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Concept Note 

1. Introduction 

The International Community will be meeting on 13-16 July 2015, in Addis Ababa, 

Ethiopia for the Third International Conference on Financing for Development to reaffirm 

commitments on financing for development made in Monterrey and Doha in 2002 and 2008, 

respectively. In the resolution on the draft modalities for the Conference adopted by the 

General Assembly in 2014, Member States have underscored the importance of exploiting 

synergies and taking maximum advantage of the complementarity between the Third 

International conference on financing for development and the post-2015 development 

agenda, which will culminate in the adoption of the Sustainable Development Goals (SDGs) 

at the UN Summit in September 2015. Thus the Third International Conference on Financing 

for Development is expected to adopt a comprehensive package of commitments for 

financing sustainable development.  

In the context of Africa, one of the important sustainable development priorities for is 

infrastructure development. Through the adoption of Agenda 2063, African leaders 

underlined the vitally important role of infrastructure development in the realization of the 

African Union’s vision of a peaceful, integrated and prosperous Africa. The Programme for 

Infrastructure Development (PIDA) will serve as the framework for the implementation of 

Agenda 2063 infrastructure priority. The objective of the Ten Year Action plans for the 

implementation of Agenda 2063 is to develop world class infrastructure that criss-crosses 

Africa. Over the next 10 years African countries will be working toward the implementation 

of the trans-African Highway Missing link, opening African skies to airlines, increasing 
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electricity generation and distribution by 50% by 2020,  having all power pools operational 

by 2020, and increasing broad band accessibility by 50% by 2020. The Dakar Agenda for 

Action adopted at the Dakar Financing Summit for Africa’s Infrastructure in June 2014 

sought to leverage public-private partnerships for the implementation of 16 regional 

infrastructure projects. 

African countries have stepped up efforts to mobilize domestic resources for 

infrastructure development. For example, according to the NEPAD Agency, more than half 

of the $45 billion spent on infrastructure development in Africa in 2009 came mainly from 

African governments with the remainder from private sector (20 per cent), ODA from 

traditional development partners (7.9 %) and Non-OECD financiers (5.5 %).  

Despite these efforts, the funding gap for infrastructure development is enormous. 

Based on the World Bank estimates, roughly $50 billion will be needed per annum to close 

the funding gap. Poor infrastructure hobbles growth. It is estimated that Africa loses roughly 

3 per cent of its GDP due to lack of energy. And unless African countries make progress in 

bridging the infrastructure gap, they are unlikely to meet the goals and objectives of Agenda 

2063. Increased investment in infrastructure will likely lead to increased productivity with 

attendant benefits on competitiveness, diversification and employment creation. 

Investors are not fully seizing opportunities. This is either due to lack of information 

on investment opportunities, weaknesses or gaps in the enabling environment for investment 

in the sector as well as the overall negative investor sentiment toward Africa which may not 

be justified by fundamentals. For example, the World Bank estimates show that roughly $90 

billion per annum will be required for investment in infrastructure over the next ten years. 

This calls for concerted efforts from African countries to mobilise financing from all sources.  

Given the financing challenge and the huge investment requirement for infrastructure 

development, African governments will need to explore how to harness their pension funds 

for infrastructure development. The domestic pension fund industry represents an important 

untapped source for financing infrastructure development.  The growth of Africa’s pension 

funds has been remarkable in the last decade.  Total value of Africa’s pension funds was 
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estimated at $350 billion in 2013. This is projected to increase to $600 billion by 2020 and 

further to $7 trillion by 2050.
1
  

One of the key driving forces behind the phenomenal growth of Africa’s pension 

funds is demographics, and increasing urbanisation which has led to a larger middle-income 

population. However, the number of contributors and the per capita amount contributed is 

small. Coverage is also small by international standard, averaging 7.5 per cent for Africa. 

Given the long-term maturity of their liabilities, pension funds can provide reliable financing 

for long-term development projects that normally face difficulty attracting suitable 

investment. 

