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CATALYZING PRIVATE 
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Context: The Horn of Africa Initiative 

(HoAI) and the African Continental 

Free Trade Area (AfCFTA) 

The importance of private sector engagement 

A. Better policy outcomes

B. Support to close critical financial gaps

Building Blocks to operationalize 

PSE in the HoA 
BUILDING
BLOCKS

CONTEXT

IMPORTANCE
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STATUS

The private sector 

is well-developed 

(accounts for 80% of 

GDP) and the market is 

large and diverse.

CHALLENGES

Competition policy, 

informality, corruption 

and bureaucratic red 

tape. WEF Global 

Competitiveness rank 94.

STATUS

The private sector is 

largely informal/large 

conglomerates control 

many sectors. 

CHALLENGES

Lack of access 

to finance and a 

weak regulatory 

environment.

STATUS

The private sector is 

largely underdeveloped 

due to conflict and 

instability.

CHALLENGES

Lack of access to finance 

and a weak regulatory 

environment.

STATUS

The private sector is 

relatively small and 

underdeveloped due to 

small population and a 

small market. Sales by SOEs 

is high 60-70% of GDP.

CHALLENGES

Lack of access to finance 

and limited infrastructure 

(electricity, ICT). 

STATUS

The private sector is 

relatively small but 

growing. Largest FDI in 

SSA$3.6 billion in 2017. 

The country has a large 

population and a large 

market.

CHALLENGES

Lack of access to finance 

and a complex regulatory 

environment.

KENYA SOMALIA
SOUTH 
SUDAN DJIBOUTI ETHIOPIA

PSE        process of involving private sector actors in development activities to harness their expertise, 

resources, and innovation to help achieve development objectives

PSE in the HoA varies among countries, mainly based 

on differing levels of sophistication/challenges… and 

there is room for improvement
CONTEXT
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…there is an opportunity to leverage the AfCFTA 

to HoAI’s private sector engagement for AfCFTA 

implementation 
CONTEXT

Africa’s first continent-
wide free trade area greater 
economic benefits.

BENEFIT 1
Incomes by 9% 

(2035) and lift 

50M people out of 

extreme poverty.

BENEFIT 2
FDI by 

between 

111 -159%

BENEFIT 3
Africa’s exports to the rest of 

the world by 32%; intra-African 

exports by 109% (2035), led by 

manufactured goods.

IMPACT
Harmonizing policies 

on trade in goods and 

services, trade and 

investment facilitation, 

e-commerce, and 

intellectual property.

This will need the support of regional initiatives, 

such as the HoAI, and crucially the private sector
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… one example is HoAI’s Trade Facilitation Roadmap, 

which aims to achieve greater integration through 

public-private sector collaboration
CONTEXT

• Strengthening 

collaboration 

mechanisms for 

NTBs identification-

reporting-resolution

STRENGTHEN

• Joint or regional TRSs for 

identifying bottlenecks in 

border procedures 

• Coordination mechanisms 

between border agencies 

• Dedicated fast-track lanes for 

trusted traders (AEOs)

• Regional framework for use 

of digital (mobile) payments 

for customs duties & border 

agencies levies

DEVELOP

• Small-scale cross-

border traders 

and encourage 

transaction to the 

formal sector

• Circulation of 

trucks in HoA 

through removal of 

regulatory barriers

FACILITATE

• ECTSs along main 

trade corridors in 

the HoAI

• Data sharing and 

ICT integration 

between border 

agencies 

PROMOTE

• The usability 

of priority 

trade corridors 

through RRMIS

MONITOR

THE HOAI TRADE FACILITATION ROADMAP
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The importance of private sector engagement 

A. Better policy outcomes

B. Support to close critical financial gaps
IMPORTANCE
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Reforms that are implemented through PSE have 

greater sustainability and higher levels of acceptance
IMPORTANCE

Main benefits from reforms that are 
implemented through a process of 
private sector engagement 

