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1.0 Introduction 

 
This report whose main objective is to  highlight the importance of sound infrastructure in 

supporting regional integration in SADC and COMESA is in two parts. The first part deals with the 
workshop discussions based on the technical study that was conducted on the Development Finance 
Institutions’ Support to Infrastructure Development in the SADC and COMESA. The workshop 
brought together experts from DFIs from across the region and took place in Manzini, Swaziland 
from 7-8 December 2009. It was co-hosted by ECA-SA and SADC with a sole purpose of 
reviewing, identifying and critically evaluating constraints and challenges faced at both national and 
sub-regional levels in financing infrastructure development programmes and projects to ensure that 
efforts are on course to attaining regional integration.  

 
 The workshop underscored the importance of sound infrastructure as the basis for 

meaningful regional integration. Poor infrastructure prevents the rapid movement of goods and 
people in the continent and thus tremendously raises the cost of doing business through higher 
transport costs. Africa’s transport costs are around double those for a typical Asian country thus 
making the continent uncompetitive in trade and related sectors. It is estimated that inadequate 
infrastructure is holding back Africa’s economic growth per capita by 2% and reducing firms’ 
productivity by as much as 40%. Therefore, infrastructure development is critical in enhancing 
regional integration, which in turn creates a wider economic space for the movement of goods and 
services without any trade barriers. 

 
 
 The second part of this report is about the  technical study report which underpinned the 

workshop discussions. The study report addresses a broad range of issues relating to the 
development of infrastructure in the SADC and COMESA regional economic groupings. Its main 
focus is on physical infrastructure such as electricity, telecommunications, water, sanitation and 
transport comprising roads, railways, seaports and airports which span over and serve two or more 
countries or are part of national infrastructure that has significant cross border impact.  

 
The study report recognize s that infrastructure and services are a key precondition for and 

enabler of private sector development and trade. However, a key challenge facing the SADC and 
COMESA regions is how to increase infrastructure project finance and minimize the need for risk 
mitigation from official agencies. The report also note s that the two sub-regions receive only a 
small share of private investment in infrastructure. In this regard, the largest multilateral investors 
and lenders in Africa in 2009 resolved that pooling resources and expertise will enable governments 
and institutions to increase lending and investments in infrastructure, promote dialogue, and use a 
diverse  range of instruments to more effectively respond to the crisis and address longer-term 
structural issues. The study report further observes that development finance institutions  (DFIs) are 
currently playing a crucial role in developing infrastructure by financing and mobilizing financial 
resources for infrastructure projects and related activities. These efforts are being supplemented by 
a range of other services such as managing infrastructure funds and offering consultancy, advocacy 
and advisory services.  

 
Notwithstanding the contribution of DFIs, the region has a huge infrastructure financing 

gap, inefficiency and waste in service delivery. To ameliorate these shortcomings, the report 
recommends that DFIs should play a more robust and active role in increasing the flow of financial 
resources to regional in frastructure by providing would -be investors with risk mitigating 
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instruments, becoming active issuers of bonds on the local capital markets and expanding their 
resource mobilization efforts to non-traditional sources.  

 
 

2. Attendance  
The participants at the workshop were drawn from regional and international financial 

institutions including the DBSA, the AfDB, the SADC, the PTA Bank, and government officials  
from South Africa. Staff from the ECA-SA and ECA Headquarters also attended the meeting. 
 

3. Agenda item 1: Opening Session  
 

3.1 Opening Remarks  
 

Three officials, Dr. Alfred Latigo from the ECA-SA, Professor Raphael Omotayo Olaniyan 
from the African Union (AU) sub-regional office and Ms Judith Nwako from SADC gave opening 
statements at the meeting. Dr. Alfred Latigo, Senior Economic Affairs Officer, who represented the  
Director, thanked the participants for honoring the invitation to attend the meeting. He set the 
context for the meeting by highlighting UNECA’s analytic and policy work within its broad 
framework of achieving results in two related and mutually supportive pillars namely (i)  promoting 
regional integration in support of AU vision and priorities and; (ii) meeting Africa’s special needs 
and emerging global challenges. 

 
The ECA-SA representative stated that the  regional economic communities (RECs) 

including SADC and COMESA remain strong partners of UNECA, in a partnership that spans 
several years back. In particular, UNECA has developed a long history of collaboration with SADC 
and COMESA, in harmonizing policies and programmes of action, providing policy advisory 
services, facilitating and serving as convener for policy dialogue.  He informed the participants that 
this meeting had been specially convened as part of the multi-year programme (MYP) of 
collaboration that the ECA-SA has with SADC and COMESA respectively. 

 
 
The ECA-SA representative noted that Africa’s growth and poverty reduction are directly 

linked to the quality of its infrastructure: its power, transport system, water supply and sanitation, 
and its ICT networks. To underscore his point, he stated that approximately 30 African countries 
experience power outages and around 560 million people in Sub-Saharan Africa lack access to 
modern energy. He further noted that although Africa’s infrastructure development was receiving 
financial support from both traditional and non-traditional donors, the financing gap remained huge. 
He was however happy to note that many African countries were already spending significant 
amounts of their domestic resources on infrastructure development in addition to the donor support.  

 
  In winding up his speech, he appealed to the experts to be candid in their deliberations. He 
also urged them to  critically examine the draft report on the Development Finance Institutions’ 
Support to Infrastructure Development in the SADC and COMESA to generate strong and 
appropriate recommendations. 
 

The AU representative who is a Regional Delegate to SADC started by thanking UNECA-
SA and SADC for organizing what he termed a crucial meeting on infrastructure development in 
the SADC and COMESA regions. He stated that infrastructure was at the heart of sustainable 
economic growth and development in Africa.  In buttressing his point, he made reference to the 12th 
Ordinary Session of the Heads of State and Government of the African Union, held in January 2009 



 

 

in Addis Ababa, Ethiopia, which was devoted to “Infrastructure Development in Africa”. The focus 
of the Summit was specifically on Transport and Energy.  
 

The AU representative stressed that physical infrastructure consisting of 
telecommunications, power, water supply and information technology are the lubricants of 
economic activity since they provide the environment for productive activities to occur and 
facilitate the generation of economic growth.  He noted that in the absence of adequate power, 
water, transport and communication facilities, production processes of locational advantages may 
not be optimized. Without doubt, the development of regionally focused infrastructure projects 
facilitates the process of regional integration and assists in increasing project size. The larger 
economies of scale would attract private investment and enable the development of transport 
networks, telecommunications, power and markets that sustain expanding private sector activities 
and regional markets. 

 
  Despite the vast potential that infrastructure development has, the AU official noted that the 
sector remains one where most countries in the continent are yet to make significant progress 
necessary for sustainable economic growth and development. For instance, very little  progress has 
been made in the sector both at the national and regional levels due to a number of deficiencies in 
policy articulation and technical, managerial, human, institutional and financial capacity. He 
observed that infrastructure development was not just about building new infrastructure but it was 
also about maintaining existing ones.  
 

Furthermore, AU representative noted that the global financial crisis through the knock-on 
effects has had adverse impacts on the capacity of development finance institutions (DFIs) in the 
sub-region to generate  sufficient resources for infrastructure development. Despite this, success in 
the promotion of infrastructure development in SADC and COMESA directly amounts to 
meaningful promotion of continental infrastructure, integration and development. He noted that the 
financing of infrastructure development is a critical area that needs a sense of urgency if Africa was 
to catch up in economic growth and development with industrially developed countries. 

 
In concluding his speech the AU official implored the participants to critically  examine the 

draft study report to ensure its consolidation and ascertain robust recommendations that would 
effectively address financing deficits in the SADC and COMESA regions.  
 

The SADC representative, who is the Coordinator of Infrastructure at the Secretariat, 
thanked UNECA for hosting the meeting on infrastructure development. She  concurred with the 
observations of the ECA-SA and AU representatives on the critical role that infrastructure plays in 
Africa’s development. She emphatically stated that there can be no meaningful regional integration 
without infrastructure development. The SADC official informed the meeting that the financing gap 
for infrastructure development in the region was quite huge and therefore no effort should be spared  
by both SADC and COMESA to mobilize resources internally and externally.  

 
Despite the numerous challenges affecting infrastructure development in the region, the 

SADC official was however happy to note that both SADC and COMESA were fully committed to 
promoting infrastructure development through a number of initiatives. In concluding her remarks 
she appealed to the participants to bring their experiences and expertise to bear upon the workshop 
discussions in order to enrich its outcomes. 
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4. Agenda item 2: Objectives, Expected outcomes of the meeting and Organization of Work 
 

Dr. Alfred Latigo, representing the UNECA-SA outlined the objectives, and expected 
outcomes of the Workshop. The broad objective of the Workshop based on the draft report on the 
Development Finance Institutions’ Support to Infrastructure Development in the SADC and 
COMESA was to review, identify and critically evaluate constraints and challenges faced at both 
national and sub-regional levels in financing infrastructure development programmes and projects 
to ensure that efforts are on course to attaining regional integration.  The specific objectives were to  
(i) review existing and setting up of the local financial institutions for financing infrastructure 
development in the SADC and COMESA; (ii) propose how existing collaboration among financial 
institutions in SADC and COMESA can be enhanced to ensure greater access to infrastructure 
finance and; (iii) propose institutional infrastructures/systems required to be in place for 
implementing, monitoring and evaluating financial support to infrastructure in SADC and 
COMESA. 
 

He stated that the outcome of the workshop will be a programme implementation framework 
with short, medium and long-term milestones to accelerate sourcing of finance for infrastructure 
development in SADC and COMESA. Dr. Latigo further informed the participants that the 
recommendations to be generated during the meeting will be geared toward addressing the 
identified challenges with a special focus on developing an implementation framework with 
proposed benchmarks, performance indicators and a monitoring mechanism to track adherence to 
commitments by all stakeholders as a major output. Ultimately, the workshop will attempt to 
enhance the capacity of the finance institutions to manage and coordinate regional integration 
initiatives. This will be achieved through effectively addressing the current financial challenges for 
infrastructure development and also to be institutionally prepared to exploit the benefits of regional 
integration.  
 

5.  Agenda item 3: Presentation and adoption of the Agenda and Programme of Work 
 
 Mr. Jack Jones Zulu, Social Affairs Officer: ECA-SA, presented the agenda and programme of 
work.  The programme was slightly amended for purposes of enriching the scope and breadth of 
discussions and issues to be covered. The programme was then adopted with the suggested changes.  



 

 

6. Agenda item 4: Presentation of Background Paper 
 

TITLE: Development Finance Institutions’ Support to Infrastructure Development in SADC and 
COMESA. 

 
Facilitator: Professor R. Omotayo Olaniyan, the AU Delegate to the SADC.  
 

In presenting the Background Paper entitled “Development Finance Institutions’ Support to 
Infrastructure Development in SADC and COMESA”, Dr. Bwalya Ng’andu, the UNECA-SA 
consultant started by giving a general overview of infrastructure development in Africa while 
keeping a special focus on the SADC and COMESA regions. He stated that the region was lagging 
behind other developing regions on virtually all categories of infrastructure. He highlighted the fact 
that Africa’s stock of infrastructure was growing slower than other continents while the related  
services were deficient and more expensive than global standards in power production, transport, 
telecommunication and ICT and water and sanitation.  

 
He examined the main causes of infrastructure deficiencies in the region in terms of poor 

maintenance culture, excessive government involvement and inefficiencies of State-owned 
enterprises. In addition, there was generally  low public budget support to infrastructure 
development coupled with an administered pricing structure which impacted negatively on cost 
recovery and private investment in the sector. He noted that the perceived high risk in the region 
was discouraging private investments while domestic banks were not able to raise long-term finance  
given the underdeveloped nature of most existing capital markets. He stressed the negative impact 
of poor infrastructure on economic growth, MDGs’ attainment, cost of doing business and regional 
integration in Southern Africa. 
 

The presenter discussed the regional and sub-regional institutions involved in infrastructure 
development and their respective roles in policy development. He stressed the importance of DFIs 
in getting fully involved in  financing infrastructure given their strategic  role in mobilizing finances, 
providing logistical and management support to infrastructure programs and initiatives. 

 
He gave selected exa mples of DFIs’ contributions to infrastructure development in the 

region through the Infrastructure Short-Term Action Plan, the  ADB and NEPAD infrastructure 
Project Preparatory Facility (IPPF), the Pan African Infrastructure Development Fund , the Joint 
International Financial Institutions and the Development Finance Institutions Action for Africa, the 
Infrastructure Consortium for Africa and the Emerging Africa Infrastructure Fund , among others.  
 

