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Abstract 
This thesis examines the role of the fifteen European Development Finance Institutions (EDFIs) 

in mitigating the impact of the COVID-crisis on sub-Saharan Africa’s (SSA) private sector. 

Following an exploratory research approach, the paper draws on secondary sources and in-depth 

interviews with development practitioners to examine the role of EDFIs in a changing 

development finance landscape characterized by an increased focus on private sector financing 

and enhanced financialization of development cooperation. The thesis shows that the COVID-

crisis most significantly impacts EDFIs in terms of their pipeline, existing clients, and modus 

operandi. It argues that the role of EDFIs will increase in the wake of the crisis through new 

partnerships with non-traditional development actors and enhanced cooperation with existing 

partners and that blended finance for agriculture will play an increasingly important role. The 

study also argues that EDFIs will play an enhanced role in shaping the EU policy dialogue towards 

sustainable development. It concludes by arguing that the European development finance 

system will have to undergo changes regarding the way it is governed, to respond to the crisis 

and the growing SDG financing gap more adequately. EDFIs' most important shareholders – the 

European governments – will have to provide their DFIs with additional resources if they want 

them to be at the center of this transformation. 
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1. Introduction 

The COVID-19 pandemic outbreak represents an unprecedented global crisis (Addison et al., 

2020). While European governments have included a private sector response at the forefront of 

their economic stimulus packages, developing countries cannot afford similar packages on a 

sufficient scale (Bilal et al., 2020). As the private sector provides around 90 percent of jobs in sub-

Saharan Africa (SSA), failing to respond may jeopardize many years of private sector development 

and job creation on the continent (ibid., 2020). Following the outbreak of the COVID-pandemic, 

there has been an increasing call on European development finance institutions (EDFIs) to play 

an important countercyclical role in mitigating the impact of the crisis on SSA’s private sector 

(EDFI, 2020b). These EDFIs – typically majority-owned by national governments – are institutions 

that have a mandate to invest in private-sector projects in low- and middle-income countries to 

contribute to the SDGs through job creation and sustainable economic growth (EDFI, 2020a; 

Savoy et al., 2016). EDFIs have been identified as a crucial component of the European 

Commission’s (EC) ‘Team Europe’ response to COVID-19 (EC, 2020b).  

As hybrid actors operating with a profoundly financialized and market-based logic while being 

state-owned entities, EDFIs provide interesting objects of study from a wide variety of 

perspectives (Järvelä & Solitander, 2020). Although most EDFI-research thus far has focused on 

the development impact of blended finance (BF) in the recipient countries (Lemma, 2015), this 
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thesis aims at exploring the governance and organization of partnerships for development in the 

donor countries. Blending is increasingly seen as essential to meet the SDGs and is emblematic 

of the ‘private turn’ in development finance since the 2000s (Bayliss et al., 2020). However, the 

expansion of BF has also advanced the role of EDFIs in European development policy overall, with 

greater policy coordination at the pan-European level, including through the EC (Napolitano, 

2018; Bayliss et al., 2020). Equipped with public guarantees, EDFIs have been instrumental in 

promoting public-private partnerships (PPPs) for development finance through increased 

multilevel collaborations. With DFI proponents calling for significant capital injection and 

increased DFI investment to accelerate growth and ‘build back better’ (EDFI, 2020b), it is both 

timely and necessary to review their role and reflect on their potential to play a countercyclical 

role in SSA’s private sector response to the COVID-crisis. Following an exploratory research 

design, this thesis responds to these calls by answering the following two-fold research 

question: What is the short-term impact of the COVID-crisis on European development finance 

institutions and how may the crisis accelerate the long-term role they play in the European 

development finance architecture? 

 

This thesis moves beyond the analysis of ‘traditional’ actors in European development policy to 

highlight how ‘non-traditional’ state actors – i.e., EDFIs – work as ‘legitimate’ development actors 

to shape the ideas and financing for international development (Richey & Ponte, 2014). The 

thesis responds to calls for knowledge on the roles, rationale, and changing modus operandi of 

bilateral DFIs and corresponding changes in the development finance landscape more generally 

(Massa & Te Velde, 2011). Besides, it contributes to a better understanding of the recent shifts 

in European development policy and the role played by EDFIs herein. Thereby, it responds to calls 

for scholarship on the governance structures of EU blending facilities (Bayliss et al., 2020). 

Furthermore, the thesis contributes to our understanding of what is specific about the COVID-

crisis compared to previous crises (Te Velde, 2020). Deepening this knowledge has important 

policy implications for the decisions made in Europe’s immediate response to and in the wake of 

the crisis. Lastly, there is societal relevance, as EDFIs are partly state-owned and, therefore, 

accountable to the public whose tax money funds aid (Attridge & Engen, 2019). The more Official 
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Development Assistance (ODA) is channeled to these institutions through blending structures, 

the more pressing the need for better understanding their role in European development 

policymaking. 

 
The thesis draws on 22 interviews conducted between April 2020 and July 2020 with a wide 

variety of development finance actors, ranging from EDFIs to multilateral DFIs such as the IFC, 

and NGOs and government employees. It argues that the COVID-crisis will deepen public-private 

partnerships towards achieving the Sustainable Development Goals (SDGs). Thereby, it will 

accelerate the firm reliance on private finance and the financialization of development 

cooperation. The crisis has strengthened Western policymakers’ sense of urgency that catalyzing 

private finance for development is essential in closing the financing gap as it widens in the wake 

of the crisis. Thereby, the COVID-crisis presents an important test as well as an opportunity for 

EDFIs to enhance their role in the European financial architecture for development.  

 

The thesis proceeds as follows: section two surveys the relevant literature on the increasing role 

of bilateral DFIs in development finance. The third section outlines the methodology for data 

collection and empirical analysis. Section four – the analysis section – is divided into three sub-

sections. Section 4.1 assesses the immediate impact of COVID-19 on SSA’s private sector and 

examines how EDFIs are impacted in their immediate response to the crisis. Section 4.2 explores 

if and how COVID-19 might accelerate the role of EDFIs in the medium to long-term through 

partnerships. Section 4.3 elaborates on the challenges and opportunities involved in blending for 

agriculture and the role played by EDFIs in this. The fifth section highlights the main themes and 

connections emerging from the empirical material, and section six concludes on the findings and 

introduces an agenda for future research on the COVID-DFI nexus. 
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2. Literature review 
 

2.1 The Private Turn in Development Finance and the emergence of Public-Private 
Partnerships 
The relationship between business and development has experienced significant shifts in the past 

twenty years (Järvelä & Solitander, 2020). This has led to the emergence of new actors and 

alliances in development cooperation (Richey & Ponte, 2014). Arguably, one of the most 

dominant changes has occurred within the field of development finance as the amount available, 

types of resources and institutions, and the number of countries involved has grown (Savoy et 

al., 2016). The idea of the private sector as an important source of finance and as an enabler of 

development has become a dominant notion in the international development agenda for 

North–South relations (Järvelä & Solitander, 2020). As such, sources of development financing 

outside official development assistance (ODA) are growing and diversifying (Richey & Ponte, 

2014). The private turn in development policies has highlighted private-sector-led growth, 

market solutions for development, and fund allocation for business and investment (Elgström 

and Delputte 2016). Järvelä and Solitander (2020: 102) refer to this phenomenon as “the 

increasing financialization of development aid”, which they situate as “an example of a larger 

financialization of society”.  

 
The last decade has seen a rapid integration of some developing countries in international 

financial markets (Van Waeyenberge, 2016). Besides, while official flows made up over half of 

total net long-term flows to developing countries in the beginning of the 1990s, this dropped to 

an average of just over a third in the years before the Global Financial Crisis (GFC) (2005-2007), 

despite the renewed increase in ODA from the early 2000s onwards. Currently, they stand at 

approximately 50 percent of total net flows from developed to developing countries.1 This went 

hand in hand with a redefinition of the purpose of ODA and development cooperation more 

broadly (ibid., 2016). ODA has become less important in relative terms for both the material and 

the symbolic meaning of development assistance. This trend reflects the weakening of Northern 

 
1 Percentage follows from the author’s calculations based on OECD (2020) statistics on resource flows to 
developing countries for 2018. 
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donors’ commitment to the public financing of development, following the emergence of a 

strong belief and commitment to the potential of private flows, such as foreign direct investment 

(FDI), remittances, and philanthropy to developing countries (ibid., 2016). This paved the way for 

the emergence of new aid instruments, including the widespread promotion of PPPs. As ODA is 

more and more deployed to mobilize private finance for development, the principal role of public 

finance for public goods has lost in importance (ibid., 2016). While the earlier models presumed 

that ODA would fill any gaps in reaching the Millennial Development Goals (MDGs), various 

recent modeling studies moved away from the reliance on ODA and demonstrate the potential 

of private capital flows to contribute to the achievement of the MDGs and their post-2015 

successor, the Sustainable Development Goals (SDGs) (ODI, 2015). 

 
2.2 Development finance and the Sustainable Development Goals 
Since 2002, the UN has organized three “Financing for Development” conferences: Monterrey in 

2002, Doha in 2008, and Addis Ababa in 2015 (Savoy et al., 2016). While Monterrey’s main focus 

was on generating new ODA commitments by traditional donors, it was also the first time that 

FDI and other private flows were discussed (UN, 2003; Savoy et al., 2016). It was the first of its 

kind to call for greater mobilization of private finance in pursuit of poverty reduction (UNGA, 

2002). At the Johannesburg Summit on Sustainable Development later that year, the UN 

Secretary-General presented the so-called “Type II outcomes” or “partnerships” that were 

supposed to enhance private-sector activity in developing countries (Voituriez et al., 2017).  

 
However, in the years to follow, the development finance community did not effectively leverage 

private-sector involvement (Ramstein, 2012). The July 2015 Financing for Development 

conference in Addis Ababa and the adoption of the SDGs marked a significant change in 

development thinking (UN, 2015). Not only do the SDGs aim to support an integrated approach 

to economic, social, and environmental development, but more relevant for this thesis, they 

place emphasis on a development model where the private and public sectors play 

complementary roles in supporting sustainable development. This represents a shift in the 

international community’s strategy to achieve development objectives in acknowledging the 

central role of the private sector (Attridge & Te Velde, 2019). The foundation for their 



 9 

implementation is provided by the Addis Ababa Action Agenda (AAAA), which was endorsed by 

193 countries at the Third International Conference on Financing for Development in July 2015 

(UN, 2015). AAAA provides the framework to finance the SDGs and is considered a turning point 

in international cooperation (OECD, 2019b). First, the document acknowledges the central role 

that private-sector investment plays; across all low- and middle-income countries combined, FDI 

is now five times all ODA. Second, Addis reformulated the ODA’s role as a “catalyst” for mobilizing 

additional public and private resources (Savoy et al., 2016).  

 
Recent evidence demonstrates that the financing gap for the SDGs in most developing countries 

and especially in Low-Income Countries (LICs) will be significant (see, for example, Andersen & 

Therkildsen, 2019). Several cost estimates for achieving the SDGs exist and they vary significantly 

in scope. It is generally difficult to compare these estimates, as they are not created following 

the same assumptions. Andersen and Therkildsen (2019) argue that individual SDGs are not well-

defined cost areas and that the SDGs are not mutually exclusive. Thus, there are significant 

interactions between the goals, which lead to potential overlaps between individual cost areas. 

Consequently, there is a potential risk of double counting in estimating the finance needed 

(Schmidt-Traub, 2015). Financing one goal will often have an effect on other goals, and overall 

estimates should, thus, not be made just by aggregating sector needs.  

 

While the costs for achieving the MDGs were estimated between USD 20-200 billion, the SDGs’ 

estimated costs are in trillions of USD (Andersen & Therkildsen, 2019). An often-cited estimate is 

from the United Nations Conference on Trade and Development (UNCTAD) (2014), which argues 

that total global investment needs will be USD 5-7 trillion annually. The figure for developing 

countries stands at USD 3.3-4.5 trillion annually. With current annual spending in these countries 

standing around 1.4 trillion, this amounts to an annual financing gap of USD 1.9-3.1 trillion (ibid., 

2014). This is the preferred picture by various organizations, including the OECD, which 

frequently denotes the annual financing gap to be at approximately USD 2.5 trillion in developing 

countries (see, for example, OECD, 2019b). Another estimate by Schmidt-Traub (2015), who 

critically reviews several previous analyses, including many of the analyses used by UNCTAD, 

shows that current estimates differ significantly in approach and in quality. He estimates that the 
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SDGs will require average additional financing in developing countries of approximately USD 1.4 

trillion annually (ibid., 2015). This demonstrates that differences between the various existing 

cost and financing estimates are significant and, subsequently, calls the reliability of these 

estimates into question.  

 
2.3 Using Blended Capital to Finance the Sustainable Development Goals 
Although disagreement exists on the specific amounts of financing required for the achievement 

of the SDGs, there is a widespread belief that more domestic and external resources need to be 

mobilized to fill the funding gap in developing countries, particularly in LICs (OECD, 2019b). 

Several SDG-specific investing approaches have been developed that highlight the opportunity 

set for private investors and provide solutions that can “crowd in” capital from various sources 

(WEF, 2019). Simultaneously, this has also led to an increasing range and complexity of the 

financing system (OECD, 2019b). Perhaps the most significant advancement has been the 

progress made on the practice of blended finance, which is defined as “the use of catalytic capital 

from public or philanthropic sources to increase private sector investment in sustainable 

development” (Convergence, 2019: 3). Its objective is to mobilize additional finance for 

investment in partner countries by increasing the risk-adjusted return of development projects 

(Gavas & Timmis, 2019). The SDG funding gap has been used as the primary rationale in support 

of the blending agenda (see Section 2.2). Blending mechanisms and structures typically involve a 

combination of junior equity, subordinated debt, first-loss capital, guarantees, and technical 

assistance in different structures (see Figure 1 for examples of blending structures) (GIIN, 2018). 

 
The scope of BF has expanded substantially over the past decade and considerable policy 

attention is devoted to the notion of financial leverage when it comes to blending. However, the 

evidence for BFs’ effectiveness varies depending on the methodology used (Bayliss et al., 2020). 

While some donors claim that their investments have corresponded to a leverage factor of 8-9 

(see IFU, 2017), Attridge and Engen (2019) found the figure to be much lower and as low as USD 

0.37 in LICs. Furthermore, they point out that the lack of a common definition of BF at the official 

level presents problems in data collection and comparability (ibid., 2019). 
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Figure 1. Typical blended finance mechanisms and structures. 

 

 

Source: Convergence (2019) 

 

Besides, Bayliss et al. (2020) expressed concerns regarding the ownership of blending projects, 

as there is little evidence of developing country government participation in decision-making 

processes. Blending may promote Western financial investors’ perspective over development 

outcomes while risking creating specific liabilities for recipient country governments. 

Furthermore, they argue that it is contradictory to seek high leverage levels while simultaneously 

raising investment in high-risk locations, as the two are incompatible (ibid., 2020). The evolution 

of BF has undoubtedly opened up new ways for countries to finance the SDGs. However, the 

above-presented evidence also demonstrates that its positive impact cannot be taken for 

granted. 

 
As we have now entered the so-called ‘Decade of Action’ (2020 – 2030), significant public and 

private investment is required to realize the SDGs and goals of the Paris Agreement (UN, 2019). 

According to Oxfam (2019), the most prominent three asset managers (Blackrock, Vanguard, and 

State Street) globally managed assets with a value of USD 11 trillion. The UN (2019) also argues 

that sufficient financing exists, with gross world product and global gross financial assets valued 

at between 80 trillion USD and 200 trillion USD. In sum, the resources of global financial markets 

transcend the SDG financing gap. However, available finance is currently not channeled towards 
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sustainable development at the size and speed needed to achieve the SDGs and the Paris 

Agreement (ibid., 2019).  

 
The AAAA expressed firm support for bilateral DFIs (UN, 2015). In particular, the Agenda stated 

that DFIs could play a vital role in providing access to financial services. It expressed similar 

support for using DFIs in collaboration with private financial institutions (FIs) and investors to 

fund infrastructure and, more generally, achieve the SDGs (Griffith-Jones et al., 2018). Given their 

core mandates, DFIs are set to take center stage in contributing to this Agenda. They play an 

important role in supporting economic growth through mobilizing private investment in 

developing countries through their financing, risk-sharing, and supporting activities (Attridge & 

Te Velde, 2019). In addition to bilateral DFIs that are established by and receive funding from a 

single government, there are also multilateral development banks such as the European Bank for 

Reconstruction and Development (EBRD) and the International Finance Cooperation (IFC), the 

private sector arm of the World Bank. Bilateral and multilateral DFIs often work together to 

finance sustainable development projects, thereby expanding the scale of their impact (Kleiterp, 

2016). As FDI, private lending, and domestic resource mobilization continue to grow, donor 

countries are more and more looking to leverage the instruments and capabilities provided by 

DFIs to boost their development impact (Savoy et al., 2016). The next sub-chapter will introduce 

DFIs as a development actor in further detail. 

 

2.4 The rise of Development Finance Institutions  
Bilateral DFIs are “government-backed institutions that invest in private sector projects in low- 

and middle-income countries in order to promote job creation and sustainable economic growth” 

(EDFI, 2016: 1). In a nutshell, the purpose of DFIs as we know them today dates back to the 

Articles of Agreement of the IFC. Although drafted in 1956, the charter remains relevant today 

and arguably paved the way for the DFIs founded in the subsequent decades. Article 1 of the 

charter states: “The purpose of the Corporation is to further economic development by 

encouraging the growth of productive private enterprise in member countries, particularly in the 

less developed areas” (ibid., 2016: 10). 
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In particular, bilateral DFIs aim “to compensate for the lack of financial resources and remove 

investment bottlenecks through advisory services (e.g., project preparation facilities), and co-

financing (e.g., equity and debt) and risk mitigation finance (e.g., guarantees)” (OECD, 2015: 25). 

The uncertainty surrounding investments in new sectors and technologies decreases the 

likelihood that they will be funded purely by private FIs, which are unwilling to take large risks 

(i.e. long maturities) and prefer sectors or investment projects with more predictable expected 

returns (Griffith-Jones et al., 2018). Thus, the existence of DFIs is justified by the existence of 

these sectors and investment projects that require financing but bring about high levels of 

uncertainty as to their future success (Mazzucato, 2013). Among the sectors that involve the 

most uncertainty are infrastructure, agriculture, technological innovation, and support to MSMEs 

(Além & Madeira, 2015). 

 
The importance of available financing for such projects is highlighted by Fernandez-Stark and 

Gereffi (2019). They identify ‘access to finance’ as a vital component in the equation for SMEs to 

integrate into and move up global value chains (GVCs). Fernandez-Stark et al. (2012) developed 

a holistic model for agricultural value chains in which they identified four pillars that help to 

overcome the major constraints that limit the competitiveness of SMEs and their sustainable 

entry into VCs: 1) access to market; 2) access to training; 3) collaboration and cooperation 

building, and; 4) access to finance. Thus, access to finance is understood to be of great 

importance for SME development. DFIs are mandated to play a vital role in providing such 

financing for private sector projects in low- and middle-income countries.  

 
There is significant heterogeneity among DFIs regarding size, legal status, and thematic and 

institutional focus (Wieser et al., 2019). How DFIs are governed also varies: whereas some are 

fully state-owned institutions, the majority is partially owned by private shareholders (Savoy et 

al., 2016). Their focus sectors, regional focus, and the instruments they have at their disposal to 

catalyze investment also differ considerably (see Appendix 1 for an overview of the EDFIs). They 

are well represented on the ground, most notably in SSA, and have good development and risk-

related expertise (Wieser et al., 2019).  
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Although EDFIs differ considerably, their investments are guided by three overarching criteria 

that apply to all of them: 1. Additionality; 2. Catalytic effect; and 3. Project sustainability (EDFI, 

2016). DFI investments are required to be additional in the sense that their investments target 

regions, sectors, or segments that would otherwise not have had access to the required financing, 

technology, and know-how. Besides, DFIs are catalytic by cooperating with co-investors and 

enabling other private investors to invest in projects that present sustainable investment 

opportunities (IFU, 2017). This means that DFIs must take on more risk than commercial investors 

can – or want – to take. All DFIs target a profitable return ranging between 1% and 12 % (Kleiterp, 

2016). Furthermore, DFI investments are required to bring sustainability and responsibility into 

the mindset of the private sector by creating employment and tax income through investments 

in financially self-sustainable projects, and by applying responsible business standards for 

environmental social and governance (ESG) concerns (IFU, 2017; EDFI, 2020a). 

