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Since its inception, the African Union (AU) financial structure
has been heavily reliant on funding from international partners,
which many believe has weakened its autonomy and ability to
act independently towards pursuing its own agenda 2063 to
promote unity, peace and sustainable development across the
continent in a manner that truly reflects the priorities of its 55
member states. In 2024, the reality is still not different despite
recent momentum as the union’s approved budget shows that
62% will be financed by external donors. The paper briefly looks
at the history of the AU’s self-financing efforts and progress
made since the adoption of the financial reforms in 2017,
also known as the Kigali decision, that saw an introduction
of the 0.2% import levy. These reforms, if implemented
effectively, aim to address the challenge of member states’
inconsistent compliance in payment of annual contributions,
the lack of diversified revenue sources and inefficient financial
management practices. By 2018, 25 countries out of the 55
member states were at various stages of implementing the
Kigali decision, with 16 of these countries already collecting
the levy by 2020 and 31 members (over 50%) having paid
their full annual contributions to the union by 2023. The
reforms present both challenges and opportunities that the
paper highlights including lessons that can be drawn from
regional bodies such as the Economic Commission of West
African States (ECOWAS) which has demonstrated that with
the right leadership, financial autonomy using a similar levy is
possible for the AU. It concludes by emphasizing that strong
political will and joint efforts from member states, partners
and internally within the AU is crucial for the reforms to be
effective to realize the AU’s vision to become an independent
organization capable of driving its own development agenda.

KESAOBAKA PHARATLHATHE



1. Introduction

In 2017, the African Union (AU) embarked on an ambitious self-financing mission for its operations,
stemming from a historic decision adopted by Heads of State and Government (HSG) the previous
year, during a ‘Retreat on Financing of the Union’ at the 27th AU Summit in Kigali, Rwanda'. The
decision responded to mounting calls for financial reform within the institution, which were starting
to grow louder, and the increasing criticism of its lack of financial transparency and accountability,
which had undermined trust in the organization.

This decision was not the first attempt at self-financing for the AU. According to Mehari Maru?
the AU began its search for alternative financing in 2005 through a high-level panel led by former
President of Senegal Abdoulaye Wade. The panel recommended a 20% levy on imports coming
from outside the AU member states, but it was not approved because of a need for further studies
and research. In 2011, in a second attempt, the AU established a high-level panel led by former
president of the Federal Republic of Nigeria, Olusegun Obasanjo. Its findings (African Union, 2013)
were presented to the AU in 2013, proposing a $2 hospitality levy per hotel stay and a $10 airfare
levy on tickets for flights originating from Africa or with destinations in Africa. The collection of
revenues from the latter was to be effected in collaboration with the International Air Transport
Association (IATA) and relevant transport agencies, while the former was to be collected in close
collaboration with the ministries in charge of tourism in respective member states. A separate
account of resources collected from the two taxes was to be opened at member-state central
banks. Although this proposal was tabled and adopted, it was not implemented and was eventually
discarded after concerns were raised by member states with economies heavily reliant on tourism.

By 2017, 2 subsequent events had brought about a new momentum that revitalized the
self-financing efforts: 1) The appointment of Dr. Nkosazana Dlamini-Zuma to the position of
Chairperson for the African Union Commission (AUC) in 2012; her outspoken ambition was to
increase member states’ contributions to reduce the high degree of dependency on donors
(Pharatlhatlhe & Vanheukelom, 2019); 2) the 2015 financial crisis that hit the AU, resulting from
a myriad of circumstances including insufficient and delayed member-state contributions, a
temporary halting of donor funding resulting from the findings of a critical external audit of the
AUC's finance management systems, and a shifting of aid to other funding priorities (African Union,
2015) . Against the backdrop of these developments, the AU HSG convened in Johannesburg,
South Africa, where they decided on a set of financing reforms to revise and scale-up assessment
of member-states’ contributions, and explore alternative sources of funding from member states?,*.

As the then newly-elected Chairperson of the AU (2018), President Paul Kagame hit the ground
running in an effort to accelerate the implementation of the Kigali Decision by setting up a
9-member pan-African advisory committee®, led by Dr. Donald Kaberuka, to come up with an
actionable proposal for the AUs ongoing institutional reforms towards self-reliance and autonomy,
recognizing the need for financial sustainability. The proposal, which was adopted by member
states, introduced a 0.2% levy® on all eligible imported goods into the continent. The contributions
would be sufficient to cover 100% of the AU’s operational budget, with 75% going to the program
budget and 25% towards peace support operations.

