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I. Background 
 
1. Since independence, African countries have embarked upon and continue to 
pursue various initiatives geared towards achieving socio-economic integration and 
development and avoiding marginalization. These continue to be pursued at national, 
regional and continental levels as evidenced by various national strategies and 
development plans as well as regional and continental programmes. Despite these 
efforts, Africa continues to lag behind the rest of the world in terms of socio-economic 
development and remains the poorest continent on the globe. The continent 
accounts for marginal shares in both trade and investment inflows, despite the huge 
natural and human resource base and the high returns on investment it offers in a 
wide range of sectors. One major underlying problem is the lack of resources to 
finance various initiatives to accelerate the continent’s integration and development 
aspirations.  
  
2. In transforming the Organization of African Unity (OAU) into the African Union 
(AU), the main vision of African leaders was to enable Africa address the economic, 
social and political challenges confronting the continent in a rapidly globalizing world. 
The African Union is founded on a common political and economic vision as well as 
the strong and shared conviction that it is urgently necessary to eradicate poverty 
and bring about rapid socio-economic development. In this regard, adequacy of 
resources is crucial to the fulfilment of its mandate. However, the funding sources of 
the AU have not changed and been diversified to reflect the new goals contained in 
the successive initiatives. The current system of statutory contributions, which has 
been in place since the OAU days is no longer adequate to meet the growing 
financing needs of the Union due to greater operational requirements and increased 
scope of activities.  
 
3. The funding sources for the AU are limited to two sources: the assessed 
contribution of Member States and that of the partners. The two financing sources 
are faced with shortcomings that are both frustrating and crippling. Indeed, over the 
last years, the Union’ budget continues to depend heavily on partners to finance its 
programs. Member States contributed just about 5% of the Programme Budget in 
2012. Regarding the Operational Budget, even though Member States finance this 
wholly, the problem of arrears and untimely payment by some Member States 
creates problems for the Union’s smooth functioning. By year end 2011, and 2012, 
for example, Member States’ contribution arrears amounted to US$72.4 million and 
US$43.8 million, respectively. An additional problem is the continued dependence by 
the Union on few Member States for the bulk of Member State financing. Until 2010, 
five countries, namely Egypt, Algeria, Libya, Nigeria and South Africa each 
accounted for 15% of the Union budget, meaning 75% of the total budget came from 
the five countries. In 2011, their total contribution has now been reduced to a ceiling 
of 13.271% each (total of about 66.36%) which is still too high. The implication of 
heavy dependence on a few countries is that failure on the part of one or two of them 
to honour their commitments could spell serious financial trouble for the Union. The 
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2011 events in North Africa brought this problem to the fore and provide strong 
justification for spreading the financing web much wider. Alternative sources of 
financing are the solution to this problem.  
 
4. The table below provides ample illustration of the African Union’s increasing 
dependence on external funding. 
 

Table 1: Sources of Funding of the Programme Budget of  
AU and its organs (in US$ million) 

 

Sources 2007 
(%) 

2008 
(%) 

2009 
(%) 

2010 
(%) 

2011 
(%) 

2012 
(%) 

2013 
(%) 

Member 
States 

13.4 
(27) 

14.7 
(31) 

11.3 
(16) 

11.2 
(8) 

10.2 
(7,1) 

7.6 
(4.8) 

5.4 
(3.3%) 

Partners 36.3 
(73) 

32.4 
(69) 

57.4 
(84) 

133.7 
(92) 

134.2 
(92,9) 

151.7 
(95.2) 

155.4 
(96.7%) 

Total 49.7 
(100) 

47.1 
(100) 

68.7 
(100) 

144.9 
(100) 

144.4 
(100) 

159.3 
(100) 

160.7 
(100) 

Source: Successive annual AU Budgets 
 
Table 2: Sources of funding of the overall Budget (Programmes + Operations) 

of AU and its organs (in US$ million) 
 

Sources 2007 
(%) 

2008 
(%) 

2009 
(%) 

2010 
(%) 

2011 
(%) 

2012 
(%) 

2013 
(%) 

Member 
States 

87.8 
(71) 

107.6 
(77) 

106.9 
(65) 

116.8 
(47) 

122.6 
(48) 

122.4 
(45) 

122.9 
(44) 