The presenter underscored the important infrastructure funding gap in the sub-region and 
pointed out innovative ways for DFIs to improve infrastructure development in terms of providing 
risk mitigation instruments, issuing long term infrastructure bonds and mobilizing the liquidity in 
domestic markets and promoting PPPs. He noted the need to strengthen resource mobilization from 
non-traditional sources and called upon DFIs to pla y an active role in developing buy back 
mechanisms for vendors and suppliers of goods and machinery, reinforce the capacity of regional 
and national infrastructure bodies and help national governments to improve budget execution.  He 
concluded by urging DFIs to actively promote preventive maintenance practices and support 
institutional reforms and regulatory and legal frameworks in the sector. 
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Discussions  
 

In the discussion that followed, the participants lamented the poor maintenance culture of 
infrastructure in the sub-regions that results into escalating costs of reconstruction and  missed 
opportunities for job creation in the maintenance sector, especially by the small, medium, and micro 
enterprises (SMMEs). The eroded capacity of national development banks and the lack of a legal 
framework for funding infrastructure and mitigating the related risks were raised as some of the 
bottlenecks in the sector. 
  

 It was suggested that maintenance and provision of infrastructure should be done through 
local governments but these need to be empowered by central governments on a sustainable basis. 
Infrastructure maintenance should be underpinned by the right skills mix in the sub-regions. Thus 
the experts called for deliberate policies to invest in the preventive measures as a long-term cost-
saving intervention.   
 

An observation was made that development financial institutions used to be very vibrant in 
the 1960s and 1970s with most of them supporting a wide range of infrastructure development. It 
was also noted that capital markets in both the SADC and COMESA regions are not sufficiently 
and deeply developed to provide the necessary environment for harnessing the liquidity in the 
market. Thus the necessity to deepen the capital and financial markets towards harne ssing domestic 
resources to fund infrastructure in the SADC and COMESA regions was advocated by the 
participants. The use of market bonds and fiscal incentives, learning from best practices in Kenya 
and Botswana, to fill the financing gap in infrastructure development was strongly recommended.  

 
Participants generally recognized that different infrastructure needs different financing 

modes but all should be provided within a coordinated and comprehensive approach. In this regard, 
SADC was called upon to be a champion to facilitate investments in infrastructure development 
financing. 

 
 Participants also noted that a number of development financial institutions have over the 

last few decades been plagued with poor corporate governance while their operational inefficiencies 
had increased thus making them unable to provide the necessary financial support for infrastructure 
development. In moving forward, the participants urged governments to be proactive by providing 
incentives and building the requisite capacities of development financial institutions for them to 
assume their meaningful role of intermediaries of long-term development finance. The governments 
should demonstrate political will by removing certain taxes on the activities of DFIs as the case is 
in some countries. In addition, the participants called for a legal and administrative framework that 
is geared towards promoting and regulating the business environment with sufficient in-built 
mechanisms for dispute resolutions in order to attract long-term finance in the infrastructure sector.  

 
 

7. Agenda item 5: SADC Programme on Infrastructure 
  Ms Judith Nwako, Infrastructure Coordinator at the SADC Secretariat, started by 

giving an overview of the SADC clearly indicating the various programmes that relate to different 
aspects of infrastructure development. She noted that the Directorate of Infrastructure and Services 
coordinates all infrastructure related programmes in the SADC with the primary function to 
facilitate and coordinate the transformation of the region into an integrated economy by promoting 
the provision of adequate, interconnected and efficient regional infrastructure. The regional 
infrastructure integration programme includes: Transport, Communications and Meteorology, 
Energy, Tourism, and Water. The presenter stated that infrastructure development has been 



 

 

identified  as a key driver for regional integration in the Southern African Development Community 
(SADC) and is prioritized in the Regional Indicative Strategic Development Plan (RISDP) as the 
facilitator of Intra-regional trade and Economic growth leading to poverty alleviation. She informed 
the meeting that SADC had a master plan for infrastructure development which includes several 
sector plans.  

 
The RISDP provides strategic direction for efficient implementation of the SADC 

programme of action over a period of 15 years. It identifies priority interventions for integration 
across a range of areas; aligns the overarching long-term integrated development goals and 
objectives with discrete policies and priority intervention areas and; enhances and strengthens 
intersectoral linkages and synergies. 

 The presenter noted that the SADC Infrastructure Programme continues to be guided by a 
number of regional developments, on the basis of which priorities and areas of focus have been 
determined. Energy, tourism, transport, telecommunication and water remain important focus areas 
for infrastructure development in the SADC. Under each of the focus areas there are several 
bankable projects that have been identified for implementation.  

 
 In concluding her presentation the speaker informed the participants that there was a 

tripartite arrangement under the transport sector among SADC, COMESA and the East African 
Community (EAC). The three sub-regions are working towards developing and implementing a 
joint and robust programme of corridor infrastructure development encompassing road, rail and 
ports infrastructure; trade and transit transport facilitation; and harmonization of the Air Space, Air 
Transport Safety and Aviation Security.  

 
Discussions  

Following the presentation, the participants highlighted the need to enforce project 
packaging capacity in the SADC and COMESA regions. The y also stressed the need to look at the 
role of political factors in the imp lementation of trans -boundary physical infrastructure projects in 
the regions. Participants urged DFIs to enhance the project sponsors` and borrowers’ capacity to 
implement the projects. They noted that the global financial crisis has had a negative impact on 
DFIs’ funding capacity thus increasing the cost of funding infrastructure and leading to risk 
aversion and stringent screening process for project proposals.  
 

The lack of a framework for financing cross-border infrastructure projects was raised by a 
number of participants who further noted that cross-border funding model has not yet been accepted 
by donors given the political factors associated with it. They observed that the SADC “variable 
geometry” approach   leading to countries moving at a different pace affects the sense of urgency in 
project assessment and implementation from the DFIs. 
 
 

8. Agenda item 6: PTA Bank Programme on Infrastructure 
 
Mr. James Kabuga  who is the Assistant Director at the PTA Bank informed the meeting that his 
institution was created to leverage resources to support trade and economic integration among 
member States. The Bank is owned by 19 member States of which 16 belong to COMESA and 
three are non-COMESA States. The Bank which is second to the AfDB in terms of scope and 
geographical coverage in Africa provides project finance to institutional investors and supports a 
numbers of sectors e.g. agriculture, mining, tourism, infrastructure, energy and financial services. It 
makes available resources to commercial banks for onwa rd lending to investors.  In terms of criteria 
for assessing support to institutions and projects, activities to be financed by the PTA Bank should 
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have a regional dimension and should provide important ingredients to a country’s development. 
The Bank also supports export-oriented projects that generate foreign exchange. 
 
The main sources of funding for the PTA Bank are the lines of credit from international financial 
institutions (IFIs), export credit agencies and import-export banks. It is worth noting that ninety 
percent of PTA Bank resources are in hard currencies. The Bank sometimes uses secondary 
financial instruments such as bonds in member States to raise local currencies to meet projects that 
require that type of funding.  The Bank also deals in clean Development Projects such as carbon 
trading for purposes of promoting a clean environment. 

 
 

9. Agenda item 7: DBSA and Infrastructure Financing  
 
  Mr. Bane Moeketsi Maleke started his presentation by highlighting the negative effects that 
the global financial crisis has had on the development finance institutions’ (DFIs) capacity to raise 
funding for infrastructure development in the sub-region. The consequence is that international 
capital is no longer cheap nor is it readily available to developing countries. Therefore financing for 
infrastructure has become costly and thus limiting the level of projects that can be undertaken. In 
light of this, there is need to revisit the risk assessment and mitigation criteria in the DFIs. Risk 
aversion has emerged  largely  due to the global financial crunch and DFIs have been caught up in 
the crisis. This outturn of events has implications in terms of what infrastructure development can 
be undertaken in the sub-region.  

 
The Development Bank of Southern Africa (DBSA) has a special focus on infrastructure 

development as spelt out in its SADC and NEPAD investment mandates. The NEPAD mandate 
overrides the SADC one as it is much broader in scope and depth. DBSA supports projects in 
energy, telecommunication and transport, among others. Increasingly, the focus is on those 
countries that are driving projects with a regional dimension. The Bank strives to stimulate capital 
markets to raise funds for regional projects and also tries to leverage on other financing institutions 
to make resources available for bankable projects across the sub-region. The DBSA is also involved 
in capacity building so that project implementers are able to efficiently and effectively execute their 
projects. This capacity is either found internally or outsourced. In terms of fostering strategic 
partnerships, DBSA helps clients to prepare projects from inception to bankability. 
 

The presenter concluded his presentation by noting some challenges in infrastructure 
financing such as the low capacity among borrowers which tends to unnecessarily delay project 
approval. Ultimately, the cost of projects tends to be higher than normal projects. He also stated that 
there was no structured legal instrument to coordinate donor support toward cross-border 
infrastructure. It was generally observed that many donors preferred to deal with governments 
bilaterally rather than using a multilateral funding model that has regional dimensions. The bilateral 
relationship between donors and recipients is normally influenced by political consideration and 
thus has implications in terms of the funding that can be made available to the cross-border projects. 
On a related score, many donors insist on counterpart funding for projects before they can release 
theirs and this has a bearing on the timeliness of projects. Another challenge is that a number of 
member States do not consistently make contributions and thus resources available for projects are 
always limited.   
 
Discussions  

Some participants emphasized the need to align different types of infrastructure to the 
appropriate sources of financing. This will enhance the prioritization of infrastructure in the 



 

 

national budget taking into account the need to share infrastructure costs among inter- generations. 
The need to encourage countries in valuing the guarantee on loans to support the fund raising 
initiatives was strongly highlighted. It was noted that the SADC had the highest per capita DFIs 
compared to other RECs yet these institutions are not playing a significant role in the preparation of 
bankable project proposals. 
 

It was proposed that there should be a percentage of national budgets (benchmarking) which 
should be allocated to infrastructure development and maintenance in the regions. The need to 
strengthen the human capacity for infrastructure maintenance was underscored to speed up the 
process of reviewing the projects and accessing the funds thus avoiding unnecessary delays from 
the administrative bureaucracy. The lack of high skilled people to prepare and enforce infrastructure 
contracts as well as the absence of a harmonized legal framework in cross border infrastructure 
project development was cited as one of the bottlenecks in the infrastructure sector.   
 
 

10. Agenda item 8: Capital markets in Zambia and Infrastructure Development 
  

Mr. Clement Sichembe from the  Lusaka Stock Exchange (LuSE) started by noting that 
capital markets in the SADC and COMESA regions are generally not well developed except for 
South Africa and Mauritius. His presentation was mainly on Zambia with scanty reference to the 
regional outlook. He gave a brief history of the development of capital markets in Zambia and  
informed the participants that there are three regulators of the financial sector in Zambia. The 
central bank (CB) regulates commercial banks, the pensions and insurance authority (PIA) oversees 
the activities of pensions and insurance houses while the Securities and Exchange Commission 
(SEC) was responsible for the capital markets. The functions of the regulators, among others, are 
licensing intermediaries and to approve all matters relating to take-overs and mergers. 
 

The objective of the capital market is to raise both short and long-term financing for capital 
projects in a fair and transparent manner. Capital markets are cheaper avenues for raising resources 
for investment compared to the traditional intermediaries. The LuSE facilitates the buying and 
selling of stocks. It is a unified and fully automated market. 
 
  The presenter outlined some of the challenges that beset the capital markets in Zambia 
namely the rules and regulations for dealing with money laundering are weak. There is also lack of 
skills and knowledge to develop competitive financing instruments; lack of correct investment 
schemes; and small bonds markets that hardly trade in secondary markets. 
   

He made a few suggestions that could help in resolving some of the impediments in the 
capital markets. Some of his proposals are that capital markets should focus on small and medium 
enterprises (SMEs) as future corporate entities in terms of good business practices; creation of 
investment awarene ss in colleges and universities and the development of a single regulatory body 
to oversee capital markets, commercial banks, and pension and insurance houses. In addition, he 
proposed the creation of a credit rating bureau in order to attract international investors.  
 
Discussions  

Participants noted the need to reduce the cost of doing business in Southern Africa, enhance 
investment protection and to strengthen the public knowledge and awareness on the capital markets 
in order to raise funds for infrastructure development and attract more external investors to the 
market. They urged countries and RECs to define clear polic ies towards developing the capital 
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markets and encourage DFIs to align their programmes to the national strategic priorities, support 
PPPs and the private sector participation in the infrastructure development process.  
 

