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[bookmark: _Toc48407865]Abstract

This research was done in an attempt to explain institutional overlap between multilateral development banks. In order to do this several theoretical approaches were combined, including contested multilateralism and institutional design. Two cases were examined. The first is the overlap between the ADB and the AIIB, where China founded the later because it was dissatisfied with the power dimension in the former. The second case is the overlap between the EBRD and de EDB, where Russia and Kazakhstan founded the EDB because they were dissatisfied with the functioning of the EBRD.
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“What is robbing a bank compared with founding a bank?”
- Bertold Brecht
[bookmark: _Toc48407866]Chapter 1: Introduction

There is an increasing number of international organizations, creating an ever more complex institutional environment. Many of these organizations that seem to have the same mandate or the same goals, or share operating areas and member states. Institutional organizations overlap, and this phenomenon is increasing with the number of organizations there are. 
One subfield of international organizations where this is prevalent are multilateral development banks (MDBs), of which the World Bank is the most well-known. An example of institutional overlap in MDBs can be found in the Asian Infrastructure and Investment Bank (AIIB) and the Asian Development Bank (ADB). These two organizations have roughly the same goals, operate in the same area, and there is a large overlap in the member states. China and a large number of European states are members of both organizations. But Russia is only a member of the AIIB, and the United States and Japan are only members of the ADB. This is just one example, but there are many more MDBs that overlap in different ways, such as the Inter-American Development Bank and the Development Bank of Latin America, the West African Development Bank and the ECOWAS Bank for Investment and Development, or the Islamic Development Bank and the Arab Fund for Economic and Social Development.
It is puzzling that there are multiple different organizations with the same mandate. Why would states create or participate in an organization that fulfills the same function as an already existing organization? The part where the membership of these organizations does not overlap is equally puzzling. If there is a good reason to participate in this overlap, why are there states that choose to be a member of only one organization?
Since institutional overlap is a relatively new topic, the literature about it is still very much in development. Previous research explores multiple causes of overlap, but these are all developed with regards to different international organizations than multilateral development banks. This means that certain types of organizations have been left out. One of these are Multilateral Development Banks. The progress made also differs largely per type of organizations. Certain types of organizations have been the focus of current research, such as trade (Busch, 2007) and security (Hofmann, 2009; Weiffen et al., 2013) organizations. Although focused not focused on MDBs, the existing literature about overlap in other domains may offer theoretical insights that are applicable to MDBs and introduce variables that will help explain the phenomenon.
 Among the causes mentioned is the possibility of forum shopping, where states use overlapping institutions to select the best one to settle disputes (Busch, 2007).  It is also argued that the creation of new overlapping organization follows a functional logic, meaning that it is aimed at greater efficiency, especially with regards to regional problems. Another explanation is that overlapping institutions are created to exclude a dominant power from a certain region (Weiffen et al., 2013). Finally, some scholars argue that overlap is unintentional, and the result of international organizations expanding their field of action (Brosig, 2011). Morse and Keohane (2014) argue that a coalition of states dissatisfied with the status quo in an institution, with regards to the rules and practices, may try to create a competing institution. 
But even though institutional in various organizations has been researched, there remains a large empirical gap in the literature with regards to MBDs, since there is no direct explanation for the occurrence of overlap in this domain. In light of this puzzle, the following research question is asked: Why do states create multilateral development banks that have an overlapping mandate with a multilateral development bank of which they are already a member, and how is this reflected in the design of the new organization? 
This thesis will be structured as follows. In the second chapter, several theoretical approaches that try to explain institutional overlap in other types of international organizations, will be explored. The usefulness of these will be determined and elements that are relevant for MDBs will be taken and used to construct a theoretical framework. This theoretical framework will consist of two main points. The first is the preferences of states, being dissatisfied with the existing multilateral development bank for reasons that have either to do with the power dynamics in, or the functioning of the bank. The second is the institutional design approach, that looks at how international organization are designed. From this, three characteristics are selected, membership, scope, and control, in order to see whether state preferences actually come to fruition in the new MDB.
In the third chapter, the outline of the methodology will be sketched, including hypotheses, operationalization and case selection. The research will be a qualitative and look at two similar cases in depth in order to gain insight from them. In order to do this, two things are measured, these being state preferences, and the institutional design of both multilateral development banks.
In the fourth chapter the hypotheses set up in chapter 3 will be tested. In order to do this, two cases will be used, one being the institutional overlap between the Asian Development Bank and the Asian Infrastructure and Investment Bank, and the other case being the overlap between the European Bank for Reconstruction and Development and the Eurasian Development Bank.
In the final chapter will conclude the research and draw conclusions. Since the theoretical framework is new, and made up out of several elements from different theoretical approaches, the usefulness of this theory will be thoroughly assessed. Finally, recommendations for further research will be made.
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[bookmark: _Toc48407868]2.1: State of the Art

Theorizing about overlapping institutions is still in its infancy. A lot of the initial groundwork has been laid out by Aggarwal (2005) who writes about nested regimes and institutions, Young (1996) who writes about institutional linkages and embedded, nested, clustered, and overlapping institutions, and Raustalia and Victor (2004), who use the term regime complexity. Scholars often talk about regime complexity, overlapping institutions, and nested institutions interchangeably, although these are not necessarily the same thing and can be understood differently. Nested organizations suggest a hierarchical relationship between the organizations, while overlapping organization are independent from each other. 
In order to avoid confusion, the terms institutional overlap, or overlapping institutions will be used. For the purpose of this research, overlapping institutions are understood as organizations that are formally independent, but overlap in mandate and membership. Organizations can overlap in two different ways (Fig. 1). One of these is as an intersection, where one group of states is part of one organization, another groups of states part of a different organization, and a third group of states is part of both organizations. The other way is as a subset, where all members of a smaller organization are also part of a larger organization, but both organizations are independent from each other (Weiffen et al., 2013).

[image: ]Fig 1. (Weiffen et al., 2013)

At the moment there is not a single coherent theory developed for the occurrence of institutional overlap with regards to MDBs. Scholars have explored different causes for institutional overlap in other domains, such as trade or security organizations. These explanations are not always explicit about their theoretical ambitions, but are often rooted in a certain theoretical approach.

One such approach was developed by Morse and Keohane (2014), who developed an approach they called contested multilateralism. They argue that a coalition of states (or other actors) may be dissatisfied with the status quo in an institution regarding the rules and practices. As a result, they may try to shift their focus to another pre-existing organization, or create a new organization. 
A necessary condition is that a coalition has outside options. What is meant by this is that the coalition can either turn towards an already existing alternative institution, or can create a new institution.  Key in this is state power, as a coalition with strong states has significantly more resources and institutional leverage to create outside options, compared to a coalition consisting only of weak(er) states. 
	Furthermore, the credibility of these outside options is important. If the coalition is seen as credible, it is possible it opens up possibilities of institutional adjustment within the organization in question. If the coalition is not credible, then contested multilateralism becomes an option.  But even a credible coalition may be forced to resort to contested multilateralism. Veto players in an organization can block the changes that the coalition desires. These veto players can consist of a range of actors, such as states, or bureaucracies. 
	When a coalition (credible or not) cannot change the status quo, it can then rely on the outside options it has. Morse and Keohane define two possibilities: regime shifting and competitive regime creation. Regime shifting means that the challenging coalition shifts its focus to an alternative multilateral forum, with a more favorable mandate and rules. This new forum is then used to challenge the original institution. The second possibility, competitive regime creation, means that the coalition creates a new organization. This new organization will resemble the interests of this coalition more closely. This may be achieved in several ways, such as limiting membership to a group of states with similar preferences. This institution will then be used by the coalition to challenge the existing organization.
Morse and Keohane present their concept in part as an expansion upon Keohane’s earlier neoliberal institutionalist arguments about multilateralism and cooperation under anarchy (Keohane 1990; 1984), in order to incorporate the phenomenon of regime complexity. As a solution for this they introduce contested multilateralism, where competing actors propose multilateral solutions that are to a certain extent incompatible. It does take into account that cooperation may be difficult, but in the end multilateral approaches are more fruitful than unilateral or bilateral ones. 
Morse and Keohane have developed a mechanism that focusses on how a coalition can then create a new organization (fig. 2), but remains relatively vague on why a coalition might be dissatisfied. 
[image: ]Fig. 2 (Morse & Keohane, 2014)


