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In	2007,	during	the	G8	Summit	of	Heiligendamm,	Heads	of	State	endorsed 
an action plan that was directed towards strengthening Good Financial 
Governance	in	Africa.	This	report,	commissioned	by	GIZ,	provides	an	
overview	of	the	sector	since	2007,	and	summarises	trends	observed.

Good Financial Governance in Africa
Developments 2007 – 2014

Executive Summary



The GIZ Good Financial Governance in Africa 
programme provides support in the following action 
fields:	

• External Audit in collaboration with the African 
Organisation of Supreme Audit Institutions 
(AFROSAI) 

• Tax Policy and Administration in collaboration 
with the African Tax Administration Forum 
(ATAF) 

•	 Budget	 Reform	 in	 collaboration	 with	 the	
Collaborative	 Africa	 Budget	 Reform	 Initiative	
(CABRI)		

•	 Legislative Oversight in collaboration with 
African networks of legislative oversight  

• African Voice on Good Financial Governance/
AFRITAC 

This	 year,	 2015,	 is	 an	 especially	 busy	 one	 for	 the	
international	 cooperation	 agenda,	 with	 Germany	
hosting the G7 summit in June in Elmau. During the 
last	German	G8	presidency	in	2007,	the	G8	Action	
Plan for Strengthening Good Financial Governance 
in Africa was agreed upon (see Box 1). 

Furthermore,	 in	 July	 2015,	 the	Third	 Financing	 for	
Development	Conference	in	Addis	Ababa,	Ethiopia,	
will	 follow	 up	 on	 the	 process	 started	 at	 the	 first	
conference	 in	 Monterrey,	 Mexico,	 where	 financial	
governance aspects were moved up to the top of 
the	 international	development	agenda	 for	 the	first	
time.	In	September	2015,	the	UN	General	Assembly	
will set the sustainable development goals for the 
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post-2015	agenda,	where	GFG	aspects	will	also	receive	more	attention	than	
under the Millennium Development Goals (MDGs).

This report describes the development of GFG in Africa since 2007 through 
a multitude of aspects. It uses aggregate data collections and performance 
assessments,	 and	 analyses	 a	 sample	 of	 Public	 Expenditure	 and	 Financial	
Accountability (PEFA) assessment reports. It should be noted that the 
conclusions have to be perceived in that light.

1. Contributing	 to	 good	 financial	 governance	 through	
bilateral and multilateral development assistance 

2. Strengthening African tax systems 

3. Establishing transparent and comprehensive budgeting 
procedures

4. Promoting	 accountability	 and	 transparency,	 enhancing	
budgetary control  

5. Increasing accountability for revenue from extractive 
industries 

6. Securing public debt sustainability 

7. Supporting	fiscal	decentralisation	

8.	 Promoting donor harmonisation through knowledge 
management

9. Enhancing capacities for governance in fragile states and 
situations 

10. Developing local bond markets in emerging market 
economies

Box 1      G8	Action	Plan	for	Good	Financial	Governance	in	Africa
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The background to GFG reform in Africa 
can build on a positive economic perspective 
to some extent, but the political and social 
background	 remains	 challenging,	 with	 poverty	
reduction showing rather mixed results and many 
African states remaining in fragile situations. These 
conditions have not changed fundamentally since 
2007.

Multilateral and bilateral development coop-
eration to support GFG reform has increased 
both in terms of financial contributions and 
advisory services, but challenges remain to 
improve aid effectiveness: 

• The portfolio of development cooperation con-
tributions has become more complex with new 
partners	outside	official	development	assistance	
(ODA) and more non-ODA contributions of 
OECD Development Assistance Committee 
(DAC) donors.

•	 Financial	 contributions	 show	 volatility,	 and	
predictability remains an issue. 

• Some of the technical donor support activities 
compete with the programmes developed by the 
regional GFG organisations.

• The policy frameworks guiding planning and 
budgeting,	as	well	as	aid	delivery,	have	improved	
greatly on the side of partner countries since 
2007.	However,	their	use	of	country	systems	has	
decreased across the board.

•	 Public	 financial	 management	 (PFM)	 analytical	
tools in use have multiplied.

Findings
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• African	leadership	regarding	GFG	has	been	reaffirmed	since	2007,	but	high-
level back-up for the implementation of GFG reforms is often missing. 

Revenue mobilisation has been a core topic on the international 
agenda since 2007, and in spite of progress in tax administration, 
average tax collection yields did not increase. 

The	coordination	 and	dialogue	networks	on	 the	 topic	have	 amplified	 and	
intensified	 their	 work.	Although	 the	 work	 of	 tax	 administrations	 shows	
improvement	with	regard	to	PEFA	assessments,	the	African	average	tax-to-
GDP ratio has been decreasing since 2007.

In	 the	extractive	 industry	 sector,	 revenue	governance	 is	 still	 very	weak	 in	
most	 resource-endowed	African	 countries.	 However,	 the	 implementation	
of the Extractive Industries’ Transparency Initiative (EITI) is a great African 
success	 story.	Most	candidate	countries	were	compliant	by	2014,	 and	 the	
number	of	countries	affiliated	with	the	EITI	has	increased	significantly	since	
2007.	The	 new	 EU	Country-by-country	 Reporting	 (CBCR)	 standards	will	
complement the EITI progress.

