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G-NEXID at a Glance
The Global Network of Export-Import Banks and Development Finance Institutions (G-NEXID) is a network that
supports the rapidly increasing trade and investments flows between developing countries with expanded
financial services, in order to promote economic stability and spur growth.
In the last two decades, South-South trade has witnessed substantial growth, mostly outpacing world trade.
During the same period, South-South foreign direct investment flows have also increased rapidly and currently
account for more than one-third of total investment outflows.
Driven by the objective to boost bilateral and multilateral agreements among export-import banks (Exim
Banks) and development finance institutions (DFIs) based in developing countries and economies in transition,
G-NEXID aims to stimulate bilateral and multilateral cooperation. Such cooperation is expected to reduce the
costs of trade between developing countries, spurring investment across borders, making financing more readily
available to new and innovative businesses, as well as enabling the growth of niche markets. The Network also
aims to create a knowledge sharing platform on effective financing to support trade and project financing as well
as to enter into new markets to finance non-traditional goods and services, and establish risk-sharing methods
for investments.
Composed of 25 institutions, G-NEXID is actively pursuing a strategy of expansion towards new members in
order to build on the growing importance of South-South trade and investment flows.

3

4

FOREWORD
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The Global Network of Export-Import Banks and Development Finance Institutions (G-NEXID) was established
under the sponsorship of the United Nations Conference on Trade and Development (UNCTAD), as a global
platform with the view to promoting South-South trade, investment and cooperation in 2006. South-South
trade is today the most dynamic segment of the international trading system, faster than growth in world
trade. The increasing role of South-South trade flows to global trade therefore indicates the relevance of an
institutional framework to support trade and investment, thus contributing to the financing for development
and the realization of the Sustainable Development Goals (SDGs).
As G-NEXID enters a new era of facilitating South-South trade and investment promotion for greater prosperity, a
key role for the Network will be in mobilizing finance for development in the implementation of the 2030 Agenda
for Sustainable Development. Given that trade is a key driver of development, it becomes more imperative to
address the lack of trade finance, as it continues to limit opportunities for growth and development by depriving
business of needed funding for trade and investment.
This publication focuses on trends and opportunities for South-South trade, investment and cooperation. The
regional and thematic perspectives present current and positive outlooks for South-South trade, investment
and cooperation.
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Introduction
United Nations Conference on Trade and Development
Over the last 25 years, the value of international
trade in goods and services has increased from about
US$4 trillion in 1990 to about US$24 trillion in 2014.1
For most of this period, expansion in world trade
has been fuelled by a sustained economic growth
and a strong increase in economic interdependence
among countries, particularly among developing
countries.2 These enabling conditions contributed
to spurring global trade growth from 20% of global
world product in the early 1990s to more than 30%
in recent times. Research from the United Nations
Conference on Trade and Development (UNCTAD)
shows that the increase in the value of world trade
between 2004 and 2014 was largely driven by the
rise of trade between developing countries (SouthSouth). The estimated value of this South–South
trade reached almost US$5.5 trillion in 2014, a
magnitude close to that of trade between developed
countries (North–North).3 Trade between developed
and developing countries (North-South and SouthNorth) also increased substantially over the period,
and represented a share of about 40% of world trade
in 2014.4
South-South trade flows for developing countries
in 2014 represented more than half the trade of
developing country regions (imports and exports).
The share varies by region, ranging from 40-50% in
Latin America and transition economies, to around
70% in South Asia and East Asia. Although a certain
proportion of South–South trade encompasses intraregional flows, an important part involves trade with
China. Since 2004 China has become an increasingly
important partner for all other developing country regions.

At UNCTAD’s eleventh quadrennial conference, a
consensus reached by its member states (Sao Paulo
Consensus – SPC) summarizes trade as a key aspect
of regional integration efforts, and regional trade
agreements as a major facilitator of both SouthSouth and North-South trade. It goes on to say that
South-South trade has high potential for growth, is
expanding rapidly and is being liberalized (SPC Para
69). Further, the consensus calls upon its development
partners to continue contributing to the promotion of
South-South trade and economic cooperation, as well
as North-South trade (SPC Para 92), and encourages
partnerships to benefit as many developing countries
as possible from all geographical regions, taking
into account their national policies and strategies
(SPC Para 113).
As trade is critical for economic growth and
development, financing is also crucial to promoting
trade. Finance exists to ensure trade and mitigate,
or reduce, the risks involved in international trade
transaction. In this regard, UNCTAD organized a
preliminary meeting of export-import banks (Exim
Banks), parallel to the eleventh ministerial conference
in Sao Paulo (2004), to explore ways of establishing a
network of financing institutions to support SouthSouth and international trade of developing countries
and to enhance cooperation.
The following year, UNCTAD hosted a brainstorming
meeting in Geneva on the creation of a “network
of Eximbanks” as a way of forging the necessary
international partnership among such institutions
to better support cross-border trade in furtherance

1

UNCTAD Key Statistics and Trends in International Trade 2014.
Ibid.
3
According to UNCTAD, in 2014 North-North trade had not fully recovered from its pre-crisis level of 2008.
4
UNCTAD Key Statistics and Trends in International Trade 2015.
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of their national trade and economic development
efforts. Five Exim Banks and development finance
institutions (DFIs) from developing countries
and economies in transition that were present
(Export-Import Bank of India (Exim Bank of India),
African Export-Import Bank (Afreximbank), Andean
Development Corporation, Export-Import Bank of
Malaysia (Exim Bank of Malaysia) and the ExportImport Bank of the Slovak Republic (Exim Bank of
the Slovak Republic) explored ways to enhance their
existing cooperation. The meeting led to the signing of
a memorandum of understanding between the banks
and a pledge of necessary support from UNCTAD for
the creation of this network on 16 March 2005.
The group was formalized in the framework of
the inaugural meeting of the Global Network of
Export-Import Banks and Development Finance
Institutions (G-NEXID) on 13 March 2006. It was
decided that eligibility for membership be opened
to Exim Banks, development finance institutions
and similar institutions (publicly owned institutions
open to private, semi-public investments). Upon
recommendation of the Steering Committee,
specialized private institutions involved in the
promotion and development of trade and project
finance may be granted “observer” status. A work
programme was adopted with the aim of boosting
bilateral and multilateral agreements of all kinds
among Exim Banks and DFIs based in developing
countries. The objectives set for the Network include
the following:
a) Facilitate cooperation among Exim Banks, DFIs
and international development agencies;
b) Expand South-South trade flows and investments,
and reduce costs associated with cross-border
trade and investment flows between developing
countries;
c) Promote trade and project development finance,
as well as joint technical assistance activities, and
foster creativity and research;
d) Establish risk-sharing methods for investments
among its members;
e) Provide networking opportunities, and facilitate
exchange of information on best practices in
international trade and project finance.
8

The Network’s activities are focused on the following
activities:
a) Networking (during the Annual General Assembly,
Steering Committee meetings and workshops);
b) Capacity building through workshops (on
issues such as financing of agriculture for food
security and increased exports, promotion of
environmentally-friendly projects under the
clean development mechanisms of the Kyoto
Protocols, financing of small to medium-sized
enterprises (SMEs), Basel III banking regulation,
and the role of trade and investment in the SDGs)
and facilitation of training programmes organized
by members, such as the Exim Bank of India on
the Indian financial system;
c) Bilateral lines of credit among members, and
between partners and members of the Network.
The mission of G-NEXID was to endeavour to
represent the voice of DFIs and Exim Banks in the
wider debate on the financing for development and
the contribution of South-South trade, investment
and cooperation. From 2006 to 2016, G-NEXID has
grown from 10 to 25 members, serving countries
from Latin America, Asia, the Middle East, Africa
and Eastern Europe. A cooperation agreement with
the International Finance Corporation (IFC) was
formalized, and UNCTAD was admitted as an observer.
It is expected that the Network’s presence in Geneva,
where there is a large trade community and several
international organizations affiliated to trade finance,
would attract more members.
Achievements
Since the creation of G-NEXID, cooperation between
its members and partners to support trade and
investment flows between economies in the South has
strengthened. By way of example, during the financial
and economic crisis of 2008-2009, the Exim Bank of
India extended a line of credit of US$100 million to
the Economic Community of West African States
(ECOWAS) Bank for Investment and Development
(also known as EBID)5 for the development of publicsector projects in 15 member countries of EBID in the
West African subregion; and Afreximbank received a
line of credit in the amount of US$200 million from

the IFC, a partner of the Network, and a US$100
million line of credit from the China Development
Bank (CDB), a member of the Network.
Other products that have been offered to members
of the Network include, inter alia, an enhanced
guarantee facility from the IFC to the Joint Stock
Company The State Export-Import Bank of Ukraine
(Ukreximbank) to enable finance of capital goods
imports from Ukraine. In addition, PTA Bank (the Trade
and Investment Finance Bank for the Common Market
for Eastern and Southern Africa [COMESA] region)
received from the Exim Bank of India approximately
US$200 million to fund essential imports of goods and
services from India in favour of its member countries
during 2009-2011; PTA Bank also secured a US$50
million line of credit from the CDB, which was used to
support projects in the telecommunications, mining,
infrastructure and other key sectors identified by
PTA Bank member states. The Development Bank of
Southern Africa offered Afreximbank a trade finance
line of US$50 million to enable the bank to address
critical import finance needs of some member
countries in the southern African region that were
affected by the global financial and economic crises.6
In addition, G-NEXID has facilitated the sharing of
expertise and experience among its members. This
includes, for instance, the Exim Bank of India (which
has prominent success in financing Bollywood films)
advising its Nigerian counterpart, the Nigerian
Export-Import Bank (NEXIM), on the intricacies and
techniques of film financing. This was arranged
through a capacity-building training programme
organized by the Exim Bank of India for NEXIM
officials in 2012.
Moreover, the Network, with support from UNCTAD,
organized several seminars and technical workshops
with the aim of sharing experience and best practices
on topical issues, including trade and infrastructure

finance, SME finance, climate change, energy and
food security, among many others.
Development Agendas and Exim Banks
Finance and trade are considered to be critical
components in the successful implementation of the
2030 Agenda for Sustainable Development and the
SDGs.
Moreover, at the third UN Conference on Financing
for Development, held in Addis Ababa on 13-16 July
2015, member countries agreed on more than 100
concrete measures in the Addis Ababa Action Agenda
(AAAA 2015) to support implementation of the SDGs.
These measures include overhauling global finance
practices and generating investments for tackling
a range of economic, social and environmental
challenges. They address all sources of finance, and
cover cooperation on a range of issues including
technology, science, innovation, trade and capacity
building.7 Some of the measures identified in the
action agenda include promoting appropriate,
affordable and stable access to credit for micro,
small and medium-sized enterprises (MSMEs) (AAAA
Para 16); financing energy infrastructure and clean
energy technologies, including carbon capture and
storage technologies which would ensure universal
access to affordable, reliable modern and sustainable
energy services for all by 2030 (AAAA Para 49); longterm infrastructure investment and green bonds
(AAAA Para 75); trade finance to promote developing
countries’ trading potential; and trade as an engine
for development (AAAA Para 81).
The financing needed to achieve the SDGs, according
to a statement by heads of multilateral development
banks and the IMF head of financing for development,
runs into trillions of dollars in resource flows, which
calls for a wide-ranging financing framework capable
of channelling resources and investments of all kinds
– public and private, national and global.8 In this

5

http://unctad.org/meetings/en/Presentation/ciimem2_4th_ppt-04.pdf.
http://unctad.org/meetings/en/Presentation/ciimem2_4th_ppt-04.pdf.
7
http://www.un.org/esa/ffd/ffd3/press-release/countries-reach-historic-agreement.html.
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regard, greater efforts are needed to unlock, leverage
and catalyse more public and private flows.9
Given that G-NEXID serves as a global forum for Exim
Banks and DFIs to work together to promote trade
(i.e. support the increase of exports and development
of their respective countries and regions) and
development finance through cooperation and
joint technical assistance activities, its role is key for
delivering the 2030 Agenda and the SDGs. Specific
targets of the SDGs10 where GNEXID can play a
significant role include:11
a) Target 17.1: “Strengthen domestic resource
mobilization, including through international
support to developing countries, to improve
domestic capacity for tax and other revenue
collection”;
b) Target 17.11: “Significantly increase the exports
of developing countries, in particular with a view
to doubling the least developed countries’ share
of global exports by 2020”;
c) Target 17.16: “Enhance the global partnership
for sustainable development, complemented
by multi-stakeholder partnerships that mobilize
and share knowledge, expertise, technology and

9

financial resources, to support the achievement
of the sustainable development goals in all
countries, in particular developing countries”.
This publication contains articles that examine how
Exim Banks and DFIs can play an important role in
the financing issues raised in the 2030 Development
Agenda, and the policies needed to promote the
financing. For example, Exim Banks and DFIs in a
network may offer syndicated loans or extension
of credit lines for infrastructure development, or
loans to buyers of renewable energy equipment at
attractive interest rates compared to that offered
by credit institutions in the importing country. In
renewable energy finance, the UN Secretary-General’s
Sustainable Energy for All initiative estimates that
US$100 billion in annual investments would be
needed by 2020 through market-based initiatives,
partnerships and the leveraging of development
banks.12 This would require a range of approaches
to scale up and attract private-sector innovative
mechanisms to achieve this goal, including structural
reforms that reduce subsidies to fossil fuels and
promote business opportunities (which can be tapped
by private finance) into renewable energy sectors.13

Ibid.
https://sustainabledevelopment.un.org/?menu=1300.
11
Further information on Trade and SDGs is provided in Chapter 1.
12
http://www.se4all.org/2015_07_14_calls-for-action-on-se4alls-finance-recommendations.
13
Renewable energy finance, setting examples from developing countries.
10
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CHAPTER 1
Trade Policies for Sustainable Development
United Nations Conference on Trade and Development (UNCTAD)
In 2015, the United Nations decided on a new
development agenda for the 2015-2030 time
frame (2030 Agenda for Sustainable Development)
and adopted the Sustainable Development
Goals (SDGs). These goals suggest that countries
achieve sustainable development in all three
dimensions – economic, social and environmental –
simultaneously. International trade has traditionally
been recognized as a means for achieving socioeconomic development, and this view is reiterated
in the 2030 Agenda, which states that “international
trade is an engine for inclusive economic growth and
poverty reduction and contributes to the promotion
of sustainable development”.1
This chapter outlines the contributions trade policy,
and in particular tariffs and non-tariff measures
(NTMs), can make to sustainable development. As
considered in chapter 2 of this publication, SouthSouth trade has been driving the exceptional growth
of trade in the 1990s and 2000s, and particular
attention will be paid to the potential of South-South
trade and trade policy as a driver of economic, social
and environmental development. This chapter’s first
section provides an overview of the role of trade
in the 2030 Agenda. The second section discusses
tariffs, the third covers non-tariff measures, and the
fourth section provides a brief conclusion.
Trade in the 2030 Agenda
The cross-cutting nature of trade as a means of
implementation for the SDGs is illustrated by the
fact that it is integrated into the 2030 Agenda in
seven of the 17 goals, as shown in Table 1. Trade
policy can make crucial contributions to sustainable
development through its effects on trade in vital

products, such as food (Goal 2) and medicines (Goal
3). In addition, trade can create employment (Goal 8)
and help reduce inequality between countries (Goal
10). Which products are traded may have important
implications for marine and terrestrial ecosystems
(Goals 14 and 15).
While the previously mentioned goals refer to some
of the most direct effects trade and trade policy
can have on sustainable development, the indirect
linkages are much more varied and complex. Goal
17, which lists among its targets the promotion of a
universal, rules-based, open, non-discriminatory and
equitable multilateral trading system; the increase
of developing countries’ exports; and duty-free and
quota-free (DFQF) market access for least developed
countries (LDCs), recognizes the global potential of
international trade to contribute to development
and, hence, the importance of integrating developing
countries and least developed countries in the
international trading system.
The significance of trade as a means of implementation
of sustainable development is of particular
importance for developing and least developed
countries, as exports of goods and services account
for high shares of their gross domestic product (GDP)
and public revenues, thus providing governments
with the necessary resources to implement policies
for sustainable development.
While international trade is thus especially important
for developing and least developed countries,
current trends in trade policy pose new challenges
for the integration of these countries into global
production networks. The ever-growing importance

1

Transforming our World - The 2030 Agenda for Sustainable Development. https://sustainabledevelopment.un.org/content/
documents/21252030%20Agenda%20for%20Sustainable%20Development%20web.pdf
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of regional trade agreements and, in particular, the
emergence of mega-regionals, such as the TransPacific Partnership (TPP) agreement, may lead to the
erosion of preferences that poor countries were
previously enjoying. In addition, non-member
developing countries may find it difficult to
comply with the high level of regulatory standards
of such agreements, which could lead to trade diversion.

Facing these developments, intensive South-South
cooperation may be even more important for the
successful integration of developing countries in the
international trading system. Furthermore, it is clear
that trade policy (tariffs, and non-tariff measures)
remains crucial in order to achieve progress towards
the SDGs, especially in developing and least developed
countries.

Table 1: Trade in the Sustainable Development Goals
Goal 2. End hunger, achieve food security and improved nutrition and promote sustainable agriculture
2.b
Correct and prevent trade restrictions and distortions in world agricultural markets, including
through the parallel elimination of all forms of agricultural export subsidies and all export measures with equivalent effect, in accordance with the mandate of the Doha Development Round
Goal 3. Ensure healthy lives and promote well-being for all at all ages
3.b
(…) Provide access to affordable essential medicines and vaccines, in accordance with the Doha
Declaration on the TRIPS Agreement and Public Health, which affirms the right of developing
countries to use to the full the provisions in the Agreement on Trade-Related Aspects of Intellectual Property Rights regarding flexibilities to protect public health and, in particular, provides
access to medicines for all
Goal 8. Promote sustained, inclusive and sustainable economic growth, full and productive employment
and decent work for all
8.a
Increase Aid For Trade support for developing countries, particularly LDCs, including through the
Enhanced Integrated Framework for LDCs
Goal 10. Reduce inequality within and among countries
10.a
Implement the principle of special and differential treatment (SDT) for developing countries, in
particular LDCs, in accordance with World Trade Organization (WTO) agreements
Goal 14. Conserve and sustainably use the oceans, seas and marine resources for sustainable development
14.6
Prohibit certain forms of fisheries subsidies by 2020 which contribute to overcapacity and overfishing, eliminate subsidies that contribute to illegal, unreported and unregulated fishing and refrain from introducing new such subsidies, recognizing that appropriate and effective special and
differential treatment for developing and least developed countries should be an integral part of
the World Trade Organization fisheries subsidies negotiation
Goal 15. Protect, restore and promote the sustainable use of terrestrial ecosystems […] and halt biodiversity loss
15.c
Enhance global support for efforts to combat the poaching and trafficking of protected species,
including by increasing the capacity of local communities to pursue sustainable livelihood opportunities
Goal 17. Strengthen the means of implementation and revitalize the global partnership for sustainable
development
17.10
Promote a universal, rules-based, open, non-discriminatory and equitable multilateral trading
system under the WTO including through the conclusion of negotiations within its Doha Development Agenda
17.11
Increase the exports of developing countries significantly, in particular with a view to doubling the
LDCs’ share of global exports by 2020
17.12
Realize timely implementation of DFQF market access on a lasting basis for all LDCs consistent
with WTO decisions, including by ensuring that preferential rules of origin applicable to imports
from LDCs are transparent and simple, and contribute to facilitating market access
Source: United Nations
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Tariffs in South-South Trade
Tariffs are a traditional element of trade policy, used
to increase trade and thereby enhance a country’s
income-generating capacity. Overall tariff reductions
can be seen as a way of increasing competition and
reducing prices, which can improve consumer surplus
and enhance domestic producers’ competitiveness.
Increased exports will also tend to enhance a
country’s income growth.
Market access conditions are an important
determinant of the effectiveness of trade as a means
of implementing development strategies. One of the
main determinants of market access conditions are
tariffs that interact with development policies. This
is the case whether considering domestic market
access for imports or foreign market access for a
given country’s exports. Determinants of tariff setting
are usually the outcome of a complex mix of actors.
Amador and Bagwell (2012) consider that tariffs are
set so as to maximize a weighted average of tariff
revenue, consumer surplus and profits in the importcompeting sector.14 Many economic factors will
influence them, including the influence of producers’
lobbies, the elasticity of import demand, the use of
the given product as an intermediate input in the
production of other goods, and the protection of
sensitive sectors such as food security, which is crucial
in many developing countries and corresponds to SDG
2 (end hunger, achieve food security and improved
nutrition, and promote sustainable agriculture).
The creation of the WTO was an outcome of the
conclusion of the Uruguay Round of multilateral
trade negotiations which ended in 1994. Its aim
was to promote an integrated, durable and more
viable multilateral trading system, notably by setting
upper bounds on tariff levels on many goods, and
in particular all agricultural goods. Since then, the
average applied tariffs in international trade have
been reduced through trade liberalization in a
multilateral framework.