Partners 36.3 
(29) 

32.4 
(23) 

57.4 
(35) 

133.7 
(53) 

134.2 
(52) 

151.7 
(55) 

155,4 
(56) 

Total 124.1 
(100) 

140 
(100) 

164.3 
(100) 

250.5 
(100) 

256.8 
(100) 

274.1 
(100) 

278.2 
(100) 

Source: Successive annual AU Budgets 
 
5. The African Union requires adequate, reliable and predictable resources to 
implement its programmes and it is obvious that the outside world cannot shoulder 
that responsibility. The primary responsibility rests with Africans. It is in recognition of 
the foregoing that the Heads of State and Government, at their Lusaka Summit of 
2001, directed the OAU General Secretariat to undertake studies on Alternative 
Sources of Funding the African Union ((Decision (AHG/Dec. 1 (XXXVII)). Subsequent 
to this, numerous other Decisions were taken on the same subject at both Executive 
Council and Assembly levels. These include the June 2006 Banjul Decision 
(EX.CL/Dec.285 (IX), the July 2007 Accra Declaration (Assembly/AU/Decl.2 (IX), the 
January 2011 Executive Council Decision EX.CL. (EX.CL/Dec.643 (XVIII) and the 
July 2011 Assembly Decision Assembly/AU/Dec.364 (XVII), many of which 
highlighted the need to identify alternative sources of financing the activities of the 
Union. The studies prepared by the Commission on alternative sources of financing 
of the AU have been discussed at various Experts and Ministerial meetings, including 
the Conferences of African Ministers of Economy and Finance in: Dakar, Senegal, in 
2005; Addis Ababa, Ethiopia, in 2008; and Yaoundé, Cameroon, in 2010. 
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6. Following Decision Assembly/AU/Dec.364 (XVII) of the AU Assembly 
requesting the Commission to expedite the process of setting up a High Level Panel 
on Alternative Sources of Financing the Union, the then Chairperson of the AU 
Commission, H. E. Dr. Jean Ping, appointed H. E. Olusegun Obasanjo, former 
President of the Federal Republic of Nigeria, as Chairperson of the Panel. Other 
members included H.E. Dr. Salim Ahmed Salim, former Secretary General of the 
Organization of African Unity (OAU); H.E. Mr. Edem Kodjo, former Secretary General 
of the OAU; and H.E. Dr. Luisa Diogo, former Prime Minister of the Republic of 
Mozambique. The North African region did not propose anyone to be a member of 
the Panel in spite of several reminders. However, H.E. Dr. Salim Ahmed Salim later 
withdrew his membership from the Panel owing to personal reasons. The Panel, 
therefore, co-opted H. E. Dr. Maxwell M. Mkwezalamba, the then Commissioner for 
Economic Affairs, as a member.  
 
II.  First Round of Consultations 
 
7. The Panel held its inaugural meeting in Addis Ababa, Ethiopia, on 15 August 
2011, to review the following eight financing options evaluated and recommended in 
a series of studies conducted by the AU Commission: 

 
(i) Private sector funding; 

A certain percentage of the revenue derived from activities carried out by 
the private sector and non-governmental organizations under the aegis of 
the African Union could be allocated for financing specific projects such as 
combating pandemics (HIV/AIDS etc.) or allocated to some large-scale 
humanitarian actions within the framework of the African Union. 
 

(ii) Levy on insurance premiums (rate 0.2%); 
The principle underlying this proposal is the imposition of a minimum of 
0.2% levy on any insurance policy taken by an African citizen or enterprise 
operating in Africa. The accruing amounts will be collected by insurance 
companies on behalf of the AU. 
 

(iii) Import levy (rate 0.2%); 
The basic principle, here, is to impose a 0.2% tax on imports of 
consumable goods excluding donations and exempted goods. The 
philosophy behind this idea is that the African Union would be financed by 
African citizens, especially those who import goods from outside the 
continent.  Under this principle, only the consumers of imported consumer 
goods will be taxed. The accruing amounts will be collected by Member 
States’ Customs Services on behalf of the AU. 
 