 
11. Agenda item 9: ECA Programme on Infrastructure  

 
 

The ECA NRID Representative, Dr. Joseph Atta Mensah, highlighted the socio-economic 
situation in Africa pointing out the region’s low share in the  world GDP and its lowest per capita 
income resulting into massive poverty for a continent where agriculture remains the key sector in 
terms of production and employment. 

 
He underscored the strategic role of efficient infrastructure  to Africa’s trade expansion, 

regional integration, development  and poverty reduction. He noted however that for infrastructure 
to play this role, Africa needs to strengthen its physical and operational networks, harmonize 
policies and standards, and promote joint planning and development of facilities through cross-
border investments and domestication of international treaties and conventions. 

 
He identified the lack of a coherent policy framework coupled with inadequate financing 

and high transaction costs as main the challenges faced by the infrastructure sector in Southern 
Africa. He further noted the key role played by traditional financiers comprising the World Bank , 
the European Union/EIB Infrastructure Trust Fund , the African Development Bank and NEPAD, 
China and other bilateral actors in financing infrastructure development in the region.  He urged the 
region to be open to the international markets to reap the full benefits of globalization and promote 
PPPs to enhance the  private sector participation in the provision of infrastructure.  
 

He identified innovative ways of financing Africa’s infrastructure to cover the massive 
investment needs estimated at over US$250 billion durin g the next 10 years by calling upon African 
governments to continue playing an important role in infrastructure development and donors to 
increase their funding to the sector. He suggested other strategies  which include the strengthening 
of local capital markets, mobilizing Africa’s Pension funds and infrastructure indexed bonds and 
the use of global financial markets and special Government credits as potential means of financing 
infrastructure. Establishing regional infrastructure banks, devoting a fixed percentage of countries` 
GDP to infrastructure development and promoting special taxes were advocated to provide 
additional resources to the sector. 
 

In concluding his presentation, he called upon African governments to set up an African 
Investment Guarantee Agency to provide risk- mitigation instruments and promote corporate  level 
and sector-specific reforms to strengthen transparency and good governance to help private and 
public enterprises to thrive in the sector.  

  
Discussions  

In the discussions that ensued, participants called upon UNECA, COMESA and the SADC 
to host an investors` conference on financing infrastructure and especially the transport sector 
through the development of the SADC corridor taking into account the work already done by the 
SADC Secretariat on “instruments, institutions and infrastructure”.  
 
 
 



 

 

12. Agenda item 10: Presentation by DFRC 
 

Dr. Herrick. C. Mpuku the Programme Manager at the SADC Development Finance 
Resource Centre (DRFC) informed the participants that the Centre works on strengthening DFIs` 
capacity in developing bankable projects that can be financed by potential sponsors. DFRC focuses 
on capacity building and policy research on infrastructure and promotion of small, medium and 
micro enterprises (SMMEs). The organization’s priorities are on trade and provision of advisory 
services. The idea is to strengthen national DFIs to build on corporate governance in their 
structures. The DRFC undertakes project appraisals and risk analysis with a bias toward agriculture. 
Through the DFRC, DFIs have been strengthened to better serve their clients. 
 

13. Agenda item 11: Presentation by Zambia Development Agency 
  Mr. Noah Ndimungu from the Zambia Development Agency (ZDA) informed the meeting 
that the Agency is an investment promotion entity which came into being in 2007. It focuses on 
trade facilitation and promotion of SMMEs as well as aspects of privatization. 
 

 In order to attract both local and foreign investors, the ZDA offers a wide range of 
incentives such as tax holidays and imp ort tax exemptions. Currently, infrastructure related projects 
are not among the priority areas for the ZDA although there is a special window that investors can 
use to access fiscal incentives from the Government of Zambia. For instance, investments in hydro 
power stations qualify for fiscal incentives under the ZDA window. 

 
14. Agenda item 12: Presentation by the TCTA, Water and Forestry Department, South Africa 
 

 Mr. Onesmus Ayaya, the Deputy Director General of the Trans-Caledon Tunnel Authority 
(TCTA) informed the  meeting that his institution was a state-owned entity mandated by the 
Minister of Water Affairs of South Africa  to implement and fund raw bulk water infrastructure. He 
highlighted that the TCTA is governed by the Water legislation Act to provide water and water 
infrastructure across South Africa. 

He emphasized the strategic role of his organization in implementing projects, from the 
development of economically sustainable funding models; to the design and implementation of 
environmental management and socio-economic strategies; through to the design of cost-effective 
and environmentally-sound infrastructure. The Department has undertaken a number of projects 
including some with a cross-border dimension between South Africa and Swaziland, and So uth 
Africa and Lesotho . He cited the Lesotho Highland Water Project (LSHWP) as a success story and 
a model in conducting and managing bilateral joint infrastructure projects in the region. He 
presented the LHWP as a world-class infrastructure project to divert water of the Senqu River 
system in Lesotho to the water-stressed Gauteng region of South Africa, in accordance with the 
bilateral Treaty and overseen by the Lesotho Highlands Water Commission (LHWC).  

15. Agenda item 13: Presentation of synthesized Recommendations  
 

After fruitful deliberations, a small task force comprising Joseph Atta-Mensah, Jean Luc 
Mastaki and Jack Jones Zulu (UNECA staff) and Dr. Bwalya Ng’andu, the Consultant was 
constituted to distill recommendations of the workshop.  

 
Acknowledging the role that the DFIs have been playing in strengthening socio -economic 

integration at continental and regional levels particularly in areas of supporting infrastructure 
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development, the meeting examined the financing gap that exists in the provision of infrastructure 
in the SADC and COMESA. 

  
Below are the recommendations that were generated under three broad thematic areas and 

presented to the general plenary for discussions: 
 
Key Issues and Recommendations 
Institutional Issues 

• Lack of maintenance culture lead ing to deterioration of infrastructure assets which 
exacerbates the cost of replacement 

• Lack of capacity to develop project proposals to bring them up to bankable form 
• Lack of capacity by project promoters to execute good bankable projects 
• Operational deficiencies among infrastructure service providers leading to losses and 

inadequate revenue collection, particularly in some utility companies 
• No proper alignment between national and regional strategies for infrastructure development 
•  No linkages between the RECs and the DFIs in the promotion of infrastructure  Funds set 

up by the RECs 

Recommendations  
1. DFIs should increase their level of involvement with service providers to address 

operational deficiencies including development of asset management plan and providing 
capacity for maintaining existing infrastructure 

2. DFIs should consider using their existing funding windows to strengthen the capacity of 
local governments to carry out maintenance works on a sustainable basis 

3. DFIs should promote their project preparation services in order to assist the region to 
develop projects into bankable form. In this regard member States and RECs are also urged 
to utilize the capacity that is available at the DFIs 

4. DFIs in collaboration with the RECs, should urge policymakers to harmonize regional 
strategies with  those at national level in support of infrastructure development 

5. DFIs should work closely with the RECs in the promotion of the infrastructure Funds 

 
Policy Issues 

• Perceived high risk aversion regarding projects in SADC and COMESA relating to lack of 
sovereign ratings , currency risk, political risk, and lack of confidence in the overall policy 
framework 

• Absence of a coherent regional policy framework for infrastructure development 
• Lack of a framework for fina ncing cross-border infrastructure which discourages investors’ 

involvement in the projects 

Recommendations  
1. DFIs in collaboration with the RECs should encourage governments to develop a 

comprehensive regional legal, regulatory and operational policy framewo rk for 
infrastructure development 



 

 

2.  DFIs in collaboration with the RECs should encourage governments to  create an incentive 
regime that can attract private investments in infrastructure development e.g. through a 
reduction of or removal of taxes on corporate bonds and  equity 

Economic and Financial Issues 
• National DFIs have weak corporate and operational efficiency which impinge on their 

capacity to mobilize funds to deliver on their institutional mandates including provision of 
development finance 

• Shallow capital markets and weak risk mitigation instruments 
• Limited participation of commercial banks in infrastructure development 
• Inadequate public budget allocation and execution for infrastructure development 
•  Administered pricing impacts on cost recovery, future investments, and rehabilitation of  

infrastructure 

 Recommendations  
1. DFIs need to increase their involvement in issuing risk mitigating instruments such as 

guarantees or underwriting of issues on the capital markets as an incentive to attract private 
sector participation in infrastructure development 

2. DFIs should utilize existing capital markets to issue infrastructure bonds targeting local 
institutional investors such as pension funds and insurance companies 

3. DFIs should actively promote PPPs as part of risk sharing in infrastructure projects 
4. DFIs should diversify resource mobilization efforts particularly with non-traditional sources 
5.  DFIs should build strategic partnerships with commercial banks to encourage them to 

support infrastructure development, especially the profiled transport corridors within SADC 
and COMESA 

6. ECA in collaboration with SADC and COMESA should convene a conference of donors, 
DFIs and the private sector to pool their resources and expertise in support of infrastructure 
development in SADC and COMESA in 2010 

 
16. Agenda item 14: Way forward and Closure of the Meeting  

 
In his closing remarks, Dr. Latigo thanked the participants for their fruitful and open 

discussions. He was personally happy that the meeting had created a useful platfor m for experts 
to share their rich experiences and knowledge in a tense but productive environment. He assured 
the participants that the recommendations would be presented to the appropriate authorities at 
the SADC and ECA for action. He wished participants a safe passage to their respective 
countries and finally declared the meeting closed. 
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Summary 

 
As is the case with the rest of Sub Saharan Africa, the infrastructure in the SADC and COMESA 

regions is inadequate in terms of both stock and quality. The generally unsatisfactory state of 

infrastructure has been precipitated by firstly, inappropriate traditional approaches to the management 

of infrastructure which have limited the flow of financial resources to the sector and secondly, by  the 

enduring inadequacies related to institutional, regulatory, legal and operational frameworks which 

hinder new forms of investment and optimum performance of infrastructure service providers. The 

consequent associated economic losses include the increased cost of doing business, the 

comparatively high cost of infrastructure services and the slowing down of the achievement of 

regional integration. This ultimately places a drag on the economic development of the region.  

 

Development finance institutions are currently playing a commendable role in developing 

infrastructure by financing and mobilizing financial resources for infrastructure projects and related 

activities. These efforts are being supplemented by a range of other services such as managing 

infrastructure funds and offering consultancy, advocacy and advisory services. Notwithstanding the 

contribution of DFIs, the region has a huge infrastructure financing gap and inefficiency and waste in 

service delivery. To ameliorate these shortcomings, the report recommends that DFIs play a more 

robust and active role in increasing the flow of financial resources to regional infrastructure by 

providing would be investors with risk mitigating instruments, becoming active issuers of bonds on 

the local capital markets and expanding their resource mobilization efforts to non traditional sources 

of finance like China, India and the oil rich Gulf States. The various non finance services offered 

could also assist in reducing the financing gap further if they were pursued more actively by DFIs 

with the view to achieving reduction in operational inefficiencies, improvement in national budget 

execution and preventative maintenance capabilities. 

 

The report acknowledges that DFIs by themselves can only have a limited impact on the size of the 

current financing gap. In order to come anywhere near to reducing the gap substantially, all 

institutions involved in developing regional infrastructure such as RECs, specialized infrastructure 

institutions, national governments, traditional external sources and financing institutions will need to 

work in a more coordinated way so that a higher degree of mutual leveraging among them is allowed 

to develop and prevail.      



 

 

 

1.0. PHYSICAL INFRASTRUCTURE IN SADC AND COMESA 

Introduction 

 

1. This report addresses a broad range of issues relating to the development of 

infrastructure in the SADC and COMESA regional economic groupings. Focus is on physical 

infrastructure such as electricity, telecommunications, water, sanitation and transport 

comprising roads, railways, seaports and airports which span over and serve two or more 

countries or are part of national infrastructure that has significant cross border impact. Social 

infrastructure, such as education and health, on which the supply of skilled and healthy 

personnel depend, is, however, not included in this report notwithstanding its equally 

important function in supporting economic activity. 

 

2. The report also looks at the role development finance institutions are playing and the 

specific strategies that they are employing in providing finance and other related services to 

support regional infrastructure development. The report further reviews the available 

frameworks within which development finance institutions are operating and how these can 

be improved in order to promote sustainable and continuous growth and development of 

infrastructure in the two sub regional groupings.  