 
Thus, the additionality principle entails that DFIs must ensure they do not crowd out the private 

sector but instead crowd it in, by contributions that go beyond what is already available in the 

market (Bilal & Van Seters, 2019). In other words, it is not enough for DFI activities to have a 

positive development impact. What matters is that the intervention itself would not have been 

possible had it relied on private sector actors alone (ibid., 2019). Griffith-Jones et al. (2018) 

underline that this is a risk, but there is also a potential for crowding in. If private investment is 

low, the case for ‘crowding out’ is particularly weak. On the contrary, under these conditions, 

public investment, or private investment funded by DFIs, is more likely to ‘crowd in’ private 

investment. Furthermore, DFIs can take on risks, which improve the risk-reward ratios for private 

investors (ibid., 2018). In this way, DFI financing may stimulate and complement – rather than 

compete with – private investment. However, the challenge remains to attribute additionality 

when multiple investors are involved (Attridge & Gouett, 2019). This is further complicated by 

different definitions of additionality used in the development finance community (Kenny & Moss, 

2020). 

 
EDFIs are not strictly ‘new,’ but until recently, and despite having a development mandate, they 

have not played a leading role in the dialogue on financing for development (Savoy et al., 2016; 
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Romero & Kwakkenbos, 2019). Partly, this because they have not been recognized as achieving 

important “development outcomes” (Savoy et al., 2016). In the last 20 years, however, this has 

changed following the emerging policy consensus that the private sector has a crucial role in 

achieving development outcomes. Whilst for long they have operated in silos, DFIs are now at 

the center of the evolving consensus around the private sector’s role in achieving development 

objectives (Romero & Kwakkenbos, 2019).  

 
Flows from DFIs to support private sector operations have grown rapidly since the start of the 

millennium and are of increasing influence in the development architecture. The combined 

portfolio of committed investments by members of the Association of European Development 

Finance Institutions (EDFI) totaled €37.2 billion at the end of 2017, representing a more than 

three-fold increase over the past decade from €10.9 billion at the end of 2005 (EDFI, 2019b). As 

more development finance is invested in DFIs and by DFIs, they are also expected to play an 

important role in catalyzing the private investment required to meet the SDGs (Attridge & 

Gouett, 2019). Correspondingly, the expansion of BF has elevated the role of EDFIs in the 

European development financial architecture and the role of these DFIs in EU development policy 

(Bayliss et al., 2020). The next section will look at the transformation of EU development 

cooperation and examine the increased role of EDFIs in providing development finance through 

blending mechanisms. 

 

2.5 The European Union and the Transformation of Development Finance 
Europe is the largest donor, providing about 57% of the total global development assistance (EC, 

2019a). The present European development finance architecture is a complex system composed 

of many different actors (Wieser et al., 2019). It has a natural center around the EU-level 

institutions, mainly the EC and to a lesser extent the European Investment Bank (EIB) and the 

EBRD, but also includes national development finance institutions – EDFIs – embedded in the EU 

financial system and with important roles in both public and private sector financing. 

 
The GFC – and resulting budget deficits – followed by wide-ranging austerity measures and 

economic slowdown, have decreased EU donors’ capacity to rely too heavily on grants in their 

development assistance (Bilal & Große-Puppendahl, 2016). Downward pressures on aid budgets 
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joined with growing channeling of funds to tackle the perceived migration crisis2 have led many 

donors to rethink their approach to development cooperation (ibid., 2016). Simultaneously, this 

has led the EU to reassess its approach to promoting more investments and finance that 

effectively contribute to sustainable development (EC, 2016). Subsequently, at the European 

level, the EU has increasingly relied on the EIB and EDFIs; and at the international level, it has 

engaged with regional development banks such as the African Development Bank (AfDB) and 

international DFIs such as the IFC (Bilal & Große-Puppendahl, 2016). EC President Ursula von der 

Leyen expressed the ambition to have “a stronger Europe in the world” and called her 

Commission a “Geopolitical Commission” (Teevan & Sherriff, 2019: 1). This implies a desire to 

ensure that EU’s external action becomes more strategic and coherent (EC, 2019b), which is, 

among other things, reflected in an increasing focus on leveraging public money to attract private 

investment, most evidently with regards to Africa (Teevan & Sherriff, 2019).  

 
The EU is leading the promotion of BF (Bayliss et al., 2020). Since 2007, the EC has established 

eight regional blending facilities in all the areas it covers through its development cooperation 

(Gavas & Timmis, 2019). Additionally, various thematic BF initiatives have been introduced, 

including the Agriculture Financing Initiative (AgriFI) (Blomeyer et al., 2017). These facilities are 

funded from the EU budget’s relevant financial instruments and the European Development Fund 

(EDF). In 2017, the EU launched an ambitious investment mobilization program in Africa and the 

Neighborhood: The External Investment Plan (EIP), which aims to boost the size, impact, and 

coherence of EU’s external investment (Gavas & Timmis, 2019). Investments under the EIP are 

mobilized through the European Fund for Sustainable Development (EFSD), which combines a 

guarantee with blending activities to overcome obstacles to private investment by addressing 

the risks involved (EC, 2017; EC, 2018c). The proposals outlined for the EU’s next long-term 

budget – the Multiannual Financial Framework (MFF) 2021-2027 – are set to further anchor the 

EU as a global leader in BF, with an increased focus on the MFF’s Neighborhood, Development 

and International Cooperation Instrument (NDICI) (Bilal, 2019).  

 

 
2 One of the main rationales for the EU to scale up blended finance mechanisms that target the SSA-region is found 
in its policymakers’ belief that this will tackle some of the root causes of migration in Africa. 
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The EC has outlined its vision and ambitions in its ‘Communication Towards a more efficient 

financial architecture for investment outside the European Union’. The document explains its key 

role in steering and managing what it calls a ‘Reinforced EU’s external investment architecture’ 

(see Figure 2) (ibid., 2019). 

 
Figure 2. Architecture for the European Union’s external investment. 

 

Source: European Commission (2018b) 

 

Bayliss et al. (2020: 18) define the creation of the EFSD as a significant milestone in EU BF as “its 

creation led to a much larger deployment of risk-sharing instruments, the amount of EU 

contributions has been substantially scaled up, larger projects are being financed, more projects 

are allocated to private sector development and the projects have been able to mobilize 

considerable private financial resources”. Indeed, one of the rationales for the EIP and EFSD has 

been to induce multilateral development banks (MDBs)/DFIs to undertake investments in more 

risky and difficult countries or types of projects. However, despite the perspective of high 

development impact, the evidence thus far demonstrates that MDBs/DFIs tend to focus a smaller 

part of their investments on LICs and Least Developed Countries (LDCs) (Bilal, 2019). An OECD 

survey found that blended finance mainly targets middle-income countries, with 77% of the USD 
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81 billion in private resources mobilized by public development finance between 2012 and 2015 

going to middle-income countries (MICs) and only 7% to LDCs (Benn et al., 2017). Similarly, a 

recent report by IFC (2018) indicates that poorer countries accounted for less than 4% of long-

term financing for private direct mobilization by MDBs and DFIs worldwide, around 2% in the 

case of the EIB and 9% for the EDFI (see Table 1). 

 
Table 1. Private direct mobilization by European MDBs and DFIs in 2017 (US$, million). 

Organization Total Low- & Middle- 
income countries 

LICs & LDCs Africa 

EIB 36776,5 4977,1 809,5 1244,4 

EBRD 801,8 664,9 N/A 1 

EDFI 1067,5 1067,5 99,8 324,6 

Total worldwide 51997,5 1913,5 1853,9 3,714 

Source: International Finance Corporation (2018) 

 
Following a Franco-German initiative3 (France Diplomacy, 2018), the Council established a High-

level Group of Wise Persons on the European financial architecture for development to produce 

an independent report on the challenges and opportunities for improving the European 

development finance architecture and possible scenarios for it to progress (Wieser et al., 2019). 

The report defined EDFIs as a fundamental pillar of the European financial architecture (ibid., 

2019). The relative weight of EDFIs in the overall EU development architecture has seen grown 

significantly over time, and their role is becoming more critical. They implement the majority of 

EU's blended finance activities and have had an important role in deploying the guarantees 

available under the EFSD. They committed more than 27 billion EUR of new finance in 2018. They 

deliver close to 60% of all European concessional lending to the public and private sector 

worldwide and even more than 80% in Sub-Saharan Africa (ibid., 2019). Furthermore, EDFIs play 

an important role in creating jobs in the poorest economies. Attridge and Engen (2019) 

demonstrate that in 2017 EDFIs collectively supported 2 million jobs directly and indirectly 

supported 3.4 million jobs. It is estimated that around 2 million of these jobs were created in 

Africa (ibid., 2019).  

 
3 See the Meseberg Declaration: a joint Franco-German declaration adopted during the Franco-German Council of 
Ministers. 



 19 

Thus, following the EU’s private turn in development, EDFIs have become key players in 

leveraging private finance for development (Bayliss et al., 2020). As the EU prepares to drastically 

expand its deployment of blended finance, guarantees, and other risk-sharing tools within the 

forthcoming MFF, EDFIs are expected to enhance their role as key players in leveraging private 

finance for development in the EU development financial architecture. The next section will 

examine the historical relationship between global crises and foreign aid and look at the role 

played by EDFIs in the GFC. 

 

2.6 Development Finance Institutions and the Global Financial Crisis 
Throughout history, development practice has responded to real-world events, including 

economic and financial crises, wars and conflicts, and societal transformations (OECD, 2019a). In 

almost every decade since ODA began being officially recorded in the aftermath of World War II, 

the world was faced with major economic crises (Ahmad et al., 2020). These crises have had a 

significant impact on development thinking. A recent OECD study finds that ODA remained the 

most stable source of external financing throughout periods of crisis, particularly compared to 

private flows, which have showed to be more sensitive to economic shocks (see Figure 3) (Ahmad 

et al., 2020). For example, the GFC showed that external finance to low- and middle-income 

countries is vulnerable to shocks. During the GFC, portfolio and other investment inflows 

instantly dropped (or even reversed to negative), while remittances and FDI decreased with a 

delay of one year (OECD, 2020b).  

 

Previous research suggests that DFI investments can be countercyclical and can potentially act as 

a buffer in crisis (Luna-Martínez, 2017). Evidence shows that the behavior of the financial system 

is procyclical. This means that in a crisis, credit provision decreases more than it increases in times 

of economic growth (Além & Madeira, 2015). Brei and Schclarek (2013; 2015) found that 

normally the growth rate of lending is higher for private banks than for public sector banks. 

However, during financial crises, private banks’ lending rates shrink while that of public banks 

grow. Besides, Mazzucato and Penna (2016) and Turner (2015) argue that private banks’ 

procyclical behavior is reinforced by the fact that these banks have become increasingly focused 
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on short- term profits. This means that they target low-risk, short-term gains, being less 

interested in financing long-term, innovative projects with a higher development impact. 

 

Figure 3. Total net resource flows from Development Assistance Committee (DAC) countries to 

developing countries. 

 

Source: OECD (2020a) 

 

The GFC was a turning point in the financial sector’s history in that it gave the DFI-business model 

more validation (Kleiterp, 2016). Before the crisis, Te Velde and Warner (2007) argued that one 

of the main bottlenecks for DFIs to scale up investments in poorer countries was a lack of 

sufficiently bankable projects. During the crisis, international commercial banks withdrew from 

developing countries due to the increased perceived risks. Te Velde (2011) found that the 

reduction in commercial bank investments in developing countries was, in some cases, replaced 

by investments from DFIs. Thereby, they played an important countercyclical role by scaling up 

their lending operations when private FIs experienced temporary difficulties in providing credit 

(Luna-Martinez, 2017). For example, Luna-Martínez and Vicente (2012) found that between the 

end of 2007 and the end of 2009, the combined loan portfolio of DFIs increased from 1.16 trillion 

USD to US 1.58 trillion USD – a 36% increase compared to a 10% increase in private bank credit 

for the countries surveyed (ibid., 2012). Similar evidence is found by a Dalberg (2010) report that 

argues that EDFIs’ SSA-portfolio increased by about 10% from 2007 to 2008. Interestingly, Luna-

Martínez and Vicente (2012) found that DFIs not only increased financing to their existing 
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customers but also to new customers from private commercial banks that faced temporary 

difficulties in refinancing their loans or acquiring new lines of credit. Moreover, in the aftermath 

of the GFC, the loan portfolio of more than two-thirds of DFIs continued to expand at double-

digit growth rates (Luna-Martínez, 2017). Te Velde (2011) also found that DFI investments tended 

to complement rather than replicate private investment patterns, being concentrated in 

countries with lower levels of FDI. Nevertheless, his research highlighted that not all DFIs were 

countercyclical during the GFC: while EDFIs portfolios increased by 14% in 2009 (compared to 

12% in 2008 and 21% in 2007), there was no growth in the case of the IFC (ibid., 2011).  

 
Previous research, thus, demonstrates the important role of DFIs in sustaining growth during and 

in the aftermath of financial crises when private sector investments experience dramatic 

contractions (Ocampo & Griffith-Jones, 2019). This is especially crucial to help uphold long-term 

investment, thus ensuring the continuity of existing projects and starting new ones. It should also 

help mitigate the business cycle and prevent financial crises from deepening (Rezende, 2015). 

Furthermore, the countercyclical behavior of EDFIs has contributed to a more balanced 

appreciation of their role and mandate (Luna-Martínez, 2017). 

3 Methodology 

3.1 Philosophy of Science 
The world is increasingly facing global major, ‘wicked problems’ (Mingers, 2015). To mention but 

a few: climate change, the financial/economic crisis, food insecurity, and, most recently, the 

outbreak of a global pandemic (Schulte, 2020).  Wicked problems are systemic, real-world 

problems that are characterized by their complex, interconnected and multidisciplinary nature. 

To solve these problems, we need to go beyond the fragmented disciplinary silos and apply an 

interdisciplinary perspective (Danermark, 2019). 

 
Mingers (2015) states that both the positivist and constructivist philosophies have failed at doing 

this. For positivists, a fundamental assumption is that facts and values must stay separated – it is 

impossible to obtain an “ought” from an “is”. This belief of value-freedom is believed to be one 

of the characteristics of science. As such, it validates a research agenda that maintains that only 
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“facts” or means to ends should be considered, but not ends in themselves. As argued by 

Danermark (2019), this positivist approach leads to the exclusion of important parts of the 

problem by cutting down the research to empirical factors and correlations, which is also referred 

to as the epistemic fallacy (ibid., 2019). Constructivists, on the other hand, can and do consider 

values. However, their relativist approach makes it difficult to produce an independent 

standpoint from which critical assessments of ethical viewpoints could be made. As argued by 

Danermark (2019), their epistemological relativism, thereby, leads to a judgmental relativism 

that all standpoints have to be understood as equally legitimate.  

 
Instead, Mingers (2015: 320) argues that we have to become critical realists in “accepting the 

ontology of a causally efficacious world that is independent of us whilst recognizing the 

epistemological limitations on our access to it.” Critical realism has attracted significant interest 

in the domain of social science and in business and development studies more explicitly (Bhaskar 

et al., 2010; Mingers, 2015). This is mainly because it offers a way out of the unfruitful standoff 

between positivism and constructivism that has dominated the social sciences and contributed 

to the wicked problems discussed before (ibid., 2015). Critical realism argues that social science 

is inevitably value-laden – and thus not value-free – and no attempt should be made to fix or get 

around this by, for example, re-defining events in neutral terms (Bhaskar, 1993; Mingers, 2015). 

 
The COVID-19 pandemic reminds us of the grand global inequalities and challenges that we 

continue to confront, as matters related to the destruction of natural habitats, uncertain 

economic situations, and continuing inequality have both added to and worsened the current 

pandemic (Jeppesen & Miklian, 2020; Schulte, 2020). Thus, the critical realist view on research 

entails that knowledge for COVID-19 – and for a sustainable response to it – must include a 

variety of disciplines ranging from health and climate science to the social science understanding 

of social structures. 

 
In the context of a ‘planet under pressure’ because of unbalanced human-environment 

interactions (Nyhus et al., 2019), critical realism thus presents an opportunity to – through 

interdisciplinarity – build towards iterative solutions for the wicked problems we face. 
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Furthermore, it can assist us in remaining critical towards recent developments in development 

cooperation by giving center stage to the goal of sustainable human well-being (Costanza, 2010). 

In an attempt to contribute to the role of bilateral DFIs in mitigating the impact of COVID-19 on 

private-sector jobs in East Africa, this study thus departs from this critical realist epistemology. It 

acknowledges the importance of interdisciplinarity by building on an integrated approach that 

unites different disciplines – be it business, political science, and development studies – and 

stakeholder groups. 

 

3.2 Positionality and interview-based research 
As Sumner and Tribe (2008) pointed out, an important issue for development researchers to 

reflect upon is that of ‘positionality’. By this, they mean “individual and group backgrounds or 

‘identities’ (our race, gender, age, nationality, social and economic status, and other 

characteristics) which directly and indirectly influence our experiences, values, preconceptions, 

ideology, interpretations and research” (ibid., 2008: 4). In engaging with development studies – 

be it through interdisciplinary research in combination with business studies and political science 

– it is important to be reflective on my positionality, as it has often been argued that the discipline 

of development studies imposes its – principally western – ideas on ‘the non-western Other’ 

(ibid., 2008). In addition to this, I engage in exploratory interview-based research. According to 

Reiter (2017: 139), we can only engage in this type of research “if we are fully aware of where 

we come from, about what our positionality is and what are our limits are.”  Furthermore, the 

quality of the interview findings depends on my access to data, i.e. interview subjects. Thus, all 

these factors combined, it is important to be concerned about and reflect on the effects of 

positionality on the research process (Mosley, 2013).  

 
First, my positionality is affected by my political science background and strong interest in cross-

disciplinary research. This is reflected in the decision to pursue a master’s degree in International 

Business and Politics, combined with electives in development studies after completing my 

bachelor’s in Political Science. It is widely argued that research should be inter-disciplinary (see 

Mingers, 2015; Danermark, 2019; Nyhus et al., 2019), and this research study takes this position 

by combining these disciplines. Additionally, I am Dutch, study at Copenhagen Business School, 
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Denmark and I am influenced by the context of a post-colonial world. I am aware and fully 

acknowledge that my relationship with the interviewees is affected in part by my own economic, 

social and cultural background and is shaped by my own roles and background race, gender, age, 

nationality, social and economic status, and other characteristics. Furthermore, I am male and I 

am aware that that shapes my understanding of gender.  

 
Bearing both personal traits and disciplinary background in mind, I also acknowledge that other 

researchers using very similar research designs to mine will end up with different sets of interview 

data. This difference could be explained by various factors such as variation in access, the 

differences in information collected throughout the interview process, and the way I interpret 

the data (Mosley, 2013). This study argues in line with the idea that knowledge of social worlds 

develops from the achievement of mutual understanding (ibid., 2013). For this to be present, 

there must be a level of trust between the interviewer and interviewee. My traits and academic 

background influence my capacity to build rapport and, thereby, also have important 

implications for the snowball sampling technique’s success heavily relied on in this research. To 

give another example, being a man – researching in a male-dominated world of agricultural 

development finance – might have made it easier for me to have interview subjects agree to an 

interview than if I would have been a woman. In sum, it should be made clear that I recognize 

that my background and experiences inevitably shape my writing and the way I engage in 

research. Perhaps the most important issue here is that my writing should, at all times, be 

reflective, open, and with explicit acknowledgment of my limitations. 

 

3.3 Research design 
 

3.3.1 The exploratory study 
Exploratory research in social science has been defined in different ways,4 but its core, as 

formulated by Richard Swedberg (2018: 2), consists in “an attempt to discover something new 

and interesting, by working your way through a research topic”. Doing this type of research is 

risky by definition since it impossible to know before if the research will generate innovative 

 
4 See Swedberg (2018) for historical reflections on the exploratory study, its origins and an overview of definitions. 
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findings (ibid., 2018). As data analysis in conversation analytic studies usually progresses 

inductively, the researcher normally does not know at the outset of the research what exactly 

the phenomena are that she or he is going to focus on (Peräkylä, 2004).  