(iv) Levy on hydro-carbons (rate 0.5%); 
The basic principle, here, is to impose a 0.5% tax on Member States’ 
exports of hydro-carbons.  
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(v) Levy on air tickets (US$5.00 for international travel and US$2.00 for 
domestic travel);  
The principle behind this proposal is to impose a tax on all air tickets for 
flights to and from Africa as follows: (US$5 for flights out of the continent 
and US$2 on flights within the continent). 
 
IATA will be associated with the exercise and will be tasked to collect the 
funds accruing from its affiliated companies and then transfer such funds 
into the main account of AU. In the case of companies not affiliated to 
IATA, the Senegalese model could serve as vital source of inspiration. 
Countries may also collect the accruing funds and transfer them into AU’s 
account. 
 

(vi) Tourism levy (US$ 1) 
This proposal is based on the principle of imposing a levy of US$1payable 
by tourists visiting member countries. The tourism tax will be uniform in all 
African countries. It will be collected on behalf of the AU by hotels in 
collaboration with the revenue agencies of Member States. 
 

(vii) Levy on national budgets 
This proposal is based on the principle of imposing a 1% levy or 
percentage of on Member States budget. Member States will transfer 1% 
of their budget to AU. 
 

(viii) Export levy (0.2%) 
The basic principle, here, is to impose a 0.2% tax on Member States’ 
exports.  
 

(ix) Tax on sms (5 US cents) 
The basis of this proposal is to tax sms sent by mobile phone at the rate of 5 

US cents per text message sent.  

 
8. Following the review, the Panel deemed it fit to recommend the adoption of all 
or a combination of the following options:  
 

i) Private sector funding; 
ii) Levy on insurance premiums (rate of 1%); 
iii) Levy on international travel (US$2.5 for travel outside the Continent and 

US$1 for travel within the Continent); 
iv) Tourism and hospitality (US$1 for each hotel stay); 
v) Import levy (0.2% on goods imported from outside the continent). 

 
9. In addition to the above-mentioned options, the Panel proposed a levy on text 
messages at the rate of 5 cents per mobile phone text message, or any amount 
deemed appropriate by Member States. However this option was discarded because 
it is not a viable source of financing due to the fact that the cost of sending a sms in 
most of African countries is less than 5 cents. In addition, the use of social 
networking to communicate is fast growing than the use of sms. Some countries 
were strongly against it because it will have an adverse impact on poor people and 
discourage investment in telecommunication. 
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10. In the Panel’s review, consideration was given to a number of factors, 
including the flexibility of choice, resource generation capacity, equity, feasibility, cost 
of administration, sustainability, and impact on economy.  These were the main 
options that were discussed with the Member States. 
 
11. The Panel also agreed on a programme to undertake the consultations. While 
it would have been ideal to undertake consultations with all 54 Heads of State and 
Government of the Union, it was not practical in view of cost and other 
considerations. Hence, the Panel decided to limit the consultations to a selected 
number of countries, mindful of size and geographical representation, among other 
criteria. In view of this, the following countries were identified: Algeria, Egypt, Nigeria, 
Chad, Tunisia, Ethiopia, Ghana, Malawi, Namibia, South Africa, Kenya, Uganda, 
Angola, Cameroon, Cote d’Ivoire, Tanzania, Sudan, Senegal, Seychelles, Benin, 
Liberia and Togo. 
 
12. The consultations were focused on seeking the political support of Member 
States for Alternative Sources of financing the African Union. Member States were 
also to be encouraged to clear their existing arrears. 
 
13. The Panel split into two groups and undertook consultations with selected 
Member States. The High Level Panel visited the following Member States and held 
consultations at various times, either as individual Members or as a team and in no 
particular order and depending on the availability of the Panel Members and the 
Heads of States of the Member States for the consultations: Nigeria, Liberia, 
Ethiopia, South Africa, Benin, Senegal, Côte d’Ivoire, Namibia, Malawi, Equatorial 
Guinea, Togo and Algeria. 
 
III.  Outcome of the First Round Consultations 
 
14. The outcome of the consultations clearly reflects overwhelming support for 
finding alternative sources of financing the AU, with a view to identifying internal 
means to finance the continent’s development and integration agenda. The 
numerous challenges faced by the continent that require adequate resources in order 
to be solved were outlined, including peace and stability.  There was a general 
consensus that there is indeed a challenge of funding for the African Union and for 
Africa in general, which creates dependence on donors. It was also agreed that the 
principle of alternative funding of the AU was good as it would bring about economic 
independence and rid the continent of the current situation whereby donors stipulate 
the programmes of the Union they will support. 
 