 

Description of the state of infrastructure  

 

3. Regional infrastructure is, in the first instance, national in character. The description of 

the condition of infrastructure in SADC and COMESA requires that national and regional 

infrastructure are considered simultaneously bearing in mind the fact that national 

infrastructure provides the basis on which regional infrastructure is structured. The picture 

that emerges from this presentation shows that on virtually every measure of infrastructure 

coverage, Sub Saharan Africa (SSA) lags behind other developing regions of the world in 

terms of the existing stock and quality of infrastructure. The differences are particularly acute 

in the case of power generation, paved roads and telephones. Additions to existing 
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infrastructure stock are expanding at a slower rate than other developing regions of the world 

suggesting that not only is the continent losing its ability to catch up but that in the absence of 

far reaching and adequate response, the gap will continue to grow. Most of the available 

infrastructure services offered are both inadequate and unreliable as evidenced by the 

following brief description of the state of physical infrastructure in the region and presented in 

table1 below; 

 

Table 1 Snap short of Africa’s Infrastructure by Region 

Normalized 
units 

Western Eastern  Southern Central Low 
income 
SSA 
countries 

Other low 
income 
developing 
countries 

Paved Road 
Density 

38 29 92 4 31 134 

Mainline 
Density 

28 6 80 13 10 78 

Mobile 
density 

72 46 133 83 55 76 

Internet 
Density 

2 2 4 1 2 3 

Power 
Generation 
capacity 

31 16 176 47 37 326 

Electric 
Coverage 

18 6 24 21 16 41 

Improved 
water 

63 71 68 53 60 72 

Improved 
Sanitation 

35 42 46 28 34 51 

Source:  Forster and Briceno- Garmendia (2009) 

The Countries of Southern and Eastern Africa which make the bulk of SADC and COMESA 

are comparatively better off on a number of infrastructure categories than Central Africa and 

to some extent Western Africa and generally  average better than SSA. However, on most 

indices they lag behind low income countries in other parts of the developing world. For each 

category of infrastructure, the position of SSA, SADC and COMESA are discussed in some 

below;   



 

 

 

(a)  Electricity 

4. For its size and potential, SSA generates very small amounts of electricity. 

Consequently, both SADC and COMESA have less power than they need to satisfy the 

requirements of commerce and industry. Forty eight Sub Saharan African countries with a 

population of 800 million people are reported to generate something in the magnitude of 

68,000 Mega Watts per annum which is about the same as what Spain with a population of 45 

million generates . Access to power in Eastern Africa and Southern Africa is believed to be 

6% and 24% percent of the population, respectively in comparison to the Sub Saharan 

Africa’s average of 16% of its population or as low as 12% for the rural populations. SADC 

specifically, is estimated to generate 41,000 MW per annum against a demand of 42,00 MW 

leaving an approximate shortfa ll of 1,000 MW. Low electricity supply has led to regular 

power outages and load shedding. Partly as a result of old equipment, voltage fluctuations 

which often damage equipment and machinery have become fairly common. Spending on 

infrastructure by countries in Eastern and Southern Africa shown as table 2 indicates how 

countries are trying to close the gap between supply and demand. In the case of Eastern 

Africa, 85% of total expenditure on Infrastructure goes to power whilst the corresponding 

figure for Southern Africa is 60%. Electricity is clearly the largest infrastructure deficit for 

SSA with power consumption estimated at 124 kilowatt hour per capita per year. This is about 

one tenth of what obtains in other parts of the developing world. The existing capacity, in 

addition, has continues to fall since 1970 when SSA had three times the generation capacity 

of south Asia which now generates several multiples more than SSA.  

 

 

 

 

Table 2 Average Total spending on Infrastructure (US$ Millions a year over the 

last ten years) 

Sector  
Region ICT Power Roads Total 
Eastern Africa 67 2254 306 2627 
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Southern Africa 8 1728 1156 2892 
 Source: Forster and Briceno- Garmendia (2009) 

(b) Transport 

5. Transport related infrastructure is a critical facilitator of trade since it links markets to 

people and goods. In Sub Saharan Africa, this facilitative function is undermined by the 

generally defective state and poor operation of all aspects of its transport infrastructure. 

i. Roads 

6. Roads are the most significant form of transportation in Sub Saharan Africa as they 

carry between 80% to 90% of all the passengers and freight within the region and to and from 

other regions. Since many countries are land locked, roads are indispensable to export trade as 

they carry over 77% of exports. Unfortunately , regional or sub regional road networks remain 

largely uncoordinated  to the extent that roads in SADC and COMESA countries are in 

essence separate national road networks often poorly designed and not structured to meet the 

challenges of regional trade. 

 

7. Notwithstanding their importance, roads in Sub Saharan Africa are largely inadequate, 

insufficient and in poor state. Majority of the roads are not paved because most of the 

countries lack the capacity to construct trunk roads of acceptable standard. Half on the paved 

roads which are estimated at 24% of the entire road network are in a state of disrepair. As for 

the rural areas where roads are the only means of transportation and accessibility, road 

accessibility for the populations is estimated at 34% and the feeder roads which are suppose to 

connect villages and farming areas with each other and the market mostly do not exist or if 

they do, are poorly maintained or inaccessible during the rainy season thus failing to perform 

their critical function of opening up the rural areas.  

 

8.  National road networks in Sub Saharan Africa are mostly not growing to 

accommodate increasing demand. The limited kilometer lengths of existing roads are now a 

serious cause for congestion especially on the urban roads. Also on account of the low road 

construction standards manifested in poor road surfaces, poor drainage, poor street lighting, 

and poor road signs etc, African roads are considered as the most dangerous in the world. The 



 

 

Commission for Global Road Safety predicts that by 2010, road traffic accidents will be the 

second leading cause of death for the 5 year to 44 year age group while increase in road traffic 

accidents could be as high as 80%. 

 

9. However, the picture for regional road networks in COMESA and SADC is more 

positive than that of national road networks. The Africa Infrastructure Country Diagnostic 

study reports that regional road networks in both Eastern and Southern Africa are on average 

mostly paved and maintained in a good or fair  condition as shown in table 3 below. In 

Southern Africa 40% of regional roads are described as good and 24% as fair. While in 

Eastern Africa, 30% and 27% of regional roads are good and fair, respectively. Out of the 

11,240 kilometers of regional roads in Eastern Africa, 282 kilometers or 2.5% are in poor 

condition and 2848 kilometers or 25% are unpaved and an estimated 5% need rehabilitation. 

For Southern Africa out of 49 664 kilometers of regional roads, 10 319 kilometers or 21% are 

in a poor condition and 4933 kilometers or 9.9% are unpaved. Overall one fifth of regional 

network require rehabilitation. Although reference is made to regional roads, strictly speaking 

a regional road system does not exist. What is obtaining is a large number of separate national 

road networks that are considered as part of the planned regional network. Since they already 

serve the purpose of linking strategic locations with and outside the country, they have a 

better chance of being paved than other national roads. Notwithstanding this, these roads are 

inefficient. Using as an example, a trip from Lusaka to Durban takes on average four days 

travel time at an average freight movement of 12km per hour and four days of delays 

occasioned mainly by Beit Bridge and Chirundu crossings. Each day of delay costs US$300 

for an eight axle truck.  

 

Table 3 Condition of regional road networks in Eastern and Southern 

  Africa 

Region ( % of Roads) Condition of Roads 
Eastern Africa Southern Africa 

Good 30 40 
Fair 27 24 
Poor 12 21 



 
 

6 
 

Un known 32 15 
 

Source: Forster and Briceno- Garmendia (2009)  
(c) Railways 

10. The railway network in Sub Saharan Africa is scanty with a small number of corridors 

to the sea. In both SADC and COMESA, South Africa has the most developed and extensive 

railway network. For a region with a total surface area of 30 million square kilometers, the 

railway network in SSA covers  only a distance of around 90 000 kilometers. This gives Sub 

Saharan Africa an average railway network density of 2.9 km per 1,000 square kilometers 

making it one of the lowest in the world. Most of the railway networks in SADC and 

COMESA are mostly light rail and therefore unsuitable for fast and heavy traffic were built at 

the end of the 19th century and beginning of the 20th century. Consequently, Rail lines and 

equipment are largely in a state of deterioration and dilapidation. Rail traffic and locomotive 

availability have, accordingly declined significantly over the years thus creating a disincentive 

for investment in the sector. Using Spoornet of South Africa as a benchmark for assessing the 

performance of railways in SADC, the rails systems on Angola, Botswana, Mozambique, 

Malawi and Zimbabwe clearly rank behind in efficiency. Railway transportation is therefore 

not living up to its potential as an important facilitator of regional trade. Studies show that rail 

travel from Kolwezi in the DRC to Durban takes nine travel days and twenty nine days of 

delay caused by loading and interchanging. Freight movement is at four kilometers per hour 

while each day of delay costs US$200. 

 

 

 

(d) Air and marine transportation  

11. Air transportation in Sub Saharan Africa is characterized by low demand, poor and 

unreliable service delivery and a reputation for inefficiency and low safety standards. Against 

this background, its share of world air traffic is a mere 4% explained by a number of problems 

which include inadequate and poorly maintained runways, absence of modern passenger and 

baggage handling equipment, lack of proper maintenance facilities, obsolete air traffic and 



 

 

fire service equipment, inefficient customs and immigration services and a poor safety record. 

Equally significant is the fact that most African airlines are small, undercapitalized and poorly 

equipped with limited capacity to handle large traffic across the continent. Additionally, most 

of the air transport networks are not developed as only an estimated 50% of potential air links 

are operational. As for existing links, they generally do not connect directly the main cities of 

the region thus failing to be an effective cross border vehicle for the movement of goods and 

persons.  

 

12. Eastern and Southern Africa, however, have a reasonably developed air transport 

network. The regional air network is build around the two hubs of Nairobi in Eastern Africa 

and Johannesburg in Southern Africa. In fact spoke and hub structures have been developed 

around these two destinations. Low connectivity between most cities in the regions continues 

to be a problem. Within Southern Africa, only South Africa, Zambia, Zimbabwe and Tanzania 

are directly connected to more than five destinations within the region. In Eastern Africa, the 

highest number of inter regional connectivity is from Kenya and Ethiopia which connect to 

five destinations or more within the region. In terms of airline operators the regions are 

serviced by some strong and reliable airlines in the name of Ethiopian, Kenya Airways and 

South African Airways. 

 

13. Not unlike airports, African sea ports are characteristically constrained in capacity to 

handle ships above certain sizes, inefficient as exhibited in long turn around times, congested, 

poorly equipped , poorly managed and bureaucratic in their operations. Most of them lack the 

modern container handling equipment which ensure an acceptable level of operational 

efficiency or are simply not capable of replacing near obsolete equipment. Port productivity is 

reported as averaging one third of international norms while the normally poor coordination 

and linkage with railways and roads makes it difficult for these ports to effectively transmit 

imports and exports destined for or from neighboring land locked countries. Compared to 

global best practices, port productivity in the two regions is well below and charges well 

above as depicted in table 4. 
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Table 4 Comparison of port productivity by region   

Region  
Productivity Eastern 

Africa 
Southern 
Africa 

Western 
Africa 

Global Best 
practice 

Container dwell time(days) 5-28 4-8 11-30 <7 
Truck processing 
time(Hours) 

4-24 2-12 6-24 1 

Crane productivity 
(Containers/hour) 

8-20 8-22 7-20 20-30 

Crane 
productivity(tons/hour) 

8-25 10-25 7-15 >30 

Charges 
Container handling 
charge($/TEU) 

135-275 110-243 100-320 80-150 

Container Handling 
Charge($/ton) 

6-15 11-15 8-15 7-9 

Source:  Forster and Briceno- Garmendia 2009) 

 

(e) Telecommunications 

14. Africa is on record as having the lowest telephone coverage in the world. The 

continent as a whole accounts for only 8% of global telephone lines opposed to Asia which 

has 28% of global telephone lines. Telephone network densities, measured as the number of 

telephone lines per 100 inhabitants, show that Africa as a whole has an average tele density of 

1.85 with Sub Saharan Africa standing at 0.52. In contrast, Asia and Europe have tele 

densities of 6.02 and 30.6, respectively. Operational inefficiency and low reliability of 

telephone service are common because of the presence of outmoded equipment and poor 

management. Using the average faults reported per 100 main lines as a measure of the quality 

of telephone service, Sub Saharan Afr ica has the poorest quality of service delivery of 78.1 

faults as opposed to 8.9, 19.9 and 43.7 reported by America, Europe and Asia, respectively. 

The improvement in telephone coverage continues to be undermined by long waiting time 

experienced by new applicants for telephone services. At 3.5 years average waiting time, 

Africa has the longest in the world compared to 0.3 years, 0.7years and 2.4 years for America, 

Asia and Europe. With the extensive investment in mobile telephone technology, Africa has 

experienced a huge improvement in the number of people who can be reached by phone even 



 

 

though Africa still lags behind other continents in the world in accessibility to telephones and 

still suffer quality delivery problems. 

