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Developing Securities Markets in East Africa:  
Challenging, but Well Worth the Effort

Africa cannot adequately address its enormous development financing and 
investment needs with existing funding sources. The funding gap on infrastructure 
alone is estimated at $31 billion annually.1 The private sector, through local capital 
markets, can help bridge this financing gap. But the challenges associated with 
developing efficient capital markets, particularly in many smaller, less developed 
countries in Sub-Saharan Africa are huge and consequently require interventions 
and technical assistance in numerous areas plus engagement with a large number 
of stakeholders over a period of several years. When IFC and its partners embarked 
on a comprehensive program to develop more efficient securities markets in four 
countries in East Africa, we learned some extremely valuable lessons, which are 

already contributing to similar work we are doing in other regions.

Background 

In 2007, IFC joined with the Swedish 
International Development Cooperation 
Agency (Sida) and the World Bank to launch 
the Efficient Securities Markets Institutional 
Development (ESMID) program with the goal 
of developing well-functioning securities 
markets in Africa and supporting key economic 
and social development needs, including 
infrastructure and housing development. 

ESMID Africa currently operates as a country 
program in Nigeria and as a regional program 
in East Africa (EAC, or East African Community), 
targeting four countries: Kenya, Rwanda, 
Tanzania, and Uganda.  The program uses a 
comprehensive but targeted approach that 
focuses on key aspects of securities market 
development.  In East Africa, this comprises 
five components: the legal and regulatory 
framework, market infrastructure, capacity 
building of market participants, regional 
integration, and support for demonstration 
transactions. Key stakeholders include central 
banks, securities regulators, stock exchanges, 
and a variety of market participants including 
brokers, dealers, investment banks, and 
institutional investors.

1 Africa Infrastructure, A Time for Transformation, World Bank, 
2009.

A recently concluded independent mid-term 
evaluation of ESMID East Africa was 
complimentary of the program’s progress and 
of the results achieved so far, confirming that 
ESMID has laid a successful foundation for 
securities market development in East Africa. 
This can be attributed to the comprehensive 
nature of the program design, the mix of both 
local and global expertise, and the strong 
governance and oversight framework that 
was put in place at the outset.

The multiplicity of countries, components, 
stakeholders, and consultants involved in this 
pilot ESMID program presented various 
challenges. Being a joint IFC/World Bank 
initiative, it was critical to ensure careful 
coordination and collaboration between the 
IFC and other units within the World Bank 
Group. With four consulting firms, which had as 
many as 20 individual consultants providing 
technical assistance, it was particularly 
challenging to ensure that the different firms 
coordinated all of the messages and proposals 
that were being communicated to stakeholders.

The interests of stakeholders in each of the 
four countries were not necessarily aligned to 
the EAC’s regional aspirations.  There were 
frequent differences of opinion, differing 
agendas, and varying speeds of operation 
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among the countries, on the one hand, and between the 
regulators and the exchanges, on the other. 

Despite these many challenges, ESMID managed to 
generate significant momentum for the implementation of 
needed reforms in East Africa’s securities markets (see box).

Lessons Learned

1) Take a comprehensive and targeted long-term 
approach. Piecemeal interventions simply will not 
work.

Among the many challenges associated with developing 
securities markets in East Africa are laws and regulations 
that constrain issuance and trading of securities, the limited 
capacity of regulators to carry out their supervisory role or 
enforcement, limited technical expertise and fragmented 
market information on products, as well as inadequate 
technology and market infrastructure. While some progress 
has been made in developing local equity markets, bond 
markets in East Africa remain underdeveloped. As a result, 
there have been few new offerings in the primary bond 
market, and the turnover in the secondary market is 
insignificant.

Before ESMID began operations in East Africa, a number of 
piecemeal interventions targeting securities markets had 
been initiated by governments and various development 
partners but with limited success due to their narrow focus. 
Examples include an increased emphasis on market 
regulation, legal and regulatory framework, as well as 
enforcement and supervisory roles in the 1990s and, in the 
early 2000s, efforts to develop secondary markets and 
strengthen market infrastructure, specifically trading and 
settlement mechanisms.  

In the process of designing the initial ESMID pilot program 
in East Africa, it became clear that it was necessary to adopt 
a holistic approach to ensure that key contributing aspects 
of the bond market development agenda received adequate 
technical assistance and resources. 

The comprehensive but targeted approach of the ESMID 
program aims to improve the overall efficiency of the local 
securities market by ensuring that the legal environment for 
issuing and trading bonds is improved so that more bonds 
can be issued; that the marketplace (market infrastructure) 
is appropriate and efficient to boost secondary trading of 
bonds, thereby increasing liquidity; that the knowledge and 
capacity of market participants is increased; that capital 
markets across East Africa are integrated to address market 
fragmentation and increase the pool of potential issuers 
and investors; and that a series of new and replicable 
transactions actually comes to market.

This comprehensive approach has enabled ESMID to bring 
together (in many cases for the first time) previously siloed 
and independently operating organizations and their 
representatives, such as securities exchanges, capital markets 
regulators and central banks, on both a national and 
regional basis, to develop well-crafted strategies, action 
plans, and recommendations to continue the development 

of the nongovernmental bond market in East Africa. 
Experience gained from this pilot ESMID program in East 
Africa has also begun to inform program design in other 
similar programs that we are implementing today in Peru 
and Colombia and other regions.

