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1 | THE NEW DEVELOPMENT
BANK'S PRESENCE IN AFRICA:

A NEW PLAYER TO FILL AFRICA'S
FINANCING GAP AND DRIVE
SUSTAINABLE DEVELOPMENT?

Since its inception in 2014, the NDB has received
mixed reviews from African policymakers and com-
mentators. Proponents such as Leslie Maasdorp see
the NDB as not only an additional source of funding for
South African and African projects but also as unique in
its decision-making, structures and equal treatment of
its members. However, detractors, for example Patrick
Bond, perceive the NDB as just another vehicle for
promoting corruption, or ‘sub-imperialism’ in its mem-
ber states. 9years on, how has the bank performed in
Africa?

The NDB was established with the primary objective
‘of financing infrastructure and sustainable development
projects in BRICS and other emerging economies and
developing countries’ (NDB About Us, 2022). The BRICS
also saw the NDB as having a second purpose: To help
reform the governance of the international financial
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The New Development Bank (NDB) launched its first project in Africa on April
13, 2016, and on August 17, 2017, the Bank opened its Africa Regional Centre
(ARC) in Johannesburg, South Africa. This article assesses the NDB's presence
in Africa. It addresses the following questions: what role is the NDB playing in
Africa? What is the ARC and why was its created? How well have the NDB and
the ARC been performing? Have they delivered on their intended purpose? If
the NDB or the ARC have not performed as well as hoped, or expected, what
has stood in their way? We assess the NDB and the ARC within the context of
the general experience of some of the projects that the NDB has been financing
in Africa and determine whether there are lessons that can help the NDB as it
expands further into the continent. The main policy recommendation is that the
ARC be strengthened in ways that enhance the NDB's transparency and make it
a truly new type of multilateral development bank.

architecture that was perceived as being dominated by
developed countries and as providing insufficient voices
to developing countries. At the same time, as a new de-
velopment bank, it was also hoped that the NDB would
learn from the decades of the experiences of the other
multilateral development banks (MDBs), including with
respect to transparency, accountability and managing the
adverse impacts that projects may have on communities.

A striking feature of the NDB is that it was always
anticipated that it would establish regional offices, so
that the bank would have a physical footprint in four
continents and have headquarters in Shanghai, China.
The Bank opened its first regional office in Africa, the
Africa Regional Centre (ARC) on August 17, 2017, in
Johannesburg, South Africa. The NDB has also opened
regional offices in Brazil (the Americas Regional
Office), India (Indian Regional Office) and in Russia
(the Eurasia Regional Centre).

This article specifically assesses the NDB's presence
in Africa, where, as of October 2023, it has financed 14
projects. It addresses the following questions: What is
the role of the NDB in Africa so far? What is the ARC
and why was it created? How has it been doing? Has
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it delivered on the intended purposes? If the ARC has
not performed as well as hoped, or expected, what has
stood in the way? Furthermore, the paper will assess
the ARC within the context of the general experience
of other MDB projects that are being financed in Africa,
to determine whether there are lessons to learn as the
NDB expands further into the continent.

2 | PUTTING THE NEW
DEVELOPMENT BANK IN CONTEXT:
THE BRICS INTENTIONS AND
PROGRESS THUS FAR

The NDB has made progress in meeting its first objective.
It has provided financing for infrastructure and sustain-
able development projects in BRICS and other emerging
economies and developing countries. In fact, the Bank is
generally seen as enhancing the development financing
landscape (Morozkina, 2015) because it offers a fresh
source of long-term financing for developing-country in-
frastructure projects (New Development Bank, 2019a).

The BRICS and the NDB are also seen as having
had some impact regarding their second objective—
reforming the governance of the international financial
architecture. (Xuejing, 2022) The NDB itself has noted:
‘The Bank also expects to influence the international fi-
nancial architecture and global practices by being a fun-
damentally new kind of development institution based
on mutual respect and reflecting the evolution of the
world economy in recent decades’ (New Development
Bank, 2017a).

