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Preamble 

1. We, the participants in the Forum on Financing for Development: Mobilizing Resources for 
Economic Transformation in Africa, representing African Ministries of Finance, Central Banks, 
RECs, civil society, the private sector, academia and development partners, convening in Addis 
Ababa, Ethiopia at the invitation of the United Nations Economic Commission for Africa, the  
African Union Commission, the African Development Bank and the Organization for Economic 
Cooperation and Development from 18 to 20 May 2011, examined the situation of development 
finance in Africa and agreed as follows:   
 
2. Recognizing:  
 

• the progress recorded in the various core areas of the Monterrey Consensus and the 
Doha Declarations and being conscious that more needs to be done to scale-up 
development finance on the continent. 

 
• that there are still major and unfulfilled commitments in the provision of development 

financing on a predictable manner to African countries as well as in the provision of 
funds to meet the urgent needs of African countries arising from the effects of the 
recent global crisis. 

 
• that more resources flow out of Africa than come in, with a good proportion of the 

outflow composed of illicit commercial transactions. 
 

3. Noting: 
 

• the multiple interrelated global crises, in particular global financial and economic 
crisis, volatile energy prices, food crisis and challenges posed by climate change, 
which could further undermine the achievement of the internationally agreed 
development targets, including the Millennium Development Goals (MDGs).  
 

• that the systemic problems facing the global economy have to be addressed, including 
the full accomplishment of the reform of the global financial system and architecture.  

 
• that Africa’s considerable natural resource endowments can serve as a basis for 

promoting broad-based growth and economic transformation if exploited in a 
judicious, transparent and equitable manner. 

 
4. Appreciating the commitments made by the international community, particularly within 
the framework of the G-20, in response to the financial and economic crisis, covering the 
provision of resources, broader global economic policy and institutional governance.    
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Acknowledge the following key challenges and opportunities 
 
5. Despite progress made by African countries in broadening their tax base to improve 
revenue mobilization, they are still far from meeting their investment needs from domestic 
resources, with the resource gap widening as a result of the global financial crisis.   
 
6. Other factors limiting domestic resource mobilization include the great size of the informal 
sector and the lack of official capacity to bring them into the taxable income bracket. The already 
shallow tax base is eroded further by excessive granting of tax preferences, inefficient taxation of 
extractive activities and inability to fight abuses of transfer pricing by multinational enterprises. 
 
7. The role that extractive industries could play in the reduction of poverty, attainment of the 
MDGs and the fostering of overall growth and development has not been captured in many of the 
global and national policy and planning tools and frameworks, development plans and long-term 
visions and strategies.  
 
8. With low savings rates, volatile export revenues, and substantial investment requirements 
that characterized many African economies in the period before the crisis, capital inflows have 
become indispensable in the financing of their development needs.   
 
9. FDI flows to Africa have so far not reached levels comparable to those in other regions of 
the world or those needed to close the resource gap and attain the MDGs. Moreover, concerns 
remain over the distribution of benefits between the origin and host economies.  Hence bringing 
in additional and stable flows remains a key policy objective for the majority of African 
countries.  
 
10. Remittances play a major role in poverty alleviation in many African families.  However, 
they should be organized in such a way that they contribute to the wider development agenda. 
 
11. ODA remains an important source of finance for Africa’s development.  However, 
legitimate concerns have been raised over the sustainability of aid flows, including resource 
constraints resulting from the global financial crisis that has led donors to cut aid levels.   
 
12. Debt sustainability remains a challenge to many African countries. Reduced external 
financing resulting from the global financial crisis has forced a number of African countries to 
increase debt to address widening fiscal financing gaps and to address the impact of the global 
economic crises. This has led to a worsening in debt ratios in recent times and a reversal of some 
of the progress achieved so far.  
 
13. The dominance of primary commodities in the export basket of African countries and their 
consequent adverse exposure to international market shocks as well as unfavourable terms of 
trade, made them vulnerable to the global crises, despite policy responses in many of these 
countries. The challenge therefore for Africa is to diversify its export base in primary 
commodities and also to intensify intra-regional trade.   
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14. Climate change and environmental degradation are affecting African countries severely and 
thus present significant threats to the achievement of the MDGs. Owing to their low level of 
development and limited policy space, African countries are disproportionately impacted by 
climate change. This is so despite the fact that they contribute least to greenhouse gas emission. 
 
