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THE AFRICAN CAPACITY BUILDING FOUNDATION
ACBF is Africa's premier institution in Capacity Building. Established in February 1991, ACBF is the
outcome of collaboration between African governments and the international donor community.
The major sponsoring agencies of the Foundation are the African Development Bank (AfDB), the
United Nations Development Programme (UNDP) and the World Bank. The International Monetary
Fund (IMF) became a member of ACBF in 2002. The African Union is an Honorary Member.
ACBF's mission is to build sustainable human and institutional capacity for sustainable growth,
poverty reduction and good governance on Africa. The Foundation intervenes in six core
competency areas, namely, economic policy analysis and management, financial management and
accountability, strengthening and monitoring of national statistics, public administration and
management, strengthening of the policy analysis capacity of national parliaments,
professionalization of the voices of the private sector and civil society.
Besides intervening directly in the area of capacity development, ACBF also provides a platform for
consultation, dialogue, cooperation as well as information and knowledge sharing amongst
development stakeholders and partners across the African continent.
The Foundation is present in some 44 sub-Saharan African countries and has committed more than
US$350 million to interventions in capacity development since its inception.
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ABSTRACT
A Medium Term Expenditure Framework (MTEF) and an Integrated Financial Management
Information System (IFMIS) are two of the standard reforms promoted and supported by the World
Bank and other aid agencies in almost every country in Sub-Saharan Africa. This paper provides a
balance sheet of the relative success, or otherwise, of these reforms over the last decade. The aims
and objectives of the MTEF and the IFMIS are outlined, indicating the initial hopes for these reforms
and the increasingly strident warnings that this promise was not being delivered. A case study is
provided which considers the introduction of MTEF and IFMIS reforms in Rwanda. This
demonstrates the limited success of these reforms even in a country committed to fundamental
change and provided with significant resources by the donor community. The paper then argues
that it was the economic problems across Sub-Saharan Africa, especially in the late 1970s and early
1980s, resulting from external events, which led to a worsening of the quality of financial
management and governance. This contrasts with the dominant view that it is poor governance that
is holding back economic development across the continent. This leads to considerations of
effective alternative approaches; the need for real country led reforms which build on the particular
existing public sector financial management system in each country; and puts a priority on basic
internal financial controls and reforms which have been clearly proved to be successful in similar
environments. An incremental approach, which utilises and enhances local capacity, is considered
to be far more likely to succeed than big bang approaches like MTEF and IFMIS.
Key Words: MTEF, IFMIS, Sub-Saharan Africa, Debt burden
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I.