The quality of budgetary and financial management in Africa has 
only improved in a few countries since 2007.	 Budget	 transparency	
does	not	receive	positive	assessments	at	the	aggregate	level,	but	the	basic	
documents are published in most countries and the trend is positive. The same 
holds for PEFA assessments under comprehensiveness and transparency 
for	most	 countries.	 Stagnation,	 with	 a	 negative	 trend,	 has	 been	 observed	
regarding the extent of unreported government operations.

Budgetary oversight and anti-corruption have been recognised 
increasingly, in line with its important role in the GFG system. 
Since	 2007,	 the	 supreme	 audit	 institutions	 (SAIs)	 and	 parliaments	 have	
played	considerably	more	visible	 roles	 in	 the	field	of	financial	 governance.	
African SAIs have been highly committed to supporting the initiatives of 
the	 International	 Organisation	 of	 Supreme	Audit	 Institutions	 (INTOSAI).	
Furthermore,	support	structures	to	strengthen	those	institutions	have	been	
amplified.	 However,	 the	 accountability	 and	 anti-corruption	 performance	
measurements still show mixed results.
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Broadly	 summarised,	 the	 data	 analysed	 for	 the	
purposes of this study show improvements in 
some	 areas	 of	 financial	 governance	 –	 most	 of	 all,	
improvements at the technical administrative and 
at	 the	 affirmative	 level	 –	but	 the	 impact	does	not	
convincingly	reflect	 in	GFG	country	performances.	
There are some factors that might explain this 
observation:

Methodological problems may prevail when 
analysing conceptual interrelations in the data. 
However,	 it	 would	 be	 important	 to	 understand	
the respective dimensions in greater detail and at 
country	level,	because	the	assessment	landscape	has	
grown since 2007. These assessments are used for 
policy dialogue and as background to governmental 
negotiations,	 and	 eventually	 also	 influence	 the	
commitment	of	 funds,	as	well	as	the	choice	of	the	
mode of delivery. 

Political economy, resistance to change and 
the aspect of time: The study concentrates on 
the	period	2008–2014,	which	is	a	rather	short	time	
for	 reforms	 in	 the	 financial	 governance	 system	
to	 take	 effect.	 Such	 reforms	 imply	 legal,	 possibly	
even constitutional changes and fundamental 
organisational development in public administration. 
These systems cannot be expected to show 
successful results over one or two project cycles of 
development assistance.

Support to GFG reform - do the right things: 
If political economy implications for resistance to 
change	 in	countries	are	 to	be	recognised,	 support	
measures need to be designed in a manner that 

Conclusion
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allows for progress. Such measures include prioritising areas where progress 
is	possible	under	the	given	political	circumstances	in	a	country,	planning	for	
procedures	 that	 can	be	managed	by	 the	 administration	 in	 its	 actual	 state,	
and designing information systems that can be managed permanently by the 
administration itself.

To	respond	to	these	concerns	and	still	respect	the	political	context,	it	would	
be helpful to develop a path for GFG reforms that is based on a realistic 
sequencing,	strictly	related	to	the	country-specific	history	and	conditions.		

… and do things right:	Overall,	 this	study	has	provided	some	evidence	
that progress in aid effectiveness issues has not maintained the momentum in 
emphasis and commitment it used to have after the Paris Declaration in 2005. 
In	addition,	the	CABRI,	AFROSAI	and	ATAF	Status	Report	on	GFG	in	Africa	
in	 2011,	 has	 already	outlined	 the	 negative	 impacts	of	 undue	development	
partner	 influence	on	reforms	 in	financial	 governance.	 In	 this	 regard,	much	
more effort is required by development partners. The GFG systemic model 
provides the conceptual framework to understand the various factors 
influencing	financial	governance	and	their	 interrelation,	and	to	manage	the	
support of the resulting complexity. 

African leadership is needed:  However,	to	overcome	“undue	development	
partners’	 influence”,	 stronger	 leadership	 is	 required	 on	 the	African	 side.	
Progress	 in	 financial	 governance	 is	 an	 essential	 government	 responsibility	
that	cannot	be	delegated,	or,	in	the	long	run,	be	excused	by	external	factors:	
inappropriate	consultancies	and	contributions	may	be	rejected,	and	reform	
activities need to be coordinated under the responsibility and ownership of 
the	ministry	of	finance.

Thus,	 in	 summary,	 the	 responsibilities	 of	 providers	 and	 countries	 come	
down	 to	 one	 of	 the	 most	 important	 aid	 efficiency	 guidances,	 mutual 
accountability,	renewed	by	the	Busan	Partnership:	“Mutual	accountability	
and	accountability	to	the	intended	beneficiaries	of	our	cooperation,	as	well	
as	to	our	respective	citizens,	organisations,	constituents	and	shareholders,	is	
critical	to	delivering	results.”
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