
Trade accounts for about 
60 % of GDP in sub-Sa-
haran Africa alone and is 
thus a major contributor 
towards achieving the 
Sustainable Develop-
ment Goals (SDGs). 
Yet, one of the main 
challenges African com-
panies face is to secure 

� nancing for their business and trading activities due to 
high (perceived) risk and low market transparency. In this 
regard, a trustworthy and transparent (digital) identity is 
a key factor in risk mitigation as well as for participating 
in global value chains and trade – and therefore essential 
to promote the prosperity of economies in Africa and 
worldwide.

Legal Entity Identifi ers – a Unique 
Digital Identity  
Legal Entity Identi� ers (LEIs) are an e� ective and e�  cient (LEIs) are an e� ective and e�  cient 
approach to mitigate this ‘informality problem’ on a glob-approach to mitigate this ‘informality problem’ on a glob-
al level by providing legal entities with a clear identi� ca-al level by providing legal entities with a clear identi� ca-
tion. � e LEI is a 20-digit alphanumeric ISO code that tion. � e LEI is a 20-digit alphanumeric ISO code that 
allows users to uniquely identify businesses, especially allows users to uniquely identify businesses, especially 
in terms of “who is who” and “who owns whom”. While in terms of “who is who” and “who owns whom”. While 
originally developed for regulatory purposes, the LEI is originally developed for regulatory purposes, the LEI is 
useful to identify entities across all sectors – be it � nan-useful to identify entities across all sectors – be it � nan-
cial, manufacturing, healthcare or other. In particular, cial, manufacturing, healthcare or other. In particular, 
it interlinks key reference information like the business it interlinks key reference information like the business 
identi� cation number or details on the respective parent identi� cation number or details on the respective parent 
company/ subsidiary. � e LEI data is publicly accessible company/ subsidiary. � e LEI data is publicly accessible 
without limitations via the global LEI repository and is without limitations via the global LEI repository and is 
kept up-to-date through annual renewals. kept up-to-date through annual renewals. 

  Legal Entity Identifi ers (LEIs) are used to uniquely identify legal parties that participate in 
fi nancial transactions, thereby helping to create greater transparency in the marketplace.

  A survey was conducted in African countries between April and June 2020 to gain insights into the 
accessibility and potential benefi ts of LEIs for African markets. 

 The survey shows LEIs are attractive for companies of all sizes and types in the region.

 So far, LEIs are more subscribed by fi nancial institutions than non-fi nancial companies in Africa.

 75 % of the respondents fi nd the LEI cost reasonable.

 60 % of applications for obtaining LEIs are processed within one week or less.

 LEIs carry potential to improve the local investment climate.

Key Insights

More Transparency for Better Business – the Potential 
of Legal Entity Identifi ers for African Economies



LEIs can bene� t � nancial institutions (FIs), companies 
and authorities alike: By acting as a reliable “proof of 
existence” to business partners in their value chain, 
the LEI can support companies in engaging in trading 
activities for cross-border commerce. Additionally, LEIs 
may facilitate companies’ access to � nancial services by 
enabling them to make their ownership structure and enabling them to make their ownership structure and 
credible identity accessible to banks. For FIs, LEIs can, credible identity accessible to banks. For FIs, LEIs can, 
for instance, accelerate due diligence and loan appraisal for instance, accelerate due diligence and loan appraisal 
processes, and mitigate the de-risking trend in corre-processes, and mitigate the de-risking trend in corre-
spondent banking relationships. On a regulatory level, spondent banking relationships. On a regulatory level, 
public authorities in many jurisdictions rely on the LEI public authorities in many jurisdictions rely on the LEI 
for evaluating risk, taking corrective steps, improving the for evaluating risk, taking corrective steps, improving the 
accuracy of � nancial information and, where appropriate, accuracy of � nancial information and, where appropriate, 
minimizing market abuse. On a broader level, the use of minimizing market abuse. On a broader level, the use of 
LEIs can increase transparency in markets, supply chains LEIs can increase transparency in markets, supply chains 
and � nancial systems. Furthermore, it can support the 
� ght against � nancial misconduct. In short, the LEI can � ght against � nancial misconduct. In short, the LEI can 
help build a reliable, standardized digital identity.help build a reliable, standardized digital identity.