Despite this huge potential source of capital for development, African pension funds 

are not adequately channelled toward financing infrastructure projects. Perhaps, the notable 

exception is South Africa where the Public Investment Corporation has been investing large 

sums of pension fund resources in infrastructure development. The willingness of African 

pension funds to invest in sectors such as infrastructure depends on their “understanding of 

the risks involved, their assessment of how the asset class fits with their investment policy 

and strategy, as well as their ability to identify managers they are willing to back”
2
. 

Furthermore, existing regulations governing the pension fund industry may also affect 

incentives for pension fund to invest in infrastructures. Some African governments, for 

example, set minimum that should be invested in domestic market or in government debt. 

Others impose upper limits on investment in specific sector and or assets. This limits the 

choice of investment opportunities for pension funds.  

However, the challenge is not limited to mobilizing additional resources for 

investment in infrastructure. The quality of these investments is also critical in order to attain 

lasting infrastructure that delivers economic, social and environmental benefits.  

Pension funds and other investors are increasingly incorporating environmental, social 

and governance (ESG) issues into their investment decision-making processes as a way of 

identifying risks and opportunities. As an indication of this trend, over 1,330 investors, 

representing approximately US$ 45 trillion in assets under management, have signed the six 

United Nations-supported Principles for Responsible Investment. These principles cover 

                                                           
1
 The African countries for which data is available are Botswana, Ghana, Namibia, Nigeria, Rwanda, South 

Africa, Uganda, and Zimbabwe. 
2 Pension Funds and Private Equity: Unlocking Africa’s Potential, D. Ashiagbor, N. Satyamurthy, M. Casey et 

al, Commonwealth Secretariat, 2014, p.14.  
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different approaches for incorporating ESG issues and stewardship practices, and are 

consistent with the SDGs.  

Indeed, pension funds, insurance companies and similar institutional investors are 

driving this trend because they often have a long-term perspective. They are more inclined 

than are other categories of investors to think about the long-term sustainability of financial 

markets and the economy, as they are contracted to deliver long-term returns for their 

beneficiaries. An increased adoption of responsible investment practices will therefore be 

necessary, not only to mobilize long term investment, but also to maximize the development 

impact of this investment. 

As a complement to measures to leverage existing domestic resources, including from 

pension funds, African countries will need to continue regulatory reforms in order to improve  

investment climate so as to encourage private investment (domestic and foreign) into 

infrastructure.  The infrastructure sector presents specific risks to private investors. Since 

private participation in infrastructure delivery is a relatively recent form of procurement in 

many countries, governments do not necessarily have the experience and capacity needed to 

effectively manage these risks. Beyond case-by-case project preparation and financing, 

concrete, implementation-oriented guidance that can help governments identify and manage 

reforms is needed to make the broader infrastructure investment environment more open to 

private participation. Well-targeted policy reforms can increase the quality and quantity of 

private investment in infrastructure, a significant complement to public investment. 

Apart from regulatory issues, other problems that bedevil infrastructure development 

in many developing countries relates to poor investment effectiveness, including poor 

management and underperforming service provision. Inefficiencies such as overemployment, 

poor bill collection, system losses, and irregular maintenance practices by State Owned 

Enterprises in infrastructure markets, for example, cost about USD 12 billion annually in 

Africa – detracting public resources from amelioration of infrastructure networks
3
. 

Conversely, the potential efficiency and cost gains via private participation in infrastructure 

can contribute towards reducing the amount of subsidies required to support infrastructure 

service provision when full cost recovery pricing cannot be achieved.  

                                                           
3
 Trebilcock et al, 2011 
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African countries will have to put measures in place to unleash the potential and 

growth of pension funds and leverage these vast resources to finance infrastructure 

development. As underscored in the Marrakesh Consensus adopted at the ninth African 

Development Forum on 16 October 2014 at Marrakech, Morocco, there is a need for African 

countries to establish strong and efficient regulatory frameworks that would encourage 

growth through utilization of contractual savings, including pension and insurance funds for 

infrastructure development. This will be crucial for meeting the Sustainable Development 

Goals in Africa and the objectives of the African Union Agenda 2063. Against this backdrop, 

the high level meeting will be organized at the margins of the Third International Conference 

on Financing for Development slated for 13-16 July 2015. It is expected that the outcome of 

the meeting will feed into the Third International Conference on Financing for Development.    

