projects across Africa’. 

Shelter Afrique’s shareholders include its 44 member countries, categorised as ‘Class A’ shareholders, 

plus AfDB and Africa-Re, categorised as ‘Class B’ shareholders. 

Shelter Afrique has financing arrangements with international development finance institutions, 

including FMO, AFD (the French Development Agency), and the European Investment Bank (EIB), 

and other partnership arrangements with the International Union of Housing Finance, the Centre for 

Affordable Housing Finance in Africa, and UN-Habitat. 

Other institutions 

Other multilateral and bilateral financial institutions active in the region include the EIB, KfW (the 

German development bank) and China Development Bank. 

These institutions all operate as direct lenders in the region as well as by way of lines of credit to 

financial intermediaries for on-lending to final beneficiaries.  As non-regional institutions, these banks 

are unlikely to directly compete with an IGAD regional development bank and should therefore be 

considered as potential future financing partners. 

2.5 Development partner perspectives 

IGAD’s broad-based development role, as described in the IGAD Regional Strategy, is widely 

recognised by key development partners, such as the World Bank and European Union in their Horn of 

Africa strategies.2 

These development partner views on the IGAD role are well summarised in the World Bank Regional 

Initiative in Support of the Horn of Africa, October 2014, as follows: 

 

                                                           
2 World Bank Regional Initiative in Support of the Horn of Africa, October 2014; European Commission, Horn 

of Africa Initiative Strategic Framework, November 2011. 

http://www.shelterafrique.org/index.php/project-map/
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Other partners take a narrower view of the IGAD role, focusing on its activities related to peace and 

security and drought resilience.  In a 2012 publication, The African Development Bank in East Africa, 

Consolidating the Present and Shaping the Future, the AfDB view of IGAD is described as follows: 

A further AfDB publication The African Development Bank: A Partner of Choice for the East Africa 

we want, 2014, further emphasises IGAD’s security role: 

Meetings with other development partners similarly suggest that IGAD is more usually associated with 

its specialist role in areas such as peace and security and climate resilience, than with regional economic 

integration. 

Whilst IGAD should rightly determine its own development role, the perceptions of partners are 

important as these are likely to determine the areas of activity they are interested to support.  This is an 

The Role of IGAD in Promoting Regional Peace and Security 

 

The IGAD was created by six countries in the Horn of Africa in 1996 to supersede the 

Intergovernmental Authority on Drought and Development founded in 1986. The recurring, 

severe droughts between 1974 and 1984 caused widespread famine and hardship, requiring a 

regional approach to supplement national efforts. In March 1996, members renewed the IGAD 

charter to expand its mission and, through cooperation, promote: 

 

 Food Security and environmental protection 

 Peace and security in the sub-region 

 Economic cooperation and regional integration 

 

IGAD has become a vital provider of mediation services in its quest to resolve conflicts in the 

region. Most recently, in keeping with its mandate, IGAD sent a special envoy to South Sudan who 

is actively engaged in shuttle diplomacy to bring about cessation of hostilities accompanied by a 

Monitoring and Verification Mechanism. IGAD has also been instrumental in helping Somalia 

address internal threats to stability along the path to nation-building. 

African Development Bank Support to IGAD 

 

The Bank recognizes IGAD as a key development partner in Eastern Africa and will continue to 

play a supportive role aimed at promoting peace and security, through the opportunities offered in 

programs being implemented by IGAD, the AU, the UN and other development partners in the 

region. One example is IGAD’s Regional HIV/AIDS Partnership Program for the Cross-Border 

Mobile Population. The AU, COMESA, EAC, IGAD and the Indian Ocean Commission (IOC) have 

enjoyed some success in implementing conflict prevention and arbitration mechanisms within the 

AU’s African Peace and Security framework. There are also various initiatives to combat piracy 

and provide peacekeeping forces to help resolve conflicts in the region. In addition, the Bank has 

financed two IGAD projects to undertake a pilot study for water harvesting and the other project 

researched the mapping of trans-boundary waters in the region. 

IGAD has a growing influence on the regional process in the Horn—partly through its regional 

peace and security activities, which continue to gain in importance and stem from the recognition 

that national security interests are intimately connected across the region, but also through its 

important activities and programs in support of drought disaster resilience and sustainability, and 

its growing number of activities in support of economic integration 



12 
 

important consideration in the decision as to whether to establish an IGAD regional development bank 

and in determining the scope of operations of such a bank. 

3. International context 

3.1 Financing for development 

‘Financing for development’ is a generic term that has been used to describe international efforts to 

mobilise finance for international development, following the United Nations International Conference 

on Financing for Development, held in Monterrey, Mexico, in March 2002. 

  The Monterrey conference identified six sources of financing for development: domestic resources 

(such as savings and taxation); foreign direct investment; international trade; international aid; debt 

relief; and systemic reforms.  A key theme of subsequent conferences on financing for development, in 

Doha (2008) and Addis Ababa (2015), has been to increase the mobilisation of financing from 

alternative sources. 

A wide range of organisations, including multilateral, civil society, private sector and philanthropic 

organisations, have contributed to this effort, proposing alternative sources of financing for 

development and mechanisms for leveraging official development assistance (ODA).  The financing 

for development initiative has evolved into a broad-based drive to enhance global financial flows, tools 

and mechanisms to finance new development initiatives across the globe. 

The report of the UN Secretary General on the Third International Conference on Financing for 

Development, held in Addis Ababa, Ethiopia, in July 2015, provides an overview of the current 

financing for development framework as set out in the Addis Ababa Action Agenda (AAAA).  A notable 

inclusion in the report is its recognition of ‘the growing role for national, international and multilateral 

development banks’. 

 

 

 

 

 

 

 

 

 

 

 

The Addis Ababa Action Agenda (AAAA) 

A new financing framework 

The AAAA presents a policy framework to realign financial flows with public goals. Official 

development assistance (ODA) remains crucial, particularly for countries most in need, but aid 

alone will not be sufficient. The AAAA addresses all sources of finance: public and private, domestic 

and international. As in the Monterrey Consensus, it recognizes that finance is not just about 

financing flows; it also depends on public policies that strengthen the national and international 

enabling environments. 

… … 

But the Action Agenda also goes beyond Monterrey to fully take into account the regulatory and 

other policy requirements for realizing all three dimensions – economic, social and environmental 

– of sustainable development in an integrated manner. The AAAA addresses the universal nature of 

the post-2015 development agenda and supports the implementation of the sustainable development 

goals (SDGs). 

… … 

The AAAA puts forward specific public policies and regulatory frameworks to encourage private 

investments that support the SDGs. It stresses the importance of long-term investment, and the need 

for all financing to be aligned with sustainable development. It spells out the potential contributions 

of public finance, highlighting the growing role of national, international and multilateral 

development banks. It emphasizes that development and dissemination of technology, as well as 

capacity building, are key means of implementation for the 2030 agenda for sustainable 

development. 

http://citiscope.org/topics/financing-development
http://www.un.org/esa/ffd/index.html
http://www.un.org/esa/ffd/index.html
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3.2 The role of development banks 

A later section of the Secretary General’s report provides further detail on the role envisaged for 

development banks in the AAAA.  This provides strong support for the formation of new development 

banks aligned with the sustainable development agenda, the mobilisation of funds from alternative 

sources and the protection of social and environmental standards. 

There is much published work on the role of development banks. A recent discussion paper published 

by the European Network on Debt and Development (Eurodad)3 Public development banks; towards a 

better model (April 2017), provides a review of recent developments and describes the mandate and 

need for PDBs as follows:4 

The Eurodad paper goes on to propose the following role for PDBs: 

 

                                                           
3 Eurodad is a network of 47 civil society organisations (CSOs) from 20 European countries, which works for 

transformative yet specific changes to global and European policies, institutions, rules and structures to ensure a 

democratically controlled, environmentally sustainable financial and economic system that works to eradicate 

poverty and ensure human rights for all. (www.eurodad.org) 
4 Eurodad categorises PDBs as follows: National (including sub-national institutions such as local or municipal 

PDBs, and provincial or state-level PDBs); Regional (including both continent-wide PDBs, and those focusing 

on a sub-region, e.g. an IGAD regional development bank); and Global (including institutions with a world-

wide scope of operations). 

International development cooperation 

 

The Action Agenda further calls on multilateral development banks to adapt to and be fully 

responsive to the sustainable development agenda. It stresses that development banks should make 

optimal use of their resources and balance sheets. It encourages them to examine their role, scale 

and functioning to improve their contribution to the sustainable development agenda.  

… … 

It welcomes new development banks and their contributions to development, and calls on them to 

establish or maintain social and environmental safeguards systems.  

There are four main ways PDBs can complement the commercial financial sector:  

 Directing finance to important sectors or regions. 

 Building the financial sector, by filling gaps in credit supply or demand. 

 Promoting economic stability, by playing a countercyclical role. 

 Improving standards, by insisting on, for example, social or human rights safeguards. 

 

Unlike other kinds of state-owned financial institutions, such as state-owned commercial banks or 

insurance companies, PDBs have a specific mandate to deliver on public policy objectives that 

support the economic development of a country or region. Although PDBs are concerned with 

financial returns, profit is not their overall goal.  

 

We need PDBs because the commercial financial sector is unlikely, of its own accord, to provide 

the finance needed to support rapid economic development. 
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These roles are considered in relation to an IGAD regional development bank under Section 4 below, 

whilst the next section considers a generic framework for PDBs. 

3.3 A generic framework 

The Eurodad paper proposes a framework of core features of a model PDB and this is reproduced in 

full below:  

Core features of a model public development bank 

Core features and key 
components  

Explanation/Detail 

A: MANDATE AND ROLE 

i. Strong development mandate5  The mandate of the PDB is to deliver sustainable development 
outcomes, avoiding vague or dual mandates. 

ii. Targeting finance where it is 
needed most  

The PDB targets regions, sectors or clients that are most in 
need, or that have the highest development pay out. 

iii. Responsible social and 
environmental standards 

The PDB takes responsibility for the social and environmental 
outcomes of all its activities. The PDB ensures that companies 
they work with, as clients or partners, do not avoid or evade 
taxes.   

iv. Stable, long-term perspective  The PDB’s focus is on long-term, sustainable, predictable and 
counter-cyclical funding. 

v. Support for national strategies  The PDB aligns its activities to democratically determined 
national plans, to ensure that the PDB helps to improve the 
financial sector as a whole. 