Another possible explanation mentioned in the literature is that overlapping institutions are created to exclude a dominant power from a certain region (Weiffen et al., 2013). This argument comes forward in the literature explaining overlap between security organizations. Regional governance structures and processes reflect the power relations within the region. Less powerful states may use international institutions to balance against more powerful states and serve their interest within regional or global power structures (Nolte, 2011). For example, Hofmann (2009) argues that the European Security and Defense Policy (ESDP), which overlaps with NATO, was in part created because some European states wanted to exclude the United States from influencing European policy. Weiffen et al. (2013) argue that the Union of South American Nations (UNASUR), which overlaps with the Organization of American States (OAS), also was in part created to exclude the United States from South America.
 According to Hurrel (2005) ‘we do not need realist dogma to remind us that institutions are […] also sites of power and reflect and entrench power hierarchies and the interests of powerful states’ (p. 195). Nevertheless, this argument does owe an intellectual debt to the realist approach, since these ideas have their origin in realist thinking, For example, the idea that international institutions are a reflection of the distribution of power can be found in the work of realist Mearsheimer (1994), and the ideas about balancing features prominent in the work of realists such as Hans Morgenthau (1993) and Kenneth Waltz (1979).  
This approach can also be fitted within the contested multilateralism approach, since the power distribution within an organization may be something a coalition of states is dissatisfied about. 
There are also several arguments that fit in a more functional approach, aimed at greater efficiency in an internationally connected world (Weiffen et al., 2013). A sub-group of states may desire stronger, or a different kind of cooperation than what the existing organization offers, and therefore create a new one (Alter & Meunier, 2009). Hofmann (2011) mentions the possibility that additional institutions may be created to strengthen the existing one. If a division of labor, or a hierarchy, is created, then policies in the domain can be strengthened. Overlap can also help overcome a collective action problem that the other institution is unable to solve. An example of this is provided by Mansfield and Reinhardt (2003) with regards to Preferential Trade Arrangements (PTAs), that overlap with the World Trade Organization (WTO). The growth of WTO membership has also created collective active problems in creating new multilateral agreements. PTAs allow sub-groups of states with similar economic interests to overcome these collective action problems. The afore mentioned approach by Morse and Keohane (2014) also fits partly into this functional approach. They provide examples where a coalition of actors is dissatisfied with the task’s organizations perform. 
States can also benefit from being in two overlapping organizations at the same time, and overlap in institutions might also be created as a strategy. It opens up possibilities for forum shopping (Raustiala & Victor, 2004), where states can bring issues forward in the organizations where they expect to gain the most favorable results (Busch, 2007). Noteworthy is the attempt by Busch to research forum shopping within overlapping institutions in the light of the rational design theory of Koremenos, Lipson & Snidal (2001). Another is strategic inconsistency, where new rules are created that are incompatible with the rules in the already existing organization (Raustiala & Victor, 2004). A rule created in a parallel institution intentionally undermines a rule in another institution (Alter & Meunier, 2009). The goal of this is to change the rules in the regime (Raustiala & Victor, 2004). These arguments assume that states are self-centered actors, who try to gain the most for themselves by using international organizations. These arguments do not focus explicitly on the typical realist power dimension. But it is not too difficult to fit these arguments within a more power centered approach, as they do relate to influence within organizations and gaining as much for themselves at the expense of others. 
Finally, some scholars argue that overlap is unintentional, and the result of international organizations expanding their field of action (Brosig, 2011). Uncoordinated attempts to solve problems that are functionally different, but have to do with the same geographical area, may result in overlap (Young, 1996). This can be argued from multiple theoretical approaches. Some scholars (Alter & Meunier, 2009) use this argument with neo-functionalist roots, focusing on spillover that causes different organizations to expand into related topics. But this argument can also be seen in a more constructivist light. Weiffen et al. (2013) frame this explanation as an extension of the constructivist argument by Barnett and Finnemore (1999), who argue that international organizations and their bureaucracies can behave in ways that are unintended by the states that created them.

[bookmark: _Toc48407869]2.2: Moving Forward

The previous exploration of possible explanations offers interesting insights and possibilities for developing a theoretical framework. The only one of these explanations which might not be as useful as the others is the argument of the unintentional overlap. The idea behind this is that international organization gradually expand into overlapping fields of action. The problem is that MDBs already overlap at the moment of creation, meaning that there is not a gradual process of expansion. It seems very unlikely that creating an entirely new development bank from scratch happens unintentionally. And since the overlap exists at the moment of creation, it seems to suggest that the overlap in itself is also not unintentional, but something that actors create knowingly. 
Arguments can be made more specific to the focus of the research, or to the issue area of multilateral development banks, in order to increase their usefulness. One of these are the arguments in which states use a second organization as a strategic option to further their interests, because it opens up extra possibilities. These strategies are definitely a result of overlap. But what are the motives of actors that prompt them to desires such strategic options in the first place? But these strategic goals could also be fitted in the approach focused on power. Self-interested states try to gain as much as possible for themselves, at the expense of others. Looking at why institutional overlap is created, these arguments are most useful in combination with looking at the power dimension.
Another point for discussion are the explanations based on power politics. As mentioned earlier, this argument is used in explaining overlap in security organizations. However, the complete exclusion of other states does not seem very appropriate for MDBs, where membership rules are often relatively open. Power does matter in these kinds of organizations, and is reflected in the amount of votes each country has. A more fruitful approach might be looking at the distribution of votes, instead of completely excluding other states. 
The functionality of an MDB might also be very important to states. MDBs deal with large amounts of money, and can form a major source of income for certain countries. Things like the cooperation within this an MDB or the ability to properly perform its tasks are all very important for this. And because of the large amounts of money involved, states have good reasons to care about the proper functioning of these organizations. 

The goal is to create a theoretical approach that explains overlap in MDBs, and therefore also add to the debate about overlapping institutions and regime complexity in general, and help filling in the gap in the literature. The theoretical approach will include two elements: the preferences of states and how these preferences are reflected in the design of organizations. So, there is an element of why (the preferences of states) and how (the reflection of these preferences).  As a starting point the concept of contested multilateralism is used. In accordance with this approach, the assumption is that actors may be dissatisfied with the status quo, or expect to benefit from a change in the status quo. If this is the case, and they are blocked from reforming an already existing organization, they will try to create an alternative. 
To understand the reason for creating overlap, it is important to see what actors may be dissatisfied about. There are two prominent explanations in the literature that seem at odds with each other. This is the explanation based on power politics, and the explanation based on the functional approach. Although they seem contradictory, these two may not necessarily be mutually exclusive. It important to see if this is the case, and to what degree which explanation is important. Following this, it might be possible that actors are dissatisfied with (1) the current power distribution within an institution, or (2) the performance of this institution. As a result of this dissatisfaction, they might then attempt to create an alternative to the status quo in the form of a new organization. 

Looking at the design of a new overlapping organization, in comparison to the already existing organization will help in understanding the reasons for its creation. The design influences how an institution functions, who controls it, and what results it will yield. Therefore, the design is important to make sure that the preferences of actors will come to fruition. 
Koremenos, Lipson & Snidal (2001) have developed five different aspects at which institutional design can vary. These elements are (1) membership, (2) scope, (3) centralization, (4) control, and (5) flexibility. 
	(1) Membership is about who can be a member of an organization. Some organization are exclusive and restrictive, limiting membership to a certain group, while other are inclusive, the United Nations being a prime example. It also refers to which actors can join. For example, is membership limited only to states, or is there also place for other kinds of actors, such as NGOs? (2) Scope refers to what kind of issues are covered by the organization. Some organization are involved in a broad set of issues, while others have a very narrow defined set of issues. (3) Centralization is about what tasks are performed by a ‘single focal entity’. Koremenos, Lipson & Snidal use this term broadly, in order to include a wide variety of centralized activities. It is a controversial issue that touches directly upon national sovereignty. (4) Control is about how collective decisions are made. Koremenos, Lipson & Snidal focus on voting arrangements as an easily observable way to observe control, but it ranges across a variety of aspects, such as the way that key officials are elected, or how an institution is financed. (5) Flexibility refers to how institution rules and procedures cope with new circumstances and challenges. 
	These dimensions can be useful to see which possible state preferences are important, and to what degree they are important.  Koremenos, Lipson & Snidal (2001) acknowledge that these dimensions are very broad, and may need to be specified per case. These dimensions then need to be adapted to the domain of MDBs, and be used in a way that they help clarify the reasons behind the overlap. This is the first time that this approach is used in this way to explain institutional overlap. It is therefore also an attempt to reflect on this approach and its usefulness for this topic. 

Membership 	
If power politics is the reason states create a new organization, membership rules would expected to be broad, in order to challenge the already existing organization by including as many states as possible. When a large number of states is able join this new organization, it will undermine the legitimacy of the old one. When the new organization gains more legitimacy at the expense of the old one, the coalition that created the new organization would gain in power.
If there are functional reasons for creating a new organization, membership rules will be more restricted. The membership might include a group of states belonging to a specific (sub-)region, or be centered among states that suffer from a specific issue. The dissatisfaction would be around how an issue area, or region is handled in the old organization, and a coalition of states can think that a smaller group might be able to focus more, or committed to a specific area. Too much member states might create additional noise that does not help in tackling a specific issue. Less members might also help in overcoming collective action problems.


Scope 
If power politics is the reason states create a new organization then the scope of the two organization would probably be relatively similar. The scope of the organization is not why states are dissatisfied and want an alternative. The states are dissatisfied with the distribution of power. This means that when the alternative organization is created, the scope would not necessarily be very different, since it is not the main reason that states are dissatisfied and would want the new organization. 
If there are functional reasons for creating a new organization, the reason would be that actors are dissatisfied is with the scope of the organization. It does not fulfill the functions they desire, and desire something new that can help in an additional way. The function of the new bank would here be complementary to the already existing organization, or a division of labor is in place. It may be focused on different kinds of sectors and projects. It can also be more specified to a certain (sub-)region and the sectors that are issues or priorities in this region. 