 � e LEI System is administered by the Global Legal En- � e LEI System is administered by the Global Legal En-
tity Identi� er Foundation (GLEIF)tity Identi� er Foundation (GLEIF)1, a non-pro� t organi-
zation established by the Financial Stability Board (FSB) 
in June 2014 upon request of the G20 Leaders. Within 

1 https://www.gleif.org/en/
2 � ematic Review on Implementation of the Legal Entity Identi� er, Financial Stability Board, May 2019. 2 � ematic Review on Implementation of the Legal Entity Identi� er, Financial Stability Board, May 2019. 

https://www.fsb.org/wp-content/uploads/P280519-2.pdf

the Global LEI System, the Local Operating Units 
(LOUs) act as primary interface for legal entities wishing 
to obtain an LEI, issue LEIs and provide registration 
and renewals.   It is also noteworthy that as of May 2019, 
the LEI was already required in about 50 regulations in 
FSB jurisdictions2. � e European Securities and Market 
Authority (ESMA), for instance, requires all its reporting 
entities to report the LEI of their counterparties, regard-
less of whether they are based inside or outside the EU. In 
the industry, this is referred to as the “no LEI, no trade” 
requirement.

Our Survey on LEIs in African markets

As of June 2020, around 1.6 million LEIs are registered 
globally, of which 1.1 million are renewed annually. With 
just over 7,000 registered LEIs, the concept of LEIs seems 
to be far less known in Africa than in other regions. For 
comparison, the majority of LEIs (over 1 million) were comparison, the majority of LEIs (over 1 million) were 
registered in Europe. � is survey was conducted to shed registered in Europe. � is survey was conducted to shed 
light on the accessibility and potential bene� ts of the light on the accessibility and potential bene� ts of the 
LEI for African legal entities. To this end and with the LEI for African legal entities. To this end and with the 
support of the LOUs, an online survey was conducted in support of the LOUs, an online survey was conducted in 
African jurisdictions that have at least 15 registered LEIs.  African jurisdictions that have at least 15 registered LEIs.  
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55 businesses from 10 di� erent African countries took 
part in the survey, most participants being from South 
Africa (65 %). Since more than 22 % of all African LEIs 
are registered in South Africa, it is reasonable that most are registered in South Africa, it is reasonable that most 
survey responses come from this region. survey responses come from this region. Figure 1 shows 
the number of respondents per country. While not cover-the number of respondents per country. While not cover-
ing all African markets, the survey results allow to draw ing all African markets, the survey results allow to draw 
� rst insights and recommendations for future actions.  � rst insights and recommendations for future actions.  

Insights from Survey ResponsesInsights from Survey Responses
Diverse BusinessesDiverse Businesses

Businesses of every size (measured by the number of Businesses of every size (measured by the number of 
permanent employees) participated in this survey leading 
to the conclusion that LEIs are an important tool for all to the conclusion that LEIs are an important tool for all 
types of entities types of entities (see � gure 2). Most of the survey respond-
ents operate on national level (73 %), only a few have ents operate on national level (73 %), only a few have 
their main business partners regionally, i.e. within Africa their main business partners regionally, i.e. within Africa 
(5 %), and the rest (22 %) trade internationally. (5 %), and the rest (22 %) trade internationally. 

Besides the geographical scope of business activities, the 
survey also looked into the business classi� cation of the 
entities. � e majority of respondents is from the � nan-
cial sector (73 %), which includes insurance, banks and 

real estate companies. Another 15 % of the respondents 
are trading companies and the remaining 12 % come 
from various other sectors like manufacturing, retail and 
technology. � is split can be rooted in the fact that LEIs 
were originally introduced by � nancial regulatory bodies 
for capital markets transactions and are therefore better 
known in the � nancial sector. 

