
Why
bank
Stephany

Support f
since the
(NDBs), 
Developm
which len
fails to pr
Nor does
and envir
inclusive
Although
and inter
private se
after econ
The Wor
lending d
largest M
European
billion) o
addition,
Bank (AI
Russia, In
private m
The finan
new NDB
approxim
middle-in
And larg
Unsurpri
long peri
instrumen
with the p
In a recen
Colombi

y the 
ks 
y Griffith-Jon

for national 
 global finan
in particular

ment banks h
nds too muc
rovide enoug

s it support e
ronmental pr

e, and sustain
h governmen
rnational cap
ector, which
nomic crises
rld Bank and
during and af

MDB, double
n Commissio
of additional 
 the recent e
IIB) and the 
ndia, China,

mix in develo
ncial crisis a
Bs, and othe

mately $5.0 t
ncome count
e NDBs can

isingly, acad
iod of neglec
nts, incentiv
private secto
nt book, we 
a, and Peru -

world

nes in Londo

and multilat
ncial crisis. A
r, will be vit
help to coun
h in booms a
gh financing

enough of the
rojects that a
nable. 
nts provide th
pital markets
h is especially
s. 
d regional mu
fter the 2007

ed its paid-in
on's so-calle
investment 

establishmen
New Develo

, and South A
opment finan
also prompte
r countries t

trillion in 20
tries' financi

n have a big i
demic researc
ct. They are 
ves, and gove
or and gover
analysed ND
- and conclu

d need

on and José 

teral develop
And the cont
tal to achieve
nteract the pr
and rations c
g for small an
e investment
are urgently 

heir paid-in 
. Moreover, 
y helpful for

ultilateral de
7-2009 finan
n capital and 
d Juncker Pl
across the E

nt of two othe
opment Ban
Africa) - wil
nce.  
d some Euro

to expand the
15. Today, t
ial sectors, n
impact, espe
chers are fin
looking to u
ernance struc
rnment polic
DBs in seven
uded that the

ds nat

Antonio Oc

pment banks
tinued succe
e more susta
ro-cyclical n
credit during
nd innovativ
ts in innovat
needed to m

capital, deve
these banks

r governmen

evelopment b
ncial crisis. T

is playing a
lan, which a

European Un
er large MD

nk establishe
ll contribute 

opean, Afric
eirs. As a res
they are an im
notably in Ch
ecially in em
nally starting 
understand ho
ctures work 

cies. 
n countries -
se banks ten

tional 

ampo in Bog

 has grown w
ess of nation
ainable econo
nature of the 
g crises. The
ve companie
tive activitie

make econom

elopment ba
s' loans are ty
nts facing bu

banks (MDB
The Europea
a central role
aims to gener
nion (EU) by
DBs - the Asi

d by the BR
further to a 

can, and Asia
sult, the tota
mportant fea
hina, German

merging econ
g to pay more
ow these ban
best, and ho

- China, Germ
nd to be succ

 

devel

gota | Sunda

worldwide in
nal developm
omic growth
private finan

e private sect
es and infrast
es, credit to s
mies more dy

anks raise fun
ypically co-f

udget constra

Bs) sharply i
an Investmen
e in impleme
rate €500 bil
y the end of 2
ian Infrastru

RICS countrie
more balanc

an governme
al assets of N
ature of mos
ny, India, an

nomies. 
e attention to
nks operate,
ow such insti

rmany, Brazi
cessful overa

lopme

ay, 26 May 2

n the decade
ment banks 
h in the futur
ncial system
tor also often
tructure proj
small produc
ynamic, 

nds on natio
financed by 
aints during 

ncreased the
nt Bank, the 
enting the 
llion ($561 
2020. In 
cture Investm
es (Brazil, 
ced public-

ents to estab
NDBs reache
st developed 
nd South Ko

o NDBs afte
 which 
itutions inter

il, Mexico, C
all. They hav

ent 

2019  

 

e 

re. 
m, 

n 
jects. 
cers, 

onal 
the 
and 

eir 

ment 

blish 
ed 
and 
rea. 

er a 

ract 

Chile, 
ve 



been broadly efficient instruments of national development strategies in their respective 
countries, and they have helped to overcome major market failures in a flexible way. 
Our research identifies five crucial functions of NDBs in the development process: providing 
counter-cyclical finance; encouraging innovation and structural transformation; enhancing 
financial inclusion; supporting infrastructure financing; and promoting environmental 
sustainability, in particular by combating climate change. 
NDBs were strongly counter-cyclical in the wake of the global financial crisis. According to 
World Bank data, NDBs increased their lending from $1.16 trillion in 2007 to $1.58 trillion in 
2009. This 36 per cent increase was far greater than the growth in private bank credit in the same 
countries over that period. 
NDBs have been innovative, notably in supporting new activities. China's CDB, Germany's 
KfW, and Brazil's BNDES have financed technological advances, for example, while others, 
including Chile's CORFO, have supported entrepreneurship. Such banks have also introduced 
guarantees and established new equity (including venture capital) and debt funds. Furthermore, 
they have developed new programmes to increase financial inclusion, such as "correspondent" 
stores and post offices that provide financial services from one or more banks. 
In addition, NDBs have been prominent supporters of important new sectors, such as renewables 
and energy efficiency. For example, KfW was initially the sole lender to private companies 
investing in solar energy in Germany; private banks got on board later. In China, CDB helped to 
design policies to encourage investment in renewable energy - particularly solar - and provided 
significant initial funding. As a result, Germany and especially China have been major global 
promoters of solar power, helping to make it increasingly competitive relative to fossil-fuel 
energy. 
To be clear, we favour "good" development banks: well-governed institutions with highly 
professional staff and clear mandates that fulfil their functions well. Such banks should maximise 
their development impact rather than profits, while ensuring some minimal level of return. 
Countries that already have NDBs should aim to expand their role, while others should consider 
establishing them. Doing so would help to create a financial system that better serves countries' 
economic and social needs. 
Stephany Griffith-Jones is Financial Markets Director at the Initiative for Policy Dialogue at 
Columbia University. José Antonio Ocampo is a board member of Colombia's central bank, a  
professor at Columbia University, Chair of the UN Economic and Social Council's Committee 
for Development Policy, and Chair of the Independent Commission for the Reform of 
International Corporate Taxation. They are 
co-editors of The Future of National Development Banks. 
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