B: OPERATIONAL STRATEGY 

i. Right mix of public and private 
funding 

The PDB receives some public funding, so it is not a purely 
commercial institution. 

ii. Careful choice of methods of 
investing 

The PDB invests in ways that ensure their development 
mandate takes precedence over generating financial returns. 

iii. Internal systems to focus, assess 
and monitor 

The PDB has the internal capacity to assess and systematically 
show the impacts of their policies and investment decisions, 
and has effective due diligence procedures, accompanied by 
supervision and monitoring mechanisms. 

C: FINANCIAL SUSTAINABILITY 

i. Prioritise development 
outcomes 

The PDB should ensure development outcomes take 
precedence over profitability. 

ii. Reinvest any profits  The PDB should reinvest any profits to support the 
development focus of the institution.   

iii. Take care with public grants  Strong public accountability must be in place if PDB operations 
are subsidised by public funds beyond initial capital injections. 

iv. Incentivise staff to deliver for 
the public good 

The PDB draws on its development focus to recruit and 
motivate staff, without copying the bloated salary and bonus 
culture of parts of the commercial financial sector. 

 

                                                           
5 The European Investment Bank (EIB) and KfW Development Bank provide examples of public development 

banks with a strong development orientation and long-term records of financial sustainability. Details of these 

banks’ operations may be viewed at www.eib.org and www.kfw.de respectively. 

 

 

http://www.eib.org/
http://www.kfw.de/
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Core features and key 
components  

Explanation/Detail 

D: GOOD GOVERNANCE 

i. Equal borrower representation 
at multilateral PDBs 

The multilateral PDB has a governance structure that gives, as 
a minimum first step, equal voting power to borrowing 
countries 

ii. Strong transparency policies, 
based on the right to 
information 

The PDB has a strong and carefully implemented transparency 
policy based on: the right of access to information; automatic 
disclosure of information with limited exceptions; the right to 
request information; and public access to decision-making. 

iii. Active participation of civil 
society and bank employees 

The PDB has open channels for the meaningful participation of 
civil society groupss, including trade unions and bank 
employee unions, in its decision-making processes. 

iv. Insulation from political 
pressure 

The PDB has governance arrangements that protect it from 
undue government pressures that might be contrary to the 
bank’s mandated purpose. 

v. Strong accountability systems  The PDB has well-implemented accountability systems 
including: independent evaluations; meaningful participation 
of external stakeholders; and effective, user-friendly, 
independent complaints mechanisms. 

Source: European Network on Debt and Development (Eurodad) Public development banks; towards a better 

model (April 2017) 

 

As a respected European-based civil society organisation (CSO), the Eurodad framework provides a 

comprehensive view of the core features of modern development banks based on international best 

practice in development finance, and is therefore adopted as a framework for the development of an 

IGAD regional development bank business model under Section 4 below. 

4. Business model 

As there is no ‘right’ model for an IGAD regional development bank, and ‘ownership’ of the bank by 

its member states and other stakeholders is critical to its successful operationalization, the following 

description should be regarded as a framework for discussion and further development. 

It is proposed that this outline should provide the basis for a consultation process involving the IGAD 

Secretariat, member states and key international partners.  The outline should be further developed to 

incorporate member state and other stakeholder inputs to build a robust business model that provides a 

sound basis for the bank’s initial launch and its future sustainability.   

4.1 Mandate and role 

i. Strong development mandate 

The following roles of an IGAD regional development bank are proposed: 

1. Directing finance to priority economic sectors and regions 

2. Support for financial sector development in the IGAD member states according to national 

financial sector strengthening priorities, gaps in credit supply and demand, etc. 
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3. Promotion of economic stability in member states through measures to address short-term 

economic disruptions related to issues such as drought, environmental catastrophe, social 

unrest, conflict and insecurity, resettlement of refugees, etc.  

4. Contribution to improved environmental, social and governance (ESG) standards6 

It is proposed that the bank’s lending operations should target the following focus areas: 

 Agriculture, industry, natural resources and environment 

 Economic cooperation and integration and social development, including the financing of 

enabling economic infrastructure to support private sector led regional trade and investment 

 Lines of credit to financial intermediaries for on-lending to micro, small and medium 

enterprises (MSMEs) 

 Financial sector development 

It is recommended that the bank develop strategic approaches related to each of these focus areas and 

the following examples are provided: 

Development of strategic approaches 

Focus area Possible strategic approaches 

Agriculture, industry, natural resources and 
environment 

Direct lending to agricultural processing, manufacturing, 
energy efficiency and renewable energy projects, schemes 
to reduce soil erosion and desertification, etc. 

Regional economic cooperation and 
integration and social development 

Support for regional transport infrastructure, cross border 
water supply in border areas, private sector regional trade 
and investment projects, provision of medical services in 
rural areas, affordable housing projects, etc. 

Lines of credit to financial intermediaries for 
on-lending to MSMEs  

Lines of credit should support lending to sustainable 
enterprises to promote inclusive economic growth often 
based on inward funds provided for specific target groups at 
a concessional interest rate, e.g. agricultural processing, 
small-scale manufacturing businesses, etc. 

Financial sector development Technical and financial assistance to build private sector 
banking capabilities in selected financial institutions 
(possibly related to lines of credit), promotion of commodity 
exchanges, support for development of Islamic banking 
modalities and institutions, etc. 

                                                           
6 The environmental, social and governance (ESG) criteria is a set of standards for a company’s operations that 

socially conscious investors use to screen investments. Environmental criteria looks at how a company performs 

as a steward of the natural environment. Social criteria examines how a company manages relationships with its 

employees, suppliers, customers and the communities where it operates. Governance deals with a company’s 

leadership, executive pay, audits and internal controls, and shareholder rights. (http://www.investopedia.com/ 

terms/e/environmental-social-and-governance-esg-criteria.asp#ixzz4msZUzgXH) 

http://www.investopedia.com/terms/a/audit.asp
http://www.investopedia.com/terms/i/internalcontrols.asp
http://www.investopedia.com/terms/s/shareholder.asp
http://www.investopedia.com/%20terms/e/environmental-social-and-governance-esg-criteria.asp#ixzz4msZUzgXH
http://www.investopedia.com/%20terms/e/environmental-social-and-governance-esg-criteria.asp#ixzz4msZUzgXH
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In due course, it is proposed that the bank should consider setting targets for development outcomes 

related to each focus area as a means of further integrating the bank’s development orientation into its 

lending operations. 

These focus areas are further developed under Section 5.2 ‘Business strategy’. 

ii. Targeting finance where it is needed most 

Through alignment of the bank’s operations with the above focus areas, the bank will support priority 

thematic areas for regional development.  Within these thematic areas, the bank should support regions, 

economic sectors and social groups that are most in need of bank support, e.g. transport linkages in 

peripheral areas, private sector development in potential and post-conflict areas, basic medical services 

in remote rural areas, affordable housing in urban areas, etc. 

iii. Responsible social and environmental standards 

As a public institution, an IGAD regional development bank has a responsibility to the citizens of its 

member states to meet a high level of social and environmental standards, and the promotion of such 

standards is incorporated in the bank’s proposed roles (4.1 i above). 

In addition to the bank’s responsibilities to the citizens of its member states, formalisation of ESG 

standards by way of internal policies and guidelines is likely to be a key requirement of partners’ support 

to the bank by way of lines of credit and access to international funds (e.g. the Green Climate Fund 

(GCF) accreditation requirements stipulate rigorous ESG standards). 

iv. Stable, long-term perspective 

Whilst profit should not be the paramount goal, an IGAD regional development bank should seek 

sufficient return on its lending and other operations to assure its financial sustainability.  The bank 

should thus aim to contribute to economic and social development whilst earning a sufficient level of 

profit to fund future business growth. 

Alignment with international standards in financing for development, implementation of best practice 

banking disciplines, and close partner collaboration, should ensure the profitability of the bank’s 

operations and continuing partner support as the basis for its long-term sustainability. 

v. Support for national strategies 

A key rationale for an IGAD regional development bank is that it has an understanding of both the 

national development priorities of its member states and their shared challenges in areas such as food 

security, environmental sustainability, and peace and security.  

The bank should aim to prioritise its support for the development needs of its member states for the 

longer-term regional benefit (through enhanced regional stability, development of trade and investment 

opportunities, etc.), as well as providing a channel for international financing related to key thematic 

areas, to support the long-term development of the region and its member states. 
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4.2 Operational strategy 

i. Right mix of public and private funding 

An IGAD regional development bank is likely to be largely reliant on public funding from its member 

states, international financial institutions and other development partners.  However, in line with the 

principle of leveraging traditional sources of funds, the bank should aim to mobilise private sector 

resources to help meet the financing needs of the region. 

This is likely to involve support at each stage of the life cycle of investments, including advice on sector 

opportunities and business climate reforms, support for project preparation, transaction structuring, 

financing and project implementation, and the monitoring and evaluation of development impact. 

As risk-return considerations are a key priority of private sector participants, the bank should seek to 

provide the necessary incentives (e.g. political comfort, appropriate pricing structures, regulatory 

advice, advisory funds, risk sharing, co-investments, etc.) to address risk-return requirements of the 

private sector while encouraging a high level of ESG standards. 

A key principle in the bank’s lending operations, is that these should provide some measure of 

‘additionality’ relative to commercial lenders and other financial providers.  The bank’s capabilities 

related to its selected areas of activity, and its understanding of member states’ and partner priorities, 

and private sector requirements, are likely to be important criteria for partners’ willingness to support 

the bank’s activities by way of financial resources and technical capacity building. 

The bank’s long-term success and sustainability will thus largely be contingent on its understanding of 

member state, international partners and private sector priorities, and alignment of its operations to 

support these.  This should be explicit in the bank’s founding charter, whilst at an early stage of the 

bank’s operations, it should take steps to develop an operational strategy that supports and adds value 

to member states’ national development strategies and development partner programmes. 

ii. Careful choice of methods of investing 

As noted above, member states may have limited appetite and/or capacity to subscribe capital to an 

IGAD regional development bank.  Innovative ways will therefore need to be considered for member 

state governments with limited fiscal capacity to contribute non cash assets to encourage non-regional 

bilateral and multilateral institutions to commit equity and long term financing resources.  At the initial 

subscription of capital, the bank will seek the participation of member states, non-regional members 

and international financial institutions in its shareholder register. 

