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Abstract:  

This paper, seeks to draw lessons for the African continent based on the experiences of three pioneer 

countries in bonds issuance for infrastructure financing. 

Theoretical foundation: The preferred habitat theory served as the study's lenses.it focuses on the bond 

market participants' choices for bonds as a financing option.  

Methodology: The authors conducted a systematic review of the literature using the SALSA framework, 

which is a search, appraisal, synthesis, and analysis framework.  

Findings; There is a pressing demand for bond market development in Africa. Developed and developing 

economies widely utilize bonds to bridge worldwide infrastructure investment gaps. Whereas some 

African nations have embraced them, there is still a lot to be done. Amongst others, is the need to 

familiarize with the various bonds available as a financing tool for infrastructure, the contribution of bond 

markets globally, the motivation for various bond market participants not disregarding the bond market 

processes and enablers. 

Practicability: This study solely employed a secondary literature analysis; other researchers can do the 

same investigation using different methods like the qualitative techniques that entail interviews or 

quantitative approaches. It also highlighted the bond processes and enablers based on the experiences of 

three countries that pioneered bond issuance. Further research can look at more or different countries for 

drawing lessons. 

Originality; This is the first article to present an overview of bonds, bond market participants, processes 

and enablers. As well as, the first paper to draw lessons for African countries based on the first-time 

experiences of Senegal, South Africa and United states of America. 

 

https://www.ijfmr.com/


 

International Journal for Multidisciplinary Research (IJFMR) 
 

E-ISSN: 2582-2160   ●   Website: www.ijfmr.com       ●   Email: editor@ijfmr.com 

 

IJFMR240217509 Volume 6, Issue 2, March-April 2024 2 

 

Keywords: Infrastructure, infrastructure investment gaps, infrastructure financing options,  

 

Paper type; literature review. 

 

Introduction and motivation   

Globally, infrastructure development is regarded as a critical key to economic and social development 

(Alexandro & Basrowi, 2024). Infrastructure, like soft infrastructure involves empowering individuals 

through human capital development (Fioravanti et al., 2019). Empowered individuals can reduce poverty 

and hunger which addresses sustainable development goals(SDG)1 and 2(Hassan & Umar, 2023). 

Whereas physical infrastructure involves tangible infrastructure like the roads, water bodies, waste water 

treatment plants, energy generation plants, and information and computer technology plants (Harun et al., 

2020; Mayer & Wargo, 2023). All the above promote the social and economic development in line with 

the United Nations (UN) 2030 agenda for sustainable development. This envisions a world improved 

access to clean water and sanitation, affordable and renewable energy, partnerships for the goals, as well 

as advancements in industry, innovation, and infrastructure (Bagenda 2023: Mugarura 2019).  

In keeping with the SDGs of the United Nations 2030 Agenda and Africa’s Financing Agenda, 2063, there 

is a global infrastructure gap (Minstat, Markely, and Saint Martin, 2021). This is mainly attributed to the 

financing inadequacies (Mayer and Wargo 2023). African governments often rely on conventional 

financing techniques, such as internally generated revenues, official development Assistance and 

concessional means, to finance their infrastructure (Gorelick, 2019b; Jose & Katigbak, 2018; White & 

Wahba, 2019). The infrastructure investment gap has not been adequately closed by the combination of 

all available resources (Ndandiko 2006; Mugarura, Ndevu, and Turyakira 2020; Runde, Metzger, and 

Abdullah 2020). 

Consequently, Governments are encouraged to look into more creative financing options due to the 

ongoing infrastructure investment gaps, exuberated by the demand for better services from expanding 

populations and a greater awareness of transformative infrastructure (Discussion, 2021; Johnson, 2019; 

Lam & Yang, 2020). These alternative financing options include crowdfunding, public and publicly 

guaranteed bonds, private non-guaranteed bonds, portfolio investment bonds, and Environmental, Social 

and governance (ESG) bonds (Ekirapa-Kiracho et al. 2022; Shikulo and Nampweya 2022; Singla, 

Shumberger, and Swindell 2021). 