WITH PRIVATE SECTOR ENGAGEMENT
• Buy-in for reform

• Evidence-based policy 

• Inclusive, participatory policymaking/higher degree of acceptance 

• Feedback/improved problem diagnosis 

• Increased momentum and speed of reform 

WITHOUT PRIVATE SECTOR ENGAGEMENT
• Reform not sustained 

• Side deals (elite capture) 

• Unresponsive regulation 

• Lower degree of acceptance

OECD’S 5 STAGES OF 
PUBLIC-PRIVATE CONSULTATIONS 

Early stage in the development 
of regulations

Later-stage in the development 
of regulations

Implementation (inlcuding 
transparency and accessibility)

Ex-post evaluation of regulations

Review of regulatory policy

1

2

3

4

5
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… to be successful, private sector engagement requires 

representation of relevant stakeholders, effective feedback 

mechanisms, and continuous dialogue
IMPORTANCE

SUCCESSFUL 
PRIVATE SECTOR ENGAGEMENT

PEOPLE
Ensure sectoral, 

geographical 

coverage, and 

women, SME, youth 

participation – Change 

agents

MECHANISM
Strategic coordinating 

mechanism/forum 

preferably established 

through legislation

PROCESS
Develop the 

procedures, 

tools and 

products guiding 

implementation

FEEDBACK
The method of 

communication should 

be aligned with 

country context and 

confidentiality/security 

issues

CONTINUOUS 
DIALOGUE AND 

SUSTAINABILITY
Early engagement, 

stocktaking and 

lessons learned

COORDINATION

Coordination with initiatives from other development partners, national governments, NGOs, 

other regional initiatives such as the AfCFTA and the Horn of Africa Initiative (HoAI)



Sub-Saharan Africa’s climate adaptation financing 

gap is estimated to be US$12.4–13.1 billion
EXAMPLES OF ACTIONS TO ENCOURAGE 
PRIVATE CAPITAL MOBILIZATION (PCM)/ 
PRIVATE CAPITAL ENABLING (PCE)
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Given the complex fiscal scenario in the region, PSE 

can play a key role in closing critical financing gaps 

for sectors  that are HoAI priorities
IMPORTANCE

Note: Spending means the amount of international public adaptation finance in 2014 directed to both public and private sectors, as 
described in Buchner et al (2015). Costs estimates refer to the average annual cost of adaptation for each year from 2010-2050 for seven 
sectors and 144 low income and middle income countries described in World Bank (2010). Estimates cover varying climate scenarios: dry 
global climate projections (costs estimate – CSIRO) and wet global climate projections (costs estimate – NACC).
Source: World Bank (2022)

• Investment climate  

(AfCFTA’s Protocol on Investment).

• Partial risk guarantees  

(Southern Africa Regional Gas Pipeline).

• Public Private Partnerships  

(PPPs) advisory work (ECOWAS PPP 

framework).

• Green bonds  

(Egypt’s Inaugural Green Bond Issuance).



WEST AFRICA’S FIRST PPP 
FRAMEWORK -ECOWAS

PPP INVESTMENT IN SUB-SAHARAN AFRICA 
VERSUS THE REST OF THE EMDES
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Given the complex fiscal scenario in the region, PSE 

can play a key role in closing critical financing gaps 

for sectors  that are HoAI priorities
IMPORTANCE

• Underdeveloped transport 

infrastructure and poor 

connectivity have hindered 

intra-regional trade and 

economic growth.

• ECOWAS produced in 2021 

guidelines that outline roles 

and responsibilities for 

preparing and implementing 

regional PPP projects
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The importance of private sector engagement 

A. Better policy outcomes

B. Support to close critical financial gapsBUILDING
BLOCKS



PSE could encourage capital mobilization and 

investments, and support HoA’s integration into the 

global economy

POTENTIAL 
OPERATIONALIZATION 
OF A PSE STRATEGY 
IN THE HOA

3

1

2

4

Work on specific issue, streamline 

feedback, understand output and 

have defined roles. 