1. Hereafter referred to as the Kigali Decision.

2. Good Governance Africa

3. Ibid.

4. The 2015 AU Summit was the first time the African private sector pledged contributions towards the AU budget.

5. Dr Donald Kaberuka, Former President of the African Development Bank (AfDB); Dr Carlos Lopes
Former Executive Secretary of the United Nations Economic Commission for Africa (UNECA); Amina J. Mohammed, Deputy
Secretary-General of the United Nations and Former Minister of Environment of Nigeria; Strive Masiyiwa, Executive Chairman
of Econet Wireless Group; Mariam Mahamat Nour, Minister of Economy and Development Planning of the Republic of Chad
and Governor for the World Bank Group (WBG); Cristina Duarte, Former Minister for Finance and Planning of Cabo Verde;
Tito Mboweni, Former Governor of South African Reserve Bank; Dr Acha Leke, Senior Partner at McKinsey & Company; Vera
Songwe, then newly appointed Executive Secretary of the United Nations Economic Commission for Africa.

6. Also known as the Kaberuka levy.
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The newly adopted financial reforms were intended to achieve: a) timely, adequate, reliable,
and predictable payments from both member states and partners; b) financial autonomy and
reduced dependence on external sources; c) equitable burden-sharing of the AU’s budget and
reduced dependence on a few countries; d) improved budget, financial oversight, and governance
to achieve high fiduciary standards, value for money and probity; e) predictable and sustainable
financing of the AU’s peace operations through the revitalization of the AU Peace Fund (APF) and
the pursuit of strategic partnerships. In 2024, Nana Akufo-Addo, the President of the Republic of
Ghana was appointed as the AU champion for the reforms’, taking over from Kagame to complete
what was started in 2017 (African Union, 2024).

This paper seeks to start a conversation by arguing that only through financial sovereignty
can the AU be autonomous and fully realize the aspirations of its founding fathers through its
continental Agenda 2063, towards an integrated, prosperous, and peaceful Africa. It examines the
historical background to these efforts (partly explored in part 1, introduction), the current financial
situation, proposed reforms and their implications. The paper is therefore organized as follows:
section 2 provides an overview of the current financial situation of the AU. Section 3 covers some
of the challenges and opportunities the reforms present, touching on similar undertakings to draw
lessons. Section 4 looks at some implications to consider and then concludes.

2. Overview of Current Financial Situation

The AU’s financial budget is made up of contributions from member states (briefly explained
below) and funding from international partners (external donors). Member states contributions are
categorized based on a 3-tier assessment system according to a country’s share of continental GDP
(i.e. the biggest economies contribute larger shares to the budget).

According to the Institute for Security Studies?, the total approved budget for 2021 was
$623,836,163, of which $203,500,000 (32%) was to be financed by member-state contributions, and
$406,194,344 (65%) by external partners. A total of $605,756,610 has been approved for the 2024
AU budget, of which $370,080,331 (62%) is to be financed by external donors, and $200,000,000
(33%) is to be financed by member states’.

Based on these numbers (both previous and current) over half of the budget is still being
financed by international partners, which some critics have said comes with strings attached as some
external donors often earmark their contributions for specific programs or projects (Pharatlhatlhe &
Vanheukelom, 2019), imposing conditionalities and priorities that may not align with the AU's own
objectives might place the organization in a position where in order to receive such funds, it has to
comply and tailor its objectives to align with those of donors. In this case, it can be argued that, it is
the international partners that drive the agenda of the AU, which may not always and necessarily be
in the interests of Africa and Africans. To address this criticism, it is important to highlight that, as
of 2010, a core group of about 10 donors'® found some common ground with the AUC to partner in
joint programming and joint financing to harmonize their aid funding and align it with AUC priorities
and management systems'’. These efforts are part of a partnerships framework that attempts to
seek ‘action-oriented partnerships’ so as not to accept just ‘any’ money, but money that can allow
for meaningful engagement with donors on the AU's priorities, taking into account member-state
interests (Apiko, 2021)".