Table 2 illustrates the average level of tariff restrictions
imposed on trade flows between regions in 2014,
using what is called the tariff trade restrictiveness
index (TTRI).15 The effect of regional trade agreements
can be seen through the relatively lower degree of
restrictiveness on intra-regional compared to interregional trade. However, inter-regional market access
is often better than intra-regional market access for
Sub-Saharan African exports. Preferences granted
to LDCs may partly explain such a difference, but
one could also mention the tariff barriers that SubSaharan African countries are imposing among each
other. When considering South-South trade flows as
a whole, many regional flows still face relatively high
tariffs. For instance, East Asian exports face an average
tariff of around 13% when sold to Sub-Saharan
Africa and South Asia. Over the five years leading
up to 2014, trade flows between many regions were
liberalized, the result of an increasing diversification
of geographic patterns of regional trade agreements.
One must note, however, that some inter-regional
trade flows have also become subject to higher
tariffs. This can partly be explained by a change in the
composition of trade flows rather than an increase in
tariffs on specific products.
Though many developed countries have a large share
of their trade taking place under a preferential trade
agreement (PTA), many developing countries still have
a substantial amount of trade taking place outside
of PTA rules.16 Some notable exceptions, however,
include some countries in South-East Asia, southern
Africa and Latin America. As a whole, the space
between the bound tariff and applied most-favourednation tariffs, also known as tariff water, tends to
be higher for developing countries. The possible
emergence of mega-regional trade agreements, such
as the TPP and the Transatlantic Trade and Investment
Partnership, might have the potential to greatly affect
the global trading system, with most certainly some
trade diversion effects against non-members.

14
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Table 2: Tariff Restrictiveness, Matrix by Region, 2014

Importing
Region
Developed
Countries
East Asia
Latin
America
South Asia
Sub-Saharan Africa
Transition
Economies
W. Asia &
N. Africa

Developed
Countries
1.8
-0.3
5.2
-0.6
3.8
-0.3
10.6
0.8
7.5
-0.7
4.6
-2.0
3.7
-0.7

East Asia
2.7
0.3
2.6
-0.7
9.2
-0.4
13.2
0.8
11.4
-0.2
6.7
-2.4
5.6
-0.3

Exporting Region
Latin
South Asia
America
1.1
2.9
0.3
0.0
4.5
3.2
-0.2
-0.9
1.1
9.7
-0.6
-0.5
10.2
7.1
-3.7
-0.7
9.1
8.1
0.0
0.3
9.0
6.7
-2.7
-2.5
5.4
4.0
-1.3
0.1

Sub-Saharan Africa
0.3
-0.2
1.9
0.1
1.5
-0.3
4.5
-2.0
3.9
-0.7
1.7
-1.2
3.5
-0.4

Transition
Economies
1.1
0.2
2.6
0.0
2.1
0.5
7.4
0.4
6.9
-0.4
0.4
0.3
6.9
3.0

W. Asia &
N. Africa
0.4
-0.1
1.6
-0.2
2.9
-0.2
5.2
-2.9
5.1
-0.3
6.2
-1.4
1.6
-0.3

Source: UNCTAD (2015b)

Non-Tariff Measures
NTMs and non-tariff barriers (NTBs) need to be
distinguished
NTMs are defined as policy measures, other than
ordinary customs tariffs, that can have an economic
effect on international trade.17 NTMs thus include
a wide array of policies. Some are traditional
instruments of trade policy, such as quotas or trade
defence measures. These measures are often termed
NTBs due to their unequivocally discriminatory and
protective nature.
The neutral definition of NTMs implies neither a
direction of impact nor a judgement about the
legitimacy of a measure. It notably comprises
sanitary and phytosanitary (SPS) measures and
technical barriers to trade (TBT), which may equally
apply to domestic producers and stem from nontrade objectives related to health and environmental
protection.

17

UNCTAD
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There are many linkages between NTMs and
sustainable development
The diversity of types, mechanisms and objectives of
NTMs is reflected in its linkages towards sustainability.
To grasp ways in which NTMs interact with sustainable
development, it is helpful to first distinguish between
indirect and direct linkages.
Indirect linkages refer to the trade-restrictive effect of
NTMs that, in turn, reduces opportunities for economic
development. Even legitimate and necessary NTMs
have significant restrictive and distorting effects on
international trade. Figure 1 reports the ad-valorem
equivalents of tariffs and NTMs faced by exporters.
The contribution of NTMs to restricting access to
markets is more than double that of tariffs. The impact
is particularly striking in sectors of high relevance for
developing countries. The development potential of
trade is therefore significantly impaired by trade costs
arising from NTMs.

Direct linkages refer to policies that have an immediate
effect on sustainability. While many policies primarily
aim at protecting health or the environment, they
also impact on trade and are therefore considered
NTMs. The growing majority of NTMs are SPS and TBT
measures, whose objectives are to protect human,
animal and plant life as well as the environment.
They directly regulate issues related to sustainable

development goals: food safety regulations for
nutrition and health, emission standards to combat
climate change, sustainable production and energy
requirements, and protection of the environment.
These measures are necessary to protect us and our
planet. We therefore face tough trade-offs between
trade restrictions and direct sustainability.

Figure 1: Ad-Valorem Equivalents of NTMs Compared to Tariffs

Ag. = Agriculture; Mfg. = Manufacturing
Note: The Market Access Overall Trade Restrictiveness Index (MA-OTRI) measures the ad-valorem tariff-equivalent that exporters from
the respective income groups face in foreign markets.
Source: UNCTAD/DITC/TAB/2012/1

How can costs of NTMs be reduced without
compromising sustainability policy objectives?
Fundamentally, there are two broad ways of reducing
the costs of NTMs for exporters and importers in
developing countries: first, increase the ability to
comply with unchanged non-tariff policies; and
second, improve NTM policymaking by promoting
regulatory convergence. For both venues, there is
substantial scope for South-South cooperation.
The ability to comply with NTMs, particularly with SPS
measures and TBT, depends on many factors. Apart

from overall productive capacity, access to market
information, access to technical infrastructure and
access to trade finance are crucial to overcoming
NTM-related challenges.
- Market information: Despite the widespread
use of NTMs, there is a significant transparency
gap. UNCTAD leads an international effort with
several partners to collect comprehensive data
of currently imposed mandatory regulations in
many countries. Detailed information for each
NTM comprises information sources, measures
and affected products and countries. Regional
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South-South cooperation can be a major driver for
improved access to information. UNCTAD supports
several regional groups that have identified
increased transparency about NTMs as a priority
objective. Particularly noteworthy are initiatives
in the COMESA-EAC-SADC Tripartite region, with
a view towards the Continental Free Trade Area;
in the Association of Southeast Asian Nations,
with a view towards the TPP; and a long-standing
collaboration with the Latin American Integration
Association. These initiatives contribute to
realizing the vast potential for intra-regional and
South-South trade growth.
- Technical
infrastructure:
For
developing
countries, compliance with specific technical
requirements, such as maximum residue limits
for certain pesticides, are sometimes the lesser
problem. The bigger challenge often lies in
costs for conformity assessment procedures,
such as testing and certification. Particularly in
LDCs, the respective technical infrastructure and
accredited laboratories are a bottleneck. SouthSouth infrastructure investment in this area has
the potential to significantly lower the effective
hurdles that exporters need to overcome.
- Trade finance: NTMs often set requirements for
production methods, supply chains, labelling,
packaging and transport conditions. Such
regulations entail significant fixed and variable
costs for companies. Particularly fixed costs
are harder to overcome for SMEs in developing
countries, compared to larger companies in
advanced economies. Trade finance institutions
in the developing world therefore play a key
role in promoting the upgrading and upscaling
of production, and the integration of SMEs into
global markets.

18

Elimination of SPS and TBT is not an option;
regulatory convergence is paramount
At the policy dimension, finding the fine line between
excessive trade restrictions and serving crucial nontrade objectives is a key challenge. The WTO SPS
and TBT agreements include valuable principles that
prescribe a science-based approach and the adherence
to/harmonization of international standards. In
reality, however, diverging SPS and TBT requirements
between countries and from international standards
create significant trade losses.18
Increased regulatory convergence, particularly
among South-South partners, has a major potential
to increase trade. Harmonization of regulations
and mutual recognition of conformity assessment
procedures should reduce many fixed and variable
costs of trade.
Studies show that adopting science-based
international standard guidelines is generally positive
for developing countries. However, developing
countries’ participation in international standardsetting bodies needs to be strengthened. SouthSouth cooperation can go a long way in fostering
involvement in these bodies. Regional and bilateral
harmonization also creates trade, but with potential
trade diversion effects. Unilaterally adopting more
stringent standards from developed markets and
imposing them as domestic production requirements
may increase exports to the North, but this also runs
risks. Increasing product prices can negatively affect
domestic consumers and South-South trade.19
Conclusion
The adoption of the 2030 Agenda, and its inclusion of
trade as a means of implementing the SDGs, provide
the trade policy community with the opportunity

Czubala, Shepherd, Wilson (2009); Nicita, Murina (2014); Cadot, Asprilla, Gourdon, Knebel, Peters (2015).
Disdier, Fontagné, Cadot (2014).
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to take stock of existing trade policies and assess
whether these policies are conducive to a higher
goal than increased trade flows, which is sustainable
development. This contribution has shown that
traditional trade policy instruments, such as tariffs,
continue to play an important role. However, they
are joined by new instruments, in particular nontariff measures. Some of these regulations address
important sustainable development objectives, but at
the same time may impede trade and, consequently,
its potential contribution to economic and social
welfare. Trade policy has thus become more complex,
and ensuring that trade optimally contributes to
achieving the SDGs requires a thorough assessment
of non-tariff measures, as well as their costs and
benefits for sustainable development. South-South
cooperation has an important role to play in both
fields; South-South trade has been growing rapidly,
and scope remains for tariff cuts and, in particular,
regulatory convergence in regional cooperation
agreements.
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CHAPTER 2
South-South Trade: Recent Trends
International Trade Centre (ITC)
International commerce is often considered either
as an engine of growth or as a marker of industrial
and economic development of exporting countries.
This is why examining the evolution of trade of
developing countries in the wake of and after the
financial crisis is important. Several recent evolutions
may have shaped developing countries’ exports: the
rebalancing of the world economy towards Asia, the
slowdown of the world economy, the sluggishness
of international trade as a whole, the huge swings
in primary product prices, and finally the deceiving
performances of emerging countries such as Brazil or
China to a lesser extent.
As the financial crisis took a big toll on advanced
economies’ growth (though less so on emerging
countries), a related question is, how has South-South
trade evolved since then? South-South trade had
been the most dynamic component of international
commerce over the two last decades, contributing
largely to the exceptional growth of trade in the 1990s
and 2000s. Two mechanisms were at play: traditional
forces of gravity and global value chains (GVCs).
As for the former, empirical studies have repeatedly
illustrated that bilateral trade was driven by capabilities
(the gross domestic product [GDP]) of the exporter,
market size (GDP) of the importer, transaction costs
(transport, tariffs, stringent non-tariff measures),
prices, and a constant accounting for the depth of
globalization. Importantly, the so-called New Trade
theory insisted on the heterogeneous performance
of firms:20 a country’s export performance is not only
driven by natural advantages (climate, endowment
20

in natural resources) or by economic development
(endowment in skills, capital accumulation), but is
also shaped by the capabilities of its firms. Depending
on the distribution of productivity of exporters and
the cost of acceding to foreign markets, a country’s
presence in destination markets will be determined by
firm selection;21 conditional to the above-mentioned
advantages (natural resources, education, etc.), only
the most productive producers will reach the most
difficult destination markets, and certain destinations
will not be served by this exporting country because
these destinations are too difficult (zero trade flows).
Against this background, one can easily figure out why
South-South trade has been very dynamic for years:
a) Growth of GDP above world average at origin and
destination of bilateral trade flows (the result of
emerging economies catching up), leading to an
increasing share of South-South trade in world
trade;
b) Enhanced capabilities of domestic exporters
as a result of investments (including foreign
investments), accumulation of experience on
world markets and export promotion policies
backed by international agencies;
c) Reduced trade costs as a follow-up of
infrastructure development and reduction in
tariffs among developing economies.
Important empirical and statistical efforts have
recently shed light on the second big mechanism:
GVCs. The principle was indeed known since the
1970s; that is, fragmenting the production process
in order to cumulate the comparative advantage
of each country involved in the production chain.

Melitz, M.J. (2003). The impact of trade on intra-industry reallocations and aggregate industry productivity, Econometrica,
71: 1695-1725.
21
Helpman E., Melitz M.J., Rubinstein, Y. (2008). Estimating Trade Flows: Trading Partners and Trading Volumes, Quarterly Journal of
Economics, 123(2): 441-487.
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The first systematic attempt to organize production
globally was developed 40 years ago. What’s new
on that front is that multinational companies have
systematized these strategies. The sources of such
unbundling22 are the dramatic reduction of the cost
of information combined with advances in transport
technologies and openness policies endorsed by
developing economies. The increasing fragmentation
of production, which stopped with the financial crisis,
led to a rapid increase in trade between developing
countries engaged in value chains, especially in Asia.
The world economy looks indeed a bit different in
the second half of the 2010s: sluggish growth in the
North and deceiving growth performances even in
the South, frozen unbundling, depressed prices of
primary products and, finally, the end of the period
of systematic and planned reduction in trade barriers.
(Regional agreements continue to be signed, but
there is no longer progress on the multilateral front.)
Considering such a landscape, it is evident that most
of the engines of South-South trade growth ran out
of fuel. But drawing a global picture of that process
would be misleading, and for two reasons. First, not
all the regions in the South have been affected in
the same way by the evolutions mentioned above.
Second, the period since the financial crisis has
been characterized by very different evolutions;
hence, the need to consider separately the different
regions in the South, and to split the period since the
crisis in order to better characterize the evolutions
at stake.
Our approach is as follows: for the time window, we
start just before the financial crisis in order to fully
integrate its impact, and consider the subperiod
2012-2015 separately because it exhibits very peculiar
features. As for the regions, we separately consider
Africa, Latin America and, finally, Asia (actually the
Association of Southeast Asian Nations [ASEAN],
India and China).
Let’s consider Africa first. In Figure 1, we plot on
the vertical axis the growth rate over the last 10

years of African exports to the world, as well as to
other African countries, Latin America and Asia. The
same is done on the horizontal axis for the period
2012-15. Bubbles indicate the value of trade today.
African exports to the world were worth US$373
billion in 2015; this is the dashed bubble.
A last piece of information is the diversification of
exports: in red, where the share of the top three sectors
represents over 75% of African exports to a given
region in 2015; in blue, where these sectors represent
less than 50%; and in green, where the situation is
intermediary. This is indeed an important piece of
information, shedding light on the diversification of
exports. As stressed above, conditional to natural
advantages, such diversification is mirroring the
capacity of firms in the exporting countries to reach
markets that are more or less difficult to accede
to. Here, intra-African trade is a blue bubble, while
African trade with Latin America is a red one. A literal
interpretation of this evidence is that it is much
less difficult for African exporters to reach African
markets than to reach Latin American markets. To
the latter, only goods with strong comparative or
absolute advantage will be shipped, while trade with
neighbours is offering many more opportunities for
profitable business and diversification of production.
Asia, as a destination market, is in an intermediate
situation: although difficult to accede to, this market
is quite promising (see bubble size) because its rapid
developments offered opportunities that seem to
compensate for the difficulty of access.
If one now considers the overall period, we see that
African exports have been stable as a whole. Exports
to Latin America did not grow, while Asia offered
good opportunities, though less so for other African
markets. Indeed, African exports to countries of
the Organisation for Economic Co-operation and
Development (OECD) are not represented in the
graph; since the overall growth is nil and exports to
Africa and Asia grow, it must necessarily be the case
that exports to OECD countries exhibited negative
growth for certain destinations.

22

Baldwin, R. (2016). Factory-free Europe? in The Factory-Free Economy, Ch. 1, L. Fontagné & A. Harrison (eds), Oxford University Press.
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In contrast, the recent period (2012-2015) was
characterized by a sharp decrease in African exports
of over 10% per year, and even less so for intraAfrican trade. Indeed, part of this evolution is due
to price effects, as prices of primary products were

on the decline. This is the counterpart of the lack
of differentiation of exports. In conclusion, the fall
in intra-African trade has been less than the fall in
Africa’s exports to other regions between 2012 and
2015, and it is more diversified.
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Figure 1: South-South Trade: African Exports, 2006-2015
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The same exercise can be conducted for Latin America
exporters in Figure 2. Here again, we can compare
the overall period, with a slight increase in Latin
America exports to the world, and an important
contribution of exports to Asia. For the recent
period (2012-2015), however, we observe a
rapid contraction of Latin America exports to the
world of over 4% per year. Surprisingly, this is the
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South-South trade that contracted the most:
exports to Asia contracted more rapidly than total
exports, and the situation was even worse towards
Africa or even within the Latin America region
itself. This situation is partially explained by Mexico,
which represents around 40% of Latin America’s
overall exports but only 10% of its exports to
developing countries.
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Figure 2: South-South Trade: Latin America Exports, 2006-2015
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Finally, let us consider the evolution of Asian exports
to other Southern countries in Figure 3. The first
contrast with previous evidence is that exports have
exhibited a positive growth over the whole in spite of
the financial crisis, even during 2012-2015. Although
a sluggish growth of exports was recorded during this
last subperiod (about 1% per year), ASEAN++ remains
the only region posting positive export growth to
the world between 2012 and 2015. Interestingly,
the recent period is mirroring evolutions referred

to above: the fractioning of production processes
comes to an end (it no longer deepens, which
does not necessarily mean reshoring), and more
traditional determinants are playing a bigger role.
Asia is exporting to Africa because the market is rather
dynamic, the capabilities of Asian firms are on the rise,
and trade costs are declining. The combination of the
two evolutions leads to a faster pace of exports from
Asia to Africa than within Asia: ASEAN++ exports to
Africa are the most dynamic between 2012 and 2015.
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To conclude, we are confronted by a profound
reorganization of South-South trade, a former
engine of world trade growth now on the decline.
Regional trade, in particular in Africa, would benefit
from the consolidation of several agreements which
partially overlap. The present situation leads to
an intricate set of preferences and possibly rules
of origin, raising transaction costs to small and
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medium-sized businesses. Export diversification and
creation of value added are two important criteria
for export promotion policies. Trade is conducive to
long-term and sustainable growth when it backs the
diversification of the economy and its participation
in global value chains (GVCs). Otherwise, exporting
countries are confronted with ample fluctuations in
terms of trade and volatile demand for primary products.