The BRICS have also created other entities in fur-
therance of their second objective. They have created
the ‘Contingent Reserve Arrangement’ (CRA), an in-
ter-central bank swap arrangement. The BRICS CRA
is now seen as part of the global financial safety net,
which includes the International Monetary Fund and
regional reserve pooling arrangements. The BRICS
have also discussed the establishment of a BRICS
credit rating agency that would help diversify the rat-
ings regime in the global financial system and make
it more responsive to the concerns of developing
countries.

These developments in the global financial system,
especially the creation of the NDB, have been wel-
comed by some commentators, such as Bob Kalanzi of
the New Partnership for Africa's Development (NEPAD),
who writes, “The NDB marks developing nations’ com-
ing of age and reflects their desire to stand on their own
feet (Kilian, 2018). Similarly, the former CEO of Oxfam
South Africa, Siphokazi Mthathi, noted that, ‘BRICS
has continued to challenge global governance struc-
tures through debates among emerging markets and
the developing world. It was in response to the belief
that global financial institutions lack democratic voting
rights, that the NDB was created’ (Kilian, 2018).

3 | THE NDB'S INVESTMENT IN
AFRICA: WHAT IS THE IMPACT ON
THE GROUND?

In Africa, the NDB is currently financing 13 sovereign
and sub-sovereign projects sponsored by the South
African Government and other South African borrow-
ers. 11 of these projects are concentrated in such stra-
tegic sectors as the transport and clean energy sectors.
In addition, the NDB has made two USD 1 billion loans
through its COVID-19 Emergency Programme Loan.
Furthermore, the NDB has provided financing for a
14th project that is a joint project between South Africa
and Lesotho focusing on water resource management,
supply and sanitation. The full list of projects and their
investment commitments are:

1. South Africa Municipal Water Supply and
Sanitation Programme

Being implemented from 2024 to March
2026

2. South Africa Rail Logistics Improvement
Programme
Implemented over a period of Syears

Up to USD
1.0billion

ZAR 17.50billion

3. DBSA Sustainable Infrastructure Project USD100million

Implemented over a period of 3years

4. The National Non-Toll Roads
Management Programme

Being implemented from April 2020 to
March 2023

5. COVID-19 Emergency Programme Loan
for Supporting South Africa's Economic
Recovery from COVID-19

Approved by NDB board on April 2, 2021,
and fully disbursed soon thereafter

USD 1 billion

USD 1 billion

6. Battery Energy Storage Project

Approved by NDB Board on December
16, 2019, and being implemented over
3years

Up to ZAR
6000million

7. COVID-19 Emergency Programme USD 1 billion
Being implemented from April 1, 2020 to

March 31, 2021

8. South African National Toll Roads
Strengthening and Improvement
Programme

Approved by board on September 12, 2019,
being implemented over 5years

ZAR 7.0billion

9. Renewable Energy Sector Development ZAR 1.15billion
Project
Being implemented between 2019 and

2023

10. Lesotho Highlands Water Project Phase I
Approved by NDB Board on March
31, 2019, being implemented over
6years

ZAR 3.2billion

11. Environmental Protection Project for USD 480 million
Medupi Thermal Power Plant

Approved by NDB Board on March
31, 2019, being implemented over

7years
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12. Greenhouse Gas Emissions Reduction USD 300 million
and Energy Sector Development Project