7. See more here.

8. See more here.

9. Executive Council Decisions, 2024. A full breakdown for allocation of funds can also be found here.

10. Australia, Canada, Denmark, European Union, Germany, Netherlands, Norway, Sweden, UK, and USAID.
11. See more here.

12. A case could be made regarding a shift in how the AfCFTA is being funded.
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Table 1

Percentage

Contribution of Tier Member States

Tier Category

Tier 1 48% Algeria, Egypt, Morocco™, Nigeria and South Africa.
(GDP above 4%) (9.6% each)

Tier 2 countries Angola, Kenya, Ethiopia, Sudan, Libya, Cote d'lvoire, Ghana,
(GDP 4%-1%) 37 % Tunisia, Tanzania, Democratic Republic of Congo, Cameroon,
e Zambia, Uganda

Gabon, Chad, Equatorial Guinea, Mozambique, Botswana,
Senegal, South Sudan, Republic of Congo, Zimbabwe,
Namibia, Burkina Faso, Mauritius, Mali, Madagascar, Benin,
Tier 3 15% Rwanda, Niger, Guinea, Sierra Leone, Togo, Mauritania,
(GDP under 1%) Malawi, Eswatini, Eritrea, Burundi, Lesotho, Liberia, Cabo
Verde, Central African Republic, Djibouti, Seychelles,
Somalia, Guinea-Bissau, Gambia, Sahrawi Arab Democratic
Republic, Comoros, Sado Tomé and Principe.

*Although Angola is not included in Tier 1, it currently contributes 8%. These six countries, contribute a combined
estimate of 56% towards the overall AU budget.
** Replaced Libya after the toppling of Muammar Gaddafi.

To reinforce implementation of the financial reforms including the 0.2% levy, afew complementary
actions were taken;

* A committee of 10 finance ministers (F10) was established, later expanded to 15 (F15). The
committee was given the mandate of providing overall budget oversight.

* In 2018, 9 ‘Golden Rules'™ were adopted and put into place for proper management of the AU’s
finances, 8 of which are currently fully operational.

* A strengthened sanctions regime for non-payment of contributions was adopted to encourage
compliance to address the long-standing criticism of failure to take disciplinary action against
member states that default on payments. The measures put in place are as follows:

Table 2

Measure Duration of Non-Payment Action against Member State

Deprived of right to take the floor or make any

Cautionary 6 months contributions in the meetings of the AU.

Suspended from being a member of a Bureau of
any organ of the AU; host any organ, institution or
office of the AU; lose the right to have their nationals
participate in electoral observations missions, human
rights observation missions and will not be invited to
meetings organized by the AU and will not have their
nationals appointed as staff members, consultants,
volunteers or interns at the AU.

Intermediate 1 year

Liable to the cautionary and intermediary sanctions
Comprehensive 2 years and their right to participate in the meetings of the
AU will be suspended.

* Exceptions granted to members who demonstrate conditions beyond their control to meet their financial obligations

13. Golden rules: 1) member states’ contributions should cover a minimum threshold of the budget; 2) revenue must be
predictable; 3) budgets must be credible; 4) expenditure ceilings should be set; 5) all expenditure must be authorized; 6)
resource flows and transactions must be reliable and efficient; 8) reporting should be an integral part of the financial
management process; 9): there should be a centralized process for engaging partners. *Golden Rule 7 is partially implemented
due to an outstanding requirement to harmonize between the current SAP and AMERT systems, or agreement on the use of
one system.
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Milestones Achieved

a) As of December 2018, 25 countries, representing about 45% of AU member states, were at
various stages of implementing the Kigali Decision on Financing the Union. Of the 25 member
states, 16 countries are collecting the levy on eligible imports (African Union, 2020)™.

b) The sanctions regime for non-payment of assessed contributions has so far yielded some
positive results. 3 out of 4 countries’™ that had previously been put on payment plans due to
failure to pay on time, hadcleared their arrears by February 2022.

c) The following member states have been put under sanctions;

- Cautionary sanctions: Sao Tome and Principe, Guinea, and Congo.
- Intermediate sanctions: South Sudan.

d) The AU Peace Fund (APF) governance structures are fully operational', and $384 million
has been raised—96% of the initial target of $400 million—entirely from AU member states
(Kinkoh, 2024).

e) To address the issue of skills/capacity gap of the AUC, a merit-based recruitment system was
introduced, and all departments underwent a skills audit and competency assessment".

f) The AU has also introduced budget ceilings for departments to make the organization leaner
through budget execution, ultimately ensuring expenditure is linked to results. The ceiling
also aligns the budget of the Union with the capacity of member states to pay®.