Following the commencement of banking operations, the bank should seek the continued support of 

such non-regional institutions and other partners by way of grant funds, lines of credit and/or technical 

assistance to support specific programmes.   

As such partner financing and support is likely to be conditional on the bank adhering to a well-defined 

development mandate, and financial sustainability rather the maximisation of financial returns, the 

bank’s development goals should be formalised at an early stage in the bank’s operational strategy. 

In due course, the bank’s development mandate could be further embedded through the setting of targets 

for specific development outcomes, e.g. infrastructure projects indicators, intra-regional trade and 
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investment indicators, jobs created, persons provided with access to basic medical services, reduction 

in carbon emissions, etc. 

iii. Internal systems to focus, assess and monitor 

The bank’s capacity to systematically assess the impact of its lending operations and to demonstrate the 

effectiveness of its appraisal, supervision, monitoring and evaluation, and reporting mechanisms, are 

likely to be important criteria for continued member state and partner financing of its activities. 

The bank should take steps to understand and implement rigorous procedures to satisfy these 

requirements at an early stage in its operationalization. 

4.3 Financial sustainability 

i. Prioritise development outcomes 

A well-defined development role and focus on achieving development outcomes is as much a part of a 

modern development bank as the repayment and servicing of its lending operations.  As stated under 

Section 4.2 ii above, the bank should consider setting targets for development outcomes as part of its 

ongoing strategic and operational planning. 

The bank’s capacity to contribute to the achievement of development outcomes through its lending 

operations is viewed as key to member states’ willingness to subscribe initial capital to the bank.  

Furthermore, such a development orientation is likely to be a pre-requisite for international partners’ 

support for the bank by way of grants, lines of credit and capacity building support. 

In addition to prioritising development outcomes in its strategic and operational planning, the bank 

should ensure that resources are provided for the ongoing monitoring and evaluation (M&E) of its 

lending operations for the achievement of development outcomes.  This M&E function should provide 

the basis for internal management reporting, partner reporting and the bank’s external communications, 

such as its website, marketing brochures and financial reports. 

ii. Reinvest any profits 

The rationale for a regional development bank should be to support the economic and social 

development of the region rather than to generate profits for the member states and other shareholders.  

It is proposed that the reinvestment of profits should be incorporated in the bank’s founding treaty and 

charter. 

iii. Take care with public capital and grants 

Consistent with the above discussion of the bank’s development mandate and operational strategy, 

systems of accountability for the use of all funds should be incorporated in the bank’s lending policies, 

procedures and systems. 

This is viewed as key to building the confidence of all stakeholders in the bank’s operations and a key 

foundation of the bank’s long-term financial sustainability. 
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iv. Incentivise staff to deliver for the public good 

The orientation of bank staff is an important factor in the successful launch and ongoing financial 

sustainability of the bank’s operations.  Staff performance objectives should be determined at the 

commencement of bank operations and should include measures of performance related to both 

financial and development criteria. 

4.4 Good governance 

i. Equal borrower representation at multilateral PDBs 

As member states are expected to make different capital contributions, they should exercise different 

voting rights based on the number of shares of the paid-in capital stock held by each member state.  

Bands for capital subscriptions and a timetable for paying in capital obligations should be determined 

at an early stage in the establishment of the bank to ensure some measure of consistency between 

similar-sized member states. 

Both PTA Bank and EADB follow voting rules based on the number of shares held by each member 

state.  At the level of the Governing Council, each governor should be entitled to cast the number of 

votes of the member state (or other member) that appointed him and which he represents, whilst a 

similar guideline should apply at the level of the Board of Directors. 

Where capital contributions are made in kind, an equivalent capital value should be determined and 

used as the basis for assigning voting rights.  (Publicly available information on the multilateral and 

regional development finance institutions considered under 2.4 b above would suggest that none of 

these institutions have accepted capital contributions in kind, though this equivalence in voting rights 

is a logical extension of the acceptance of such contributions.)   

The above guidelines are important in ensuring that the bank operates according to its regional 

development mandate and that its lending operations are directed towards regionally beneficial projects 

and programmes rather than politically driven projects that may serve the interests of a particular 

member state.   

ii. Strong transparency policies, based on the right to information 

The bank’s disclosure of information policies need to achieve a balance between transparency in the 

bank’s operations and respect for client confidentiality.  These principles should be incorporated in the 

preparation of the bank’s policy and procedures documents, which should include a disclosure of 

information policy to be reviewed and formally adopted by the bank’s Board of Directors. 

iii. Active participation of civil society and bank employees 

Employee participation in bank decision-making processes should be incorporated in the initial design 

of the bank’s management and governance structures, including the composition of bank committees 

and other decision-making bodies. 

Furthermore, the bank should ensure transparency and accountability to the general public and its own 

stakeholders, including its staff, in all its activities and external communications.   



21 
 

An underlying principle is that diversity of representation in the bank’s decision-making processes will 

contribute to the bank’s capacity to deliver on its development role and thus to its long-run financial 

sustainability.  However, in the IGAD regional context, it is recognised that capacity constraints of 

regional CSOs may limit the scope for their inclusion in the bank’s decision-making processes. 

iv. Insulation from political pressure 

All bank lending and other business decisions should be made on the merits of the underlying business 

case and independently of political influence. 

Minutes should be prepared of all meetings of the bank’s Board of Directors, management and internal 

committees to provide a written record of these discussions and the decisions taken. 

v. Strong accountability systems 

Independent evaluations, mechanisms for the participation of external stakeholders and easy-to-access 

independent complaints mechanisms should be incorporated in the bank’s policies, processes and 

systems to ensure high-levels of accountability in all bank operations. 

5. Operational design 

This section describes an operational design for an IGAD regional development bank based on the core 

features of the business model set out in Section 4.   

The operational design provides a more detailed description of key aspects of the bank’s proposed 

operations, though as with the business model, the design should be viewed as a basis for discussion 

and further development rather than a definitive blueprint.  A key principle underlying both the business 

model and operational design is that these should be aligned with member states’ and other key 

stakeholders’ priorities and objectives. 

5.1 Mission 

It is proposed that the bank’s mission should be to promote sustainable economic and social 

development in the IGAD region through providing development finance, support and advisory 

services. 

Related to the bank’s mission, the proposed roles of the bank (as described in Section 4.1 i), are further 

developed below. 

1. Direct lending to support commercially viable projects in IGAD priority economic 

sectors 

It is proposed that this lending should focus on two of the bank’s focus areas: 

(i) Agriculture, industry, natural resources and environment 

(ii) Economic cooperation and integration and social development 

These are broad areas (discussed further under Sections 5.2 ‘Business strategy’ and 5.5 

‘Lending operations’ below), in which available resources are likely to fall far short of financing 
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needs.  As the bank moves towards full operationalisation, it should therefore consider 

developing increased focus in its approach through defining specific areas of lending activity 

within each of these broad areas. 

A ‘programme’ approach focused on specific areas of need should be considered as a possible 

mechanism to bring increased focus to the bank’s direct lending activities.  For example, the 

bank could designate food security, climate finance and water supply projects as priority areas 

of lending activity.  As in all its activities, these priority lending activities should be 

determined according to the bank’s assessment of regional development needs and member 

state priorities. 

Increased focus, and the development of specialist expertise that this implies, is viewed as an 

important means of leveraging the bank’s own resources with partner financing.  For example, 

the development of ‘climate finance’ expertise could provide the basis for partners to provide 

dedicated lines of credit and technical support in this area.  This could include support for the 

bank seeking Green Climate Fund (GCF)7 accreditation, which would open up access to very 

significant further sources of climate-related funding. 

2. Support for financial sector development in the IGAD member states  

This activity should be targeted at supporting member states’ priorities for financial sector 

strengthening.  In addition, the bank should develop its relationship with member state financial 

institutions both to support its in-country direct lending activities (through co-financing and 

providing disbursement and collections services) and to identify intermediary financial 

institutions to support wholesale lending activities and the bank’s regional programmes, e.g. 

lines of credit to support SMEs, returning refugees, livelihood productive investments, etc. 

As this activity should be aligned with country-level financial sector strategies, lending 

operations in this area should be further developed according to member state priorities.  This 

provides the scope to support the development of Islamic banking in countries where this is 

required under banking law.  It also provides scope for the development of regional banking 

expertise and potential for the bank to promote the transfer of financial innovations between 

member states.  This financial sector expertise is viewed as a key area of potential added value 

to development partners seeking the bank’s support in implementation of their programmes. 

The bank should look to develop and promote the transfer and propagation of financial 

knowledge and expertise in other specialist areas, such as rural financial services, agricultural 

markets (including commodity exchanges), mobile banking, funds transfer services, post-

conflict finance and small-scale energy efficiency and renewable energy projects.  

Where appropriate, the bank should look to complement these areas of technical financial 

expertise with lines of credit to selected country-level financial institutions for on-lending to 

targeted beneficiary groups.  These lines of credit may be funded by the bank’s own resources 

or by partner funds targeted at specific thematic areas, e.g. food security, peace and security, 

climate finance, etc. 

                                                           
7 Details of the Green Climate Fund are available at https://www.greenclimate.fund 

 

http://www.greenclimate.fund/


23 
 

A further aspect of the bank’s support for financial sector development is the development of 

its own monitoring and reporting expertise.  This expertise is likely to be a pre-requisite for 

development partners’ lending to the bank by way of lines of credit and a further demonstration 

of the bank’s capacity to add value to development partners’ programmes. 

3. Promote economic stability in member states 

The bank’s capacity to manage financial resources to promote economic stability is viewed as 

an important role in a region that is susceptible to short-term economic disruptions related to 

issues such as drought, tribal disputes, refugee/internally displaced person movements, etc. 

As in its support for financial sector development, the bank could serve a specialist role in 

promoting economic stability in the IGAD member states.  For example, the bank could serve 

as a useful locus for the coordination of partner programmes in areas such as support for 

drought-affected communities, post-conflict rehabilitation, disaster relief and the resettlement 

of returning internally displaced persons. 