Control 
If power politics is the reason states create a new organization, there will be a shift in relative power between member states in these different organizations. The states that would desire a power shift are expected to have more power in the new organization.  The new organization will have a different distribution of power. States that are dissatisfied with their lack of power in the old organization will allocate themselves more power in the new organization.  At the same time, states that have too much power in the old organization -according to the dissatisfied coalition- will have relatively less power in the new organization. The dissatisfied coalition will prevent these states from gaining power in the new organization, otherwise the same distribution of power and source of dissatisfaction would just be copied from the old to the new organization. 
If there are functional reasons for creating a new organization, the relative distribution of control would probably more or less the same as in the already existing organization. Control would be distributed more on the basis of the relative size of the economies of member states. States are not dissatisfied with how the organization functions, but not with who controls the organization. This means that there is no reason to challenge the distribution of power. 


Centralization 

Where the previous elements of institutional design were relatively straight forward, centralization has some difficulties. For Koremenos, Lipson & Snidal, centralization means that important institutional tasks are performed by a single focal entity. They deliberately use this concept broad to encompass a large number of activities, with the downside that the idea becomes vague. The example they provide is the European Union, where a lot of tasks are performed by more or less centralized institutions. The issues that arises is that Multilateral Development Banks are not really heavily centralized. This leads to the situation where a lot of activities involve their member states, which means that the element of control comes into play. For example, one could look at sanctions. However, punitive measures like these are decided upon by the shareholders of the bank, and so it makes more sense to consider this part of the institutional element of control.
This is not to say the MDBs do not have centralized activities, they do, for example the gathering of information. However, it seems unlikely that states will have an issue with this kind of low centralization, and the centralized activities that may cause controversy and lead to dissatisfied states are already covered by the elements of membership, scope, and control. Therefore, this element is not particularly useful in trying to explain institutional overlap, and will for now be discarded 

Flexibility 
Just like centralization, flexibility also carries difficulties that impede its usefulness. For flexibility, how an organization responds to new circumstances is what is important. However, the flexibility of an MDB is for a large part be dependent on how broad or narrow its scope is. This determines what kind of sectors and projects the bank invests in, and whether a new circumstance fits into the mandate of the bank. Koremenos, Lipson & Snidal also mention that flexibility is dependent on how an organization responds to demands from change by states. This would link flexibility with control, since the member states also are the ones who determine whether the organization can change. Since flexibility can be seen as part of both scope and control, there is not really a need to look into the flexibility of an MDB. The concept becomes too vague to be useful, and is already covered by two other elements of institutional design. 


Table 1
	
	IO characteristics

	[bookmark: _Hlk41585140]
	Membership 
	Scope 
	Control 

	


Preferences 
	Power 
	Broad in order to challenge the organization
	Similar to already existing organization
	Shift in control

	
	Functional 
	Region/topic specific
	Different from already existing organization 
	Control based on relative economic size 




[bookmark: _Toc48407870]Chapter 3: Methodology 
[bookmark: _Toc48407871]3.1: Hypotheses 
In the precious chapter, a theoretical framework was outlined. In order to answer the research question Why do states create multilateral development banks that have an overlapping mandate with a multilateral development bank of which they are already a member, and how is this reflected in the design of the new organization?  This theoretical framework needs to be adapted into hypotheses. In the theory, two possible reasons for states to start a new MDB were described: dissatisfaction with the power dynamics in the existing MDB, or dissatisfaction with the functioning of the existing MDB. These two types of preferences would then lead to different characteristic with regards to membership, scope and control. Adapting the theory thus leads to the following two hypotheses: 

H1: When states are dissatisfied about the power distribution within an existing MDB they are more likely to create a new MDB, that is likely to have a broad membership, similar scope, and a shift in control.

H2: When states are dissatisfied about the functioning of an existing MDB they are more likely to create a new MDB, that is likely to have a specified membership, a different scope, and have control based on economic size. 

[bookmark: _Toc48407872]3.2: Operationalization
In order to determine whether states are dissatisfied with the power distribution it is best to look at a specific state or states that took the initiative in creating the new MDB. This can be done by examining the public statements states make about these organization. This can determine whether they have disagreements with other states about the organization, or complaints about the influence of a state in the organization. The organization may follow one states, or a certain group of states too often. In addition to this, looking at the relationship between the member states will also important. When there is a broader power struggle between member states, this can spill over into international organization. This may help in indicating that there is some sort of dissatisfaction with the power dynamic 
In order to determine whether states are dissatisfied with the functioning of an MDB, it is again important look at a specific state or states that took the initiative in creating the new MDB. Statements about organization indicating frustration with the functioning will in this case mainly about funding and focus. It can be expressed in frustration about funds not being spent in the right way, dissatisfaction about the execution of certain types of projects, the lack of funding for certain types of projects, or dissatisfaction with the focus (or lack thereof) on a certain region. A state’s economy can be dependent on a specific industry or sector that the MDB invests little or nothing in. 
The membership of an organization is determined by the rules that organization has.
What states are eligible to join? Are there specific rules that exclude states on the basis of geographic areas, or request commitment on certain topics? MDBS also can have rules that create different types of membership and determine who is eligible for investments. When membership rules are narrow and specified this may be a reflection that the new MDB was founded for functional reasons. When the membership rules are broadened this may be taken as a result of an MDB founded for power reasons. 
The scope of an organization can for a large part be seen in its mandate. This is the starting place of any organization and will determine in what fields it operates. When looking into the preferences of States might become apparent that they have an interest in how a specific sector performs. If this is the case, it is also worth looking into the specific rules of this sector, and see whether the new organization accommodates these preferences. 
But besides the formal rules it is also important to look at the expenditure. The type of projects and sectors which are being financed is both the easiest way to see what priorities the organization has, and the most accurate. This does not accurately have to reflect the official mandate. Mandates might also be formulated relatively abstract, and not provide useful information of what the organization actually does. Looking at the expenditure will help in gaining insight in the actual priorities of the organization. The first thing that will be looked into is the expenditure of both bank in the year the newest started operating. this might show the first priorities of the new MDB. Secondly, the total investments per sector since the creation of the banks will be taken into account. It might be difficult to compare these because one of the banks will naturally have existed longer than the other. However, looking at just one year only provides a snapshot, and the bank’s investments might be different the next year. Also looking at a longer period of time can provide balance to a yearly expenditure. 
A significant change in expenditure may indicate that the new MDB is founded for functional reasons. For determining whether there is a redirection towards funding other types of projects, the absolute numbers are not important. It is highly unlikely that two banks have exactly the same budget in terms of absolute numbers.  It is most useful to look at what type of sectors is being invested in, as a percentage of the total expenditure. In this way the priorities of two different banks become much more comparable. 
For determining whether there is enough change the expenditure should be changed by 15% in one of the top 3 sectors that the Banks invest in. Determining at what point there is sufficient change in scope between two MDBs is a bit difficult and might seem arbitrary. And to a certain extent this is right, but the 15% mark leaves enough room to distinguish change without expecting unreasonably differences with the previous organization, while at the same time filtering out small changes. Determining whether the new Bank invests two percent in a sector where the old one invests one percent will not lead to any insights. 
The last characteristic that will be looked at is Control. In the case of MDBs, control is relatively easy to see. It is based on the number relative number of votes that a state has. Member states of and MDB all have a certain number of shares in this bank. This number of shares is then translated to the number of votes. Looking at this share of the votes that a state has, it is possible to see how much power that country has within a certain MDB. It is also important to look at whether there are any special voting rules, which may help or hinder certain states. It is also possible that there are rules regarding the acquisition of shares that favor some but obstruct others. 
	In order to determine whether there is a shift in power, we must look at the distribution of votes and how much the vote share changed. If states that were dissatisfied with the power distribution suddenly have more votes, and the states that held more power in the previous organization have less, or disappeared, this can indicate that the new MDB is founded because of power reasons. In order to determine control is based on economic size, it is possible to make a ranking of states based on their GDP, and see whether this ranking aligns with the way that votes are distributed. GDP is off course not a perfect way to determine the size of a state’s economy, but it can nevertheless help in determining which states have money to spend on shares. 

[bookmark: _Toc48407873]3.3: Research Design
An important goal of this research is theory building. The outcome (Y) is known, and the cause (X) is being identified. The goal is to identify new hypotheses and test them. The research encompasses two elements, both why and how. Both the preferences of actors are important, and how these preferences come into fruition and result in overlap. It is important that the preferences of actors and how these preferences are expressed will be measured independently, in order to avoid circular reasoning. 
The research will therefore be done in two steps. In the first step the preferences of states of states will be identified.  It is important to look into what states want from MDBs, whether they are dissatisfied with the existing organizations, and what they are dissatisfied about. As determined earlier, 
The second step will be looking at the design of the new organization, in comparison to the old one. This will allow us to see whether they preferences of states are actually reflected in the new organization. What shapes do the new institutions take? For this the characteristics of the new MDB, in terms of membership, scope, control, centralization and flexibility will be used. This research will for a large part depend on primary sources such as official documents from both states and MDBs. Especially important are the treaties and agreements that create MDBs. These kinds of documents contain the mandate of the organization, and the its rules and regulations regarding a number of topics, such as its membership. Another importance source will be the annual reports and financial statements that the MDBS have published, in order to gain insight into their financial commitments.
In addition to these important official documents, this research will also depend on secondary sources, such as news articles, and reports by third parties. The true motives of states are not always reflected in their official documents and must be deduced from their action. News articles are often the main documentation for specific actions states perform. 