Business Motivations and Positive Effects

� e respondents mentioned two main drivers for obtain-
ing LEIs: while about two thirds obtained the LEI due to 
regulatory requirements, one third highlighted that their 
business partners require the company to have an LEI 
(see Figure 3). Only very few respondents (4 %) obtained 
the LEI due to their own considerations. � is is in line 
with the fact that most respondents come from the 
� nancial sector where several regulatory requirements are � nancial sector where several regulatory requirements are 
already in place.

Apart from ful� lling a regulatory requirement, it is note-Apart from ful� lling a regulatory requirement, it is note-
worthy that 30 % of FIs consider their relationship with worthy that 30 % of FIs consider their relationship with 
regulators as improved after obtaining an LEI regulators as improved after obtaining an LEI (see Figure 4)(see Figure 4). 
Additionally, � nancial sector survey respondents iden-Additionally, � nancial sector survey respondents iden-
ti� ed various other advantages of the LEI: While 35 % ti� ed various other advantages of the LEI: While 35 % 
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Figure 4

of the FIs listed bene� ts from more e�  cient Know Your 
Customer (KYC), due diligence and client on-boarding 
processes, 18 % also bene� t due to better inter-bank rela-
tionships, noticeably from more inter-bank lending. Ide-
ally, � nancial institutions pass on such e�  ciency gains, 
e.g. in KYC processes, to their customers. As decreasing 
costs per customer can allow the FI to take on more 
clients, this can improve access to � nance for previously 
un(der)served customers such as small and medium sized 
enterprises (SMEs).

From the company perspective, improvements in the 
KYC process have also been mentioned in the survey 
responses as a positive e� ect of LEIs. Furthermore, some 
companies identi� ed more transparency in their value 
chain, especially with their suppliers. However, several 

respondents also indicated that obtaining and maintain-
ing an LEI involves administrative burdens for them. As 
mentioned above, many survey respondents operate main-
ly within their national borders. Given the global nature 
of the LEI, the greatest bene� t may appear in cross-border 
transactions. � erefore, potential bene� ts of the LEI may 
not be fully materialized yet for nationally active respond-
ents. Nevertheless, the more companies are involved in 
international or regional trade, the more important the international or regional trade, the more important the 
LEI becomes. � is applies particularly to African markets LEI becomes. � is applies particularly to African markets 
as the African Continental Free Trade Area (AfCFTA) as the African Continental Free Trade Area (AfCFTA) 
is evolving, and more regional and cross-border trade is is evolving, and more regional and cross-border trade is 
being facilitated.

POTENTIAL BENEFITS OF 
ADOPTING THE LEI

FOR COMPANIES

•  Easier and faster access to � nancial 
services and bank credits
›  Promoting access to � nance, business 

growth and expansion
›  Improvement in � nancing from 

investors
•  Transparency in the value chain, esp. 

when engaging in cross-border trading 
activities 
›  Proof of ownership structure to 

suppliers / o� takers
• Better relationships with the bank 

› Improvements in the KYC process

FOR FINANCIAL INSTITUTIONS

• Speed up loan appraisal processes
• Potential cost savings
• Better relations with regulator
•  More e�  cient Know Your Customer 

(KYC), due diligence and client on-
boarding processes

•  Better inter-bank relations, noticeably 
from more inter-bank lending

FOR FINANCIAL AUTHORITIES

• Market transparency
›  improving the accuracy of � nancial 

information
•  Evaluating risk, taking corrective 

steps and minimizing market abuse 
›  Fighting money laundering and 

terrorism � nancing



With regards to access to � nance, companies with an LEI With regards to access to � nance, companies with an LEI 
observe improvements in their � nancing from investors observe improvements in their � nancing from investors 
as well as through bank credits. LEIs can therefore play as well as through bank credits. LEIs can therefore play 
a role in promoting access to � nance, business growth a role in promoting access to � nance, business growth 
and expansion. � ese observations may be particularly and expansion. � ese observations may be particularly 
interesting for SMEs that currently face di�  culties in interesting for SMEs that currently face di�  culties in 
obtaining � nancing for their business activities and may 
be weighed against the cost and potential administrative be weighed against the cost and potential administrative 
burden incurred by the LEI.burden incurred by the LEI.