 

Political science research and social science are dominated by confirmatory research (Reiter, 

2017; Swedberg, 2018). Most social scientists use quantitative or qualitative methods to validate 

their hypotheses (Reiter, 2017). Consequently, most social science research aims at discovering 

the causal claim, and, thereby, ignores initial forms of explorations (Swedberg, 2018). Following 

the recent outbreak of the COVID-19 pandemic, an upsurge in research trying to say something 

new, and not just repeat what is already known, is not only likely to take place, but also necessary 

to provide answers to the many uncertainties and wicked problems we face. 

 

This research could be characterized as a version of the exploratory study that is also referred to 

as the standard exploratory study – an exploratory study of a topic that has not been researched 

before – which has as its goal to make a first attempt to research an area that is currently little 

known (Swedberg, 2018). In this particular study, that objective is two-fold: one the one hand, 

the study aims to explore the impact of COVID-19 on the operations of EDFIs and development 

finance more broadly. On the other hand, the study aims to discover pathways in which EDFIs 

can mitigate the impact of COVID-19 on private-sector jobs in SSA. Thereby, it also has a clear 

policy objective, in the sense that it aims to contribute to future policymaking on the role of EDFIs 

in development finance and in development cooperation more broadly. 

 

3.3.2 Open-ended, semi-structured interviews as means of data collection 
This study uses online interviews as the main method to capture the impact of COVID-19 on 

bilateral DFIs and their potential in mitigating the impact of the COVID-crisis on private-sector 

jobs in Sub-Saharan Africa. An online or virtual interview is “a structured conversation, consisting 

of the question set, an interviewer, an interviewee, and the technology used to conduct and 

record the interview” (Maddox, 2020: 22). The interview method is a method that is often used 

in exploratory studies. Open-ended interviews or exploratory interviews are known as an 

important method for the exploratory study, as it allows the researcher to collect a much deeper 
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set of answers (Swedberg, 2018). Wide disagreement exists in development finance – especially 

with regards to the role of the private sector – and, more specifically, the potential of this private 

sector to generate agricultural development. Therefore, open-ended, semi-structured interviews 

offer useful insights in exploring these disagreements and will be the central method applied in 

this study. As pointed out by Lynch (2013), interview data have particular strengths that other 

forms of data may lack: well-conducted interviews give access to information about respondents’ 

experiences and motivations that are often not available in the public or documentary record as 

they allow us to comprehend beliefs and ways of thinking with a significant level of detail.  

 

3.3.3 A non-random sampling technique 
The research design for conducting interviews is largely determined by the intended use of the 

data. Therefore, choices about sampling techniques and the specific content of research 

questions must match with the objectives of the project (Lynch, 2013). Besides, the sampling 

methods employed in the interview research are vital in determining whether and how interview 

data can be used to improve the validity of interview-based and multi-method research (ibid., 

2013). Lynch (2013) argued that a non-random sample is best suited for exploratory research to 

generate future hypotheses. Two types of sampling techniques within this non-random sample 

study can be identified: purposive sampling and snowball sampling. 

 
Purposive sampling, sometimes called judgment sampling, is a form of non-random sampling that 

entails selecting a population’s elements according to specific characteristics considered 

important to the analysis (Lynch, 2013). In this study, the participants’ population exists in 

development finance practitioners. After identifying the relevant population of actors involved 

in a process, researchers can focus on the different classes of actors within the general 

population. This helps to ensure that researchers receive balanced information from a broad 

range of perspectives (ibid., 2013). In line with this and to allow for a better understanding of the 

development finance architecture, a wide variety of development actors was included in the 

sample (e.g., multilateral development banks, international organizations, national government 

actors, EU actors, NGOs, and academics). In this selection process, both proponents and 

opponents of bilateral DFIs were identified to ensure balanced information collection. After an 



 27 

intensive research process, a list of approximately 90 interviewee targets was composed. 

Subsequently, I reached out to approximately 50 out of those 90 pre-identified interviewee 

targets. In case the email address of the targeted interviewees was known (either through a 

search on the internet or through existing contacts from previous internship experiences), the 

first contact with the interviewees was made through email. In case the email was unknown, the 

first contact was established through LinkedIn. A short text message was composed of 1. Why I 

was reaching out; 2. The purpose of the research; 3. An informal request for an interview. This 

strategy turned out to be successful and secured 11 interviews. 

 
The second non-random sampling technique that was applied is the technique of snowball 

sampling. This refers to “the process of seeking additional interview leads from one's 

interviewees” (Lynch, 2013: 87). In an environment where it can be hard to get hold of 

interviewees, the technique has a clear advantage (ibid., 2013). Important actors approached 

with a referral in hand have a higher tendency to say yes to an interview request than those 

approached through ‘cold calls’. Besides, if the original interviewee was a useful source, then 

they are expected to refer the researcher to another experienced person.  

 
A critique of this strategy is that the researcher risks getting caught within a network of 

interlinked interviewees who understand the world through the same lens (Lynch, 2013). 

Snowball sampling thus clearly introduces the possibility of bias because the original interviewee 

and subsequent contacts may share similar views on the interview (ibid., 2013). In this study, 

these problems are mitigated by applying snowball sampling in combination with the purposive 

sampling technique, which led to a selection of initial interviewees from a wide variety of 

backgrounds. First, access to actors within these different networks was established following a 

purposive sampling technique. After, the snowball sampling technique was applied to these 

initial interviewees coming from different networks inheriting different viewpoints. 

Subsequently, snowball sampling allowed for a significantly better understanding of these 

particular networks. Thereby, the risk of relying too heavily on information obtained from one 

person's referrals was mitigated, increasing reliability. In addition to the 11 interviews obtained 

through purposive sampling, the snowball sampling technique led to an additional 10 interviews. 
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One of the interviews was conducted with a pre-existing contact, totaling 22 interviews. In 

reflecting upon the sample, one can conclude that the distribution between interviews 

conducted through purposive and snowball sampling is mostly equal. Thus, the study succeeded 

in balancing out the trade-offs between these two sampling methods. 

 

3.3.4 Interview situation and process 
The exploratory study was conducted between 2 June and the 28 July 2020 with participants from 

The Netherlands, Denmark, France, Belgium, Italy, India, the United States, and Canada. In sum, 

22 individuals were interviewed, representing 15 different organizations currently operating 

from the Netherlands, Denmark, the United States, Italy, Belgium, Kenya, South Africa, 

Afghanistan, and Haiti. The descriptive characteristics of all participants are shown in the 

Interview Methods Table in Appendix 2. 

 
All the interviews were started with a summary statement to restate what the interview is about, 

followed by asking the interviewees if they were comfortable to proceed with it. Before the 

interview, an email was sent with basic information, confirming interview length, style, and 

program used to conduct the interview. During the interview, a set of questions – characterized 

by Spradley (1979) as ‘Grand Tour Questions’ – was asked to all interview subjects. These 

questions ask respondents to give a verbal tour of something they have expertise on. An example 

of a Grand Tour Question that was asked to all participants is: “Can you walk me through the shift 

to the private sector in development cooperation and how you have experienced this?” This type 

of question’s main benefit is that it gets respondents talking, but in a relatively focused way 

(Leech, 2002). Before closing each interview, I would ask the interviewees if they could 

recommend someone within their networks that would also be relevant for me to speak to. After 

this last question was asked, the interviewee was asked if there is anything more she or he would 

like to add. Subsequently, the interviewee was thanked for her or his time and next steps (i.e. 

result sharing) were discussed (Maddox, 2020).  

 

3.3.5 Saturation 
The crucial element in the interview process is reaching the point of saturation. At saturation, 

each new interview within and across networks reveals no new information about a political or 
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policymaking process (Guest et al., 2006). If respondents restate the same causal process as 

previous interviewees, if there is agreement across networks (or predictable disagreement), and 

if recommendations for further interviewees mirror the list of people the researcher has already 

interviewed, then researchers have reached the point of saturation. Although saturation has not 

been reached on all indicators, considerable saturation has been reached on some of them. At 

the time of writing this (21 June 2020), the COVID-19 pandemic is still having a profound 

economic and social impact. Therefore, one might argue that as long as the pandemic is ongoing, 

the point of saturation will never be reached as any interview conducted at this point might lead 

to new insights on the impact of COVID-19 on bilateral DFIs.  

 
Additionally, after each interview, I would add my interviewees as a ‘connection’ on my LinkedIn 

account. On the one hand, this would help prospective interviewees that are part of these 

networks (i.e. through mutual connections) to ascertain my credibility and take me and the 

research seriously. On the other hand, it helped in understanding the networks and contributed 

to achieving saturation. To explain this, there is strong cooperation among the different MDBs 

and DFIs, and between these financial institutions and government bodies and NGOs. At a certain 

point in the interview process, I would have at least one mutual connection with every 

prospective interviewee that I would reach out to, regardless of their organizational and 

professional background. This was a sign for me that I was successfully entering the ‘development 

finance network.’ 

 

3.3.6 Qualitative content analysis as a means of data analysis 
To analyze the interview material, this study uses the qualitative content analysis method 

(Mayring, 2000; Wünderlich, 2009). As defined by Mayring (2000: 5), qualitative content analysis 

is “an approach of empirical, methodological controlled analysis of texts within their context of 

communication, following content analytical rules and step by step models, without rash 

quantification.”  

 
Out of 21 interview sessions, one of which involved two interviewees, 20 were audiotaped and 

transcribed verbatim in English or Dutch. Nine were conducted in Dutch (my mother tongue) and 

the remaining thirteen were conducted in English. While the Dutch interviews were transcribed 
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manually, the English interviews were transcribed automatically using Microsoft Stream. Two 

participants declined the request to record interviews due to the subject’s sensitive nature, but 

detailed notes were taken during the interviews. The transcribed versions of the interviews, 

notes, and tapes constitute the material for the subsequent interpretation of meaning via 

qualitative content analysis (Mayring, 2000). 

 
The material was coded using an inductive approach of category development according to the 

qualitative content analysis (Mayring, 2000). The final coding scheme consists of 7 main 

categories and 20 subcategories (see Appendix 3). The categories were created in an iterative 

process with constant revision of the coding and the tentative categories. In this qualitative 

content analysis method, it is of central interest to develop the categories as closely connected 

as possible to the material. The main idea of the procedure is to formulate a standard of 

definition, derived from the literature review and research questions, which subsequently 

defines the aspects of the textual material taken into account. Following this standard, the 

categories are gradually deduced from the material. By working through feedback loops, those 

categories are revised, eventually reduced to main categories and checked according to their 

reliability (ibid., 2000). Considering the exploratory nature of this study, the constant revision 

within the analysis process through feedback loops is of particular importance.5  

 

3.4 Challenges 
 

3.4.1 Reshaping the research design in a global pandemic 
COVID-19 led to the unprecedented task to revisit, rethink, and rearticulate my position as a 

researcher, rethink how I engage with my research field, and re-frame the initial research 

question and objectives of the study to be reflective of the new difficulties created by COVID-19. 

Central to these challenges is my position regarding access to the field and interaction and 

engagement with this remote field (Hussain, 2020). Just as the relevant actors within the field of 

development finance and the broader landscape of international development cooperation, 

COVID-19 has forced me to actively and progressively adapt my actions in response to crisis 

 
5 Consult Mayring (2002) for an in-depth explanation of the specific steps in the qualitative content analysis and a 
visualization of the inductive category development step model. 
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situations. Initially, the plan was laid out to travel around Northern Europe to meet for face-to-

face interviews with some of the research objects. Furthermore, being a native Dutch and having 

contacts from previous experience within the Dutch Ministry of Foreign Affairs both within the 

ministry of Foreign Affairs and the Dutch Development Bank would have made it easy to meet 

with them face-to-face. Besides, I would have been exposed to more personnel, making it easier 

to get hold of more people within these organizations.  

 

An important consequence of having to conduct interviews virtually, as opposed to conducting 

interviews face-to-face, lies in the difficulty to establish rapport with the subject from afar 

(Mosley, 2013). Subsequently, this can limit the depth and accuracy of the information offered. 

According to Leech (2002), what you want to know is equally important to what you already know 

in an interview. The former determines which questions you will ask, while the latter determines 

how you ask them. However, without rapport, even the best-phrased questions can fail to 

produce the intended effect and result in brief, uninformative answers. The interview guide was 

constructed to anticipate the differences between an online interview and in-person interview 

and paid close attention to rapport building. Before each interview, the interview guide’s 

questions were adapted and personalized to suit each participant. This required an in-depth 

analysis of the interviewee and the organization she or he is working for to the best extent 

possible (e.g., reviewing publications, recent blog posts, and Twitter and LinkedIn activity).  Most 

notably, the first five to ten minutes of each interview were used to speak about how they 

perceive the current COVID-situation, how this has changed the way they (perceive) work and 

what the prospects are for the countries they are situated in. This often led to interesting 

discussions in which questions were asked to me – the interviewer – about what it means for me 

to do research in such an environment and how my life is impacted here in Copenhagen. Not only 

was it fascinating and relevant for me to have these discussions and acquire these insights, but it 

also contributed massively to building rapport with the interviewees.  

 

3.4.2 The power of the interviewer 
Power shapes the process of interview research from beginning to end, from the initial 

formulation of the research question to the final dissemination of results (MacLean, 2013). Most 
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notably, it is important to reflect on the power of the interviewer vis-a-vis the interviewee. In 

reflecting on power dynamics regarding the research environment created by the COVID-

pandemic, I argue that there are important trade-offs between virtual and face-to-face 

interviews. As opposed to face-to-face interviews, virtual interviews lack much of the contextual 

information important for interpreting interview data (Mosley, 2013). The researcher develops 

an understanding of how to interpret data from observing the respondent’s situation. Related, 

virtual interviewing may bound the presence of interviewer effects created when the 

researcher’s characteristics influence the type of information gathered (ibid., 2013). In this 

respect, one should consider the interviewee’s body language and attributes in the room (i.e. 

posters, books, and reports) that provide hidden information that could not be acquired virtually. 

Subsequently, these attributes empower the researcher to get her or his hands on important 

informal observational data without explicitly speaking about them.  

 

However, there might also be a positive effect of meeting virtually on power between 

interviewee and interviewer. Considering, on the one hand, that I am a master’s student soon to 

be starting my professional career, whilst, on the other hand, the majority of interviewees 

occupies a senior or managerial position, it might be assumed that I am dealing with a skewed 

relation of power. That is to say that my research participants have all operated within the field 

of development finance for many years. Consequently, the majority will consider themselves 

experts on the subject matter. When I would meet my interviewees face-to-face, in their 

professional work setting, in their office, behind their desk, this would undoubtedly shape the 

power dynamics between me – the interviewer – and the interviewee in her or his natural habitat 

where she or he might feel most powerful. This would affect the power balance in their favor. 

Due to COVID, all interviews took place on the virtual, under circumstances were both the 

interviewee and the interviewer participated from their homes. I believe that this might have had 

an equalizing effect on the power dynamics between interviewer and interviewee, which, in my 

opinion, is worth the trade-off against informal observational data that could have been obtained 

through face-to-face interviews. 
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3.4.3 Male/Female ratio 
When analyzing the sample, it becomes clear that out of the 22 interview subjects, five are female 

and 17 are male. One possible explanation for this male-dominated sample is found in the 

strategy of snowball sampling. When looking at the referrals, it becomes clear that only one man 

has referred me to a woman, while the female interviewees all referred me to other women (i.e., 

out of ten referrals, eight referred to a man and two referred to a woman). Another explanation 

for this skewed ratio could be found in the observation that the development finance space is a 

male-dominated world. An IMF report on women in finance by Sahay and Čihák (2018) finds that 

women hold less than 20 percent of board seats of banks and banking-supervision agencies 

globally.  

 
Following these observations, it might thus be concluded that the sample in the current study is 

representable for the male/female ratio in the development finance space in practice. Although 

I became aware of this skewed sample ratio throughout the interview process and an effort was 

made to recruit more women, he found himself constrained by time to recruit and interview 

more women to equalize this ratio further. Considering that the current study is a master’s thesis, 

there are clear boundaries to how much data I can transcribe and analyze. However, it should 

not go unnoticed that further research should pay close attention to and make a considerable 

effort in closing this gender gap in development finance. 

 

3.4.4 Validity and reliability 
As is pointed out by Kirk and Miller (1986) and Silverman (2001), reliability and validity are critical 

issues because they have important implications for the objectivity and credibility of research. 

The validity of research concerns “the interpretation of observations: whether or not the 

researcher is calling what is measured by the right name” (Peräkylä, 2004: 289). Regarding 

interview research, Mosley (2013) noted that the interview instrument’s validity depends on the 

accuracy of information provided by the informant. Researchers can use what they have learned 

in previous interviews to check the validity of future interviews (Fujii, 2010). Indeed, one of the 

benefits is that the researcher is aware of the context in which they are conducted, and of how 

informants might attempt to frame their answers or avoid specific questions. This is much more 
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information than users of quantitative indicators usually have. In reflecting on the method of 

virtual interviewing, it is noteworthy that most of the interviews (20/22) were performed with a 

camera, therefore allowing me to observe the interviewees’ mimic and facial expression. This has 

been of great added value as sometimes the interviewees responded with a particular facial 

expression to a question that helped put answers into perspective and helped in framing a follow-

up question. This is particularly important as it collects what interviewees directly express and 

allows for collecting what is said between the lines. Thus, applying this technique helped me to 

safeguard the validity of the information provided in the interviews and better understand the 

social context in which questions were answered. 

 
Kirk and Miller (1986: 20) define reliability as “the degree to which the finding is independent of 

accidental circumstances of the research”. Concerning interview research, the quality of the 

recordings and transcripts has important implications for the reliability of conversation analytic 

research (Silverman, 2004). As Kirk and Miller (1986) pointed out, recordings and transcripts can 

provide for highly detailed and publicly accessible representations of social interaction. This 

allows the researcher to study the material again and again and, consequently, it allows other 

researchers to review the interview data. Since all but two interviews in this study have been 

recorded, the research design allows other researchers to replicate the study. At the same time, 

the interview experience’s interpersonal character can raise concerns about the objectivity or 

reliability of data that results from that process. Therefore, it is important that the researcher 

defends against hearing what she or he wants to hear (Mosley, 2013). In order to take advantage 

of the strengths of interview data and mitigate the weaknesses, this thesis employs various 

triangulation strategies, all of which evaluate interview data in light of other empirical material 

in order to evaluate how well interview findings correspond with academic studies of similar 

phenomena (ibid., 2013). In addition to interview-based research, this study relies on secondary 

evidence from three sources: (1) academic publications, including literature on the changing role 

of the private sector in development, blended finance, financing for agriculture, PPPs, and the 

evolution of DFIs (2) third-party publications, such as (case study) reports and policy-briefs by 

DFIs, IFIs, government publications, NGO publications, and relevant media coverage, and (3) 

three webinars in which the impact of COVID on development is discussed by various 
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development actors.6 Similar to the interviews, the webinar audio files were subtracted from the 

internet, the caption files were autogenerated in Microsoft Stream, and the data was analyzed 

and coded with the help of NViVo 12 – a qualitative data analysis software package that supports 

the text interpretation (Jackson & Bazeley, 2019). Using this tool has significantly helped in 

managing and organizing the data as well as managing my ideas. 

 

4. Analysis 
The analysis chapter is divided into three sub-chapters. The first sub-chapter will start by 

providing an overview of the immediate impact of the COVID-crisis on SSA’s private sector. 

Subsequently, this sub-chapter will examine ways in which EDFIs are impacted by the crisis. With 

that knowledge at hand, the second sub-chapter will examine how public-private partnership 

trends set in motion before the crisis, in which EDFIs play a central role, are accelerated by the 

crisis. The third sub-chapter will then move to an assessment of the current state of blended 

finance for agriculture and the role played by EDFIs herein. 