CHAPTER 3
Intra-African Trade: Context, Dynamics and Challenges
African Export-Import Bank (Afreximbank)
Introduction
Intra-African trade, consistent with other intraregional trade descriptions, embodies trade among
African countries. Efforts to finance and promote
intra-African trade are borne out of the expected
significant contribution it could make to Africa’s
economic growth and structural transformation drive.
It is in this context that intra-African trade has been
given a continent-wide priority by the African Union
through the establishment of a proposed Continental
Free Trade Area. Despite the significant growth
recorded in African trade over the past decades,
the level of intra-African trade remains low at 15%
compared to intra-regional trade in Europe (67%),
Asia (55%) and North America (37%) (UNCTADstat,
2015). Among other reasons, experts contend that
the low activity in intra-African trade is partly due to
inadequate effort invested to optimize the continent’s
full potential in exploring regional trade, especially in
sectors such as agriculture and manufacturing. Africa
is endowed with abundant resources, both natural
and human. Whereas these resources could be
channelled towards the achievement of substantial
growth in regional trade in various ways, such as the
expansion of agricultural production, the resources
are often neglected and largely underutilized. In
this section, we attempt to examine the dynamics
of intra-African trade, situate the relatively poor
performance of the trade within an appropriate
context and highlight some of the intra-African tradelimiting factors, as well as provide a brief introduction
to the rationale and contours of Afreximbank’s intraAfrican trade promotion initiative. Following this
introduction, we look at intra-African trade and its
role in the continent’s growth agenda, and provide
an overview of the developments in intra-African
trade. Thereafter, the section covers the potential for
intra-African trade in the continent, examines some

of the limiting factors to intra-African trade, discusses
Afreximbank and the intra-African trade promotion
initiative, and offers conclusions.
Intra-African Trade and Africa’s Growth Agenda
Lack of economic diversification and structural
transformation of African economies have been
some of the key features of development challenges
facing the continent over the last few decades.
Despite the growth resurgence enjoyed by the region
under the last commodity super-cycle in the postheavily indebted poor country era, industrialization
remains the paramount challenge confronting the
region, as reflected in the relatively low level of its
manufacturing output. Africa’s manufacturing value
added accounted for a paltry 1.6% of the global
total in 2014, and its growth has lagged far behind
that of other regions since 1990. Moreover, Africa’s
manufacturing value added in gross domestic product
(GDP) has fallen from nearly 12% in the 1970s to just
over 9% in the 2010s, in part because Africa’s exports
remain largely driven by natural resources and primary
commodities. For the region as a whole, the costs
of that excessive reliance on natural resources and
primary commodities have been significant, including
increased exposure to recurrent adverse shocks,
deterioration of terms of trade and persistence
of poverty in the absence of expanding labourintensive industries. In this regard, intra-African trade
is seen as a significant factor to propel economic
growth and development. In recent years, multiple
African countries have opened their economies to
intra-regional trade through various agreements,
multilateral trading systems and reform programmes,
with a view to ensuring that these initiatives generate
substantial benefits to many countries across the
continent. It is expected that vibrant intra-regional
trade should facilitate the improvement in intra23

regional infrastructure development (including
transport, energy and communication infrastructure),
promote the harmonization of both trade and
economic policies, contribute to expanding domestic
markets and improve domestic production capacity.
Thus, by addressing many of the constraints to this
trade – poor infrastructure, tariff and non-tariff
barriers to trade, limited economic diversification,
heavy reliance on historical trading partners,

complex domestic regulation and insufficient
productive capacity, among others – the continent
will improve its trade performance in both intra- and
extra-regional trade, thereby reaping benefits of
economic globalization and leading to improvement
in growth and development prospects. Promotion
of intra-African trade therefore should be seen as
a complement to extra-regional trade aimed at
contributing to the achievement of economic growth,
development and structural transformation in Africa.

Figure 1: Intra-Regional Trade and Industrialization
Intra-Regional Trade and Industrilization

Sources: ITC (2016); WTO (2016); World Bank (2016)

Figure 1 shows how intra-African commercial
engagement in the form of exports and imports
lags behind Europe, Asia and North America, and is
associated with a lower level of industrialization. The
observed development re-emphasizes the critical
role of intra-regional trade in serving as a catalyst
for a region’s industrialization, growth and structural
transformation.
Developments in Intra-African Trade
Intra-regional trade has long been recognized as an
important catalyst in a region’s economic growth
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and development. In spite of the sturdy growth in
Africa’s trade over the past two decades,
intra-African trade continues to remain abysmally
low. For instance, while African trade has recorded
substantial growth, from US$570 billion in
2005 to about US$1.2 trillion in 2015, the proportion
of intra-African trade has been low, from about
9% during the 2000s to about 15% by 2015. The
15% lags behind intra-regional trade among other
regions, including 37% in North America, 55% in
developing Asia, and 67% in Europe, according to
UNCTADstat (2015).

Figure 2: African Trade at a Glance, 1995-2015 (US$ bn)
African Trade 1999-2015 (US$ bn)

Sources: Afreximbank Annual Report, various issues

Figure 2 buttresses the fact that the sturdy
growth performance of African trade since 1999 has
not translated into improving intra-African trade,
as just a small proportion of the continent’s trade
constitutes trade within the region. Africa’s trade
direction has mostly been to its traditional trade
partners, including Europe, North America and more
recently China.

Sub-regional Developments
The level of intra-regional trade within various
subregional economic communities on the continent
are varied, with the Southern African Development
Community (SADC) dominating intra-regional
trade both in terms of exports and imports. Figure
3 illustrates the level of subregional economic
communities’ commercial engagements among
members within the groups.
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Figure 3: Intra-African Trade within Sub-regional Economic Communities
Intra-Regional African Trade in Sub Regional Economic Communities

Note: SADC = Southern African Development Community; ECOWAS = Economic Community of West African States; EAC = East African
Community; COMESA = Common Market for Eastern and Southern Africa; CEMAC = Central African Economic and Monetary Community;
AMU = Arab Maghreb Union.
Sources: UNCTADstat (2016); ITC (2016)

Within the regional economic communities (RECs),
the nature of the dominant commodities traded
differs from one block to another, in terms of exports
and imports. For instance, while manufacturing
dominates intra-regional exports in the SADC region,
oil accounts for the largest share of intra-regional
exports in the ECOWAS subregion, owing largely
to Nigeria. Notably, each of the four main broad
commodity areas (agriculture, mining, oil and gas,
and manufacturing) has varied prominence regarding
exports and imports within the various regional
economic communities.
Potential for Intra-African Trade
Available data and statistics suggest that there
is ample room for intra-African trade promotion
based on a broad sectoral categorization of various
products. For instance, during 2014, the continent’s
total imports in the agricultural sector for food items,
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including fish, livestock, fruits, vegetables, nuts
and cereals, amounted to US$77 billion, out of
which a paltry US$10 billion constituted intraAfrican imports. This suggests that the deficit of
US$67 billion could be met through intra-African
trade (Figure 4). The scenario appears as a recurrent
theme in almost all the broad sectoral groupings.
With regard to manufacturing, which covers
items such as consumer goods, food stuffs, light
manufacturing, textiles and apparel, and chemical
manufacturing, intra-African trade imports stood
at US$20 billion while total imports to
African countries amounted to US$136 billion,
leaving a deficit of US$116 billion for potential
intra-African trade. The other extractive sector
covers minerals, mining, and oil and gas, while
specialty manufacturing includes products such as
electronic equipment, transportation manufacturing
and machinery.

Figure 4: 2014 African Sector Imports (in billion US$)
2014 Sector IMPORTS (USD Billions)

Sources: UNCTADstat (2016); ITC (2016)

Constraints
Possible constraints limiting the growth potential of
African trade, especially intra-African trade, include
a deficit of trade-enhancing infrastructure, the lack
of diversification and structural transformation of
the continent, and product concentration, with most
economies being largely commodity-dependent.
Structural rigidities facing small island economies,
landlocked countries and fragile states continue
to limit the growth of intra-African trade. Further,
lack of political will and commitment, as in poor
implementation of agreements, hinders the growth
of trade within the continent. For instance, in spite
of signing and ratifying regional protocols aimed at
facilitating trade, many African governments have
yet to translate several commitments into concrete
actions, leaving several traders confronted by tariff
and non-tariff barriers in their quest to promote trade
within Africa. Poor trade-enhancing infrastructure,
relating to quality and cost of logistics, hinders smooth
trade. One other issue weighing down African trade,
and intra-African trade in particular, is the presence
of poor trade facilitation structures, including undue
delays at borders due to bureaucratic tendencies,
and arbitrary erection of numerous and extortionary
illegal checkpoints. Moreover, historical ties with

colonial masters have also created a situation where
several African countries continue to exhibit strong
trading links, thereby favouring European markets
compared to Africa. Finally, the presence of a large
informal sector, including informal cross-border
trade and estimated to be about 40% of Africa’s
trade, presents enormous intervention challenges to
governments and financial services providers.
Afreximbank and Intra-African Trade Promotion
In this context, Afreximbank has made intra-African
trade promotion a strategic priority, anchoring its
business development in the medium term. The bank
views intra-African trade as comprising all commercial
exchanges between African entities, whether within
the continent or outside it. The unique description is
important, in that it allows the bank to capture trade
and investment flows between Africans within the
continent and those in the diaspora, owing to their
recognized role in the continent’s economic activity.
In a world where intra-regional trade has emerged as
an absorber of global shocks, the strategic emphasis
on intra-African trade, as adopted by the bank and the
African Union, provides the opportunity to foster the
process of Africa’s industrialization and, eventually, to
set the region on a path of export diversification. With
27

over two decades of trade financing in the continent,
the bank’s unique position creates an opportunity
for it to leverage its geographical footprint, strategic
partnerships and time-tested model, as well as the
processes for championing the promotion of intraAfrican trade in the continent.
The African Export-Import Bank’s intra-African
trade strategy is built on three key pillars, namely (i)
Create, (ii) Connect, and (iii) Deliver, with a fourth
ancillary pillar measure. In this strategy, the Create
pillar involves the bank facilitating capacity for the
expansion of production, and capacities for processing
the generation of trade across the continent. The
Connect pillar deals with the identification of key
institutions, agents and actors so as to empower
them to “connect the dots”, thereby linking buyers
and sellers in the intra-African trade value chain. The
Deliver pillar ensures delivery of efficient and costeffective distributing channels for delivering goods
and services across the continent. Finally, the fourth
ancillary measure pillar helps to ensure that progress
is regularly and constantly monitored and measured,
enabling the Bank to achieve the set target by
instituting remedial action when necessary.
Furthermore, within the Bank’s existing suite of
programmes and products, a number of products are
already being used to intervene in support of intraAfrican trade. Such programmes/products include,
among others: (i) lines of credit; (ii) project finance,
mainly used to develop Africa’s export manufacturing
capability and trade-supporting infrastructure; (iii)
risk-bearing instruments; (iv) a country programme
(CP), which is designed to provide technical and
financial assistance to the bank’s member countries
that are confronted with economic challenges caused
by external factors, including global downturns
(the CP also provides supports for post-conflict
reconstruction of key trade infrastructure and trade);
and (v) export development finance, used mainly
to promote export manufacturing (including the
provision of advisory services).
Other special programmes, such as the bank’s
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Construction and Tourism-Linked Relay Facility
(CONTOUR), Construction and Medical TourismLinked Relay Facility (CONMED) and African Cocoa
Initiative (AFRICOIN), are currently being used, and
can still be used in the future, to drive the Bank’s
intervention in support of intra-African trade. In
addition, being a dynamic institution driven by the
need to meet its clients’ requirements in a constantly
changing operating environment, the bank continues
to introduce innovative instruments to this end. In
this regard, the recent global shock characterized by
plummeting commodity prices, deceleration in the
Chinese economy and synchronized slowdown in
emerging market economies, adversely hit a number
of African countries, thereby creating a significant
trade financing gap. To ensure that it remains
relevant to its clients’ needs, the bank introduced
a special initiative in 2015, the Counter-Cyclical
Trade Liquidity Facility (CONTRALF), with a view to
safeguarding against immediate shortages of tradefinance flows and making it possible to achieve an
orderly adjustment. The overriding objective of this
special initiative is to minimize the risks of trade
payment default and ensure continued supplies of
raw materials and capital goods for manufacturing
and export development, among others.
The approach is to identify countries in the various
RECs and designate them as hubs for the bloc. In
settling on a country as a hub, consideration is given
first to nations whose trade with other members
within a bloc is high, and then to those countries
that have a significant proportion of their trade with
members of other regional economic communities
outside their bloc. Further, the bank’s operational
strategy means a country is selected from each of
the COMESA, EAC and SADC blocs, and two countries
from ECOWAS, with one country serving as a hub
for the anglophone part and the other representing
francophone West Africa.
With regard to financing, the bank aims to draw on the
strength of its core business of trade finance through
existing channels of intervention, including credit
(trade and project financing), risk-bearing guarantee

instruments, and advisory services, through the
application of underlying products, programmes
and facilities. Afreximbank’s renewed strategic focus
on intra-African trade promotion has led to the
creation of a dedicated department for the purpose.
The ultimate objective is to contribute to increasing
intra-African trade from the current level of about
US$170 billion to US$250 billion by 2021, accounting
for about 50% of Africa’s trade.
Conclusion
Vibrant intra-regional trade is seen as an important
catalyst for economic prospects regarding growth,
industrialization and structural transformation. In
this regard, the relatively low level of intra-African
trade could partly explain the continent’s low level
of industrialization and development. Inspired
by the knowledge that intra-African trade could
aid the continent to better absorb the adverse
effect of global commodity shocks, and accelerate
growth and structural transformation in Africa
coupled with the existing potential of trade in the
continent, Afreximbank has made intra-African trade
promotion its medium-term strategic objective for
anchoring its business operations. To this end, the
bank has put relevant structures and resources in

place to contribute to increasing the amount of
intra-African trade from its current level of US$170
billion to US$250 billion. This represents 50% of the
continent’s trade by 2021, compared to the current
level of about 15%.
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CHAPTER 4
Promoting Regional Integration and Trade:
An Overview of the ECOWAS Perspective
Nigerian Export-Import Bank (NEXIM)
The Economic Community of West African States
(ECOWAS) is a regional group of 15 West African
countries comprised of Benin, Burkina Faso, Cape
Verde, Côte d’Ivoire, The Gambia, Ghana, Guinea,
Guinea-Bissau, Liberia, Mali, Niger, Nigeria, Senegal,
Sierra Leone and Togo. ECOWAS member countries
have a combined nominal GDP of about US$675

billion and a total population of over 340 million.
The region officially communicates in three main
languages: English, French and Portuguese. Of the
15 member countries, eight are francophone,
while five are anglophone and two are lusophone –
Portuguese-speaking.

ECOWAS Region

ECOWAS Treaty/Integration Principles
ECOWAS was formed by the signing of a treaty on
28 May 1975. At inception, it was created to promote
economic cooperation, trade and monetary union for
growth and development throughout West Africa.

Parliament and Economic and Social Councils, and
a Court of Justice, which primarily interprets and
mediates disputes over policies and relations, and has
the power to investigate alleged human rights abuses
in member countries.

However, to broaden its main objectives and
accelerate the integration of economic policy and
improve political cooperation, a revised treaty was
signed on 24 July 1993. The revised treaty sets out
the goals of a common economic market and a
single currency, and the creation of a West African

The ECOWAS treaty and its fundamental principles as
enshrined guide all the dealings of member states,
citizens and other external bodies. The fundamental
principles of the ECOWAS, as stated in Article 3 of the
treaty, solemnly affirm and declare adherence to the
following key integration principles among others:
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a) Equality and interdependence of member states;
b) Solidarity and collective self-reliance;
c) Interstate cooperation, harmonization of policies
and integration of programmes;
d) Non-aggression between member states;
e) Maintenance of regional peace, stability
and security through the promotion and
strengthening of good neighbourliness;
f) Recognition, promotion and protection of
human and peoples’ rights in accordance with
the provisions of the African Charter on Human
and Peoples’ Rights;
g) Accountability, economic and social justice and
popular participation in development.
ECOWAS Institutional Framework/Policy Instruments
In the implementation of the regional agenda
to promote economic development and market
integration as well as the development of key
infrastructure, the institutional framework comprised
of the following major institutions was established:
a) ECOWAS Commission;
b) Community Court of Justice;
c) Community Parliament;
d) ECOWAS Bank for Investment and Development
(EBID).
With regard to policy instruments to engender trade
and economic integration, with the primary goal of
achieving a common ECOWAS market, and promote
higher levels of investments and intra-regional trade
among its member states, the following schemes and
frameworks are also being implemented:
i) ECOWAS Trade Liberalisation Scheme
The ECOWAS Trade Liberalisation Scheme is the main
operational tool for promoting the West African
region as a free trade area. This is in tandem with
one of the objectives of the community, which is
the establishment of a common market through the
liberalization of trade.
The objective of the ECOWAS Trade Liberalisation
Scheme is to establish a Customs Union among all
member states, aimed at the total elimination of
customs duties and taxes, the removal of non-tariff

barriers and the establishment of a Customs Union
with a common external tariff on goods produced
within member countries. With the common external
tariff, member countries will be paying a uniform tariff
at all borders in the subregion, thereby facilitating the
achievement of one of the important milestones on
the road to the creation of a Customs Union for West
Africa.
ii) Inter-State Road Transit Scheme
The Inter-State Road Transit scheme is a cross-border
guarantee arrangement towards mitigating issues
of delays with regard to transit trade. The scheme is
designed to promote the free flow of goods among
member states, free of duties, taxes and restrictions
while in transit. In addition, the scheme seeks to
eliminate the time-wasting escort system and checks
the diversion of goods consigned for a specific
destination.
The risk covered under the Inter-State Road Transit
scheme is that of diversion of goods within a country
other than the country of destination, which would
result in a loss of import duties/charges that could
have been paid to the Customs authorities in the
country of transit in which the diversion occurs.
iii) Other Policy Framework
Other complementary policy frameworks being
implemented to support and promote trade,
investment and regional integration are the
establishment of the ECOWAS Common Investment
Market and the Development of Common Investment
Code and Policy, among others.
Challenges to ECOWAS Integration
While the goals of ECOWAS have to some extent been
realized, the following are key barriers to the full
realization of the ECOWAS regional integration plans,
especially with regard to trade and investment:
a) Infrastructure deficit evidenced by the absence/
poor state of regional trade-related transport
infrastructure (road, rail, air and maritime/
logistics services);
b) Duality and multiplicity of the integration
architecture: Institutional architecture in the
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c)

West African region is characterized by the divide
between the anglophone and francophone
countries and, to some extent, the lusophone
countries. In 1994, a subgroup of eight countries
formed the West African Economic and Monetary
Union (WAEMU). All the WAEMU countries, with
the exception of Guinea-Bissau, share a common
French heritage in their legal and administrative
systems. In addition, they have maintained
the common currency inherited at the time of
independence, which is the CFA franc and have a
common monetary policy, which is implemented
by a common central bank (the Central Bank of
West African States - BCEAO).
The non-WAEMU countries, with the exception
of Cape Verde, are trying to form a second
monetary zone, the West African Monetary Zone,
which would eventually merge with WAEMU to
form a single ECOWAS monetary zone.
Narrow financial market integration/issues of
single currency: The creation of a single currency
was postponed before the roadmap for the
ECOWAS Single Currency Programme 2009-2020
was adopted in 2009.

Prospects/Conclusion
Despite the aforementioned challenges and
other regional realities, the progress towards
integration that is being achieved through
the Customs Union, the free movement of persons
with an ECOWAS passport or travel certificate,
and the transformation of the ECOWAS Secretariat
into a strengthened ECOWAS Commission with a
reinforced mandate to promote integration in the

32

region means the prospects for seamless integration
remain high.
Also, the renewed political momentum of the
ECOWAS Vision and the region’s rich natural resource
endowment have created an enabling environment
to gain traction in the regional integration drive.
Besides the political will, there are also a number of
opportunities to enhance the regional integration
process, such as the high preponderance of informal/
unrecorded trade as a result of the free movement
of people across borders and the low production
capacity at various value chains across the most
productive economic sectors.
The average GDP growth rate of 6-7% in the region,
as well as the large population with demographic
dynamism, provides opportunity for sustainable
trade and investment, especially in the agricultural,
solid minerals and light manufacturing sectors.
The growth in the volume and value of trade intraregionally, as well as the rise in intra-regional crossborder investments, are no doubt pointers that
regional integration is desirable and achievable and
should be vigorously pursued.
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CHAPTER 5
Fostering South-South Cooperation: An Asian Perspective
Export-Import Bank of India (Exim Bank of India)
In recent years, developing countries have
increasingly emerged as regional and global growth
engines, reflecting higher growth in economic activity
and trade, as compared to the developed economies.
The growing importance of the South, as these
countries are commonly referred to, can be gauged
by the increasing share of emerging markets
and developing economies23 in global GDP, from
21% in 2001 to 40% in 2015 (Figure 1). In fact,
according to the International Monetary Fund (IMF),
global recovery between 2016 and 2020 is to be
primarily driven by growth in emerging market
economies, which is projected at an annual
average of 4.8%. The share of emerging market
economies in global GDP is expected to increase to

nearly 45% by 2020.
South-South development cooperation has become
a central factor in international relations. The world
is aiming at achieving the Sustainable Development
Goals, an agenda that calls for a new and inclusive
global partnership. Underlying the robust performance
of developing countries in recent years, South-South
cooperation has assumed increasing importance as a
driver of global growth and is now widely recognized
as a key mechanism for the development agenda of
countries of the South. South-South cooperation offers
viable opportunities for economies in their individual
and collective pursuit of sustained economic growth
and sustainable development.

