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THE IMPORTANCE OF CONTRACT
ENFORCEMENT IN AFRICA
ICF helps to improve contract
enforcement for businesses in
Africa
Difficulties with enforcing contracts and obtaining
commercial justice are often cited as reasons for low
levels of investment in Africa. Access to commercial
justice in Africa can be improved by modernizing
judicial systems, establishing dedicated commercial
courts and creating alternative methods for resolving
disputes. ICF was involved in 19 projects in Africa to aid
contract enforcement in ten African countries.

A Word From our CEO
Effective contract enforcement helps businesses
to reduce the time spent on resolving commercial
disputes. It also frees up resources that would otherwise
have been tied up in litigation, allowing businesses
to invest this capital back into their business. ICF has
been involved in several projects focussing on contract
enforcement to ensure that business owners can
protect their rights through a court of law or through
alternative dispute resolution mechanisms.
William Asiko - CEO of ICF Africa
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The benefits of proper contract
enforcement for African
businesses
Proper contract enforcement practices enhance the
predictability of commercial relationships and reduce
uncertainty by assuring businesses and individuals that
their contractual rights will be upheld by local courts. It is
vital for a country to have proper contract enforcement
systems in place in order to improve the ease of doing
business for entrepreneurs.

Alternative Dispute Resolution
improving the business environment
in Ivory Coast
When business owners enter into agreements with
other parties and one party or the other fails to keep the
promises that were agreed on, disputes arise. It is critical
for business continuity that all disputes are resolved in
an effective and timely manner. ICF has worked with
the Chamber of Commerce of Ivory Coast to promote
arbitration and mediation processes in the country. The
project is helping to improve contract enforcement in
the country by promoting an alternative avenue for small
businesses to resolve commercial disputes.

Activity Map - ICF Contract
Enforcement Projects
ICF has been involved in a number of successful projects
working with African Governments to improve contract
enforcement across the continent. ICF has worked on
contract enforcement projects in several countries
including Mali, Mauritius, Nigeria and Zambia.
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The benefits of proper contract enforcement for African
businesses
Contract enforcement refers to the systems and processes involved
in being able to get a contract enforced through legal action.
Proper contract enforcement practices enhance the predictability
of commercial relationships and reduce uncertainty by assuring
businesses and individuals that their contractual rights will be
upheld by local courts.
Enforcing contracts is one of the 10 indicators that the World Bank
uses in its annual Doing Business Report, as a measurement of ease
in doing business across the world.
When procedures for enforcing contractual transactions are
bureaucratic, or when contractual disputes cannot be resolved in
a timely and cost-effective way, economies become less efficient.
Weak contract enforcement systems slow down the pace of trade, investment and economic growth in a country. It is
therefore vital that governments in the African continent continue their efforts to improve and ensure proper contract
enforcement.
Business owners want to be assured that their contracts will be enforced by an effective judicial system. Should they
enter into commercial dispute, they need assurance that it will be resolved in a quick, fair and transparent way.
Effective contract enforcement helps businesses to reduce the time and costs spent on resolving commercial disputes. It
also frees up capital that would otherwise have been tied up in litigation, allowing businesses to invest this capital back
into their business.
ICF interventions on contract enforcement focus on ensuring that business owners can protect their rights through a
court of law. This involves strengthening a country’s judicial system in order to make the courts more efficient (as in the
case of Zambia) or introducing dedicated commercial courts to deal with commercial disputes (as in the case of Burkina
Faso and Sierra Leone). Other interventions involve the establishment of alternative dispute resolution mechanisms like
the Kigali International Arbitration Centre or the Lagos Court of Arbitration which give businesses the option of resolving
their disputes through arbitration, mediation or adjudication.
According to the World Bank, effective commercial dispute resolution has many benefits for businesses. Courts are an
essential stakeholder for entrepreneurs as the courts interpret the rules of the market and protect the business owner’s
economic rights. Efficient and transparent courts promote effective business relationships, as the entrepreneur will trust
that they can rely on the courts to enforce their contractual rights. Fast and cost-effective court procedures are essential
for business owners, especially for small businesses, as they usually lack resources to stay in business while awaiting the
outcome of a long court dispute.