4. Contribute to improved ESG standards 

The establishment of an IGAD regional development bank as a new financial institution provides 

an opportunity to far exceed the ESG standards of existing multilateral and regional development 

banks operating in the region. 

A high-level of ESG standards should be viewed as integral to the bank’s development mandate 

and a feature of all the bank’s activities.  Not only does this contribute to regional environmental 

and social protection, it should also be viewed as a key differentiator of the bank from other 

institutions in the view of international partners. 

The adoption and promotion of high ESG standards is thus an important role and should support 

the bank’s access to regional funds, such as the European Union Emergency Trust Fund for Stability 

and Addressing Root Causes of Irregular Migration8, and global funds such as the GCF.  

The bank’s ESG standards thus translate into ‘good business’ by way of increased financing options 

to support the bank’s lending operations.  

5.2 Business strategy 

As outlined under Section 4.1 i above, it is proposed that the bank’s lending operations should support 

the following focus areas:  

1. Agriculture, industry, natural resources and environment 

Lending activities should cover a broad range of activities, including projects that contribute to 

enhanced agricultural and industrial production, food security, environmental protection, climate 

change mitigation and adaptation, etc.  Examples might include agricultural processing projects, 

                                                           
8 Details of the European Union Emergency Trust Fund for Stability and Addressing Root Causes of Irregular 

Migration are available at https://ec.europa.eu/europeaid/sites/devco/files/annex_5-eutf-hoa-so-03-re-

integ_en.pdf  

https://ec.europa.eu/europeaid/sites/devco/files/annex_5-eutf-hoa-so-03-re-integ_en.pdf
https://ec.europa.eu/europeaid/sites/devco/files/annex_5-eutf-hoa-so-03-re-integ_en.pdf
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manufacturing plants, irrigation and soil protection schemes, food storage, energy efficiency and 

renewable energy projects. 

The bank should be expected to play an important role in the financing of projects that contribute 

to the industrial transformation of the region and its member states.  In particular, it should support 

projects that are likely to involve multiple member states either as a source of inputs or as a market 

for finished goods, and thereby contribute to the strengthening of regional trade and investment 

linkages.  

As a region susceptible to drought, desertification and other effects of climate change (the rationale 

for the establishment of IGAD’s predecessor organisation, the Intergovernmental Authority on 

Drought and Development in 1986), the bank should aim to contribute to increased agricultural 

production and food security, enhanced natural resource management and the implementation of 

climate change mitigation and adaptation projects. 

As an important priority for regional development, this focus area also presents considerable scope 

for the mobilisation of resources from development partners.  In particular, the sourcing of financial 

resources from climate funds such as the GCF should be viewed as a significant business 

opportunity as well as supporting implementation of the bank’s development mandate.   

2. Economic cooperation and integration and social development 

The promotion of regional economic integration should be a key area of the bank’s lending 

activities.  This should include support for trade and investment linkages between IGAD member 

states, the promotion of regional economic and social infrastructure (e.g. cross-border transport 

schemes) and all other projects with a regional or cross border impact, or that contribute to regional 

social development. 

The bank’s lending in this focus area will need to be backed by increased member states’ support 

for regional economic integration.  IGAD Secretariat regional meetings should seek an increased 

emphasis on economic cooperation and a concerted drive to address the current low levels of 

regional economic infrastructure. 

Examples of specific projects might include the financing of regional trade and transport 

infrastructure, cross border water schemes and regional programmes to promote the 

construction of affordable housing, improved access to medical and educational facilities, etc. 

3. Lines of credit to financial intermediaries for on-lending to MSMEs 

This activity should leverage the bank’s understanding of development needs, and its financial 

sector knowledge, in each member state, to ensure that funds reach the targeted final beneficiary 

groups.  The bank’s support for MSMEs should be expected to contribute to employment creation 

and thus to inclusive and sustainable economic growth.  

The bank should be well-placed to support the implementation of bilateral partners’ regional 

programmes through intermediation between these partners’ regional offices and the targeted 

member states.  These programmes may be targeted at thematic areas such as support for pastoral 

groups or women entrepreneurs, or geographic areas such as post conflict countries or border 
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regions.  They may be associated with specific partner programmes such as financing schemes to 

promote peace and security, e.g. the AfDB Fragile States Facility.  

Lending activities are likely to be determined according to a combination of IGAD/member states’ 

private sector development priorities and support requirements of partners in implementation of 

their thematic/geographic programmes.  The bank’s specialist knowledge and monitoring/reporting 

expertise should provide a high level of added value to partner programmes in terms of achieving 

targeted development outcomes and enhancing their cost effectiveness. 

The bank’s support for MSMEs should be restricted to lending by way of lines of credit to financial 

intermediaries for on-lending to final beneficiaries.  The bank should not involve itself in direct 

lending to MSMEs as this is outside the scope of a regional development bank’s activities.  

4. Financial sector development 

This focus area aims to address the generally low level of financial sector development of the IGAD 

member states.  Interventions are likely to vary considerably between member states to reflect the 

‘gaps’ in each country and their different national financial sector strategies, e.g. the lower income 

countries may have a greater focus on rural financial services, whilst others put a higher priority on 

the development of infrastructure finance or venture capital capabilities. 

This area is closely related to the provision of lines of credit to financial intermediaries for on-

lending to MSMEs, e.g. the bank may provide technical assistance to financial intermediaries to 

support their implementation of a specific line of credit.  This is particularly likely where the line 

of credit is funded by a bilateral partner and the selected financial intermediaries are required to 

meet the partner’s (often demanding) monitoring and reporting requirements.  The bank’s 

understanding of partner requirements should put it in a strong position to serve this management 

and coordination role, particularly where the scheme is to be implemented in multiple countries 

within the region. 

The bank may directly finance firms contributing to financial sector innovation, e.g. financial 

technology (fintech) firms, stock or commodity exchange and settlement systems, money transfer 

and mobile payment systems, etc.  

In many areas of financial sector activities, there are likely to be opportunities for knowledge 

transfer and exchange between member states.  Examples of specialist expertise include the Uganda 

Energy Credit Capitalisation Company9 (renewable energy), the Ethiopia Commodity Exchange10 

(agricultural commodities markets).  The financial sector deepening trusts for Africa, Kenya, 

Tanzania and Uganda11 provide examples of some of the themes that the bank could consider in its 

support for financial sector development.  

The proposed types of lending activities related to each focus area are summarised under Section 5.5, 

‘Lending operations’. 

 

                                                           
9 www.ueccc.or.ug 
10 www.ecx.com.et 
11 www.fsdafrica.org; www.fsdkenya.org; www.fsdt.or.tz; www.fsdu.or.ug 

http://www.fsdkenya.org/
http://www.fsdt.or.tz/
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5.3 Governance 

The governance structure and mechanisms of the bank should be set out in the bank’s treaty and charter 

to be prepared and agreed by the governments of the IGAD member states.   

The governance structure should minimally comprise the Governing Council, the Board of Directors, 

the Chief Executive Officer (CEO) and the Chief Internal Auditor. 

Governing Council 

A Governing Council composed of representatives of the IGAD member states and other shareholders 

(subject to a minimum level of equity participation) should be formed as the highest-level governing 

body of the bank.  The responsibilities of the Governing Council should include: 

(a) To provide guidance to the Board of Directors related to the operations of the bank, the annual 

report and any other matters which the Board of Directors may refer to the council 

(b) To approve the annual report and accounts of the bank 

(c) To approve any distribution or other allocation of net income by the Board of Directors 

(d) To approve the appointment of external auditors or such other experts as may be necessary to 

examine and report on the general management of the bank and its Board of Directors 

(e) To take decisions related to: 

 the admission of new members 

 any increase in the bank’s capital 

 the election of the chairman and vice-chairman of the Board of Directors 

 the appointment, or cessation in office, of the CEO 

 the termination of the operations of the bank 

 any amendment to the bank’s treaty and charter    

Board of Directors 

The bank’s activities should be overseen by a Board of Directors, comprising a combination of member 

state and other shareholder representatives, development finance professionals, private sector members 

and civil society representatives.  The Board should represent a broad range of views and achieve a 

balance between public and private sector perspectives.   

Board members should be capable of adding value to Board discussions and bringing independent 

judgement to the decision-making process.  Their selection should be based on the knowledge, skills, 

objectivity and experience that they are able to contribute.   

Board members should be individually and collectively accountable to the bank shareholders.  They 

should also have individual and collective fiduciary responsibility to the bank, which requires that they 
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should at all times ensure that the bank is financially viable and properly managed, so as to protect and 

enhance the interests of the bank and its shareholders. 

Board decision-making should be based on the following broad principles: 

(a) All material decisions should be subject to a Board vote 

(b) The Board should establish formal, written procedures to govern the conduct of its business 

(c) The minutes of Board meetings should accurately record decisions taken and, as appropriate, 

the views of individual Board members 

(d) The Board should avoid consensus-seeking decision-making, as this may entail too much 

compromise leading to poor decisions. 

Board communications with shareholders should be based on openness and the timely, regular provision 

of information.  The Board should undertake periodic field visits to assess the bank’s development 

impact at first hand. 

The Board of Directors should form an Audit Committee, comprising selected board members to 

oversee the bank’s audit processes.  The bank’s Chief Internal Auditor should report to the committee 

and be required to attend meetings of the committee as appropriate.  

CEO 

It is proposed that the CEO should be appointed for an initial period of five years, and that he/she may 

be re-appointed for a further period of five years only at the discretion of the Governing Council. 

The CEO should be responsible under the direction of the Board of Directors for the conduct of the 

bank’s business.  He/she should be assigned responsibility for the organization, appointment and 

dismissal of the officers and staff of the bank in accordance with regulations adopted by the Board of 

Directors. 

Internal Audit 

The bank’s internal audit activities should provide an independent and objective approach towards 

adding value and contributing to the ongoing development of the bank’s operations.  This should include 

a systematic and disciplined approach towards evaluating and recommending improvements to the 

effectiveness of the bank’s risk management, internal control, and governance processes. 

The Chief Internal Auditor should be assigned responsibility for all internal audit matters, reporting to 

the Audit Committee of the Board. 

