
“African governments must unleash the strong
entrepreneurial spirit of Africa’s people. To promote
this, donor governments and the private sector
should co-ordinate the efforts behind the proposed
Investment Climate Facility (ICF) of the African
Union’s NEPAD programme…” Our Common Interest:
Commission for Africa Report
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THIS YEAR has seen a unique convergence

of events for the ‘Africa Agenda’ and it may very

well be the year that determines the continent’s

future.

In March, the UK’s Commission for Africa

published its recommendations, providing a much-

needed platform for the global community to

reassess its views on Africa. Tony Blair is

committed to placing Africa at the top of his

agenda during the UK’s presidency of the G8

and the EU, and with the Commission for Africa’s

report he now has the material with which to work.

A new generation of increasingly democratically

elected African leaders are recognising that they

must commit to good governance, investment and

growth. Notwithstanding deeply-rooted poverty and

conflict in many areas, a sea change in economic

and political governance has begun in many African

countries, with a number of real improvements in

macro-economic stability and growth. 

The World Bank’s World Development Report

2005, A better investment climate for everyone

helped to raise and renew awareness of the

fundamentals for sustainable growth and poverty

reduction. Investment climate reforms help explain

China’s achievement in lifting 400 million people

out of poverty, India’s success in doubling its

growth and Uganda’s ability to grow eight times

the average of other sub-Saharan countries over

the last decade.

For business, Africa’s revival presents an

opportunity to expand markets that have high

potential for return compared with other regions.

Africa has enormous resources in its people and

its land. 

It is now widely accepted – including, crucially,

by most African governments – that a good overall

investment climate is essential in order to secure

significantly more private investment, wider and

deeper private-sector development and enhance

economic growth rates.
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For Africa’s governments the opportunity –

and the challenge – is to adopt a broad-based

wealth-creation strategy that will foster an

environment conducive to domestic and

international business to invest, grow, increase

trade and generate job opportunities.

Making Africa an even better place to do
business
Policies and behaviours that shape the investment

climate cover a broad spectrum. The potential

agenda for reform is large – but it does not need

to be daunting. According to the World Development

Report, while no country has a perfect investment

climate, experience shows that even modest

improvements can unleash a strong response

when important constraints are removed in ways

that give all firms the confidence to invest.

The impact of enhancing property rights in China,

and trade and regulatory reforms in India are just

two such examples. 

The Investment Climate Facility for Africa (ICF)

is currently being established as an initiative to set

up an African-owned, private-sector-driven facility

to help governments and business lower the costs

and risks of doing business in Africa by removing

the real and perceived obstacles to domestic and

foreign investment and entrepreneurship.

Uniquely positioned – in support of, and

supported by, the New Partnership for Africa’s

Development (NEPAD) and endorsed by the African

heads of state – the ICF will be financed by

private-sector investors and donors in the ratio

of 1:10, respectively. It will facilitate improved

business policies, laws and regulations, as well

as their improved administration; it will promote
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“INVESTMENT CLIMATE
REFORMS help explain
China’s achievement
in lifting 400 million
people out of poverty,
India’s success in
doubling its growth and
Uganda’s ability to grow
eight times the average
of other sub-Saharan
countries over the last
decade.”

more effective engagement with African heads

of state and governments in improving the

investment climate; and it will also help address

other key issues that are of major concern for

business – such as corruption, security, crime

and corporate governance.

The ICF is expected to have a seven-year life

span with a target capitalisation over this time of

$550 million. Funding and project work plans are

being developed on the basis of a phased approach,

with its operations building up over time – reflecting

project portfolio development, capacity considerations

(including African governments’ capacity to absorb

and benefit from assistance) and assessment of

the ICF’s own performance and impact over time.

The ICF will commence operations in October this

year with initial capital of $110 million, comprising

$100 million resourced from G8 and multilateral

donors, and with the additional $10 million

expected from up to ten major private-sector

companies who are strongly committed to Africa’s

long-term development. After year three following

commencement of operations, the ICF will be

reviewed to assess its performance, and committed

investments for the full capitalisation of the

facility will be called up only on successful

achievement of interim results.

With African leaders viewing the ICF as a critical

mechanism to help implement the recommendations

of the NEPAD Africa Peer Reviews – especially in

areas of economic governance – the ICF is fast

gaining resonance as a practical and innovative

facility that will support a wide range of multi-

country and single-country activities across Africa.

The UK government has agreed in principle to

commit funding for its initial phase and discussions

with the World Bank are well advanced, as are

discussions with a number of potential private-

sector investors. In addition, it is expected that

the G8 countries will call for support for its

establishment at its Summit at Gleneagles.

Why should business invest in the ICF? The

message is eminently clear – a vibrant and

successful private sector is the key to sustainable

wealth creation. The ambitions for Africa cannot

be achieved without close partnership between

business and government where each takes up its

own responsibilities. The ICF provides, for the

first time, an opportunity for the private sector –

as a community – to help governments set the

policy agenda around core enabling issues on an

Africa-wide basis and help ‘make Africa an even

better place to do business’.
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