Center

& Global
Development

ABCs of the IFls:

The African Development Bank Group (AfDB), the Asian
Development Bank Group (ADB), and the International
Fund for Agricultural Development (IFAD) are among
the international financial institutions seeking pledg-
es from donor countries as part of upcoming replen-
ishment cycles in 2019 and 2020. The United States is
a leading donor to these funds and has played a crucial
role in shaping the institutions’ agendas throughout
their histories.

WHAT ARE THE AFDB, ADB, AND IFAD?

Like other international financial institutions (IFIs),
the AfDB, ADB, and IFAD provide financial and techni-
cal assistance for development in low- and middle-in-
come countries. While the AfDB and ADB have regional
mandates, [FAD operates globally in support of the rural
poor. In each case, the institutions allocate financing
through loans and grants.

All three organizations differentiate financing terms
based on the borrowing country’s income and credit-
worthiness. The AfDB and ADB categorize borrowing
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countries into hard and soft lending windows. The hard
lending windows provide financial assistance, typically
in the form of loans on market-based terms. For coun-
tries who cannot afford market-based terms, the soft
lending windows provide grants and highly concession-
al loans (with low interest rates and long repayment
periods). Soft lending windows are financed directly by
contributions from wealthy donor countries and are re-
plenished every three to five years.

The African Development Bank Group’s soft (or conces-
sional) lending window is known as the African Devel-
opment Fund (AfDF). Similarly, the Asian Development
Bank Group’s soft window is called the Asian Develop-
ment Fund (ADF). While IFAD does not have separate
lending windows, the institution does categorize lend-
ing to countries on highly concessional, blend, and ordi-
nary terms.! The 15th replenishment of the African De-
velopment Fund will take place in 2019, and the 13th and
12th replenishments of the ADF and IFAD, respectively,
will occur in 2020.

1 IFAD, “About: Financial Products and Terms”


https://www.ifad.org/en/financial-products-and-terms

MEMBERSHIP

The AfDB, ADB, and IFAD are owned by member govern-
ments. Within each institution, a country’s voting shares
and level of board representation are based roughly on
its financial contributions. The United States has the
largest voting share in IFAD and ties with Japan for the
top voting share position at the ADB. The United States is
the second-largest shareholder in the AfDB after Nigeria
(see table 1).

TABLE 1. TOP COUNTRIES BY VOTING SHARE

Bagezia B | Japaa LLaw  US 5%
L 8] v | 2= [ P -
[ 1% i . B e b
B Fim 54 Lo 15
am il Aifie R O 4.7% Tial ¥

Source: African Development Bank Group, “Distribution of Voting Power by
Executive Director” (December 2018); Asian Development Bank, Annual Re-
port: Sustainable Infrastructure for Future Needs. (2017); IFAD, “Voting Rights
of IFAD Member States” (January 2019).

GOVERNANCE

Run by their own management and staffed by interna-
tional civil servants, each IFI is supervised by a board of
governors, a board of executive directors and a presi-
dent. Each institution’s board of governors is the high-
est decision-making body and consists of one governor
for each member country, generally a member coun-
tries’ secretary of the treasury, minister of finance or a
high-level designee. The governors delegate day-to- day
authority over operational policy, lending, and other
business matters to the board of executive directors. The
AfDB, ADB, and IFAD each have a president who is re-
sponsible for the overall management of the institution
and serves as the chair of the board of directors.

WHERE DO AFDB, ADB, AND IFAD
OPERATE?

- AfDB is headquartered in Abidjan, Cote d’'Ivoire. The
institution’s headquarters were temporarily relocat-
ed to Tunis, Tunisia, from 2003 to 2014 because of
political unrest in Cote d’Ivoire, and some headquar-

2 CGD BRIEF | SEPTEMBER 2019

ter functions still remain in Tunis.> The AfDB’s geo-
graphic portfolio is most concentrated in North Afri-
ca, specifically in Morocco (17.6 percent), Tunisia (14
percent), and Egypt (10.1 percent).?

« ADB is headquartered in Manila, Philippines, with a
geographic focus in China (24.7 percent of outstand-
ing portfolio), India (22.5 percent), and Indonesia
(13.2 percent).* ADB has a satellite office in Washing-
ton, DC.