[bookmark: _Toc48407874]3.4: Case Selection

The goal of the research is exploratory, since the outcome is known, and the cause is being identified. In this type of research cases are selected on the dependent variable. Selecting on the dependent variable is sometimes frowned upon. It is however difficult to envisage exploratory research without selecting on the Y variable, since the outcome is what is of interest (Gerring, 2017).  In this situation a number of cases will be selected that are an example of overlapping MDBs. This means that the cases will be selected based on whether there already is overlap. However, the overlap is not the only dependent variable, since other variation, the characteristics of an MDB are also looked at. It is also important to select cases that are very similar, in order to compare them
The first case will be the overlap between the Asian Development Bank and the Asian Infrastructure and Investment Bank. In order to gain oversight important states are picked. It would be an impossible task to try to gain an in-depth observation of all member states individually. It might not be beneficial in the first place, since it would create an overwhelming amount of information which could only obstruct any real observations  In the case of the AIIB, the arguably most important state is China, since it took the initiative for its creation. Another important state was the United Kingdom, the first European state to join, after which several other European states such as Germany and Italy followed (The Guardian, 2015). The second case will be the overlap between European[footnoteRef:1] Bank for Reconstruction and Development (EBRD) and the Eurasian Development Bank (EDB). In the case of the EDB the founding members are Russia and Kazakhstan, and these are the states whose preferences will be assessed.  [1:  Note that although the EBRD is a European bank, it is not an EU institution] 

Both Banks focus on a larger region, differentiating it from banks that operate on the global level, such as the World Bank, and from MDBs that focus on a smaller sub-region, such as the Central American Bank for Economic Integration. The ADB and AIIB focus on Asia and the Pacific. The EBRD and EDB operate in the post-Soviet space, which is not a well-defined region such as Asia, but can be considered to encompass Central and Eastern Europe, Central Asia, and the Caucasus. 
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ADB	AIIB

Algeria
Bahrain
Belarus
Benin
Côte d'Ivoire
Cyprus
Ecuador
Egypt
Ethiopia
Ghana
Greece
Guinea
Hungary
Iceland
Iran
Israel
Jordan
Malta
Oman
Poland
Qatar
Romania
Russia
Rwanda
Saudi Arabia
Serbia
United Arab Emirates
Uruguay
Uzbekistan

Afghanistan
Australia
Austria
Azerbaijan
Bangladesh
Belgium
Brunei 
Cambodia
Canada
China
Cook Islands
Denmark
Fiji
Finland
France
Georgia
Germany
Hong Kong, China
India 
Indonesia
Ireland 
Italy
Kazakhstan
Kyrgyzystan
Laos 
Luxembourg











Armenia*
Bhutan
Micronesia
Japan
Kiribati
Marshall Islands
Nauru
Niue
Palau
Papua New Guinea*
Solomon Islands
Taiwan
Tonga*
Turkmenistan
United States


Madagascar
Malaysia
Maldives
Mongolia
Myanmar
Nepal
Netherlands
New Zealand
Norway
Pakistan
Philippines
Portugal
Samoa
Singapore
Spain
Sri Lanka
South Korea
Sweden
Switzerland
Tajikistan
Thailand
Timor-Leste
Turkey
United Kingdom
Vanuatu
Vietnam
























* Armenia, Papua New Guinea and Tonga are prospective members[footnoteRef:2] of the AIIB [2:  Prospective members are states that have signed applied for membership and will become a full member of the bank once they complete the required domestic processes and deposit the first installment of capital with the bank] 

(ADB, 2020a; AIIB, 2020a)
[bookmark: _Toc48407877]4.1.1: Creating the ADB and AIIB

The earliest proposals for development bank specifically for Asia date from 1956. Japanese Minister of Finance Hisato Ichimada suggested to US secretary of State John Foster Dulles that a new financial institution for Southeast Asia could support development projects. While the idea had support in Japan, the US was not enthusiastic at first. It took a decade of international meeting, study groups and commissions, but in 1966 the Asian Development Bank was established (McCawley, 2017). The bank started with 31 member states and has grown to encompass a total of 68 members, including both regional and non-regional states (ADB, 2020a).
Almost 50 years after the establishment of the ADB, the creation of a new multilateral bank for Asia was proposed. This proposal came from Chinese president Xi Jinping, while on a state visit to Indonesia in 2013. Xi suggested that this new bank would have a special focus on the development of infrastructure in Asia. A year later, after several consultation meetings, 21 Asian countries signed a memorandum of understanding, in which they supported the establishment of this new bank (Callaghan & Hubbard, 2016). In 2015, a total of 57 states, both from Asia and beyond, formally established the Asian Infrastructure and Investment Bank. The bank started with an initial total capital of $100 billion, half of which was provided by China (Weiss, 2017). As of 2020, the membership has grown to encompass 82 countries on six continents, with another 21 prospective members (AIIB, 2020a).
The People’s Republic of China has been a member of the Asian Development bank since 1986. During this time 1,229 different Chinese projects were funded, culminating in over 41 billion US dollars in loans, grants, and technical assistance commitments. Almost half of this, over $18 billion, was designated for projects in the transport sector, followed by the energy sector ($7 billion), the water and urban infrastructure sector ($6 billion), and the agriculture and natural resource sector ($6 billion). 
This makes China one of the largest borrowers in the ADB (ADB, 2020d), second only to India (ADB, 2020e).
Even tough membership has been very profitable for China, the relationship between the PRC and the ADB has had its rough patches, especially in relationship with the United States and Japan. Both Japan and the United States have a dominant position within the Asian Development Bank as the two top donors. Japan has taken the lead in the creation of the ADB in the first place and has assumed top managerial positions (Wan, 1995). Since its establishment in 1966, all the president of the ADB have been Japanese (ADD, n.d.-a; ADB, n.d.-b). Under the influence of Japan and the US, the ADB has refused to take China’s side on numerous occasions. 
Troubles already arose when China first officially expressed the desire to become a member of the bank in 1983. However, this desire came with a condition; the Chinese government demanded that Taiwan would be ousted from the organization. This immediately created tension with Japan and the United States (Japan Economic Journal, 1983). These Chinese efforts failed, Taiwan was not expelled and remains a member of the ADB to this day[footnoteRef:3] (ADB, 2020a). [3:  Taiwan did change its name within the organization, and is a member as Taipei, China (ADB, 2020a)] 

China again came to blows with the U.S. and the ADB in 1989, after the violent suppression of the Tiananmen Square protests. In response to the Chinese handling of the protests the ADB halted lending to China. The US and other Western countries were skeptical towards resuming lending fund towards the PRC in the wake of human rights abuses and the slow pace of economic reforms, and it took two years before the ADB resumed lending money to the PRC. China criticized the bank for being “regrettably slow in resuming lending to China” and claimed that this “contravenes the spirit of the bank’s charter and impairs the integrity of the bank” (Yoneyama, 1991)
In 2009, the ADP approved a $2.9 billion plan for India, which contained a $60 million loan destined for a watershed protection project in the Indian state Arunachal Pradesh. Problems arose because the of an ongoing dispute between India and China over the region, which China claims as a part of its territory (Chatterji, 2013; Reuters, 2009). The ADB plan prompted outrage from Beijing, and the Chinese government fiercely criticized the ADB for trying to fund a project in a disputed territory: 

“China has expressed strong discontent. The action can neither change the fact that China and India have a huge territorial controversy, nor China’s fundamental position on the border issues between China and India. […] The ADB should not get involved in members’ political issues. The action has marred the ADB’s reputation and harmed its members’ interests. The Chinese government demands that the ADB take effective measures to eliminate this bad influence” (Reuters, 2009)

In response Beijing not only ushered harsh words, but also took action. The Chinese government tried to block the loan, and in order to do so sought help from Japan, one of the largest and most influential donors in the ADB. However, Japan, together with the United States, voted in support of the ADB’s plan for India (Chatterji, 2013; Samanta, 2009).
Besides China, another important founding member of the AIIB is the UK. The United Kingdom has been a member of the ADB since its establishment in 1966 (ADB, 2020c). Nevertheless, the British government made the decision to become the first Western state member state of the Asian Infrastructure and Investment Bank.  After the United Kingdom decided to join the AIIB, a large number of Western and Asian countries followed (Reisen, 2015). Britain’s announcement to join the AIIB ushered in a sudden rush of last-minute applications to meet the deadline by several states. Among these were several European countries including France, Germany, and Italy, and staunch regional allies of the United States, such as South Korea and Australia (Guardian, 2015; Perlez, 2015). In response the United States issued a rare criticism on the UK, in which they claimed to be worried about a trend of constant accommodation towards China (Watt et al., 2019). In the British government said that "there will be times when we take a different approach”, and "we think that it's in the UK's national interest" (BBC, 2015). 
Leaves the question what the UK’s national interest is, and what incentives they have for joining the AIIB. An official statement by the Chancellor of the Exchequer, George Osborne, stated that “this government has actively promoted closer political and economic engagement with the Asia-Pacific region and forging links between the UK and Asian economies to give our companies the best opportunity to work and invest in the world’s fastest growing markets is a key part of our long term economic plan. Joining the AIIB at the founding stage will create an unrivalled opportunity for the UK and Asia to invest and grow together” (HM Treasury & Osborne, 2015). Becoming a member means that British companies will be able to take part in lucrative projects funded by the AIIB. Companies whose countries are not part of the bank will not be able to bid (Runde, 2015). This provides a powerful incentive for membership.