15. In light of the above and taking into consideration that there is no impact on 
Member States economies, the Panel made the following recommendations to the 
July 2012 Assembly to consider the adoption of the four options identified, namely: 

 
i) US$2.00 hospitality levy per stay in a hotel instead of tourism levy; 

 
ii) US5 cents levy per text message sent; 
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iii) US$5.00 travel levy on flight tickets originating from or coming to Africa 
from outside Africa 

 
iv) Import levy (0.2% on goods imported from outside the continent) 

 
IV. July 2012 Recommendations and Updated Analysis of the impact and 

sustainability of the different options 
 
16. The July 2012 Summit considered the report of the Panel and requested the 
Commission to undertake a comprehensive study of all options to provide 
quantifiable data on the expected impact on all Member States and further requested 
that the Panel undertakes consultations with Member States and submits a report to 
the Assembly in January/February 2012. 
 
17. In compliance with the decision of the Summit, the Commission has carried 
out the study to analyse and assess the possible impact of each of the following 
proposals on the economies of Member States of the African Union as well as the 
viability and sustainability of each proposal as an alternative source of income for the 
African Union. The options considered are: 
 

i) Levy on Imports, based on the imposition of 0.2% tax on the imports of 
consumer goods; 

 
ii) Levy on Insurance Premium, based on the imposition of a minimum of  

0.2% of premium on insurance taken in Africa; 
 

iii) Levy on International Travel, based on a levy on all air tickets to and from 
Africa; 

 
iv) Tourism and Hospitality Levy, based on the principle of US$1.00 for each 

hotel stay. 
 
IV.1. Performance of African economies 
 
18. Despite the slowdown in the global economy recorded in recent years, the 
growth of African economies has averaged about 5 percent. This performance rested 
on a solid foundation, both internally and externally. Rising commodity prices, strong 
demand from emerging economies, good macroeconomic management, improved 
business environment, and the implementation of economic policy reforms have 
contributed to this exceptional performance. With improved economic governance 
and political stability, Africa has now laid the foundations for sustainable economic 
growth for the coming years. 
 

a) Imports 
 

19. Imports from Africa are constantly increasing as shown in the graph below. 
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Figure 1: Evolution of external Trade  

 
 Source: UNCTADstat 
 
20. The volume of imports from Africa almost doubled between 2005 and 2011. 
Based on the predictions made by different organizations, the volume of imports from 
Africa will continue to increase over the coming years. 

 
b) Insurance sector 
 

21. 21. Despite the fact that the number of insurance companies in Africa is still 
very low, this sector has experienced strong growth in recent years. It is envisaged 
that this sector will register unprecedented growth in the coming years. 

 
Figure 2: The revenues of the insurance billion  

 
 Source: Report of “the FANAF”, February 2013 

 
 

c) Air traffic in Africa 
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22. With an average economic growth rate of around 5%in the past ten years, the 
airspace became very profitable for several African airlines. The volume of 
passengers from Africa and other destinations is in full growth. 

 
Table 3: Level of traffic in Africa  

 North East West Centre South Africa Global 
Africa 
Share 

Passengers 
(1000) 

44,442 10,655 12,046 4,178 33,746 

105,067 1,988,328 5.3% 
Percentage by 

Region 
42.3% 10.1% 11.5% 4.0% 32.1% 

Freight (tone) 323,922 357,898 143,969 214,438 352,471 

1,392,698 38,926,634 3.6% Percentage by 
Region 

23.3% 25.7% 10.3% 15.4% 25.3% 

Departures 533,192 359,219 273,589 167,769 801,638 

2,135,407 24,995,883 8.5% Percentage by 
Region 

25.0% 16.8% 12.8% 7.9% 37.5% 

Source:  ACI & ICAO,  
d) Tourism sector 

 
23. In recent years, Africa has become one of the most popular destinations for 
many tourists. The number of tourists who choose Africa as a destination is 
constantly growing.  
 
24. In the last two decades, tourism has been the most successful economic 
sector in terms of growth with an average growth rate of 7.1% arrived tourist and 
12.5% in terms of tourism receipts. 
 