15. The provision of microfinance credit in Africa has been sanctioned by many African 
governments though without meaningful involvement by the private sector. In reality, to date less 
than 8 million borrowers and 22 million savers have been reached through microfinance.  
 
16. South-South cooperation is growing and becoming more significant in various aspects of 
development financing in Africa. This is being driven by the continent’s increasing importance 
and attractiveness in the global economy, as well as the improving economic strength and linkage 
of the South. This cooperation provides Africa with additional resources, new ways to finance 
development, a stronger stand in international cooperation, and opportunities to develop 
infrastructure and human capital. However, this also brings with it problems and challenges such 
as increased external debt, concessional terms in favour of donor countries and the lack of 
technology transfer.  
 
17. Illicit Capital Flows (ICFs) which range from outright illegal activities such as 
embezzlement of state resources, money laundering, round tripping, transfer mispricing to 
seemingly legal activities such as tax avoidance through over- and under-invoicing and other 
cross-boundary activities involving multinational corporations with their subsidiaries, including 
loans, constitute a drain on African economies. 
 
18. The development of well-functioning infrastructure is critical to Africa’s development. Not 
only does infrastructure contribute to economic growth, it is also an important input into human 
development. Much of Africa’s current infrastructure is in a poor state. Estimates indicate that the 
poor quality of Africa’s infrastructure is reducing productivity of industries by about 40 per cent, 
thus contributing to the higher cost of doing business. Developing infrastructure on the continent 
will require massive investments, with the financial resources required expected to come from 
both domestic and external sources. 
 
Adopt the following recommendations 
 
19. African governments are urged to improve upon their efforts at mobilizing more domestic 
resources to finance self-sustaining development. As recognized in the Monterrey Consensus and 
reaffirmed in the outcome of the Doha Financing for Development Conference, domestic 
resource mobilization is the foundation for self-sustaining development.  
 
20. African countries should make commitments towards creating an enabling environment 
which is crucial for increased mobilization of adequate financial resources for development 
through further deepening of the financial sector, increasing access to financial services for the 
poor, promoting microfinance institutions and enhancing ongoing reforms including the 
improvement of revenue administration and the environment for the domestic private sector to 
invest. 
 



 4

21. Development Partners are urged to increase their support through ODA, debt relief as well 
as targeted financial and technical assistance in the foreseeable future. 
 
22. African countries and Development Partners are urged to channel FDI to priority sectors to 
support productive capacity development and diversification, since FDIs can play an important 
role in promoting sustained growth and development through technology transfer/diffusion as 
well as in enhancing efficiency and productivity.   
 
23. There is the need for strengthening national, bilateral and multilateral efforts to overcome 
the constraints limiting African countries’ attractiveness to foreign investment. Bilateral and 
multilateral partners can support African countries in attracting FDI by providing insurance to 
offset the perceived high political risk in African countries.  
 
24. Given the increasing competition for FDI, African countries should continue to improve 
their attractiveness to foreign investment through a number of fiscal and non-tax incentives, as 
part of a broader policy package. In attracting FDI, African countries need to introduce targeted 
and sector-specific investment incentives to facilitate FDI into priority sectors, including 
infrastructure development and human capital formation. African countries should therefore put 
in place the necessary legislative framework and investment environment that ensure that FDI is 
in alignment with their national economic and development objectives. 
 
25. Diaspora remittances and technical expertise hold a huge potential for the promotion of 
Africa’s economic and social development. Although remittances are disproportionately 
channeled to consumption, in some African countries, they are increasingly being used for 
investment purposes, especially financing small and medium-sized enterprises. Hence, we urge 
African countries to make greater efforts towards channeling remittances into investments in 
human and physical capital and other productive sectors, through the official financial system as 
well as promote innovation in financial instruments to enhance the mobilisation and 
securitization of remittance flows.  
 