Figure 1: Trends in Share of Advanced Economies and Emerging Market Economies in Global GDP, 2001-2015

Source: IMF World Economic Outlook, April 2016

International trade and investment are integral to the
process of globalization. Over the years, governments
in most countries have increasingly opened their

economies to international trade and investment,
whether through the multilateral trading system,
increased regional cooperation or as part of domestic

23

Data for emerging market and developing economies as per the IMF classification have been considered as for the developing
economies.
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reform programmes. Trade and investment more
generally have brought enormous benefits to many
countries. It has allowed nations to benefit from
specialization and produce at a more efficient scale,
thus raising productivity and the spread of knowledge
and new technologies.
The emergence of the dynamic South and the
spectacular growth of South-South trade and
investment flows present an important window of
opportunity to progress beyond the quest for natural

resources and into newer markets.
South-South Trade
The growing importance of the South in global trade
configuration can be gauged from the fact that the
share of countries of the South in global merchandise
exports has increased from 32.6% in 2001 to slightly
more than 49% in 2014, while the corresponding
share of developed market economies has
reduced from 66% to less than 51% over the same
period (Figure 2).

Figure 2: Trends in Share of Developed and Developing Market Economies in Global Exports, 2001-2014

Source: ITC Trade Map, derived from UNcomtrade

During the 2001-2014 period, South-South exports
increased sharply, sixfold, from US$786.6 billion
to US$4.9 trillion. As a result, the share of intraregional exports of developing economies in global
merchandise exports increased from 12.8% in 2001 to
around 26.1% in 2014, while the corresponding share
of intra-regional exports of developed economies
reduced from 50.5% to 34.5% over the same period
(Figure 3).
The significance of South-South trade can also be
gauged from the flow of intra-regional exports to
its total exports. The share of intra-regional

24

World Economic Situation and Prospects 2014

34

exports of developing economies to its total
exports increased from 41.1% in 2001 to a robust
58.4% in 2014. On the contrary, the share of intraregional exports of developed economies to its total
exports decreased from 76% in 2001 to 67.2% in 2014
(Figure 4).
Much of the growth in South-South trade in recent
years has been driven by trade in fuels – owing to both
higher prices and increased demand in developing
countries – and by communications equipment,
which has shifted production from developed to
developing countries.24

Figure 3: Share of Intra-Regional Exports to Global Exports, 2001-2014

Note: According to UNCTAD, transition economies include countries in South-East Europe, the Commonwealth of Independent States
and Georgia.
Sources: Unctadstat.unctad.org; Exim Bank of India analysis

Figure 4: Share of Intra-Regional Exports to Total Exports, 2001-2014

Sources: Unctadstat.unctad.org; Exim Bank of India analysis

Role of Asia
At the regional level, Asia leads South-South trade, with
a share of 73% in intra-regional trade of developing
economies in 2014. South-South exports of Asia
increased more than sixfold, from US$595.1 billion

in 2001 to US$3.7 trillion in 2014. As a result, intraregional trade among Asian economies witnessed a
significant compounded annual growth rate (CAGR)
of 13% between 2009 and 2014, following the global
economic slowdown in 2009 (Figure 5).
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Figure 5: Intra-Regional Exports of Developing Economies, 2001-2014

Sources: Unctadstat.unctad.org; Export-Import Bank of India analysis

Among the Asian economies, Eastern Asia dominated
Asia’s South-South exports, accounting for nearly
70% of the region’s intra-trade in 2014, followed
by South-Eastern Asia, Western Asia and Southern
Asia (Figure 6).
Figure 6: South-South Exports of Asia, 2014

Sources: Unctadstat.unctad.org; Export-Import Bank of India analysis

Regional economic integration, through bilateral
and regional trade agreements, has been making
significant contributions to expanding trade and

25

investment. Regional trade agreements (RTAs) play
a significant role in enhancing South-South trade,
mainly by making markets more accessible. The
number of South-South RTAs in Asia has increased
steadily over the last few decades.25 Select SouthSouth RTAs in Asia include the ASEAN Free Trade Area
(AFTA), India-ASEAN Free Trade Area (FTA), ChinaASEAN FTA, India-Malaysia Comprehensive Economic
Cooperation Agreement (CECA), India-Korea
Comprehensive Economic Partnership Agreement
(CEPA), India-Sri Lanka FTA, SAARC Preferential
Trading Agreement (PTA), China-Republic of Korea
FTA, India-Gulf Cooperation Council (GCC) FTA, GCCSingapore FTA, India-Nepal Treaty of Trade, IndiaSingapore CECA, Malaysia-Turkey FTA, Republic of
Korea-Turkey FTA, Republic of Korea-Viet Nam FTA
and Laos-Thailand PTA, among others.
Foreign Direct Investment: Role of the South
As regards foreign direct investment (FDI), countries
of the South have a significant role, not only as
recipients of FDI, but also as FDI investors in other
countries, especially in developing countries.

Sourced from World Trade Organization (WTO) and Asian Development Bank (ADB).
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FDI flows to developing economies increased more
than threefold, to peak at US$681.4 billion in 2014,
as compared to US$215.6 billion in 2001 (Figure 7).
Inflows to developing economies thus accounted for
more than half of global FDI inflows. China became

the world’s largest recipient of FDI in 2014, replacing
USA. Moreover, among the top 10 FDI recipients in
the world, six are developing economies, namely,
Brazil, British Virgin Islands, China, Hong Kong, India
and Singapore.

Figure 7: Trends in Global FDI Inﬂows and Outflows to/from Developing Economies, 2001-2014

Sources: Unctadstat.unctad.org; Export-Import Bank of India analysis

FDI outflows from developing countries increased
eightfold to peak at US$468.1 billion in 2014, as
compared to US$58.2 billion in 2001. Though FDI
outflows from developing countries accounted for
around 35% of the global FDI outflow in 2014, it
grew at a CAGR of 17.4% between 2001 and 2014.
According to the United Nations Conference on
Trade and Development (UNCTAD), investments by
developing-country multinational enterprises (MNEs)
reached a record level in 2014, with developing
Asia being the largest investing region in the
world. Further, most of these MNEs acquired
developed-country foreign affiliates in the
developing world.
Major investing developing-country MNEs in 2015
include Hutchison Whampoa Ltd (Hong Kong),
CITIC Group (China), Hon Hai Precision Industry Co.
(Taiwan), Vale SA (Brazil), China Ocean Shipping
(Group) Co. (China), Petronas - Petroliam Nasional
Bhd (Malaysia), América Móvil SAB de C.V. (Mexico)
and Cemex S.A.B. de C.V. (Mexico), among others.

According to UNCTAD’s World Investment Report
2015, most developing-economy investments are
within its immediate geographic region. Familiarity
and, in most cases similarities in historical, cultural,
economic and social ties, ease the foreign investment
of MNEs in the host country. MNE investments in
the South can be broadly classified into three types:
resource-seeking, efficiency-seeking and marketseeking. For example, MNEs investing in East and
South-East Asia are primarily efficiency-seeking
investments, investments in South Asia are mainly
market-seeking, and in Africa they are both resourceand market-seeking.
Among developing economies, FDI inflows to Asia
peaked at US$465.3 billion in 2014, as compared
to US$427.9 billion in 2013. FDI inflows to Latin
America declined to US$159.4 billion in 2014,
as compared to US$186.2 billion in the previous
year. Those to Africa declined marginally to US$53.9
billion in 2014, compared to US$54 billion in 2013
(Figure 8).
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FDI outflows from Asia reached record levels of
US$431.6 billion in 2014, as compared to US$335.3
billion in the preceding year, whereas FDI outflows
from developing America and Africa declined to

US$23.3 billion and US$13.1 billion in 2014,
respectively, from US$28.5 billion (developing
America) and US$16 billion (developing Africa)
in 2013.

Figure 8: Regional Share of FDI Inﬂows and Outflows to/from Developing Economies, 2014

Neg. = Negligible
Sources: Unctadstat.unctad.org; Export-Import Bank of India analysis

Investments in Developing Asia
Within developing Asia, East and South-East Asia
dominate South-South investments, similar to that
in the case of South-South trade. China, in particular,
has played a pivotal role both as an investor and as a
recipient of South-South flows.
FDI flows to developing Eastern Asia stood at
US$248.2 billion in 2014, as compared to US$221.5
billion in the preceding year, while that of SouthEast Asia increased to US$132.9 billion in 2014,
from US$126.1 billion in 2013. Inflows to South
Asia increased by 16% to US$41.2 billion in 2014 as
compared to US$35.6 billion in 2013. FDI inflows to
South Asia in 2014 increased primarily on the back
of a rise in investments in the manufacturing sector,
including in the automotive industry. The security
situation in West Asia has led to a continuous decline
of FDI flows, with FDI in the region decreasing for the
sixth consecutive year to US$43 billion in 2014.
26

Developing Eastern Asia also dominated the FDI
outflows from the continent. In 2014, FDI outflows
from developing Eastern Asia stood at US$302.5
billion, as compared to US$225.3 billion in 2013. FDI
outflows from South-Eastern Asia stood at US$80.1
billion in 2014, registering growth of 19.2% over the
previous year. FDI outflows from South Asia increased
over fivefold from US$2.1 billion in 2013 to US$10.7
billion in 2014. Outflows from Western Asia declined
by 5.9% to US$38.3 billion in 2014.
The growth in South-South trade and investment
in Asia has been concentrated in manufacturing
goods. For Example, China has emerged as a hub
for the assembly of inputs produced elsewhere.26
Further, the dependence on northern markets has
reduced over the past decade, while dependence
on East Asian, particularly the newly industrialized,
economies has been increasing.

UNCTAD Global Value Chains and South-South Trade: Economic Cooperation and Integration among Developing Countries,
October 2015.
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Liberalized FDI policies have also played a significant
role in enhancing investments to and from Asia.
Several countries have liberalized the entry and
establishment conditions for foreign investors.
Most countries have relaxed restrictions on
foreign ownership limitations or opened up new
business activities to foreign investment.
Within Asia, China, India and Indonesia were among
the most active countries as regards FDI policy
liberalization.27
India’s Engagements with the South
Among developing countries, India has today emerged
as a vibrant economy fuelled by robust growth in its

international trade and investment. South-South
cooperation has been an important element of India’s
foreign policy. Apart from the Foreign Trade Policy
that is announced every five years, India has put in
place the Focus Africa, Focus LAC, Focus CIS and Act
East Policies, among others.
India’s exports to developing countries has grown
significantly in recent years. The share of developing
countries in India’s total exports rose from 54.8%
in 2004 to 65.6% in 2014, while the share of India’s
imports from developing countries to its global
imports increased significantly, from 36.3% in 2004 to
73.5% in 2014 (Table 1).

Table 1: Trend in India’s Trade with the Developing South, 2004-2014
Trends in Exports

Year

2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014

India’s
Exports to
Emerging and
  Growth (%)
Developing
Economies
(US$ bn)
41.6
34.5
55.9
34.3
70.4
25.9
87.5
24.3
112.8
28.8
107.2
-4.9
143.2
33.6
183.6
28.3
188.6
2.7
215.7
14.4
208.3
-3.4

Trends in Imports

Share in
India’s Total
Exports (%)

54.8
55.7
58.1
60.0
62.0
60.6
65.0
60.9
65.1
64.1
65.6

India’s
Imports from
Emerging and
  Growth (%)
Developing
Economies
(US$ bn)
36.0
43.8
51.2
42.3
104.1
103.5
143.8
38.1
210.5
46.4
178.4
-15.2
240.5
34.8
321.5
33.7
351.4
9.3
341.8
-2.7
337.6
-1.2

Share in
India’s Total
Imports (%)

36.3
36.3
58.4
65.8
66.7
67.0
68.7
69.5
71.9
73.3
73.5

Source: ITC Trademap, derived from UNcomtrade

India’s Investments and Developing South
In line with India’s trade direction, India’s investments,
both inflows and outflows, have been moving
southwards. An analysis of India’s investment reveals
that it has grown in terms of magnitude, geographical
spread and sectoral composition.
According to data published by the Reserve Bank of

India, developing economies accounted for nearly 60%
of India’s total FDI outflow (Figure 9). Developing Asia,
with a share of 31%, dominated India’s FDI outflow to
developing economies. Within developing Asia, some
of the major recipients for India’s investment include
China, Hong Kong, Indonesia, Malaysia, Singapore, Sri
Lanka and the United Arab Emirates (UAE). Singapore
has emerged as an offshore logistics and financial

27

UNCTAD World Investment Report 2015.
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hub for Indian corporate houses, mainly due to an
enabling environment, strong air connectivity and the
presence of a large Indian community.28
India’s FDI outflow to Africa was mainly into Mauritius,
taking advantage of the offshore financial facilities
and favourable tax conditions. Indian investors have,
however, been investing in other countries in Africa,
too. Indian investments have also been in Egypt,
Mozambique, South Africa and Sudan.

Convention. Other countries from the region investing
in India include the Seychelles and South Africa.
Investments from Asia were mainly from China, Hong
Kong, Singapore, South Korea and the UAE.
Figure 10: India’s FDI Inﬂow by Region*

Indian investments in developing America were
mainly in Bermuda, Brazil, the British Virgin Islands,
the Cayman Islands and Panama, among others.
Figure 9: India’s Approved FDI Outflow by Region*.

Note: Data are for India’s cumulative FDI equity inﬂows from April
2000 to December 2015.
* The classification of regions is based on UNCTAD’s regional
classification; “Others” include developing Oceania, transition
economies and regions not classified.
Sources: Department of Industrial Policy and Promotion, Ministry
of Commerce and Industry, Government of India; Export-Import
Bank of India analysis

Data are for India’s cumulative approved overseas direct
investments in joint ventures and wholly-owned subsidiaries
(WOS) (in terms of equity, loans and guarantees) from April 1996
to March 2016.
* The classification of regions is based on UNCTAD’s regional
classification; “Others” include developing Oceania, transition
economies and regions not classified.
Sources: Reserve Bank of India; Export-Import Bank of India analysis

India’s FDI inflow was also dominated by developing
economies, accounting for around 55% of the overall
inflows. FDI from Africa accounted for 35% of India’s
overall FDI inflow (Figure 10). Mauritius is the largest
investor in India in terms of cumulative FDI inflows,
mainly due to the Double Taxation Avoidance
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Ministry of External Affairs, Government of India.
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Enhancing South-South Cooperation: Future Impetus
The dawn of the 21st century was heralded by rapid
globalization and unprecedented global integration.
Integral to this trade expansion has been the rise
of the dynamic South and rapid expansion in trade
among developing countries. It was envisaged
that the South’s impressive growth would provide
new impetus to the sustained growth of the global
economy, and contribute to the achievement of
the Millennium Development Goals and poverty
reduction. South-South cooperation could thus work
towards a more egalitarian and sustainable society.
Global Network of Export-Import Banks and
Development Finance Institutions (G-NEXID), which
was established to primarily promote South-South

cooperation, should strive to continue to boost
bilateral and multilateral agreements of all kinds
among Export-Import (Exim) Banks and development
finance institutions (DFIs) based in developing
countries. Such cooperation is expected to reduce the
costs of trade between the world’s poorer nations,
spurring investment across borders and making
finance more readily available to new and innovative
businesses, and enabling the growth of “niche
markets”. The network will also allow developing
countries to learn from each other and share effective
practices for entering new markets, financing
nontraditional goods and services, and establishing
risk-sharing methods for investments.

by these institutions for facilitating trade, building
infrastructure and creating capacity could enhance
the capability of economies.
Towards this end, there is a need to continue to
enhance institutional cooperation to increase
trade finance and trade among trading partners; to
collaborate in knowledge sharing, skill development
and capacity enhancing activities through the
exchange and sharing of research publications,
and joint research on issues relevant to the region;
and to explore avenues for cooperation in regional
production sharing and value chains, among others.

Given the strong links between investment and
structural transformation, there is a need to
increase the financing of investments in developing
economies. Further, it is increasingly necessary to
enhance regional connectivity through cross-border
investment in infrastructure.

Conclusion
Closer trade and investment linkages among the
developing economies could thus prove to be a
mutually rewarding association. Strong economic
complementarity between the Southern economies
has essentially underpinned the rapid growth and
intensity of bilateral trade.

Role of Exim Banks and Developmental Financial
Institutions
According to McKinsey,29 more than 80% of the
demand for infrastructure investment in emerging
Asia over the next 10 years will come from energy
and transport, the sectors most critical to supporting
heightened economic activity. The recent changes in
the global environment have led to a financial credit
crunch, resulting in reduced access to finance due to
increased cost to credit. In this context, Exim Banks
and developmental financial institutions emerge
as significant players to provide access to trade
and related finance. Financing facilities provided

The rising trend in South-South trade and investment,
witnessed in recent years, is expected to continue in
the coming years, as countries of the South strive
to enhance their linkages with partner developing
countries. Creating synergy in trade and investment
relations and cooperation between countries of the
South is critical to reinforce the growth momentum of
these countries. The South’s impressive growth would
provide new impetus to sustained expansion of the
global economy, promising a win-win scenario not
only for developing countries but also for developed
economies, as the rapid increase in demand from the
South creates trading opportunities for all.

29

Naveen Tahilyani, Toshan Tamhane and Jessica Tan, Asia’s $1 trillion infrastructure opportunity, March 2011, McKinsey & Company.
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Export-Import Bank of India: Channelizing South-South Trade
Export-Import Bank of India (Exim Bank of India), since
its inception in 1982, has played a catalytic role in
augmenting India’s increasing integration with the global
economy by promoting, financing and facilitating India’s
international trade and investment, with particular
reference to the countries of the South, thereby
contributing to South-South economic cooperation.
The Global Network of Export-Import Banks and
Development Finance Institutions (G-NEXID), set up
in 2006 under the auspices of UNCTAD, with a current
membership of 25 institutions across the globe, as
well as the Asian Exim Banks Forum, set up in 1996 to
foster enhanced South-South trade and investment
cooperation, are some of the initiatives of the Exim Bank
of India in its endeavours in this direction.
Among financing programmes, the lines of credit
extended by Export-Import Bank of India to partner
development countries are earmarked for diverse
development activities, such as agricultural projects;
industrial projects; irrigation projects; construction
projects; power generation, transmission and
distribution; rural electrification; railway rehabilitation
and upgrading; road transportation; sugar industry
rehabilitation; and water supply projects, among others.
Towards infrastructure development and related
facilities, which are critical for fostering a country’s
productive capacity, Export-Import Bank of India plays
an active role in supporting Indian project exporters
to execute such developmental projects in overseas
markets, which in turn supplements the efforts of host
country governments in achieving their developmental
objectives.
Exim Bank India’s strong emphasis on increasing
project exports from India has been enhanced with the
introduction of the Buyer’s Credit under Government
of India’s National Export Insurance Account (BC-NEIA)
Programme, which provides a safe mode of nonrecourse financing option to Indian exporters and serves
as an effective market entry tool to traditional as well
as new markets in developing countries, which need
deferred credit on medium- or long-term basis.
Further, towards promoting South-South investment,
Exim Bank of India, through its Overseas Investment
Finance Programme, has supported a number of Indian
companies to invest abroad to set up manufacturing
units and to acquire overseas companies for access to
the foreign market, technology, brands and intellectual
property rights, among others. These ventures serve to
promote value addition, and also contribute to capacity
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building and capacity creation in the host countries.
In collaboration with Infrastructure Leasing & Financial
Services Ltd, the African Development Bank and the
State Bank of India, Export-Import Bank of India has set
up the Kukuza Project Development Company (KPDC) in
Africa to identify and develop infrastructure projects.
The KPDC is expected to provide specialist project
development expertise to take infrastructure projects
from the concept stage to the commissioning stage on
the African Continent.
During the BRICS Summit 2015 in Ufa, Russia, ExportImport Bank of India signed a multilateral cooperation
agreement with other member development banks
of BRICS nations, expressing their intent to cooperate
with the New Development Bank (NDB) promoted by
the BRICS nations. This agreement is aimed at setting a
broader agenda for cooperation with the NDB, guided by
existing international banking practices; the principles
of equality, mutual benefit and responsible financing;
and the existing partnership among the national
development banks of the BRICS.
Export-Import Bank of India’s experience while evolving
as a principal financial institution in a developing country
context has been found to be of particular relevance
in other countries that seek to set up institutions and
strengthen capability to create a support structure for
international trade and investment. Export-Import
Bank of India has rendered assistance to a number of
institutions in the developing world through its wellknitted advisory and consultancy services. In 2015, the
International Trade Centre, under its Supporting Indian
Trade and Investment for Africa project, awarded ExportImport Bank of India with an assignment for institution
capacity building for export credit and insurance to
enhance trade competitiveness in Rwanda. ExportImport Bank of India has also undertaken assignments
in association with the Commonwealth Secretariat,
including the Capacity Building of Export Credit Insurance
to Enhance Trade Competitiveness in Sri Lanka (Phase 1 &
2); the India Case Study: Gender Disaggregation of Access
to Finance Data Initiative and the Government’s Priority
Sector Lending Programme; and the Pre-feasibility Study
for Setting Up Commonwealth Trade and Development
Bank, among others. Other such consultancy services
by Export-Import Bank of India include consultancy for
developing the National Export Strategy of Myanmar;
the design, development and implementation of
a programme for the Nigerian Export-Import Bank
(NEXIM) to expand its exposure in film financing; and
consultancy for setting up an Exim Bank in Malaysia,
among others.

