Access to Finance: A regional perspective 

The 4th EU-Africa Business Forum to hold a discussion panel on « boosting financing sustainable development in Africa: ».

The 4th EU-Africa Business Forum, scheduled to take place in Tripoli, Libya, on November 26-28, 2010 will host a discussion panel on boosting financing susainable development in Africa. Panelists speakers will include CEOs of influencial finance institutions and companies. They are expected to provide insights into investment opportunities in Africa and the challenges faced by investors and financiers. In particular, panelists will debate a number of specific issues that have been highlighted in recent studies.

It is also expected to panel discussions will lead to recommendations on financing of specific projects. Panelists will reflect on how to create partnerships so that sound and tested models can be rolled-out across Africa This in particularly the case of initiatives at the Base of the Pyramid, e-schools and access to space technology. 

The 2009 Africa Competitiveness report demonstrates the importance of Africa's financial infrastructure for competitiveness and economic development. In Sub-Saharan Africa, business leaders indicate a lack of access to finance and the poor infrastructure as among their main concerns.  In recognition of the importance of the problem, major donors have come together to make finance work for Africa. Development Finance Intitutions (DFIs) have also formed an African Finance Partnership. The underpinning vision is that government are better equipped to enable market functioning than to participate in it. Yet, governments is a critical partner and there instances where governments are advised to intervene or enter into partnership with donors, the private sector and NGOs.

Regulatory framework

Though Africa financial systems have seen deepening and broadening over the past years, the 2009 Africa Competitiveness report  concludes that the necessary enhancement of market-enabling policies (judicial reform, collateral and credit registries ) requires strong authorities that take an active role in redefining regulatory frameworks to include competition, inclusion, and efficiency as goals, while crowding in private initiative. Financial sector institutions in West Africa have launched an initiative aimed at furthering regional financial sector integration. It remains to see whether DFIs, donors, governments and regional organizations are willing to support such a private sector-led reform initiative.

Deepening and broadening of markets

The 2009 Africa Competitiveness report also underscrores the need to intensify efforts to deepen financial sovereign and corporate bond markets, for example, to improve the capacity for local debt financing, to provide instruments of suitable maturity and security for longer term saving, and to facilitate the financing of African infrastructure. A 2006 report on making finance work for Africa suggested encouraging Investment banking services that arrange and broker deals without taking major positions, attracting foreign or local venture capital. They can advise  on the financing aspects of PPP infrastructure deals, or catalyze market development and new instruments for mortgage finance and more generally for bringing together potential providers of long-term finance or risk finance, at home or abroad, with users, especially in productive sectors with export potential for the long run.

Government intervention

These necessary policies also include cautious and context-specific intervention to help financial market participants to expand financial services to the frontier of commercially sustainable possibilities. In those situations where governments are called upon to intervene in financial markets, they have the opportunity to provide market-conforming

interventions, such as partially guaranteeing credit to groups of borrowers—for example, small- and mediumsized enterprises (SMEs)—that are vulnerable to crowding

out, while encouraging private banks to take on retail responsibility and develop expertise in credit risk assessment.

Encourage local investors

The 2009 Africa Competitiveness report recommended that Governments should encourage large investors and SMEs to invest privately or through public-private partnerships (PPPs) in electrification through co-generation projects, mergers of small projects to bring economies of scale, and cooperative arrangements. Anecdotal evidence suggests that developing country investors have improved their position and are taking on a larger share of infrastructure investments.
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