 

15. The internet service has grown rapidly in Africa and presents a positive and very 

dynamic aspect of telecommunications development. However, even here Africa is lagging 

way behind other areas of the world with an expenditure on internet technology at about 1% 

of global spending. Internet indicators such as the number of internet service providers, the 

number of host computers and the number of users all confirm low levels of penetration. The 

density of internet host computers per 10 000 averages at 0.07 for Sub Saharan Africa and 

1.70 for the rest of Africa. 

(f) Water and sanitation 

16. The provision of safe water is severely constrained while sanitation conditions are 

largely deplorable in Africa. Estimates indicate that on the continent as a whole, less than 

64% of the populations has access to safe drinking water as opposed to a world average of 

87%. This figure drops to 56% in Sub Saharan Africa. In the case of sanitation, estimates 

show that safe sanitation is only available to about 38% of the population in contrast to the 

world average  of 62%. Africa and Sub Saharan Africa use only 4% and 2% of the available 

water global resources. A meager 4% or six million hectares of the continents farmland is 

under irrigation since only 20% of irrigation potential has been developed. The continent is 

further susceptible to the devastating effects of droughts since its per capita water storage is 

estimated to be something in the region of 100 cubic meters as opposed to 3 500 cubic meters 

and 6,000 cubic meters for Europe and America, respectively. 

 

Causes of infrastructure deficiencies 

 

17. The desperate state of Sub Sahara’s infrastructure is owed to a combination of 

historical and enduring factors. Some of these are general in nature and cut across all 

infrastructure categories whilst others tend to relate to specific sub sectors of infrastructure. It 

is necessary to understand how these causes act to undermine the development of 

infrastructure at both national and regional levels in order to formulate appropriate 
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interventions that will make it possible to modernize infrastructure and convert it into a 

driving force for economic development.   

 

18. Traditionally infrastructure is considered a public good. Consequently, the provision 

of infrastructure services has in practice been the responsibility of governments which have in 

the main owned, operated and financed them either directly or using largely inefficient state 

owned monopolies which often lack technical innovation and mechanism for efficient service 

delivery. Government control and its involvement in investment decisions, location of 

investments, choice of equipment and allocation of resources by the state owned enterprises 

has and continues to result in serious misplacements of investment or priorities which have 

had a long term negative effect on the development of infrastructure. Furthermore, 

government’s source of direct funding to infrastructure comes from tax revenue as part of the 

national budget. But government budgets do not necessarily prioritize infrastructure 

investment and rehabilitation especially in the face of limited financial resources, which is 

often the case in Sub Saharan Africa. Infrastructure financing has thus tended to lose out to 

recurrent expenditure, a situation which is further exacerbated by the non execution of public 

investment budgets to the extent of two thirds for most countries.  

 

19. The regime of administered pricing of infrastructure services practiced in a number of 

countries is another major hindrance to the development of the sector because it restricts 

service providers from charging prices that enable them to recover costs and generate profits 

to support future investment , maintenance and rehabilitation of infrastructure. Operational 

inefficiencies among infrastructure service providers in the form of high distribution losses, 

overstaffing and under collection of revenue are fairly common. Power and water utilities are 

reported to collect between 70% to 90% of billed revenue and suffer distribution losses which 

could be as much as two times more than the international technical best practice. Household 

surveys carried out to determine the extent of the problem of under collection show that as 

many as 40% and in some cases 65% of the respondents reported not to be paying for the 

services they receive. The road funds which have been established in a number of countries 

are also reported to be under collecting to various degrees. With regards to overstaffing, the 



 

 

problem is pervasive across the various infrastructure categories. State owned 

telecommunications companies on average employ six times more staff than private sector 

operators resulting in overstaffing losses amounting to 0.2% of GDP. In the power and water 

utilities overstaffing is anywhere between 20% and 80% more than acceptable levels in other 

developing countries of the world. For the power utilities, inefficiency losses are estimated at 

0.5% of GDP or US$3.4 million annually while the corresponding numbers for the water 

sector are 0.2% of GDP amounting to US$1 billion annually. The exact extent of revenue 

losses through inefficiency is difficult to establish. But the problem is huge with some reports 

indicating that revenues losses exceed the current turnovers of companies by several 

multiples.  

 

20.    The private sector, which is a significant player in funding infrastructure projects in 

other parts of the world plays a very small role when it comes to Sub Saharan Africa. The 

exception is the telecommunications sector which has received nearly 64% of private sector 

investment in infrastructure. A combination of factors account for this problem; 

 

a) The domestic financial markets made up primarily of commercial banks, development 

banks and the capital markets have little capacity to provide sustainably the local 

currency financing required for infrastructure development.  

b) Domestic banks often have difficulties raising long term financing themselves while 

the capital markets are thin and not a reliable source of long term funds. 

c)  Foreign private investment, especially project finance or non recourse debt, is 

discouraged because of the poor or absence of sovereign ratings which lowers the 

perceived credit worthiness of these countries. Reports reveal that only 16 out of 48 

Sub Saharan African countries have sovereign ratings and of these only four countries 

have a rating at BB- or better. Secondly, the infrastructure projects themselves are 

considered to carry high risk profiles because of the inherent long payback and built 

out periods which leave them exposed to the consequences of instability often 

associated with African countries.  
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d) Income from utility companies is in local and not foreign currency. In the face of 

domestic currency devaluation, foreign investors may doubt the loan repayment 

capacity of the loan recipients or their ability to generate adequate return on 

investment in case of equity investment. 

e) There is a general lack of well articulated incentive structure for attracting private 

investment. Regulations, procedures and laws relating to rules of entry and protection 

for private investors, tariff structures are mostly unclear and at best in the process of 

formulation. 

21. About 30% of Infrastructure in Sub Saharan Africa is in need of maintenance because 

of the little attention that is paid to preventive maintenance which itself is reflected in 

underfunding of the maintenance budget. Most of the infrastructure desolation and disrepair 

that is seen is the direct result of a poor maintenance culture which places emphasis on the 

construction of new structures and pays little attention to maintenance. Estimates show that 

maintenance can produce US$4 saving for every US$1 spent on rehabilitation.  

 

22. A strong interface needs to exists between national and regional infrastructure assets 

for the sustainable development of regional infrastructure. However, traditionally there has 

been little integration and cooperation in terms of connectivity, sharing of available resources 

and mobilizing of financial resources. This has resulted in isolation of assets whether in the 

form of transcontinental highway connectivity, power connectivity, air connectivity or 

telecommunication connectivity and in the competition for financial resources mainly from 

donors and financial institutions to support national as opposed to regional infrastructure.     

 

The economic impact of poor infrastructure  

 

23. Poor infrastructure, in general, retards development to various degrees depending 

upon the extent of deterioration of the infrastructure assets. In the case of Sub Saharan Africa, 

it is estimated that poor infrastructure is responsible for holding back the region’s economic 

development by about 2% of GDP, reducing firm productivity by as much as 40% and posing 



 

 

a serious challenge to the attainment of the Millennium Development Goals. An improvement 

in the state of infrastructure from its current levels to that of  South Korea, it is proposed 

would generate an average 2.6% GDP increase for Sub Saharan Africa and 2.2% GDP growth 

per annum if the rest of the region’s infrastructure were to catch up with that of Mauritius. It 

also has the effect of inflating the cost of doing business and therefore reducing the market 

competitiveness of the affected countries. The poor state of roads, railways and sea ports are 

projected to contribute between 30% to 40% to the cost of goods that are traded among these 

countries. The cost of   moving imports from outside the region to land locked countries 

inland is, for instance, estimated to be on the average 50% more than experienced in other 

parts of the developing world. The UK Commission for Africa shows that in the case of 

Uganda transportation bottlenecks alone impose on the country’s textile industry additional 

expenses amounting to a tax in the magnitude of 80% with the effect of undermining the 

competitiveness of this export. Freight costs by rail are considered to amount to about twice 

the rates of Asia and one and half times the rates of South America. Costs related to power 

blackouts are assumed to be in magnitude similar to the combined effect of crime, red tape, 

corruption and inadequate financial markets. Power outages are reported to be responsible for 

loses to firms amounting to 5% of their sales increasing to 20% for the informal sector which 

lacks the capacity to install stand by generators. 

 

24. For almost all categories of infrastructure, the applicable tariffs are comparatively 

higher than tariff levels obtaining in other developing regions as shown in the table 5. The 

high cost price of providing infrastructure services is explained partly by the higher costs 

endured by providers relative to other parts of the world. Power generation offers a case in 

point. Small scale power generators, especially diesel generators which are not uncommon in 

Africa, can run up operational costs three times more than large scale generators. High profit 

margins enjoyed in Africa by operators is another explanation for the high tariffs. Average 

profit margins for road transport providers for Eastern Africa average between 70% and 90% 

while for Southern Africa the margins are between 20% and 60 %. Monopoly privileges 

enjoyed by state owned enterprises, especially in the telecommunication sector, at times 

explains the high tariffs especially where the international gate way in monopolized. 
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Table 5  Comparison of tariff levels between Sub Sahara Africa and other 
Developing regions                 

 

Type of Tariff Sub Sahara Africa Other Developing Regions  
Power tariff (US$/Kw) 0.02 – 0.46 0. 05 – 0.01 
Water tariff(US$/Cubic 
Meter) 

 
0.86 – 6.56 

 
0.03 – 0.6 

Road freight 
tariff(US$/ton/Km) 

 
0.04 – 0.14 

 
0.01 – 0.04 

Mobile telephony 
(US$/basket/Mo) 

 
2.6 – 21.0 

 
9.9 

International telephony to 
USA (US$/ 3 Min) 

 
0.44 – 12.5 

 
2.0 

Internet dial up service 
(US$/Mo) 

 
6.7 – 148.0 

 
11 

Source: Forster,(2008)         

 

25. Poor infrastructure is probably one of the most important impediments to the 

attainment of regional integration in the SADC and COMESA regions primarily because of its 

negative impact on the quick and free movement of both goods and people. Although strictly 

speaking not a non tariff barrier to regional trade, poor road networks, rail networks and air 

connections are considered as such because of they have become a drag on the promotion of 

intra African trade and the economic growth and socio economic integration that accompanies 

it to the same or even greater extent than some of the conventional non tariff barriers to trade.   

 

 

Required levels of funding to remedy infrastructure deficit 

 

26. Adequate financing is critical to correcting the existing infrastructure deficiencies at 

both national and regional levels. Financing effort and strategies must, however, firstly 

acknowledge the levels of funding required to meet the challenge. Infrastructure financing has 

been on the increase in SSA over the past ten years. The African Development Bank (AfDB) 

estimates that funding has increased from US$70 Million per year to US$30 Billion per year 

between 2002 and 2007.Following the Gleneagles Summit in 2005, Official Development 

Assistance to infrastructure from OECD countries has increased rising from US$5.1 billion in 



 

 

2005 to US$6.7 billion in 2006. Private sector investment has equally gone up with estimates 

showing that since 1990, Official Development Assistance to infrastructure has been 

overtaken by private investment albeit that the bulk of this investment is directed at the 

telecommunications sector. Africa’s actual spending on infrastructure is thought to be around 

US$43 billion per annum of which US$28 billion or two thirds is financed from domestic 

resources in the form of taxes and payment from infrastructure users. External funding 

therefore amounts to US$15 billion per annum or one third of the total annual expenditure. In 

Table 6 the breakdown of estimated infrastructure spending is shown. As can be seen, SSA is 

spending an average of 12% per annum of its GDP on infrastructure which is in excess of the 

7% prescribed in the Millennium Development Goals.   