INTRODUCTION

We are living through a time of fundamental questioning of received wisdoms and the ideas of what
represents best practice. Leading economists across the world are having to rethink their ideas in
response to the current global economic recession. In addition, we have seen the election of a US
president whose main campaign slogan was 'change'. The previous paradigm of reduced regulation
and limited state intervention has been replaced by the nationalisation of several leading banks in
the United States, which most supported neoliberalism and new public management; the US, the UK
and Iceland. The need for harder, more detailed regulation of the private sector has gained wide
spread acceptance (for example, the leader of the WTO in Le Monde, 9 November 2008). The widely
held virtue of balanced budgets is being jettisoned in the face of dire economic necessity.
Governments are borrowing heavily in order to protect their national banking and economic
systems. A similarly dramatic re-think is also required in terms of the type of the public sector
financial management reforms which the international financial institutions and the international aid
agencies have been promoting across Sub-Saharan Africa for the last decade or so.
Two of the most frequently recommended reforms for governments in the Global South are the
Medium Term Expenditure Framework (MTEF) and Integrated Financial Management Information
Systems (IFMIS). For example the two core chapters to the World Bank's Public Expenditure
Management Handbook were devoted to these reforms (World Bank, 1998). Great claims were made
for the benefits of such reforms, but:
many of the claims made have been based more on theory and what might happen
after the reforms have worked their way through the system. These reforms have been
heavily supported by the international financial institutions and the country aid
agencies. However, the actual level of success from their implementation has been
surprisingly low. In many cases, where results have not lived up to expectations, this is
not laid at the door of the “reforms” but rather at the door of the governments who
have not gone far enough, or have backed off under pressure from 'vested interests'
(Rosskam, 2006: ix).
Although MTEFs differ between countries, broadly defined, the MTEF approach allows for the
linking of policy, planning and budgeting. An MTEF consists of a “top-down resource envelope, a
bottom-up estimation of the current and medium-term costs of existing policy and, ultimately, the
matching of these costs with available resources” (World Bank, 1998: 48). As a result, ministries are
expected to enjoy: greater independence in their resource allocation decisions; increased
predictability of resource flows; improved accountability and transparency within government; and
ultimately a more effective and efficient process of resource allocation towards strategic priorities
within and between sectors.
An IFMIS is a computerized system designed to support public financial management goals and
priorities. An IFMIS:
usually refers to computerization of public expenditure management processes,
including budget formulation, budget execution, and accounting, with the help of a
fully integrated system for financial management of the line ministries and other
spending agencies (Diamond & Khemani, 2005: 3).
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By tracking financial events through an automated financial system, governments are expected to
be able to better control expenditure and improve transparency and accountability in the budget
cycle as a whole. However, in practice the World Bank and aid agencies have funded the introduction
of private sector financial systems, which do not include core budgeting functionalities. As a result, a
large part of the real budget management system is operated separately outside the core IFMIS.
Whilst definitions of the key components of an IFMIS vary, proponents argue that this technology
provides a set of tools that assist government in undertaking the following tasks:
• designing appropriate fiscal and monetary responses to changing macro economic
conditions;
• ensuring accountability for the deployment and use of public resources;
• improving the effectiveness and efficiency of public expenditure programs;
• mobilizing domestic resources and managing external resources (foreign aid and loans);
• managing civil services; and
• decentralizing operations with adequate controls.
Both the MTEF and IFMIS are large, complex and strategic reforms and so are high risk projects which
have actually suffered high levels of failure. Thus, for example, World Bank estimates that only 6% of
the IFMIS they funded were likely to be sustainable (Dorotinsky, 2003). However, it is the strategic
nature of these reforms, which can be attractive to those who believe that the public sector in SubSaharan Africa requires fundamental change. They hope that the MTEF and IFMIS reforms will
support the modernisation of public financial management and the introduction of good
governance. Their view is supported by the widely accepted idea that poor governance and
corruption are the main causes of the poor economic growth in Africa (Commission for Africa, 2005;
Isaksen, 2005).
However, it may be that this causal relationship actually runs the other way. Could it be that it is SubSaharan Africa's economic problems which have led to the deterioration in the quality of financial
management systems? If so, Sub-Saharan African public sector financial managers could be
considered heroes rather than corrupt bureaucrats. They have attempted to maintain standards in
the face of severe economic constraints, widespread retrenchment and a significant decline in the
value of their salaries. As a result they are the experts in their financial management systems and are
the people who should lead their government's reform programme to re-build and refine these
systems. Local private sector and international consultants may, in certain circumstances be able to
support local public sector financial staff. But in many cases the use of such 'experts' and the lack of
a real lead by the government has led to expensive failures and the waste of resources, which are
desperately needed to fund the public services, would be necessary to achieve the Millennium
Development Goals.
According to the Danish Institute for International Studies (2008), blue-print approaches and fixed
ideas about what constitutes a governance agenda can have dangerous consequences, and they
demonstrate how pragmatic initiatives that do not necessarily reflect widespread ideas about 'good
governance' can bring about positive results.
A former senior official of the World Bank has also supported the need for a fundamental
review of the actual progress which has been achieved through the introduction of the MTEF
or IFMIS reforms, arguing that:
The introduction of the MTEF concept and its early application are now some 15 years
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old, and the time for a candid and fact-based assessment is long overdue. Given the
hype the MTEF has enjoyed, its rapid expansion in the last decade, and the disregard of
some fundamental considerations of institutions and capacity, a little extra emphasis in
the interest of understanding the actual issues is timely (Schiavo-Campo, 2008).
Despite the calls for country led reforms, the international financial institutions and aid agencies still
have a dominant role in the direction of public financial management in Sub-Saharan Africa. The
MTEF and IFMIS are still being heavily promoted as the way to improve and to modernise public
sector financial management across Africa. In Somalia, for example, a World Bank mission in late
2007 recommended an IFMIS for the Somali government. Whilst in Nigeria a large Department for
International Development (UK) funded project to improve the financial management of state level
governments, initiated in late 2008, is dominated by the proposal to implement an MTEF in each of
the states over the next six years.
This study aims to build on a previous Africa Capacity Building Foundation paper (Wynne, 2005), which
reviewed the MTEF and IFMIS reforms in Ghana, Tanzania and Uganda. That paper concluded that:
Due to the economic conditions in many developing countries, the World Bank, aid
agencies and their international consultants wield considerable influence on the
priorities and approach to public sector financial management. Continued care is
needed to ensure that their prescriptions are actually relevant and appropriate to the
needs of each particular country. In particular, given the past record of limited success
with the implementation of MTEFs, IFMISs and other major reforms, the need for such
approaches and the evidence of their successful implementation in other countries
should be rigorously reviewed. The traditional public sector concerns with regularity
and probity will, if anything, become more important when major reform initiatives are
being considered. Small-scale investment in basic internal financial controls may often
bring greater returns than large investment in innovative reforms with their associated
significant risks of failure.
MTEFs and IFMISs are considered, at least by the international financial institutions to
be core public financial management reforms for many developing countries. Their
level of success, however, has been relatively modest and many of the assumed benefits
have not necessarily been achieved. As a result, scarce resources and expertise may
have been wasted on initiatives whose success in practice had not necessarily been
adequately tested (Wynne, 2005: 32).
After this introduction overviews are provided of the MTEF and the IFMIS indicating the initial hopes
for these reforms and the increasingly strident warnings that this promise was not being delivered in
practice across Sub-Saharan Africa. The next section considers the introduction of MTEF and IFMIS
reforms in Rwanda. This demonstrates the limited success of these reforms even in a country
committed to fundamental change and provided with significant resources by the donor
community. The section after that argues that it was the economic problems across Sub-Saharan
Africa, especially in the late 1970s and early 1980s, resulting from external events, which led to a
worsening of the quality of financial management and governance. This is in contrast with the
dominant view that it is poor governance that is holding back economic development across the
continent. This is followed by a section which considers the need for real country led reform which
builds on the particular existing public sector financial management system in each country. The final
section provides the overall conclusions for the study.
3