The current infrastructure investment deficit has caused increased environmental degradation, through the 

irresponsible consumption of things like wood fuel which greatly affects the environment(Kato et al., 

2020). The desired economic growth is curtailed by the Inadequate transportation  given the limited access 

to good quality tarmac roads (Bagenda 2023:Mugarura, 2019).The contaminated water bodies utilization 

affects the quality of general good health and well-being of the citizens (Bagenda, 2023). Inadequate 

access to electricity, and information and communications technology increases the inequality gaps and 

the digital divide gap hindering the social development (Kodongo et al., 2023).  

In order to close the infrastructure investment gap, financing options like bonds play a critical role in both 

developed and developing economies(Glasser, 2020). This is because traditional financing mechanisms 

such as fiscal space, Grants and assistance from development partners are not adequate for infrastructure 

financing needs (Chen, 2017; Mayer & Wargo, 2023). Estimates suggest that by 2025, Africa's yearly 

infrastructure investment deficit might amount to between USD 68 and USD 108 billion, necessitating the 

use of about 15% of the continent's GDP to close the infrastructure investment gap (Bagenda 2023).  
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The enormity of infrastructure investments necessitates exploring diverse financing options (Singla, 

Shumberger, and Swindell 2021). However, the importance of this study is emphasized by the ongoing 

gaps in infrastructure investment and the restricted ability to adopt new financing options. Furthermore, 

these financing options necessitate the development of the bond market. For a number of reasons, bonds 

are a desirable choice for investors and issuers alike. Bonds provide issuers with a crucial source of funding 

by enabling them to obtain large amounts of affordable capital from a wide range of investors. They also 

give them flexibility by allowing them to customize the terms to best suit their needs financially 

(Ahwireng-Obeng, 2022). Through credit rating exercises, the bond issuing process enhances the issuer's 

overall creditworthiness by improving several issuer systems (Espinosa & Martell, 2015). 

Bonds are also used by issuers as a risk management tool. By locking in rates for the duration of the bond, 

issuers can manage interest rate risk and ensure predictability in future financing costs(Grafe, 2020). 

Issuers of bonds can use the proceeds to control a range of risks, such as credit, operational, and liquidity 

concerns (Oji, 2015:Reynaerts & Vanpée, 2020). Bonds are attractive to investors because they are 

reasonably safe, offer set interest payments, predictable returns, controllable risk exposure, and tax 

exemption advantages (Mishra et al., 2020). Various bond types correspond to particular infrastructure 

projects: development impact bonds support technology advancement, energy production, and mineral 

extraction; while the blue and green bonds support water-related and environmentally friendly projects, 

and the  social impact bonds finance the education and health sectors(Lindner & Chung, 2023:Oji, 2015). 

The type of bond, the bond participants and the bond market enablers can be traced to the preferred habitat 

theory. It guides about the behavior of bond buyers and sellers, suggesting that they have preferred 

operating environments based on factors like the project and sector to be financed, the time horizon to 

maturity, the expected returns, governance quality, or desired project impact (Rattiner, 2009). This theory 

posits that investors generally prefer shorter-term bonds, while issuers prefer long-term bonds causing a 

mismatch of interests. This has incited an academic debate about what interests the various bond 

participants in its adoption for infrastructure financing. Scholars like Gorelick (2019) considered the 

regulatory framework as a major obstacle. Kodongo et al (2023) highlighted the need for meeting a bond 

market development threshold for a significant relationship between the infrastructure gap and the bond 

market development in Africa. Other studies have considered what motivates investors in the municipality 

of Stip and India (Gogova Samonikov et al., 2017: Regency et al., 2020). However, to the researcher’s 

knowledge, none used the first-time bond issuance experiences of South Africa, Senegal and USA to draw 

lessons for the African continent which motivates this study. 

The main research question guiding this study is: How can the first-time experiences of Senegal, South 

Africa and United states of America be used to tap into bond market utilization in closing the infrastructure 

investment gaps in Africa? The main purpose is to draw lessons for the African continent. the Specific 

objectives include: To provide an overview of bonds, bond market participants, bond enablers, and the 

bond issuance process for the African continent based on the first-time bond issuance experiences of three 

countries; Senegal, South Africa, and the United States of America.  