The use of Information and Communication Technology can contribute significantly towards improved contract
enforcement. Electronic case management systems allow courts to manage the allocation of cases more effectively to
ensure the speedy resolution of disputes. It also enables court records to be stored digitally, eliminating the problem
of misplaced case files. The use of real time court reporting systems help to improve transparency in the courtroom by
enabling proceedings to be recorded and projected for all parties to see, allowing proper record keeping and future
verification if needed.
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According to the Organisation for Economic Co-operation and Development (OECD), the key issues when assessing the
effectiveness of a country’s contract enforcement and dispute resolution systems include: how the contract enforcement
system performs in terms of securing commitment between the transacting parties and enforcing contracts at a
reasonable cost, accessibility to all investors, and the options for alternative dispute settlement mechanisms as well as
their cost-effectiveness.
For any country looking to improve the ease of doing business for entrepreneurs, it is vital to have proper contract
enforcement systems in place. These don’t only provide entrepreneurs with the confidence to take risks, but they also
allow them to focus on their business, instead of wasting valuable time and money on addressing commercial disputes.
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Alternative Dispute Resolution improving the business
environment in Ivory Coast
Most small business owners in Africa are competing for business in an increasingly competitive global environment
and entering into agreements with third parties is a business norm for those wanting to succeed. However, when one
party or the other fails to keep the promises that were agreed on, disputes arise and it is vital for business continuity
that all disputes are resolved in an effective and
timely matter. This is why Alternative Dispute Resolution plays a critical role in promoting business activities in Africa.
According to the World Bank, effective commercial dispute resolution has various benefits. Courts are an essential
stakeholder for entrepreneurs and business owners as the courts are responsible for interpreting the rules of the
market to protect people’s economic rights.
Efficient and transparent courts encourage new business activities, as businesses are not scared to take on new
customers if they are confident that they can rely on the court to intervene if the new customer fails to pay.
Efficient trials are also an essential factor for small businesses, as these organisations often lack the resources to stay
in businesses while awaiting the outcome of a long court dispute. African countries need alternative mechanisms
for dispute resolution to complement the services offered by the judicial systems. Enforcement of contracts in Ivory
Coast used to involve unpredictable, slow and costly procedures. The key limitations of this sector included the lack of
specialised arbitrators, mediators and judges as well as a lack of transparency.
To address this, ICF has worked with the Chamber of Commerce of
Ivory Coast to promote arbitration and mediation processes in the
country. The project is helping to improve contract enforcement in the
country by promoting an
alternative avenue for small businesses to resolve commercial disputes.
This enables these businesses to focus their time and resources toward
achieving their business goals instead of resolving disputes.
The project has promoted the Court of Arbitration of Ivory Coast (CACI)
by reinforcing the internal capacity of the CACI and all its stakeholders.
It also promoted the use of alternative dispute resolution mechanisms
as a swift and transparent way for settling commercial disputes in the
country.
The Ivory Coast Alternative Dispute Resolution Project aims to reduce the time from filing a case to judgement from
180 days to only 100 days. An additional objective is to reduce the cost for a small business to file a case from US$ 300
to US$ 100.
In the World Bank’s 2016 Doing Business Report, Ivory Coast improved five positions in its ranking for enforcing
contracts – it went from 125th in 2015 to 120th in 2016. Overall, the country jumped three places in their ranking for
ease of doing business, now standing at 142nd out of 189 countries.
The Organisation for Economic Co-operation and Development (OECD) explains that exclusive reliance on formal
systems of contract enforcement (litigation through the judiciary system) can prove to be an extremely slow process
for solving disputes between two parties. Thus having effective alternative dispute resolution systems to resolve
the differences between disagreeing parties quickly and fairly is very important for promoting a conducive business
environment.
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The main examples of alternative dispute resolution mechanisms include arbitration, mediation, adjudication and
conciliation hearings which are usually conducted by industry bodies, specialised agencies or third party evaluators
at a national or international level. Good alternative dispute settlement processes often complement judicial contract
enforcement procedures and can strengthen contractual commitment at a much lower cost. These benefits are
of critical importance to business owners in Africa, as they need to have confidence in their country’s judicial and
dispute resolution systems.

WWW.ICFAFRICA.ORG

INVESTMENT CLIMATE FACILITY FOR AFRICA

6

In Next Month’s Issue:

Business registration and licensing in Africa
Business registration and licensing is a very important factor in creating a thriving and robust business sector.
Difficulty in registering businesses and obtaining business licenses can easily result in an increased cost to a country’s
private sector. In next month’s issue we will discuss the importance of effective business registration processes and
look at the initiatives that ICF has facilitated to improve business registration and licensing in Africa.

ICF Funding and Support
ICF provides a unique partnership between the private sector, African governments and development organisations
to deliver a better investment climate for Africa. We continue to seek additional funds to enable us to increase the
scope and impact of our work.
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