 

2.     Objectives of the High-Level Side Event 

               The objectives of the side event are three-folds: 

1. To highlight the development financing priorities of African countries in 

infrastructure; 

2. To explore how African countries can best leverage financing, including from pension 

fund industries, for financing infrastructure development; and 

3. To identify policies that can be pursued to promote responsible private financing and 

participation in Africa’s infrastructure development. 

 

3. Expected outcome  

The expected outcome of the meeting is to come up with clear policy 

recommendations that would contribute toward harnessing private resources for financing 

infrastructure development.  The outcome would inform the Third Conference on Financing 

for Development in Addis Ababa of July 2015, and guide future work of OSAA and other 

stakeholders in supporting African countries in their pursuit of sustainable development, 

particularly infrastructure development.  

 

4. Format of the Meeting 

The High Level Side Event will take the form of a panel discussion, featuring a 

moderator and panel discussants, with contribution from attendees. Short presentations on 
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issues under review would be made. The high level meeting will be moderated by Under-

Secretary-General Maged Abdelaziz and structured into five segments:  

 Opening segment 

 Ministerial Segment 

 High Level Policy  Dialogue 

 High Level Expert Dialogue  

 Interactive Discussion 

Please see the programme for more details on the speakers under each segment. The 

meeting will be open to all delegates attending the Third UN International Conference on 

Financing for Development; specifically Government representatives, leaders and members 

of the business community, civil society, academia and United Nations and other multilateral 

institutions. Additionally, staff from OSAA and relevant Africa’s regional organisations will 

attend to provide substantive support.  

5.       Contacts 

 

1. Kavazeua U. Katjomuise, Senior Economic Affairs Officer, OSAA 

katjomuisek@un.org, tel: +1 (917) 367 4287  

2. Ben Idrissa Ouedraogo, Economic Affairs Officer, OSAA 

ouedraogob@un.org, tel: +1 (917) 367 3068  

3. Mike Pfister, Senior Policy Adviser, OECD 

mike.pfister@oecd.org, tel: +33 1 45 24 84 48 

4. Lucy Shedden, Events Coordinator, OECD 

lucy.shedden@oecd.org, tel: +33 1 45 24 79 14 

 

6.      Background documents  

 

African Union Agenda 2063 (popular version): 

http://agenda2063.au.int/en/sites/default/files/agenda2063_popular_version_05092014_EN.p

df  

Dakar Agenda for Action: 

http://www.nepad.org/sites/default/files/The%20DAKAR%20AGENDA%20FOR%20ACTI

ON.pdf  

 

mailto:katjomuisek@un.org
mailto:ouedraogob@un.org
mailto:mike.pfister@oecd.org
mailto:lucy.shedden@oecd.org
http://agenda2063.au.int/en/sites/default/files/agenda2063_popular_version_05092014_EN.pdf
http://agenda2063.au.int/en/sites/default/files/agenda2063_popular_version_05092014_EN.pdf
http://www.nepad.org/sites/default/files/The%20DAKAR%20AGENDA%20FOR%20ACTION.pdf
http://www.nepad.org/sites/default/files/The%20DAKAR%20AGENDA%20FOR%20ACTION.pdf
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OECD Policy Framework for Investment (2015 edition): 

http://www.oecd.org/investment/pfi.htm 

OECD long-term investment: 

http://www.oecd.org/finance/private-pensions/institutionalinvestorsandlong-

terminvestment.htm 

NEPAD-OECD Africa Investment Initiative: 

http://www.oecd.org/daf/inv/investment-policy/africa.htm  

 

http://www.oecd.org/investment/pfi.htm
http://www.oecd.org/finance/private-pensions/institutionalinvestorsandlong-terminvestment.htm
http://www.oecd.org/finance/private-pensions/institutionalinvestorsandlong-terminvestment.htm
http://www.oecd.org/daf/inv/investment-policy/africa.htm