Develop plan based 

on context and 

lessons learned

Pilot using varied 

approaches

Identify to build cross-

sector, context-specific 

partnerships.

ACTIONABLE AGENDA

AUDIENCESTRATEGY

ENGAGE
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BUILDING
BLOCKS
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PSE in the HoA varies among countries, mainly based 

on differing levels of sophistication/challenges… and 

there is room for improvementBUILDING
BLOCKS

1

ACTIONABLE AGENDA
Work on specific issue, streamline feedback, understand output and have defined roles.

• What are the main obstacles Small Scale Traders face when 

crossing a border within the HoA?

• Which NTBs might be hindering the development of projects that 

could contribute to achieving climate adaptation/mitigation goals?

• Which regulatory barriers are preventing the entry of a higher 

proportion of FDI into the HoA?

• What are the main factors for high transport costs within the HoA?

• What is required to enhance private sector investment in livestock 

value chain and connect pastoralists better to market?

• How can the groups with access to financial services be linked to 

livestock exporters and processors?

EXAMPLES OF 
POTENTIAL 
SPECIFIC 
ISSUES TO BE 
DISCUSSED 
WITH THE 
PRIVATE 
SECTOR

FOCUS

Identify priority sectors and actions (e.g. identify 

barriers and interventions to support regional 

value chains with the highest potential) 

OVERLAPS WITH RECs/BUSINESS 

ASSOCIATIONS 

Identify pathways to complement IGAD, EAC, 

COMESA, AfCFTA and the East African Business 

Council  

DOMINANT COUNTRY 

Balancing engagement with mature private 

sectors in one country and unorganized private 

sectors in another
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PSE in the HoA varies among countries, mainly based 

on differing levels of sophistication/challenges… and 

there is room for improvementBUILDING
BLOCKS

3 2AUDIENCE
Identify to build cross-sector, context-specific partnerships.

IDENTIFICATION BASED ON CONTEXT/SECTOR

• Key/anchor sectors for each country

• Key private sector organizations Underrepresented 

stakeholders (e.g. SMEs, women, youth and the 

informal sectors)

• Trade associations

• Firms beyond urban centres/cities

• Labor organizations

TYPES OF PRIVATE SECTOR ACTORS

• For-profit, commercial entities

• Financial institutions, investors

• Business associations and cooperatives

• Chamber of commerce

• Venture fund run by a non-governmental organization 

(NGO) or a social enterprise

Private sector 

must be treated as 

a stakeholder and 

source of expertise 

– Engagement 

prioritization is 

also important 

STAKEHOLDER INFLUENCE

S
T

A
K

E
H

O
L

D
E

R
 I

N
T

E
R

E
S

T

High Interest

+

Low Influence

Inform regularly

High Interest

+

Low Influence

Minimal Contact

High Interest

+

High Influence

Engage regularly

Low Interest

+

High Influence

Monitor regularly
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PSE in the HoA varies among countries, mainly based 

on differing levels of sophistication/challenges… and 

there is room for improvementBUILDING
BLOCKS

STRATEGY
Develop plan based on context and lessons learned

1

2

3

4

5

 Devise a customized, sequenced strategy based on sound diagnostics.  

Prioritize assistance programs with the emphasis and 

pace of support tailored to specific county conditions.

Support and nurture local and foreign private sector activities to spur growth 

and jobs during all stages of reconstruction

 Identify and use synergies and linkages across relevant actors, sectors, and 

interventions toward cross-sectorial approach  

Where appropriate, develop interventions targeted to migrants, migrant 

households, and diaspora communities. 

WB’s Independent 

Evaluation 

Group (IEG) 

recommendations 

on private sector 

engagement.