Code of conduct 

The bank should develop a formal code of conduct setting out the standards of personal behaviour to 

which individual Board members and all bank employees should be required to subscribe. 
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This should include the requirement that Board members and bank employees should act in the interests 

of the bank and that there should be a requirement of full disclosure of conflicts, or potential conflicts, 

of interest.  

5.4 Organisation structure 

As a specialist financial institution, the bank should have a relatively flat structure and this is reflected 

in the proposed organisation chart below. 

The bank’s development role, rigorous monitoring and evaluation of development outcomes and the 

external communication of its development impact should be integral to its lending operations, M&E 

processes and public relations.  In view of the importance of these aspects, the bank should consider the 

recruitment of dedicated personnel related to these roles in due course. 

The proposed structure is intended to support the lending operations described under Section 5.4 below 

and should be developed further to accommodate other activities that the bank may enter into in the 

future.  

 

Proposed Organisation Chart 

 

 
 

 

5.5 Lending operations 

5.5.1 Focus areas 

The proposed lending operations of the bank are described here in relation to each of the ‘focus areas’ 

to be targeted for bank support. 
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 Projects that provide improved food security, positive environmental impact or reduced 

negative environmental effects, typically on a concessionary basis supported by grant 

funding, e.g. food storage facilities, energy efficiency and renewable energy projects. 

 Support for agricultural, industrial and environmental infrastructure, also likely to be on 

a grant-funded or blended basis12, e.g. water projects, soil protection schemes, etc. 

2. Economic cooperation and integration and social development 

 Direct lending to projects that contribute to regional integration/cooperation and/or yield 

benefits to multiple member states, e.g. regional/cross border transport infrastructure, 

water supply in border areas, etc. 

 Promotion of intra-regional trade and investment, support for regional industrialization 

and direct lending to private sector projects with regional value chain linkages that 

contribute to high and sustainable economic growth. 

 Support for social development, typically on a concessionary basis supported by grant 

funding, e.g. provision of basic medical services in remote areas, construction of social 

housing in urban areas, etc. 

3. Lines of credit to financial intermediaries for on-lending to MSMEs 

 Lines of credit to country-level intermediary financial institutions for on-lending to 

targeted final beneficiaries, e.g. SMEs in post-conflict areas, livelihood productive 

investments for refugees, internally displaced persons or demobilised militias, small-

scale energy efficiency and renewable energy projects, etc. 

 In many cases, these may be wholly or partially grant funded by development partners; 

in such instances, the bank is able to provide additionality through its coordination 

capabilities and knowledge of country-level financial intermediaries that are best able to 

reach the targeted final beneficiaries 

4. Financial sector development 

 Financial and/or technical support for financial sector development of the member states; 

this should be aligned with country-level strategies, aiming to provide appropriate 

support towards filling gaps in financial services provision  

 Partnership with international financial institutions and other development partners to 

support regional/country-level financial sector initiatives, e.g. implementation support 

and/or co-financing of the AfDB Fragile States Facility13, blending of grant funds with 

                                                           
12 The combination of grant funds with loans is termed blending and provides a means of supporting lending 

operations at a concessional interest rate, e.g. trust funds such as the Africa Infrastructure Trust Facility (AITF) 

and the new Africa Investment Facility (AfIF) combine grant funding and loans to support Africa infrastructure 

projects.   
13 afdb.org/fileadmin/uploads/afdb/Documents/Publications/Fragile%20States%20Unit%20Brochure.pdf 

https://www.afdb.org/fileadmin/uploads/afdb/Documents/Publications/Fragile%20States%20Unit%20Brochure.pdf
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loans to support infrastructure finance through accessing trust funds such as the Africa 

Infrastructure Trust Fund (AITF) and the new Africa Investment Facility (AfIF)14 

 Development of regional financial sector expertise and support for the implementation of 

partner initiatives provides an important rationale for a regional development bank and 

contributes to the strengthening of the IGAD region as an economic community 

5.5.2 Products and services 

Five core product areas are proposed: 

1. Term lending 

Medium to long term loan; 3 - 10 years term; USD denominated; interest rate linked to bank 

reference rate; local currency and fixed rate options may be available through bank treasury 

operations 

Lines of credit 

Medium to long term line of credit; 3 – 5 years term; USD denominated; interest rate linked to 

bank reference rate; local currency and fixed rate options may be available through bank treasury 

operations 

2. Islamic banking facilities 

Equivalent facilities to the above on Islamic banking principles; return to the bank is earned by 

way of participation in the increase in value of the project(s) 

3. Funds management 

Management of third party funds for a dedicated purpose on a fee basis; funds likely to be aligned 

with IGAD regional development bank focus areas and regional coordination capabilities 

4. Treasury services 

A specialist product group to support the structuring of facilities in other product areas rather than 

to be provided directly to the client; the objective should be to structure facilities according to the 

client risk profile and thereby mitigate risks that may restrict the client’s capacity to meet its loan 

repayment obligations. 

5.6 Policies, systems and procedures 

A robust framework of bank policies, systems and procedures should be considered a key requirement 

for the successful and sustainable operation of an IGAD regional development bank. 

                                                           
14 eu-africa-infrastructure-tf.net/ ; ec.europa.eu/europeaid/regions/africa-investment-facility_en 

 



31 
 

Whilst this framework is likely to evolve over the early years of operation, documents related to the 

following aspects of the bank’ operations are considered a minimum requirement prior to the 

commencement of bank operations: 

 Credit policy 

 Lending procedures 

 Portfolio management procedures 

 Management of distressed loans procedures 

 Pricing policy 

 Environmental and social management policy 

 M&E policy and procedures 

 Risk management policy 

 Asset and liability management policy and procedures 

 Finance policy and procedures 

 Corporate communications policy and procedures 

 Human resources policy and procedures 

 Administration policy and procedures 

 ICT systems manual 

Development of an effective policies, systems and procedures framework is considered key to the 

viability and long-term sustainability of the bank’s operations.  In particular, the Bank should aim to 

build a robust risk management framework, and credit policy and procedures, as these will underpin the 

quality of the bank’s lending operations.  

5.7 Initial capital structure  

The initial capital structure of the bank will be dependent on the willingness and capacity of member 

states and other prospective shareholders to subscribe capital. 

To support the ambitious development objectives of the IGAD member states and to ensure autonomy 

in the bank’s decision-making, it is proposed that the bank should be majority owned by the member 

states and that it should target an initial minimum share capital of $800 million to $1 billion.   

This proposed initial share capital would compare with EADB’s capital base of $185 million as at 31st 

December 2015, and PTA Bank’s capital base of $856 million as at 31st December 2016.  This would 

imply an initial subscription of $400 million to $500 million of capital by member states and an 

equivalent amount to be contributed by non-regional and institutional shareholders. 
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To provide a comparison with other African regional banks, the Development Bank of Southern Africa, 

established in 1983, had a share capital of $2,247 million as at 31st March 2016, whilst the West African 

Development Bank, established in 1976, had a share capital equivalent to $1,321 as at 31st December 

2015. 

In view of the high level of targeted share capital for the IGAD regional development bank, and 

recognising the budgetary constraints on many IGAD member states, it is proposed that member state 

contributions to subscribed capital should be paid in over a period of three to five years.   

The level of capital contributions is clearly for each member state to determine, though this should be 

guided by their different size and levels of GDP.  The level of contributions and the timing for these to 

be paid in should be incorporated in the bank’s founding treaty and charter.  

The ambitious share capital target proposed above would likely be viewed as an important 

demonstration of member states’ commitment to the bank.  However, recognising the budgetary 

constraints on some member states, consideration should be given to the contribution of assets in kind 

that may subsequently be securitised and sold to private investors. 

This contribution of assets in kind has been considered in previous HESPI research and would likely 

contribute to the development of the bank’s syndications and market-making capabilities.  The 

mechanism for the contribution of assets in kind has been described in the draft HESPI report 

Development Bank of IGAD (September 2016) as follows: 

Public assets that could be considered for in-kind contributions to the bank for subsequent securitization 

include transport infrastructure, port facilities, oil and gas projects, renewable energy projects, power 

plants and electricity transmission infrastructure, public telecommunications networks, state-owned 

agricultural and industrial enterprises, banks, hotels and tourism ventures.   

These types of assets all feature among the assets of African regional development banks.  However, 

detailed information about such assets is not provided in publicly available information.  It is therefore 

not possible to assess whether such assets originated as in-kind contributions to these banks’ share 

capital for securitisation and onward sale to private investors. 

An alternative approach to the contribution of assets in kind would be for member states to identify 

assets for privatisation as a means of raising funds to meet their initial capital contributions.  This would 

likely raise a similar level of funds, whilst member states would retain control over the privatisation 

process.  It is proposed that future meetings of member states should determine their preferred 

The bank will transfer assets from the region into investment vehicles (off-the-shelf corporations) 

and sell shares in these corporations. The bank will hold shares for its own account, and/or sell them 

to other investors. Classes of investors will include sovereign wealth funds, IGAD governments 

themselves, foreign governments (albeit temporarily), institutional investors and mutual funds, joint 

venture partners and retail investors. Indeed, the marketing of IGAD securities to retail investors in 

upper-income jurisdictions comprises a key part of the bank’s strategy. Such engagement with 

foreign investors will bring positive attention to the region – and the investment opportunities it 

provides.  
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mechanism for meeting initial capital contributions, and that these meetings should also explore other 

means of achieving the targeted initial capital structure. 

It is proposed that international financial institutions and non-regional states should be invited to 

subscribe capital to make up the balance of the targeted initial share capital.  AfDB should be considered 

a key prospective institutional shareholder in view of its shareholding in other regional financial 

institutions, whilst non-regional members could be considered from the Middle East, Asia (notably 

China and India) and Europe.  

Non-regional members should be considered on the basis of the strength of their support for IGAD 

regional development and their capacity to contribute to the bank’s operations, notably by way of lines 

of credit, guarantees of the bank’s liabilities to third parties, technical assistance grants, technical 

expertise and co-financing of large-scale projects.  There needs to be a high level of consensus among 

member states in the selection of non-regional members in order to maintain an economic/technical 

focus in the selection process and to ensure that all member states are aligned in the selection of such 

non-regional members. 

Discussions have been held with a small number of bilateral and non-regional partners.  Whilst these 

discussions were held at an early stage in the consultation process, some partners expressed the view 

that an IGAD regional development bank would duplicate banking services already provided by 

existing banks, such as the PTA Bank. 