 

 Table 6 Breakdown of infrastructure spending in Sub Saharan Africa 

Capital Expenditure(US$ billion per year) Sector Total 
Spending 

Operations 
and 
Maintenance 
Public 
Sector 

Public  
sector 

ODA Non 
OECD 
Financiers 

Private 
sector 

Total 

ICT 9.0 2.0 1.3 - - 5.7 7.0 
Power 11.6 7,0 4.1 - - 0.5 4.6 
Transport 13.8 5.4 3.3 1.6 2.5 1.3 8.4 
Water 
and 
Sanitation 

7.6 3.1 0.7 1.1 0.7 2.1 4.6 

Irrigation 0.9 0.6 0.1 0.2 - - 0.3 
Total 42.9 18.0 9.9 3.3 2.3 9.4 24.9 

Source: Bricero-Garmendia and others (2008)  
 

 

27. Estimates of the funding required to develop infrastructure in a sustainable way vary 

but there is agreement that it is way in excess of what is currently being spent. According to 

the United Kingdom Commission for Africa (2005), U$20 billion per annum in new 

investment amounting to 5% of GDP and an additional 4% of GDP for operations and 

maintenance are required to ensure the sustainability of Africa’s infrastructure. The World 

Bank, through the AICD proposes that Africa’s financing requirements are in the magnitude 
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of US$93 billion per annum as depicted in table 7.  Based on current spending this leaves a 

financing gap of US$50 Billion. The financing gaps vary from country to country depending 

on whether a country is middle income or low income country. The AICD suggests that for 

middle income and oil exporting countries, expenditure of 10% of GDP per annum is needed 

mostly for the rehabilitation of existing infrastructure while low income countries will need to 

spend about 20% of GDP per annum. Coming to regional expenditure, Eastern Africa spends 

on average 3% of GDP per annum with all countries spending less than the MDG target of 7% 

of GDP per annum except for Ethiopia which spends 8% of GDP per annum. In the case of 

Southern Africa, countries spend on average 2% of GDP with only Mozambique and 

Democratic Republic of Congo spending above 7% of GDP. Clearly countries in these 

regions have difficulties in meeting the financing needs for sustainable infrastructure 

development. With regard to financing regional integration in Eastern and Southern Africa, 

the AICD estimates that the two regions need to spend on infrastructure US$5.5 billion per 

annum in a sustainable way. 

 

 

 

Table 7 Estimated infrastructure spending requirements for SSA 
(US$ billion per annum)           
 

Spending needs Sector 
Capital expenditure Operations and 

maintenance 
Total spending 

ICT 7.0 2.0 9.0 
Irrigation 2.9 0.6 3.4 
Power 26.7 14.1 40.8 
Transport 13.6 5.4 19.014.2 
6.8W21.0ater and 
sewerage 

14.2 6.8 21.0 

Total 64.5 28.8 93.2 
Source: Forster and Briceno- Garmendia 2009) 
 

2.0 FRAMEWORK FOR DEVELOPING REGIONAL INFRASTRUCTURE IN 

SADC AND COMESA BY DEVELOPMENT FINANCE INSTITUTIONS 

 



 

 

28. The framework in which development finance institutions currently operate is made 

up of a number of continental and regional institutions. In order to understand how they are 

coordinated and how each contributes to the development of infrastruc ture their respective 

roles are outlined. In this way it is also possible to see how each links with development 

finance institutions in supporting them to play their role. Notwithstanding that the framework 

caters for regional projects, all the projects mentioned in this report are implemented at the 

country level making member states  in SADC and COMESA the primary agents in the 

implementation of programs and projects with the support of continental institutions, 

Regional Economic Communities(RECs), international  and multilateral institutions and 

development finance institutions. The main organs in the framework of Africa’s infrastructure 

development are the African union, the New Partnership for Africa’s Development (NEPAD) 

Secretariat, Regional Economic Communities (RECs), specialized infrastructure agencies and 

development finance institutions. These African institutions work in collaboration with 

international and multilateral institutions including the European Union, World Bank and 

other financiers at various levels.      

 

Roles of African institutions in developing regional infrastructure  

 

29. The African Union through its Assembly and Commission is the principal policy 

organ which gives key directives on policy and strategies for the development of 

infrastructure on the continent. Various protocols have been promulgated by the Heads of 

State and Government including the Plan of Action for Acceleration of Industrial Strategy for 

Africa adopted in 2008 by the African Union which has greatly enhanced efforts to improve 

regional infrastructure by developing interest in Development Corridors and Spatial 

Development initiatives (SDIs) around which a number of regional infrastructure initiatives 

are based. The AU Assembly is responsible for 

• Articulating the vision for Africa’s development 

• Adopting policies, strategies and priorities for infrastructure development in the 

African Union 
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• Adopting projects, financing modalities and strategies and the political and legal 

framework for implementation 

• Approving the infrastructure programs of the union 

While the African Union Commission is responsible for  

• Elaborating the vision of AU in infrastructure development 

• Defining continent wide policies and strategies for infrastructure 

• Facilitating the adoption of programs of the union by technical Committees 

• Facilitating and carrying out advocacy actions for financing of infrastructure 

programs 

• Monitoring and evaluating the implementation of programs. 

30. Following the adoption of the New Partnership for Africa’s Development (NEPAD) in 

2001, the NEPAD Secretariat has been at the center of infrastructure development initiatives 

with responsibility for  

• Giving support to the vision, policy and strategy of the AU 

• Presenting and advocating priorities of the RECs for incorporation in continental 

priorities 

• Serving as a secretariat of the African Union Commission in the selection of 

programs 

• Supporting advocacy initiatives for financing of the programs and in the 

formulation of appropriate framework for execution, monitoring and eva luation 

• Proposing appropriate mechanisms for infrastructure management 

 

31. A number of specialized infrastructure agencies such as the Economic Commission for 

Africa (ECA) also play their respective roles in supporting infrastructure development by 



 

 

• Providing technical input and support to the African Union Commission, the 

NEPAD Secretariat, RECs and member states. 

• Carrying out evaluations for the development of the vision, policy and strategy of 

the AU 

• Carrying out appraisals and monitoring of programs 

• Assisting in the management of infrastructure 

 

The Heads of State and Government Implementation Committee in 2001 assigned the ECA, 

working in collaboration with the ADB the responsibility of developing the framework for 

economic and corporate governance. The African Capacity Building Foundation, another 

specialized institution works with Regional Economic Communities to determine their 

capacity needs in order to play a more effective role in promoting regional infrastructure. 

 

32. The Regional Economic Communities of SADC and COMESA are central to the 

preparation and implementation of regional infrastructure projects. Their specific 

responsibilities include; 

• Developing regional policies and strategies in infrastructure through their policy 

organs of Heads of State and Government and the Council of Ministers 

• Developing regional priorities and backstopping the African Commission and 

NEPAD Secretariat in the formulation and selection of programs 

• Participating and contributing to resource mobilization 

• Monitoring and evaluating regional infrastructure programs and devising 

mechanisms for the management of regional infrastructure through their respective 

Secretariats 

33. The main African development finance institutions playing  a substantial role in the 

development of infrastructure in Africa are the African Development Bank, the East African 
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Development Bank, the Development of Southern Africa and to some extent the  Eastern and 

Southern African Trade  and Development Bank (PTA Bank). National development Banks 

have been disappointing as they have largely been unable to provide long term financing 

required to support infrastructure projects either at the national or regional levels. The DFIs 

under the current framework have been given the mandate of  

• Directly lending to infrastructure programs and projects using a variety of 

instruments such as long term loans, convertible loans, structured finance, etc 

• Investing in projects through long term equity or quasi equity, convertible , 

convertible loans   

• Arranging or mobilizing finance from a variety of sources among them multi 

lateral and bi lateral finance institutions, donor agencies and private investors 

• Managing infrastructure funds  

• Providing logistical and management support to infrastructure programs and 

initiatives 

• Syndicating  loans by bringing together a number of lending institutions or 

working as part of a consortium of lenders 

• Underwriting guarantees in order to encourage other lenders to participate in the 

financing of projects 

• Giving grant funding to capacity building and institutional strengthening 

projects 

• Assisting in developing infrastructure programs 

The Africa Development has a very unique role to play in this framework as an institution 

designated by the NEPAD Heads of State and Government Implementation Committee to be 

the lead agency for infrastructure development and banking and financial standards. In 

fulfilling its mandate the Bank works in close collaboration with the NEPAD secretariat, the 

RECs and development partners such as the World Bank and European Union. The 



 

 

Development Bank of Southern Africa, on the other hand, has the mandate of accelerating 

sustainable socio economic development in Southern Africa through financing physical and 

socio economic infrastructure. It is committed to supporting viable programs and projects 

which promote sustainable development and economic integration of Southern Africa which it 

achieves through its strong partnerships with national governments, regional institutions such 

as RECs and development partners.    

 

 

Significant regional infrastructure projects  

 

34. Regional infrastructure projects are discussed below to give some indication of the 

nature of regional projects, the direction that economic integration process is taking through 

these projects and the financing challenges that they present to development financing 

institutions. Clearly the financing requirements are huge and well in excess of what national 

governments are able to raise from domestic resources. A sample of these regional projects is 

presented below for each category of infrastructure. 

(a) Regional projects in transport 

 

35. The North South Corridor is an integrated infrastructure project involving the 

physical improvement of roads, railway lines, border posts and ports linking eight countries 

from South Africa to Tanzania and the Democratic Republic of Congo. For the road 

component, the total financing required to bring the whole network to good condition is 

US1.15 billion and then there after it will need maintenance costs of US$125 million in the 

first year. The annualized financial requirement to improve the road network is US$42,900 

per kilometer. The estimated cost of upgrading the railway component of the corridor is 

estimated at US800 million in capital investment and US$7.25 million on studies and other 

related costs. The railway component will include upgrading the Tazara Railways, the Kapiri 

Mposhi to Chingola component in Zambia, the Victoria Falls to Bulawayo component in 

Zimbabwe and establishing the regional Automotive and Wagon Leasing Pool. All these costs 

do not include the costs to be incurred in South Africa. For border posts to be upgraded to the 
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level where they are able to adequately service the region, will need capital investment of 

US$425 million and US$3.55 on studies and other related studies.  

 

36. Other regional transport infrastructure projects are the Trans Kunene which links 

Namibia and Angola over 980 kilometers and projected to cost US$600 million. The Nacala 

Corridor linking Mozambique, Malawi and Zambia over a distance of 890kilometers will cost 

of US$675, the Mtawara Corridor linking Mozambique with Tanzania over a distance of 675 

kilometers, Katima Mulilo Bridge linking Zambia and Namibia , the Chirundu Bridge and 

Kazungula Bridge.  

 

 (b) Regional projects in energy 

 

37. In Southern Africa, the South African Power Pool which provides for the sharing of 

power among Malawi, Mozambique, Namibia, Zambia and Zimbabwe is estimated to cost 

US3.210 billion at completion whilst the East African Power market linking Burund i, 

Ethiopia, Kenya and Uganda will require financing in the magnitude of US$615 million to 

complete. Others are the I,600 km Zambia- Tanzania- Kenya interconnector between Pensulo 

in Zambia and Nairobi to cost US$800 million, the DRC- Zambia interconnector whose first 

phase will cost US$21.7 million and second phase US$72.3 million and the Mozambique- 

Malawi interconnector at cost of US$35.8 million . The biggest planned regional energy 

project is the constructing of a hydro electricity generation dam at Inga in the DRC which will 

generate 3 500 mega watt of power. The South Africa-Mozambique Natural Gas Pipeline 

costing US$1.2 billion is another example of a regional project. 

(c ) Regional projects in Information and communications technology 

 

38. The East African Submarine Cable (EAssy) initiated by the NEPAD and AU in 2003 

will connect East African centers to a continent wide broad band optic fiber network with 

links to neighboring countries and the submarine cable around the African continent will cost 

an approximate US$420 million to lay in the region and provide the foundation for connection 



 

 

to Southern Africa. The COMESA sponsored COMTEL project is expected to cost US$225 

million to roll out. 

 

 

 

 

3.0 DEVELOPMENT FINANCE INSTITUTIONS AND REGIONAL 

INFRASTRUCTURE FINANCING 

 

39. Examples of activities that DFIs are undertaking in the infrastructure sphere are 

presented in this section. They demonstrate what is presently being achieved and point to 

areas where improvement can be made in order for these institutions to hold their central 

place in infrastructure development in SADC and COMESA. 

 

(a) Financing of infrastructure projects 

 

40. The DFIs are primarily providers of finance to projects. The African Development 

Bank group is the continent’s leading financier of infrastructure using its various windows. 

Under its private window, the Bank between 1993 and 2006 disbursed a total of US$ 400 

million to support such projects as the ZAR550 million loan to SASOL to finance the natural 

gas pipeline from Mozambique to South Africa, the US$ 50 million facility to RASCOM for 

the installing of an earth orbiting satellite system delivered through a PPP arrangement and 

the contribution of US$14 million to the East African Submarine Cable System (EAssy).  