CHAPTER 6
Renewable Energy Finance: Setting Examples from
Developing Countries
United Nations Conference on Trade and Development (UNCTAD)
The Importance of Renewables in the Post 2015
On 22 April 2016, the Paris Agreement, adopted
in December 2015, was signed by 175 member
states (United Nations, 2016) of the United Nations
Framework Convention on Climate Change (UNFCCC).
Based on Sustainable Development Goal (SDG)
13, which calls on countries to take urgent action
to combat climate change and its impacts, the
Paris Agreement aims at limiting the rise of global
temperature below 2 degrees Celsius, ideally keeping
it at the 1.5-degree mark (UN Chronicle, 2015; Deep
Decarbonization Pathways Project, 2015).
Against this background, it is well known that the
usage of fossil fuels is a main factor contributing
to the rise in temperatures seen today, as their
utilization increases greenhouse gas concentrations
in the atmosphere. In other words, burning fossil fuels
plays directly against the goal of the Paris Agreement
and, most importantly, risks the livelihoods of
millions who depend on stable climatic conditions for
virtually every economic sector, in special agriculture,
biodiversity and fisheries.
As a major initiative to decrease greenhouse gas
emissions worldwide, the Institute for Sustainable
Development and International Relations and the
UN’s Sustainable Development Solutions Network
developed the so-called Deep Decarbonization
Pathways Project (DDPP), which is a global
collaboration of energy research teams charting
practical pathways to deeply reduce greenhouse
gas emissions in their own countries (DDPP, 2015).
Its main goal is to contribute to limiting the global
temperature rise to 2 degrees Celsius or below.
As proposed by Jeffrey Sachs, the director of the

Sustainable Development Solutions Network, the
three pillars to decarbonize the economy are: (1)
renewable energy, (2) low-carbon electricity supply;
and (3) energy efficiency (Sachs, 2014). Developing
and upscaling renewable energy is, however, a
delicate endeavour that needs to balance supply
(e.g. technology-push) and demand (market-pull)
strategies to achieve the cost-effective deployment
of renewables. The availability of finance is an
essential part of efforts to increase renewable
energy deployment worldwide in order to achieve
stabilization at the proposed target temperatures.
From a broad perspective, this chapter explores the
ways in which renewable energy projects are being
financed around the world, and from a South-South
perspective. Examples are given for public finance
institutions and other finance arrangements for
renewable energy, which have been making strides in
developing countries.
Financial Instruments to Promote Renewables
In addition to its role in decarbonizing the economy,
the deployment of renewable energy – in power
generation, heat and transport – is known to enhance
sustainable development by promoting economic
growth (Aspergis and Payne, 2010). Renewables are
produced through renewable energy technologies
(RETs), which include biomass, fuel cells, wind,
solar, hydropower, geothermal and ocean energy.
Solar, wind and hydropower in particular have
strong employment effects, being responsible for
approximately 9.2 million jobs in 2014 (IRENA, 2015).
By 2014, investment in renewable power and
fuels had reached US$270 billion; 164 countries
had already adopted policy targets for renewables
(REN21, 2015). Renewable energy has been the
main recipient of clean energy investment, followed
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by energy efficiency and electrical transmission and
distribution. Of all the sectors within renewables,
large hydroelectric projects have been the largest
recipients, with US$29.2 billion of investment since
2007 (Bloomberg NEF, 2013). By 2012, the world
relied on renewable sources for 13.2% of its total
primary energy supply (IEA, 2015). This figure is far
from enough to achieve temperature stabilization
Instrument
Equity Finance

Asset Finance

Subsidized Loans
Results-Based
Financing (RBF)*

Microcredit

Co-Financing

at 2 degrees Celsius, a goal that calls for 29.8% of
renewables in the world’s primary energy supply by
2040. Increasing that share requires upscaling the
usage of financial tools to facilitate the promotion and
deployment of renewables, especially in regions of
the world where their utilization is still modest. Some
of the basic financial instruments used to promote
renewables include:

Product
Capital grant, long-term equity
investment and venture capital
private equity
Cash loan against security interest
within the assets of the borrowing
institution’s balance sheet
Development bank loan/Government
subsidy
Financial incentives
Micro loan without requirements for
collateral or credit history, but often
guaranteed by peers
Single loan from more than
one lender, under the same
documentation, but lenders may
have different contractual terms

Process
Used as an attempt to reduce the overall
financial costs of renewable energy projects
(World Bank, 2012)
To finance “plant, equipment and
machinery” used in the production of RETs
(Peregrine Finance, 2015)
To reduce the capital costs of renewable
energy projects
To sponsor the delivery of pre-defined
outputs/ outcomes derived from renewable
energy projects (Grittner, 2013)
Mostly applicable to rural energy projects
(Turi, 2013), within poor villages in
developing countries and LDCs
Large-scale regional sustainable
development projects

* RBF is defined as any programme where the principal sets financial or other incentives for an agent to deliver predefined outputs or
outcomes, and rewards the achievements of these results upon verification (Musgrove, 2010)

These instruments can be used by a wide range of
actors interested in developing clean energy projects.
Financial instruments used to promote renewables
often consider two main factors. The first is the level
of risk burden taken by the institution funding the
instrument. The second relates to the extent to which
these funds are able to mobilize investments from
other sectors, be it public funding mobilizing private
investments or vice versa (World Bank, 2012). The
ideal public finance instrument in renewable energy
is therefore the one that – in the context where
implemented – carries a multiplier effect by de-risking
and unlocking even larger amounts of private capital
into projects (World Resources Institute, 2012).
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Enabling Policy Frameworks
The costs associated with renewable energy
production and utilization are much lower today than
a couple of decades ago. In some technologies, such
as large-scale wind and utility-scale solar photovoltaic
(PV) stations, the price-parity with diesel or gas-fired
electricity has already been achieved in a number of
cases (see Figure 1). However, given the heterogeneous
characteristics of different energy technologies –
which makes them imperfect substitutes – there
are price differences and specificities that prevent
market forces alone from ensuring a quick uptake of
renewables.

Figure 1: Composition of Costs for Different Renewable and Conventional Energy Technologies

Source: Adapted from Lazard (2014)

These two factors, namely the lack of full price
parity with fossil fuels and the specific technical
characteristics that make energy technologies
not fully interchangeable (e.g. intermittent solar
generation compared to steady gas-fired electricity),
are the main arguments for public intervention
in the market, which enables policy frameworks
for renewables. Public intervention to promote
renewable energy markets aims to foster technology
development (supply-side promotion) as well as
market-pull mechanisms (demand creation).
Burer and Wuestenhagen (2009) compared the
perceived effectiveness of different support
policies for renewables, both promoting supply
(technology-push) and demand (market-pull). In
their study, 58 cleantech business managers were
surveyed, inquiring specifically how effective they
considered different supply and demand support
measures for renewables to be. The results appear
in Table 1.

From the perspective of project developers, the
public policies that are most likely to help the
development and deployment of renewables are
those that facilitate large-scale demonstration and
those that de-risk private investments in technology
development (e.g. government demonstration grants
and public R&D). As concerns upscaling markets,
stable and predictable cash flows brought about by
feed-in tariffs, and the removal of distortions, such as
fossil fuel subsidies, ranked top among the market-pull
policies of most impact, according to those surveyed.
The responses make clear that finance and carefully
designed policy frameworks go hand-in-hand for the
successful deployment of renewables.
Development Banks and Exim Banks
A recent global compilation of renewable energy
investments carried out by Bloomberg New Energy
Finance (2016-1) shows asset finance30 as responsible
for the majority of investment in renewables
at present.

30

Asset finance corresponds to all money invested in renewable energy generation projects, whether from internal company balance
sheets, from debt finance or from equity finance.
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Table 1: Perceived Effectiveness of Technology-Push and Market-Pull Policies for Renewables
Perceive effectiveness of Technology-Push Policies for renewables supply
Policy intervention
Perceived effectiveness
Government Demonstration Grants
3.75
Public R&D
3.39
Investment Subsidies
3.21
Grants for SMEs
3.21
Private R&D
3.05
Tax Breaks for Entrepreneurs
2.75
Incubators
2.71
Government Investment in Private Vent
2.67
Soft Support Measures
2.33
Government Venture Capital funds
2.29
Perceived effectiveness of Market-Pull Policies for renewables demand
Policy intervention
Perceived effectiveness
Free-in tariff
4.16
Reduction of Fossil Fuel Subsidies
3.58
Technology Performance Standards
3.54
Residential & Commercial Tax Credits
3.52
Renewable Fuel Standards
3.44
CO2 Trading
3.38
Public Procurement
3.38
Production Tax Credit
3.35
CO2 Tax
3.35
Renewable Portfolio Standards
3.27
Renewable Certificate Trading
3.22
CDM, JI
3.00
Source: Adapted from Burer and Wuestenhagen (2009)

Figure 2: Total Global Investments in Renewable
Energy, 2015

* Includes venture capital, corporate R&D, private equity and
public equity. Net of reinvestments.
Source: Adapted from Bloomberg NEF (2016-1)
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From the public finance perspective, the utilization
of finance instruments by national development
banks and national import and export banks (Exim
Banks) is very important, especially when this
complements and fills the financing gaps that private
lending alone cannot fill. National development
banks and Exim Banks have another important role,
which is to develop the supply and trade capacities
of strategic sectors, one of which is often considered
to be renewable energy products (Constantini
and Mazzanti, 2012). Exim Banks, for example,
play an important role in extending credit lines to
buyers interested in renewable energy equipment
purchases, often offering more attractive interest
rates on loans than credit institutions in the

importing country (Baldwin, Burke and Dunkerley,
1992). The United States Exim Bank even has a
statutory requirement to promote the export
of goods and services related to renewable
energy resources, based on its reauthorization act
from 2002 (Congressional Research Service, 2016).

In that sense, the role public finance institutions play
is essential to facilitate the transfer of technology
and reduce greenhouse gas emissions globally. An
estimate of the percentage of the total loan portfolios
of public finance institutions that is specifically
devoted to clean energy projects can be seen in Figure 3.

Figure 3: Renewable Energy Loans as a Share of Total Loans in Selected Public Financing Institutions
and Exim Banks

Source: Authors’ estimate, based on institutional websites, yearly reports and STRATFOR. Corresponds to latest data reported, varying
from 2011 to 2015

This information shows that renewable energy is
an important sector for public finance institutions.
Even institutions whose membership consist of many
countries with considerable fossil fuel production
have shown interest in increasing such operations.
The Islamic Development Bank is one example, with
its transition policy of 2013 (ISDB, 2013).
Public finance is also used strategically by countries
to promote trade in clean energy technologies and
products. Export credit facilities are often a subunit

of national development banks, as in the case of
BNDES (Brazil) through BNDES-Exim, or the Islamic
Development Bank through its Islamic Corporation
for the Insurance of Investment and Export Credit.
Challenges
The financing of renewable energy projects involves
a variety of specific challenges, when compared to
conventional project financing. According to Roesch
(2014), these challenges may be categorized into two
perspectives: macro and micro.
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Perspective
Macro

Micro

Challenge
• Source of funds: difficulty to
acquire traditional investors
• Source of funds: uncertainty
over the reliability of new
investors
•

Uncertainty over policy
support

•
•
•

High risk
Higher development costs
Lack of bankability against
costs
Limited knowledge of the
subject

•

Example
The promotion of renewable energy projects in India
has been limited and negatively affected by the lack of
coordination among the government agencies* that are
responsible for such initiatives. This failure creates a lack of
visibility and trustability, which results in the alienation of
possible traditional investors (Sargsyan et al., 2011)
From 2013 to 2014, investment in renewables projects
decreased from US$250 billion to US$230 billion. An IEA
report states that one of the main reasons for this decrease
is the lack “of needed grid integration measures” (IEA, 2014)
The financing of Power Purchase Agreements in Pakistan
has complex bankability issues as investors have concerns
about power generators not paying their obligations, a
problem for which a clear legal structure is lacking (Ernst &
Young, 2014)

* Due to the complexity of renewables projects, different government agencies, as in India, may be in charge of particular areas of a
project, a factor that can contribute to a lack of coordination and congruency among the agencies.
Source: IRENA publication (Roesch, 2014)

Possible solutions to address these challenges may
include technical assistance to developing country
governments and project developers, incentives,
banking guarantees from trustable institutions, and
the establishment of stable regulatory frameworks
for renewables. The Power Purchase Agreements
bankability issue in Pakistan, for instance, could
be resolved by guarantees being provided by
a “creditworthy” organization to the Pakistani
Settlement Center (Ernst & Young, 2014). Regardless
of the issue, solutions should be sought by means of
cooperation among regulators, project developers
and credit institutions.
Examples from Developing Countries and SouthSouth Cooperation
Most renewable energy investments today already
take place in developing countries (Bloomberg
NEF, 2016-2). There are many examples of projects
involving developing countries that made use of
various forms of equity finance, asset finance,
subsidized or concessional loans, results-based
31

financing, microcredit and co-financing models.
Those tools can be divided into two main categories:
those suitable for large-scale projects and those best
adapted to small-scale project needs.
One example of South-South cooperation involves the
ECOWAS31 Bank for Investment and Development,
which provided a US$35 million loan to a Jatropha
biofuel project jointly implemented in Benin, Ghana,
Mali, Nigeria and Senegal (UNCTAD, 2012). A more
recent example involves the Perez-Guerrero Trust
Fund (PGTF),32 which in 2016 sponsored study tours in
China by bringing together technical experts from Asia
and Latin America to showcase attainments of small
hydropower development and green hydropower
application in river basins (UNOSSC, 2016).
Large-Scale Projects
Asset finance instruments are the biggest type of
finance for renewable energy in the world. In 2015,
investments funded by all sorts of asset finance in
renewable energy projects amounted to US$199

Economic Community of West African States.
The PGTF was established in 1983 by the United Nations General Assembly to assist developing countries of the G77 group through
economic and technical cooperation.

32
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billion globally (Bloomberg NEF, 2016-2), the largest
ones implemented on the coast of China and in the
North Sea. These included two projects from Galloper
with US$2.9 billion and US$2.3 billion respectively,
as well as China’s Longyuan Haian Jiangjiasha and
Datang & Jiangsu Binhai wind farms, with US$850
million each. The largest project on onshore wind
was developed by Nafin Mexico, a US$2.2 billion
investment (Bloomberg, 2016-2). Other significant
asset finance projects included the Noor portfolio in
Morocco (US$1.8 billion), the Klabin Ortega biomass
plant in Brazil (US$2.3 billion), and the Guris Efeler
geothermal project in Turkey (approximately US$717
million) (Bloomberg NEF, 2016-2).
An interesting example of a subcomponent of asset
finance is equity finance, which involves raising
capital through the sale of shares in an enterprise or
project. One example is GE Energy Financial Services,
which has an ongoing equity finance investment
in Anantapur and Betul, India, funding three Atria
Power wind projects (GE, 2014). Another type of
equity finance can be found in the United States,
which uses so-called tax equity finance to split the
benefits of solar electricity production between
project developers and banks. In this model, banks
supporting the installation of solar systems – often
involving components imported from developing
countries – earn government credits that can be used
to offset tax liabilities in the United States (Solomon
Energy, 2015).
Concerning public finance institutions, numerous
credit operations focus on enabling goods and services
trade, serving as a venue for technology transfer in
many regions of the world. Such operations can take
the form of North-South, South-South or triangular
financial arrangements. Examples include the US
Exim Bank approval of a US$48 million direct loan in
2012 to finance the export of equipment and services
for a biogas treatment facility in Rio de Janeiro, Brazil
(US Exim Bank, 2013). In Asia, the Exim Bank of
China cooperated with Germany on biomass power
stations using rice husk and straw residues in projects
managed by Kaidi Holding (China Exim Bank, 2014).