 

4.1 The immediate impact of the COVID-crisis 
 

4.1.1 The socio-economic impact of the COVID-19 crisis on sub-Saharan Africa 
Beginning as a health crisis, the COVID-crisis has evolved into an economic crisis affecting 

financial flows, with the possibility of resulting in a political crisis in some countries (Devermont, 

2020). “This is by far the largest and deepest crisis I have seen in my career,” said Broekhuizen, 

CFO of FMO (AFIFORUM, 2020). “I've seen a lot of financial crises, but now the combination of a 

health crisis with the lockdowns and the economic effect of the lockdowns resulting in large 

capital outflows, the oil price, the commodity prices, devaluations of currencies and no clear idea 

how long the lockdown is going to last or when we will have a vaccine [...] That combination is 

different from what I have seen before” (ibid., 2020).  The impact in SSA differs from country to 

country, among other things, depending on the level of economic diversification (e.g., 

dependency on oil, tourism or remittances). However, overall, the recent outbreak of the COVID-

 
6 See Appendix 4 for an overview of the descriptive characteristics of the relevant webinar participants. 



 36 

pandemic is expected to have a catastrophic impact on Africa’s private sector, with SMEs 

accounting for 80 percent of employment (Fine et al., 2020).  

 
The economic crisis generated by the COVID-pandemic is likely to be the first recession in the 

African region over the past 25 years and the deepest since records began. The International 

Monetary Fund (IMF) projects a fall in global GDP of 3%. In SSA, trade volumes are projected to 

decrease by 8% for exports and about 16% for imports for 2020 (WTO, 2020), while GDP is 

forecasted to fall sharply from 2.4% in 2019 to between -2.1 and -5.1% in 2020 (Zeufack et al., 

2020). While case numbers have not grown at the same exponential rate as in other regions - 

and so far, Africa has not experienced the high mortality seen in some parts of the world – the 

socio-economic effects are devastating (WHO, 2020). The International Labour Organization (ILO) 

(2020) expects a loss of 19–22 million jobs in Africa. This is worrying as just 17.8% of African 

workers are covered by social protection schemes, compared to 45.2% of workers globally (ibid., 

2020). Another dimension of the impact is associated with SSA’s participation in supply chains 

(Banga et al., 2020). SSA-countries are mainly involved upstream, delivering intermediate 

products and services to a wide range of GVCs. Therefore, several countries are affected by the 

impact on direct exports and the impact on exports between third countries (ibid., 2020).  

 

The OECD forecasts global external private finance to drop by USD 700 billion in 2020 (Ahmad et 

al., 2020). Private capital flows have rapidly been withdrawn from emerging markets (IIF, 2020), 

thereby also having an effect on African countries – which received 15 billion USD in portfolio 

flows in 2018.  FDI flows to Africa are forecasted to fall by 25 to 40% in 2020 (UNCTAD, 2020). In 

2019, FDI flows to Africa already declined by 10% to 45 billion USD. Africa received remittances 

worth 46 billion USD in 2018, and the United Nations Economic Commission for Africa (UNECA) 

(2020) reports that the continent was projected to receive up to 65 billion USD in remittances in 

2020. These are now expected to decline by about 20% in 2020 (Bisong et al., 2020). Small island 

developing states, LDCs and conflict-affected countries will be hit hardest, as remittances make 

up a large share of their GDP.  
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Meanwhile, there are additional risks that African economies will not recover in the long term, 

given a significantly weakened private sector (Bilal et al., 2020). As the private sector provides 

around 90 percent of jobs in the developing world, the rationale for private-sector support is 

clear (IFC, 2013). While a private-sector response plays a central role in the economic stimulus 

packages of developed countries, SSA-countries cannot afford them sufficiently. UNECA (2020) 

finds that a weak macro-fiscal situation in Africa before COVID - including high external debt 

levels - is already limiting these countries’ ability to establish a strong economic response. In 

2019, more than half of African countries had fiscal deficits above 3%, significantly limiting their 

fiscal space. As a result, the average economic stimulus in the less-developed SSA-countries (0.8% 

on average) is about 20 times lower than in Europe (18% of GDP for France, Germany, Italy, and 

the UK) (Bilal et al., 2020). A forthcoming WB paper suggests that only 4.5% of LIC firms can access 

private-sector support measures compared to about 40% in high-income country settings (ODI, 

2020). Furthermore, preliminary research by Bilal et al. (2020) finds that the most significant part 

of interventions by the IMF, the WB, the AfDB and the EU have thus far been on the public side. 

Meanwhile, donor support is currently insufficiently supporting the private sector. Following this 

trend, additional liquidity and long-term funding is urgently needed to protect jobs and past 

transformation efforts (ibid., 2020). 

 

4.1.2 The immediate impact of the COVID-19 crisis on European DFIs 
The direct impact of COVID on EDFIs, their clients, and the way they operate is manifold. 

However, the COVID-crisis will also arguably help DFIs position themselves as an important 

component in responding to the crisis. “For a development bank, the period without crisis is 

actually the crisis period in which you are continuously and endlessly looking for your relevance 

[...] You have to find and also defend your relevance”, explained FMOs blended finance lead 

(Interview 11). Thus far, DFIs have also taken the opportunity to speak up about their potential 

role in response to the crisis. For example, EDFI (2020c) released a statement in which it argued 

that “the ability of DFIs to mobilize significant financial resources and bring technical expertise to 

private-sector enterprises in emerging and frontier markets will be more important than ever”. 

Similar points were made by other DFI interviewees (Interviews 4, 6, 10, 11, 12). EDFIs, thus, 

explicitly build the case for a stronger involvement in Europe’s development finance landscape. 
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Beyond the important role that EDFIs attribute to themselves in responding to the crisis, the 

development community has also increasingly called on European governments and 

shareholders to employ EDFIs as an important tool to mitigate the effects of the crisis on the 

private sector in the poorest and most vulnerable countries (Raga and te Velde, 2020). This was 

re-emphasized by a Call for Action to European governments on 4 May 2020 (EDFI, 2020b). In 

this call, 20 development experts made a strong appeal to European governments to reinforce 

DFIs’ capacities and empower them with “a combination of risk-sharing, capital and new 

flexibility” to prevent job loss in Africa’s private sector (ibid., 2020b). In order to save jobs, it is 

argued, “DFIs should be countercyclical at a time when private financial flows have come to a 

sudden stop and should lead other investors back into African markets on the other side of the 

crisis. In order to do this, they will need support” (ibid., 2020b). 

 
In Europe, the focus has been mainly on larger FIs, such as the EIB and the EBRD. However, EDFIs 

are found to have three times more exposure to the private sector in SSA than the EIB (see Figure 

4), and they are known to be able to channel liquidity into the African private sector at great 

speed (Wieser at al., 2019). As argued by Bilal (2020), EDFIs should, therefore, be more actively 

mobilized and supported, mostly given their deep existing links to some African commercial 

banks.  

 
Figure 4. European development finance to sub-Saharan Africa in 2018, by aim and institutional 
type (€ billion). 

 
Source: Wieser et al. (2019) 
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In sum, the potential of EDFIs to mitigate the impact of the crisis on private-sector development 

in SSA is argued to be substantial. However, EDFIs themselves also face challenges resulting from 

the outbreak of the virus. Overall, the interview findings point to three forms of immediate 

impact created by the crisis: 1. The pipeline; 2. The relationship with existing clients; and 3. The 

way they do business and the way they operate (Interviews 3, 9, 10, 11, 12). The remainder of 

this sub-chapter will explore this three-way impact in further detail. 

 

4.1.2.1 Managing a shrinking pipeline 
Several interviewees stated that the additional layer of haze and uncertainty created by the crisis 

has led to a ‘waiting game’ regarding their pipeline, especially with regards to projects that are 

non-critical to business survival (Interview 4, 10, 11). One of the interviewees defines the pipeline 

as “Projects that we are analyzing, but which we have not yet committed any funds to” (Interview 

4). For example, for the Danish IFU, this is explained by the nature of a significant number of the 

projects they are involved in: “We have a particular segment of SME investments – so working 

with Danish SMEs, going abroad – and a lot of them have plans [...] We are in process with them 

and know that they want to do a project with us”, said an IFU employee (Interview 4). “But people 

are becoming more risk-averse it seems, and stopping up and saying: ‘It’s not that we’ve lost 

interest in this situation, but let’s hold on, wait to see how this plays out before we jump into a 

massive investment in a project in [for example] Pakistan”. Due to the high degree of uncertainty 

created by the crisis, the commercial partners DFIs co-invest with are unsure whether they will 

be impacted in the short run or in the long run, which halters their decisiveness with regards to 

new projects (Interview 4). 

 
This trend does not apply to the Danish IFU exclusively but is experienced by other DFIs and other 

development organizations assessed in the study (Interviews 3, 5, 9, 11, 17, 19). As observed by 

the head of inclusive finance of the Alliance for a Green Revolution in Africa (AGRA): “People 

don’t want to do new things. They are mostly managing what they already have and try to limit 

the damage […] In the long term, maybe more money might be provided but all the new things 

have been put on hold” (Interview 9). This also concerns funding provided by governments. In 

the Dutch case, development cooperation is linked to the GDP, which automatically means that 
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cuts have to be made in development spending if GDP goes down. “The Dutch government had 

already approved a number of projects, and those have all been put on hold, so now we don’t 

receive the money anymore because they don’t have it anymore” (Interview 9). fewer projects 

are expected to be approved, which is especially the case for new ones.  

 
This sudden stop of funding not only impacts the advancement of projects, but also the different 

parties involved in these projects. To exemplify this, the head of inclusive finance of AGRA cites 

an innovation fund for SME financing that they co-financed: “The fund was supposed to receive 

25 million from the Dutch government and that has also been put on hold now. That is pretty 

heavy, because a lot of other parties got involved and they already started on certain things and 

now, all of a sudden, the government says that they don’t have the money. Those are two 

concrete cases here in Kenya only. So, overall, what we see now is a withdrawal from projects 

and a strong focus on existing investments and trying to mitigate the loss-making” (Interview 9). 

Subsequently, fewer projects are currently in the pipeline are expected to be approved. 

 

4.1.2.2 Supporting existing clients in need 
The DFI interviewees argued that projects with their existing clients have also been slowed down 

(Interviews 4, 10, 11). Besides, DFIs received multiple requests for additional financing to provide 

liquidity for companies that are otherwise operating well but are now impacted by the crisis 

(Interview 10). However, the impact on existing clients, thus far, seems to be lower than 

expected: “There is one thing that we observe quite widely among the DFIs and that is that the 

number of clients that require a deferral of payments and restructurings is at the moment lower 

than what we had been preparing for when we started looking at this very seriously in March 

[2020]”, said Andreasen (ECDPM, 2020a). 

 
As explained by several FMO-employees, the organization initially looks inward by focusing on its 

relationship with existing clients before investing in potential new clients. “We are currently in 

the middle of conversations with our clients about backup lines, liquidity”, said FMO’s lead on 

agribusiness, and “they don’t even need emergency funding as of now but what they require now 

is backup lines in case the situation worsens and they do need the extra support” (Interview 10). 

Whereas DFIs remain in close contact with their existing clients, the agribusiness lead argues that 
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commercial banks have a different approach: “You see that commercial banks say, on the one 

hand, we are keeping an eye on our clients, but on the other hand, they are not going to provide 

more liquidity to their clients at this point in time.” An FMO fund manager explains why this might 

eventually complicate the work of DFIs:  

 
In the end, our general role is to drive local economies or certain sectors and prepare them 

for commercial banks. When the economy is doing very well, you notice that commercial 

banks are more keen to go there, dare to take more risks, and actually dare to increasingly 

shift towards more difficult countries or more difficult sectors. At the moment that a crisis 

breaks out, the commercial banks withdraw from these countries and a void arises in the 

countries that normally have too low of a risk for us [FMO] (Interview 12).  

 
Simultaneously, the circumstances created by the COVID-crisis and the subsequent outflux of 

commercial banks also create an opportunity for DFIs to foster stronger relationships with their 

existing clients. “The DFIs have become the counter for this [providing liquidity] now. So, we do 

also see it as an opportunity to, especially now, build stronger connections with our clients and 

to help them exactly now” (Interview 10). Besides the crisis being an opportunity, IFUs lead on 

Strategic Operations argues that the DFIs have the responsibility to help their clients: “We 

obviously have to deal with those requests because we are active investors, active owners of the 

companies we invest in [...] we sit on the board on most of them” (Interview 4). This does not 

mean that DFIs are in the position to respond to all requests for additional financing. One 

interviewee referred to this as “the question of good money and bad money”, where ‘good 

money’ refers to money invested in clients that are performing well, and ‘bad money’ relates to 

money invested in poorly performing clients (Interview 10). The crisis has led to a ‘survival of the 

fittest’ situation which is not necessarily viewed as a bad development by DFIs. “You don’t want 

to invest money in clients that were going to go bankrupt anyways. So, what you see is that clients 

that were weak already are now getting the finishing blow” (Interview 10).  

 
All in all, the impact of COVID on existing clients has, thus far, not been as profound as expected 

when the crisis emerged. However, DFIs argued to be prepared to provide emergency deferrals 
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to their clients in case additional financing is required (Interviews 4, 10 and 11). Besides, DFIs 

remain in close contact with their clients to monitor how the situation develops.  

 

4.1.2.3 Adapting the modus operandi to the crisis 
Whereas the crisis might have made it easier for EDFIs to defend their relevance, they now face 

significant bottlenecks in the countries they operate due to the lockdowns implemented. “To say 

that the crisis makes our work easier is definitely not the case, especially not in this case, because 

we really engage in local research and that has all become impossible now” (Interview 12). 

Although the costs of due diligence are relatively small, compared to the amounts involved in 

actual investments, its importance for deal-making is imperative. An FMO employee further 

emphasized this: “So, the absence of capacity building, expertise, technical assistance – those are 

in fact relatively small amounts, but crucially important. And if we can’t travel, the design also 

becomes much more complicated”, said FMOs blended finance lead, “because you cannot 

execute your due diligence sufficiently which delays the whole project cycle, the deal-making” 

(Interview 11). In addition to this, “it is difficult to manage transactions from a distance”, said 

another FMO employee, “because a lot of it also depends on the local circumstances” (Interview 

12). In explaining why the physical element of due diligence cannot be cut away completely, an 

IFU employee outlined that intangibles play a vital role in the investment business: 

 
If you were to invest in a company, let’s say in Tanzania. And you want to give them a 

significant equity investment of 20 million dollars. One of the safeguards DFIs have always 

had is to be able to travel there. You are actually meeting the people. You are seeing the 

factory [...] Who is it you are actually handing over all of this cash to? It is a little bit of an 

intangible factor, but it obviously means something that you are actually able to look the 

people in the eyes (Interview 4).  

 
As a consequence, DFIs are forced to change the way they operate, which requires them to 

explore new ways of conducting due diligence: “We have even had an experience with a digital 

drone due diligence with one of our clients, so we definitely need to be creative”, said FMO’s CFO 

(AFIFORUM, 2020). For some of their projects, EDFIs are now required to rely more heavily on 

external local advisors to help fill the gaps where they cannot travel. “We are trying to restructure 
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the work for the projects that have ongoing due diligence projects and basically conduct as much 

of it virtually as possible. So, there is a much higher frequency of calls with the companies” 

(Interview 4). A growing dependency on local partners involves additional challenges for DFIs 

because “when hiring external advisors, you are primarily looking for expertise and knowledge 

of the sector, but there is not always an overlap between that and the country of the specific 

investment”, explained IFUs lead on Strategic Operations (Interview 4).  

 
Most importantly, as Broekhuizen argued, the approach adopted by DFIs “needs to be 

customized to the country, the client, and the type of financing” (AFIFORUM, 2020). In line with 

this, an IFU employee argued that the provision of additional finance has to be evaluated on a 

case by case basis: “We need to conduct a little bit of process to understand the situation. It is 

not just something that could be signed off based on nothing. And that takes a bit of time, 

because, clearly, as responsible investors, we also have a responsibility to our owners: the Danish 

state and the Danish pension companies” (Interview 4). 

 
Besides, EDFIs are exploring ways to cooperate on due diligence. This entails answers to 

questions on “How we can continue the process of due diligence without having that physical 

visit?” said an FMO employee (Interview 11). Although enhanced cooperation on due diligence 

between DFIs might offer a solution for relatively easy projects in more developed countries, an 

FMO fund manager argued that “it remains very challenging for the riskier projects” (Interview 

12).  

 
Conducting a more significant part of due diligence virtually has also presented the DFIs with 

opportunities that were not considered before the outbreak of the COVID-virus. First, several 

interviewees argue that adjustments to the way they operate lead to cost-saving because a 

significant part of DFI-resources that were spent on traveling can now be spend differently (e.g., 

technical assistance). Second, several interviewees argued that the decrease in traveling has led 

to timesaving (Interviews 3, 4, 5, 9 and 11). Third, the COVID-crisis has facilitated the ease and 

frequency of meetings with a wide variety of stakeholders that were previously more difficult to 

reach. “We can connect in a very easy way with small groups, with big groups, with employees, 
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with partners, with clients and, I think, that is also here to stay, which is a positive benefit,” said 

Broekhuizen (AFIFORUM, 2020). This also seems to be the case for the MDBs, such as EIB, who 

work more closely with government officials than DFIs. There has been an increase in ‘virtual 

missions’ as Collin, EIB, calls them: “With a smile, I would say that here in Kenya it's easier to set 

up a meeting with Treasury now that we are doing it virtually then it would sometimes be doing 

it physically, and the waiting time is actually reduced as well” (ECDPM, 2020a). 

 

4.1.3 EDFIs remain on the lookout for potential clients 
As argued above, the initial response of EDFIs has focused on existing clients. This, however, does 

not mean that EDFIs are not exploring ways to get involved in projects with new clients, as 

explained by Broekhuizen: “Once we have supported our existing clients, we definitely want to 

continue working” (AFIFORUM, 2020). This means that EDFIs will explore possibilities to engage 

in new investments. IFU shares a similar approach: “We have a mandate to invest a lot of money, 

so we are still on the lookout for sure.” However, also highlighting that it is a difficult time to be 

proactive in terms of investments: “But it is a tricky situation, no doubt about it. That's not a 

secret at all. It is very difficult given the current climate” (Interview 4). 

 
An adequate response to the crisis is further complicated by the global scope and magnitude of 

the crisis. “What you do see in this crisis is that, of course, it is a global crisis, and for every country 

there is an enormous pressure on public financing, so it has become much more difficult for 

Minister Kaag [Dutch Minister for Foreign Trade and Development Cooperation], but eventually 

also for the World Bank and the European Commission, to mobilize that concessional financing” 

(Interview 11). Besides, the global scope poses challenges to decisions on how to allocate the 

available capital best: “That is difficult for everyone because you do not know what works”, said 

FMOs blended finance lead (Interview 11). 
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4.2 The COVID-crisis as an accelerating force in the transformation of development 
finance 
 

4.2.1 New ways of engaging in development finance through partnerships and cooperation 
The COVID-crisis has revamped the urgency of partnerships for development in pursuit of the 

SDGs. As argued by Broekhuizen, FMO: “The need to work with our clients and new clients to get 

to the SDGs in 2030 has become much larger” (AFIFORUM, 2020). Besides, there is a growing 

need for DFIs to look beyond their own clients in responding to the crisis. This does not only 

involve an enhanced cooperation between DFIs, but also with commercial investors to ensure 

that capital can start “flowing as soon as possible back into the markets” (ibid., 2020).  

 
Overall, the interview findings point towards three modes of EDFI-cooperation that are expected 

to be catalyzed by the unfolding crisis: 1. Increased cooperation between DFIs; 2. Increased 

cooperation with local partners and NGOs; and 3. Increased cooperation at the European level, 

with actors such as the EC, EIB and EBRD. The remainder of this sub-chapter will explore these 

three developments, new partnerships for development, the different rationales behind them, 

and the role played by EDFIs in shaping these partnerships. 

 

4.2.1.1 An increased cooperation between bilateral DFIs 
In the immediate response to the crisis, EDFIs have increased cooperation to better coordinate 

communication with their existing clients. “At the most fundamental level, it's really essential 

that as policy driven institutions – when there is a crisis – we make things move as fast as possible 

and that we have as much collaboration as possible” said Andreasen, General Manager at EDFI 

(ECDPM, 2020a). “We [EDFIs] are here to collaborate instead of stepping on each other’s toes.” 