Implemented from 2018 to 2033

13. Expansion and Modernization of the
Durban Container Terminal
Being implemented from 2020 to 2027

ZAR 3500 million

14. Project Finance Facility for Eskom USD 180million
Approved by NDB Board on April 13,

2016

Financing sustainable and inclusive development
projects requires the NDB to exhibit both a commitment
of funds and due regard to a transparent and publicly
accountable project planning and implementation pro-
cess. This need has been acknowledged by the NDB
at a number of levels. From the very onset, the NDB's
Articles of Agreement state that ‘[tjhe Bank shall ensure
that its proceedings are transparent and shall elaborate
in its own Rules of Procedure specific provisions re-
garding access to its documents’ (New Development
Bank, 2015). In the interests of openness, the NDB
created an Interim Information Disclosure Policy in
July 2016, followed by an Information Disclosure Policy
(IDP) in June 2017 (New Development Bank, 2017b). As
a newly established development bank, the NDB is in a
unique position to learn from the experiences of older
MDBs, particularly in terms of transparency and access
to information, which help to mitigate project-related
risks and potentially harmful project impacts. They also
are critical for enabling communities to exercise their
voice and effectively monitor and hold their govern-
ments accountable for the adverse impacts of projects.
These issues are also strongly related to the demand
for accountability both for project sponsors and for the
funders, including MDBs.

The Centre for Human Rights (CHR) and Oxfam
South Africa (OZA) explored the NDB's practice regard-
ing transparency and accountability through a study of
two projects that are co-funded by a range of funders
including the NDB. The first project, the Environmental
Protection Project for Medupi Thermal Power Plant,
aims to reduce the sulphur dioxide emissions of the
Medupi coal-fired power station from 3500 mg/m3 toless
than 500mg/m?® by the year 2026 (New Development
Bank, 2022). In addition to the design and construc-
tion of six flue gas desulfurisation units, the Project in-
cludes the building of auxiliary facilities. The second
project that featured in the CHR/OZA assessment is
the Lesotho Highlands Water Project Phase Il which is
the next phase of an existing joint project between the
Republic of South Africa and the Kingdom of Lesotho to
supplement water supplies in the Vaal River Basin with
water from Lesotho.

The co-authors of this paper both participated in
the CHR/OZA assessment in different capacities.
This assessment, which focuses on the perspectives
of communities and civil society organisations, culmi-
nated in two discussion papers, the first dealing with

the challenges that communities in South Africa face
in accessing information from the NDB, and the sec-
ond with why the NDB needs an independent account-
ability mechanism (IAM) (Masamba & Buenaventura
Goldman, 2022b). These discussion papers, to the
best of our knowledge, are the first to focus on com-
munity perspectives on how the Bank can use internal
mechanisms to most effectively serve people and meet
its development objectives.

The report's first finding was that the NDB is fall-
ing short on transparency. Some communities are
having trouble accessing information on projects that
the NDB has funded or co-funded. This is a source of
great concern for civil society organisations and com-
munity-based organisations in the Southern African
region (Nanwani, 2022; Oxfam India, 2018; Oxfam
South Africa & Center for Environmental Rights, 2021;
Oxfam South Africa podcast, 2022). In order to spe-
cifically test the NDB's information request system,
the researchers working on these discussion papers
filed three information requests in accordance with
the applicable section of the NDB policy, namely sec-
tion 3(2) of the NDBs IDP. These requests for infor-
mation revealed that the NDB's information request
platform does not function effectively (Masamba and
Buenaventura Goldman (2022a, pp. 18-20). For ex-
ample, impacted communities or individuals cannot
easily access the platform and therefore cannot easily
obtain project information. As a result, it is difficult for
them to engage effectively with the NDB about a par-
ticular project. The challenges experienced with the in-
formation request process were both procedural (lack
of acknowledgement of receipt or response within
the prescribed timeframe) and substantive (some re-
sponses did not fully or comprehensively respond to
the questions posed in the information request in the
view of the requester) (Masamba and Buenaventura
Goldman (2022a, pp. 19).

The authors of the CHR/OZA studies recommended
that the NDB should make every effort to make project
documentation and information available to communities
and the public throughout the project design and imple-
mentation stages, rather than just after projects are ap-
proved by the NDB Board (Masamba and Buenaventura
Goldman (2022a, p. 25). Indeed, while there are ex-
ceptions to disclosure for specific forms of information,
greater openness, rather than less, should be preferred.
To date, the NDB has only published project summaries.
The first CHR/OZA discussion paper correctly highlights
the importance of access to information in stating that:

The challenge with the lack of transparency
in development projects is that it “makes it
difficult to see what DFIs are doing, what im-
pact their investments are making, whether
they are adhering to their accountability
and environmental, social, and governance
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(ESG) responsibilities” amongst others. As
such the information disclosure policies
and frameworks of DFls are critical compo-
nents for transparency and accountability.
In practice, the information disclosure pro-
cesses of DFIs should result in timely and
comprehensive access to information.
(Masamba & Buenaventura
Goldman, 2022a, p. 9)

In addition, interviews were conducted to enquire about
the communities' understanding of who finances the
projects in their locality, how much information they have
about the projects, and what mechanisms they can ac-
cess if they have any concerns about the project. The
discussions with two leading community activists and
members of community-based organisations regard-
ing the (South Africa) Lesotho Highlands Water Project
Phase Il (LSHWP Il) and the Environmental Protection
Project for Medupi Thermal Power Plant (Medupi proj-
ect) revealed a lack of awareness that the NDB is a fi-
nancier of both projects (AFRODAD, 2022; Masamba &
Buenaventura Goldman, 2022a, 2022b). The respon-
dents, who were heavily engaged in advocacy efforts
on the impacts of the projects on behalf of their com-
munities, were unaware of the NDB's policies or that
they could directly seek information from the NDB. This
demonstrates the need to educate communities about
their entitlement to be informed about the activities of
project sponsors, and their right to voice complaints with
the funder's independent accountability mechanism
(IAM). An accountability mechanism both provides af-
fected communities with a way to have their qualifying
concerns about the project investigated and offers the
board of the institution a means for ensuring that the
staff and management comply with the institution's poli-
cies and procedures.

The Second CHR/OZA discussion paper highlights
the NDB's need for an IAM. It should be noted that the
NDB has subsequently begun to develop such a mech-
anism (Masamba & Buenaventura Goldman, 2022b, p.
28). It is however unclear whether there was any stake-
holder engagement in its development. Despite the lim-
ited information on the development of the 1AM, it must
be acknowledged that its creation is a step in the direc-
tion of protecting communities. Notably, the NDB has
the opportunity to learn from the decades of experience
of the other MDBs, such as the World Bank and African
Development Bank, with IAMs. To quote Masamba and
Buenaventura Goldman;

The NDB has an opportunity to leapfrog
ahead of older DFls through the integra-
tion of lessons-learnt towards improving
the design and approach when developing
an effective IAM. It is therefore essential
that when developing the 1AM, the NDB

should provide a meaningful platform for

project-affected communities and civil so-

ciety to contribute to the thinking of the IAM
design.

(Masamba & Buenaventura

Goldman, 2022b, p. 6)

4 | AFRICA'S REGIONAL CENTRE,
OR SOUTH AFRICA'S? MAKING THE
ARC WORK FOR AFRICA

The ARC was founded by the BRICS-led NDB with the
goal of being a significant contributor to South Africa's
and the continent's long-term infrastructure develop-
ment. The ARC is responsible for providing project se-
lection, project preparation and project implementation
capacity-building support to the NDB's member coun-
tries. In the case of South Africa, it works with the South
African government, public and private sector entities
and other relevant partners to select bankable and
high-development impact projects (New Development
Bank, 2019b). Egypt has recently joined the NDB (see
the Chin and Kamal article in this collection), and it is
anticipated that the ARC will play a similar role in re-
gard to Egypt.

The NDB focuses on infrastructure projects. The
ARC plays the following role in connection with these
projects:

e Portfolio management and project administration;

e Technical assistance for project preparation and
implementation;

¢ Knowledge management, which includes drawing on
appropriate regional lessons;

e Development of financing models to be used for the
projects the NDB finances in the region;

e Working with private partners (Nkibrics, 2019, p. 8).

It was perceived that the establishment of the ARC
was a concession to South Africa, which had wanted to
house the NDB's headquarters (Nogueira Batista, 2021,
pp. 35—36). The NDB, as its name suggests, aims to
provide a ‘new’ way of financing and supporting sus-
tainable projects. By locating its first regional office
in Africa, the NDB was seeking to emphasise Africa's
status as an important international stakeholder. It also
sent a positive signal regarding Africa's potential role
in the NDB.