- IFAD is headquartered in Rome, Italy, with invest-
ments in Asia and the Pacific (33.9 percent), East and
Southern Africa (24.5 percent), and West and Cen-
tral Africa (18.4 percent).® IFAD is also represented in
Washington by a satellite office.

TABLE 2. OVERVIEW OF AFDB, ADB, AND IFAD
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Source: Overseas Development Institute, “A Guide to Multilateral Investment
Institutions,” (April 2018); see also African Development Bank Group, “Corpo-
rate Information: Member Countries” and Asian Development Bank, “About
ADB: Members.”

OPERATIONS

Total lending by AfDB, the ADB, and IFAD was $46.7 bil-
lion in FY2018. The largest share of this total consistently
comes from the ADB, which accounted for $35.8 million
or three-quarters of these institutions’ combined fi-
nancing in FY2018. AfDB approved financing worth $10.1
billion in 2018, and IFAD approved financing worth $825
million. All three institutions have increased financing
levels over the past five years (see figure 1).

2 African Development Bank Group, “Contact Us”

3 Overseas Development Institute, “A Guide to Multilateral Invest-
ment Institutions,” (April 2018)

4 TIbid.

5 IFAD, Annual Report 2017

Each institution’s soft window seeks donor sup-
port through “replenishments,” which enable their
grant-making and concessional lending activities, large-
ly in the poorest countries. While each of these three
institutions have mandates to fund interventions to im-
prove the quality of life for the world’s poorest popula-
tions, operationally each institution pursues different
priorities based on their regional or thematic areas of
focus. These priorities, likewise, translate to differences
in the replenishment agendas of the three institutions.

FIGURE 1. ANNUAL FINANCING OF AFDB, ADB, AND IFAD,
FY2014-FY2018
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AFRICAN DEVELOPMENT FUND
REPLENISHMENT

Discussions surrounding the 15th replenishment of the Af-
rican Development Fund will take place over the course of
three meetings in 2019 between donors and African Devel-
opment Bank Group representatives. Negotiations for fi-
nal donor contribution amounts will be settled by the end
of the year. In the last replenishment in 2016, the US com-
mitted $513.9 million over three years out of a total replen-
ishment of $5.9 billion, making the US the second-largest
donor to the African Development Fund (after the United
Kingdom).® According to the US Treasury, every dollar in
US contribution to the Fund helps leverage an additional
$11 in donor contributions from other countries.’

Financing from the upcoming replenishment will prior-
itize AfDF investments to stabilize fragile and conflict-af-

6 US Department of the Treasury, “International Programs - Congres-
sional Justification for Appropriations FY2018”
7 Ibid.

fected (FCA) countries, promoting peace and security in
a region where two-thirds of FCA countries are located.
Other priorities include supporting full employment for
Africa’s youth, as Africa’s demographic shift has result-
ed in high levels of unemployment, and climate change
mitigation and adaptation, with AfDF on track to com-
mit 40 percent of its annual funding to green finance
projects by 2020.%

A core focus of AfDF operations is sustainable infrastruc-
ture. In partnership with USAID’s PowerAfrica initiative,
the AfDB contributed $4.52 billion (exceeding its ini-
tial commitment of $3 billion) to energy infrastructure
across sub-Saharan Africa, with the majority of financ-
ing coming from the AfDF.° AfDF also provided grants
to build infrastructure to increase access to clean wa-
ter and improve sanitation across the continent. Other
recent areas of focus in the AfDF include Feed Africa;
Industrialize Africa; Integrate Africa; and Improve the
Quality of Life of the People of Africa.

ASIAN DEVELOPMENT FUND
REPLENISHMENT

The Asian Development Fund is expected to begin dis-
cussions surrounding its 13th replenishment in late 2019
or early 2020. In the last replenishment, in 2016, the US
was the third-largest donor after Japan and Australia
and pledged $189.6 million to the Fund over four years.
According to a recent Treasury budget document, every
dollar in US contribution to the Fund helps leverage $20
in other donor contributions.!® Using priorities from the
most recent ADF replenishment as a guide, the institution
islikely to use incoming funds to prioritize several themes,
including gender, fragile and conflict-affected situations,
food security, private sector development, governance,
climate change, and promoting regional public goods."