[bookmark: _Toc48407878]4.1.2: Institutional design of the ADB and the AIIB

Looking at the institutional characteristic of MDBs, the most important rules and priorities can be found in the texts of the agreements that established the banks. The first characteristic that will be looked at is the membership of both banks, of which the rules are as follows: 
AIIB:

“Article 3 Membership 
1. Membership in the Bank shall be open to members of the International Bank for Reconstruction and Development or the Asian Development Bank.

(a) Regional members shall be those members listed in Part A of Schedule A and other members included in the Asia region in accordance with paragraph 2 of Article 1. All other members shall be non-regional members.” 
 (AIIB, 2015, p.2-3)


ADB:

Article 3 
Membership 
1. Membership in the Bank shall be open to: (i) members and associate members of the United Nations Economic Commission for Asia and the Far East; and (ii) other regional countries and nonregional developed countries which are members of the United Nations or of any of its specialized agencies.” (ADB, 1965)


 












The membership rules for both banks are made clear in the agreements that established each bank. Both banks have very broad membership rules. The ADB basically allows anyone state that is a member of the United Nations to join the organization. Membership of the AIIB is open for all members of the ADB or the International Bank for Reconstruction and Development (IBRD). However, the IBRD is a part of the World Bank group, and contains 189 member states (World Bank, n.d.). This means that almost all countries are eligible to join the AIIB. In practice however, the AIIB has more member states than the ADB, despite both their membership rules are similar and allow virtually everyone to become a member. The Chinese rival Japan and the US are also noticeably absent. However, this cannot be ascribed to just the membership rules, since these are similar in both banks.
Both banks also differentiate between regional and non-regional members. The AIIB has a slightly larger definition of the region, including Middle Eastern countries as regional members. However, the only country that is really affected by this is Turkey, since it is the only Middle Eastern state that holds membership in both banks. This means that Turkey is a regional member in the AIIB, and a non-regional member in the ADB (ADB, 2020a; AIIB, 2020a). In the ADB these non-regional members are predominantly Western states, including the US, Canada, and a large number of European States (ADB, 2020b). In the AIIB, non-regional states are more diverse, including countries from Africa and South America (AIIB, 2020a).
Just like with the membership rules, rules and regulations regarding the scope can also be found in the agreements establishing the banks. In the case of the Asian Development Bank and the Asian Infrastructure and Investment Bank these are:
AIIB:

“Article 1 Purpose
1. The purpose of the Bank shall be to: (i) foster sustainable economic development, create wealth and improve infrastructure connectivity in Asia by investing in infrastructure and other productive sectors; and (ii) promote regional cooperation and partnership in addressing development challenges by working in close collaboration with other multilateral and bilateral development institutions.

2. Wherever used in this Agreement, references to “Asia” and “region” shall include the geographical regions and composition classified as Asia and Oceania by the United Nations, except as otherwise decided by the Board of Governors”
(AIIB, 2015, p.2)
ADB: 
“Article 1 
PURPOSE 
The purpose of the Bank shall be to foster economic growth and co-operation in the region of Asia and the Far East (hereinafter referred to as the "region") and to contribute to the acceleration of the process of economic development of the developing member countries in the region, collectively and individually. Wherever used in this Agreement, the terms "region of Asia and the Far East" and "region" shall comprise the territories of Asia and the Far East included in the Terms of Reference of the United Nations Economic Commission for Asia and the Far East.”
 (ADB, 1965)




















The ADB has a wide-ranging mandate which prompts it to support economic growth and development. The AIIB’s also has a broad mandate, that commands it to foster sustainable economic development and create wealth, and leaves room for investments in a lot of different sectors. However, there is also a specific focus on improving and investing in infrastructure. Both mandates also determine the geographic region in which the banks operate: Asia and the Pacific. 









Fig. 3

(ADB, 2016; AIIB, 2016)

[bookmark: _Hlk48396831]But the scope of an organization can only partly be seen in its formal mandate. What an MDB actually chooses to invest in is how it fulfills its mandate. The expenditure of both the AIIB and the ADB in 2016 can be found in fig. 3. In the first year after its creation, the AIIB invested in only three sectors: energy, transport, and urban infrastructure. The ADB invested in a broader collection of sectors, including finance and the public sector, among others. But some of its main focusses were the same, and both banks prioritized energy and transport the most. 
Because subsequent annual report of the AIIB do not provide data on the investments per sector, it is difficult to assess whether this is anormal distribution of funds. However, there is data for the total investments since the founding of the AIIB. Looking at the top three sectors the AIIB has invested in, it shows that the both banks have a similar approach. The AIIB invests in more sectors besides just energy, transport, and urban infrastructure. In total, 25% of funds were for the energy sector, 22% for the transport sector, and 18% for the finance sector (AIIB, 2020b). Similar data shows that the ADB has spent 21% of its funds on the transport sector, 16% on the energy sector, and 9% on the finance sector (Engen & Prizzon 2018).
These numbers, while naturally not exactly the same, show that the AIIB and ADB actually have comparable priorities. It also raises question marks with the AIIBs proclaimed focus on infrastructure, since the Bank spends most of its funds on energy projects, not transport or urban infrastructure. Even if only the first year is taken into account, infrastructure is not the top priority.




 
In order to look at the control characteristic of both banks, the number of votes that states have is important. Table 2 shows that states that have the most votes in the ADB and the AIIB, and their total share of votes

Table 2
	ADB
	

	State
	Vote Share

	1. United States 
	12.751%

	1. Japan
	12.751%

	2. China
	5.437%

	3. India
	5.347%

	4. Australia
	4.931%

	5. Indonesia
	4.641%


	AIIB
	

	State
	Vote Share

	1. China
	26.6441%

	2. India
	7.6296%

	3. Russia
	6.0037%

	4. Germany
	4.1815%

	5. South Korea
	3.5195%

	
	












(ADB, 2020b; AIIB, 2020a)
The most noticeable difference in control between the two banks is in the major shareholders. Within the ADB, Japan and the United States have always shared the top position in the number of shares, each controlling 12.8 percent of the votes. This leaves each of them having over double the number of votes that China has. Japan has maintained this position since the creation of the bank, even though China has taken over Japan’s position as the world’s second largest economy (Reisen, 2015)
The list of the major shareholders in the AIIB is completely different. The two ADB powerhouse, the United States and Japan, are not members of the AIIB, so it is no surprise that they do not appear on the list.  But China, only holding a meager 5% of the votes in the ADB, controls over 26% of the votes in the AIIB. The PRC has more votes in the AIIB than Japan and the US have in the ADB combined. It also surpasses the number two in the organization by a large margin, since India only holds 7.6% of the votes. In fact, the gap between the number one and number two is the largest in any MDB (Weiss, 2017). This is also not a proper reflection of the economies of the states involved. China has approximately 6.5 times the number of votes Germany has, while having an economy that is 3.5 times larger. Both the number two and the number three, India and Russia have a smaller economy than the number four, Germany (World Bank, 2019).
With regards to control, there is one other factor that comes into play: the two different types of membership. As described earlier, both banks make a distinction between regional and non-regional members. This has to do with the rules regarding the allocation of shares, and thus the distribution of votes. The ADB has a rules that states that no “subscription shall be authorized which would have the effect of reducing the percentage of capital stock held by regional members below sixty (60) per cent of the total subscribed capital stock.” (ADB, 1965). The AIIB has a similar rule that states that no “subscription shall be authorized which would have the effect of reducing the percentage of capital stock held by regional members below seventy-five (75) per cent of the total subscribed capital stock” (AIIB, 2015). What this means is that in the ADB, all non-regional members combined can have maximally 40% of the shares, and thus control 40% of the votes. This gives the regional members theoretically more control over the bank. However, there are some regional members that may align with the non-regional members. These include US allies such as Australia and New Zealand, but especially Japan, since it is one of the two largest shareholder and could tip the scales in a vote. In the AIIB the maximum number of shares that non-regional members can own is only 25%. This gives regional members considerably more control over the organization. 
Overall, this results in two banks that are similar in some regards, but different in others.  China has had a troubled relationship with the ADB right from the start. It is dominated by Japan and the United States, has sanctioned China for domestic issues, and funds projects in territories China claims as its own. Taking this into account, it seems that Chins was dissatisfied with the power distribution within the ADB, would try to create a new bank that is not dominated by other powers. The result of this can be seen in the way the AIIB is designed. China’s vote share allows it to control the bank to a large extent. It also has included measures to limit the potential power of non-regional members. The scope of both organizations is also relatively similar, since both banks invest a comparable amount into the same sectors. The AIIB does not fulfill a specific function that the ADB does not already has covered. 
The United Kingdom is a bit more puzzling. It does not fit neatly in the theory initially described. The British government was not really any dissatisfied with the ADB, neither with its function nor the power dimension. However, it did gain from becoming a member of the AIIB, since British companies are now able to take part in lucrative AIIB projects. Since the United Kingdom is not part of the region, its interests are different from China’s. the importance of the power dimension is naturally diminished, simply because of its location. It does not have to participate in a tug of war over influence over the region. Since both banks invest in Asia, the importance of their functioning is also a bit different for the UK. What kind of project an MDB finances is much more important for a country that can receive investments for these projects. As long as there are British companies that are able to take part in lucrative projects funded by the AIIB, membership can be considered to be in the UK’s national interest.
Summarizing the differences in institutional design between the two banks, the Asian Infrastructure and Investment Bank’s membership is broader, its scope similar and there is a shift in control in comparison to the Asian Development Bank. This comes with a caveat, since the membership rules are very similar, even though the AIIB’s membership is larger in practice. China, the main instigator of the Asian Infrastructure and Investment Bank was dissatisfied with how little power it had in the Asian Development Bank. In light of this we can accept  H1: When states are dissatisfied about the power distribution within an existing MDB they are more likely to create a new MDB, that is likely to have a broad membership, similar scope, and a shift in control, and reject H2: When states are dissatisfied about the functioning of an existing MDB they are more likely to create a new MDB, that is likely to have a specified membership, a different scope, and have control based on economic size. 
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EBRD	EDB

