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Kenyans watch a campaign ad on a smartphone during the country's 2017 elections. The proposed US International Development Finance Corporation
will support investment of $1bn in telecoms infrastructure in Africa over the next three years © AFP
Aubrey Hruby 3 HOURS AGO

For nearly 50 years, the US has been at a competitive disadvantage in the realm of commercial
diplomacy. After the Marshall Plan, which was the gold standard in aligning commercial and
development interests in the 1940s and 1950s, the US ceded leadership on development finance to
multilateral institutions and stepped into the background.

This was a mistake, as it limited the tools available to US policymakers when engaging with an
increasingly diverse set of countries in differing phases of development. The fast-moving,
bipartisan Better Utilization of Investments Leading to Development (Build) Act, which passed the
House last week, constitutes a major change in approach. If enacted, it will return the US to a
competitive global footing in commercial diplomacy.

In both the House and Senate versions (co-introduced by Senators Bob Corker and Chris Coons,
and Congressmen Ted Yoho and Adam Smith, the Build Act calls for the establishment of an
International Development Finance Corporation that will have new, streamlined investment
capabilities.

This new IDFC will subsume the current US government development finance institution, the
Overseas Private Investment Corporation (Opic), as well as several USAID credit facilities and the
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agency that provides financing for feasibility studies in emerging markets.

The proposed IDFC will be Opic on steroids. It will advance American interests in three critical
ways: 1) it will enhance global competitiveness relative to US trading partners; 2) it will support US
firms seeking opportunities in frontier markets and 3) it will eliminate institutional inefficiencies.

Compared with its competitors in Europe, Opic has
been hamstrung by rigid restrictions on its
operations. It has been unable to deploy equity
financing, thereby making it difficult for US private
equity funds to participate in attractive deals in
frontier markets and limiting the type of projects in
which Opic can directly invest.

The Build Act will not only remedy this self-imposed
hindrance on Opic, but also double the overall
budget for the new IDFC from Opic’s current $30bn
investment cap to a new $60bn limit.

With this additional budget, the IDFC will give US
firms access to funding beyond what is currently
available within European development finance
institutions, which receive annual contributions from

their governments of nearly $10bn a year.

From a geopolitical perspective, the proposed IDFC will also provide the US with a stronger
competitive edge against China and Russia, which are deepening their commercial engagement in
emerging markets in a myriad of ways.

While China lacks a traditional development finance institution, the China-Africa Development
Fund has quasi-equity powers and continues to increase in size. President Xi Jinping announced a
doubling of funds available for Chinese entities in African markets to $60bn at the 2015 Forum on
China-Africa Cooperation, and estimates of total capital flows from China to African countries from
2001 to 2011 range from $70bn to $175bn.

Strengthening the US position vis a vis China is not just for the sake of rivalry — US companies
need increasing access to commercial opportunities in developing countries. Since the 2008
financial crisis, emerging economies have accounted for over 80 per cent of global growth and the
fastest growing countries in the world have consistently been in Africa.

The IDFC will offer US companies more assistance as they enter new, challenging markets and will
act as a critical catalyst in new investments helping to mitigate risk. For example, in 2016, Opic
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assisted Bechtel with co-ordination and development of the Nairobi-Mombasa Expressway Project.
Over a quarter of Opic’s current portfolio consists of investments in African markets and that share
will grow with new initiatives such as Connect Africa. The new programme will invest $1bn in
telecommunications infrastructure over the next three years.

The proposed IDFC will also eliminate inter-agency inefficiencies by combining dozens of tools
currently housed in different agencies such as the US Trade and Development Agency and USAID.
The single new agency will save companies time engaging with Washington and reduce the
frustration of shuttling from office to office, as they will be able to get essential political risk
insurance, debt financing, first loss guarantees, financing for feasibility studies, grants for technical
assistance and development credits under one roof.

Furthermore, the creation of the IDFC will provide a valuable opportunity for the Trump
Administration to improve its current reputation among US corporations stinging from recent
trade restrictions and tougher immigration policy.

Expanding Opic into the IDFC is a clear-cut exercise in enlightened self-interest. Opic investee
projects have supported more than $80bn in exports and created 280,000 US jobs. A larger budget
and streamlined processes will translate into even greater returns to US companies, workers, and
taxpayers.

By passing the Build Act and creating a new IDFC, Congress can invest in a future for stronger US
commercial diplomacy and economic prosperity.

Aubrey Hruby is co-founder of the Africa Expert Network, senior fellow at the Atlantic Council
and co-author of ‘The Next Africa’ (2015).
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