In response to the crisis, on 6 April 2020 the DFIs of 16 OECD countries, grouped under the DFI 

Alliance, released a statement in which they expressed their commitment to work 

“collaboratively to meet the unprecedented global demands resulting from the outbreak of  

COVID-19” (EDFI, 2020c). The DFI Alliance was formed in April 2019 when EDFIs joined forces 

with their transatlantic counterparts, the U.S. International Development Finance Corporation 

(DFC) and FinDev Canada (EDFI, 2019a). 
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The idea that cooperation is crucial in responding adequately to the crisis is fully backed by the 

individual EDFIs (Interviews 4, 11, 12). “It doesn't make sense if we all take a different approach 

while we have so many joint clients”, said Broekhuizen (AFIFORUM, 2020). “I have a weekly call 

with EDFIs CFO’s because we really need to align our approach to clients” (ibid., 2020). Resulting 

from these calls, EDFIs have agreed to create a standardized product to provide a six-month 

deferral for clients in need. Beyond the need to offer new financial products to their clients, DFIs 

have made a joint effort to improve communication with their clients. “There has been an 

ongoing effort within EDFI to create some shared language and common understanding on how 

you respond to companies that request additional financing,” said IFU’s Strategic Operations lead 

(Interview 4). “Because for a lot of these things IFU is a co-investor with FMO [Dutch DFI], or with 

Norfund [Norwegian DFI] or with KfW [German DFI]. So, we want to avoid that a company goes 

to Norfund and gets one response, and then comes to IFU, and gets another one. It's a little bit 

tricky to align these things completely, but there is a minimum shared language around: These 

are the principles” (Interview 4). This trend towards more cooperation between EDFIs in the wake 

of the crisis is interesting because EDFIs have been co-investors – meaning they work with and 

invest in the same clients – for as long as they have existed. “The nightmare scenario would be 

that good information is preventing us from making good decisions and that we don't share 

information quickly enough” said Andreasen (ECDPM, 2020a). The rationale for enhanced 

cooperation between EDFIs is, thus, clear.  

 
However, the importance of cooperation has not always been recognized, neither realized, by 

these institutions. This can partly be ascribed to the competition aspect that underlines their 

operations. “We are both collaborating, but also competing with the other DFIs to actually find 

enough bankable projects” (Interview 4). “These [generally speaking about DFI investment 

projects] are very, very high-risk projects. The most risky investment projects you could imagine, 

in geographical circumstances where there is just an extreme amount of risk involved. Certainly, 

for the capital we have to invest through the [Danish] SDG [Investment] Fund7, the return [on 

 
7 The Danish SDG Investment Fund is an untied fund that offers advice and risk capital for projects supporting 

strategic sector development in developing countries (see IFU, 2020). 
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investment] requirement is 10 to 12%, which are basically pure commercial investments. And the 

average ticket size has to be bigger than 15 million US dollars. So that just means that there’s not 

a lot of projects left that fulfill those requirements. And that's a challenge” (Interview 4).  

 
Beyond the immediate recovery, the enhanced level of cooperation between DFIs seems to be 

there to stay. “We are here to remind everybody that we are just at the start of what we have 

called the ‘Decade of Action’ for development with a major setback with this crisis”, said EDFI’s 

General Manager (ECDPM, 2020a).  for EDFIs to increase their role beyond actual investments, 

there also seems to be an increasing focus on their non-financial role in development 

cooperation. “The whole policy reform agenda has not always progressed in a way that has been 

inviting investment at the scale that we would really like to see” (ibid., 2020a). DFIs are partly to 

blame for that, as Andreasen explained: “Over the years, DFIs have not always been as good as 

we should have been in informing investment readiness in the economies we invest in.”  In 

facilitating this shift, EDFIs are determined to bring together their knowledge: “We think it's 

absolutely crucial that we put all the knowledge that we have as DFIs together to the use of 

governments that want to invite private finance back into their markets at scale” (ibid., 2020a). 

Thus, collaboration between EDFIs is argued to be crucial in moving out of the crisis and 

progressing towards the 2030 Agenda in the long-term. The interview results indicate that the 

COVID-crisis plays an important accelerating role in enhancing long-term cooperation between 

DFIs. 

 

4.2.1.2 An increased cooperation at the European level through ‘Team Europe’ 
The EU framed its response to the COVID-crisis around the ‘Team Europe’ approach: a useful 

framework that draws contributions from all EU institutions and combines the resources 

mobilized by EU Member States and their financial institutions, as well as the EIB and the EBRD 

(EC, 2020b). This approach draws on the diversity of European actors for greater 

complementarity and synergy (ibid., 2020). The COVID-response – which combines the firepower 

of EU’s financial institutions is, therefore, in line with a 2018 EC Communication8 which argued 

 
8 See ‘Communication from Commission to the European Parliament, the European Council, the Council and the 
European Investment Bank: Towards a more efficient financial architecture for investment outside the European 
Union’ (EC, 2018b). 
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that the “focus must be on operational and practical solutions, rather than measures that would 

require fundamental institutional and structural changes such as the creation of new bodies or 

entities or mobilizing additional capital participation from the EU budget” (EC, 2018b).  

 
Under the ‘Team Europe’ framework, which was announced on 8 April 2020, the EU reallocates 

€15.6 billion (see Table 2), of which €2.06 billion is channeled to SSA (EC, 2020c). Furthermore, 

the overall package includes another €1.42 billion in guarantees for Africa and the neighborhood 

from the EFSD, beefing up some of the guarantees for the proposed investment programs most 

relevant for COVID and readily operational (on health, support to SMEs and agriculture, local 

currency facility and support to local authorities) (EC, 2020c; Bilal, 2020). Overall, the initial EU 

Global Response to COVID will reach up to some €20.8 billion: €15.6 from the EU and €5.2 billion 

from the EIB (EC, 2020c). 

 
Table 2. Overview of EU Contribution to ‘Team Europe’ Global Package (€ billion) as of 8 April 
2020. 
 

Total EU Contribution to Team Europe Global response Package 15.642 

Priorities Emergency response action 0.502 
Strengthening research, health and water 2.858 
Socio-economic consequences 12.281 

Geographic 
areas 

Africa 3.25 

• North Africa 1.19 

• Sub-Saharan Africa 2.06 

Neighbourhood 3.07 

• Southern 2.072 

• Eastern 0.962 

• Western Balkans 0.412 

• Turkey 0.388 

Asia and Pacific 1.22 
Africa, Caribbean and Pacific (ACP) region 0.291 
Latin America and Caribbean 0.918 
Overseas Countries and Territories (OCT) 0.111 

Other European Fund for Sustainable Development (EFSD) 1.42 

Source: European Commission (2020) 
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As noted previously, EDFIs implement a big part of EUs blended finance activities (Wieser et al., 

2019). “When we look at the private sector of development finance, as DFIs, we move the 

majority of investment taking place by publicly backed institutions in Europe into sub-Saharan 

Africa and other vulnerable regions” said Andreasen (ECDPM, 2020a). The EFSD instrument is 

argued to enhance the firepower of DFIs significantly, and hence will be of vital importance in 

the COVID-recovery (Bilal, 2020). “The instrument is extremely relevant now and, I expect, also 

during the recovery, to reinforce our capacities as financial institutions and to have the risk-

sharing with the EU budget that they provide”, explained Andreasen (ECDPM, 2020a). The 

establishment of the EFSD is also exemplary for the shift of the EU towards private-sector 

development. “And for us – as DFIs working in the private sector – they are really also a kind of 

breakthrough because we have not always had the focus on private-sector operations from the 

EU institutions that we have now. So, there is really a convergence of strategic focus here”, 

argued EFDI’s General Manager (ibid., 2020a). In looking beyond the current budget cycle, the 

role of EDFIs is indeed argued to grow further in the next long-term budget of the EU for the 

period 2021-2027. “It is also the model that the EU plans and has proposed to scale up massively 

in its next financial period, which starts next year [2021]. So, we think these guarantees are 

extremely relevant”, said Andreasen (ECDPM, 2020a).  

 
Several interviewees argued that the European development finance architecture allows for a lot 

of firepower, both at the national and European levels (Interview 4, 7, 11, 13, 20). Following a 

desire from Brussels to increase EU cooperation in the response to the crisis, the ‘Team Europe’ 

approach has also become more strongly visible on the ground, in SSA, as Collin – the Head of 

Regional Representation of the EIB in Eastern Africa – explained: “I have to say that practically 

here [in Kenya] there is a very strong cooperation among EU member states, the EU and EDFIs. 

There are regular meetings where we exchange [...] and see where there are possible synergies” 

(ECDPM, 2020a). However, she also stated that, in the past, this could not always be taken for 

granted. “I have to say it's nice to see everybody playing the game, because we know that has 

not always been the case. But here there is a very strong and positive dynamic in terms of Europe. 

And I have to say I observe that in most of the countries that I cover from Nairobi” (ibid., 2020a). 
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Thus far, EDFIs have expressed their support for the adopted ‘Team Europe’ approach and the 

current path to recovery. “We have a very, very close cooperation with EU institutions to make 

sure that our combined firepower is as strong as possible and, of course, our teams on the ground 

have a lot of joint clients. We as institutions [EDFIs] and the member states that own the DFIs are 

fully on board with the team Europe approach”, said Andreasen (ECDPM, 2020a). “And [we are 

also working] to bring governments and donor agencies into the discussion about risk sharing 

facilities. In Europe, we are working closely with the EU institutions, both the EC and EIB to make 

sure that we can do this. And many of our DFIs are also working with their own governments to 

reinforce their capacities” (ibid., 2020a). 

 
That there is a need for stronger cooperation – not only amongst the DFIs – but also between 

DFIs, the EC, and EU’s multilateral financial institutions, is illustrated by a former Director for 

Agribusiness at EBRD:  

 
When I left the EBRD, I was trying – and I am still trying – to promote a better cooperation 

between these different institutions on private sector, agribusiness financing. Because I 

think there is a lot of scope. When I was at the EBRD, you work in silos. You are looking at 

your objectives. [...] And I have to admit, I haven't spent enough time to look at other 

institutions to understand what they did, to cooperate with them. I think we all gain in 

working together rather than competing. You know, and at the moment, I have to say, it is 

more competition then cooperation unfortunately. So that is something I strongly believe 

(Interview 6). 

 
During a recent webinar (11 September 2020) on the financial aspects of the new ‘Team Europe’ 

approach, Jutta Urpilainen, the EU Commissioner for International Partnerships, emphasized the 

crucial role of FIs in the COVID-recovery: “Let there be no doubt, you [European FIs] have a major 

role to play in boosting a global recovery” (ECDPM, 2020b). The webinar could be considered a 

direct rendering of the unusual times we live in. Not often does it happen that a Commissioner 

and the heads of European FIs enter into a discussion available to the general public. Seemingly 

aware of this, Urpilainen took the opportunity and emphasized the importance of an enhanced 
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focus on cooperation between the EU and the FIs. “We will continue to rely on you [European 

FIs] as crucial partners in the implementation of Team Europe funded development activities in 

the coming years. With your collective development finance expertise, we can go the extra mile 

in climate action, food security, human development, the digital transition and many other areas” 

(ibid., 2020a). In continuing, she emphasized the importance of mutual trust. “But you will also 

need to rely further on us. This implies aligning our priorities, communicating with each other, 

pursuing joint development objectives, bringing together our resources, and being accountable 

to each other”, said the former Finnish finance minister (ibid., 2020b). These expressions reflect 

a deeper EU-reliance on its FIs and should be placed in the broader financialization of 

development as discussed in section 2.1. 

 
The ‘Team Europe’ approach should be considered an effort to build a stronger European alliance 

for financing that strengthens the cooperation between different financial institutions that were 

not cooperating to the same extent before the crisis. Support for the private sector - in particular, 

SMEs - has been identified as an essential component of the response to the COVID crisis. EDFIs 

play a crucial role in rechanneling European capital to the private sector in SSA and are expected 

to play an even more decisive role in the wake of the crisis. Thus, the COVID crisis has enhanced 

cooperation at the EU-level and has resulted in a more robust articulation of the importance of 

cooperation between the EU and its FIs to ensure its own economic self-interest and advance 

geopolitical ambitions. 

 

4.2.1.3 An increased cooperation with local actors and NGOs 
As opposed to MDBs and NGOs, most EDFIs have few local offices and, therefore, limited local 

capacity in their countries of operation. “We have some local teams on the ground, but usually 

[this implies] one country serving many countries,” explained EDFIs General Manager (ECDPM, 

2020a). Whereas DFIs usually rely – to a great extent – on traveling to complete due diligence 

and client conversations, the current circumstances ask for creativity to ensure that the pipeline 

keeps moving forward without being as present as in the pre-COVID era. “That means really 

reinforcing local networks” (ECDPM, 2020a). The lockdowns have uncovered a growing 

dependence on local actors for the continuation of existing projects and, more importantly, the 
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development of new projects. Several interviewees highlighted the need for a new kind of sharing 

of tasks to overcome these challenges related to due diligence (Interviews 4, 11, 12). “There 

needs to be a lot of trust in partners that are located in the countries of operation,” added 

Andreasen (ECDPM, 2020a). “It’s not that that wasn’t the case already before, of course, but this 

will definitely speed that up. I think that there is a blessing in the sense that this will help build 

local capacity for high-quality investment” (ibid., 2020a). 

 
One DFI that already started to materialize on this before the outbreak of the COVID-virus is FMO: 

“When it comes to project development, we are also to a much greater extent entering into 

partnerships with NGOs to ensure that project development can take place”, said FMOs BF lead 

(Interview 11). This is particularly important for investments in high-risk projects that often take 

place in LDCs. “Now with COVID and other similar situations, I don’t really know how we can solve 

that [investment in high-risk areas]” (Interview 12). However, FMO is exploring new partnerships 

with local partners to increase local know-how. “Something that we do think about – and that is 

especially something that we speak about a lot within our team [Public Investment and Blended 

Finance] – is that if you look at the really complicated projects, you will really need to build those 

from the ground up with a network of partners. So, for that, you will have to involve strong local 

partners in the process” (Interview 12).  

 
An example of an innovative approach to local partnerships for development is The Dutch Fund 

for Climate and Development (DFCD), characterized by a consortium approach in cooperation 

with World Wide Fund for Nature (WWF) and SNV Netherlands Development Organization. As 

stated in the 2019 annual report: “This is the first time we have ever worked with NGOs in this 

way and marks our foray into a new kind of business model” (FMO, 2020a). This new business 

model is unique as it is the first of its kind that combines the project development expertise of 

NGOs such as SNV and WWF with the investment knowledge of FMO. “Part of the program really 

focuses on project development, to make sure that, from the start and with the right methods, 

you establish the project in the right way, so that you will encounter as few problems as possible 

at a later stage of the project” (Interview 12).  
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Although the rationale for a transformation in the way DFIs think project development is clear, 

this shift also involves considerable challenges as opposed to mainstream investment. “This 

approach is a lot more labor-intensive than providing a loan to a big company that has been in 

the business for 10 years, but it also means that you can have a  much more profound impact in 

the long term,” explained an FMO fund manager (Interview 12).  “Those kinds of things take a 

long time and are very complex, but only if you really try to tackle these issues jointly, you can 

build these projects successfully.” In addition to the time component, building projects from the 

ground up will require much more capital. “Who will finance the project? Because that’s where 

a big part of the problem lays. And that also involves a grant subsidy element. So, we haven’t 

figured that out completely yet, but we are thinking about this more and more” (Interview 12). 

Not only does the implementation of this new business model allow for much better local know-

how, as FMOs BF lead explained, it is also very much welcomed by the NGOs and local partners 

involved in these structures: 

 
There is a crucial role to play for NGOs and they also really want to – especially for example 

SNV, WNF, IUFCN9 - they really want to learn from our expertise in making deals bankable 

in order to ensure that the investment actually plays a role for the investee. And we are a 

front-runner when it comes to these partnerships. I actually cannot think of any other 

facility that has such strong and operational cooperation on project origination. SNV really 

has the advantage that they have good local network, extract expertise from society, 

etcetera (Interview 11).  

 
When asking FMOs BF lead if this is a so-called win-win situation, he is nodding: “I would 

definitely say so, because public money only reaches as far as it can, and at a certain point it has 

to become revolving, self-sustaining. That is best possible by structuring really good deals that 

result into new deals and attract commercial investors” (Interview 11). Enhancing the nexus 

between DFIs and NGOs, and other local partners and establishing local partnerships to ensure 

 
9 The International Union for Conservation of Nature and Natural Resources 
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that adequate due diligence and project development can continue to occur will be essential if 

DFIs are to play a role in the future of development finance. 

 

4.2.2 From crisis to opportunity 
The COVID-crisis presents an enormous challenge for reaching the 2030 Agenda and the SDGs 

(UNDP, 2020). Although the socio-economic impact of the COVID-crisis is projected to be 

profound – and much more extensive than the GFC – it is simultaneously viewed as an important 

opportunity for and by the development cooperation community to profoundly change and 

transform the way we think development and advance towards sustainable development and 

resilience. This is reflected at the highest EU-level and at the member-state level and in the 

discourse of local development actors. In a speech on 28 May 2020 at the ‘UN High-Level Event 

on Financing for Development in the Era of COVID-19 and Beyond’, President von der Leyen 

argued that “the post-pandemic world can be more inclusive and greener than the one we know” 

(EC, 2020d).  

 
It is in this regard that the COVID-crisis also offers an opportunity for EDFIs to rethink their 

perception of the ‘investee of the future’, meaning that EDFIs have a strong influence themselves 

on advancing the above-mentioned agendas by investing in businesses and financial institutions 

that place high value on local embedding and ESG standards more generally speaking. “I think 

that we will also have to re-evaluate the role of the big corporations and have to re-evaluate if 

they sufficiently make that switch to more local embedding and engagement with local 

structures” (Interview 11). Correspondingly, he also seems to point towards an increasing 

awareness of the influence that EDFIs like FMO can have on the sustainable development agenda: 

“And we also play an important role in that ourselves, because these are important clients for us, 

and we have to embed them successfully in local development” (Interview 11). One way in which 

EDFIs can exercise that influence is by being more selective in their investees and shifting from 

more mainstream investments towards institutions that are increasingly specializing in providing 

support for MSMEs. As one of FMO’s regional heads of FIs explained in a webinar: “Just pumping 

in large volumes of money into the bond market or into very mainstream large investors, who 

will then buy government papers is not the way forward. We really have to make sure that our 
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investments go towards those institutions that are helping people on the ground to set up 

companies or to continue their businesses, which often provide very essential services. That is 

the big lesson” (AFIFORUM, 2020).  

 
On the one hand, COVID seems to have contributed to a growing self-awareness of the positive 

role to be played by EDFIs. On the other hand, as DFIs have grown in their investment activity 

scale, policymakers are also increasingly exploring how these institutions can be employed to 

achieve both development outcomes and other foreign, economic and security policy objectives 

(Savoy et al., 2016). The COVID-crisis has further catalyzed this. An FMO employee highlighted 

the strategic policy objective in scaling up investment: “Europe is able to mobilize much faster, 

also because the importance of a European response for European stability in Africa is more 

important” (Interview 11). The EC is expected to increase its blending facilities, thereby allocating 

greater amounts of capital to EDFIs, which are well positioned to re-channel that money into the 

private sector or local financial institutions. Therefore, EDFIs have not only become an important 

component of the ‘Team Europe’ response, but – more generally speaking – with more capital 

being channeled towards them, they are playing a more important role in shaping the EU-policy 

agenda for sustainable development. The crisis, thus, presents DFIs with an opportunity to 

increase their role in development cooperation and should, therefore, be seen as an important 

test for DFIs to demonstrate that they can deliver on this promise. “The crisis that we are in now 

will be a test of the new partnerships and the new role that DFIs play in development finance, 

which is much more significant and leveled than in the last financial crisis”, said Andreasen 

(ECDPM, 2020a). The General Manager of EDFI identifies two important ways in which he thinks 

DFIs will gain importance in the development finance landscape: 

 
First, ODA is going to be quite constrained because of fiscal constraints in OECD countries, 

while DFIs may retain some of their firepower and ability to leverage private finance. So, 

this is going to be absolutely crucial in the coming years and a big test for our institutions. 