Setting up LEIsSetting up LEIs

Regarding the ease of LEI adoption, 60 % of the partici-Regarding the ease of LEI adoption, 60 % of the partici-
pants stated that their application was completed within 
one week or less. Although the application costs vary 
signi� cantly (see � gure 5), more than three quarters of 
the respondents � nd the cost reasonable. Because LOUs 
o� er LEI services on a cost recovery basis, the costs for 
the application vary depending on the LOU receiving the 
LEI application. � ese price di� erences may be a relevant 

aspect for entities planning to obtain an LEI. As the LEI 
does not need to be procured in the LOU closest to the 
entity’s jurisdiction, a comparison of prices of di� erent 
LOUs may be advisable before submitting an LEI appli-
cation.

Apart from the initial application cost, maintaining the 
LEI requires an annual renewal fee. While about 40 % of 
the respondents incurred initial application costs of below 
USD 100, the renewal fee is below USD 100 for more 
than half of the respondents. � is leads to the conclusion 
that the renewal fee is on average lower than the initial 
application costs. � e annual renewal process assures that 
LEI reference data is up-to-date.
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“� e LEI has 
tremendous potential to improve
 corporate identi� cation in Africa 

and to facilitate KYC/ CDD requirements for 
� nancial institutions. 

� e accruing bene� ts of this consistent and universal 
identi� cation system will also arise for African entities in 

terms of reduced compliance costs, secured business relationships 
and ultimately improved access to � nance, 

including trade � nance. 
MFW4A is keen on supporting the promotion of the LEI as 
it has become mandatory in several jurisdictions around the 
world and African regulators may soon follow this trend.”

Abdelkader Benbrahim 
 Coordinator Making Finance Work 

for Africa (MFW4A)

LEIs – a Driver for Transparency and LEIs – a Driver for Transparency and 
Future Business
For future action, the insights from this survey suggest For future action, the insights from this survey suggest 
that LEIs can have positive e� ects on market transpar-
ency, access to � nance and regulatory relationships for 
di� erent market participants. However, the LEI concept di� erent market participants. However, the LEI concept 
is not yet widely known in African markets. It is sug-
gested to forge partnerships to raise awareness among 
African FIs, real sector companies, national supervisory 
and regulatory authorities about its existence, potential 
bene� ts and application process. Furthermore, potential 
synergies with existing African initiatives that facilitate 
due diligence and promote market transparency could 
be explored. Generally, it seems that so far LEIs are more 
important for FIs than for other companies, but their im-
portance is likely to increase in the future, especially for 
companies engaging in cross-border business activities. 

Having more African-based LOUs would also 
contribute to promoting the LEI concept 
and facilitate LEI applications for 
Africa-based entities. Currently, Africa-based entities. Currently, 
there are only two African-based there are only two African-based 
LOUs, namely in Nigeria and LOUs, namely in Nigeria and 
in South Africa. In addition in South Africa. In addition 
to the regulation aspect, to the regulation aspect, 
reducing the costs for LEI reducing the costs for LEI 
registration and renewals, for registration and renewals, for 

instance through bundling applications to lower transac-instance through bundling applications to lower transac-
tion costs for individual applicants, may decrease � nan-tion costs for individual applicants, may decrease � nan-
cial as well as administrative hurdles that exist especially cial as well as administrative hurdles that exist especially 
for companies. Furthermore, the global adoption of LEIs for companies. Furthermore, the global adoption of LEIs 
can strengthen local and international � nancial sectors, can strengthen local and international � nancial sectors, 
support � nancial supervisors in ful� lling their mandates, support � nancial supervisors in ful� lling their mandates, 
and facilitate the interface between the � nancial and the and facilitate the interface between the � nancial and the 
real sector. Jointly with their contribution to � ghting real sector. Jointly with their contribution to � ghting 
illicit � nancial � ows, money laundering and terrorism illicit � nancial � ows, money laundering and terrorism 
� nancing, LEIs may contribute to improving the local 
investment climate and attracting additional investors.