Given that the ARC has now been functioning for
6years, it is appropriate to assess its performance; to
what degree, does the NDB's ARC represent a new ap-
proach to international development finance? Is it suc-
ceeding in promoting sustainable development in the
region, and if so where and how? Is the NDB, through
the ARC, promoting an approach to development
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based on strong environmental and social safeguards,
active and meaningful engagement with local commu-
nities, and projects that are appropriate to the actual
needs of their intended beneficiaries? In short, is the
NDB and its regional office a truly ‘new’ development
bank or merely a new source of development finance
that operates largely on a ‘business as usual’ basis?
These are complex questions that can only be fully and
confidently answered once the NDB has acquired more
experience in project financing than its mere 7 years of
operation. Nevertheless, it is possible to look at the
NDB's record in Africa so far and provide some prelim-
inary thoughts.

The NDB's Regional Offices are supposed to
work under the guidance of the NDB Head Office
in Shanghai (New Development Bank, 2016, p. 7).
The principal duty of the Regional Offices is to iden-
tify and prepare bankable projects in the BRICS and
other member states of the NDB (New Development
Bank, 2017c). Thus, the ARC is supposed to serve as
both the principal operational interface between the
NDB and Africa as a regional whole, and as the princi-
pal liaison between the NDB, its African member states
and other entities operating in the region (Presentation
by Vumendlini-Schallk, 2015).

When the ARC was launched, African governments
were hopeful that the NDB, through the ARC, would
play a leading role in helping Africa's infrastructure de-
velopment. For example, Pravin Gordhan, then-South
African Minister of Finance, stated in his budget state-
ment in 2016 that: ‘This initiative gives impetus to our
role as a financial centre for Africa, and will facilitate
access to global finance by African investors and insti-
tutions’ (Gordhan, 2016, p. 13). NEPAD's Bob Kalanzi
expressed similar sentiments—‘We hope the NDB,
and especially the ARC which was launched last year,
can mobilise resources and partnerships towards im-
plementing various infrastructure projects stipulated in
the 2063 Vision and the First Ten-Year Implementation
Plan, across the continent’ (Kilian, 2018).

The ARC was formally launched by South African
President Jacob Zuma on August 17, 2017. In launching
the institution, Jacob Zuma noted that the ARC was to
‘take care of the important developmental needs of this
continent’ and observed that the ARC ‘should also ben-
efit the whole of Africa’ (TRALAC, 2017). The President
also highlighted the challenge of the infrastructure gap
and challenge of promoting intra-regional trade within
the African continent, and noted the great expectations
for the role that the NDB could play. Finally on the ARC,
he noted that ‘the regional office will have to extend
its core focus beyond project identification and prepa-
ration if it wants to truly realise these objectives. The
office should in time be given the autonomy to extend
loans to qualifying countries in the continent, whilst
also serving as a node for capacity building and knowl-
edge sharing’.

Although 6years is a relatively short time period and
may not allow for definitive judgement and conclusions,
it appears that the optimism generated by the creation of
the ARC may have been overstated. As discussed above,
the bulk of the ARC's work so far has been tied to South
Africa's 13 NDB-supported projects in the country. The
one project that the NDB has funded outside South Africa
is the Lesotho Highlands Water Project Phase Il, but this
project will ultimately provide water to South Africa.

In addition, the evidence to date indicates that the
NDB is facing the same challenges in overcoming some
of the operational difficulties that the other MDBs face,
including ‘lengthy loan approval processes, limited use
of country systems, sensitivities around environmental
and social safeguards, excessive conditionalities, the
need for responsiveness and the importance of knowl-
edge services’ (Prinsloo, 2016, p. 4). This suggests that
the ARC is also experiencing challenges in providing a
new type of development finance to its clients in Africa.