And second, at the same time I think the way that we work as OECD-based DFIs with a lot 

of requirements to have quality and the companies that we invest in, having them to be 

run responsibly. There is going to be a big test whether these kinds of companies are going 
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to be more resilient in the crisis [...] Will we prove that being very responsible and careful 

investors really pays off also for the clients and their employees? I think we are going to 

learn a lot about this in the next years, and it is going to be very important for our approach 

(ECDPM, 2020a). 

 
As elaborated on previously, DFIs face major bottlenecks with regards to project development. 

“This [scaling of BF] depends heavily on the capacity to develop projects: financially feasible 

projects that can attract this financing” (Interview 11). The current practice of BF is still at 

relatively low leverage ratios, with much room for improvement in structuring transactions that 

effectively and efficiently draw in private capital (Convergence, 2019). Nevertheless, there are 

opportunities regarding scaling up BF facilities for the 2030 Agenda in the wake of the COVID-

crisis. “The good point of COVID is that it's a big shift in government policies where people will 

be less ashamed in pouring public money all over. If you talk about blending, a part of this is 

public and the other part is more commercial. So at least, let's hope that it's an occasion for 

getting more public resources”, noted EBRDs associate director agriculture (Interview 5). 

Additionally, the current COVID-crisis is not a financial crisis, and therefore, there is still capital 

available to scale up BF mechanisms:  

 
I actually do see huge opportunities for blended finance structures because, certainly, there 

is still a lot of capital available at the global level. This is not a financial crisis. There is a lot 

of capital available for financing that requires more concessional financing to decrease the 

risks involved. So, blended structures should increase in demand (Interview 11).  

 
If DFIs will indeed play a more critical role in development finance in the wake of the crisis 

depends – to a large extent – also on the willingness of their shareholders to facilitate this shift. 

“If the governments want this, if our shareholders want this, then we will have to make a very 

fast sprint the upcoming two to three years to perform that bridging role”, said FMOs BF lead 

(Interview 11). “Not necessarily in terms of volume, our balance sheet, but in terms of project 

development and in creating blended finance facilities. We certainly got grip of that whole 

complexity now. With that experience in our toolkit, we could establish more of such platforms” 
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(Interview 11). The next sub-chapter will examine the role DFIs play in developing such BF 

facilities for agriculture. 

 

4.3 Blended finance for agriculture: Challenges and opportunities 
 

4.3.1 Different paths to agricultural development 
Within the development community, there is disagreement on how to achieve agricultural 

development best. As a WB agriculture lead explained: “In this business, there are no magic beans 

that will solve all the problems, but some beans are better than others” (Interview 1). Whereas 

there is a widespread belief that the private sector is imperative to achieving the SDGs, optimism 

alternates with skepticism regarding the intentions of the private sector and agribusinesses. 

Several interviewees expressed concerns about the role of agribusinesses in agricultural 

development. “There are vestiges of suspicion around the private sector, probably [...] not 

probably, well founded”, said a WB agriculture global practice manager (Interview 3). “But 

sometimes, even when you got a good thing going, that suspicion lingers” (Interview 3).  

 
At the center of this disagreement is the question of trust and well-functioning, clearly defined 

‘rules of the game’ – as referred to by several interviewees – that should guide the activity of 

agribusinesses (Interviews 2, 3, 14). “You have to respect that the offtaker, the larger business, 

right, not the farmer [...] The private-sector agent has a profit motive [smashes the table]. So, I 

started my career working with the fair-trade movement. We had other motives. But if you want 

to scale this up, and we need to find ways in which to rain in or to capitalize from the profit 

motive [...] If you understand and respect what their motive is, then you try to harness that to 

create sustainable beneficial commercial relationships” (Interview 3). 

 
Even though many of the interviewees agreed to this standpoint, some argued that engaging in 

strong cooperation and establishing a lot of blended finance structures creates a risk to favor 

certain companies with public money. A lead agricultural economist at the WB emphasized that 

“you have to be extremely careful, because this involves very high risks” (Interview 2). In 

explaining why the risks are so high, he draws upon the argument that his colleagues at the WB 

tend to favor cooperation with close ties in their network: 
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When you enter the Bank [World Bank] and you enter the HQ around half past 10 in the 

morning and you have a look around to see who is all there in the atrium, you will notice 

that most of the people walking around there will have a university degree from a 

prestigious university and often they also have an MBA or a PhD. So, it is all highly educated 

people that prefer to work together with other highly educated people. Well, where do you 

find those other highly educated people? You will find those in the big agribusinesses. So, 

we are always loving it to work together with Nestlé or with Friesland Campina or with the 

Rabobank or with John Deere. So, what you see then is that the private sector that is 

supported by us, very easily becomes the ‘big’ private sector, but, on the other hand, it is 

generally known that growth opportunities are usually much more situated with the 

‘smaller’ private sector” (Interview 2). 

 
By contrast, a former Director of Agribusiness at EBRD believes that a more active approach is 

needed to capitalize on the potential of the private sector in working towards the SDGs: “If you 

want to work with the private sector you have to go and convince the private sector that you can 

add value to their investments” (Interview 6). To make that shift, public institutions will first have 

to change from a demand-driven to a supply-driven approach: 

 
The main problem I see is these institutions are supply driven and not demand driven. And 

the private sector is demand driven.  And the difficulty you have with the demand driven 

approach is that you plan, you cannot decide or cannot know what will be working or what 

will not be working. It is much less comfortable than being on the supply driven side where 

you can plan what you want to do in the future (Interview 6).  

 
Although there is disagreement about the exact role of the private sector – and how to facilitate 

that role – all interviewees agreed that the private sector has an essential role to play. “In fact, 

in agriculture and food specifically, the lion's share of the required investment in that sector for 

inclusive poverty reducing growth has to come from the private sector”, said a WB global practice 

manager (Interview 3). “We are starting to recognize that that’s good for development, rather 

than having a suspicion of the private sector.”  The following sections will step away from the 
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debates on private-sector development and focus on the bottlenecks in and solutions to 

financing agriculture. 

 

4.3.2 The missing middle in financing agriculture 
Agricultural growth in Africa is estimated to be two to three times more effective in reducing 

poverty than growth in any other sector (Aceli Africa, 2020). Although there is a wide variety of 

financing actors available (see Figure 5), progress on agricultural financing has been slow. In 

Africa, it is estimated that agri-SMEs handle over 60% of all food production and trade (ibid., 

2020). They are vital actors in the agricultural sector, strengthening climate resilience and 

facilitating pathways out of poverty for smallholder-farmers and low-skill workers, particularly 

women and youth (ibid., 2020). Despite their importance, it is very challenging for commercial 

farmers and entrepreneurs to access financing. Financial service providers generally consider 

them high risk and they require higher costs to serve. A recent study by Aceli Africa (2020) found 

that risk in Agri-SME lending is twice as high as other sectors.  Meanwhile, returns are four to five 

percent lower. This limits capital flows to agricultural SMEs. Private investors are generally much 

less willing to expose themselves to high risk levels than to accept low returns in exchange for 

development impact. Besides, they typically have alternative investment options with higher 

expected returns (Dalberg, 2016). “If you ask a return on investment from funds, they won’t go 

there where they are most needed. They will move into the more commercial projects: big 

plantations, big commercial farmers”, said the head of inclusive finance at AGRA (Interview 9). 

 
Figure 5. Landscape of financing sources for private-sector actors in agricultural value chains. 

 

 
 
 
 
 
 
 
 
 
 
 

Source: World Bank (2018a) 
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Indeed, there are many threats to progress in closing the agricultural financing gap. We see an 

accumulation of crises that reinforce one another: Weak regulatory environments, poor 

infrastructure, price volatility, conflict, climate variability and extremes, and economic 

slowdowns and downturns that undermine efforts to end hunger, food insecurity, and 

malnutrition. A Food and Agriculture Organization of the United Nations’ (FAO) study found that 

the prevalence of undernourishment in Africa was 19.1 percent of the population in 2019 – which 

amounts for more than 250 million undernourished people – compared to 17.6 percent in 2014 

(FAO, 2020). This is more than twice the world average (8.9 percent) and is the highest globally. In 

2020, the COVID-pandemic and unprecedented Desert Locust outbreaks in Eastern Africa, are 

creating additional risks that could have catastrophic consequences for the continent’s food 

security (ibid., 2020). Additionally, these compounding crises lead to even higher (perceived) risks 

for agricultural investments.  

 
In broad terms, the agricultural financing system can be divided into three groups that require 

financing: 1. commercial banks, 2. agri-SMEs, and 3. smallholder farmers and microenterprises 

(see Figure 6). Financiers have traditonally backed away from the high risks and low returns, 

generating a 65 billion USD annual financing gap for agricultural SMEs across SSA (Aceli Africa, 

2020). Traditional guarantee mechanisms proven insufficient to enhance lender risk appetite and 

extend credit access to most agricultural SMEs that are not currently being served (ibid., 2020). 

A Dalberg and KfW (2018) report even estimated the SSA lending gap for agri-SMEs at 100 billion 

USD. Lack of access to financing makes agri-SMEs particularly vulnerable to changes in demand 

or operations – such as those resulting from the COVID-pandemic (Learning Lab et al., 2020). The 

impact of COVID on these businesses is expected to be experienced all along the entire supply 

chain, with major long-term consequences for rural livelihoods and food security (ibid., 2020).   

 

With regards to agriculture, the most important customers of DFIs are food and Agri-corporates 

in developing countries. This often concerns big agribusinesses (Interview 10). However, this does 

not mean that DFIs are not interested in also investing in the smaller Agri-SMEs, and eventually 

smallholder farmers. “As development bank we eventually, of course, also want to make an 

impact on farmers,” said FMOs agribusiness lead (Interview 10). “The SDGs are important for us. 
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SDG 10 is about reducing inequalities. So, how do you do that as FMO? That is pretty 

complicated”. FMO’s approach to reaching smallholder farmers through their investments is two-

folded. “You can do it indirectly via banks, meaning that you establish certain programs in 

cooperation with these banks and stimulate them to do more in agri. Or you can do it via traders” 

(Interview 10).  

 

Figure 6. Agricultural financing needs in sub-Saharan Africa. 

 

Source: Author’s illustration based on Aceli Africa (2020) 

 
With regards to agriculture, the most important customers of DFIs are food and Agri-corporates 

in developing countries. This often concerns big agribusinesses (Interview 10). However, this does 

not mean that DFIs are not interested in also investing in the smaller Agri-SMEs, and eventually 

smallholder farmers. “As development bank we eventually, of course, also want to make an 

impact on farmers,” said FMOs agribusiness lead (Interview 10). “The SDGs are important for us. 

SDG 10 is about reducing inequalities. So, how do you do that as FMO? That is pretty 

complicated”. FMO’s approach to reaching smallholder farmers through their investments is two-

folded. “You can do it indirectly via banks, meaning that you establish certain programs in 
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cooperation with these banks and stimulate them to do more in agri. Or you can do it via traders” 

(Interview 10).  

 
FMO has gradually made an effort to scale up investments through traders in the value chains 

they invest in. “The last couple of years, we have tried many different models and pilots to find 

out what works and what does not. And it turns out to be a very difficult subject, because, 

eventually, you want to share the risks and there are few traders or processors that are 

committed enough to take risks on the smallholder farmers” (Interview 10). As opposed to that, 

he claimed that FMO – through financing agribusinesses – is indirectly impacting smallholder 

farmers: “But when we finance the corporates, we also indirectly bring liquidity to the 

smallholder farmers, because these corporates pre-finance these smallholder farmers. They 

finance or supply inputs. So, there is a lot happening, but this does not always concern the explicit 

financing of the smallholder farmers themselves”, noticed Boogaard.  

 
On top of that, DFIs are often constrained to invest in agriculture due to their legal status as 

banks. “They [FMO] want to be AAA, because this allows them to cheaply attract capital. 

However, in Africa everything is too risky which would make them lose their AAA rated status. 

So, these people [referring to FMO] find themselves in an enormous squeeze”, explained 

Siewertsen. An FMO-employee noted that “at the multinational level there is a lot of cooperation 

with the big corporates but in the middle of that, the smaller agri-businesses [Agri-SMEs] fall 

between the cracks” (Interview 12). Therefore, these agri-SMEs, that are too big for microfinance 

institutions, and too small and risky for traditional lenders are usually characterized as “the 

missing middle” (Triple Jump, 2018). “Often you invest a lot of time in very complex structures, 

and often the amounts invested are also not that big compared to the financing of agribusiness. 

“So, that’s why it is always a relatively difficult game” (Interview 10). Investing in agriculture, and 

Agri-SMEs more specifically, thus, remains a challenging task for EDFIs. 

 

4.3.3 The European Union and its pledge to reach the missing middle through blended 
finance for agriculture 
The interviewees in this study widely agree on the potential of BF. “It is one of those trains that 

is constantly in development”, said a lead agricultural economist at the WB (Interview 2). “It is 
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not so much of a question if it is useful or not, but the question is how we can do it in the best 

way possible and how can we be effective in that”. The EU has expressed a desire to scale up 

blending support in the near future, and agriculture is expected to play an essential part in this 

(EC, 2018a). At the core of the EUs efforts to scale up BF for agriculture is the AgriFI facility, which 

has the objective to “unlock, accelerate and leverage investments with a value chain approach 

focusing on smallholder's inclusiveness and/or MSME agri-business” (EC, 2020a).  

 
The former Director of the European Commission for Sustainable Growth and Development at 

the Directorate General for International Cooperation and Development reflected on the journey 

argued that to close the agricultural financing gap, both “experience” and “guts” are required 

from the financial institutions, including EDFIs (Interview 13). “DFIs are evolving, and they are 

different today than they were 20 years ago, but there is still a long way to go” because “at the 

end of the day, they [EDFIs] are still banks, and over-prudent. So, at the Commission, in order to 

push them and take a little bit more risk, I had to set up a facility, a scheme, for them to enter 

into this [space]” (Interview 13). To facilitate that shift, the former director introduced ElectriFI 

and AgriFI in 2015 and 2016, respectively, combined with the EIP. “Here we take public money 

from the budget of the EC. So, public money guaranteeing the profit for private individuals”  

(Interview 13). The process of getting the DFIs on board was described as ’a big battle’: “They 

say, simply, ‘why don’t you give us money?’ I say, well because I am not in the business of giving 

you money. I am in the business of making development” (Interview 13). 

 
The AgriFI facility is managed by EDFI Management Company (MC), which was established in 

2016 on behalf of EDFIs members, as a full subsidiary of the EDFI Association in Brussels (EDFI, 

2020d). An Investment Manager of the AgriFI facility, explained how it targets that missing middle 

in financing agriculture by taking up that bridging role between the EC and EDFIs: 

 
Basically, we were created to invest in projects that have a high impact on smallholders. 

So, supporting sustainable agriculture and trying to hit that area where the DFIs usually 

don't go. Because there's a lot of [...] especially in agriculture, when you look at a project, 

it's sort of a grey zone for a lot of DFIs because in terms of risks and ticket size. [...] There is 
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a lot of projects that are really high potential, but where they can't go and that’s where we 

support to bridge that gap (Interview 20).  

 

On the one hand, the AgriFi facility meets the EC’s desire to scale up BF for agriculture. “They 

wanted to catalyze more investments into this sector” (Interview 20). On the other hand, the 

AgriFI facility provides EDFIs with an opportunity to increase their development impact on 

smallholder farmers in SSA. “DFIs wanted a solution as well. So, it's really a partnership, I would 

say, which is new for my understanding” (Interview 20). AgriFI is an important means for the EC 

and EDFIs in reaching the missing middle. “The interest rates for entrepreneurs in Africa are just 

insane. They simply cannot afford it. So, they are stuck between asking a grant or actually having 

enough collaterals to access the DFIs and [subsequently] commercial banks”, said the investment 

officer (Interview 20). However, the former EC director also emphasized that there is still 

considerable progress to be made by EDFIs. “The [investment] managers are ranked and paid 

according to the profit they make and the risk they take, so you know [...] they are still banks” 

(Interview 13). “For them [EDFIs] one project of 100 million is much better than 100 projects of 

1 million. And, therefore, you never go. You never go in the area where the money is most 

needed. Unless you go. And that’s when I introduced ElectriFI and said: The size of the investment 

must be that small. You must go there. But I had to put money up front because otherwise 

nobody would come. And even that is difficult” (Interview 13). 

 
Thus far, there has been much demand for AgriFI-like structures (Interview 20). In reflecting on 

the future, AgriFI’s role is expected to increase: “We want to be more and more able to unlock 

the deal”, as the investment manager called it. “So, you would have these deals that are a bit 

more mature. But where it is typically too risky for the DFIs. They will need someone to have a 

guarantee or provide a first loss, should there be a default. So here we would play a de-risking 

role. That's the role that we are thinking to play more in the future” (Interview 20). Therefore, 

the EU and its FIs – through its AgriFI facility – play an important role in closing the agricultural 

financing gap in SSA. 
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4.3.4 A growing understanding of the potential of blended finance for agriculture 
At the same time, there is a growing understanding of the potential of BF for agriculture. “I think 

that blended finance is something that people are starting to understand better now: How it 

works and how much of a win-win situation you can really achieve in which everyone is in his 

own comfort zone regarding risks and regarding returns, because in the end that is what it’s 

about,” explained AGRAs inclusive finance lead (Interview 9). Thereby, BF structures have the 

potential to create a win-win situation for an institution like AGRA as well as for a DFI like FMO, 

Siewertsen explained: 

 
Look, we [AGRA] offer a grant to a first loss guarantee. That money might multiply even 

five times in value because other people start to co-invest, because we cover that first loss. 

For us, that’s amazing because it means that we’ll create 5 times as much impact and for 

FMO it’s also amazing because they can say that they work with smallholder farmers 

without bearing financial risk [cynical tone]. So, there’s something to gain for everyone 

involved (Interview 9). 

 
Several interviewees emphasized the importance of the leverage factor that is locked up in BF 

structures as opposed to public lending to governments, which would subsequently be used to 

finance, for example, finance activities related to education or irrigation (interviews 2, 9, 13 and 

19). “Well, in that case, a dollar becomes a dollar, but if they invest that money in a fund and the 

government takes the first loss or founds some sort of guarantee fund, then local private banks 

will be empowered to do more and that’s when you create leverage” (Interview 9). “So that lever 

effect is extremely important, and I believe that everyone is starting to understand that. There is 

a lot of talk about it. Although, in agriculture there is not so much happening yet.” 

 

4.3.5 Allocation of capital: Where should the money flow? 
BF is constrained by disagreement with regards to where the capital should be invested. The EU 

finds itself situated in a complicated debate around the nature of BF: “We have a philosophical 

issue which is whether [...] when the Commission established a system of blended finance, the 

whole debate was around: ‘If this brings more money to South Africa, Ghana and Kenya, we shall 

have failed’, argued the Head of Cooperation at the EU Delegation to South Africa, “Because the 
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purpose of taking risk for a big donor like the EU is to bring bankers into a country like South 

Sudan” (Interview 7). 

 
This debate is important because it demonstrates some of the difficulties for EDFIs to balance 

development impact and financial returns, as EDFIs are expected to achieve near-market 

financial returns on their investments. “Even if you guarantee their operations, it remains an arm-

twisting game between the bank, the banker and the grant. Which is: Where do you bring that?” 

(Interview 7). Currently, the EU is not at the stage where the money is always channeled to the 

place where it is most needed, argued the Head of Cooperation: “There is the whole issue of ODA 

for a country like South Africa, a middle-income country. What is the purpose of ODA in a middle-

income country? South Africa is receiving roughly a billion dollars of ODA every year. That’s the 

order of magnitude, okay, a billion dollars [with emphasis]. A third of this money is from European 

countries and the EU. One billion dollar is one day of GDP of South Africa. So, we are not in a 

country where [...] I mean, aid could disappear tomorrow morning and it would not change 

anything in the economy of South Africa” (Interview 7). “At this point in time, it has to be a win-

win situation. But we have to remember that it is not a given. It’s not a straightforward solution. 

I am convinced that blending has to be thought differently in a country like South Africa compared 

to South Sudan. And at the moment we may not have reached that stage.” 

 
The above-expressed concerns are at the heart of the debates around the EUs approach to BF. 