2) Balance program support from global product 
specialists and locally based specialists for maximum 
impact. 

For a brief period after inception, ESMID operated with 
three locally based program management staff who were 
responsible for overseeing most aspects of the projects’ 
day-to-day operations.  This involved, among other activities, 
coordinating the initial diagnostic work of four different 
consulting firms and liaising with multiple stakeholders 
located in four different countries. It then became apparent 
that combining global product expertise with on-the-
ground knowledge and client relationship management 
would significantly strengthen the ESMID program.

A team of global securities markets specialists, based in the 
Securities Markets Group in Washington, D.C., became 

Achievements

• Comprehensive assessments: ESMID’s consultants have pro-
duced 20 comprehensive diagnostic assessments, along with de-
tailed recommendations and road maps for the development of 
East Africa’s securities markets.
• Stakeholder buy-in: The program has achieved widespread local 
and regional support in East Africa, having reached out to over 
1,000 local actors and cultivated strong working relationships 
with key stakeholders, including senior-level regulators and poli-
cymakers. 
• Supporting implementation: ESMID is working with stakehold-
ers to implement key recommendations to simplify the regula-
tions and procedures for issuing and trading bonds, and to create 
a flexible model allowing over-the-counter markets for secondary 
trading of bonds, and developing appropriate market infrastruc-
ture for clearing and settlement in East Africa at national and re-
gional levels.
• Regional training institute: ESMID played a key role in the es-
tablishment of a regional Securities Industry Training Institute to 
coordinate the training and certification of market participants 
throughout the four East African countries. 
• Training curriculum: ESMID has developed and piloted a securi-
ties markets training curriculum for East Africa comprising three 
courses and five seminars, including courses that will now be re-
quired for licensing of market intermediaries. More than 700 mar-
ket participants have already attended courses in Kenya, Uganda, 
Tanzania, and Rwanda; and 67 trainers have been trained. ESMID 
has also been working with the regulators to develop a frame-
work for the licensing of professionals. 
• Transactions support: ESMID supported the closing of an equity-
linked bond of about $22 million for a Kenyan cement company 
by helping to secure local regulatory approvals in partnership 
with the lead arranger. Regulatory and exchange approvals for an 
IFC local currency bond issue in Kenya were also obtained with 
the program’s support. A further pipeline of 10 potential transac-
tions valued at $600 million has also been developed. 
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responsible for providing overall strategic guidance to the 
program while at the same time contributing their global 
product expertise and quality control on project operation.  
This global-local approach has served ESMID well by 
ensuring that the right mix of global product expertise is 
available and able to complement the work of the locally 
based program team who have played a key role in gaining 
momentum, building and maintaining stakeholder 
relationships, providing local knowledge and experience, 
and being in touch with realities on the ground.

Because of this combination of local and global expertise, 
the ESMID team has already succeeded in bringing together 
a variety of organizations and representatives on both a 
national and regional basis to develop well-crafted 
strategies, action plans, and recommendations and also to 
pursue the incorporation of ESMID recommendations into 
government policy. As the ESMID team learned, finding the 
appropriate balance in the mix between local and global 
support is the best way to ensure the delivery of positive 
results and development impact.

3) Carefully coordinate the use of different technical 
partners for each component of the program, right from 
the beginning. 

The technical and highly specialized nature of ESMID’s 
different interventions necessitated hiring experienced, 
external consultants to help support program implementation 
and to provide technical expertise for certain aspects of the 
project.  Under the terms of reference for each component, 
both consulting firms and consortiums of firms (i.e., a group 
of firms that come together under one name for the purposes 
of tendering) were encouraged to apply.

From the various proposals submitted, it became apparent 
that some consortiums had strong technical expertise in 
some but not all of the different ESMID components—e.g., 
some were strong in market infrastructure but weak in legal 

and regulatory experience. The consortium bids were also 
more expensive than those submitted by single consulting 
firms, particularly due to higher overhead and consortium 
management charges. As a result, the selection panel decided 
to engage a different consulting firm for each specific 
component of the project to provide the best set of specific 
skills and knowledge for each individual component. 
Ultimately, four different consulting firms were selected to 
work on each of the four enabling environment components: 
legal and regulatory assistance, market infrastructure, 
training and capacity building, and regionalization. The 
transactions support component was managed using a 
combination of internal staff expertise and individual 
consultants as required. 

We recognized early on the numerous risks and challenges 
associated with having four firms working on four different 
components that were being implemented simultaneously:

•	 Duplication of effort.	 Each	 firm	 adopted	 a	 different	
schedule	 for	 visiting	 the	 region	 to	 conduct	 initial	
assessments;	 as	 a	 result,	 the	 key	 stakeholders	 faced	
multiple	 visits	 from	 the	 different	 consultant	 teams	
working	on	ESMID,	all	of	whom	seemed	to	be	asking	
similar	questions.		In	fact,	each	of	the	teams	was	doing	
diagnostic	work	in	a	very	specific	area,	but	this	required	
careful	 explanation	 to	 secure	 and	 sustain	 the	 full	
cooperation	of	all	stakeholders.		