In domestic contexts, public funding takes the form
of subsidized loans, such as the case of the BNDES
support to advanced biofuel facilities in Brazil,
including a US$91 million loan to the Raizen group in
2013 for a cellulosic ethanol plant (Biofuels Digest,
2013; Milanez et al., 2015). Such loans act as both
co-financing and as a way to de-risk activities in this
sector, which is starting to operate at commercial
levels (UNCTAD, 2016). Similar experiences took
place in Morocco during a tendering process for
solar electricity in 2010. In that case the Moroccan
Agency for Solar Energy, supported by the World
Bank and other international finance institutions,
granted concessional low-interest loans to the project
consortium building the solar capacity (IRENA, 2013).
Small-Scale Projects
In the case of Results-Based Finance (RBF), incentives
are offered to businesses that deliver pre-established
results. An example is the Energising Development
(EnDev) programme, which is managed by the
German Development Institute and funded by the
UK Department of International Development. This
programme has a portfolio that uses results-based
renewable energy projects mostly in Sub-Saharan
Africa and South Asia, such as clean cookstoves in
Ethiopia, solar thermal in Peru, biogas projects in Viet
Nam and solar lighting in Rwanda (UK Government,
2014).
Another tool used to incentivize small businesses as
well as individual investors within the renewables
sector is so-called microcredit (microfinancing), which
is based on peer guarantees for the concession of small
loans. It is important to highlight that the practice of
microfinance often involves the empowerment of
women and village development (Kulkarni, 2011).
The GreenVillage Credit project implemented in
Yunnan province in China aimed at encouraging the
use of sustainable energy by providing villagers with
household credit for the purchase of more energyefficient appliances, as well as by providing micro
loans to facilitate activities that may create income
through the use of these upgraded sustainable energy
systems (Wisions of Sustainability, 2006).
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Conclusion
The deployment and growth of renewable energy will
doubtlessly play a major role in the post-2015 agenda,
and will be an important tool to achieve temperature
stabilization within 2 degrees Celsius compared to preindustrial levels. Higher adoption levels of renewables
will also promote structural transformation and
will likely have strong employment and economic
impacts, especially in developing countries.
Today, renewable energy investments are already
taking place mostly in developing countries, although
to a small basket of recipients (essentially the BRICS).
As projects range from large-scale concentrated
schemes, such as hydropower and wind parks, to
distributed and small-scale ventures, such as biogas
and residential solar PV, the prompt availability
of suitable financing options will be essential to
upscaling renewables to meet decarbonization goals
by 2030. Private asset finance is the key financing
instrument for large-scale projects, but public and
multilateral development banks have complemented
private funds in recent years, as the portfolios of

public banks include significant shares of loans to
clean energy projects.
One important challenge to be tackled is to increase
the availability of resources allocated to renewable
energy finance at present and in the near future. This
will require structural reforms that reduce subsidies
to fossil fuels and promote business opportunities –
which can be tapped by private finance – in renewable
energy sectors. In addition, efforts will have to be
made to increase the geographic scope of investments
going into renewables, with special attention to the
inclusion of more countries in Africa, South America
and Asia, which still lag behind in the adoption of
modern renewable energy sources. Renewable
energy finance is not only about project uptake,
but also involves interconnected issues of energy
efficiency and energy logistics and transmission.
The broader social aspects of a transition (such as
decommissioning conventional energy) also call for
finance solutions for social aspects, such as sectoral
shifts in employment, which arise from structural
change.
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CHAPTER 7
Infrastructure Challenges in Latin America
Development Bank of Latin America (CAF)
CAF Infrastructure Commitment
One of the main focuses of the Development Bank
of Latin America (CAF) has been the development
of economic infrastructure, as a key factor for the
achievement of sustainable development and
regional integration. CAF has co-financed numerous
public and private projects in the economic
infrastructure sectors: transport (all modes), power,
telecommunication, water and sanitation, and gas
transportation. In addition to those investment efforts,
in 2011 CAF published the annual Infrastructure
in the Development of Latin America (IDEAL, in
Spanish), which aims to understand the dynamics of
the infrastructure sector in the region and its links
with sustainable development.
IDEAL is based on the consideration that the level
of infrastructure of a territory is closely related
with the development of the society it serves, and
that its insufficiency constitutes a severe restriction
for competitiveness, sustainable development and
welfare improvement. For Latin America to achieve
a more relevant role in the global economy and
substantially improve the quality of life for its people,
it must develop a larger stock of infrastructure
and ensure better performance in the provision of
services.
Infrastructure
contributes
to
sustainable
development in a number of dimensions: it helps
to improve the quality of life, social inclusion and
opportunities for isolated communities while, at
the same time, it promotes economic growth and
business competitiveness, in addition to facilitating
national integration, regional interconnection,

decentralization and internal mobility. By the same
token, infrastructure contributes to the diversification
of productive capabilities through the promotion of
development and the internationalization of national
or regional businesses linked to infrastructure and its
services.
The Condition of Regional Infrastructure
Notwithstanding its relevance, infrastructure in Latin
America lags behind when compared to other regions
of the world – even with other developing and
emerging regions. Although no single “hard” indicator
can reflect the situation of all infrastructure sectors,
the available indices – like the ones estimated by the
World Economic Forum – show that Latin America´s
comparative performance is weak. The expectation
of convergence with the best performing countries
is very low; at the current rate, it would take at
least 20 years. A comparative perspective of
infrastructure (shown in Figure 1) indicates the
gap remains significant and that other regions
improve faster.
The situation is quite diverse by sector (more positive
in telecommunications, electricity, and ports, and
more negative in water and sanitation, and in various
transportation modes), by country, and even by
region within countries. A brief comment on each
sector – following an analysis made by CAF in 2014 –
illustrates the main trends.
As mentioned, it would take at least 20 years to catch
up with developed countries in stock provision and
performance. This catching up process has been
coined, bridging the infrastructure gap.
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Figure 1: the Infrastructure gap: Latin America and Caribbean and others regions

Source: CAF

Transport
a) The growth of motorization in Latin America is
emblematic: it grew 4.9% in cars and 8.3% in
motorcycles during 2013, and 6.2% and 13.2%,
respectively, in 2012.
b) Urban mobility is presenting serious problems
and is fast growing in importance in the political
agenda. People’s travel times are rising due to
motorization and urban sprawl.
Electric power
c) The demand in electricity has recently slowed; in
2013 the growth rate was 2.9% in contrast to the
average rate of about 5% in the previous three
years.
d) Two trends have a strong impact: the expansion
of nonconventional renewable energy (wind,
solar) and the use of liquefied natural gas,
particularly in power generation.
Natural gas
e) Natural gas comprises 26% of the region’s energy
matrix; this share is similar to that in OECD
countries and is above the 24% global share.
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Telecommunications
f) Fixed broadband reaches 35.4% of households.
Annual average growth was 13% between 2009
and 2013. Measured by download speed, the
quality of fixed broadband grew by 6% annually
between 2012 and 2014.
g) Mobile broadband has shown explosive growth
of 93% annually. Some countries in the region
have already exceeded, or are at a threshold
range of, a penetration rate of 50%. Average
speed increased by 25% between 2012 and 2014.
h) Of the 100 most popular websites, only 26% of
content is generated locally.
Water
i) In urban areas, where approximately 333 million
people reside (representing 56% of the total
population and 95% of municipalities), cities with
populations of between 20,000 and 200,000 are
experiencing serious infrastructure deficits and
an inferior level of service in the provision of
water and sanitation services.
j) A severe challenge the region faces is the urban
environment’s adaptation to climate change:

urban drainage, flood management and drought
management are needed.
The Main Problems to Bridge the Infrastructure Gap
IDEAL’s detailed analysis of each infrastructure
sector reveals important challenges in the areas
of coverage, quality and access, and identifies the
main cross-cutting elements to ensure growth
and the improvement of services. These elements
include financing needs, improvements in policies
and institutions, and adequate consideration of
environmental and social aspects in the planning and
execution of infrastructure projects.
a) Financing needs. The infrastructure needed to
cover the regional deficit and to allow sustained
growth amounts to approximately 5% of GDP,
to be invested in the coming years (excluding
maintenance costs), which represents an annual
investment of between US$200 billion and
US$250 billion. This level of investment is 50%
higher than at present. Neither the public nor
the public sectors alone can provide the required
resources.
b) Institutions and policies for infrastructure
development. Institutions are a key determinant
in influencing the performance of the
infrastructure sector. Examining the institutional
cycle as a process allows the identification of the
most common deficiencies in each sector:
a) Policies and plans (independent of the
funding source). The failure to align
infrastructure planning with development
objectives stands out, as well as difficulties
to coordinate policies with other areas
of government, such as environmental
management or urban development.
b) Capacity to formulate, evaluate, execute
and maintain projects, particularly those
financed with public resources. This includes
the negative effects of initiating projects
that are not sufficiently mature or the
lack of attention to maintenance, instead
concentrating attention exclusively on the
execution of new works.

c) Capacity to structure projects and coordinate
stakeholders. The capacity to articulate
and coordinate stakeholders is lacking,
in particular regarding projects that are
executed with private participation or
that require the involvement of different
jurisdictions.
d) The capacity to promote better infrastructure
use. The policies are not designed exclusively
to increase supply but are increasingly aimed
at acting on the demand side to reduce the
need for resources.
c)

Integrating environmental factors and social
actors in policies and projects. Project execution
frequently stumbles over environmental and
social issues. Abundant examples in the region
exist and the prospect of expanding infrastructure
into environmentally sensitive geographic areas
suggests that tensions will increase. The areas
responsible for supplying the infrastructure
must seriously reconsider how they conceive
development and must include sustainability
criteria into the project cycle from the beginning.
Rather than considering environmental and
social aspect as an obstacle, policies must
balance the multiple objectives and include
sustainability goals. The international agenda
surrounding climate change is especially relevant
to the infrastructure sectors and proposes both
mitigation and adaptation actions. These actions
are becoming a pressing need for countries in
the region; currently, the agenda for adaptation
is less developed than the agenda for mitigation.

A Strategic Agenda and Investment Priorities
To make progress towards the implementation of a
medium- and long-term agenda, IDEAL proposed six
key lines of action. This proposal helps countries in
the region consider the multiple elements that allow
infrastructure development to be carried out in a
systematic way.
a) Significantly
increase
investment
in
infrastructure. To achieve its goals, Latin
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America must continue increasing infrastructure
investment; investments of close to 5% of GDP
annually will be needed to cover the existing
deficit. As noted previously, this represents
annual investment levels ranging between
US$200 billion and US$250 billion. Increasing
the infrastructure will generate the need for
greater resources for maintenance, which, in
turn, will require stable and sustainable financing
modalities.
A review of public and private investments over
the last three years reveals that public levels have
reached 1.5% of GDP, while the percentage of private
investment has increased from 1.25% to 2% (see
Figure 2).
b) Frame policies and projects with a sustainable
development and territorial vision. Investments
must be implemented with a view to incorporating
productive, social and environmental aspects,
along with a territorial in addition to a sectoral
perspective. The new paradigm must not be
limited to increasing the supply of infrastructure
but must also include demand management
and promote the responsible use of associated
services.
c) Strengthen institutions in their various
dimensions. The infrastructure planning process
must be clearly established in the national
sphere, within a framework that ensures
compliance with public strategies and enables
the development of private initiatives. The
countries will need to promote the coordination
of infrastructure policies with other policies and
to facilitate coordination among jurisdictions,
considering that subnational entities will have
a growing responsibility in the provision of
infrastructure. It would be good to promote the
regional coordination of integration projects, to
continue with the efforts undertaken in South
and Central America.
d) Optimize the use of multiple financing sources
and modalities. The region will need important
funds for investment in infrastructure. Faced
with multiple sources of financing, countries
must develop their ability to manage and
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e)

f)

guide the multiplicity of resources and ensure
their optimal use in the different projects or
institutional situations. Private participation
through diverse public-private partnership
models is highly recommended; nonetheless,
the participation of public financing will continue
to be relevant in many projects that lack
commercial attractiveness. Private investment
in infrastructure has been growing in Latin
America and the Caribbean over the past five
years. Energy projects (34%, mostly for nonrenewable generation) and telecommunication
projects (24%) are the main drivers of this
growth, mostly as greenfield undertakings. CAF
has devoted particular attention to developing
knowledge into how to better attract private
funding. In 2015, Public Private Partnerships in
Latin America was published, providing a holistic
review of five regional projects and outlining
their complexities.
Promote the development of enterprises
in businesses linked to infrastructure. The
strong promotion of investment generates the
opportunity to foster the development of worldclass companies in a wide range of businesses
linked to infrastructure. Countries may offer
incentives for the development of companies
that provide services for infrastructure within
a
reasonably
competitive
environment,
encouraging the development of truly viable
enterprises that are not rent-seekers.
Promote exchanges between governments,
regions and cities. This includes permanently
monitoring best practices and developing
mechanisms for research, the exchange of
information and institutional development. The
region’s existing bilateral and multilateral fora
constitute valuable initiatives in this direction.

In addition to formulating a strategic agenda, CAF’s
IDEAL identified several areas that deserve priority
due to their relative deficiency or their direct impact
on social inclusion and quality of life. The most
outstanding are the availability and quality of water
and sanitation services, urban public transport, road

safety policies in cities and on thoroughfares, the
maintenance of roads, the expansion of broadband
and infrastructure for regional integration and
logistics.
In these key areas, special attention on logistics
is needed: the logistics performance in Latin
America and the Caribbean rates low in comparison
with other developed and developing countries,
showing a systemic gap that threatens the region’s
competitiveness. The low performance on logistics
has a major impact on costs, weighing between 16%
and 26% of the region’s GDP, while OECD countries
only account for an average of 9% of GDP. The basic
indicators to measure this gap and to identify the
multiple infrastructure components (hard and soft)
that need to be improved are insufficient. To overcome
this weakness, CAF launched the Logistics Plan for
Latin America (PERLOG), a regional programme
aimed at deepening the understanding of logistic
system weaknesses and identifying national
priorities to enhance logistics performance and
competitiveness.
Attacking the Information Gap
Although analyses of infrastructure needs are
common, databases registering investment flows are
not, and the estimates are relatively weak. National

accounts reveal important limitations to obtain
disaggregate data on investments. CAF promoted
cooperation between several regional aid institutions
to overcome this deficiency, pooling the efforts of
the Economic Commission for Latin America and
the Caribbean and the Inter-American Development
Bank to generate better estimates of infrastructure
investment. As a result, a database indicating
public and private investments on infrastructure
was generated, based on consultations with public
authorities in each country. Most Latin American
countries are included, such that estimates for 2013
and 2014 are expected to be available soon.
Data are organized by sector, indicating public
investments at the national and subnational levels;
information on private investments is taken from the
World Bank’s Private Participation in Infrastructure
database. Subnational investment proved to be the
most difficult to estimate because the data are not
centralized and there is high risk of missing national
transfers or double counting them.
Figure 2 shows investments per year and per sector
as a percentage of GDP for the 10 largest countries of
Latin America. In 2012, infrastructure investment was
equivalent to 3.35% of GDP, of which 2.14% derived
from public investment and 1.21% from private
sources.

Figure 2: Investment as a Percentage of GDP, 2008-2012
Investment as a % of GDP by infrastructure sector and year

Source: CAF
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The figure illustrates the relevance of the transport
(40%) and power (32%) sectors in the aggregated
investment, and the high participation of the private
sector in telecommunications and power investments

(wind and solar farms, hydroelectric plants). In
transportation, private participation focused on
airports, ports and toll highways. Private investment
in water and sanitation was low.

This article is based on IDEAL reports published annually since 2011 by CAF and the Logistics Plan for Latin
America (PERLOG).
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CHAPTER 8
The Central African Consensual Transport
Master Plan – PDCT-AC
Central African State Development Bank (BDEAC)
Background and Objectives
To provide the Central African region with an efficient
and reliable transport system aimed at promoting
regional integration and facilitating access to the
intra-regional and external markets, while improving
the competitiveness of products, in 2004 the heads
of state and government of the Economic Community
of Central African States (ECCAS) adopted the Central
African Consensual Transport Master Plan (PDCT-AC).
This Plan identifies the collective needs formulated
in 2003 by ECCAS’ member states in the area of
transport infrastructure development. It is also the
framework of reference for most interventions with a
focus on integration of projects/programmes.
The PDCT-AC aims to:
a) In the short term, enable movement from one
capital to another on entirely tarred roads;
b) In the medium term, put in place a subregional
consensual framework for negotiations, in order
to mobilize investments in the area of transport
infrastructure;
c) In the long term, provide the Central African
region with a reliable and low-cost transport
system (including all modes) that fosters the
free movement of people and goods. This
system would also support the development of
exchanges between countries, and therefore
economic integration.
Three major components of the PDCT-AC include:
a) Transport infrastructure;
b) Facilitation of transport and transit;
c) Geographic information system (GIS) in Central
Africa.

Organization and Bodies of the PDCT-AC
To ensure successful implementation of the PDCTAC, the heads of state and government set up a
Monitoring Committee comprising an Operational
Monitoring Committee (COS) and a Ministerial
Monitoring Committee (CMS).
The Committee is responsible for:
a) Ensuring the promotion of PDCT-AC programmes
and projects to donors in order to mobilize the
necessary resources;
b) Putting in place innovative financing mechanisms;
c) Organizing Round Tables of Donors.
State of Progress – History of Actions Undertaken
Given the number of projects identified (303) and
the amount of financial resources needed for their
implementation, a prioritization study of AC-PDCT
projects was carried out, and the Ministers of
Transport and Public Works of Central Africa adopted
the final report from the study in question at their
second conference held in Libreville (Gabon).
The prioritization study classified the projects into
three groups, presented as follows: 157 first-priority
projects, 111 second-priority projects and 35 thirdpriority projects. To achieve a first portfolio of projects
prioritized realistically, for implementation in the
medium term, the Ministers agreed on the need for a
phase-in of the first programme in successive stages.
They then adopted, in a concerted manner, the First
Priority Programme of the Central African Consensual
Transport Master Plan (PPP/PDCT-AC), comprising
55 projects: 44 road projects, 1 river project, 6 port
projects, 1 airport project and 3 railway projects.
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In the same vein, the Conference of Ministers
mandated the Central African State Development
Bank (BDEAC) to prepare documents served at the
organization of the first Round Table of Donors on
the funding of the First Priority Programme projects
(PPP/PDCT-AC). The organization of this Round Table
was jointly entrusted to the COS Institutions (BDEAC,
ECCAS, Central African Economic and Monetary
Community [CEMAC] and ECA/SRO-CA ).33
The third conference of Ministers held in Yaoundé
on 15 June 2010 declared that 24 out of the 55 PPP/
PDCT-AC projects had already been completed or
had funding that reinforced the rationale for these
projects, attested the relevance of their selection
and highlighted the efforts made by the States to
implement them.
The Ministers decided to organize the first Round
Table of Donors in June 2011, and aimed to
finance 31 First Priority Programme projects of the
Consensual Transport Master Plan. They also decided
to simultaneously update the priority projects of
the PDCT-AC to be included in the Second Priority
Programme.
The Round Table in question did not take place as a
result of the lack of information necessary to update
and finalize the project sheets.
With technical assistance funded by the African
Development Bank (AfDB) through the NEPAD
Infrastructure Project Preparation Facility (NEPADIPPF), these challenges were overcome, and a
campaign to collect information was conducted from
December 2011 to February 2012 to the countries
concerned. This assistance also enabled to build
and implement the PDCT-AC website (www.pdctac.
org), a showcase dedicated to the presentation and
promotion of the programme.
The data collected enabled the administrators to:
a) Update and finalize the PPP/PDCT-AC project
sheets;
33

b) Obtain information on the current situation of
each PPP/PDCT-AC project. This information will
serve as the basis for the selection of priority
projects to be included in the Second Priority
Programme.
The use of this information indicates that eight projects
had meanwhile been funded, thereby reducing the
portfolio to 23 projects: 15 road projects, 3 railway
projects and 5 marine projects. These 23 projects
thus constitute the files for the agenda of discussions
at the first Round Table.
To finalize the preparation of the Round Table
and ensure the best conditions for its success, a
consultation meeting of COS and AfDB experts was
held, as established by the roadmap. The meeting
enabled to finalize the documents to be submitted
to the heads of institutions of the COS before their
adoption by the CMS.
The sixth meeting of the COS and the fourth meeting
of the CMS were held from 24 to 26 September 2012
and 27 September 2012, respectively, in Kinshasa
(Democratic Republic of the Congo).
These meetings resulted in the adoption of the Round
Table’s documents and in the definition of actions to
be implemented until the first Round Table of Donors
of the PDCT-AC, which was scheduled in Tunis in
March 2013.
The Ministers also adopted the budget of the Round
Table in the amount of 700 million CFA francs (about
US$1.4 million) to be shared equitably among the 10
ECCAS member states, that is to say 70,000,000 CFA
francs, the equivalent of about US$140,000 per state.
However, due to the economic and financial situation
that prevails in the area, the PDCT-AC activities were
halted. The Round Table of Donors of the First Priority
Programme projects did not take place because
the funding required for its organization was not
mobilized.