MEDIUM TERM EXPENDITURE FRAMEWORK (MTEF)

II.

The generic objectives of a Medium Term Expenditure Framework (MTEF) are generally considered
to be:
• facilitating the achievement of a balanced budget (fiscal discipline)
• enabling the shift of resources to pro-poor areas of the budget in line with agreed poverty
reduction strategies (Wynne, 2005).
However, there are questions about the extent to which these or other objectives have been
formally agreed for the country concerned and whether these have been agreed by all the major
stakeholders. Also such objectives may not have been internally generated to address local concerns
and priorities, but based on external advice, recommendations or requirements. This is particularly
the case in the Sub-Saharan African public sector environment where reforms are heavily influenced
by staff from the international financial institutions and the donor agencies and the actual
implementation is led by foreign or at least external consultants.
In addition to the traditional requirement of budget discipline, the following technical and
institutional factors are considered essential for a successful MTEF:
• a clear framework of national objectives and policies, and sector objectives and strategies
• realistic medium-term resource projections that ensures predictable flows of programmed
resources to implementing agencies
• a comprehensive budget that captures all the expenditures by the government as well as on
behalf of the government, for instance by donors and NGOs
• an integrated budget that enables the budget system to relate results and accountabilities
to resource inputs
• a budget and program classification that can be linked to the national and sectoral
objectives, that is a functional classification and facilitates the integration of the budget
• financial management institutions to ensure transparency and accountability in the use of
budget resources
• monitorable indicators of inputs, final and intermediate outputs and outcomes, quantitative
and qualitative targets of these indicators and a system for regular monitoring of the
progress toward meeting the targets. The monitoring provides the basis to assess results
and accountabilities and make adjustments in objectives, targets and budget allocations
(World Bank, 2005a: 8).
Despite these warnings, the MTEF has become one of the standard public financial management
reforms which the international financial institutions and the donors have recommended to all
countries across Sub-Saharan Africa.
This approach has often not been a success. The results of nearly fifteen years of this experience
across the world was recently summarised by a former senior IMF and World Bank official as:
•
•
•
•
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virtually no evidence of improved macroeconomic balance
some limited evidence of reallocation to priority sub-sectors
no evidence of a link to greater budgetary predictability
no evidence of efficiency gains in spending.