It is important to note however, that some member states, mainly the Southern Africa
Development Community (SADC) bloc of countries, took a political stance against the 0.2% levy
(Chekol, 2020)", but nevertheless committed to honor the principle of ‘obligation to pay’ through
alternative means, in line with the spirit of the financing of the Union. This is based on the flexibility
embedded in the Kigali Decision for member states to determine the appropriate form and means
they will use to meet their financial obligations, with some opting to implement the levy and others
expressing their intention to continue paying using the current annual assessment arrangement
(African Union, 2020).

3. Challenges and Opportunities

According to the AU, annually, over half of its member states fail to pay their financial contributions
towards the yearly budget on time, hampering the planning, implementation and execution of
programs and activities. The following highlights both the challenges to be overcome and the
opportunities to be seized to ensure successful implementation of the financial reforms.

14. Author could not find recent figures.

15. Burundi, Libya, Seychelles, Somalia. 50% of Libya’s arrears were written off due to its ongoing crisis.
16. Except for the Independent Evaluation Group, which was to be set up in 2023/2024.

17. Ibid.

18. Ibid.

19. The reservation stemmed from: (a) the process of the implementation of the reforms; (b) late submission of the report,
which contains many options and recommendations on issues related to the reform which require consultation, interrogation,
and discussion; and (c) the need for further consultations with like-minded regions and countries.
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Opportunities
a) Increased Ownership and Autonomy

The 0.2% import levy offers an alternative source of revenue for member states to meet financial
obligations, as highlighted above with success stories of countries that have managed clear their
arrears with the AU. This a great opportunity for the AU to assert greater ownership and autonomy
over its agenda, free from dependence, pressure, and conditionalities, and ultimately to enhance
the organization's credibility and legitimacy.

b) Enhanced Efficiency and Effectiveness

The 0.2% levy mechanism is easy to implement as it is not subject to time-consuming budgetary
procedures and parliamentary approval by member states®. This allows for efficient streamlining of
administrative processes and overall improvement of financial management practices.

¢) Diversification of Revenue Sources

Because the 0.2% levy gives discretion to member states to use excess revenue collected to
meet either their domestic or international commitments, it opens up new opportunities for financial
sustainability and resource mobilization. This will allow for leveraging partnerships with regional
financial institutions, development banks, and the private sector, to unlock further additional
funding for AU initiatives.

d) Strengthened Regional Integration

Some critics have previously argued that the AU is a little too far from home for many African
countries to see the benefits of membership, compared to their own regional economic communities
(RECs), which generally have greater success in collecting members states’ dues (Fabricius, 2015).
These RECs - ECOWAS?", CEMAC??, and EAC?® have successfully implemented similar levies to
fund their activities, respectively at 0.5%, 0.05%, and 1.5%. Further, On January 1, 2021, trading
commenced under the African Continental Free Trade Area (AfCFTA). 54?* member states of the AU
agreed to establish the free-trade zone, theoretically the largest in the world (International Institute
for Strategic Studies, 2021). The AfCFTA aims to create a single market for goods and services
across Africa, promoting regional integration and economic growth. It is projected to contribute
about $450 billion to Africa’s overall GDP by 2025?%. Further unlocking additional revenue sources
for member states (as they trade easily with each other across borders) will allow them to honor
their commitments to make contributions, and bring the member states closer to the AU.