One indication of the scale of the challenges that the
ARC is facing is that it has not yet been involved in any
major infrastructure financing that do not provide direct
benefit to South Africa. The facts of the Lesotho project
suggest that the internal decision-making dynamics of
the NDB may limit the ARC's sphere of operation to
providing financing to NDB member states or to proj-
ects in non-NDB member states that are designed to
ultimately benefits the NDB member country.

This suggests that only those African countries that
are invited to join the bank, and do so, will benefit from
NDB funding, even though there are no formal restric-
tions on the identity of beneficiaries written into the
design of the NDB and its regional offices. The inclu-
sion of Egypt in the NDB membership offers the NDB
another opportunity to demonstrate whether, and if so
how, the ARC can expand the geographic scope of the
NDB's activities.

5 | CONCLUSION: PROPOSALS
TO STRENGTHEN THE NDB FOR
FUTURE INVESTMENTS IN AFRICA

This article focused on the NDB's presence in Africa
and the ARC's functions in particular. In this regard,
the NDB is an important source of additional finance
for Africa's development as it contributes to filling the
large financing gap that the continent currently faces.
However, if it is to be an innovative and effective devel-
opment financial institution, the NDB cannot function
in the same manner as other MDBs have in the past.
Instead, it should be able to demonstrate that it pro-
vides more benefits in a more effective and less costly
form to the intended beneficiaries of its operations. For
example, it should be sufficiently transparent so that
communities understand who is funding projects and
programmes in their area and what the rationale for

85U8017 SUOWIWIOD BAIER.D 8|qedt|dde au Aq pausenob a1e ssppie YO ‘85N JO S9|nJ Joj Aig1T 8UlUO A1 UO (SUORIPUOD-PUR-SWBH WD A8 1M Ar1q 1 Ut |UO//SdNY) SUORIPUOD Pue SWIB 1 84} 89S *[5202/20/90] U0 AriqiT8ulluO AB|IM ‘YoIeassy [eo1pe N Ueollyy LinoS Aq OTEET 6685-852T/TTTT OT/I0P/L00 A3 |1nARe.q 1 puluoy/sdny wolj pepeojumod ‘2 ‘#7202 ‘668585.T



432 |

BRADLOW and MASAMBA

these operations is. In addition, it should offer these
communities an effective mechanism through which
they can register complaints when its operations fail to
comply with the applicable policies and cause harm.

In order to strengthen the NDB's approach to trans-
parency and accountability, it is recommended that:

e The NDB should make project documents and in-
formation easily accessible to the public, especially
communities affected by NDB projects at a meaning-
ful time in the project cycle.

e The NDB should provide opportunities for public par-
ticipation in the project decision-making process, in-
cluding in its efforts to establish an IAM.

e The NDB should adhere to IAM best practice, which
includes allowing communities to access an account-
ability mechanism that is separate from whatever
grievance redress mechanisms may exist under the
applicable country system, that is independent of
bank management and that has minimal barriers to
entry.

e Given that the NDB engages in co-financed projects
with other MDBs, it needs to establish NDB-specific
protocols for how these projects will be accountable
to affected communities.

The difficulties that have been outlined above with
the NDB's projects in the region, provides an import-
ant learning opportunity for the ARC. By capitalising on
this opportunity, the ARC can demonstrate how it will
contribute to the success of projects in South Africa.
It can also address concerns that it is, in fact, merely
an administrative arm of the NDB. In this respect, we
recommend that the NDB delegate to the ARC the au-
thority and autonomy to openly engage and participate
in meetings, as well as share information.

It is important that the ARC be allowed to assume
this more independent role so that it can play an active
and innovative role as the NDB expands its operations
across the African continent. This will allow the ARC to
play a role in channelling NDB support and financing
to infrastructure projects across Africa, to support the
African Union's Agenda 2063, and to fund projects that
help African states implement the United Nation-led
2030 Agenda for Sustainable Development. The ARC,
and the other regional offices, have the potential to be
an important tool to enhance the NDBs transparency
and make it a truly new type of development bank. The
NDB should empower the ARC to play this role.
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