26. The critical importance of ODA as both a complement to other sources of financing and as 
a catalyst for development in facilitating the achievement of national development objectives, 
including the MDGs, needs to be re-emphasized. The global crisis should not be used as an 
excuse for non-fulfillment of existing aid commitments. Development Partners should meet and 
scale-up their existing bilateral and multilateral official development assistance commitments and 
targets.  
 
27. African countries are urged to focus particularly on the agricultural sector and value adding 
agro-processing activities, as well as complement the financing of infrastructure development. To 
meet the huge financing gap for infrastructure financing, Development Partners should increase 
significantly ODA to infrastructure.  
 
28. There is also a need to further harness the positive contribution of new donors through 
enhanced South-South cooperation. 
 
29. African countries need to align partnerships with their own development priorities and take 
ownership of the direction and the process of South-South cooperation. Strategies and approaches 
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for cooperation should be built on the lessons learned from North-South cooperation and tailored 
according to the different national interests and comparative advantages of both African countries 
and their partners in the South-South cooperation. Key elements which can help African 
countries manage the cooperation more effectively are regional cooperation/integration within 
Africa, improved institutional and governance capacity and a well-designed cooperation 
framework. 
 
30. We urge African governments to put more effort into the promotion of diversification and 
production of high value added goods and services in order to allow trade to play its role in their 
economic development and thus reduce the vagaries of commodity price fluctuations.   
 
31. African countries should revitalize their efforts towards harnessing their legal frameworks 
and institutions to promote targeted trade within Regional Economic Communities and with 
emerging markets where certain goods have favourable market access. 
 
32. The role that natural resource rents can play in promoting sustained development on the 
continent needs to be explicitly recognized and articulated in relevant policy and planning 
instruments and tools as well as in long-term visions and strategies.  In this context, it is 
important to insist on transparency regarding revenues from natural resources. 
 
33. Africa countries should create the policy space needed to achieve equitable fiscal regimes 
that encourage greater value addition and processing of natural resources in host countries, 
increase linkages between the extractive sector and other sectors of the national economy and the 
transformation of non-renewable natural capital into other forms of lasting capital such as human, 
social and physical capital which are the basis for sustained development and economic 
transformation. 
 
34. We call for international support in the realization of the African Mining Vision adopted by 
the African Union Summit of Heads of State and Government in 2009, as a credible blueprint for 
unleashing a resource-based growth and industrialization strategy on the continent. 
 
35. Developed countries should support African countries to adapt to climate change through 
the provision of adequate, predictable and sustainable financial resources aimed at reducing 
vulnerability and thus enable them to strengthen their resilience to climate change as called for, in 
the Copenhagen Accord. 
 
36. On their part, African countries need to bring climate change into the mainstream of their 
national development frameworks and plans and promote environmentally friendly policies in the 
context of sustainable development. This must be complemented by transfer and dissemination of 
affordable environmentally sound technology as well as support capacity-building efforts of 
African countries for the implementation of their adaptation programmes.  
 
37. A sound financial sector is a function of an integrated and efficient financial system that 
caters for all financial institutions within the sector, including microfinance institutions which 
provide services to poor and low-income households as well as micro, small and medium-sized 
enterprises.  In this regard, African countries should improve upon capacity-building in this 
sector in order to promote successful and sustainable microfinance institutions that provide such 
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services. Given that the growth of this sector requires a unique understanding and knowledge of 
the business of microfinance, experience and specialized training are essential to its successful 
development. African countries should promote a conducive regulatory environment as well as 
provide supportive policies for the growth of a vibrant microfinance sector across the continent. 
 
38. The participants in Africa’s microfinance industry should develop a continental level 
strategy capable of scaling up and maximizing its developmental impact on the beneficiaries. 
 
39. At the core of illicit capital flows is the issue of governance as it pertains to the state 
capacity to control the country’s borders, usher in strong administrative and governance 
institutions, control corruption and implement proper legal and regulatory regimes backed by 
enforcement. There is also the need to provide strong support to non-state actors that are 
independent, vigilant and capable, including the media that support transparency.  To 
successfully deal with illicit capital flows, African countries must address these and a number of 
structural issues that are key components of governance. These include building strong 
institutions and enacting enforceable laws and regulations that are easy to comply with, as well as 
attending to the problem of complicit leadership in the public and private sectors. 
 