Strong Global Advocacy and Influence

More financial independence and autonomy will enable the AU to advocate more effectively for
African interests on the global stage and to assert its influence and credibility by demonstrating
fiscal responsibility and self-reliance. The financial reforms are complemented by the recent launch

20. Ibid.

21. Economic Community of West African States.

22. Economic and Monetary Community of Central Africa.
23. East African Community.

24. Eritrea is yet to join the AfCFTA.

25. See more here.
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of the Alliance of African Multilateral Financial Institutions (AAMFI) -also known as the Africa Club'?
- as a strategic platform for coordination, engagement, and advocacy with a view to increasing
Africa’s power in the global financial system, by bringing member institutions together to find
solutions to financing challenges for member states on the continent. This move seeks to introduce
innovative financial instruments and provide an avenue for the major concern of debt management
for African countries. The AU being admitted as a full member of the G21 - previously G20, has also
raised its prominence and visibility, which many, including the United Nations (UN) have applauded
as a reflection of Africa’s growing influence and importance on the global stage?.

Challenges
a) Member State Compliance

As of October 2023, only 31 out of 55 members had paid all of their annual contributions,
leaving a gap of $56.3 million and diminishing ownership of AU programs and its financial autonomy
(Kinkoh, 2024). Currently, only 16 member states are collecting revenue from the levy, and although
funds are being collected, they are not always remitted in full (African Union, 2019), as the current
enforcement mechanism is not strong enough to ensure that the money collected is actually
transmitted.

Because of national, economic, and legal constraints, and international commitments, some
countries are not able to implement the 0.2% levy. Countries such as Seychelles and Mauritius
have undertaken a zero-tariff commitment at the World Trade Organization (WTO) on almost 95%
of their imports, hence imposing the 0.2% levy on the remaining goods would yield less than what
is required to pay to AU. Similarly, doing so would be in breach of GATT Article Il on schedules of
commitments®. Other member states, such as the Saharawi Arab Democratic Republic, do not have
a tangible productive industry or export sector. Their imports, mostly for humanitarian purposes
are for sustaining their refugee status, they are constrained by legal limits under their obligations
to the WTO, especially in respect of the most-favored nation (MFN) principle?”. These financial
obligations pose a significant challenge for the said member states.

b) Political Will

Securing political buy-in and commitment from AU member states for financial reforms may
be challenging because of competing political priorities and interests. For example, a number of
small island states (SIS) have raised concerns that their economies are too small and undiversified,
depending mainly on tourism. These countries have indicated that an increase in the tariffs on the
small quantity of imports they receive could potentially weaken their economies®.

The lack of political will of member states to implement adopted decisions has been a weakness
of the AU for a long time - an issue reiterated by H.E. Moussa Faki Mahamat during the last summit®’,
as he serves his final year as the AUC chairperson. In a stern speech, he noted the tendency of HSG
to make decisions without real political will to implement them, highlighting that over the last 3

26. Its members include African Export Import Bank (AfreximBank), Trade and Development Bank, Africa Finance Corporation,
African Reinsurance Corporation, African Trade and Investment Development Insurance, Shelter Afrique Development Bank
and ZEP — RE (PTA Reinsurance Co).

27. World Economic Forum, The African Union has been made a permanent member of the G20 — what does it mean for the
continent?

28. Ibid.

29. The MFN principle requires that WTO members apply the same tariffs on a like product imported from other WTO
members.

30. See more here.

31. 37th Ordinary Session of the Assembly of the African Union, February 2024.
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years®?, 93% of decisions have not been implemented*®. This challenge is grounded in the fact that
the AU still remains largely an intergovernmental organization, compared to a supranational body
like the European Union (EU), which has binding powers over its member states®:.

¢) Debt Financing

According to the United Nations Conference on Trade and Development (UNCTAD), African
countries’ total debt stands at over $1.8 trillion®®, and more than half of these countries are currently
spending a significant amount of their national budgets on servicing their external debts than
funding critical sectors such as healthcare, education and infrastructure. The debts amounted to
$85billion in 2023%. In December 2023, Ethiopia became the third African country after Zambia
and Ghana to default on servicing its debt. Such severe debt distress means these countries are
having difficulties in meeting their obligations. This has triggered calls to find solutions to payment
difficulties experienced by African debtor countries®.

d) Dependency on External Funding & Bureaucracy

Given the AU's historical reliance on international partners, ensuring a smooth transition to
self-reliance while mitigating potential funding gaps will require careful planning and strategic
coordination. This will require capacity building to close any skills gaps, and to challenge any
resistance that may stem from entrenched longstanding interests or bureaucracy, in order to ensure
effective financial management and independence of the AU.