Table 4: International tourist arrivals in millions 

 
2000 2005 2009 2010 2011 

Africa  26.5 35.4 46.7 49.8 49.8 

North Africa 10.2 13.9 17.6 18.7 16.4 

Rest of Africa  16.2 21.5 29.1 31.1 33.3 

 Source: World Tourism Organization (UNTWO)  
 
IV.2. Resources resulting from the application of different options 
 
25. The study shows the possible revenues generated through each of the 4 
options. 
 

Table 5: Revenues generated per each option 

Options Amount in dollars 

Levy on Imports (0.2%) 964,246,334.11 

Levy on Insurance Premium (0.2%) 98,530,000.00 

Levy on Air ticket (US$ 5) 324,768,375.73 

Tourism Tax (US$1 per tourist) 62,582,000.00 

Total  1,450,126,709.84 

 
IV.3. Impact on different economies 
 
26. The study shows that the impact on African economies is negligible.  
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27. Following consideration of the above-mentioned instruments and in the light of 
their impact on African economies as well as their resource mobilizing potential, the 
study recommended the following: 

 
 

i) Levy on Imports (0.2%); 
 

ii) Levy on Insurance Premium (0.2%); 
 

iii) Levy on Air ticket (US$ 5); 
 

iv) Tourism Tax (US$1 per tourist); 
 

V.  Suggestions of the High Level Panel to reach a final decision 
 
28. The Chairperson of the High Level Panel and the Chairperson of the AUC 
during their meeting held on the 19th April 2013 in Addis Ababa, Ethiopia, after 
discussion the findings of the study and modalities to reach a consensus on 
alternative sources of financing of the AU, agreed to convene two consultative 
meetings of the High Level Panel; one in Cape Town, South Africa, in the margins of 
the World Economic Forum on Africa on the 7th May; the second one in Addis 
Ababa, Ethiopia, on 24th May 2013 and recommended the following: 
 
V.1. Further consultations 
 
29. The meeting agreed to undertake further consultations with some key Member 
States (particularly Small Island countries, Touristic countries and countries with big 
airlines companies) in order to prepare the final Report that would be considered by 
the Assembly of Heads of State and Government on 26th May 2013 as the next 
Summit is expected to take a final decision on this matter. 
 
V.2. Two adjusted proposals 
 
30. The following two adjusted options from the previous ones were proposed:  

 
1) US$10.00 travel levy on flight tickets originating from Africa and going to 

destinations outside or coming to Africa from outside Africa; and  
 
2) US$2.00 hospitality levy per stay in a hotel. 
 

V.3. Revenue and Impact of the two adjusted Proposals 
 
31. Based on the suggestions of the Panel, the Commission forecasted the 
revenues to be generated through these two options and potential impacts on 
selected Member States’ tourism sectors. Applying these two options ($ 10 
international flights (excluding Africa) and 2 dollars on hotel stay), a receipt of $ 650 
million per year is obtained from the tax on air tickets and $ 113 million a year from 
the levy on hotel stay. The implementation of these sources of funding will, therefore, 
enable the African Union to generate total revenue of $ 763 million annually. 
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Table 6: Revenue generated 

 Arrivals of 
tourist 

(thousands) 

Number of 
arrivals 

passenger 
(thousands) 

Air ticket 
revenue (in 

US$) Taxes= 10 
dollars 

Taxes for 
each tourist 
(2 dollar for 
each tourist) 

 Total 62,582  64,954 649,536,751 112,647,600 

 
32. Tourism demand in Africa is strongly correlated to the following factors: (i) The 
income factor; (ii) The price factor; (iii) Indicators of tourism(transport and 
accommodation); and (iv) The psychosocial factors (taste, preferences, age, socio-
professional category, the quality / price ratio, etc.). 
 
33. Different elasticities obtained for individual African countries show that the 
increase in price of accommodation of tourists due to a tax of the African Union has 
virtually no impact on tourism demand. Hospitality levy does not reduce the number 
of tourists visiting African countries. Therefore, there is no impact on Africa’s 
economy. 
 