Armenia
Belarus
Kazakhstan
Kyrgyzstan
Russia
Tajikistan


India
Ireland
Israel
Italy
Japan
Jordan
South Korea
Kosovo
Latvia
Lebanon
Libya
Lithuania
Luxembourg
Malta
Mexico
Moldova*
Mongolia
Montenegro
Morocco
Netherlands
New Zealand 


Albania
Australia
Austria
Azerbaijan
Belgium
Bosnia and Herzegovina
Bulgaria
Canada
China
Croatia
Cyprus
Czech Republic
Denmark
Egypt
Estonia
Finland
Georgia
Greece
Hungary*
Iceland 




North Macedonia
Norway
Poland
Portugal
Romania
San Marino
Serbia
Slovakia
Slovenia
Spain
Switzerland
Tunisia
Turkey
Turkmenistan
Ukraine
United Kingdom
United States
Uzbekistan













*Both Hungary and Moldova intend to become members of the EDB (Istrate, 2019)
(EBRD, n.d.-a; EDB, n.d.-a).

[bookmark: _Toc48407880]4.2.1: Creating the EBRD and EDB

The EBRD was created as a response to the collapse of the Soviet Union and the fall communism in Central and Eastern Europe. In 1989, a new European development bank was suggested by French President François Mitterrand, in order to cope with rebuilding the former communist states. The bank was officially established in April 1991, with the goal to foster change in a post-Cold War Central and Eastern Europe, in areas such as banking systems reform, the liberalization of prices, privatization and the creation of proper legal frameworks for property rights. Since its establishment, the bank has invested more than €145 billion in over 5,700 different projects. While initially focused solely on Central and Eastern Europe, since 2006 the bank has been expanded into new regions. Membership now includes Mongolia, and several countries on the Eastern Mediterranean such as Greece, Turkey and Egypt (EBRD, n.d.-b).
The Eurasian Development Bank was created in 2006, at the initiative of Russian President Vladimir Putin and Kazakh President Nursultan Nazarbayev. The stated goal was to promote economic growth, the develop of a market economy, and fostering trade and economic relations between member states. Russia and Kazakhstan invited all member states of the Commonwealth of Independent States (CIS), to become a member. For a few years the two states remained the only members, but in 2009 they were joined by Armenia and Tajikistan. Belarus followed their example in 2010, and in 2011 Kyrgyzstan was the latest addition to the organization (Silk Road Briefing, 2017; EDB, n.d.-b; ITAR-TASS, 2008).
Since Russia joined the European Bank for Reconstruction and Development in 1992, it has been one of the focal points of EBRD activity. The total amount of Over €24 billion, in 787 different projects. Major destinations for these funds were sectors such as natural resources, power and energy, infrastructure, and agriculture (EBRD, n.d.-c). Russia was the recipient of a quarter of the total commitments made by the EBRD in 2005, a year before it was involved in the creation of the Eurasian Development Bank together with Kazakhstan (EBRD, 2006).
Kazakhstan too is a big focal point, though not as great as Russia. The EBRD has been involved in 276 projects in Kazakhstan, for a total of €8.6 billion. 68% of these funds provided to Kazakhstan was destined for projects related to sustainable infrastructure (EBRD, n.d.-d). Central Asia as a whole is not a big recipient of EBRD investments, and as of 2005 was the region that was being invested in the least. But in this region Kazakhstan is the exception, and in 2005 received over 4 times as much investment compared to what their Central Asian counterparts collected combined. That year Kazakhstan was the 6th largest beneficiary of EBRD loans in total (EBRD, 2006).
Both states seem to profit from their membership of the European Reconstruction and Development Bank. They are two of the top recipient countries, Russia even receiving the most. However, there are still areas where they could benefit from changing the status quo. 
One of the factors which at first glance seems like something that could potentially impede with the interests of both Kazakhstan and Russia are the principles that the bank holds. Part of the mandate of the EBRD is a commitment to democracy as one of their core values. In fact, under the first article of the agreement that established the EBRD, investments can only take place in states which are also committed to the principles of multiparty democracy and pluralism (EBRD, n.d.-e). In theory this could be detrimental to Russia and Kazakhstan since neither state is a shining beacon of democracy. In practice however, this rarely leads to any substantial sanctions or penalties for states that are not democratic or slide towards authoritarianism. Despite the banks proclaimed commitment to democracy, one of the most common critiques on the EBRD is that they are in fact only supporting authoritarian systems (Bacheva-McGrath, 2016; Baker, 2002).
This is not to say that the EBRD acts completely toothless. There have been sanctions against Russia in particular. This happened in response to the Russian involvement in the Ukraine crisis and the annexation of Crimea, and these sanctions were imposed at the request of the bank’s major Western shareholders. The EBRD has completely stopped providing loans for projects in Russia, a measure which is still in effect as of 2020. However, these punitive measures were approved in 2014, 8 years after the Eurasian Development Bank was created (Moscow Times, 2020; Business Monitor News, 2015; Klinova & Sidarova, 2016).
There is another core value that the EBRD hold: environmental and social sustainability. One way of living up to this value is investing in projects that will actively help the environment, such as sustainable energy, public transport, and wastewater systems (EBRD, n.d.-f). But besides what kind of sustainable projects the bank does invest in, what the EBRD chooses not to invest in is just as important. For example, the EBRD does not invest in oil and coal fired electricity generation (EBRD, n.d.-g).
The problem is that for both Kazakhstan and Russia, there is a lot of potential and economic gain in industries that are not really sustainable, or downright polluting. Both states have large deposits of natural resources, and their economies are for a large part dependent on these resources. For example, Kazakhstan’s main export products are oil and metals (Lemierre, 2003). The EBRD criticized Kazakhstan both in 2001 and 2003 for its reliance on its natural resources. This critique was especially focused on the Kazakh economy’s dependence on oil, urging it to diversify its economy. The bank proposed other destinations for investments were education, training, and infrastructure (Synovitz, 2001; Coleman, 2003)
In 2005 the EBRD delayed funds for the construction of an oil and gas project on the Russian island of Sakhalin. The purpose of this project was to develop offshore oil and gas field. The decision to delay funding was made when it became clear that there were large environmental risks, as the project posed a threat to the local whale population and would potentially cause damage to rivers and forests on the island. In 2007 the bank chose to pull out of the project entirely Bergin, 2007; Industrielinqs, 2005).
The EBRD is also weary of nuclear energy, favoring other more sustainable energy as a replacement for fossil fuels. The bank has made it clear that loans cannot be used for the construction of nuclear power plants and states rather should focus on other energy sources (ITAR-TASS, 1999). Instead of building nuclear power plants, the EBRD is tearing them down. The bank has a large nuclear safety program, which has received over €4 billion. This project is designed to help decommissioning old soviet nuclear reactors, facilities, and equipment (EBRD, n.d.-h). The EBRD also considers projects that are designed for the production or enrichment of nuclear fuels, such as uranium, a major risk (EBRD, 2003).  
For Russia, nuclear power is of major importance, producing almost 205 of its electricity, and being seen as a way to limit dependence on fossil fuels. It has been constructing several new nuclear power plants over the years, starting in 2001. There are also many planned reactors in the country, waiting to be build.  Russia has not only built these for themselves but has also exported reactors to Iran, China and India in the late 1990s (World Nuclear Organization, 2020a).
Although Kazakhstan does not prioritize nuclear energy in the same way Russia does, it does have an interest in this industry. The country contains 12% of the world’s total uranium resources. Its government is committed to a high level of uranium exports and became the world’s largest producer of uranium in 2009 (World Nuclear Organization, 2020b).
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Looking at the institutional characteristic of MDBs, the most important rules and priorities can be found in the texts of the agreements that established the banks. Regarding the membership of both banks, the rules are as follows: 
EDB

“Article 4 
Membership of the Bank

[…]

3. Membership of the Bank is open to other states or international organisations interested in, and sharing the purpose of, the Bank. Newly admitted states or international organisations shall become members of the Bank pursuant to resolutions of the Council adopted as per this Charter, upon joining the Agreement and paying up shares in the Bank in the manner prescribed by the Council.”