The subsequent sections of the manuscript will cover the overview of bonds, bond market participants, 

bond enablers, the bond issuance process, research methodology, and the first-time experiences of Senegal, 

South Africa and the United States of America in bond issuance (municipal bonds). This will be followed 

by the discussion of the results and findings and the conclusion. 

Bond market participants: The bond market participants encompass entities or individuals collaborating 

to issue bonds(Maltais & Nykvist, 2021). The bond market participants include bond investors, bond 
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issuers, policymakers, bond brokers, bond counsel, insurance firms, bond financial advisors, technical 

advisors, and underwriters(Oji, 2015). They play different roles. Bond investors, whether institutional or 

individuals, engage in purchasing bonds as an investment option (Adewale & Zubaedy, 2019; Inderst, 

2020).  

Bond issuers, on the other hand, are organizations that sell or offer securities to the general public in order 

to raise money (Bordo & Duca, 2021). These organizations can be divided into groups according to a 

number of criteria. The grouping criteria involves ownership composition, industry, and legal status. 

Examples of bond issuers include corporations, non-profits organizations, governments at all levels and 

supranational organizations. Sometimes, special purpose vehicles are created for particular purposes like 

managing funds for projects financed or supervising operations for the successful completion of the 

intended project (Gillette et al., 2020; Wang et al., 2019).  

In addition, public and private corporations are common issuers of bonds, with public companies issuing 

securities to the public and private companies issuing securities to a smaller group of investors (Chan et 

al., 2020). Issuers frequently seek assistance from underwriters, financial intermediaries that facilitate 

bringing securities to the market. Underwriters act as intermediaries between issuers and investors. They 

help to set terms, price the securities, distribute them to investors, and provide due diligence on the issuer. 

Using their knowledge of fair values to establish the issuer's creditworthiness, underwriters play a critical 

role in informing the market. Their engagement decreases the issuer's risk by guaranteeing the sale of 

securities based on market conditions and investor demand (Abakah, 2019; Y. Li et al., 2020). 

Furthermore, regulatory bodies contribute to the regulatory environment through establishing frameworks 

that might be either favorable or unfavorable, for the bond market (Gorelick, 2019a).                        

Beyond the market participants, is the bond issuance process. Planning and preparation are the first steps 

in the bond issuance process. During this phase, the issuer establishes the infrastructure financing gaps, 

assesses other financing options, determines creditworthiness, more to that, technical consultants are 

identified like the underwriters who help to market and sell bonds to investors and the bond counsels for 

legal guidance (Gillette et al., 2020).  This is followed by the authorization, in which the issuer secures 

the legal right to issue bonds; this frequently entails getting the consent of the governing board or voters. 

After which the Issuer registers bonds with the regulatory authorities like the Securities and Exchange 

Commission (SEC) and state agencies(Chowdhury & Salema, 2023).  

The underwriters and the issuers construct the bond offering by which the bond structure is determined, 

and the announcements are made after deciding on the method of sale.They commit to take the 

responsibility of repaying the principal and interest. This is commonly made possible by the sinking fund 

account(Gorelick, 2019). It is through the sinking fund account that all proceeds from bonds are kept. 

Underwriters take on the role of investment banks or primary dealers. Based on the method of sale, bonds 

are put up for sale to investors. This is usually either through a public offering or private placement(Liu, 

2018; Tumanggor, 2020). The bond issuance process ends successfully when the issuer makes prompt 

repayments of the borrowed amount and the interest after financing the desired project (Annisa et al., 

2019).    

Methodology: Systematic review of literature was conducted using the Search, Appraisal, Synthesis, and 

Analysis (SALSA) framework(Luft et al., 2022). Using a number of databases, related studies from books, 

conference proceedings, and peer-reviewed journals, 53 articles were selected, critically reviewed, 

synthesized and analyzed. Through the SALSA technique, it was made simpler to assess, validate, and 

analyze the body of research on bonds as an infrastructure financing option. The main concerns were 
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identified and addressed as well as Areas that need further research were identified and recommendations 

made accordingly. Refer to Table A for details. 