Located in Yaounde, Cameroon, the Sub-Regional Office for Central Africa of the Economic Commission for Africa (ECA/SRO-CA covers
the following member States: Cameroon, Chad, Central African Republic, Congo, Equatorial Guinea, Gabon and Sao Tome & Principe.
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Nevertheless, for their restart, a preliminary meeting
was held on 6 January 2016 at BDEAC Headquarters in
Brazzaville, on the sidelines of ECCAS’s participation in
the supervision of the first phase of the development
project and the tarring of the Djoum Ketta Road
linking Brazzaville and Yaoundé.It was followed by
a meeting of COS experts in Yaoundé from 13 to 15
April 2016, which helped develop a roadmap for the
revitalization of PDCT-AC activities. The idea is to

implement everything to make up for the delay in
the execution of projects contained in this ambitious
programme of regional integration. The BDEAC
was mandated to carry out consultations to allow,
within a reasonable time, this Round Table to be
held to mobilize the necessary funds for the
completion of projects identified within the
framework of the programme. That is what it was
committed to achieve.
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CHAPTER 9
The Institutional Partnerships of ABREC
African Biofuels and Renewable Energy Company (ABREC)
Certain events, including the global oil crisis of 1973,
the subsequent sturdy rise in prices, the impact
on national economies in the last four decades,
observed repercussions of global climate change
due to the effects of significant greenhouse gas
(GHG) emissions, and the aftermaths of certain
nuclear accidents such as Chernobyl in the USSR
and Fukushima in Japan, indicate that humanity has
progressively entered an era in which nation states
and civil society organizations have started to question
lifestyles based on the extensible use of fossil fuels.
As a result, energy and environmental issues have
become preponderant, marked by the holding of
various international conferences on climate change,
from the Land Summit in 1992, the Kyoto Protocol
in 1997 and the recent world summit of the 21st
renewable energy Conference of Parties, the COP21,
held in Paris in November 2015. These, along with
others, are contributing to the boost in renewable
energies. The latter, both unlimited and producing
little pollution, appear indeed as the ideal alternative
to the traditional means of production, not only
based on the use of fossil fuels, whose oilfields are
very limited, but also responsible for global warming
due to greenhouse gas emissions.
On the generation and transport of electricity, modern
electric grids depend on centralized generation, since
electricity is conveyed from plants towards distant
consumption points via a mesh composed of several
voltage layers. In Sub-Saharan Africa, the network is
limited and creates problems of access to power for
all. Moreover, over two-thirds of the people live in
rural areas, with five out of six deprived of electricity.
As a matter of fact, in the regions where the grids seem
to be particularly limited, it can be worthwhile, in the
case of rural electrification and especially of areas far
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from medium tension lines, to reverse the structure,
by bringing the means of generation closer to the
consumption centres. Known as decentralization of
production, or decentralized electrification, it appears
to be well adapted in Africa.
Based on this, and in line with the current energy
and environmental stakes, as well as its capacity
building programme for energy generation and
the diversification of sources of supply through the
implementation of renewable energy projects, the
West African Economic and Monetary Union (UEMOA),
through its Regional Initiative for Sustainable Energy
(IRED), established a short-, medium- and long-term
programme.
In the same UEMOA approach, mindful of the need
to develop several renewable energy resources,
the states showed a will to conduct reforms in that
direction. Renewable energy therefore assumes an
increasingly important place, with the establishment
of agencies and structures devoted to their
development.
However and despite everything, Sub-Saharan Africa
ranks last globally in the development of renewable
energy, as a result of numerous existing obstacles
that limit recourse to such renewable energy.
Status of Power Generation with Renewable Energy
in Sub-Saharan Africa
The renewable energy observatory estimates that,
in 2012, the power generation stock in Sub-Saharan
Africa was dominated by fossil energy at 73.3%, with
renewable energy representing only 23.7% (at 102.6
TWh), and nuclear energy 3%. It should be stated that

without South Africa, electricity generation through
renewable energy sources in Africa would be 57% of
total electricity generation.
Hydro electricity generation represents 96.9% of all
electricity generation through renewable energy.
Global electricity generation production through
renewable energy sources represented 4,447.5
TWh in 2012. Electricity generation in Sub-Saharan
Africa represented only 2.3% of global generation.
At the same time, Sub-Saharan Africa had the lowest
electricity generation per person in the world:
490 kWh/person, as against 791 kWh/person for
South Asia, 6,646 kWh/person for Europe or 14,167
kWh/person for North America.
All this is in contradiction with the renewable energy
resources available on the African continent. Indeed,
Africa has the most important renewable energy
resources. Therefore, in spite of all the political will,
the bulk of renewable energy resources remain
unexploited in Africa, due to several factors that
hinder the exploitation of resources.
Obstacles to Renewable Energy
a.

Political will

In spite of all that has been said above, there is a lot to
be done. Indeed, in most African States, fossil energy
continues to be subsidized. The African Progress Panel
estimates that total annual subsidies of US$21 billion
have been paid to defaulting state departments
and for unprofitable energy consumption. The
subsidies contribute in making renewable energy
uncompetitive.
b. Lack of expertise
The continent lacks expertise. Most projects
implemented in Sub-Saharan Africa resort to more
expensive foreign expertise and less au fait with local
and sociocultural and economic realities.

c.

Absence of guarantee

The absence of major actors at the local level leaves
the space open to foreigners who are not aware
of local realities and may consider Sub-Saharan
Africa with contempt, often increasingly demanding
guarantees for the implementation of projects.
Numerous projects are blocked because the
promoters demanded sovereign guarantees from the
states before implementing them.
d. Lack of funding
The problem of funding renewable energy projects
is glaring. Indeed, the local financial system has
not adapted to the constraints and exigencies of
renewable energy projects.
Recommendations
a.

Establishment of agencies

One of the solutions to the development of renewable
energy is the establishment of organs (Agency for
the Development of Household Energy and Rural
Electrification; Agence sénégalaise d’électrification
rurale) that centralize actions required at the national
level. Such entities should also be endowed with
adequate resources to develop and carry renewable
energy projects and programmes through to a
successful end.
b. Implementation
of
national
(regulatory, legislative framework)

strategies

The institutional and regulatory framework of the
energy sector should also be adapted to favour the
development of renewable energies.
c.

Capacity building

The states should implement all the means aimed
at building the capacity of local actors. This can
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be achieved by offering adequate training in the
renewable energy sector. The staff of the organizations
responsible for the development of renewable energy
and the electricity companies need capacity building
to confront the emerging needs.
d.

Partnership for technical assistance

It is also important for specialized structures (study
firms – project evaluators) in the areas of renewable
energies be established. Such structures should
be capable of helping project promoters to design
projects better. The funding institutions should also
build partnership and technical assistance relations
with the specialized structures. This will promote
better project evaluation.
e.

It specifically aims at (i) promoting and funding
renewable energy and energy efficiency projects
in the public and private sectors, (ii) supporting the
transfer of green renewable energy technologies for
the development of renewable energy industries,
and (iii) building capacity and providing advice to
governments and the private sector to maximize the
benefit of clean energy and carbon markets.
To this end, ABREC intervenes through three subsidiary
organs: the African Renewable Energy Fund (AREF),
ABREC Capital and the African Eco-Techno Parks
Management Company (SAGEcoP).
a.

The African Renewable Energy Fund (AREF): This
is a capital-investment fund that invests in small
and medium-scale renewable energy projects in
Sub-Saharan Africa.

b.

ABREC Capital: Based in London, it is the
management company of the African Green
Development Fund; it positions itself on the
market with small to medium-sized enterprises
(SMEs) and small and medium industries (SMIs)
in the area of renewable energies.

c.

The African Eco-Techno Parks Management
Company (SAGEcoP): It was set up by ABREC to
develop and manage eco-techno parks in SubSaharan Africa. An eco-techno park is an industrial
technological park, designed and managed
in accordance with ecological principles. It is
devoted to businesses working in the innovative
sectors of clean and renewable energy.

Local production of equipment through the
transfer of technologies

The bulk of equipment used in projects in SubSaharan Africa is imported. This contributes to
the increased cost of projects there. In addition,
some of the equipment is not adapted to the local
environment. The development of renewable energy
will also require development of local industries.
ABREC Overview
Faced with an energy deficit and the negative
consequences of climate change observed in most
Sub-Saharan countries, the African Biofuel and
Renewable Energy Company (ABREC) purposefully
positioned itself in the area of renewable energies.
ABREC is an international organization based in
Lomé. Its capital is held by 15 shareholding states
(Benin, Burkina Faso, Cape Verde, Chad, Côte
d’Ivoire, The Gambia, Ghana, Guinea, Guinea-Bissau,
Mali, Niger, Nigeria, Senegal, Sierra Leone and Togo)
and six financial institutions (the ECOWAS Bank
for Investment and Development [EBID], the West
African Development Bank, Ecobank, the Fonds
Africain de Garantie et de Coopération Economique
[FAGACE], the International Energy Insurance (IEI)
and the Nigerian Export-Import Bank [NEXIM]).
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ABREC is also working on other funding mechanisms
seeking the development of renewable energy in
Africa, namely:
a.

The Regional Access to Sustainable Energy
Facility: It was initiated in partnership with
the UEMOA Commission with the objective of
promoting private investments in renewable
energy based generation projects injected into
the grid.

b.

Ethi Carbon: It is a supportive carbon initiative
created in partnership with the ENERGIES 2050
association.

As an international organization, ABREC intervenes
in operational plans both at the regional and state
levels.
At the regional level, UEMOA and ABREC signed a
Delegated Project Management convention on 2 May
2013 to conduct feasibility studies, the supply and
installation of solar equipment and low consumption
bulbs in the Union’s member states under the Regional
Renewable Energy and Energy Efficiency Programme.
The programme’s implementation gave over 3 million
people access to energy and potable water between
2013 and 2015.

At the state level, ABREC supports shareholding
countries in the implementation of specific renewable
energy projects. In Togo, 13,000 solar lamps were
installed; in Benin 15,000 lamps and 105 solar miniplants are under construction. Negotiations are
under way with other states to implement renewable
energy projects.
ABREC’s strategic position in the area of renewable
energy in Africa makes it a preferred partner for the
funding mechanisms of the Multilateral Environmental
Agreements, notably the Global Environment Funds
and the Green Climate Fund to which it is accredited
as observer.
Contacts: infos@saber-abrec.org /
www.saber-abrec.org
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CHAPTER 10
BNDES-Exim Credit Lines and Partnerships for Facilitating the
Participation of Brazilian Companies in International Markets
Brazilian Development Bank (BNDES)
The Brazilian Development Bank (BNDES), a whollyowned federal government bank, is the main
financing agent for development in Brazil. Since its
founding in 1952, BNDES has played a fundamental
role in stimulating the expansion of industry and
infrastructure in the country. Over the course of
the bank’s history, its operations have evolved in
accordance with Brazilian socio-economic challenges;
they now include support for exports, technological
innovation, sustainable social and environmental
development and the modernization of public
administration.
The bank has a Social and environmental responsibility
policy, which establishes principles and guidelines for
developing and implementing sustainable policies
and practices in all its activities as well as in its
relationships with its various stakeholders.
The bank also offers several financial support
mechanisms to Brazilian companies of all sizes as
well as public administration entities, enabling
investments in all economic sectors. In any
supported undertaking, from the analysis phase up
to monitoring, BNDES emphasizes three factors due
to intrinsic strategic value: innovation, the mitigation
of regional imbalances and socio-environmental
development.
By the end of the 1990s, BNDES intensified its efforts
to take on roles and duties that surpass the borders
of Brazil, in compliance with the country’s increasing
international insertion. At that time, BNDES’ scope of
financial support for exports was enlarged to include
new facilities, alternative types of guarantees and
more eligible products.
In fact, the bank’s connection with the globalized
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market has existed since the very beginning of its
history. It pays full attention to exports in Brazil by
fostering the production and the sales of locallyproduced goods earmarked for foreign trade. In
addition, BNDES also supports the internationalization
of Brazilian companies, aiming at increasing their
competitiveness which, in turn, propels the global
economy.
BNDES has other relations with the global market,
for example, with multilateral organizations and
development finance institutions, through which the
Bank raises funds and finances projects of common
interest. BNDES has also consolidated its funding with
the international market by issuing corporate bonds.
In this regard, BNDES aims to consolidate the strength
and competitiveness of the Brazilian economy within
a fully interconnected world, where sustaining
Brazilian development involves an integrated view in
a global context.
Export Credit Division
Supporting competitive Brazilian companies in the
international market is a primary objective of the
Brazilian government. Since 1990, BNDES has been
part of successful efforts to maintaining a marketbased, competitive environment for Brazilian
exporters. Financing through BNDES-Exim credit
lines aims to strengthen the industry and create
jobs, income and foreign reserves in Brazil. In fact,
BNDES-Exim provides Brazilian producers of goods
and services with an important source of financing
for trade with the rest of the world.
Among BNDES-Exim’s efforts, the increasing support
of Brazilian companies trading in South America and
Africa has been emphasized, in response to their

strategy to strengthen commercial and financial
ties across these regions, where Brazil’s exports of
manufactured goods and engineering services are
strongly competitive. This priority is reflected in the
bank’s appointment of teams specifically for issues
involving Latin America, the Caribbean and Africa.
The goal to support the development of a more
dynamic export sector, integrated with the global
market, also meets the objective of strengthening
the domestic market, which operates as a powerful
instrument for Brazilian companies to increase
productivity and improve the quality of their goods
and services.
The role of BNDES in providing support for exports
is similar to that of institutions in other countries,
called export credit agencies, which are empowered
by their governments to provide official support by
means of financing, insurance and guarantees. In
principle, the mission of BNDES-Exim is to ensure that
Brazilian exporters receive support compatible with
the existing international financial market, at par with
the terms and conditions offered by competitors. The
bank’s efforts are towards levelling the playing field
to enable Brazilian companies to compete in foreign
markets under similar conditions to companies in
other countries, which receive support from their
credit agencies.
Internationalization of Companies
Brazilian companies reached such a level of
competitiveness that their recognition stretches
beyond Brazil’s borders. The goods manufactured and
the services rendered by Brazilian companies have
gained increasing international respect.
In addition to the financial support for exports of
Brazilian products, BNDES assists in the international
expansion of companies by identifying opportunities
and guiding the structuring of organizations’ projects
outside Brazil. Today, the bank has an investment
holding company in London, UK, BNDES Plc, an office
in Montevideo, Uruguay, considered the capital of the
Mercosur trade bloc, and an office in Johannesburg,
South Africa, known as BNDES Africa.

BNDES also has a specific credit line for foreign direct
investments carried out by Brazilian multinationals.
The purpose is to encourage and strengthen
companies in the international market by supporting
overseas investments or projects.
BNDES-Exim’s Credit Lines
To fulfil the demands of Brazilian exporters, BNDES has
created credit lines, offering competitive conditions
for the export of goods and services in two different
categories:
• Pre-shipment:
finances
the
production
of internationally competitive companies
established under Brazilian law;
• Post-shipment: finances the trade of goods and
services abroad by refinancing the exporter,
or through the buyer’s credit category, in
accordance with international standards.
Financing production (pre-shipment) provides
resources under terms appropriate to the production
cycle of companies that will be exporting. It is
represented as working capital that the exporter
will use to purchase raw materials and hire
labour to produce the export goods. Financing
commercialization (post-shipment) enables the
company to finance its importer and receive the
resources in cash, after export is attested. This support
allows the company to be more competitive at an
international level, with longer terms of payment,
without burdening its financial structure.
To support trade finance, BNDES always disburses
financing in Brazilian reals in Brazil to the exporter’s
account and upon previous proof of the export.
Financing operations may be directly contracted at
BNDES and/or the accredited financing institutions,
such as commercial banks, development banks and
investment banks, which operate as on-lenders of the
bank’s resources.
BNDES usually requires guaranties and adequate
collateral in all contracted loans. As a consequence,
delinquency rates experienced by BNDES remain
at very low levels. The acceptable guarantee
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instruments are the same as those offered by export
credit agencies to facilitate access to export credit.
For instance, a transaction may include international
bank guarantees or export credit insurance covering
the commercial, political and extraordinary risks
involved. In Brazil, this instrument is operated by
private insurance companies in the short term and
by the federal government in the medium and long
term.

be financed. The pricing considers, basically, the
importer’s country, the nature of the risk (commercial,
political and extraordinary), the maturity of the
transaction and the debtor’s financial standing.

For transactions where the repayment term is over
two years, the federal government guarantee is
formalized by an Export Credit Insurance Coverage
Guarantee Certificate that can cover commercial,
political and extraordinary risks. The coverage price
(“premium”) is calculated based on the principal to

Tables 1, 2 and 3 show Brazilian exports per segment
of capital goods and parts, as well as the values
exported in the support operations for exports,
following the same segmentation. It can be seen that,
on average, BNDES financed 17% of Brazilian exports
of capital goods and parts in the last eight years.

Higher value-added and technology-intensive
industries, such as aircraft and capital goods
manufacturing, and engineering and construction,
have been the main focus for BNDES.

Table 1: Brazilian Export of Capital Goods per Selected Segment, 2007-2014 (in current US$ million)
Total Exports
Industrial or energy generation
machinery
Road or farming machinery
Buses, trucks, parts and
components
Other transport equipment
Other capital goods
Total

2007

2008

2009

2010

2011

2012

2013

2014

5,712

6,612

5,515

5,858

7,002

7,949

6,813

6,684

3,080

3,837

1,648

2,874

3,961

3,772

3,394

3,342

12,868

14,167

8,189

12,295 15,057

13,948

13,190

10,798

5,589
3,752
31,000

6,359
4,018
34,994

4,855
3,164
23,371

5,339 5,127
2,548 2,551
28,914 33,697

5,832
2,429
33,930

5,989
2,261
31,648

6,165
2,480
29,470

Source: BNDES Effectiveness Report, 2007-2014

Table 2: Export of Capital Goods Receiving Support per Selected Segment, 2007-2014 (in current US$ million)
Supported exports
Industrial or energy generation
machinery
Road or farming machinery
Buses, trucks, parts and
components
Other transport equipment
Other capital goods
Total

2007

2008

2009

2010

2011

2012

2013

2014

313

697

1,370

1,324

1,165

670

1,294

742

349

365

541

480

505

430

623

255

1,202

2,206

3,071

2,732

2,082

1,737

3,052

1,333

640
271
2,776

1,212
298
4,778

1,128
327
6,437

1,786
464
6,786

1,325
39
5,117

823
294
3,953

1,334
142
6,445

1,188
29
3,546

Source: BNDES Effectiveness Report, 2007-2014
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Table 3: BNDES-Exim Support Share in Exports of Capital Goods per Selected Segment,
2007-2014 (in %)
Supported/Total
Industrial or energy
generation machinery
Road or farming machinery
Buses, trucks, parts and
components
Other transport equipment
Other capital goods
Total

2007

2008

2009

2010

2011

2012

2013

2014

5.5%

10.5%

24.8%

22.6%

16.6%

8.4%

19.0%

11.1%

11.3%

9.5%

32.8%

16.7%

12.8%

11.4%

18.4%

7.6%

9.3%

15.6%

37.5%

22.2%

13.8%

12.5%

23.1%

12.3%

11.5%
7.2%
9.0%

19.1%
7.4%
13.7%

23.2%
10.3%
27.5%

33.4%
18.2%
23.5%

25.9%
1.5%
15.2%

14.1%
12.1%
11.7%

22.3%
6.3%
20.4%

19.3%
1.2%
12.0%

Source: BNDES Effectiveness Report, 2007-2014

The variation over the years illustrates the anti-cyclic
role of the bank’s support for exports. When there was
a private credit crunch and a subsequent recovery in
Brazilian exports, the bank’s participation increased,
as seen in 2009 and 2010. During the worst period
for foreign trade during the world economic crisis,

participation reached 28%, after which it bounced
back to historical averages.
In exports of engineering and construction services,
the participation of BNDES-Exim in financing is similar
to that for capital goods.

Table 4: Participation of BNDES-Exim in Engineering and Construction Services 2007-2013
(in current US$ million)
INDICATOR
Brazilian exports (A)
Exports receiving support from the
BNDES (B)
BNDES’ participation (B/A)

2007
4,871

2008
5,787

2009
5,824

2010
5,916

2011
7,737

2012
9,267

2013
8,534

595

1,043

1,432

865

1,580

1,587

1,434

12.2%

18.0%

24.6%

14.6%

20.4%

17.1%

16.8%

Source: BNDES Effectiveness Report, 2007-2014

According to Table 4, the values in exports receiving
support every year correspond to approximately 17%
of the country’s total exports in the segment. The
bank’s low participation is due to the ineligibility of
a part of exports of goods and services in supported
projects. Additionally, certain projects by Brazilian
contractors do not receive support from BNDES.
Although exporting engineering as well as heavy
construction services is internationally concentrated
in just a few construction companies, it drives an
extensive network of goods and service suppliers,
mainly small and medium-sized companies with
important technological content, whose access to
the foreign market is increased by means of such
operations. Therefore, support for this segment

creates an important distribution channel for exports
from Brazilian suppliers, besides requiring national
skilled labour to implement financed investments.
The following segments stood out among the goods
exported in the period: iron and steel items, mainly
pipes to build gas pipelines and water supply lines,
hydraulic pumps, turbines and desalination systems,
in addition to automotive vehicles, mainly trucks.
The most prevailing services are engineering projects
and feasibility studies, warehousing, transport and
insurance, among others.
In the aircraft segment, it is also possible to
establish a comparison using traded units, with and
without support. Table 5 shows that BNDES plays an
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important role in the sector. However, the variations
in participation do not mean that there is a gap in the

support capacity, but that the market also relies on
private sources of financing in the segment.

