
  

 

 We, the members of the G20 Africa Advisory Group (AAG), held our first meeting in 2026 
on 30 June 2026. The virtual meeting brought together G20 partners, including guest 
countries and Compact with Africa (CwA) member countries, as well as representatives 
from the World Bank Group (WBG), the International Monetary Fund (IMF), the African 
Development Bank (AfDB), the African Union (AU), the African Center for Economic 
Transformation (ACET), and the European Commission (EC). 

Update on the G20 Compact with Africa Initiative 

 We thank the WBG for its update on progress and developments under the CwA, covering 
the pilot engagements, the operationalization of the Multi-Donor Trust Fund (MDTF) and 
the plans to resume regular reform matrix updates. The WBG announced that it will 
engage with all CwA member countries and invite them to update their existing reform 
matrices, with a view to re-establishing a regular reporting process across all Compact 
countries ahead of the next AAG meeting. This will further strengthen the credibility and 
visibility of the Compact. 

 The Co-Chairs renewed their appeal to all G20 members and guest countries to consider 
contributing to the World Bank Multi-Donor Trust Fund, which enables the World Bank 
to step up its technical support on the ground in Compact member countries. In this 
context, South Africa signalled its intention to contribute to the MDTF  — a strong signal 
of the co-ownership of the CwA initiative. 

Current Global Economic Challenges: Risks and Opportunities for African Economies 

 We thank the AfDB for its presentation on the key risks, challenges and emerging 
opportunities for African economies, drawing on the joint policy brief published with the 
AU, the United Nations Economic Commission for Africa and the United Nations 
Development Programme on the impacts of the Middle East conflict on Africa. The 
presentation highlighted how quickly rising energy, food and fertilizer prices and currency 
depreciations transmit to African economies through trade disruptions, price shocks and 
financial market volatility. While Africa has shown remarkable resilience amid recurrent 
global shocks, real GDP growth is projected to moderate to 4.0–4.2 percent in 2026, with 
most CwA member countries expected to grow at a slower pace and vulnerable 
populations affected most. At the same time, the presentation pointed to emerging 
opportunities — including reconfigured global value chains and deeper regional 
integration — and outlined policy options across three horizons: immediate shock 
absorption, medium-term resilience and long-term strategic autonomy. 

 Angola shared their national experiences and strategic responses to the current global 
environment, highlighting the importance of strengthening economic resilience through 
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diversification. To reduce its dependence on imported refined fuels, the country is 
investing in its domestic refining capacity. Angola also emphasized the importance of 
expanding local fertilizer production to strengthen food security and reduce vulnerability 
to global market fluctuations. Delegates acknowledged the different transmission 
channels affecting resource exporters and importers alike, and underlined the importance 
of tailored, country-specific policy responses and diversification. 

 The African Union noted that while the current geopolitical environment is constraining 
the ability of many African countries to build long-term resilience, it also presents an 
opportunity to advance structural transformation and strengthen the continent’s position 
in the global economy. In the short term, the African Union aims to strengthen 
macroeconomic and fiscal stability, mobilize emergency financing, and enhance policy 
coordination across the continent. Over the medium to long term, the African Union seeks 
to accelerate progress through regional integration, including by implementing the 
African Continental Free Trade Area, and strengthened domestic resource mobilization. It 
highlighted that peace and security are essential to unlocking Africa's economic potential 
and presented the private sector as a key strategic partner in realizing the continent’s 
opportunities.  

 The European Commission affirmed the continued relevance of the CwA. It noted that 
developing countries, particularly in Africa, are disproportionately affected by higher 
energy and fertilizer prices resulting from the Middle East crisis. Based on their lessons 
learned, the European Commission emphasized that responses to energy shocks should be 
targeted, temporary and fiscally sustainable. Simultaneously, investments in renewable 
energy, electrification and energy infrastructure should be accelerated, and energy supply 
routes diversified. On fertilizers, the European Commission highlighted the European 
Union’s efforts to expand production capacities in African countries, promote 
diversification, and strengthen food security through enhanced support from multilateral 
development banks, including the European Investment Bank and the European Bank for 
Reconstruction and Development.  

Mobilizing Domestic Resources and Attracting Foreign Investment in CwA Member 
Countries 

 We thank the WBG for its presentation on the principles for effective and efficient support 
for domestic resource mobilization. Many developing countries, including a significant 
number in Africa, still collect less than 15 percent of GDP in tax. Progress towards this 
threshold has stalled in many countries, while untapped revenue potential remains 
significant, particularly in low-income countries. Key obstacles include narrow production 
bases and widespread informality, capacity constraints and a lack of trust between 
taxpayers and the state. Sustained progress therefore requires country-led, multi-year 
reform efforts focused on institution building, supported by coordinated technical 
assistance and peer learning across the entire reform cycle — from diagnostics and 
medium-term revenue strategies through implementation, monitoring and evaluation. 
The presentation also underlined the importance of coordinating bilateral and regional 
support with the operations led by multilateral institutions.  

 Egypt presented its national experience with domestic revenue mobilization, with a 
particular focus on recent and ongoing tax reform efforts, key achievements and next 
steps. Egypt’s reform programme rests on building trust between the tax administration 
and the business community and on widening the tax base, with the aim of raising the tax-
to-GDP ratio to around 15 percent over the medium term. The first package of Egypt’s tax 
facilitation strategy — including a simplified regime for small enterprises, caps on 
penalties, the settlement of legacy tax disputes and penalty-free voluntary disclosure — has 
produced strong measurable results, with over 120,000 registrations under the simplified 
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system, more than 600,000 additional tax returns filed for the period 2020–2024 and a 
significant increase in declared tax. A second facilitation initiative launched in FY2025/26 
deepens the shift towards an incentive-based, digitized and taxpayer-friendly 
administration. Delegates welcomed Egypt’s reform momentum as an encouraging 
example of progress in a challenging global environment. Morocco presented its national 
tax conference in 2019 as the starting point for the modernization of its tax reform. 

 We thank the IMF for its presentation on the findings of its study “Attracting Investment 
in Uncertain Times: Fiscal Policy and Institutional Drivers of FDI in Low-Income 
Countries”. Low-income countries continue to receive only a small share of global Foreign 
Direct Investment, concentrated in sectors with low R&D intensity. The study finds that 
fiscal discipline and strong fiscal institutions — particularly revenue administration and 
public financial management — are key drivers of FDI in low-income countries, with 
effects that strengthen in times of elevated uncertainty. When considered jointly, fiscal 
institutions emerge as the most important institutional driver, and stronger fiscal 
institutions are also associated with higher-quality FDI. Fiscal incentives such as tax cuts 
or special economic zones attract investment only where fiscal institutions are already 
strong. 

Outlook 

 The AAG is scheduled to reconvene in the second half of 2026. The format and exact date 
will be communicated in advance. The Co-Chairs encouraged Compact member countries 
to liaise with the World Bank to update their reform matrices over the coming weeks and 
to propose items for the agenda of the next meeting by email to cwa@bmf.bund.de. 