 

TABLE A 

 SALSA approach 

and steps      

Steps and details in this paper 

STEP 1.0 Search  

 Identify keywords 

based on the 

finalized research 

topic    

The key words identified included Bonds, Bond market participants, 

bond issuance processes, bond market development, bond enablers, 

infrastructure, Infrastructure investment gaps and infrastructure 

financing options.  

Step 1.1 Literature searches 

and reference 

management 

Preliminary and full literature review searches were done with the 

key word of “Bonds”, this would bring the different types of bonds 

including those that are not in financing. It was refined to “Bonds for 

financing infrastructure”, this gave me the relevant papers, the search 

continued to “Infrastructure”, followed by “Infrastructure financing 

options”, thereafter it was a combination of the key words. and full 

literature review searches were done through google scholar.  

Followed by use of my loft to access all the 2022 to 2023 articles in 

Taylor and Francis websites, EBSCOhost database, and the ProQuest 

database. 

   All the selected articles were uploaded to the external hard disk and 

later transferred to Mendeley 2.9.8 for referencing purposes and 

better management of the collected data. 

Step 1.2 Selection of 

articles 

Further scrutiny and selection were done based on the title, the 

abstract, the findings and the conclusions’ reviews. 

 The selected articles were summarized to form the literature review 

framework.  

The major themes and interrelations of variables were identified and 

written to form part of the scholarly work. 

1.3 Obtain articles The articles that were deemed key to the study were utilized in the 

production of this paper. 

2.0  Appraisal  

 Quality assessment Critically Reviewed literature and screened articles further.   

  Searched for additional articles that were referenced by the papers 

relevant to the study. 

  Critically reviewed the selected papers, reading full text more than 

twice. 

  Compiled a finalized literature review framework for the study under 

review. 

Step 3 Synthesis  
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 Integrating 

previous studies 

Classified papers based on objectives, themes and the section of the 

paper being addressed like those for introduction, literature review 

and methodology respectively.  

 

  Identified scholarly papers that had connections, contradictions, 

further studies and identified the research gaps for this study. 

Step 4 Analysis    

  Analysis was done using a thematic approach. 

 Conclusion  

 

Lessons have been drawn for Africa based on first- time municipal 

bonds issued by Senegal, South Africa and United states of America.  

 

4.0 Discussion and Conclusions 

Based on the first-time experiences of municipal bond issuances by Senegal, south Africa and United 

states of America. Lessons were drawn for the African Continent. Experiences with bonds can differ 

depending on a lot of things, such as the state of the market, the issuer's trustworthiness, the bond's terms, 

the political and economic climates, and the different risks involved. In both emerging and developed 

economies, a number of governments and nations have utilized bonds to finance infrastructure (Malhotra 

et al., 2020; Singla et al., 2021). This is because of the significant benefits they have made as a financing 

option elsewhere (Zedan et al., 2020). The benefits include; direct access to private finance, which is one 

of the many benefits of bonds (Leigland & Thomas, 1999; Padovani et al., 2018). Development of 

domestic bond markets (Takwa, Babila, Teno, et al., 2020). It is deemed a cheaper source of capital 

(Kapoor & Pati, 2017; White & Wahba, 2019), it avails investors an option to invest expecting economic 

rewards (White & Wahba, 2019; Zedan et al., 2020). Yet Issuers can define their own terms for borrowing 

through bonds. 

Nonetheless, a number of scholars contend that the issue of bonds is not without its difficulties, as it entails 

a number of procedures requiring a variety of technical specialists, including bond counsels, financial 

advisors, insurers, brokers, the supervision team, and regulatory compliance, making it expensive and 

complicated. It is also impossible to overstate the detrimental effects that a default may have on the federal 

government (Butkus & Seputiene, 2018; Medda & Cocconcelli, 2018). In addition to the restrictions on 

borrowing; Voters must approve general obligation bonds; some states just permit council authorization, 

but greater borrowing amounts need voter approval. According to Glasser (2020), Washington State 

permits municipal councils to approve general obligation debt up to 1.5% of the assessed valuation of the 

municipality's properties. Voters must approve additional debt up to a total of 5% of assessed valuation, 

but 5% more may be authorized if the debt is approved by the voters and must be used specifically for 

water, lights, and sewers when the municipality owns and controls those facilities(Ansah, 2015).  