As these views do not represent the ‘official’ view of partners towards an IGAD regional development 

bank, they are not attributed here to specific institutions.  However, in order to gain the future support 

of these partners, future discussions should emphasize the ‘additionality’ of the bank’s services, e.g. an 

emphasis on regional/cross-border projects, an increased focus on IGAD regional issues of 

industrialisation and enhanced agricultural production and increased provision of banking services in 

the smaller IGAD member states and to social groups with currently restricted access. 

It is proposed that a more detailed assessment of the appetite of bilateral and non-regional partners to 

participate as shareholders in the bank should be conducted at an early stage following a decision of the 

member states to proceed.  This should include an assessment of their likely level of capital 

contributions towards the targeted minimum share capital.  The firm commitment of member states to 

proceed with the initiative is viewed as important in this process and is considered likely to draw strong 

support from Middle East and Asian partners interested to develop trade and investment opportunities 

in the region.  

The bank should also consider commercial banks and specialist financial institutions from its member 

states as potential shareholders, particularly where these are able to contribute to the bank’s specialist 

development role.  Other private and institutional shareholders with an interest in the IGAD region may 

be considered on a case by case basis as required to meet the bank’s targeted initial share capital. 

It is proposed that the bank should follow the usual convention of designating member states as Class 

A shareholders and institutional/non-regional members as Class B shareholders.  The rights of each 

class of shareholder should be set out in the founding treaty and charter, though the broad principle 

should be that the voting power of each member is based on the number of shares of the paid-in capital 

stock of the bank held by that member. 
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A bank financial model should be prepared following finalisation of member states’ and other 

shareholders’ initial capital contributions.  This should incorporate the financing of the bank’s lending 

operations considered below.  

5.8 Financing modalities 

The long term viability of an IGAD regional development bank is viewed as dependent on the bank 

implementing the highest standards in its lending operations to ensure its profitability and long-term 

sustainability and its ability to access partner financing and technical support. 

These are related aspects; as a public development bank, the bank must be able to demonstrate a high 

level of competence in its lending operations, including a commitment to the monitoring of 

development outcomes and ESG standards; in turn, partner support is likely to be contingent on the 

bank demonstrating these high operational and ethical standards. 

Recognising the low income levels of IGAD member states, the bank should seek grant funding to 

support concessional lending rates to its clients whenever feasible.  The use of these grant funds is likely 

to be restricted to specific purposes, such as support for regional transport infrastructure, irrigation, 

drought resilience and food storage schemes, or energy efficiency and renewable energy projects.  The 

proposed bank’s focus areas (Sections 4.1 i and 5.2) provide a sound basis for targeting grant funds and 

are consistent with the bank’s development mandate. 

The bank may also consider borrowing in the international financial markets, though this should only 

be considered in the medium term after the bank has established a record of successful lending 

operations.  International borrowing would also likely require that the bank obtain an international credit 

rating and a pipeline of projects on which the bank is confident of earning an acceptable interest margin 

to cover the servicing costs of such borrowing. 

As the bank will require the assured availability of long-term funding, it is not envisaged that the bank 

should take short-term deposits.  

5.9 Competitive advantage 

As an IGAD regional institution, the bank should be considered as having a regional mandate that sets 

it apart from other multilateral, regional and country-level development finance institutions. 

Whilst the bank should operate independently of IGAD regional institutions and member states’ 

influence, the bank’s proposed focus areas are considered to provide a sound framework for the bank’s 

lending operations that is consistent with IGAD thrusts and pillars.  In view of the regional presence of 

other international financial institutions and development partners, the challenge for the bank will be to 

serve as an effective financial intermediary in its support for regional and member state development 

priorities. 

This requires a rigorous approach towards setting up the bank to achieve excellence in its lending 

operations to ensure its strong financial performance, complemented by best practice principles for the 

operation of public development banks.  The IGAD regional development bank model and operational 

design described above are intended to provide an initial template for the establishment of the bank, 

though its future success will require an ongoing commitment to the highest operational standards. 
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The proposed roles of the bank in supporting priority economic sectors, financial sector development, 

economic stability, and improved ESG standards (Section 5.1), are viewed as key differentiators from 

other multilateral and regional financial institutions.  Following commencement of the bank’s 

operations, it is envisaged that the bank should further develop this specialist role through exploring 

other areas in which to develop its competitive advantage. 

The above operational design provides an initial framework for the establishment of the bank, though 

its future growth and sustainability will depend upon the commitment of the member states to founding 

an institution on the highest standards of operational excellence, integrity and good governance.   

5.10 Location of operations 

It is proposed that the bank should operate from a single headquarters location and coordinate its 

business development, loan monitoring and other activities by way of periodic missions to the member 

states as required. 

The location of the bank headquarters should be determined by the IGAD member states.  Key 

requirements are that the selected location should provide good air and electronic communications and 

be able to support financial transactions between member states. 

6. Feasibility 

6.1 Overview 

The above considerations of the IGAD region, the international development finance context and a 

proposed bank model and operational design, provide strong arguments to support the establishment of 

an IGAD regional development bank.  These arguments are briefly reviewed below.  

World Bank data reflect a generally low level of key development indicators in the IGAD member 

states, whilst recent regional research identifies a strong need for a regional development bank.  An 

effective bank should be expected to contribute to an improvement in the World Bank indicators and to 

addressing the key development needs identified by the research. 

There is a high level of international support for the role of development banks in the mobilisation of 

financing for development.  The Addis Ababa Action Agenda welcomes the formation of new 

development banks and recognises their potential to contribute to mobilising alternative sources of 

finance and supporting the achievement of the sustainable development goals.  

The Eurodad civil society organisation similarly supports the role of development banks and has 

developed a model framework that supports a broad role for public development banks.  The model has 

been used as the basis for development of a proposed IGAD regional development bank business model. 

A detailed operational design for an IGAD regional development bank has been proposed.  This is based 

on four focus areas to support regional economic development and is viewed as supportive of the IGAD 

Regional Strategy Framework and Implementation Plan.  This is intended as a basis for further 

consideration and development by member states and other key stakeholders. 

The proposed business model and operational design are viewed as providing a viable blueprint for an 

IGAD regional development bank subject to the member states assuming ‘ownership’ of the initiative 
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and assigning a well-qualified task force to initiate discussions with prospective non-regional and 

institutional shareholders and key development partners.  These aspects are discussed further below. 

It is envisaged that the bank should finance its lending operations through leveraging its initial share 

capital by way of long-term borrowing and grant funding.  The bank should enter into discussions with 

prospective lenders at an early stage following its commencement of operations to obtain reasonable 

assurance as to the availability of funding to support its planned lending activities. 

High levels of partner support for IGAD regional development would suggest that the IGAD Regional 

Strategy provides a good foundation for the operations of a regional development bank and a sound 

basis for attracting financial and technical support by way of lines of credit and grant funding from 

development partners.  

In summary, the establishment of an IGAD regional development bank should be viewed as feasible 

and financially sustainable subject to member states’ commitment to the initiative, a robust business 

model and operational design and effective implementation of the bank on best practice principles.   

6.2 Assumptions and pre-conditions 

Sections 4 and 5 above describe a proposed IGAD regional development bank business model and 

operational design.  The business model should be considered as a framework of core features of a 

regional development bank for the IGAD region, whilst the operational design presents a more detailed 

description of the bank’s operations.  The operational design has been developed from, and is therefore 

consistent with, the proposed business model.  

A critical requirement for the successful establishment of the bank is its ‘ownership’ by the IGAD 

member states.  A meeting of member state representatives is proposed to discuss the above business 

model and operational design, to formally decide upon whether to proceed with the establishment of 

the bank and, assuming a positive decision, to further develop the business model and operational 

design, and agree upon the initial levels of member state capital subscriptions.  

Assuming a positive decision on the establishment of the bank, it is proposed that a task force should 

be assigned to initiate discussions with potential non-regional and institutional shareholders to ascertain 

their interest in membership and proposed levels of capital subscriptions.   It is proposed that these 

discussions should include AfDB, Africa Re, African Finance Corporation, EIB, KfW, AFD, China 

Development Bank, Exim Bank of India and other institutions that member states wish to prioritise to 

discuss their potential participation as shareholders. 

The meeting of member states and discussions with prospective other shareholders should provide the 

basis for a more realistic assessment of the appetite to subscribe to the bank’s initial share capital.  This 

should be viewed as a further ‘decision point’, at which member states should assess whether the likely 

level of initial capital is sufficient to proceed with establishment of the bank (as noted under Section 

5.7, it is proposed that the bank should target an initial minimum share capital of $800 million to $1 

billion). 
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6.3 Key challenges 

Three key challenges to the establishment of an IGAD regional development bank are identified as 

follows15: 

(i) Securing the agreement of member states to formally proceed with establishment of the bank 

(ii) Securing the commitment of member states to an agreed level of initial capital subscriptions 

(iii) Securing the participation of non-regional and institutional shareholders to meet the proposed 

minimum level of initial capital of $800 million to $1 billion 

A meeting of member states related to (i) and (ii) above, and discussions with prospective other 

shareholders related to (iii) above, are proposed as next steps towards establishing the bank.  These 

steps should enable the member states to ascertain the feasibility of attaining the targeted initial share 

capital of $800 million to $1 billion and thus provide the basis for their decision as to whether to proceed 

with further steps towards establishing the bank. 

Member states’ ‘ownership’ of the regional development bank initiative, and the commitment of 

member states and other shareholders to an agreed level of initial capital subscriptions, are viewed as 

the critical steps towards establishing the bank.  Following these steps, it is proposed that discussions 

should be held with international partners to assess their interest in supporting the bank by way of 

financial and technical assistance to ensure a successful launch of the bank’s operations.  These 

discussions are likely to include the institutions noted under 6.2 above, though should also be extended 

to other development partners not considered as potential shareholders that may be interested to support 

the bank’s lending operations.  

Formal agreement of the member states and other shareholders to proceed with the establishment of the 

bank, and on the level of their initial capital subscriptions, should be viewed as the start of the process 

towards establishing the bank.  This should be formalised by way of a resolution of the member states 

and appointment of a task force to proceed to the next steps in the process. 