Since 1967, the Bank has committed to infrastructure development nearly US$52 billion 

equivalent to 36% of its total commitments. And under the Infrastructure Short term Action 

Plan (I-STAP) facility, US$1.3 Billion has been spent on supporting regional infrastructure 

related studies and capacity building projects since 2002. As a show of commitment to 

regional infrastructure development, the Bank’s direct lending to regional projects was 

US$2.78 billion in 2007 and  US$2.46 billion spent in 2006 on energy, transport and 

communication related infrastructure. An additional US$327 million was disbursed in the 
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same year to fund five projects under the NEPAD program. Using the special fund that the 

Bank manages, the NEPAD- Infrastructure Project Preparation Facility (IPPF), the Bank has 

disbursed US4.2 million to finance seven projects. Recently the Bank has committed US$1.6 

billion for investment in the electricity interconnector between Zambia and Kenya through 

Tanzania under the I- STAP. The Bank’s financing is provided as equity investment, loans 

and Public Private Partnership framework which leverage limited resources and help to 

maximize investment in infrastructure. Examples of equity investments which the Bank has 

made under its Private Investment Fund are the US$50 million equity investment to the AIG, 

a private equity fund for investing in infrastructure projects and infrastructure related 

companies in Africa and the ZAR 113million investment in the South African infrastructure 

Fund (SAIF), a private equity fund investing in projects in South Africa.  

 

41. The Development Bank of Southern Africa has set aside between ZAR 15 Billion and 

ZAR 20 Billion per year over ten years for investing in South Africa’s infrastructure through 

municipalities. Lending to countries of the Southern Africa Development Community makes 

up one third of the Bank’s annual investment and lending operations. Its spending on cross 

border projects in2008/ 2009 was broken down as 27% on energy, 13% on 

telecommunications,5% on roads and drainage and 5% on water.   

(b) Mobilizing financial resources and funding partnerships 

 

42. Development finance institutions have been active players in mobilizing resources 

from national, international, private and public sources. In some cases they have contributed 

to funds which have been created to finance infrastructure. Example of their involvement is 

given below. 

 

   (i)    NEPAD-Infrastructure Preparatory Project Fund 

 

The facility was originally set up in 2004 with financial support from Canada which 

contributing C$10 million and Denmark contributing DKK 3 million. The ADB has now 

raised additional funding from three new donors. The United Kingdom has committed six 



 

 

million British Pounds, Norway 45 million Norwegian Kroner for the period 2007 to 2009 

and Germany two million Euros. 

 

 

 

ii.   Pan African Infrastructure Development Fund 

This is a 15 year Fund launched at the African Union Summit in July 2007 with the plan to 

raise US$1 billion for investment in large scale infrastructure projects in Africa including 

Public Private Partnership (PPP). It has to date raised US$625 million. The full subscription 

will come from the South African Government Pension Fund which has committed US$250 

million, ABSA which has committed US$70 million, DBSA which has committed US$100 

million and ADB has committed US$ 50 million. A range of financing instruments among 

them long term equity financing, quasi financing, structured finance and high yielding will be 

applied. 

 

iii. Joint International Financial Institutions, Development Finance institutions Action 

for Africa 

 

The DBSA and the AfDB are part of the financing facility announced in May 2009 which 

involves raising US$15 billion to promote trade, strengthen financial institutions and increase 

lending to infrastructure, SMEs and agribusiness in order to offset the negative impact of the 

global financial crisis on African economies. The two African development finance 

institutions are undertaking this venture together with the Agence Francaise de Development   

( AFD) of France, the International Islamic Trade Corporation, Germany Finance 

Cooperation, European Investment Bank and the World Bank Group. Under this initiative 

each of the participating institutions will contribute agreed amounts towards infrastructure and 

other related activities. AFD will contribute US$3.1 billion to support infrastructure 

development and SMEs by providing loans and loan guarantees. The DBSA pledges US$4 

billion development finance to infrastructure development, The EIB will lend support to 
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infrastructure and energy by scaling up the contribution from the EU- Africa Infrastructure 

Trust Fund. The World Bank Group will contribute US$1 billion to infrastructure, banking 

system and SMEs through the International Finance Corporation. The International Bank for 

Reconstruction and Development will fast track its International Development Association 

commitments by launching a concessionary window to finance high priority, high return 

infrastructure investment to facilitate economic integration while the Multi lateral Investment 

Guarantee Agency will contribute US$2 million in the form of guarantees to priority 

infrastructure projects.   

 

 

iv. The Infrastructure Consortium for Africa (ICA) 

The ICA was created in 2005 at the Gleneagles Summit with the objective of addressing 

Africa’s regional and national constraints to infrastructure development coordinate the 

activities of its members and other significant sources of finance and encourage and promote 

increased investment in infrastructure in Africa from public and private sources. The 

membership of ICA is made up of the G8 countries, World Bank Group, AfDB, EU, EIB and 

the DBSA. The AfDB and the DBSA are the two African development finance institutions 

that contribute to the consortium’s finances.  

 

 

v. Emerging Africa Infrastructure Fund 

The Emerging Africa Infrastructure Fund is a US$501 million 15 year fund established in 

2002. Its aim is to address the lack of long term currency loan finance for infrastructure 

projects in SSA. It offers United States Dollar and Euro loans to private companies for green 

field projects or for refurbishing, upgrading and expanding existing infrastructure. The DBSA 

which has subscribed US$20 million and the Standard Bank of South Africa are the only 

African institutions which have subscribed to the fund. 

vi. Proparco 



 

 

The DBSA has invested ZAR292 million in Proparco which is the infrastructure arm of AFD 

to support infrastructure development in Africa.      

 

 

 

(c)  Providing logistical support to other institutions in infrastructure financing 

 

43. Development financing institutions have also been rendering support to other 

institutions involved in lending to infrastructure as part of their effort to facilitate the 

operations of these institutions and enhance their contribution to the development of 

infrastruc ture. Examples of this assistance include 

 

(i) Secretariat for the Infrastructure Consortium for Africa 

The African Development Bank houses the Secretariat of the infrastructure Consortium For 

Africa (ICA) at its headquarters. The Bank in addition seconds its own staff who work with 

experts drawn from outside. This relationship helps the Bank build a firm foundation for it to 

influence the direction taken by the Consortium in supporting infrastructure projects.   

(ii)  Secretariat for NEPAD 

 The secretariat of NEPAD is housed at the Development of Southern Africa. Since meeting 

Africa’s infrastructure is the centre of NEPAD’s programs, its association with DBSA in this 

respect is a useful tool for focusing its involvement in infrastructure activities.  

(d) Managing infrastructure funds  

 

44. Development finance development institutions role as fund managers include; 

(i) NEPAD Infrastructure  Project Preparatory Facility 

The African development Bank is the fund manager of the IPPF from its inception in 2004. 

The fund aims to assist African countries and RECs to prepare high quality and viable 

regional and continental infrastructure projects in energy, water, resource management, 

communications and transport.  
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(ii) Infrastructure Short Term Action Plan (I- STAP) 

The I- STAP has since 2007 mobilized a US$22.5 million fund which is managed by the 

African Development Bank. There are currently 20 priority projects under this plan which are 

designed to jump start economic integration and lay the foundation for medium and long term 

investments by closing the existing infrastructure gap. Within SADC and COMESA the 

facility has funded the modernization and expansion of the container handling facility at 

Mombasa and strengthening the management and planning capacity within the regional 

economic communities for cross border development, the preparation of the Kenya- Uganda 

Pipeline, Zambia- Kenya Electricity Interconnector, Kenya- Ethiopia Electricity 

Interconnector and the SATA Telecommunications back haul projects. The Bank currently 

has a pipeline of 50 regional infrastructure projects that need financial support for preparation 

in readiness for financing and implementation. Between 2002 and 2006, 33 regional 

infrastructure projects have been brought to financial closure and are at implementation stage 

made up of 18 physical projects, one private sector project and three capacity building 

projects. 

  

(iii)Medium Long  Strategic Framework Study 

The Bank manages the MLTFS which was set up with financing of US$2.5 million from the 

Africa Development Fund and US$1.4million from the Nigerian Development Fund. The 

facility has over the years merged with the NEPAD and AU programs. It seeks to establish a 

coherent strategic framework for defining, implementing and monitoring infrastructure 

development and at the same time establish the framework for facilitating economic 

integration. Ultimately it is suppose to achieve a more coordinated approach to infrastructure 

development. As fund manager, the African Development Bank has supported preparation of 

more than 15 regional projects throughout Africa. Studies through the Medium to Long term 

strategic Framework (MLTSF).      

 

(d) Consultancy, advisory services and advocacy 

45. A number of activities undertaken within the scope of this heading include; 



 

 

(i) Project preparation and studies 

At the request of the Heads of state and government of NEPAD in 2001,the  AfDB prepared 

the NEPAD infrastructure Action Plan(STAP) which focuses on  priority investments in 

energy , transport, water and sanitation and information and communications technology. It 

also has a component that supports capacity building, policy, regulatory and institutional 

measures that address the improvement of existing infrastructure on the continent.   

(ii) Collaborating with other institutions in capacity building  

One of the most important ways that the DFIs are use to support infrastructure is through 

close collaboration with other institutions on a wide range of issues. The AfDB collaborates 

with the Economic Commission for Africa to help specialized agencies adopt and implement 

economic and corporate governance standards so as to increase confidence in the ability of 

these institutions to be recipients of funding for infrastructure projects. In the preparation of 

the NEPAD (STAP) the Bank worked closely with the NEPAD secretariat, the RECs and 

World Bank. The Bank is further working with NEPAD Secretariat and RECs in determining 

the capacity needs of RECs. The preparation of the terms of reference for the MLTSF in 2004 

was through collaboration between AfDB, RECS and other development partners. The DBSA 

works closely with SADC by playing a leadership role in the governance of the SADC 

Development Finance Resource Center and is involved in the various activities of The 

Infrastructure Consortium for Africa.   

(iii)African Development Bank, European Commission and World Bank coordinated 

approach to Africa’s infrastructure 

In May 2009 the AfDB, European Commission and the World Bank agreed to work together 

in calling upon development partners to better coordinate and harmonize their spending on 

and intervention in Africa’s infrastructure. They agreed to prioritize development of regional 

infrastructure; namely transport corridors, power networks and ICT by lending support to the 

preparation and implementation of  priority regional projects and advocating with 

development partners to step up funding to critical regional infrastructure especially those 

identified as the missing links in highlighted by the AU Heads of state summit of February 

2009. 
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The three also agreed to support the preservation of strategic infrastructure assets through 

effective maintenance programs and assist in improving policy, regulatory and administrative 

frameworks by helping countries undertake reforms involving liberalizing international 

gateways, introducing transparent pricing policies and improving efficiency levels of utility 

companies.    

(iv) Advisory Service 

The AfDB Advisory Service is part of the Bank’s ongoing support to its array of clients. It 

advises enterprises on structuring PPPs, governments on introducing legal and regulatory 

framework and offers technical assistance to enhance their capacity to structure and deal with 

PP programs. 

(v) DBSA- AFD Project Preparation and Feasibility Study 

The DBSA has provided ZAR16.9 million in 2008/2009 to support this activity which it 

operates in collaboration with the Agence Francaise de Development of France .Over the last 

five years the Bank has spent ZAR55 million to support projects under the facility and has 

spent in the same period ZAR10 million to finance pre feasibility studies. The Zambia 

Tanzania Kenya interconnector study was partly financed under this facility. Additionally, the 

Bank’s advisory team worked with ZESCO of Zambia on the development of the Kariba 

North and Itezhi-  Tezhi power stations. At the Request of the SADC Ministers of Energy, the 

Bank has advised the Southern African Power Pool, the Regional Electricity Regulators of 

Southern Africa and the SADC Secretariat on priority electricity projects and how to 

accelerate the packaging of these projects.   

 

4.0 IMPROVING PROSPECTS FOR THE DEVELOPMENT OF REGIONAL 

INFRASTRUCTURE  

 

46. The finance and non finance contributions to infrastructure development being made 

by a number of development finance institutions is commendable. However, the presence of 

the current infrastructure financing gap and institutional capacity constraints affecting 

infrastructure service providers suggest that that there is more that DFIs need to do in order to 



 

 

support the modernization of Africa’s infrastructure. In this section we examine how DFIs can 

meet this challenge by assisting in enhancing capacity to deal with the existing infrastructure 

deficiencies, reversing further deterioration to existing infrastructure assets, narrowing the 

infrastructure financing gap that has been identified and maximizing the long term benefits 

from new investment in infrastructure.  

 

Increasing the flow of financial resources 

 

47. Development finance institutions should play  a more concerted role in helping to  

increase the flow of financial resources to both regional and national infrastructure projects 

beyond what they are currently doing through the following interventions; 

(a) Improving the flow of financial resources from private and institutional sector 

investors  

48. Development finance institutions can encourage the private sector to become a more 

significant source of all round finance to infrastructure beyond the telecommunications sector. 