(EDB, 2006)

EBRD

“Article 3: Membership 
1. Membership in the Bank shall be open:
[bookmark: _Hlk48238044]i) to (1) European countries and (2) non‑European countries which are members of the International Monetary Fund; and

ii) to the European Economic Community and the European Investment Bank.”

(EBRD, 2013) 


















The membership rules for both banks are made clear in the agreements that established each bank. Both banks have a lenient approach towards their membership rules, opening them up to a very broad pool of potential members. 
With regards to the EBRD, the first criterium, which opens up membership to European countries seems relatively specific at first. However, the second criterium, which states that membership is open for all “non‑European countries which are members of the International Monetary Fund” is incredibly broad. In fact, this criterium leaves only three states which are barred from becoming a member: Cuba, North Korea, and Taiwan (Amadeo, 2020; IMF, n.d.). There is another factor which influences the membership, which has to do with the scope of the bank. In the EBRD there is a member between recipient and non-recipient members with recipient countries being those invested in, and non-recipient that take on the role of financing. To become a recipient country a state has to be part of a region within the scope of the Bank. The most notable regions are Central and Eastern Europe. While the bank has members from all over the world, such as Australia, China, India, and the United States, only those states that are part of the targeted regions can receive investments. 
The membership rules of the Eurasian Development Bank are even broader than those of the EBRD, only asking of potentially interested candidates that they share the purpose of the bank. The EDB also does not have the same distinction between recipient and non-recipient countries that the EBRD has. But even though the membership rules are broader, the EDB has much less members than the EBRD. 
Just like with the membership rules, rules and regulations regarding the scope can also be found in the agreements establishing the banks. In the case of the European bank for Reconstruction and Development and the Eurasian Development Bank these are:
EBRD

“Article 1: Purpose
 
In contributing to economic progress and reconstruction, the purpose of the Bank shall be to foster the transition towards open market-oriented economies and to promote private and entrepreneurial initiative in the Central and Eastern European countries committed to and applying the principles of multiparty democracy, pluralism and market economics. Subject to the same conditions, the purpose of the Bank may also be carried out in Mongolia and in member countries of the Southern and Eastern Mediterranean 

(EBRD, 2013) 

EDB
Article 1 
Purpose of the Bank 
The purpose of the Bank is to contribute to the development and growth of market economy in the member states and to promote trade and economic integration among them by engaging in investment activities. The Bank shall carry out its activities aimed at strengthening international financial and economic co-operation upon the principle that membership of the Bank is open to new states and international organisations.
(EDB, 2006)


























One of the things that specifically sets the European Bank for Reconstruction and Development apart is its explicit support for pluralism and multiparty democracy. This is not something that is common in MDBs, and is not present in the mandate of the EDB. This article also defines the regions in which the bank operates and which counties thus can become recipient members. These regions are Central and Eastern Europe, with Central Asia being considered a part of the latter. This scope has expanded over the years, with the addition of Mongolia and the Southern and Eastern Mediterranean. 
The EDB has a relatively broad and generic scope. It too focusses on the development and growth of a market economy, just like the EBRD. It also states that one of their goals is to promote economic integration. Both mandates are not very specific on the types of projects that they will found, and still leaves a lot that can be filled in later on. 
 
Fig. 4

(EDB, 2007; EBRD, 2008)
The scope of an organization is not only their official mandate, but also what they actually spend their money on.  The expenditure of both the EBRD and the EDB in 2007 can be found in fig. 4. In its first year, the Eurasian Development Bank had a very specific portfolio. The ‘mining and metallurgy’ sector received up to almost 75% of the funds the bank granted in loans, with the rest of the money going to projects that were in the energy sector (EDB, 2007) The EDB invested heavily in energy, and mining and metallurgy, leaving no room for other sectors. For the European Bank for Reconstruction and Development, the most important sectors were the financial and the corporate sector. This makes sense, since part of their mandate is the development of market economies in former communist countries. The bank also invested in the energy sector, but only 11% of their funds were allocated to this sector. Note that mining and metallurgy are part of the energy sector according to the EBRD. 
Looking at their total commitments over time the Eurasian Development Bank’s top sectors are industry with 43% of the funds, energy with 21%, and transport with 19% (Engen & Prizzon 2018). The European Bank for Reconstruction and Development has invested 34% of their funds in banking and finance, making it their top sector, followed by energy and industry that both received 15%.
There are some differences when looking more closely at what types of projects the banks finance within these sectors. The Eurasian Development Bank finances types of projects the EBRD would not fund. For example, the EDB does finance coal-fired power generation, whereas the EBRD does not. These include the Ekibastuz GRES-2 power station in Kazakhstan, and the Sakhalin GRES 2 power station in Russia. It also has invested in the Kazakh coal mining company Bogatyr Komir (EDB, 2020).
	This is also the case with nuclear energy. The EBRD focusses on nuclear safety, providing funds for the decommissioning of old Soviet nuclear power plants (EBRD, n.d.-h). It also looks negatively upon projects that develop nuclear fuel. The EDB however, holds no such qualms. One example of this is a 63 million dollar loan for the development of the uranium deposit in the Zarechnoye mine in Kazakhstan. Being approved in 2007 this is one of the first projects the EDB became involved in (EDB, 2020). 
In order to look at the control characteristic of both banks, the number of votes that states have is important. Table 3 shows the states that have the most votes in the EBRD and the EDB, and their total share of votes.












	EBRD
	

	State
	Vote Share

	1. United States 
	10.32%

	2. Japan
	8.76%

	2. France
	8.76%

	2. UK
	8.76%

	2. Italy
	8.76%

	2. Germany
	8.76%

	3. Russia
	4.13%

	
	

	EDB
	

	State
	Vote Share

	1. Russia
	66%

	2. Kazakhstan
	33%

	3. Belarus
	1%

	4. Tajikistan
	0.03%

	5. Armenia
	0.01%

	5. Kyrgyzstan
	0.01%

	
	


Table 3











(Bankwatch Network, 2002; Engen & Prizzon, 2018)

Table 3 shows the states with the most votes in both the EBRD and the EDB. The EBRD does have relative egalitarian division of votes, with several major states such as Japan, France, and the United Kingdom all having the same percentage of votes: 8.76%. The United States has the most votes, while Russia comes in on the 3rd place with around 4 percent. However, these states that share the second place all have more than double the amount of votes Russia has. The United States, Japan, France, the UK, Italy, and Germany combined control over half the number of votes. This leaves Russia as a relatively small player. Some decision in the EBRD require 75% of the votes EBRD, 2013), but Russia alone is not able block these. Kazakhstan only has 0.23 percent of the vote, leaving them virtually powerless (Bankwatch Network, 2002).
In the EDB, Russia and Kazakhstan control virtually all the votes. Russia is undeniably the strongest player, since it controls 66 percent of the votes, double the amount Kazakhstan has. Russia’s economy is much larger than Kazakhstan’s, and in that light this difference is not surprising. Both economies are larger than those of Belarus, Tajikistan, Armenia and Kyrgyzstan (World Bank, 2019). But it is important to note that within the EDB, most important decisions require 75 percent of the vote (EDB, 2006). This means that Russia cannot dominate the organization and make all decisions on their own. Kazakhstan is a necessary force to come to any decision. Even though Russia controls the most votes, this makes both countries relatively equal, even if they have a large difference in their number of votes. 

For both Russia and Kazakhstan, one of the major downsides of the is EBRD were it invests, or where it chooses not to invests. Part of the EBRD’s mandate is a focus on market economies, and in order to fulfill this it invests heavily in the financial and corporate sector.  The bank also has stricter rules regarding environmental hazards. While investments in the financial sector do not necessarily hurt Russia and Kazakhstan, it would be a waste if their large deposits of natural resources are not being invested in. The EDB is in general more focused on a specific sector, namely industry, followed by the energy sector. The bank is also much more lenient on what kind of projects it funds in these sectors, allowing investments in uranium mines and coal-fired power plants. This actually allows Kazakhstan to play both sides and receive funding for sustainable windmill and solar panel parks from the EBRD, while at the same time go to the EDB for investments in its uranium mines.  Russia has not received any loans from the EBRD since 2014, so for them that MDB is largely out of the picture for the time being. 
Summarizing the differences in institutional design between the two banks, the Eurasian Development Bank’s membership is smaller, its scope different and control is based on economic size in comparison to the European Bank for Reconstruction and Development. This comes with a caveat, since the membership rules are very similar, even though the EDB’s membership is smaller in practice. Both Russia and Kazakhstan were dissatisfied with the functioning of the European Bank for Reconstruction and Development. In light of this we can reject  H1: When states are dissatisfied about the power distribution within an existing MDB they are more likely to create a new MDB, that is likely to have a broad membership, similar scope, and a shift in control, and accept H2: When states are dissatisfied about the functioning of an existing MDB they are more likely to create a new MDB, that is likely to have a specified membership, a different scope, and have control based on economic size

. 