4
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PSE in the HoA varies among countries, mainly based 

on differing levels of sophistication/challenges… and 

there is room for improvementBUILDING
BLOCKS

ENGAGE
Pilot using varied approaches

EVENTS 

DISSEMINATE

AWARENESS  
& CAMPAIGN

TRAINING

DISCUSSION 
& FEEDBACK

FORUMS & VIRTUAL 
PLATFORMS

PARTNERSHIPS 
& ALLIANCES

TRANSACTIONS
THIRD PARTY 
MONITORING

Identify priorities important to businesses and aim for sustainable 

outcomes by prioritizing market approaches where possible. 

Options selected for each engagement 

depend on the:

• Objective, area and type of engagement

• Context/sector for the specific 

intervention

• Market failure and policy response

• Continuous policy dialogue 

system (sustainability and monitoring)
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EXAMPLES
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EXAMPLE

The HoAI Trade Facilitation Roadmap features a well-

structured strategy for engaging with the private sector.

Development 

partners

National committees 

will conduct national 

consultations, events 

and awareness 

and dissemination 

campaigns with 

public and private 

stakeholders.

Trade Facilitation 

Taskforce

National 

Committees

Brainstorming 

workshops

Awareness and 

dissemination

HoAI Secretariat

Ministerial Platform
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1

2

4
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EXAMPLE

DRIVE Lessons Learned on Private Sector Engagement to 

invest in pastoral areas  

ACTIONABLE AGENDA

STRATEGY

AUDIENCE

ENGAGE

Pastoral Communities are a priority in HoA countries, but there are not targeted by 

commercial interventions. Important to show that pastoralism can be a profitable 

business. Very difficult to reach the last mile, strong collaboration between sub-

national governments and national governments needed to enable private sector to 

provide services in pastoral areas  

Importance of aggregating 

pastoralists that have potential to 

be linked to larger processors and 

improve the quality of their livestock. 

Scale is key for private investment. 

Extension officers and subnational 

governments can support aggregation 

and capacity building of pastoralists 

Policy actions to facilitate livestock trade should be 

informed by private sector. E.g. Quality infrastructure 

investment (facilities, capacity, staffing) 

Consider 1. Public-Private Dialogue Groups. e.g. to 

facilitate trade between Djibouti/Ethiopia. 2. Consider 

engaging specialized regional institutions – e.g to 

mobilize private sector to deliver insurance to pastoralists  



THANK YOU

15th Ministerial Roundtable
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EXAMPLE

DRIVE Lessons Learned on Private Sector Engagement to 

invest in pastoral areas  

FRAGILITY, 
CONFLICT, & 
VIOLENCE

CLIMATE 
CHANGE

DROUGHT

FLOODS

PANDEMIC

FOOD
INSECURITY

ECOSYSTEM
DEGRADATION

SHOCKS & STRESSORS

PRIVATE 
SECTOR 
VALUE 

supplement 

government 

capabilities

TYPES OF PRIVATE 
SECTOR ACTORS

• Social enterprises

• Local private sector

• Large footprint companies

• New investors

EXAMPLES OF 
PRIVATE SECTOR 
LED ACTIVITIES:

1. Training communities 

in how to dialogue with 

institutions and the 

private sector, 

2. Developing and 

supporting initiatives 

that improve economic 

security, 

3. Strengthening of local 

institutions, and 

4. Dissemination of 

results and knowledge 

management.

          
     

    
    

   
   

   
   

   
 C

A
P
A

C
IT

Y
 B

U
IL

D
IN

G

Increase effective 

engagement by 

business - strong 

business membership 

organizations and 

technical support. 