This is what the donors and the developing and middle-income countries have got in
return for the billions of aid dollars, mountains of red tape, heavy burdens on local
government staff, and literally centuries of full-time-equivalent technical experts
(Schiavo-Campo, 2008: 6).
And:
there is mounting skepticism of all MTEF concepts—seen as exhausting and expensive
initiatives pushed by donors, and carried out as supply-driven self-propelled exercises
conducted mainly by external consultants (Schiavo-Campo, 2008: 7).
Additionally, in Africa, the financial plans developed from the MTEFs have been criticised as:
plans in Africa have widely been considered shopping lists - used to extract funding
from donors but without any effect on other public expenditure whatsoever (Isaksen,
2005).
Finally, Schick, a frequent presenter at World Bank public financial management events, has also
commented that:
Medium Term Expenditure Frameworks (MTEFs) have not proven a panacea to the
challenges of budget planning, preparation and management in most countries. A
possible epitaph for MTEF-type reforms would read “Died of many causes, each of
which was sufficient (Schick, 2008).

Warnings of failure
These results did not come without prior warning. A former IMF and World Bank official recently
admitted that with the MTEF:
A first glimmer of recognition of these problems [with the MTEF] appeared at the
World Bank's “PREM Week” meeting of late 2000, when it was noted, among other
things, that if a country cannot put together a sensible annual budget and execute it in
minimally acceptable fashion it is very unlikely to have any use for a medium-term
expenditure framework. One panellist (Alister Moon) gave a long list of preconditions
for introducing an MTEF, including macroeconomic stability; revenue predictability;
early political commitment; core capacity of the finance ministry and central agencies;
supportive donor behaviour; capacity to enforce a hard budget constraint at the
ministry level; executive commitment to having a transparent budget process; and
capacity in sector policy analysis (Schiavo-Campo, 2008: 5).
Two years after these warnings of potential failure, in a major study for the World Bank, Le Houerou
and Taliercio (2002) came to the following conclusions of the progress with the MTEF across Africa:
The limited quantitative evidence shows, thus far, that MTEFs are not yet
unambiguously associated with their objectives… In terms of macroeconomic balance,
with the possible exception of Uganda, there is no evidence that MTEFs have made a
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significant impact. In terms of resource allocation, there is some limited and qualified
evidence to suggest that MTEFs are linked to reallocations to a subset of priority
sectors. With respect to budgetary predictability and consistency, there is no support
for the assumption that MTEFs are associated with greater discipline and less deviation.
At best, then, these cases present a mixed picture (Le Houerou and Taliercio, 2002: 24).
These conclusions were being repeated in March 2008 at a major World Bank seminar as being the
current picture. The seminar was organised to re-assess the World Bank's public financial work
including a review of its experience with the MTEF (World Bank, 2008a). One of the presenters at the
event asked “Have certain donor-led PFM initiatives complicated the PFM reform landscape in
countries, e.g. MTEF?” and a World Bank senior staff member said that MTEFs had become a
reputational risk to the Bank. It is hoped that these concerns will lead to greater changes in practice
and advice to governments than has been achieved in the past.
At another seminar held later in 2008, this time organised by the IMF, the same presenter
noted that:
Recent World Bank studies… revealed significant shortcomings in the way that MTEFs
had been designed and implemented in many developing countries. The IFIs and
development institutions themselves bear some responsibility for the mixed success in
implementing MTEFs and for generating unrealistic expectations about what MTEFs
could and would achieve in practice (Brumby, 2008).
At the same event, yet another official commented that:
The realization of the magnitude of wasted resources and dashed expectations is
sobering (Schiavo-Campo, 2008b).
The World Bank should therefore put more effort into listening to local public sector financial
officials, building on their expertise and understanding of the local environment to ensure that local
public sector financial management reform programmes are more successful in future. Public
sector financial managers should have confidence and pride in the way that they have managed their
systems, especially over the very difficult times of the last few decades. They need to be able to
consider carefully the evidence on the extent to which reforms recommended by international
consultants are actually being effective in similar environments to their own. Where necessary, they
have the responsibility to reject the advice of the international financial institutions and the
consultants they appoint, especially where they do not provide adequate evidence that the reforms
are actually working effectively in other countries. The World Bank should ensure that developing
countries are not unduly penalised for not accepting the recommended reforms.
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