What is needed, in particular, is improvement in the flow of private financial resources to the 

road, water and power sectors through the application of risk mitigating instruments such as 

guarantees. Partial or full guarantees against regulatory default and exchange rate movements 

are particularly attractive to private portfolio or foreign direct investors. This is because they 

are ordinarily discouraged by the perception that Africa presents a high risk destination for 

investment. The absence of or the poor credit ratings of many African countries make  for the 

lack of investor confidence that can be assuaged by risk mitigation provided by DFIs with 

good names like the ADB and DBSA. The Uganda’s electricity distribution company’s 

concessions attracted foreign private investment partly as a consequence of a World Bank 

guarantee. The Safaricom five year floating rate note  for US$51.1 million issued in 2001 was 

75% guaranteed by  Belgium’s Export Credit Agency   while the 2001 Uganda MTN eight 

year bond to raise US$7 million was guaranteed by the Swedish International Agency for a 

period of three years. These guarantees are considered critical to the success of these issues. 

Guarantees can give the development finance institutions the capacity to unlock the 

substantial financial assets that are in the hands of African pension funds and insurance 
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companies unto the capital markets as long term finance for supporting regional and national 

infrastructure projects. A number of pension funds and insurance companies in Africa 

demonstrate growing financial muscle. The pension funds in Kenya, for example, have 

financial assets in excess of US$4 billion amounting to 26% of GDP and in Tanzania these 

amounts are in excess of US$1 billion or at 9% of GDP. These assets are ever increasing and 

with adequate guarantees they could be channeled more and more into investment funds for 

infrastructure development. 

 

 

(b) Issuing of long term infrastructure bonds 

49. Development finance institutions have the capacity to raise financial resources directly 

from the local capital markets by issuing long term infrastructure bonds to support regional 

projects. The capital markets in Kenya, Zambia, Botswana, Uganda and certainly South 

Africa have the liquidity to sustain such issues. Currently the major DFIs focus almost 

entirely on external sources of finance and basically ignore domestic sources. A greater 

involvement by DFIs in issuing bonds on the capital markets in the region will help in 

creating a deeper and robust capital market which is central to the development of long term 

debt instruments for infrastructure.    

(c ) Encouraging Public Private Partnership (PPPs) as a form of risk sharing  

 

50. Public Private Partnerships offer an ideal framework for attracting private sector 

investment into infrastructure projects because they have an in built mechanism for sharing 

risk between the private sector and the public sector. But the absence of an acceptable 

operational, legal and regulatory framework limits the application of PPPs to regional 

infrastructure projects. The Maputo Development Corridor toll road between Gauteng and 

Mpumulanga in South Africa and Maputo in Mozambique is one of the few examples of PPPs 

in the region. The current absence of a model of how to effect PPPs has made replicating this 

experience difficult. To illustrate the point, if it was decided to subject the road component of 

the North- South Corridor to a PPP arrangement, the absence of guidance on major issues like 



 

 

the sharing of toll fees, whether to subject the road to a regional regulator or separate national 

regulators would have to dealt with before any attempt at structuring a PPP is done. DFIs 

should target the promotion of PPPs actively by assisting COMESA and SADC secretariats 

and national authorities establish a PPP regulatory and legal framework that is applicable in 

the region. 

   

(c) Resource mobilization from non traditional sources of finance 

51. Traditional targets for resource mobilization by DFIs are the OECD bi lateral finance 

institutions and international finance institutions. Significant as their financial contribution 

stands, it is not possible that by themselves they can remove the current deficit in 

infrastructure finance that faces Africa. Development finance institutions need to broaden 

their resource mobilization effort to encompass China, India and the Middle Eastern Gulf 

states. These countries are making unprecedented investments into Africa’s infrastructure 

which is estimated at US$22million per annum. Within the last few years, about 35 countries 

in Africa have received Chinese infrastructure finance amounting to US$3.3 billion for ten 

projects with the potential to boost Sub Saharan Africa’s hydropower generation by 30% or 

by 6,000 megawatts of installed capacity. China is also financing the rehabilitation of 1,350 

kilometers of existing railway and constructing 1,600 of new railway across the region. The 

involvement and commitment of these countries’ investing in Africa’s infrastructure already 

exists and African DFIs like the PTA Bank and the East Africa Development Bank have 

relations with China and India from which they have obtained credit lines.  What is needed is 

for DFIs to target these new investors with the same zeal that they do with the traditional 

sources of finance. 

 

(d) Encouraging commercial banks to finance infrastructure 

 

52. Commercial banks in the region do not finance infrastructure in any substantial way 

largely because sector exposure norms and maturity mismatches prevents it. The Standard 

Bank of South Africa demonstrates that, if appropriately packaged, commercial banks can 

have an appetite to support infrastructure development. The Bank is a subscriber to the 
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Emerging Africa Infrastructure Fund and was one of the private sector contributors to the 

South African - Mozambique Natural Gas Pipeline alongside the two governments, 

multilateral funding institutions and bi lateral funding institutions. Development Finance 

institutions need to encourage more commercial banks to support infrastructure by targeting 

highly liquid commercial banks with appropriate collaborative arrangements and partnerships. 

Other developing regions of the world demonstrate that commercial banks can be significant 

sources of infrastructure finance. 

  (e) Developing buy back regulations for vendors and suppliers 

 

53. The buyback mechanism is used in countries like India as a form of supplier finance. 

This arrangement operates by the vendors or suppliers of goods, machinery or equipment 

being allotted equity in the project from the outset which are then bought back by the 

promoters of the project when the project starts generating sufficient profits. The modalities 

of this strategy would have to be developed and structured by the DFIs for it to become 

operational. 

(f) Supporting the development of the securitization market 

55. Securitization assists in transforming loans into tradable debt securities thus 

facilitating financial institutions such as banks to deal with exposure norm constraints and 

distribute risk more evenly among domestic and foreign investors. Securitization guidelines in 

the region are missing without which debt instruments cannot become tradable. This can 

however change if development finance institutions applied their expertise to assist the 

development of securitization market in the region.  

 

 Non finance strategies for reducing the financing gap 

 

56. Development finance institutions are already involved in institutional reform activities 

and capacity building in order to improve the environment for developing regional 

infrastructure. The existing waste of infrastructure assets among infrastructure service 

providers point to the need for DFIs to strengthen the application of non financial strategies 

alongside the raising of additional financial resources. The DFIs can use the enhanced 



 

 

versions of facilities like the NEPAD I-PPF or the Medium Term to Long Term Strategic 

Study or seek new facilities in order to carry out a range of activities that will including 

(a) Assisting regional and national institutions to deal with operational inefficiencies 

57. Development finance institutions should upgrade their involvement with Infrastructure 

service providers by helping them to effectively tackle problems of under collection of bills, 

distribution losses and over manning suffered by utility companies. The option of 

commercializing those state owned service providers which are no t open to private 

participation, will require among many, establishing proper corporate governance with 

autonomous board of directors and professional and competent managers, establishing 

performance contracts, independent audits and operational and financ ial performance 

benchmarks. Projections suggest that resource utilization improvements that might arise from 

these interventions could lead to increase in revenue collected by US$17 billion per year thus 

contributing to the narrowing of the financing gap required for sustainable infrastructure 

development in Sub Saharan Africa.  

(b) Assisting national institutions to improve budget execution 

58. Development finance institutions can contribute to enhancing resource availability to 

infrastructure projects by assisting national institutions improve budget processing for 

infrastructure projects. Raising the capacity of countries to implement their public investment 

budgets from their current estimated levels of two thirds could result in additional expenditure 

on infrastructure of US$ 1.9 billion per annum. Some estimates indicate that public 

expenditure can be scaled up by 50% from effectively tackling institutional bottlenecks only 

that impede public sector capital expenditure. Efforts by DFIs to increase national and 

regional capacity to plan investments better, complete feasibility studies expeditiously and 

improve procurement process are among some interventions that they can be applied with the 

effect of reducing the financing gap. 

(c) Improving capacity for preventive maintenance 

59. Development Finance institutions have an invaluable role to play in helping to 

institute the philosophy that prevention is an investment in asset preservation. Their 

intervention should cover the importance of allocating financial resources to maintenance and 
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the mechanics of reallocating resources from new investment to maintenance , developing a 

more healthy attitude to maintenance and the preparation of effective preventive maintenance 

programs. 

  

(d) Supporting institutional reforms and regulatory and legal frameworks 

60. Various institutional constraints discouraging investment in infrastructure are within 

the scope of what DFIs can rectify. Regulatory authorities at the national level are in their 

embryonic stages and do not exist at the regional level. The role of DFIs is therefore either to 

strengthen them or to participate in their establishment. The absence of a strong regional 

regulatory and operational framework is a direct challenge to the participation of the private 

sector in investment projects. As things stand a private investor who, for example, wants to 

generate electricity in Zambia for exporting to South Africa where the tariffs are better than in 

Zambia, will find no readily available information on how this can be done. It is not clear 

whether the Zambian authorities will permit the full export of power generated, what the 

transmission costs will be as there is no regional transmission cost meaning the charges from 

Zambia and Zimbabwe electricity companies will vary. A strong regional framework is a 

necessary condition for the promotion of private sector participation in infrastructure and 

DFIs can help develop this working with RECs.    

 

5.0 CONCLUSION 

 

61. The intractable problem of overcoming current infrastructure deficiencies of the 

SADC and COMESA regions is well beyond what DFIs acting in isolation can achieve. Better 

coordination among the major players in the promotion of regional infrastructure; namely the 

national governments, donors, NEPAD, the RECs and the DFIs themselves is indispensable to 

success. This is being made possible by the changing ways of thinking about infrastructure in 

the region. National governments are now willing to accept that infrastructure provision is not 

the preserve of governments. This has opened the opportunity for the private sector to get 

involved. Similarly governments have become more receptive to pricing policies and accept 

that users must pay for the services that they use. Without this change, regional projects will 



 

 

be unable to benefit substantially from PPPs and toll fees as incentives to attract investment 

finance. The commitment of national governments to supporting the promotion of regional 

efforts at promoting infrastructure agreed within SADC, EAC and COMESA provide other 

options for increasing resource flows to regional projects. 

 

62. Financing regional projects from national budgets has become a real option. 

Governments along the North- South Corridor are financing some components of the Corridor 

from national budgets. As an example, the Zambian and Botswana governments have agreed 

to increase the scope of the Kazungula Bridge project by adding a rail component. The 

feasibility study for rail will be paid for by national budgets. Additionally current road 

maintenance of the North- South Corridor road is being borne by national governments 

through road boards or road funds that are funded by fuel levy and national budgets. 

Improving the performance of national budgets is not just good for national infrastructure 

development but can also benefit regional projects. 

 

63. The attitude by donors of moving away from project based support to program support 

carried through the budgets of Regional Economic Communities, so long as the RECs are able 

to demonstrate that the procurement and accounting systems are robust, transparent and 

accountable, represents a positive development. The program based support gives the regional 

authorities better latitude in using resources more meaningfully in a way that reflects better 

the integrated nature of the regional programs being implemented. 

 

64. Concessionary loans available to national governments from the World Bank and the 

AfDB could be reallocated to regional projects such as the North –South related projects.  

Since these loans have low interest rates, long grace periods and long repayment periods, they 

would be greatly beneficial to regional programs especially those with low financial return but 

high social or development rate of return.  

 

65. The substantial investment required for infrastructure development in the region will 

only be possible with a strong institutional framework that offers protection to investors 
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ensures them recourse to legal enforcement of contractual obligations and offers clear and 

predictable guidelines. The creation of infrastructure funds including private equity funds, 

strengthening foreign partnerships, deepening the capacity of local capital markets, improving 

credit worthiness  and providing risk mitigation instruments are all part of the package of 

remedies that can help improve infrastructure. But the ability of all these to yield desirable 

results depends on whether the institutional framework is working effectively to deliver that 

confidence needed to increase the flow of financial resources and reduce waste while ensuring 

that infrastructure service providers in the region operatively efficiently.  

 

66. There is also a need to develop an African master plan to strengthen national 

development finance institutions so that they can play a significant role in financing 

infrastructure projects at the country level.  Regional infrastructure should fit and interact with 

national infrastructure in a meaningful way otherwise the latter will frustrate the operations of 

the former. In fact poor national infrastructure can place a limitation on the capacity to 

develop certain projects of a regional significance such as power generation projects. In short 

strong national infrastructure is a necessary leverage for regional infrastructure. The 

development of the master plan for the development of national development banks will need 

the collaborative effort of the African Union, the RECs, NEPAD and strong regional 

development banks.  
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