[bookmark: _Toc48407882]Chapter 5: Conclusion

This thesis started out in an attempt to answer why there are so many multilateral development banks that partly overlap with each other  In order to gain an answer to this, a wide range of theoretical approaches was examined from earlier research on institutional overlap in other international organizations.  Out of all these approaches the most useful elements in the case of MDBs were selected. This was a combination of looking at whether states are dissatisfied with an existing MDB either on the power dynamics in, or the functioning of the MDB, and using the institutional design approach in order to compare the old and the new MDBs. Two cases were selected, the first being the overlap between the Asian Development Bank and the Asian Infrastructure and Investment Bank, and the second case being the overlap between the European Bank for Reconstruction and Development and the Eurasian Development Bank. All of this was done in order to answer the research question Why do states create multilateral development banks that have an overlapping mandate with a multilateral development bank of which they are already a member, and how is this reflected in the design of the new organization? However, this question does not have simple straightforward answer.
Both cases, although they are similar in multiple aspects, have different results. The AIIB is founded largely for reasons that have to do with power. Chinese dissatisfaction with the power dynamics within the Asian Development Bank, since it is largely controlled by the United States and Japan, who have used this MDB against China in the past. This is reflected in the institutional design of the AIIB, since the most important difference with the ADB is the large control China has over it. However, the outcome of the other case does not have the same dynamics. The EDB is founded for very different reasons, with Russia and Kazakhstan being dissatisfied with the functioning of the EBRD. This is reflected in the scope of the EDB, which is more focused on different sectors.
What then is the difference between these cases that might explain these outcomes? The EBRD has more specific focus. Since the development of a market economy is a top priority, it heavily invests in the financial and corporate sectors. With such a specific scope it is more likely that a state can have different interests, since a very specific scope is less likely to closely accommodate the interests of all member states. The ADB has a more general scope that leads to more diverse investments, which may make it less likely to ignore a sector that its members find important. 
One other possible aspect is the timing. China is on the rise, reclaiming its spot as one of the world’s most powerful states. This might make an unfavorable power dimension in an organization they are a member of particularly salient. If China wants to gain more power, membership of an MDB that is controlled by the US and Japan might be noticeably more humiliating than if it does not want to become a (regional) great power. This is also partly the case for Russia, which under the leadership of Vladimir Putin has also become more assertive over the past years. However, in 2006, when the EDB was created, this was not as much the case as it is now. The unfavorable power dimension may not have been salient for Russia at the time of creating the EDB. Major disagreements within the EBRD between Russia and Western states did come later, and actually has led to EBRD sanctions against Russia as a result of its behavior in the Ukraine. 
There is still another gap left in the theoretical approach used in this thesis. The theoretical framework is for a large part based on the work of Morse & Keohane, and their concept of contested multilateralism. Their starting point is state dissatisfaction with an international organization as a cause for the creation of a new but similar organization. This state dissatisfaction is also taken as a cause for the creation of new MDBs in this paper, but it does have limitations. The decision of the United Kingdom to become a founding member of the AIIB is not easily explained, because it was not necessarily dissatisfied with the ADB, with neither the power dynamics nor the functioning of the bank. Because the theory focusses so much on this dissatisfaction, which then lead to action, it leaves a gap where it cannot properly explain the behavior of the UK. Even though it is a founding member of the AIIB, the United Kingdom largely lifted on the Chinese initiative. But even if they hopped on the bank without much effort, they were still very influential because it prompted a lot of other Western states to follow the British example. The UK is also able to benefit from their AIIB membership by opening up possibilities for British companies. 
The attempt to apply the institutional design approach was largely successful. The new banks did have the characteristics that were theorized. However, some of these aspects were not enshrined in formal rules. For example, membership rules for all banks are very broad, allowing a lot of states to become a member of these MDBS. It is difficult to say that the AIIB or EDB were deliberately designed to have a large or small membership, even if this is the case in practice. For the other two characteristics this is less the case. With both scope and control, formal rules are tighter and vary more across MDBs which makes them more useful to compare the differences existing between MDBs, although they still can leave a lot of room to be filled in creatively. This leaves the question whether it is fruitful to compare MDBs on their membership rules, compared to their rules on scope and control. 
These results can be generalized explain institutional overlap in larger MDBs. In both cases the relevant banks focus on a large geographic area, such as Asia and (Eastern) Europe. Both cases also involve major regional powers, so generalization is best with cases that also involve at least one major power. This accordingly also means that the results of this research may not be generalizable to overlap involving smaller MDBs without major regional powers. 
This also leads into possible directions future research can take. Since the cases used are all about overlap in large regional multilateral development banks, it is interesting to see whether the results this research has yielded is also applicable to smaller MDBs. These are for example smaller sub-regional MDBs. One important possible distinction these smaller banks have is that they might not have a major power among their members. The cases used in this research include China and Russia, who are both major powers, at least within their region, although they cannot hold a candle to the power of the United States yet. Sub-regional MDBs might not include such states, so it would be interesting to see how this influences the dynamics of their creation.
Further research might also take a look at why states join these overlapping institutions later on, after a new multilateral development bank has been created by other states. The membership of the Asian Infrastructure and Investment Bank has grown considerably since it was first created, and the Eurasian Development banks also continues to attract new members. This might actually help explain the somewhat puzzling behavior of the United Kingdom, since it let China take the initiative in creating the AIIB, but did become a member of the bank.
	The final research recommendation has to do with the different results the cases in this research have yielded. Even though both cases are very similar, they did yield very different results. Possible explanations have been mentioned earlier, namely that the timing in both banks is different, and that the EBRD has a more specified focus than the ADB, leading to more dissatisfaction over its functioning. Further research is necessary to actually confirm whether these explanations have merit.
There are good reasons to continue studying institutional overlap, in MDBs and elsewhere. Most older MDBs are dominated by western states. But with power shifting away from the Western world and towards the newly developing countries, this is going to create friction. Rising powers will likely challenge those financial institutions that have been long dominated by the West. Creating new institutions to challenge the older ones may turn out to be a viable strategy. The fact that the AIIB has overtaken the ADB in membership hints in this direction. If other rising countries such as India and Brazil follow this example, there is going to be a wild grow of new financial institutions. There are going to be more multilateral development banks before there are going to be less.
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ADB – Asian Development Bank
AIIB – Asian Infrastructure and Investment Bank
EBRD – European Bank for Reconstruction and Development
EDB – Eurasian Development Bank
IBRD – International Bank for Reconstruction and Development
MDB – Multilateral Development Bank
PRC – People’s Republic of China
UK – United Kingdom
US – United States

Investments per sector

Energy	
ADB	AIIB	0.26	0.63	Transport	
ADB	AIIB	0.22	0.25	Urban	
ADB	AIIB	0.09	0.12	Public sector	
ADB	AIIB	0.13	Finance	
ADB	AIIB	0.11	Industry	
ADB	AIIB	0.06	Agriculture	
ADB	AIIB	0.06	Other	
ADB	AIIB	7.0000000000000007E-2	











Investments per sector

Financial sector	
EBRD	EDB	0.38	Corporate sector	
EBRD	EDB	0.34	Infrastructure	
EBRD	EDB	0.17	Energy	
EBRD	EDB	0.11	0.25	Mining and metallurgy	
EBRD	EDB	0.75	
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deepening of cooperation. As for distributional effects, actors who fare poorly have incentives to
upset the institution and, if they have the capability, to push their issue of interest into an alterna-

tive, changed or newly created institution (Jupille and Snidal, 2006: 13). Thus, an important

Weiffen et al.

(a) Intersection (b) Subset

Figure 2. Variants of overlap.

driving force of overlap might be the need for an alternative arena where member states can pro-
cess their conflicts in a better way than in existing ones.

Forming a new institution can also be a means to balance against or exclude a dominant power
from the region. As Acharya (2007) argues, power matters for the definition of regions, but lo
responses (o power may matter even more in the construction of regional orders. How regions
resist and/or socialize powers is at least as important as how powers create and manage regions
(Acharya, 2007: 643). Minor powers in a region typically initiate responses like resistance against
the regional organization dominated by the powerful state, strategies of exclusion (i.e. the forma-
tion of a new regional institution without the dominant power) or strategies of socialization and
binding. In turn, the presence of a regional power allows for different responses, such as normative
dissent (e.g. opposition to the dominant state’s diplomacy), the creation of new spheres of influ-
ence by the regional power and competition between the regional power and the existing dominant
power. The creation of an alterative sphere of influence does not necessarily require open opposi-
tion to the dominant power and the international organization supported by it, but could also be
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