40. Given that cross-border tax evasion and avoidance systemically undermine the tax bases of 
African countries, we call on international Development Partners, including the G-20 to work 
towards a country-by-country reporting standard requiring listed companies to declare financial 
details for each jurisdiction in which they operate. 
 
41. In dealing with illicit capital flows resulting from corruption, African countries must deal 
with both the supply and demand sides of the issue.  In this regard, developed countries, 
including the G-20, are called upon to end tax haven secrecy as well as provide full disclosure on 
suspicious transactions in their respective countries.   
 
42. Given that political will, effective institutions and private sector involvement are essential 
for financing infrastructure, African countries need to introduce regulatory reforms as well as 
engage in the strengthening of institutions to unlock resources for infrastructure financing and 
also attract private sector participation in the sector. 
 
43. African countries should put in place risk guarantee mechanisms as well as well-
functioning capital markets to encourage private sector participation in infrastructure projects. 
The selection of partners in the private sector should be done in a transparent manner, with 
competent authorities nationwide to handle non-sovereign lending. A well-articulated 
government framework is considered very important for the strengthening of institutions and the 
efficiency of projects. 
 
44. Bankable projects are key to infrastructure development. Accordingly, a programme 
approach at regional and subregional levels which provides for complementarities will help in the 
selection of good projects. In this process, multilateral development banks should play a role. 
Furthermore, Africa needs to emphasize soft infrastructure, such as trade facilitation and regional 
market integration as well as learn from the experiences of other countries outside the continent 
in financing its infrastructure. 
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45. Given the vulnerability of traditional sources of financing the MDGs and infrastructure to 
economic and political shocks, African countries are urged to introduce innovative financing 
mechanisms such as Cash On Performance (COP) which can be used to securitize ODA pledges. 
Other innovative financing sources include Diaspora bonds, tax on foreign exchange transactions 
(forex speculation), intergenerational solidarity levies on exhaustive natural resources, as well as 
carbon taxation to address the problem of climate change. 
 
46. More African countries are urged to join the Leading Group on Solidarity Levies to Fund 
Development and also participate in the Pilot Group on New Innovative Funding as called for in 
the Conakry Declaration of November 2008. This enhances the sharing of experiences in the 
implementation of innovative financing.  
 
47. Macroeconomic and development challenges facing African countries are not always fully 
addressed in the Bretton Woods institutions.  In this context, enhanced voice and representation 
in the World Bank, International Monetary Fund and the Financial Stability Board (FSB), will 
require employing and promoting more Africans into policymaking positions in these institutions.  
The voice and representation of African countries in the decision-making organs of international 
financial institutions should be significantly improved. African countries should therefore strive 
to enhance the quality of their participation as well as frame common positions on key issues 
affecting the continent. 
 
48. The global financial architecture and its surveillance capacities must also be strengthened to 
contribute to the prevention and resolution of potential financial crises and, more importantly, to 
support sustainable development. In particular, it is necessary to provide international financial 
institutions with an adequate array of instruments to preserve global financial stability as well as 
offset the supply shocks arising from higher food and oil prices, especially in support of least 
developed and middle income countries.  
 
49. There is also an urgent need to establish a just, open, reasonable and non-discriminatory 
international trade system. It is essential to arrive at an early conclusion to the Doha Round that 
fully supports development in accordance with its agreed mandate.  Countries must dismantle 
barriers and distortions as well as provide domestic support that impact all efforts made by 
African countries. This would provide a much needed impetus to global economic growth as well 
as contribute positively to an enabling environment for development. 
 
50. To complement efforts at the global level, African countries should hasten the process of 
putting in place a regional financial architecture that can help them deal better with financial 
crises in future. Hence, the Pan-African financial institutions that are part of the AU Constitutive 
Act, namely, the African Monetary Fund, African Investment Bank and the African Central Bank 
should be made operational as soon as possible.  