•	 Varying feedback and views from stakeholders. Because	
different	 consultants	 were	 bound	 to	 meet	 different	
people	 from	the	 same	organizations,	 it	was	 inevitable	
that	 conflicting	 or	 inconsistent	 feedback	 would	
occasionally	 be	 received	 from	 the	 many	 stakeholders	
involved.	 This	 required	 extensive	 vetting	 of	 the	
consultants’	 draft	 reports	 by	 the	 program	 manager	 as	
well	as	the	adoption	of	a	formal	process	through	which	
the	different	teams	could	review	each	others’	findings.	

ESMID - Comprehensive Approach: Supporting All Layers of a Securities Market

• Regulatory advice (issuance, 
investment, new products)

• Institutional capacity building 
(training, process improvement)

• Advice on market structure and 
institutional arrangements

• Institutional capacity building 
(code of conduct, process)

• Capacity building (trainings, 
licensing program)

• Transaction support (structuring, 
approvals, etc.)
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•	 Mixed or inconsistent messages and recommendations 
coming through the consultant teams to stakeholders. 
Because	it	is	not	uncommon	for	stakeholders	to	solicit	the	
independent	views	of	expert	consultants	working	on	any	
project,	we	also	realized	that	using	several	different	firms	
would	simply	 increase	the	risk	of	mixed	or	 inconsistent	
recommendations	being	conveyed	to	stakeholders.	This	
also	 required	 extra	 effort	 to	 ensure	 that	 each	 of	 the	
teams	 remained	 on	 message,.	 and	 that	 any	 formal	
recommendations	made	to	stakeholders	were	cleared	in	
advance	by	the	program	management	team.		

To address these coordination challenges, the ESMID team 
required the four teams to participate in regular conference 
calls to exchange views and discuss progress and, where 
possible, hold face-to-face meetings.  Likewise, reports 
were circulated first to the ESMID team for quality control 
and then among the four teams. To the extent possible, all 
of the teams’ missions to the region were coordinated—
especially those that involved work on directly related 
aspects of the project, such as the legal and regulatory 
framework and market infrastructure components. We also 
held regional workshops with all of the teams participating, 
to help stakeholders see how each of the components 
complemented and related to the others. 

Care must be taken to put in place specific measures to 
ensure adequate coordination right from the beginning. 
The firms must be briefed on these measures before 
beginning their work so that compliance is achieved from 
the outset. Conducting one common diagnostic at the 
onset for different components may also be considered 

because this can significantly save time, resources, and 
coordination effort when multiple firms are engaged.

4) To ensure effective program governance and 
implementation, separate the strategic oversight of the 
program from day-to-day operational management. 

The current ESMID governance and oversight structure 
comprises a high-level steering committee and a separate 
program management team. 

The steering committee, which includes senior representatives 
from Sida and various units within the IFC and World Bank, 

ESMID Components

Participants of an ESMID pilot training course at the Uganda  
Securities Exchange in Kampala, Uganda. (Credit: Jim Chester).
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allowing program and country operations to 
proceed efficiently and without delays.

Conclusion

This pilot ESMID program in East Africa has 
provided several extremely useful lessons that 
are already proving helpful and are being 
actively incorporated in the design of similar 
ESMID programs in other markets and regions. 
These lessons may also be useful for other 
World Bank Group programs that provide 
advisory services on multiple levels within a 
market, an industry, or in the private sector 
generally and where collaboration with 
numerous stakeholders is required. Building 
on the current momentum and achievements 
of the East Africa pilot program, ESMID has 
recently expanded into Latin America and is 
currently actively considering other similar 
programs in India, Egypt, and several other 
markets in Sub-Saharan Africa. DISCLAIMER

IFC SmartLessons is an awards 
program to share lessons learned 
in development-oriented advisory 
services and investment 
operations. The findings, 
interpretations, and conclusions 
expressed in this paper are those 
of the author(s) and do not 
necessarily reflect the views of IFC 
or its partner organizations, the 
Executive Directors of The World 
Bank or the governments they 
represent. IFC does not assume 
any responsibility for the 
completeness or accuracy of the 
information contained in this 
document. Please see the terms 
and conditions at www.ifc.org/
smartlessons or contact the 
program at smartlessons@ifc.org.

provides strategic governance. The steering 
committee is led by an independent chair who 
is not affiliated with any of the three partner 
institutions but who has a vast knowledge and 
senior-level experience as a former financier 
and investment banker in Africa’s financial 
markets, strong relationships with key and top-
level stakeholders, and top management 
experience. 

Day-to-day oversight and operational 
management are provided by the program 
team, who are based in Africa, and several 
specialists located in Washington, D.C. 

This governance framework, which 
intentionally separates the strategic 
oversight of ESMID from day-to-day 
operational management, has provided the 
main partners with a forum through which 
their strategic interests are regularly 
considered and discussed, while also 

East Africa Market Infrastructure Project Team in Nairobi, Kenya for a working group meeting.


