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Preamble é

Å Pre and post independence African development 

finance institutions, DFIs:

ÅNational development banks/ corporations

ÅSmall enterprise development corporations

ÅAgricultural development banks/ corporations

ÅHousing finance banks; etc.

Å The demise of African DFIs

ÅOwnership by Government

ÅUnder capitalisation

ÅInadequate project appraisal/ management skills

ÅIneffective oversight of their operations

ÅDraw lessons from the experience of the Industrial 

Development Corporation (IDC) to inform good 

practice in African DFI operations

ÅMandate slippage

ÅMismanagement

ÅIneffective institutions

ÅInsolvencies



The IDC ïa corporate profile

The IDCôs Head Office in Sandton (Johannesburg)  

Å Established in 1940, the IDC is  a self ïfinancing, 

State-owned development finance institution

Å Provides financing to entrepreneurs engaged 

in competitive industries and enterprises 

based on sound business principles

Å Pays income tax at corporate rates and 

dividends to the shareholder

Å The vision of the IDC is to be the primary 

source of commercially sustainable industrial 

development and innovation to the benefit of 

South Africa and the rest of the African 

continent

ÅAims to maximise developmental and financial 

returns within an acceptable risk profile 



It is possible é.

é. for DFIs to achieve fair financial returns and at the 

same time make good development impact. As such, a 

DFI can become financially self-sufficient without 

compromising or losing sight of its mandate.

é that the true measure of a successful DFI is in the 

extent to which it is able to continuously generate and/ 

or raise non-government funds in the furtherance of its 

mandate. This is particularly relevant in the light of the 

current global financial crisis where DFIs are forced to 

compete for the limited funds available.



Lessons learnt é.

DFI ownership and governance

ÅBeing government-owned, or having government as the 

majority shareholder is not bad per se, if the underlying 

fundamentals are sound, e.g.:

ÅThe DFIôs founding Actis sound and conducive to 

delivering on the developmental mandate

ÅIt specifically limits governmentôs leveragevis-à-vis the 

DFI, and

ÅAllows for the establishment of an ñindependentò Board 

of Directors that is heavily biased in favor of the private 

sector and is not dependent on government largesse or 

patronage for its existence

ÅGovôt adopts an arms length approachto the day-to-day 

operations of the DFI but provides the mandate and the 

basis for legal over-sight of the DFI



Lessons learnt é.

DFI ownership and governance (continued)

ÅThere exists an apolitical, but outspoken civil society 

movement that is aware and protective of its rights 

and responsibilities vis-à-vis the DFI

ÅThe DFI is held accountable by government and civil 

society, and reports periodically and transparently on 

the state of its affairs and achievement with regard to 

its mandate

ÅCompany law is allowed to operate and, management 

and directors are held legally accountable for their 

decisions/ actions

ÅDirectors and management have fixed term contracts

with strict limits on the number of extensions and 

subsequent membership to the Board of Directors

Å



Lessons learnt é.

DFI operational structure

Å Designed by management and aligned to a formal 

corporate strategy that has been adopted by the Board 

of Directors to guide the achievement of the DFIôs 

mandate.

Å Key features to include:

ÅAn Operations Division

ÅSupport Services Division

ÅA formal Performance Management System



ï Equity

ï Quasi-equity

ï Debt

ï Guarantees

ï Trade finance (export-import)

ï Public private partnerships (PPP)

Flexible deal structuring

Å A wide array of financial instruments to 

cover the needs of the target market (a 

one step shop):

Å These may be provided singly or in 

combination

Lessons learnt é.

Financial instruments



ÅGreenfields, expansions & rehabilitations

ÅProfitability & sustainability within a 

reasonable time frame ïnot negotiable

ÅDevelopment impact (jobs, value addition, 

exports) ïnot negotiable

ÅReasonable financial contribution from owners

ÅStrong operating partners or entrepreneurial 

potential ïnot negotiable

ÅOff-take and supply agreements

ÅSecurity

ÅEnvironmental standards ïnot negotiable

Financing criteria

Lessons learnt é.



Á A member of the Association of African 

Development Finance Institutions (AADFI)

Á Provides capacity building in the areas of:

Å HR systems

Å Bench-marking 

Å Risk management

Å Project finance

Å Strategic planning 

Å Performance management

Å Basic Assessment of projects

Å Secondments/ staff exchange programmes

Á Ultimately provides lines of credit, and

Á Co-invests in larger projects

IDC interaction with sister African DFIs



MOZAMBIQUE

ÅMining

ÅHotels and 

Accommodation

ÅManufacturing (Textiles)

ÅAgro-processing

ÅWood processing

ÅEnergy

ÅInd. Infrastructure

ÅTransport infra.

ÅStorage and warehousing

NIGERIA

ÅTelecoms

CAPE VERDE

ÅHotel & 

Accommodation

GHANA

ÅHotels & 

Accommod

ation 

ÅICT

TOGO

ÅFinancial services

GABON

ÅICT

ÅTransport

NAMIBIA

ÅAgric. / agro-processing

ÅMining

BOTSWANA

ÅHotel & 

Accommodation

ÅRestaurant

MALAWI

ÅFood and Agriculture

ÅRetail infrastructure.

ÅFranchising (Tool Hire) 

SUDAN

ÅInfrastructure 

(Water)

KENYA

ÅSugar

UGANDA

ÅHotels & 

Accommoda

tion

TANZANIA

ÅManufacturing 

(Plastic bags)

SEYCHELLES

ÅHotels & 

Accommodation

MAURITIUS

ÅAir transport

ZAMBIA

ÅStorage and 

warehousing

ÅMining

ÅHealthcare

ÅFinancial 

services

SWAZILAND

ÅBasic chemicals

ÅAgro-processing

ÅFinancial services

D.R. CONGO

ÅEnergy

ÅMining

ÅICT

ÅInfrastructure 

Development

EGYPT

ÅAgriculture/

Bio-fuels

CAMEROON

ÅHotel & 

Accommodation

LESOTHO

ÅTelecoms

ÅInfrastructure

LIBERIA

ÅMining

GUINEA 

(Conakry)

ÅMining

MADAGASCAR

ÅMining

ÅHotels and 

Accommodation

NIGER

ÅAbattoir

RWANDA

ÅTelecoms

SENEGAL

ÅTransport

ZIMBABWE

ÅSawmilling

ÅEnergy

ÅManufacturing

IDCôs rest of Africa footprint incl. pipeline (as at December 2008)

CONGO 

(Brazzaville)

ÅTransport

COMOROS

ÅTransport

ERITREA

ÅMining

EQUATORIAL 

GUINEA

ÅTransport

ANGOLA

ÅEnergy

http://upload.wikimedia.org/wikipedia/commons/2/29/Flag_of_Eritrea.svg
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The Industrial Development Corporation
19 Fredman Drive, Sandown
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