As argued previously, EDFIs may have to protect their own credit ratings and profitability, which 

risks pushing them away from high-risk investments (Gavas & Timmis, 2019). Instead of directing 

activities towards development outcomes, there is a real risk that they may “simply use the 

EFSD’s risk-sharing tools to increase the expected return of investment that is slightly suboptimal 

or, worse, already commercially viable” (ibid., 2019: 9). In addition, Bilal (2019) argues that this 

risk continues to exist under the proposed EFSD+, as the facility neither directly addresses the 

need to focus on poorer and more fragile and vulnerable countries. It only indicates that “Special 

attention shall be given to countries identified as experiencing fragility or conflict, Least 

Developed Countries and heavily indebted poor countries” (NDICI Art.26.1), however, failing to 
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specify what this means in practice (ibid., 2019). Therefore, the risk remains that EFSD+ 

operations will be directed mainly at middle-income countries (MICs). 

 

4.3.6 Getting recipient country-governments on board 
Several interviewees identified the perception of recipient governments in SSA as another critical 

hurdle that has to be overcome to scale up and create a lasting impact through blending facilities 

for agriculture (Interviews 2, 3, 6, 7, 9, 14). They argued that it requires much explanation to 

governments to make them understand the potential of BF and the importance of reinforcing 

their private sector. And it takes time to establish that understanding. “One of the biggest 

problems we face is that the governments of the countries that we work with also have to be 

comfortable with it” (Interview 2). This is mostly a problem because BF requires the recipient 

governments to make a shift in their thinking: “When we want to intervene with the country, the 

country also has to be ready for this intellectual shift. It is not straightforward for the 

government, Treasury – which is used to manage grants and have projects or programs based on 

grants – to move into this triangulation between development banks, grants, and their own policy 

and fiscal constraints” (Interview 7). Making that shift requires governments to give up a certain 

degree of control: “They [governments], of course, often want a high degree of control so that 

requires a lot of discussion – massaging the ministries – to make sure that they don’t spend the 

money themselves but that they invest it in a guarantee fund instead” (Interview 9).  

 
That it is vital to get recipient-country governments on board is reflected in the 2020 Doing 

Business report by the WB (2019), which finds that SSA continues to be one of the low-performing 

regions with an average score of 51.8. This is well below the OECD high-income economy average 

of 78.4 and the global average of 63.0 (ibid., 2019). Changes that improve regulatory efficiency 

positively affect entrepreneurship, firm formalization, access to credit, and FDI. To attract more 

private investments, it is of vital importance for African governments to improve the ease of 

doing business. 

 
In this chapter, I have examined how the COVID-crisis has impacted the operations of EDFIs and 

their clients. Furthermore, I have examined ways in which the COVID-crisis is accelerating certain 

trends in partnerships for the SDGs, finding that the COVID-crisis has indeed led to an 
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acceleration of three modes of partnerships in which EDFIs play a central role. Lastly, I have 

examined the opportunities and challenges involved in BF for agriculture. BF has been and will 

continue to be critical in closing the SSA agri-finance gap (Convergence, 2019). The wide variety 

of components involved in financing agriculture in SSA make for a complicated equation. Many 

commercial investors do not invest in agricultural projects due to high perceived risks and 

relatively lower financial returns and DFIs are increasingly trying to fill this gap. The analysis 

demonstrates that considerable progress has been made on many of these components and 

EDFIs are argued to remain at the center of that progress.  

 
A common thread running through these three sub-chapters dealt with how EDFIs perceive their 

role in the broader, existing frameworks of development cooperation, how they position 

themselves in the European and global development financial architecture and how other 

development actors perceive their role. By providing anecdotal evidence, the analysis has 

contributed to the argument that EDFIs are here to stay. The findings suggest that role of EDFIs 

will continue to grow in the wake of the crisis as they are the EC’s main channel for BF operations. 

As the EC will continue to pump more money into BF, EDFIs will continue to play an important 

role in designing innovative risk-sharing mechanisms. However, as our understanding of EDFIs 

and BF gradually improves, tensions remain for EDFIs on balancing development impact and 

financial returns. Shareholders do not only have an important role to play in equipping their DFIs 

with capital, but they could also increasingly guide them to manage expectations to the wider 

public. The subsequent chapter will discuss the findings from the analysis in light of the trends 

set out in the literature review section. 

5. Discussion 
The main issues emerging in the previous sections related to the interface of two broad rationales 

that have emerged in development thinking over the past 20 years. First of all, the literature 

review section has set out a more substantial reliance on private-sector finance for financing 

development cooperation in general, and the SDGs more specifically. Embedded in this private 

turn in development, the role of EDFIs – as organizations with a mandate to invest in the private 

sector in developing countries – has increased at a similar pace. Second, and parallel to the 
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private turn in development, there has been increasing financialization of European development 

policy that entails a greater EU-reliance on FIs in pursuing geopolitical motives. After having 

played a countercyclical role in response to the GFC, more emphasis has been placed on EDFIs in 

the private-sector response to the current crisis. This is a reflection of how EDFIs have taken 

center stage in European development cooperation.  I will now discuss what the COVID-crisis 

means for these broader trends in the literature review section. 

 

5.1 COVID-19, EDFIs and the Private Turn in Development 
Of the wide range of actors composing the development finance landscape, EDFIs have arguably 

become one of the biggest winners from the private turn in development. Chapter two set out 

how EDFIs as ‘non-traditional’ state actors became legitimate development actors in the wake of 

the GFC. This was mostly because of their countercyclical behavior. Subsequently, the adaptation 

of the SDGs in 2015 further legitimized EDFIs as an important actor in the development finance 

architecture. As public-private partnerships have become more important, EDFIs have gained 

legitimacy as they understand and work with the sectors of government, business, and finance. 

This understanding increasingly allows them to take center stage in distributing risks between 

these parties.  

 
In discussing the implications of the recent outbreak of the COVID pandemic for the private turn 

in development, it is important to pay attention to the unique position of EDFIs operating as a 

bridge between their shareholders – the European governments – and the private sector. The 

bridge function of DFIs has become even more critical in the COVID-crisis for two reasons, 

reflecting ‘both ends of the bridge.’ First, on the private-sector end of the bridge, the analysis has 

demonstrated that the outbreak of the pandemic and subsequent increased risks have led to an 

outflux of FDI from SSA. In other words, private finance to SSA has declined as a consequence of 

the crisis. Second, on the public sector end of the bridge, European governments have become 

more constrained in providing development aid to SSA as they first have to mitigate the impact 

of the COVID-pandemic in their own countries. As a consequence of these two trends, EDFIs have 

been put forward as essential players in scaling up the much-needed capital by serving as 

important bridges between the public and private sectors in an attempt to maximize the impact 
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of scarce government resources currently available. The analysis has demonstrated this growing 

reliance on EDFIs in the initial stage of the outbreak of the crisis. Among other things, this was 

reflected in a call to action in which EDFIs were argued to be “the vital front line” and “the 

European institutions in the best position to act swiftly in support of the private sector in 

vulnerable countries by providing emergency credit lines to client institutions before it is too late, 

something no other institution can do (EDFI, 2020b).” In concluding the relationship between the 

COVID-crisis and the private turn in development, I argue that the COVID-crisis has not changed 

the Western belief that the private sector is fundamental to achieving the SDGs. However, it has 

created a reality in which we see an increased financing gap accompanied by a growing need for 

private investments to close this gap. In this new reality, DFIs have become increasingly 

important players to decrease risks and lead private investors back into SSA. 

 
As argued by an FMO fund manager, DFIs aim to support businesses so that they can eventually 

access commercial lenders and private finance (Interview 12). Thus, DFIs understand their role 

regarding the private sector as an enabler of private finance for developing markets with the aim 

to create jobs and support sustainable economic growth. This implies that if we move closer to 

achieving the SDGs, EDFIs will become less relevant and might eventually disappear altogether. 

Simultaneously, EDFIs have seized the COVID-crisis as an opportunity to argue for their relevance. 

The COVID-crisis, thus far, shows the withdrawal of certain commercial banks and other private 

investors from SSA as risks increase. Ultimately, this means that COVID will be “good for business” 

in the sense that it will be easier for EDFIs to find bankable projects as it becomes easier to be 

additional to the market (De Boer, 2020). Worst-case scenario, this creates opportunities for DFIs 

to move back into countries that have otherwise too low of a risk but offer better financial 

returns. This is contradictory and poses normative questions to their role as development actors. 

Are they here to create a long-term development impact for the most vulnerable or will they be 

driven by financial motives? As the crisis develops, this is an important question for DFIs to 

answer. 
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5.2 COVID-19 and the financialization of European development cooperation 
Another key factor relevant to this discussion is the growing reliance of the EC on the FIs for its 

BF operations and development cooperation more broadly. This process is also referred to as the 

financialization of European development cooperation. The analysis has demonstrated that the 

European development finance architecture plays a powerful global role but is also complex and 

composed of a large quantity of actors at EU and national levels. Furthermore, the analysis has 

demonstrated that the EC will continue to rely on its FIs to play an increasingly important role in 

the wake of the COVID-crisis. This means that FIs – such as EDFIs – are seen as a crucial 

component in Europe’s response to the crisis and implies a deepening of the process of 

financialization of European development cooperation. The increasing EC reliance on FIs in 

achieving its geopolitical and development objectives has several implications for EDFIs. 

 
First, as EDFIs are to take on more EC-financed investments, they will be more exposed to the 

wider public. Over the past couple of years, this growing exposure has already led to several 

critical NGO reports that, among other things, criticize DFIs for violating human rights through 

their investment projects (see Oxfam, 2019). DFIs often argue that they intend to ‘walk the talk’ 

on human rights (FMO, 2017). For example, Nanno Kleiterp (2016: 59), former CEO of FMO 

argued that DFIs have a key role in facilitating a constructive dialogue with NGOs: “We must 

become better at reaching out to NGOs in a constructive way and also at improving the way we 

explain why and how we execute our projects and achieve our impact objectives”. Their growth 

in exposure following the pandemic outbreak means that EDFIs must increase their efforts to 

demonstrate to their governments and to the public the positive impact that they are realising 

through their activities. Some DFIs have demonstrated to be well aware that they are responsible 

for making themselves known to the wider public. For example, since the outbreak of the COVID-

virus, EDFI and the separate EDFIs have co-organized several webinars. However, more could and 

should be done to more actively ‘walk the talk’ and demonstrate their added value. 

 
Second, one of the DFI interviewees argued: “We need to be cautious and realistic in terms of 

what DFIs can do. I’ve certainly seen for the last 4 to 5 years this idea that we can do everything, 

and I think that's just completely not true” (Interview 4). This also indicates that to guide the 
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wider public on their role, DFIs need to be clearer on their scope and limitations vis-a-vis other 

actors. This would help in creating a more constructive dialogue on the question: What should 

they and what shouldn’t they do? In this regard, the enhanced partnerships that are emerging 

from the crisis do not only offer EDFIs an opportunity to respond more effectively to the 

economic impact of the COVID-crisis in the markets they operate, but, arguably, as EDFIs 

continue to gain in importance it will also help them to demonstrate how and why they play a 

role in creating long-term development impact. 

 
Overall, these observations mean that EDFIs’ role in the wider European development financial 

architecture is changing. For example, this becomes clear from FMO’s 2020 interim report that 

responds to the current COVID-crisis. As argued in the report, “FMO’s role is to bring together 

governmental, NGO and commercial parties to invest capital (back) into emerging and developing 

markets to boost resilience post-COVID-19” (FMO, 2020b). As the financialization of European 

development deepens, EDFIs show a willingness to play a more explicit role in coordinating the 

global response to the crisis, beyond the mere provision of financing. 

 

5.3 COVID-19, EDFIs and Blended Finance for Agriculture 
The analysis has presented an overview of the challenges and opportunities for BF for agriculture. 

It showed us that the debate is moving and that BF for agriculture practices are developing. 

However, an important question that remained unanswered in this section is how the recent 

developments in the area of BF for agriculture relate to the current COVID-crisis. In linking the 

two, it is important to highlight that the COVID-crisis has increased the threat of food insecurity. 

Due to COVID-effects, food systems’ resilience is weakened and therefore more vulnerable to 

additional shocks (e.g., pests) or gradual changes (e.g., climate change), posing additional risks to 

maintain food security. Subsequently, food safety and specifically the thread of zoonotic diseases 

are argued to increasingly influence production systems (Demmers, 2020). 

 
A number of the interviewees pointed at a growing importance of agriculture in the wake of the 

COVID-crisis (Interviews 2, 3, 9, 11, 12, 20). “I think that there is a crucial role to play for 

agriculture and climate adaptation” (Interview 11). “Eventually, what the COVID-crisis shows is 

that the resilience of local communities has to be reinforced massively,” highlighted FMOs BF 
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lead (Interview 11). “Also, regarding biodiversity and sustainable agriculture, because you don’t 

want these viruses to transmit from animals to humans. So, this requires a strong society, that is 

capable to prevent such a jump. That, thus, requires more attention for smallholder farmers: for 

the people that live there, work there, and understand the ecosystem” (Interview 11). Besides, 

EU Commissioner Urpilainen emphasized the importance of food systems and agricultural 

finance in the recovery from the crisis: “We already have good experience of blending our funds 

in agriculture with several financial institutions, but we can do more. I hope that we can further 

ramp up sustainable agricultural investments in the coming months” (ECDPM, 2020b).  

 
The analysis has shown that the practice of BF for agriculture has evolved at a rapid pace and is 

catching up with other areas. The analysis has showed that the outbreak of the COVID-pandemic 

has further uncovered the importance of agricultural investments in the developing world. All in 

all, the findings suggest that BF for agriculture will experience a scale-up in the wake of the 

COVID-crisis and that EDFIs will play a vital role in re-chaneling European capital through these 

BF for agriculture facilities.  

 

5.4 Conflicting interests, conflicting perceptions? 
The analysis has revealed some of the conflicting interests and motives between the public and 

private sector in financing development. Simply speaking, while private investors want to make 

the most returns for a given risk, grant-makers want the most impact. Uniquely positioned, DFIs 

are expected to do both. On the one hand, DFIs are expected to offer finance on terms not 

available from the private sector, because this is how DFIs can prove that they are additional. On 

the other hand, DFIs strive for market or near-market financial return on their investments. 

Several (former) EU representatives criticize EDFIs for not investing enough in LICs that most need 

these BF schemes (Interviews 7, 13). At the heart of this criticism lies the argument that EDFIs 

are not taking enough risks in their investments. However, balancing the social and financial 

returns can be a complex and sometimes contradictory task for DFIs. There is considerable 

financial pressure involved as DFIs are seeking to maintain AAA credit ratings, which makes it 

difficult for DFIs to find enough bankable projects in LICs. Logically – bearing the financial return 

aspect in mind – this also means that DFIs will not, and cannot, only invest in LICs. EDFIs consider 
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each project within the broader context of the portfolio they aim to create. This means that to 

remain profitable and balance their portfolios, they will continue to make some investments that 

are safer, even as they look to invest more in LICs. The practice of BF has been developed to 

catalyze private investments and EDFIs have been identified to help bridge the divide. Therefore, 

the increase in EC-funds is considered a pleasant development as it reinforces EDFIs firepower to 

invest more capital. As explicitly articulated in FMO’s annual report, “FMO and the DFI 

community are benefitting from a greater availability of blended finance offered by institutions 

such as the EC, Global Climate Fund and national governments” (FMO, 2020b).  

 
Several DFI interviewees identified the development of bankable projects as their biggest 

bottleneck (Interviews 4, 10, 11). As – pre-crisis – commercial investors were slowly moving 

towards developing country-markets, it also became more difficult for EDFIs to find bankable 

projects additional to the market. If EDFIs want to move more towards developing countries, 

they must change their approach to how they do project development; otherwise they will 

continue to struggle to deploy their capital. That is because in LICs, there are simply not enough 

projects that meet their investment criteria. This leads us to the discussion on how tightly DFI 

investment should be targeted. If they require the highest environmental standards, if financial 

products must be at the bottom of the period, if a fixed percentage of entrepreneurs must be 

women, if investment must target post-conflict countries, then the addressable market will 

indeed remain very small. Because few potential clients in the emerging markets meet all of these 

criteria, DFIs must find the best possible balance. A former manager agribusiness at the EBRD 

further explained this (Interview 6): 

 
You cannot start in the most difficult economy by doing the most difficult project. You have 

to start by doing an easy project in a difficult economy if you want it to be successful. [...] 

So, you know, they are investing in some private equity fund and they are  putting so many 

constraints to the private equity fund in terms  of SMEs, in terms of environment, in terms 

of gender, in terms of  inclusion, all the kind of things that you put on paper.  And they are 

important. I don’t deny that. But you cannot tick all the boxes from the outside. Already 
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finding an investment that will bring you a bit of return is complicated in this kind of 

economy, so you cannot make it even more complicated. 

 
Therefore, as EDFIs claim to move towards LICS, it becomes increasingly important that the aim 

of a particular DFI investment is made clear. If EDFIs aim to achieve much more specific types of 

investment, which are seen to have a higher development impact per deal but higher effort per 

deal and smaller tickets, then they should define this. Nevertheless, they should also recognize 

that other investments, perhaps perfectly viable investments that generate jobs but do not meet 

other policy objectives, will be screened out.   

 
This discussion also brings us back to the concept of additionality. As explained in the literature 

review section, the concept of additionality suggests that DFI’s finance should be additional to, 

not a substitute for, available private financing. This is crucial because, without additionality, any 

claim to development impact is irrelevant and suggests scarce public resources might be mis-

deployed. A joint multilateral development bank framework even states that “additionality is a 

threshold condition, sine qua non for considering a potential intervention” (WB, 2018b: 7). This 

means that if a commercial bank wants to invest, this is viewed by DFIs as positive because it 

demonstrates a market for commercial investors. If there is no such market for commercial 

investors, DFIs will try to close that gap by being ‘additional’ to the market. This also has 

important implications for the long-term vision of EDFIs vis-à-vis commercial investors: whilst 

EDFIs offer long-term loans looking to achieve lasting impact, commercial investors are mostly 

led by a short-term vision. Foreign commercial banks provide loans of up to three years in most 

countries. By contrast, development banks provide loans of up to fifteen years. The 

consequences of this long versus short-term vision become most visible when risks increase (i.e., 

in times of financial or political crises). In contrast to commercial investors who withdraw from 

markets that experience risk increases that go beyond the accepted commercial risks and try to 

limit the losses, DFIs are mandated to step up and provide countercyclical finance.  

 
The depth of the COVID-crisis calls for EDFIs to step up their engagement further and lend 

countercyclically and at scale. The impact of the COVID-crisis differs significantly from the impact 



 76 

of the GFC in two important regards. Whereas EDFIs succeeded in being countercyclical in the 

wake of the GFC, until recently [July 2020], EDFIs had not yet delivered on the promise to be 

countercyclical in their response to the COVID-crisis. This can – to a large extent – be explained 

by the scope and nature of the current COVID-crisis – that differs significantly from the GFC. First, 

during the GFC, EDFIs were in no way restricted to travel and were thus able to meet with existing 

and potential clients, deliver technical assistance, and carry out due diligence. In conclusion, the 

geographical scope of the current crisis in combination with the imposed lockdowns and 

subsequent operational difficulties to carry out due diligence sufficiently, make it significantly 

more complicated for EDFIs to act countercyclical as compared to the GFC.  

 

This does, however, not mean that EDFIs should not try to do more. The COVID-crisis shows that 

their current business models are not well-suited to operate from a distance, due to a lack of 

local presence. They will have to revisit their business models and modes of operation to scale 

up and adjust their engagement with local stakeholders to continue due diligence. At the same 

time, DFIs face increased and diversified risks caused by a greater uncertainty related to COVID. 

These include higher default risks from their borrowers and potentially higher losses, lower 

returns, higher currency risks, increased macroeconomic instability, and higher political risk. 

These observations show us that during a crisis – like the COVID-crisis – the logical tensions of 

the DFI-model are most exposed. As explained earlier, DFIs are expected to generate social as 

well as financial returns. Finding an acceptable balance between the two already proves difficult 

in non-crisis times. In times of crisis, however, they are asked to act countercyclically and protect 

their balance sheets simultaneously. In other words, this means that they are being asked to 

outsize risks while avoiding effects on balance sheets and ratings. The difficulties with this are 

exemplified by the observation that for the first time since its financial independence from the 

Dutch government in 1990, FMO expects to make a loss (FMO, 2020b).  