The proposed meeting of member states, discussions with prospective other shareholders, and 

subsequent steps towards establishing the bank, are developed further by way of proposed next steps 

under Section 6.5 below. 

6.4 Trust fund management    

In addition to the proposed lending operations described under 5.5 above, there is significant potential 

for the bank to engage in the management of trust funds.  These are typically focused on a particular 

                                                           
15 A further challenge relates to the development of the planned operations of an IGAD regional development 

bank to the satisfaction of all member states.  Particular issues are likely to include the accommodation of 

Islamic banking principles in some member states, and the reconciliation of sometimes competing member state 

development priorities.  These aspects need to be incorporated in the further development of the business model 

and operational design and this should be viewed as part of the discussion between member states.  Agreement 

of the member states to formally proceed towards the establishment of the bank should thus be viewed as an 

expression of confidence that an IGAD regional development bank can overcome the differences between 

member states for their collective benefit. 
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geographic region (e.g. the AfDB’s Nigeria Trust Fund) or a specific theme, such as regional 

infrastructure (e.g. the Africa Infrastructure Trust Facility).   

The development of specialist funds management expertise should be viewed as complementary to the 

bank’s own lending operations.  This should enable the bank to extend the reach of its operations 

through accessing existing and future trust funds to complement its own resources.  Furthermore, many 

trust funds provide financing at a concessional interest rate or on a grant basis, further enhancing the 

bank’s capacity to support projects with high development impact in the IGAD member states.  

As the bank builds its fund management expertise, it could take the lead in establishing new trust funds 

targeted at specified geographic areas or priority regional themes such as support for financial sector 

development or SME development in the member states.  The bank’s own lending operations, its 

management of third party trust funds and its leadership in forming new trust funds would represent 

complimentary activities for supporting IGAD regional development. 

An example of a third party IGAD focused trust fund that could be targeted by the bank is the European 

Union Emergency Trust Fund for Stability and Addressing the Root Causes of Irregular Migration.  

Other international partners also favour the trust fund approach, with GIZ currently developing a 

regional trust fund model as a mechanism to promote investment in peripheral countries of the IGAD 

region. 

Examples of specialist trust funds are the financial sector deepening trust for Africa and the country-

level trusts for Kenya, Nigeria, Tanzania and Uganda.  These are focused on developing deeper financial 

systems to improve access to finance for the citizens of these countries.  A key advantage of such trust 

funds is that they can accommodate differences in financing cultures in different countries rather than 

having to incorporate these differences into a single business model. 

Support for SME business development through financial intermediaries represents another potential 

trust fund model.  Such a fund could provide capacity building and technical advisory services for 

SMEs, including business planning, marketing, financial management and technical research. In the 

majority of cases, such services would be provided through third parties identified in each of the 

member states with the necessary technical skills. 

An IGAD concessional trust fund could serve to expand the operational reach of an IGAD regional 

development bank, and would effectively operate as a specialist fund management capability, a 

mechanism familiar to many large development banks.  

6.5 Next steps 

Next steps towards establishment of an IGAD regional development bank are proposed as follows: 

(i) Meeting of IGAD member states, to discuss the proposed business model and operational 

design, to formally decide upon whether to proceed with the establishment of the bank and, 

subject to a positive decision, to further develop the business model and operational design, and 

agree upon the initial levels of member state capital subscriptions and the related timing for 

these subscriptions to be paid in 

(ii) Assignment of a task force with initial responsibility for discussions with potential non-regional 

and institutional shareholders to ascertain their interest in membership of the bank and their 
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proposed level of capital subscriptions; these discussions should provide the basis for the 

member states to determine the feasibility of establishing the bank and whether to proceed with 

further steps 

(iii) Assuming a positive outcome to steps 1 and 2, the task force should be assigned to enter into 

discussions with international partners to invite their financial and/or technical support towards 

the bank’s operationalization and commencement of operations 

(iv) The task force should be assigned leadership of the following operationalization tasks: finalise 

the bank business model and operational design; develop a bank financial model; prepare bank 

policies, systems and procedures; recruit key personnel; develop initial bank lending 

operations; propose a name and logo for the bank; determine location for the bank headquarters; 

plan formal launch event  

(v) Formal launch and commencement of bank operations 

7. Implementation timeline 

The following timeline is proposed for the next steps identified above: 

Step Target date Comments 

1. Meeting of IGAD member 

states 

15/2/18 It is hoped that the present study provides 

sufficient basis for member states to make an 

early decision on the establishment of the bank, 

and their proposed level of capital subscriptions 

2. Task force discussions with 

potential non-regional and 

institutional shareholders 

30/6/18 Initial discussions should seek to determine an 

indicative level of interest from these institutions; 

it is understood that formal commitment is likely 

to take more time 

3. Task force discussions with 

international partners 

Ongoing These discussions should be viewed as a 

continuation of consultations with international 

partners in the preparation of this report; these 

should be expected to continue as the bank moves 

from the member states decision to establish the 

bank to its full operationalisation 

4. Task force to lead 

operationalisation tasks 

30/6/19 The proposed deadline is based on a formal 

decision on the establishment of the bank being 

taken on 30/6/18 and an estimated 12 months for 

completion of operationalisation tasks 

5. Formal launch and 

commencement of bank 

operations 

30/6/19 It is proposed that formal launch of the bank 

should immediately follow completion of the 

operationalisation tasks  
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Annex 1: Schedule of Documents Consulted 

IGAD 

 Regional strategy overview (website) 

 Regional Strategy Framework 

 State of the Region Report (Jan 2016) 

 Regional Strategy Implementation Plan 

 Regional Strategy Information Sheet 

 IGAD Structure Report (Dec 2009) 

HESPI 

 Access to Finance in Africa and the Role of Development Banks (May 2011) 

 Financial Sector Development in the IGAD region (Sep 2012) 

 Seminar proceedings of the ‘Assessment of Establishing a Development Bank for the IGAD 

Region’ (Jul 2014) 

 Background paper ‘Assessment of the need for a Development Bank in the IGAD Region’  

 Draft report ‘Development Bank of IGAD’ (Sep 2016) 

 Economic growth in the Horn of Africa: Identifying Principal Drivers and Determinants (Aug 

2013) 

 Assessment of Economic Integration in IGAD (Aug 2013) 

International Financial Institutions 

 AfDB East Africa Regional Integration Strategy Paper, 2011-2015 (Sep 2011) 

 AfDBin East Africa, Consolidating the Present and Shaping the Future (2012) 

 AfDB: A Partner of Choice for the Eastern Africa we want (2014) 

 AfDB State of Infrastructure in East Africa Report (Apr 2013) 

 DBSA Financial report, 2016 

 EADB Financial report, 2015 

 PTA Bank Financial report, 2016 

 World Bank Regional Initiative in Support of the Horn of Africa (Oct 2014) 
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 World Bank development indicators for IGAD member states (website) 

Other 

 AUC Peace & Security Department profile (website) 

 European Commission, Horn of Africa Initiative Strategic Framework (Nov 2011) 

 European Network on Debt and Development (Eurodad), Public development banks; towards 

a better model (April 2017) 

 United Nations, Report of the UN Secretary General on the Third International Conference on 

Financing for Development (Aug 2014) 

 

  

http://www.un.org/esa/ffd/index.html
http://www.un.org/esa/ffd/index.html
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Annex 2: Schedule of Contacts 

Regional organizations 

Organisation Contact person(s) 
Contact during 

consultation phase 

Intergovernmental 

Authority on 

Development (IGAD) 

Secretariat 

Abdalla Elsadig, Director, Economic 

Cooperation & Social Development, 

sadig.igad@igad.int 

Fathia Alwan, Acting Director Social 

Development, fathia.alwan@igad.int 

Zacharia Kingoni, Project Coordinator, 

Economic Cooperation & Social Development 

zacharia.kingoni@igad.int 

Joseph Rwanshote, joseph.rwanshote@igad.int 

Abdel Moneim Suliman Elhoweris, Food 

Security and Nutrition Expert, CAADP Focal 

Person, moneim.elhoweris@igad.int 

Mohamed Hussein Elduma, Health Specialist, 

IGAD Health & Social Development, 

mohamed.elduma@igad.int 

Ahmed Habbane, Planning & Coordination 

Section, ahmed.habbane@igad.int  

Meetings with Fathia 

Alwan, Zacharia 

Kingoni, Joseph 

Rwanshote, Abdel 

Moneim Suliman 

Elhoweris, Mohamed 

Hussein Elduma and 

Ahmed Habbane. 

4th-5th July 2017 

Horn Economic & 

Social Policy Institute 

(HESPI) 

Ali Issa Abdi, Managing Director, 

hespi1@gmail.com 

Daniel Fantaye, Programs Manager, 

Daniel.fantaye@hespi.org 

Haile Kibret, Director of Research, 

haile.kebret@hespi.org 

Meeting, 16th and 19th 

June 2017 

African Union 

Commission 

Sivuyile Bam, Head of Peace Support 

Operations Division, bams@africa-union.org, 

Tel. +251 11 551 7700 

Jido Okeke, Chief of Policy Unit, Peace Support 

Operations Division, jmartyns@gmail.com 

Meeting, 22nd June 

2017 

 

 

 

 

 

 

mailto:sadig.igad@igad.int
mailto:fathia.alwan@igad.int
mailto:zacharia.kingoni@igad.int
mailto:joseph.rwanshote@igad.int
mailto:moneim.elhoweris@igad.int
mailto:mohamed.elduma@igad.int
mailto:ahmed.habbane@igad.int
mailto:hespi1@gmail.com
mailto:Daniel.fantaye@hespi.org
mailto:haile.kebret@hespi.org
mailto:bams@africa-union.org
mailto:jmartyns@gmail.com
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Member state government institutions 

Organisation Contact person(s) 
Contact during 

consultation phase 

Federal Government 

of Ethiopia 

Wassihun Abate, Director, Legal Service 

Directorate, Ministry of Finance and Economic 

Cooperation, wabate@mofed.gov.et, Tel. +251 

111 570 108 

Meeting, 21st June 

2017 

Development Bank of 

Ethiopia 

Gatechew Wakie, V/P Project Finance, Tel. 

+251 912 199 706 

Teshome Alemayehu, V/P Lease Finance, Tel. 