Like the AfDF, the ADF prioritizes support for sustain-
able infrastructure for future needs, such as invest-
ments in clean energy, transportation, clean water and
sanitation, and broadband internet. Under its most re-

8 African Development Bank Group, Speech by President Akinwumi
A. Adesina, delivered March 20, 2019

9 USAID, “Power Africa: A 2017 Update”

10 US Department of the Treasury, “International Programs”

11 Center for Global Development, “Mapping the Concessional Financ-
ing Landscape: Key Data on the Role of Multilateral Institutions and
Funds.”
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https://www.ifad.org/documents/38714170/40324464/AR2017_fullreport_e_W.pdf/1a9f6c5b-f8dc-4318-98da-4530dd9ca575
https://www.treasury.gov/about/budget-performance/CJ18/150s Congressional Justification FINAL.PDF
https://www.treasury.gov/about/budget-performance/CJ18/150s Congressional Justification FINAL.PDF
https://www.afdb.org/en/news-and-events/speech-by-president-akinwumi-a-adesina-at-the-first-consultative-meeting-of-the-15th-replenishment-of-the-african-development-fund-adf-held-in-abidjan-cote-divoire-march-20-2019-19110
https://www.afdb.org/en/news-and-events/speech-by-president-akinwumi-a-adesina-at-the-first-consultative-meeting-of-the-15th-replenishment-of-the-african-development-fund-adf-held-in-abidjan-cote-divoire-march-20-2019-19110
https://www.usaid.gov/news-information/press-releases/dec-4-2017-fact-sheet-power-africa-2017-update
https://www.treasury.gov/about/budget-performance/CJ18/150s Congressional Justification FINAL.PDF
https://www.cgdev.org/sites/default/files/mapping-concessional-financing-landscape.pdf
https://www.cgdev.org/sites/default/files/mapping-concessional-financing-landscape.pdf
https://www.cgdev.org/sites/default/files/mapping-concessional-financing-landscape.pdf
https://www.afdb.org/fileadmin/uploads/afdb/Documents/Boards-Documents/ADB_Statement_of_subscriptions_and_voting_powers_as_of_31_December_2018.pdf
https://www.afdb.org/fileadmin/uploads/afdb/Documents/Boards-Documents/ADB_Statement_of_subscriptions_and_voting_powers_as_of_31_December_2018.pdf
https://www.adb.org/sites/default/files/institutional-document/411996/adb-annual-report-2017.pdf
https://www.adb.org/sites/default/files/institutional-document/411996/adb-annual-report-2017.pdf
https://webapps.ifad.org/members/static/Countries-Voting-Rights.pdf
https://webapps.ifad.org/members/static/Countries-Voting-Rights.pdf

cent replenishment, the ADF earmarked funds specifi-
cally for disaster risk reduction in the region, including
preventative and emergency response operations.

INTERNATIONAL FUND FOR AGRICULTURE
DEVELOPMENT

The International Fund for Agricultural Development is
expected to begin discussions surrounding its 12th re-
plenishment in late 2019 or early 2020. During the 11th
replenishment, the US declined to pledge. However, Con-
gress appropriated $30 million in FY19 for a contribution
to IFAD—consistent with the prior US commitment of $90
million over the three-year period from 2016-2018. As

part of the next replenishment, IFAD is also looking to re-
form its financial architecture to maximize the value of
donor contributions. IFAD has committed 50 percent of
its total funding to the African continent and 25 to 30 per-
cent of its total funding to fragile situations. In 2017, IFAD
went above this commitment and invested 35 percent of
its funding in fragile environments. A key area of focus for
the institution is its Platform for Agricultural Risk Man-
agement, a global partnership with the goal of reducing
food insecurity caused by climate and market shocks.
IFAD has also focused on increasing the economic impact
of family remittances and migrants’ investments in their
countries of origin through its leadership in the Global Fo-
rum on Remittances, Investment, and Development, and
the Financing Facility for Remittances.
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