Addressing these challenges and seizing the opportunities presented by financial reform will
require collective joint efforts from the AU, its member states, and external partners to realize its
vision of autonomy. Realizing this, in his first act as the newly elected AU chairperson, President
Nana Akufo-Addo proposed that an Annual Economic Summit should be convened as a platform
to review and accelerate actions towards financial independence, further calling on member states
to ratify instruments supporting the establishment of the AU financial institutions®® (African Union,
2024). These reforms should propel Africa to take steps towards greater impact in financing itself
as a continental institution.

Lessons to be Learned From ECOWAS

As (Osula, 2017) argues, self-financing is not new to Africa, and the AU could learn a lot from
one of its RECs - ECOWAS. This has already successfully implemented a similar import levy of 0.5%
(previously mentioned) to finance its commission, which shows that it can be done (Louw-Vaudran,
2016). ECOWAS has often been praised as a good example of a well-functioning regional body,
not just in terms of ensuring financial compliance by member states, but in its inclusive approach
that promotes the engagement of a wide range of actors within the region, having demonstrated
strong political leadership and will in its conflict prevention and peacebuilding efforts (Osula, 2017).

32.2021 - 2023.

33. Speech of H.E Moussa Faki Mahamat Chairperson of the African Union Commission Thirty Seventh Ordinary Session of the
Assembly of the African Union.

34. OP-ED, Why African Union is Weak.

35. See more here.

36. Christian Aid Report, Between Life and Debt.
37. See more here.

38. African Central Bank (ACB), the African Monetary Fund (AMF), the African Investment Bank (AIB), and the Pan-African Stock
Exchange (PASE).
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4. Implications and Conclusions

As discussed throughout this paper, the AU's current over-dependence on external funding
poses significant implications for its autonomy, and sovereignty over its own agenda. It undermines
the organization's ability to pursue its own strategic objectives and assert its authority on the global
stage. By relying on partners to finance its operations, the AU risks compromising its integrity,
credibility, and legitimacy as a continental institution.

While member states have committed to make annual assessed contributions to the AU budget,
their compliance has varied in the past, leading to inconsistencies and gaps in funding, with
consequences for the efficient running of the union. Such delays in payments and arrears hinder
its ability to plan and implement programs effectively. The AU’s financial management practices
have also been marred by a lack of transparency and accountability, exacerbating concerns about
mismanagement and skills capacity. Although successfully implementing the financial reforms
presents opportunities to enhance sustainable revenue generation, improve financial management
practices, strengthen regional integration, and reduce dependency on donors, it also poses certain
challenges stemming from entrenched bureaucracy, lack of political will in certain instances, and
lack of enforcement mechanisms to ensure member states’ compliance.

The 0.2% levy presents an alternative avenue for a more reliable and consistent source of funding
from member states. By reducing dependence on external donor funds and pursuing action-
oriented partnerships through joint programming and joint financing that harmonizes partner
funding, to align with the priorities and management systems of the AUC, the AU will demonstrate
fiscal responsibility and be better positioned to pursue an independent agenda that reflects the
interests and priorities of its member states and people, with the support of external donors.

The importance of political will cannot be emphasized enough as it is crucial for success. Lessons
can be learned from ECOWAS on how strong political will and leadership, as well as self-financing
efforts through the similar undertaking of implementing an import levy, can yield positive results
towards promoting timely payment by members of their contributions. Additionally, imposing strict
penalties on non-complying member states will allow for greater accountability and successful
implementation of the reforms. Finally, a strengthened internal audit and oversight mechanisms
through the committee of 15 finance ministers (F15) could go a long way in ensuring compliance to
realize the ultimate vision of African self-reliance and autonomy.
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The Policy Center for the New South (PCNS) is a Moroccan think tank aiming to contribute to the
improvement of economic and social public policies that challenge Morocco and the rest of Africa as
integral parts of the global South.

The PCNS pleads for an open, accountable and enterprising "new South" that defines its own narratives
and mental maps around the Mediterranean and South Atlantic basins, as part of a forward-looking
relationship with the rest of the world. Through its analytical endeavours, the think tank aims to support
the development of public policies in Africa and to give the floor to experts from the South. This stance
is focused on dialogue and partnership, and aims to cultivate African expertise and excellence needed
for the accurate analysis of African and global challenges and the suggestion of appropriate solutions.
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