+251 911 939 674 

Dr Bahailu Kassaye, Head of Rural Finance 

Intermediation Program (RUFIP) and Export 

Credit Guarantee (ECG) Department, Tel. 0911 

707 912 

Meetings, 20th June 

2017 

 

International financial institutions 

Organisation Contact person(s) 
Contact during 

consultation phase 

World Bank Francesco Strobbe, Ethiopia SME Finance 

Facility, World Bank Headquarters, 

fstrobbe@worldbank.org 

Eva Gutierez, Development banking specialist, 

World Bank Headquarters, 

egutierrez2@worldbank.org 

Walela Ketema, Private sector development 

specialist, Ethiopia Country Office, 

wketemal@worldbank.org  

Communication with 

Francesco Strobbe by 

email, and Walela 

Ketema by telephone 

African Development 

Bank (AfDB) 

Gabriel Negatu, Head of Regional Coordination 

Centre for East Africa, Nairobi 

Mumina Wa-Kyendo, Chief Transport Engineer, 

Ethiopia Country Office, +251 115 177 254 

Meeting with Mumina 

Wa-Kyendo, 23rd June 

2017 

European Investment 

Bank (EIB) 

Christophe Litt, Head of Ethiopia Country 

Office, ch.litt@eib.org, +251 116 612 511 

 

KfW (German 

Development Bank) 

Andreas Holtkotte, Director Regional Office, 

Horn of Africa, andreas.holtkotte@kfw.de, Tel. 

+254 204 228 213  

Jan Blum, Director, Ethiopia Country Office, 

jan.blum@kfw.de, Tel. +251 115 180 240 

Meeting with Jan 

Blum, 20th June 2017, 

and Andreas 

Holtkotte, 5th July 

2017  

mailto:wabate@mofed.gov.et
mailto:fstrobbe@worldbank.org
mailto:egutierrez2@worldbank.org
mailto:wketemal@worldbank.org
mailto:ch.litt@eib.org
mailto:andreas.holtkotte@kfw.de
mailto:jan.blum@kfw.de
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Africa Finance 

Corporation 

3a Osborne Road, Ikoyi, Lagos State, Nigeria, 

info@africafc.org, +234 1 279 9600 

 

Arab Bank for 

Economic 

Development in Africa 

(BADEA) 

P. O. Box 2640, Khartoum, Sudan, 

badea@badea.org, +249 1 8377 3646, +249 1 

8377 3709  

 

OPEC Fund for 

International 

Development (OFID) 

The OPEC Fund for International Development  

Parkring 8,  A-1010 Vienna, Austria, +43 1 515 

640 

 

China Development 

Bank 

Du Dehu, Assistant to Commissioner for 

Development Cooperation, Ethiopia Team, 

dudehu@cdb.cn, Tel. +251 912 600 721 

Guo Han, Member, Ethiopia Team 

Meeting, 21st June 

2017 

 

Development partners 

Organisation Contact person(s) 
Contact during 

consultation phase 

IGAD Institutional 

Strengthening Action 

Plan (ISAP) 

Rina Kristmoen, Head of ISAP Group, 

rik@mfa.no  

Peter Lassen, Outgoing Head of ISAP Group, 

petlas@um.dk 

Meeting, 11th July 

2017 

European Union Isabelle de Ruyt, Trust Fund Manager for 

Djibouti and IGAD, EU Delegation to Djibouti, 

isabelle.de-ruyt@eeas.europa.eu, Tel. +253 

2135 2619 

Ruben Alba-Aguilera, Head of EU support to 

IGAD, EU Delegation to the AU, ruben.alba-

aguilera@eeas.europa.eu, Tel. +251 11 416 

3700 

Jaques Deman, Head of EU support to APSA, 

EU Delegation to the AU, 

jaques.deman@eeas.europa.eu, Tel.+251 11 416 

3700 

Zinash Zerefa, zinash.zerefa@eeas.europa.eu 

Meetings with Isabelle 

de Ruyt, 5th July 2017, 

and Ruben Alba-

Aguilera and Jaques 

Deman, 7th July 2017 

Germany Technical 

Cooperation for 

Development (GIZ) 

Alberto Vega, Head of GIZ support to IGAD, 

alberto.vega@giz.de 

Chucri Sayegh, chucri.sayegh@giz.de 

Bedru Muzein, bedru.muzein@giz.de 

Meeting, 4th-5th July 

2017 

mailto:info@africafc.org
mailto:badea@badea.org
mailto:dudehu@cdb.cn
mailto:rik@mfa.no
mailto:petlas@um.dk
mailto:isabelle.de-ruyt@eeas.europa.eu
mailto:ruben.alba-aguilera@eeas.europa.eu
mailto:ruben.alba-aguilera@eeas.europa.eu
mailto:jaques.deman@eeas.europa.eu
mailto:zinash.zerefa@eeas.europa.eu
mailto:alberto.vega@giz.de
mailto:chucri.sayegh@giz.de
mailto:bedru.muzein@giz.de


45 
 

Matthias Rompel, Country Director, Ethiopia & 

Djibouti, Matthiarompel@giz.de, Tel. +251 11 

518 0210 

United Kingdom 

Department for 

International 

Development (DfID) 

Matt Butler, Senior Economic Advisor, 

Ethiopia, m-butler@dfid.gov.uk, +251 911 242 

372 

Claire Bell, Infrastructure Finance, Ethiopia, c-

bell@dfid.gov.uk 

Communication with 

Matt Butler by email 

Agence Francaise de 

Developpement (AFD) 

Ignace Monkam-Daverat, Regional Director, 

Ethiopia-Sudan-South Sudan, monkam-

daverati@afd.fr, Tel. +251 11 515 4714 

 

Italian Development 

Cooperation Agency 

Filippo Archii, Programme Officer, Private 

Sector Development, f.archi@itacaddis.it, Tel. 

+251 11 123 9600 

 

Japan International 

Cooperation Agency 

(JICA) 

Matsuyama Takeshi, Senior Representative, 

matsuyama.takeshi.et@jica.go.jp, Tel. +251 11 

550 4755 

Yeshitila Amare, Director Technical 

Cooperation, yeshitilaamare.et@jica.go.jp, 

Tel. +251 11 550 4755 

Meeting, 21st June 

2017 

Canadian International 

Development Agency 

Marie-Helene Cote, Senior Development 

Officer, Ethiopia Program, 

mariehelene.cote@cida.gc.ca 

 

United Nations 

Development Program 

(UNDP) 

James Wakiaga, Head Policy Advisory Unit, 

Ethiopia, james.wakiaga@undp.org 

Haile Kibret, Economics Advisor, 

haile.kibret@undp.org 

Selamawit Alebachew, Economics Advisor, 

selamawit.alebachew@undp.org 

Meeting, 21st June 

2017 

Other 

Organisation Contact person(s) Contact during 

consultation phase 

Ethiopia Commodity 

Exchange 

Ermias Eshetu, Chief Executive Officer, 

ermias.eshetu@ecx.com.et, Tel. +251 11 554 

7001 

Meeting, 7th July 2017 

 

  

mailto:Matthiarompel@giz.de
mailto:m-butler@dfid.gov.uk
mailto:c-bell@dfid.gov.uk
mailto:c-bell@dfid.gov.uk
mailto:monkam-daverati@afd.fr
mailto:monkam-daverati@afd.fr
mailto:f.archi@itacaddis.it
mailto:matsuyama.takeshi.et@jica.go.jp
mailto:yeshitilaamare.et@jica.go.jp
mailto:mariehelene.cote@cida.gc.ca
mailto:james.wakiaga@undp.org
mailto:haile.kibret@undp.org
mailto:selamawit.alebachew@undp.org
mailto:ermias.eshetu@ecx.com.et
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Annex 3: IGAD Member States, Selected Development Indicators 

 Djibouti Eritrea Ethiopia Kenya Somalia S. Sudan Sudan Uganda 

Worldview 

Population (m) 0.9 4.7 99.4 46.1 10.8 12.3 40.2 39.0 

Population growth rate (%) 1.3 2.1 2.5 2.6 2.5 3.5 2.2 3.3 

Poverty (<$1.90 per day) 

(%) 

22.5 n/a 33.5 21.5 n/a 42.7 14.9 34.6 

GDP ($ billions) 1.7 2.1 61.5 63.4 5.9 9.0 97.2 27.5 

GDP growth (%) 6.5 2.2 9.6 5.6 -1.5 -6.3 4.9 5.1 

GDP per cap (US$) 1,730 380 590 3,070 550 790 1,920 700 

People 

Income share of lowest 20% 4.9 n/a 8.0 5.4 56 3.9 6.8 6.4 

Life expectancy (years) 62 64 65 62 n/a 56 64 59 

Primary sch. completion (%)  64 39 54 105 n/a 37 57 53 

HIV prevalence (%) 1.6 0.6 n/a 5.9 0.5 2.5 0.3 7.1 

Environment 

Access to clean water (%) 90 58 57 63 31 59 56 79 

Urban population gwth (%) 1.4 3.9 4.8 4.3 3.7 4.7 2.8 5.4 

Energy use per cap (oil/kg) 179 158 499 527 n/a 59 375 n/a 

Economy 

Agriculture V/A (% of GDP) 4 15 41 33 65 n/a 39 26 

Industrial V/A (% of GDP) 17 22 16 20 n/a n/a 3 21 

Services V/A (% of GDP) 79 63 43 48 n/a n/a 58 53 

States and markets 

Business start-up (days) 14 84 35 26 70 14 37 27 

Domestic credit (% of GDP) 34.6 114.4 36.9 45.2 n/a 39.5 18.1 17.1 

Tax revenue (% of GDP) n/a n/a 8.2 15.5 n/a n/a n/a 10.3 

Internet use (%) 11.9 1.1 11.6 45.6 1.8 17.9 26.6 19.2 

Global links 

Trade (% of GDP) 59 32 37 35 n/a n/a 12 29 

Net migration (‘000s) -16 -160 -60 -50 -400 865 -800 -150 

Remittances ($ m) 63 3 624 1,560 n/a 2 151 1,049 

ODA ($m) 170 92 3,234 2,474 1,254 1,675 900 1,628 
Source: World Bank, World Development Indicators Database; data are for 2015 or the most recent year available  

  



 




