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Budget support 

Supporting our partners' development strategies 

Budget support means that international donors 
jointly transfer their funds directly into the national 
budget of developing countries. This allows these 
countries to increase their spending for poverty al-
leviation and to implement their development 
strategies. To ensure that development policy 
goals are achieved, an intense policy dialogue is 
part of budget support. KfW Development Bank 
provides budget support only to reform-oriented 
partner countries. Payments are dependent on 
whether specific development goals are achieved. 
KfW Development Bank also assists partner gov-
ernments with accompanying measures to budget 
support, for instance, advice in public financial 
management.  

Context 
Individual and fragmented projects, e.g. the construc-
tion of a school or a hospital are not sufficient to allevi-
ate poverty in developing countries. Instead, structural 
measures and extensive reforms are needed to ensure 
that development funds benefit the poor in an effective 
and sustainable way. This is the starting point for budg-
et support: it helps partner countries implement their 
national development strategies. 
 
To this end, partner countries and donors jointly set 
annual development goals. How these goals can be 
achieved is discussed together at the highest political 
level. One important advantage of budget support is 
that the funds contributed by various donors are consol-
idated and managed in a uniform process. This greatly 
streamlines the workload of partner countries that re-
ceive funding from a number of donors. 
  

To ensure that budget support functions as intended 
and funds are used to reduce poverty, it is important 
that national control mechanisms such as federal audit 
offices work effectively. In addition, parliament and civil 
society must be involved to ensure that state activities 
are transparent and the government can be held ac-
countable. Budget support does not mean indiscrimi-
nately showering money on a country. It is only granted 
to reform-oriented partner countries and is tied to strict 
conditions: the partner country is required to align its 
policies with poverty reduction, the protection of human 
rights and effective public finance management. 

The KfW development approach 
Since 2003, KfW Development Bank has been provid-
ing budget support to selected partner countries to as-
sist them in implementing their national development 
strategies. KfW reviews in advance whether minimum 
standards are met in public financial management and 
anti-corruption efforts. This lowers what is known as the 
fiduciary risk, i.e. the risk that funds earmarked to re-
duce poverty are not spent as planned. 
In addition to financial support, KfW Development Bank 
also provides expertise and technical assistance to its 
partner countries.  

 
 

Budget support 
Package of measures 
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KfW actively supports the German Embassies in con- 
ducting political dialogue within the framework of budget 
support. Working together with the partner and other 
donors, the policy dialogue shapes long-term reforms. 
These reforms are designed to improve the overall 
framework for public services which in particular benefit 
the poor. KfW makes use of lessons learned in other 
projects involving Financial Cooperation which are car-
ried out in parallel to budget support, e.g. expanding the 
energy and water supply systems. Political dialogue 
also makes it possible to address controversial issues, 
such as corruption or human rights, at the highest politi-
cal level. 
 
Technical assistance is geared toward improving public 
financial management and thus contributes to good 
financial governance. As a result, budget management 
becomes more transparent and efficient. Parliament, 
the media and civil society all get a more important role. 
The measures that accompany budget support also 
strengthen the supervisory authorities, such as federal 
audit offices or anti-corruption agencies, and make tax 
administration more efficient. Budget support therefore 
indirectly mobilizes other resources which are available 
to alleviate poverty and reduce partner countries' de-
pendency on donor funding. 
 
According to various evaluations, countries that have 
received budget support from Germany strongly align 
their national budgets with meeting development goals. 
This has made it possible for many partner countries to 
achieve impressive results. 
 
 

Burkina Faso – Fighting poverty 

Burkina Faso is one of the poorest countries in the 
world. The United Nations' Human Development 
Index ranked Burkina Faso 183 of 188 countries in 
2015. Over 40% of the roughly 17 million Burkin-
abé people live in absolute poverty. To support 
Burkina Faso in its fight against poverty, Germany 
and 6 other donors provide general budget assis-
tance and specifically promote public finance. In 
2015 donor payments made up around 15.5 per 
cent of the total budget of the Sahelian country.  
 
The domestic political situation has a significant 
negative impact on the investment climate and 
thus on economic growth in Burkina. Domestically 
generated income repeatedly lags behind fore-
casts, therefore limiting the investment budget of 
the federal government. Still, the Burkina govern-
ment has continuously implemented the public fi-
nance reform agenda. The progress made in this 
area continues to be upheld as a model in the re-
gional context. The budget assistance and accom-
panying policy dialogue have ensured that the sec-
tors relevant to poverty have received stable fund-
ing over the years. An extensive budgetary survey 
conducted in 2014 also showed that, despite a 
continued high rate of population growth, poverty 
in Burkina Faso has declined slightly.   
 
German development cooperation focuses on 
combating corruption, strengthening the Court of 
Auditors and introducing programme budgets. 
 

 

 

Budget support is mainly dedicated to the country's education and 
health systems. Source: Photo Archive / Bernhard Schurian 