34. With regards to the air ticket impact, the passenger flow in Africa is closely 
linked to the following elements: 
 

 The quality of supply (capacity of the aircraft, the number of lights offered 
by airlines); 

 

 The air fare which varies from the distance between the airport of 
departure and the arrival airport; 

 

 The importance of tourism in the region where the airport in question and 
which can be measured by the share of tourists served by the airport in 
question relative to the total regional tourist area, or the number of 
tourists visiting the country;  

 

 Special events (September 11, 2001 in the U.S., the attacks of Djerba in 
April 2002) represented by variables which value is zero except where 
they are happened. 

 
35. Different elasticities obtained for individual African countries show that the 
rising price of tickets from a tax of the African Union has virtually no impact on the 
flow of passengers which means that the demand for travel will not diminish. Africa’s 
economy will not suffer from raising air ticket fares by US$10. 
 
V.4. Outcome of the 24th May 2013 Meeting 
 
36. The Panel considered the issue of private contributors and suggested that 
there should be a stand-alone fund through a Foundation to allow private sector, 
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individual contributors and governments to voluntarily contribute towards Africa’s 
development. The Panel emphasised that under no circumstances should these 
funds be accessed without normal budget process of the AU.  
 
 
VI.  Final Conclusion and Recommendations 
 
37. In view of the set ambitions of the African Union within the framework of the 
African integration process, it is imperative that innovative sources of funding other 
than the traditional sources, be identified and mechanisms for their mobilization be 
established with a view to making the African Union more autonomous in its quest for 
the Continent’s integration. The African continent has the means for this policy, given 
its abundant wealth, some of which are yet to be exploited, as long as the political will 
to do so is affirmed and the strategic guidelines are given. 
 
38. n fact, the analysis of the macroeconomic dynamics of Member States of the 
African Union shows a general trend towards improvement since 2000. This positive 
evolution is also observed in the sectors affected by the proposed options.  
 
39. According to the analyses, the application of different options does not have a 
real impact on the positive economic development observed in Member States, but 
quite on the contrary, it makes it possible to instil new impetus into the integration 
process, which is to the advantage of the latter. 
 
40. Clearly, the rational use of the funds mobilized will be the subject of major 
discussion. Today, raising the issue of the African Union’s absorption capacity in 
matters of financial resources is to deny financial self-sufficiency to the continent.   
The current structures for management of funds at the African Union have to be 
overhauled to ensure prudent and optimum utilization of the funds mobilized.  
 
41. The Panel recommends that 10 per cent of the funds generated from these 
proposals should go into a Trust Fund as a strategic reserve of the AU. The 
utilization of the balance of the funds should be determined as part of the budget of 
the AU on an annual basis. Two areas that must be prioritized are peace and security 
and infrastructure development.   
 
42. The commemoration of the fiftieth anniversary of OAU/AU offers a propitious 
and indeed an historic opportunity to find a definitive solution to Africa’s financial 
needs, thereby releasing the continent’s potentials and creating robust and 
sustainable economic growth and hence lifting the youth of Africa out of degrading 
unemployment.  
 
43. The High Level Panel therefore invites the Assembly to: 
 

 Take note of the final Report of the High Level Panel; 
 

 Adopt the two options identified, namely: 
 

a) US$2.00 hospitality levy per stay in a hotel; and; 
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b) US$10.00 travel levy on flight tickets originating from Africa and 
going to destinations outside or coming to Africa from outside 
Africa.  

 

 Allow a transition period of one year for Member States to adjust their 
fiscal and other legal instruments to fast-track the operationalization of 
these options; 

 

 Mandate the AUC to prepare an implementation  strategy to 
operationalize the two options and report back to the July 2014 Assembly 
of Heads of State and Government; 

 

 Mandate the AUC to liaise with the International Air Transport 
Association (IATA);  

 

 Request AUC to establish an account with AfDB for all monies accruing 
from these options and such money must enjoy gains emanating from 
the Bank’s portfolio management; 

 

 Agree that 10 per cent of all funds accruing should be set aside for AU’s 
strategic reserve; 

 

 Agree that no money will be disbursed from this alternative funding 
without normal AU budgetary process and approved by the Assembly; 

 

 Agree that an AU Foundation should be established to accommodate the 
private sector, individuals and any other donations or contributions.  

 

 Decide that the implementation of the two identified options of funding 
shall enter into force for the 2015 budgetary year; 
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