 
Changes in DFIs operations can partly be made by internal management, such as restructuring 

some loans, redirecting some investment, and simplifying internal procedures to speed up the 

decision-making. However, more substantial adjustments require the approval of their 

shareholders. DFIs are in constant contact with their main stakeholder and shareholder – the 
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government (Interview 12). Ultimately, governments are key to EDFIs’ future: in the case of FMO, 

the Dutch government owns more than 90% of its capital (Kleiterp, 2016). This means that 

without government support, EDFIs could not exist in their actual form. Therefore, EU member 

states should also become more active shareholders and help protect the DFIs’ portfolios, 

preventing future losses.  

 

A key question for the future of development finance is whether the COVID-crisis will lead to a 

rethinking of development cooperation as we know it today or if we will see a continuation of 

the strong reliance on private-sector financing in which FIs – such as EDFIs – continue to play an 

important catalyzing role. It is clear that the ‘return to normal’ will be a return to a different 

‘normal’ and Urpilainen recently referred to the COVID-crisis as “a turning point in history” 

(ECDPM, 2020b). Ultimately, in reflecting on the above-posed question, I conclude by arguing 

that the COVID-crisis should, thus far, not be considered the start of a new chapter in 

development cooperation as we have seen in the wake of previous crises. Contrary, I argue that 

this crisis excites a deepening of public-private partnerships. Thereby, it will accelerate trends set 

in motion over the past 20 years such as a stronger reliance on private finance and the 

financialization of development cooperation. This means that the COVID-crisis should be 

considered an accelerator of a stronger goal-based development thinking adopted with the 

MDGs and SDGs. 

 

Ultimately, the analysis has demonstrated that EDFIs are changing by increasingly engaging in 

innovative partnerships with non-traditional partners, thereby creating new business models. 

The outbreak of the COVID-pandemic presents an important test for EDFIs to demonstrate that 

they are indeed a crucial component of Europe’s development finance architecture. However – 

as I have argued in this discussion section – they will not pass this test solely on their own.  Later 

this year, the Finance in Common Summit is taking place. This summit will be the first global 

meeting that gathers the whole – bilateral and multilateral – development bank community 

together with other key stakeholders, such as Heads of State, governments, and representatives 

from civil society, the private sector, academia and think tanks (Finance in Common, 2020). This 
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creates ample opportunity for EDFIs to deepen cooperation with other relevant actors. 

Simultaneously, the Finance in Common Summit should also be seen as an important opportunity 

for their shareholders to suit the action to the word and enable their DFIs to play a more 

significant role in response to the COVID-crisis at the speed that is required. 

 

6. Conclusion 
In this thesis, I aimed to advance our understanding of EDFIs and their role in the wider European 

development finance architecture. To this end, the thesis explored the role of EDFIs in mitigating 

the impact of the COVID-crisis on sub-Saharan Africa’s private sector, with a specific focus on 

agriculture, and asked how EDFIs are developing their approach to cooperation and partnerships 

in response to the crisis. Most importantly, the findings showed that the ongoing COVID-crisis 

accelerates three modes of partnerships in which EDFIs play an essential role. First, the crisis has 

brought about stronger cooperation between bilateral DFIs. This stronger cooperation has the 

potential to better combine resources and knowledge of specific markets that enhance the 

effectiveness of co-investments. Second, the analysis showed that the COVID-crisis leads to 

stronger cooperation between EDFIs and local actors and NGOs. This is crucial as – opposed to 

the multilateral development banks – EDFIs do not have local offices, and subsequently, their 

local knowledge is limited. Local knowledge has become crucial, as EDFIs cannot travel anymore 

to conduct due diligence on existing and potential clients. Furthermore, by cooperating with local 

actors and NGOs early on in the project development cycle, EDFIs can diminish the risks and 

enhance the potential to develop more bankable projects. Third, the findings imply that the 

COVID-crisis has led to stronger cooperation between the EC and the European FIs. This is vital 

as the EU currently lacks a coherent approach towards development finance regarding SSA. EU-

interventions need to be better coordinated. The External Investment plan and the enhanced 

EFSD+ are here to stay, and so are EDFIs. Promoting the synergy among EDFIs and European 

institutions should, therefore, be at the forefront of the ECs efforts to reduce Europe’s 

fragmented financial architecture. The recently adopted ‘Team-Europe’ approach can contribute 

to this change and turn current competitive dynamics between the FIs into synergies.  
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In conclusion, this thesis makes important contributions to the limited existing literature on the 

role of EDFIs by introducing them as a ‘new’ contemporary aid actor for European Development 

Policy. Thereby, it enhances our understanding of European development cooperation more 

broadly and the gradually increasing role of blended finance herein. Furthermore, it contributes 

to the literature on public-private partnerships for the SDGs by enhancing our understanding of 

the current role played by EDFIs in existing partnerships and in developing new and innovative 

partnerships in the wake of the COVID-crisis.  

 
In this thesis, space considerations worked against a proper treatment of some of the other 

important analytical elements, which future research should address. Hence, I propose a future 

research agenda that examines two aspects of the COVID-DFI nexus that remained underexposed 

in the current thesis. First, several interviewees pointed towards the growing importance of 

digitalization for development finance in the immediate response to and in the wake of the 

COVID-crisis (Interviews 9, 17, 18). Digital financial inclusion was already a development priority 

before the COVID-outbreak (Miller et al., 2020). It offers a transformational solution to 

individuals and MSMEs operating in the informal economy that find it particularly difficult to 

access formal financial services (OECD, 2018). This is of particular importance to development 

finance for agriculture as many of these MSMEs in SSA operate in the agricultural sector. The 

emergence and expansion of digital infrastructure are making it much cheaper and less risky for 

rural communities to access financial services (AGRA & Learning Lab, 2020). Moreover, as more 

data on smallholder farmers becomes available, the high perceived risks are also reduced. As 

around 80 percent of MSMEs in the world are informal, there is a vital role to play here for digital 

finance. Now, with the outbreak of the COVID-pandemic, digital financial inclusion has become a 

lifeline - both in providing short-term relief and as a central element of a long-term, sustainable 

recovery (Miller et al., 2020). As DFIs are increasingly investing in digital solutions (see Runde et 

al., 2019), future research should further assess their potential in improving financial inclusion in 

SSA’s informal MSME sector in the wake of the COVID-crisis. 

 
Second, a key unresolved question deals with the implications of the COVID-crisis for the 

currently weak relationship between bilateral DFIs and local African governments. In analyzing 
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the current state of BF for agriculture, I discussed the importance of getting African governments 

on board. Interestingly, a number of interviewees pointed to increasing awareness of African 

leaders to diversify their economies and capture more value in their countries by moving into 

higher value-added activities (Interviews 2, 3, 14, 21). As one of the interviews explained: “There 

is a real sense, even for the [African] governments themselves, that they need to invest more 

in local supply chains […] to be able to transform and be able to feed their own cities. This has 

always been in the back of their mind, but COVID, in particular, has really brought this to the 

forefront” (Interview 14). With the African Continental Free Trade Agreement (AfCFTA) set to 

begin in January 2021, Africa will establish the largest free trade area in the world in terms of 

countries participating. Most importantly, the AfCFTA is argued to create new inter-African trade 

opportunities for MSMEs – an important target group for EDFIs (UNECA, 2017). However, EDFIs 

are often criticized for not coordinating their activities sufficiently with local governments and 

country plans (ODI, 2020). Therefore, future research should further explore how the AfCFTA 

might impact the operations of EDFIs in the wake of the COVID-crisis.  

 
All in all, this thesis has demonstrated that the COVID-crisis has strengthened Western 

policymakers’ sense of urgency that catalyzing private finance for development has become even 

more important as the financing gap widens. Concretely, for EDFIs this means that they will 

continue to gain in importance. As financial institutions with a mandate to invest in private-sector 

development in developing countries they are very well positioned to respond rapidly to current 

demands. It is now up to them – and their shareholders – to prove they are strong and reliable 

partners in the global development finance landscape and ‘build back better.’ 
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8. Appendices 
 
Appendix 1. EDFI membership overview: Sectors, regions of operation, and governance structure and ownership. 
 

Name Country Year Sector10 Region11 Governance structure and ownership 

BIO  Belgium 2001 I, F, A, SME G BIO is a Limited Liability Company (S.A.), wholly owned by the Belgian government. 

CDC Group United 
Kingdom 

1948 F, I, S A, SA CDC is a Public Limited Company, wholly owned on behalf of the UK government by the 
Department for International Development (DFID).  

COFIDES Spain 1988 I, A, M, SME, S G, LA COFIDES is a Limited Liability Company (S.A.), owned by the Spanish government (53%) 
through different public institutions and the four largest Spanish commercial banking 
groups (47%). 

DEG  Germany 1962 A, F, I, M, SME G DEG is a Limited Liability Company (GmbH) and is wholly owned by KfW. KfW is owned by 
the German Federal government (80%) and Länder (20%). The Ministry of Economic 
Cooperation and Development holds the position of Head of the Supervisory Board. 

Finnfund  Finland 1980 F, I, A G Finnfund is a Limited Liability Company (Oy) and is owned by the State of Finland (93.4%), 
Finnvera (6.5%) and Confederation of Finnish Industries EK (0.1%). It is operating under 
the domain of the Ministry of Foreign Affairs and holds a banking license.  

FMO  The 
Netherlands 

1970 F, I, A G FMO is a Public Limited Liability Company (N.V.) and operates with a banking license. The 
majority shareholder is the Dutch government (51%), while the remaining shares (49%) 
are held by private sector entities such as Dutch banks, employers’ associations and trade 
unions.  

IFU  Denmark 1967 F, I, A G IFU is a self-governing fund established by the Danish government. The Minister of 
Foreign Affairs appoints the board of IFU and the CEO.  

 
10 Sectors: I=infrastructure; F=financial services; A=agribusiness; M=manufacturing; SME=small and medium-sized 

enterprises; S=services 
11 Regions: G=global; A=Africa; A-P=Asia-Pacific; EE=Eastern Europe; LA=Latin America; MENA=Middle East and North 

Africa; SA=South Asia 
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Norfund  Norway 1997 I, F, A A, LA, A-
P 

Norfund is a company by special statute with limited liability, wholly owned on behalf of 
the Norwegian government by the Ministry of Foreign Affairs 

OeEB  Austria 2008 F, I, A G OeEB is a Joint Stock Company and operates with a banking license.  

PROPARCO  France 1977 F, I, A, S G PROPARCO is a Limited Liability Company (S.A.) and a subsidiary of Agence Française de 
Développement (AFD) with 20 shareholders. Alongside AFD (74%), its main shareholders 
include public and private financial institutions, service companies and ethical funds and 
foundations.  

SBI-BMI  Belgium 1971 S, A, I A-P, LA, 
A 

SBI-BMI is a Limited Liability Company (S.A.). 63% of its shareholders’ capital is held by 
the Belgian government through the Belgian Federal Participation and Investment 
Company and the National Bank of Belgium, while the remaining 37 % is held by banking 
institutions and other private companies. 

SIFEM  Switzerland 2005 F G SIFEM is a Limited Liability Company (S.A.), wholly owned by the Swiss government.  

SIMEST  Italy 1991 S, I, A G SIMEST is a Joint Stock Company (SpA) and is controlled by the publicly owned Cassa 
depositi e prestiti Group (CDP) - the Italian National Promotional Institution. The 
remaining shareholders include banks and trade associations.  

SOFID  Portugal 2007 I, S, A A, LA, 
MENA 

SOFID is a Limited Liability Company (S.A.), owned by the Portuguese state (59.99%), four 
large Portuguese banks (each holding 10 %) and ELO - the Portuguese Association for 
Economic Development and Cooperation (0.01%). 

Swedfund Sweden 1979 F, I, A G Swedfund is managed by the Swedish Ministry of Enterprise and Innovation. Its 
operations are financed by capital injections, for which the Swedish Ministry for Foreign 
Affairs is responsible, and through reflows from the portfolio.  

Sources: EDFI (2018) and Savoy et al. (2016) 
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Appendix 2. Interview Methods Table. 
 

Interview 
number 

Description of interviewee Organization Gender Status Source Length Date Recording Transcript 

1 Manager agriculture and food 
security 

WB Male Conducted 
via regular 
phone call 

Sample 
frame 

35 mins 1 June 
2020 

Audio 
recording 

Confidentiality 
requested 

2 Lead agricultural economist WB Male Conducted 
on Microsoft 
Teams 

Referred  55 mins 9 June 
2020 

Audio 
recording 

Confidentiality 
requested 

3 Agriculture global practice 
manager and former lead for 
agribusiness private sector 
development 

WB/IFC Female Conducted 
on Zoom 

Referred  40 mins 28 July 
2020 

Audio 
recording 

Confidentiality 
requested 

4 Director Strategic projects and 
Operations 

IFU  Male Conducted 
on Skype for 
Business 

Sample 
frame 

45 mins 2 June 
2020 

Audio 
recording 

Confidentiality 
requested 

5 Associate Director Agriculture EBRD Male Conducted 
on Zoom 

Referred  40 mins 12 June 
2020 

Audio 
recording 

Confidentiality 
requested 

6 Former manager Agriculture EBRD Male Conducted 
on Zoom 

Referred  35 mins 22 June 
2020 

Audio 
recording 

Confidentiality 
requested 

7 Head of Cooperation EU 
Delegation in South Africa and 
former deputy head of 
sustainable agriculture 

EC – DG DEVCO Male Conducted 
on WhatsApp 

Sample 
frame 

30 mins 12 June 
2020 

Audio 
recording 

Confidentiality 
requested 

8 Investment and innovation 
policy officer 

EC – DG DEVCO Male Conducted 
on WhatsApp 

Sample 
frame 

35 mins 4 June 
2020 

Audio 
recording 

Confidentiality 
requested 

9 Manager inclusive finance AGRA  Female Conducted 
on Microsoft 
Teams 

Sample 
frame 

40 mins 4 June 
2020 

Audio 
recording 

Confidentiality 
requested 
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10 Manager agribusiness FMO Male Conducted 
on Skype for 
Business 

Referred 30 mins 6 April 
2020 

Audio 
recording 

Confidentiality 
requested 

11 Manager public investment & 
blended finance 

FMO Male Conducted 
on Skype for 
Business 

Sample 
frame 

40 mins 10 June 
2020 

Audio 
recording 

Confidentiality 
requested 

12 Fund manager FMO Female Conducted 
via regular 
phone call 

Referred  35 19 June 
2020 

Audio 
recording 

Confidentiality 
requested 

13 Lead technical cooperation and 
former director European 
Commission for Sustainable 
Growth and Development  

FAO Male Conducted 
on Zoom 

Sample 
frame 

20 mins 10 June 
2020 

Audio 
recording 

Confidentiality 
requested 

14 Chief of Africa service 
Investment Centre 

FAO Female Conducted 
on Zoom 

Sample 
frame 

50 mins 3 June 
2020 

Audio 
recording 

Confidentiality 
requested 

15 FMO policy coordinator Dutch Ministry of 
Foreign Affairs 

Male Conducted 
on FaceTime 

Referred  40 mins 11 June 
2020 

Concurrent 
notes 

Confidentiality 
required 

16 Policy advisor innovative 
finance for development 

Dutch Ministry of 
Foreign Affairs 

Male Conducted 
on FaceTime 

Sample 
frame 

40 mins 11 June 
2020 

Concurrent 
notes 

Confidentiality 
required 

17 Program manager financial 
inclusion 

NPM Inclusive 
Finance Platform 

Male Conducted 
on Microsoft 
Teams 

Sample 
frame 

35 mins 2 June 
2020 

Audio 
recording 

Confidentiality 
requested 

18 Lead innovative financing, 
systems change, and 
technology 

International 
Federation of Red 
Cross 

Male Conducted 
on Microsoft 
Teams 

Sample 
frame 

35 mins 3 June 
2020 

Audio 
recording 

Confidentiality 
requested 

19 Senior advisor business and 
partnerships 

SNV Female Conducted 
on Microsoft 
Teams 

Pre-existing 
contact 

45 mins 15 June 
2020 

Audio 
recording 

Confidentiality 
requested 

20 Investment officer ‘AgriFI’  EDFI MC Male Conducted 
on Microsoft 
Teams 

Referred  30 mins 19 June 
2020 

Audio 
recording 

Confidentiality 
requested 
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21 Rural development specialist Inter-American 
Development 
Bank 

Male Conducted 
on Microsoft 
Teams 

Referred  30 mins 19 June 
2020 

Audio 
recording 

Confidentiality 
requested 

22 Policy advisor microfinance and 
agri-finance 

Oxfam Novib Male Conducted 
on Zoom 

Referred  35 mins 2 July 2020 Audio 
recording 

Confidentiality 
requested 
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Appendix 3. Overview of the main categories, subcategories, and their relationships. 
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Appendix 4. Descriptive characteristics of webinar participants. 
 

Interviewee Title Organization Date Webinar source 

Catherine Collin Head of Regional Representation East Africa EIB 29 June 2020 European Centre for 
Development Policy 
Management 

Soren Andreasen  General Manager EDFI 29 June 2020 European Centre for 
Development Policy 
Management 

Linda 
Broekhuizen 

Chief Investment Officer FMO 19 June 2020 AFIFORUM – Asian Financial 
Institution Forum 

Marnix Monsfort Head of Financial Institutions FMO 19 June 2020 AFIFORUM – Asian Financial 
Institution Forum 

Jutta Urpilainen EU Commissioner for International Partnerships EC 11 September 2020 European Centre for 
Development Policy 
Management 

 
Sources: ECDPM (2020a), ECDPM (2020b) and AFIFORUM (2020) 


	Abstract
	List of tables and figures
	Tables
	Figures
	Acronyms and abbreviations
	1. Introduction
	2. Literature review
	2.1 The Private Turn in Development Finance and the emergence of Public-Private Partnerships
	2.2 Development finance and the Sustainable Development Goals
	2.3 Using Blended Capital to Finance the Sustainable Development Goals
	2.4 The rise of Development Finance Institutions
	2.5 The European Union and the Transformation of Development Finance
	2.6 Development Finance Institutions and the Global Financial Crisis

	3 Methodology
	3.1 Philosophy of Science
	3.2 Positionality and interview-based research
	3.3 Research design
	3.3.1 The exploratory study
	3.3.2 Open-ended, semi-structured interviews as means of data collection
	3.3.3 A non-random sampling technique
	3.3.4 Interview situation and process
	3.3.5 Saturation
	3.3.6 Qualitative content analysis as a means of data analysis
	3.4 Challenges
	3.4.1 Reshaping the research design in a global pandemic
	3.4.2 The power of the interviewer
	3.4.3 Male/Female ratio
	3.4.4 Validity and reliability

	4. Analysis
	4.1 The immediate impact of the COVID-crisis
	4.1.1 The socio-economic impact of the COVID-19 crisis on sub-Saharan Africa
	4.1.2 The immediate impact of the COVID-19 crisis on European DFIs
	4.1.2.1 Managing a shrinking pipeline
	4.1.2.2 Supporting existing clients in need
	4.1.2.3 Adapting the modus operandi to the crisis

	4.1.3 EDFIs remain on the lookout for potential clients
	4.2 The COVID-crisis as an accelerating force in the transformation of development finance
	4.2.1 New ways of engaging in development finance through partnerships and cooperation
	4.2.1.1 An increased cooperation between bilateral DFIs
	4.2.1.2 An increased cooperation at the European level through ‘Team Europe’
	4.2.1.3 An increased cooperation with local actors and NGOs

	4.2.2 From crisis to opportunity
	4.3 Blended finance for agriculture: Challenges and opportunities
	4.3.1 Different paths to agricultural development
	4.3.2 The missing middle in financing agriculture
	4.3.3 The European Union and its pledge to reach the missing middle through blended finance for agriculture
	4.3.4 A growing understanding of the potential of blended finance for agriculture
	4.3.5 Allocation of capital: Where should the money flow?
	4.3.6 Getting recipient country-governments on board

	5. Discussion
	5.1 COVID-19, EDFIs and the Private Turn in Development
	5.2 COVID-19 and the financialization of European development cooperation
	5.3 COVID-19, EDFIs and Blended Finance for Agriculture
	5.4 Conflicting interests, conflicting perceptions?

	6. Conclusion
	7. Reference list
	8. Appendices