Table 5: Participation of BNDES-Exim in Commercial Aircraft Exported by
Embraer, 2007-2014 (in units)
INDICATOR
Delivery of commercial
aircraft (A)
Aircraft receiving support
from BNDES credit (B)
BNDES’ participation (B/A)

2007
133

2008
162

2009
122

2010
100

2011
105

2012
106

2013
90

2014
92

0

23

32

48

36

22

35

43

0.0%

14.2%

26.2%

48.0%

34.3%

20.8%

38.9%

46.7%

Source: BNDES Effectiveness Report, 2007-2014

In view of the above, an analysis of disbursements
shows the relevance of aircraft, engineering and
construction services, and capital goods among
industries being supported. On the other hand,
concerning the financing structures used, the
partnership with banks abroad has been an
outstanding and useful mechanism to promote
Brazilian exports in various markets.
Indeed, BNDES has a long and successful experience
of supporting machinery and equipment trade
through its network of financial agents in the
domestic market. In the same vein, BNDES-Exim’s
automatic facility aims to give greater operational
agility to financing Brazilian exports of machinery and
equipment and other items of higher added value,
by granting lines of credit to foreign banks. With this
facility, BNDES intends to consolidate its partnerships
with accredited banks in Latin America, Africa and
other emerging markets, thus creating a network
of foreign financial institutions to support Brazilian
exports.
The Partnership between BNDES-Exim and
International Banks in the Context of the SouthSouth Alliance
The development of the BNDES-Exim automatic credit
line and the partnership with banks abroad reflect the
search for innovative financial solutions to support
Brazilian exports. The BNDES-Exim automatic credit
line also seeks to expand and diversify the portfolio
of exporters and the destination of exports.
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As of 2010, driven by the demands of exporters, the
Export Credit Division developed the BNDES-Exim
automatic credit line to support the commercialization
of Brazilian goods through a partnership with
banks located abroad, mainly in Latin America
and Africa.
The development of this credit line was inspired
by successful banking partnerships to support
foreign trade, as well as the partnership model with
commercial banks in Brazil.
Partnerships with banks located abroad began with
the Mercosur countries and later with other countries
in Latin America, and Africa, as indicated in Figure 1.
Currently, the network consists of 65 banks, located
in 15 countries in Latin America and five countries in
Africa, to which approximately US$1.3 billion in credit
has been made available.
The geographical range and diversity of partner banks
have been achieved with the internal cooperation
of different divisions, such as the Export Credit,
International and Credit Divisions. This cooperation
contributed to the success of the initiatives
with banks and importers abroad, but also to the
risk analysis of such countries and banks. Because
the partner banks are located mainly in Latin
America and Africa, important destinations for
Brazilian exports, the initiatives relied on the
support of the country offices of BNDES on both
continents.

Figure 1: BNDES-Exim Footprint in Latin America and Africa

The implementation of the BNDES-Exim automatic
credit line went through a pilot phase, when BNDES
simplified operational procedures, defined a new

pricing policy for country risk and analysed the
legislation of Latin American and African countries, as
shown in Figure 2.

Figure 2: Operational Structure of the Letters of Credit Discount

Source: BNDES
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The operational structure of the letters of credit
discount consists of the following steps: (1) after
opening a credit line for the bank located abroad, the
Export Credit Division of BNDES approves a financing
transaction; (2) the importer contacts its relationship
bank to request BNDES financing; (3) the foreign bank
issues a letter of credit under the terms of BNDES;
(4) upon receiving the letter of credit, the exporter
ships the goods to the importer and presents the
export documents to the agent bank to comply
with the requirements of the letter of credit; (5) if
this is a conforming presentation, BNDES makes a
disbursement to the exporter in Brazil in local currency.
Through this funding, therefore, the exporter is able
to sell abroad without the risk of the importer. BNDES
will receive on the due dates outlined in the letter of
credit from the bank located abroad and this bank, in
turn, will receive from its customer, the importer.
The results achieved by the BNDES-Exim automatic
credit line demonstrate its effectiveness in providing
a useful instrument to support Brazilian foreign trade.
In a few years, the BNDES-Exim automatic credit
line made long-term financing available for exports,
especially in the segments of agricultural machinery
and implements, buses, trucks, telecommunications
equipment, construction machinery and machine
tools. In terms of supported Brazilian exporting
companies, in addition to large enterprises, small and
medium-sized enterprises now account for 20% of the
portfolio of operations. As for the target countries, 14
countries located in Latin America and Africa have
been contemplated.
The partnerships between BNDES and banks located
abroad have offered a range of opportunities for
financial cooperation, from business generation
through the BNDES-Exim automatic credit line, to risk
sharing possibilities, thus contributing to increased
trade with developing countries.
Closing Remarks
The international presence of Brazilian companies in
international markets fosters competition and their
repositioning in the world, encourages transactions
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with trade partners, and contributes to domestic and
global development. In connection with this, BNDESExim’s support to Brazilian export companies by
offering financial instruments for fair and successful
undertakings represents a significant contribution to
achieving long-term sustainable development.
BNDES offers financing conditions to the Brazilian
exporters according to international standards,
more specifically, aircraft and capital goods, with
high value and technological content, as well as
engineering and construction services. But to create
truly effective actions, improvements must still be
made: (i) acquiring deep knowledge of the various
target markets; (ii) improving risk assessment tools
and methodologies; (iii) setting appropriate policies
to mobilize the necessary resources; and (iv) creating
new possibilities of financial guarantees and risk
mitigation mechanisms. In fact, banking practices
to support foreign sales of such products require
appropriate risk mitigation mechanisms and financing
structures to address the risks involved, especially
concerning commercial and political risk in different
jurisdictions.
In this context, BNDES has developed intense
cooperation with financial institutions operating in
emerging markets at different levels: international
agencies, export credit agencies, multilateral banks,
regional development banks and commercial banks.
The basic premise is to reconcile interests, combine
forces and march together towards a mutually
beneficial outcome.
As part of its partnership strategy, BNDES has recently
joined the Global Network of Export-Import Banks
and Development Finance Institutions (G-NEXID),
a network of 25 other institutions established as a
platform to boost South-South trade and investment
relations, especially among the network’s member
countries. The bank’s prime objective is to strengthen
the relationship with different partners, and to
establish a framework of skills transfer, knowledge
sharing and cooperation on projects of mutual
interest, doing it either bilaterally or multilaterally in
a coordinated way.

CHAPTER 11
EximBank Romania and G-NEXID: A Lasting Partnership
for Export Development
Export-Import Bank of Romania (EximBank Romania)
Romania Overview
Over the last few decades, Romania has made
considerable progress in developing the institutions
necessary to sustain a viable market economy. The
country has a stable macroeconomic situation, and
low inflation and external deficits, with strong and
stable economic growth, fuelled by fiscal relaxation
and by improvements in the labour market.
In 2015, Romania had one of the highest growth
rates in the European Union (EU) – 3.7% – driven
primarily by domestic demand. As a member state of
the EU, the country is fully committed to the Europe
2020 targets, in terms of employment, research and
development, energy and climate change, education
and social measures. Still, the local economy is facing
challenges in terms of reaching its objectives, derived
from the uncertainty in the eurozone, export markets
and the absorption of EU funds.

local entrepreneurs are targeted with instruments
that facilitate access to financing and stimulate
the development of specific industries, boosting
investments and employment and thus leading to the
increased competitiveness of companies and greater
overall resilience and responsiveness to the actual
challenges of the international markets.
Cooperation between EximBank Romania and
G-NEXID
The Export-Import Bank of Romania (EximBank
Romania) was established as an export agency in
1992, expanding its scope over the years, to attain the
top position among Romanian banks in terms of solid
business profit generation, asset structure and high
solvency rate.

International commercial activity and the financing
of commerce continue to recover from the financial
turmoil in 2008-2010, but the impact on exporters
and the economic consequences on the local business
environment are still incompletely estimated. The
banks are implementing highly prudential approaches,
especially affecting the export sector and small to
medium-sized enterprises (SMEs).

For nearly 25 years, the bank has been supporting
and promoting the Romanian business environment
by offering local companies specific instruments of
financing, guaranteeing and insurance. Over the
last three years, EximBank Romania has increased
its support for the Romanian economy, while
implementing a modernizing process that has
focused on redefining and increasing the efficiency
of operational flows, significantly improving the
products and services portfolio, and expanding the
national network.

The Government of Romanian has announced its
intention to improve the economic conditions of
the country; a key measure is the promotion and
diversification of exports and foreign investments
in Romania, within the framework of the slight
growth of the European economies that are the
main targets for Romanian exports. Also, SMEs and

At present, the bank has a business architecture that
enables it to act exclusively in the corporate segment,
both as a commercial bank and as the Romanian state
agent for guarantees and insurance policies using state
funds. Thus, EximBank Romania is the main channel
that directs public funds made available by the state
for the real economy, contributing to the growth of
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local companies’ competitiveness, whether SMEs,
big companies or exporters. As a highly specialized
institution, EximBank Romania uses its specific range
of products to support the local companies involved
in projects pertaining to the key economic sectors,
particularly those contributing to the absorption of
EU funds.
Highly responsive to Romanian business environment
needs, the bank has become deeply involved in
encouraging Romanian companies to approach
new markets to fill the gap left by the slowdown in
traditional export targets and also to stimulate foreign
investments in Romania by emphasizing its strengths
to interested parties.
In line with these two strategic directions, EximBank
Romania has extended its cooperation agreements
with the relevant institutions that can support its
efforts directed towards Romanian entrepreneurs.
G-NEXID membership added value to EximBank
Romania’s expertise and allowed the bank to
efficiently advise its customers in terms of initiating
business relationships in the areas covered by the
organization. Thus, also taking into consideration
analyses from international bodies (International
Monetary Fund, World Bank), EximBank Romania
encouraged its clients to approach new areas in
Africa, Asia, the Middle East and Latin America, and
designed its product portfolio in close collaboration
with these markets’ specifics.
For instance, building on the previous presence of
Romanian expertise in important industrial projects
developed in Africa, including civil construction sites
(in Algeria, Ghana, Libya, Morocco, Nigeria), mining
and oil exploitation (in Burundi, Kenya, Nigeria,
Senegal, Zambia), agriculture (in Central Africa, Libya,
Mozambique), water drilling (in Morocco, Tunisia,
Zambia), and infrastructure (Morocco, Mozambique,
Nigeria, Senegal), as well as on the fast growing
capacity of African economies, EximBank Romania
has encouraged local companies to explore this vast
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potential and has prepared the necessary instruments
to endorse such initiatives by signing cooperation
agreements with IDB Capital Limited Kenya and the
Nigerian Export-Import Bank.
The bank also offers insurance products for the
commercial or investment activity of Romanian
companies willing to become active in this region,
thus contributing to the development of a durable
partnership between Romanian and African
companies that will support the sustainable
development of both parties.
Also, in terms of increasing the competitive level of
the Romanian economy, the investment sector has
been an important instrument in supporting local
employment policies and the need to perform at
higher value-added standards.
In this respect, EximBank Romania has focused its
efforts on long-term partnerships with countries
that have succeeded in building strong, sustainable
business models and that are of high interest for
emerging economies. A sample of best practice in this
area comes from the exploration of the favourable
context and the huge development potential of
economic relationships between Romania and China.
EximBank Romania has concluded several framework
agreements with the Exim Bank of China, the China
Export and Credit Insurance Corporation (Sinosure)
and the China Development Bank that allowed for
a transparent communication channel for Romanian
and Chinese companies willing to initiate business
relationships and also for the identification of
complex financial solutions for the projects usually
implemented as public-private partnerships.
Always in search of efficient ways of addressing the
challenges of markets with high risks but also high
profits, in 2014 EximBank Romania initiated the
process of establishing the Romanian Association
of Exporters (AREX) that currently brings together
more than 100 top Romanian exporters and aims
at supporting the efforts of the national community
of exporters to reach new geographies for their

businesses. On this note, G-NEXID’s continuous
actions to foster dialogue and share valuable
experiences and ideas are both a best practice sample
and a solid instrument for increasing the impact of
AREX initiatives on the international markets.
EximBank Romania continually acts in line with its
mission to support Romanian companies active in
international transactions. It directs its expertise
into improving its positive intervention in the local
economy by exercising its function as a business

dialogue facilitator between the national environment
and significant international counterparties.
G-NEXID’s long experience in foreign markets and the
wide range of opportunities offered by its members
are considered by EximBank Romania to be some
of the most important instruments to identify the
best cooperation methods and the most profitable
projects for the stable and sustainable development
of all the parties involved.
Contact: www.eximbank.ro
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CHAPTER 12
PTA Bank Promoting South-south Cooperation
Eastern and Southern African Trade and Development Bank (PTA Bank)
The Eastern and Southern African Trade and
Development Bank, also known as PTA Bank, was
established by Charter on 6 November 1985,
pursuant to the provisions of Chapter 9 of the
treaty establishing the preferential trade area (the
PTA) for eastern and southern African states. The
PTA has since been transformed into the Common
Market for Eastern and Southern Africa (COMESA),
which is a regional economic integration bloc whose
membership currently includes the northern African
states of Libya and Egypt.
The bank has been consolidating its role as the
premier financial institution in the region, offering
diversified financial instruments in trade, fund
management and projects, with increased emphasis
on infrastructure financing. In line with this objective,
the bank has financed a number of projects in the
renewable energy sector, sea ports and airports in
the region. Under its five-year Corporate Plan 20132017, the bank has repositioned itself as the leading
and preferred development finance institution of the
wider eastern, central and southern African region,
in alignment with the tripartite agreement between
the regional economic communities of COMESA,
the Southern African Development Community
(SADC) and the East African Community (EAC),
including most of the Intergovernmental Authority on
Development and Indian Ocean countries. The bank
has its headquarters in Bujumbura (Burundi) and
regional hubs in Nairobi (Kenya), Harare (Zimbabwe)
and Ebene (Mauritius).
The bank membership includes 19 regional member
states, with Belarus and China as non-regional
members and the African Development Bank,
National Pension Fund of Mauritius, Mauritian Eagle
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Insurance, Africa Reinsurance, PTA Reinsurance,
Banco Nacional de Investimento, Rwanda Social
Security Board, Uganda National Social Security
Fund, Seychelles Pension Fund and SACOS Group as
institutional investors.
The bank’s vision is to become a world-class financial
institution, advancing the economic development,
integration and prosperity of the eastern and southern
African region and being at the forefront of extending
development capital and services to advance regional
growth and integration through customer focused
and innovative financing instruments.
PTA Bank has made elaborate efforts to increase its
cooperation frameworks with G-NEXID members
through various interventions, such as equity
participation and lines of credit. In the last five years,
the bank has created new relationships that have been
aimed at promoting South-South activities by signing
memoranda of understanding, lines of credit, equity
participation and corporate social responsibility
activities with various institutions.
In recent years, trade relations between Asia and
Africa have strengthened and significantly contributed
to economic growth in PTA Bank member states. The
bank has played a key role in facilitating Asia-Africa
trade and intends to increase its support in that area.
With strong performance and growing credibility,
the bank has entered into a series of new funding
relationships with major development finance
institutions.
PTA Bank has established and grown correspondent
banking relationships with financial institutions,
notably in Egypt, Mauritius and South Africa, and

beyond Africa in China and the United Arab Emirates.
The bank has existing relationships with G-NEXID
members, such as the Exim Bank of India, China
Development Bank (CDB), Exim Bank of China,
Afreximbank, Development Bank of Southern Africa
and BNDES. PTA Bank has secured from Exim Bank of
India a US$65 million credit line. The facility was to
import equipment and other material destined for
the bank’s 19 member countries in the eastern and
southern African region.
Relations with CDB date back to 2007 when the two
banks signed a loan agreement for US$50 million.
In addition CDB has signed framework agreements
with the bank for a total of US$150 million. These
have been used to finance small and medium-sized
enterprises (SMEs) in PTA Bank’s member states. This
reflects growing confidence in the bank and a growing
partnership between the two development finance
institutions. This line of credit is the third and largest
line that CDB has granted PTA Bank. The cooperation
took place in the context of the resolutions of the Forum
on China-Africa Cooperation, where the Government
of China committed to promote the development of
the region and economic development.
PTA Bank enjoys a growing cooperation with Exim
Bank of China through the signing of a memorandum
of understanding and their participation in the
upcoming syndicated loan as a mandated lead
arranger. A new partnership with the Industrial
Development Corporation undoubtedly propelled the
bank’s relationships with South African corporates
to greater heights and increased the promotion of
trade and investments within the COMESA/EAC/
SADC Tripartite framework. The Development Bank
of Southern Africa has also provided the bank with a
US$95 million line of credit.
The bank has a strong partnership with Afreximbank,
having developed both shareholding and funding
relationships. PTA Bank has invested in Afreximbank
in Class B shares and Afreximbank has provided the
bank with a short-term facility of €90 million. The bank
is partnering with Afreximbank and the Development

Bank of the Republic of Belarus to finance various
trade flows in mining equipment.
PTA Bank has also engaged in South-South cooperation
with non G-NEXID members, such as the Arab Bank
for Economic Development in Africa (BADEA), the
Japan International Cooperation Agency (JICA) and
the Africa Finance Corporation (AFC). BADEA signed
its first line of credit agreement worth US$40 million
with PTA Bank. This credit facility will enable the
bank to finance imports of goods and commodities
from Arab countries to eligible PTA member states to
promote trade between the Arab region and Africa,
and strengthen Afro-Arab cooperation. A second line
of credit was also recently concluded.
PTA Bank has an agreement with JICA to encourage
collaboration in the identification of projects in
areas such as economic and social infrastructure
development, private sector development and
poverty reduction. It will facilitate joint assistance,
including, for example, technical assistance on
development projects and collaboration in capacity
building of each organization. As such, there is a
growing community of interest with JICA and other
South-South cooperation in advancing development
in eastern and southern Africa, particularly in the
areas of capacity building for infrastructure and
enterprise development. The AFC and PTA Bank are
also co-financing and funding partners.
Through giving back to the community, the bank
engages in South-South corporate social responsibility,
which is a key initiative that is ingrained in the
bank’s operations to provide proactive solutions in
addressing societal and environmental challenges in
the region. PTA Bank has funded initiatives in the micro
and SME sector addressing women empowerment
programmes, market access for traders, community
based rehabilitation programmes, and environmental
challenges that face the region, such as the Ebola
pandemic. The bank will continue to promote SouthSouth cooperation through G-NEXID and build new
relationships to advance trade and development in
the region.
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Export-Import Bank of India
Export-Import Bank of India was set up in 1982 by an Act of Parliament for financing, facilitating and promoting
India’s foreign trade. It is the principal financial institution in the country for coordinating the working of
institutions engaged in financing exports and imports. Exim Bank is fully owned by the Government of India.
The Bank provides financial as well as value-added services to Indian exporters. Assistance is given to exportoriented units (EOUs) by way of term loans in Indian rupees or foreign currencies for setting up new production
facilities, expansion/modernization or upgradation of existing facilities and for acquisition of production
equipment or technology. The Bank lays special emphasis on extension of Lines of Credit to overseas entities,
national governments, regional financial institutions and commercial banks. The Bank extends Buyers’ credit
and Suppliers’ credit to finance and promote India’s exports and also has a programme called the Buyer’s Credit
under National Export Insurance Account (NEIA) to facilitate medium and long term exports from India.
To promote hi-tech exports from India, the Bank has a lending programme to finance research and development
activities of EOUs. The Bank has a Marketing Advisory Services programme, which has been assisting Indian
companies in identification of prospective business partners, facilitating placement of final orders and also
identification of opportunities for setting up plants or projects or for acquisition of companies overseas. ExportImport Bank of India has also devised a program known as the Grassroots Initiative and Development (GRID)
which primarily envisages supporting relatively disadvantaged sections of society while creating expanded
opportunities for traditional crafts persons and artisans, and rural entrepreneurs of the country.
Export-Import Bank of India supplements its financing programmes with a wide range of value-added services.
The Bank has a strong Research team which enables exporters to evaluate international risks, tap export
opportunities and improve competitiveness, thereby helping them in their globalisation efforts. The Bank
has also been engaged in rendering assistance to a number of institutions in the developing world through
advisory services leading to capability creation and capacity building.

www.eximbankindia.in
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