Method of sale; United States municipal bonds are sold “over the counter” there are no listing requirements 

(Brancaccio et al., 2020). There is Commitment to infrastructure financing with 15% of US per capita 

GDP, set aside for long-term subnational infrastructure projects. Additionally, oversight organizations that 

can be private, special purpose vehicles or public entities, they ensure the coordination between the issuers 

and the investors (Gorelick, 2018). 

The first-time issue of municipal bonds in South Africa  

An effort to diversify the city's finance sources beyond an almost exclusive reliance on commercial and 

development banks was the primary driver behind the early consideration of bond issue. Johannesburg 
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issued its first bond in 2004. The City of Johannesburg was compelled to issue at least one municipal bond 

in order to raise additional funds for capital investment since banks were overexposed to Johannesburg 

and had reached their credit limitations with almost all of them (Mc Gaffin et al., 2020;Glasser, 2021). 

Although the city had good credit and was up to date on all its bills at the time, it was very difficult for it 

to get fresh loans. The annual revenue of the city for the fiscal year, restrictions on the amount of money 

that can be borrowed (municipal debts cannot be indexed to any foreign currency; they must be 

denominated in South African Rands). Albeit the need for a resolution signed by the mayor of the 

municipality to authorize municipal bonds issuance in South Africa (Glasser, 2020; Gorelick, 2018).  

Method of sale  

Municipal bonds were listed on the Bond Exchange of South Africa (BESA) until 2009, when BESA was 

combined with the Johannesburg Stock Exchange (JSE). Municipal bonds are not listed on any exchange, 

and issuers are not subject to federal regulation in South Africa. The JSE currently lists corporate, 

municipal, State-Owned Enterprise (SOE), and sovereign bonds (Gorelick, 2019c). Restrictions on the 

amount of money that can be borrowed (municipal debts cannot be indexed to any foreign currency; they 

must be denominated in South African Rands). Procedure-wise, a resolution signed by the mayor of the 

municipality authorizes the issuance of municipal bonds in South Africa (Glasser, 2020; Gorelick, 2018).  

Commitment to infrastructure. 

Since long-term debt can only be raised to support capital expenditures and not current expenses, the 2004 

Municipal support Management Act (MFMA) ensures that borrowed capital is only used for infrastructure 

development. Long-term debt provisions are more lenient, permitting debt for "re-financing existing long-

term debt" or "capital expenditure on property, plant, or equipment to be used for the purpose of achieving 

the objects of local government." The City had successfully introduced several municipal bonds prior to 

1990, but this was within the framework of prescribed asset requirements, which required insurance 

companies and other institutional investors to retain 54% of their assets in domestic government securities 

and other municipal securities (Chen et al., 2020; Of et al., 2003). 

A six-year, one-billion-rand (about US$ 159 million) deal denominated locally was completed. Of the 

proceeds from the first two bonds, only 40% were utilized to fund the city's capital spending program. The 

remaining amount was utilized to refinance more costly debt that Johannesburg had accumulated during 

its financial crisis in the late 1990s. Over the course of the six years from bond issuance to maturity (2004–

2010), the city is expected to have saved approximately US$ 325 million (or about 20 million rand, based 

on average annual amounts and fluctuating interest rates) in interest payments due to the refinancing of 

the burdensome debt arrangements through the bonds (Gorelick, 2018, 2019c; Gorelick & Walmsley, 

2020). 

Senegal  

Initiation, After the central government's initial issuance left them disappointed, the first bond was issued 

in 2015. Restrictions fostering a climate of regulation, although the regulations were in theory helpful, the 

initial lack of cooperation from the central government irritated and delayed the planned 2014 launch.  