Adapt 

assistance 

programs and 

instruments - 

low capacity of 

governments/

informality

Equip diverse business 

actors— women, small 

business, entrepreneurs
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HoA countries recovery from COVID-19 has been uneven

HoA countries recovery from COVID-19 has been uneven

GGDDPP  ggrroowwtthh::  eeccoonnoommiicc  ggrroowwtthh  iinn  
HHooAA iiss  hhiigghheerr  tthhaann  SSSSAA  aavveerraaggee
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GDP GROWTH

Economic growth in HoA is higher than SSA average

POPULATION POVERTY 

Estimated number of poor below US$2.15, millions

Source: WDI, 2022. World Bank Staff calculations Source: World Bank staff calculations based on the latest survey available (2014 for Sudan, 2017 for Djibouti, 2015 for 

Kenya, 2015 for Ethiopia, 2016 for South Sudan and 2017/18 for Somalia). 
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EXAMPLE Market competition varies, and despite some progress 

from 2012, markets are concentrated with low intensity 

of competition due to the presence of few firms making 

most of the sales within the relevant market.

Market competition varies, and despite some progress from 2012, markets are concentrated 
with low intensity of competition due to the presence of few firms making most of the sales 

within the relevant market
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Market competition varies, and despite some progress from 2012, markets are concentrated 
with low intensity of competition due to the presence of few firms making most of the sales 

within the relevant market
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CONCLUSIONS
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Regional 

integration 

is key for 

transboundary 

resilience 

and to tackle 

ongoing 

food crisis 

arising from 

successive 

droughts

REGIONAL 

INTEGRATION 

TRADE AS A 

RESILIENCE LEVER

• Align partnerships and political 

incentives to advance cooperation 

and resilience building 

• Improve coordination and 

regulatory capacity for trade reform 

• Implement global and regional 

commitments (AfCFTA, TFA, EAC, 

others)

• Expand inclusive opportunities 

within and between countries. 

• Improve market access, reduce NTBs

• Increase digital trade by improving 

G2B services, digital payments, ICT 

systems, automation, data exchange, 

and their interconnectivity 

• Improve risk-based practices, SME 

and women trader policies and 

access, border markets facilities

• Investment in standards, certification, 

mutual recognition and equivalence.
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• Formal private sector 

is organized, large 

and growing 

• Informal sector is 

poorly supported

• Issues on political 

uncertainty, 

corruption, 

infrastructural deficits, 

and an untapped 

informal sector still 

exist.

• Lack of formal 

institutions

• Private sector has filled 

gaps

• Absence of regulation

• Delivery of services is 

dominated by the private 

sector and expensive

• Private sector 

governance is 

exclusionary

• Agricultural 

cooperatives face 

high costs

• Inflationary 

pressure on raw 

materials

• Presence of 

dominant firms

• SOEs present in key 

sectors

• No significant barriers 

to investment but 

there is lack of 

transparency and 

corruption

• High unskilled workers

• SOEs present in key 

sectors

• Private firms highest in 

manufacturing

• Restrictive 

business regulatory 

environment

• Access to raw material 

and skilled labor is low

• FDI is on strong 

upward trend

KENYA SOMALIA
SOUTH 
SUDAN DJIBOUTI ETHIOPIA

SOEs are prevalent and private sector lacks level playing field
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CAPACITY 
BUILDING INVESTMENT

PARTNERSHIPS

INNOVATION
MARKET 

SOLUTIONS

DONOR-LED

• Donor is the driver 

• Activities and assistance leverage private-

sector resources and expertise 

• Might or might not be aligned with commercial 

interests or core business operations

CO-CREATION/HOAI SECTOR-LED

• Donor is a co-creator 

• Joint identification of challenges 

• Joint design and programming that address 

shared interests, including through co-

creation of market-based approaches

PRIVATE

• Donor is the facilitator 

• Activities and assistance address private-

sector constraints or risks

• Engagements build on for-profit and 

market-based approaches to challenges 

A spectrum 

of engagement must be 

developed to cater to 

different context
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PRIVATE SECTOR 
ENGAGEMENT 
ACROSS THE 
REGULATORY 
CYCLE

Early engagement 

and/or upstream 

engagement for 

relationship building 

PRIVATE 
SECTOR 

ENGAGEMENT

Considering

Policy

Issue

Choosing

policy

instruments

Designing 

regulations

Implementation 

and enforcement 

of regulations

Monitoring and 

evaluation or 

regulations