Method of sale: The study was unable to locate the recorded technique of sale that Senegal employed when 

issuing its bonds. However, Senegalese city of Dakar established its creditworthiness by taking out loans 

from bilateral development organizations and making on-time payments. They were able to borrow 

additional money through financial markets as a result (Gorelick, 2018). Furthermore, the presence of 

motivated Institutional Issuer, Mayor Khalif, who is driven to see his city flourish, was essential to the 

organizing and planning of the inaugural municipal bond issue (Ansah, 2015; Gorelick, 2019). He hired 
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legal advisors to examine all relevant regulatory and legal documents in order to determine the legal 

framework surrounding borrowing. He further successfully recruited institutional investors, who were 

prepared to make the bond purchase. In addition he sought support from the Belinda Gates and 

Foundations for financial assistance, who offered a sinking fund account as a guarantee (Gorelick, 2018; 

Takwa et al., 2020)  

    

Lessons drawn for Africa 

Overall, the bond market plays a significant role in funding public infrastructure projects and can give 

investors a reasonably safe and steady source of income while creating a considered cheaper supply of 

cash to the issuers (Mourao et al., 2020; Painter, 2020; Smoke, 2019). 

 Municipal bonds were introduced during periods of national financial hardship in both the United States 

of America and South Africa. The South African bond was utilized to refinance the burdensome loans that 

were already in place. The initial bond offering in South Africa raised so much capital that 40% of the 

funds raised were used to finance the planned infrastructure, settle an outstanding large loan, and saved a 

sizable sum of money that would have been used to pay the loan interest.  

In addition, the process of issuing bonds and other workable alternative financing choices depends on the 

presence of an entrepreneurial, motivated institutional issuer. It took Alexander Hamilton for its beginning 

in the United States of America, Mayor Khalifa in Senegal and Corporate synergy in South Africa to issue 

the first bond municipal bond. The development of the bond market depends heavily on each entity's 

creditworthiness. It makes it easier to borrow money and pay off debt. This will be achieved through better 

infrastructure financing plans, regular credit rating evaluations, borrowing money and paying it back 

quickly, tying the proceeds of bonds to transformative projects, enhancing financial management 

procedures, and enhancing own-source revenue performance while keeping costs under control. 

Furthermore, the growth of the bond market depends on the presence of risk-sharing bearers. Initiatives to 

build the bond market are supported by risk takers such as insurance companies, government support 

funds, donors to escrow accounts or the seeking fund, and others in every region. Bond market 

development and infrastructure investment gaps financing also require the presence of a variety of actors, 

including intermediaries such as underwriters, development financiers, oversight bodies, and local 

governments or public authorities that are close to the community and are thought to foster greater citizen 

trust. In summary, there is a need for institutional governance procedures, motivated issuers and investors, 

central government backing, legal and regulatory assistance, and the borrowing institution's financial 

stability for the bond’s successful initiation. 

In Conclusion, it is impossible to overstate the importance of market participants, the issuance process, 

and financing choices like bonds in the financing of infrastructure projects. In order to fund capital 

developments that would not have been possible without innovative financing options like bonds, African 

governments ought to pledge to continuously improve their systems so that the political, regulatory, 

economic, and operational environments are favorable for the issuance of bonds and other innovative 

financing options. In agreement with the Schumpeterian theory of economic development, there is need 

for a driven entrepreneur, that is willing to assess the perceived risks and be willing to bear them and 

defend the adoption of other untapped into funding options (Nikoloski, 2016; Tomusange et al., 2021). 

All enablers considered, the bond market is crucial to funding infrastructure investments and can provide 

investors with a relatively safe and stable source of income while creating a deemed cheaper and flexible 

source of capital to the issuers (Mourao et al., 2020; Painter, 2020; Smoke, 2019).   
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Recommendations 

The African continent should draw lessons from the three pioneers in bond issuance, to set up successful 

first-time bond issuances and finance infrastructure that can pay off itself. 

The African continent could interest itself in ascertaining what motivates the different bond market 

participants to participate in the bond market issuances for infrastructure financing.    

Special attention to the social, economic, regulatory and a political environment is required to tap into 

different bonds to finance the African infrastructure investment gap reduction. 

 The African continent should base on the hard financial times, to seek out the use of bonds in reducing 

the infrastructure investment gaps as it was with South Africa. 

Further studies: This study solely employed a secondary literature review analysis; other researchers can 

do the same investigation using a variety of qualitative techniques that entail interviews. It also only looked 

at three countries; more research can look at more countries that were utilized as case studies and different 

bonds. 
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