
 
 
 

 
 

Promoting the SDGs through good governance in 

public finance 

Good financial governance (GFG) is a key element when it 

comes to effectively fulfilling the international community’s 

pledge to combat global poverty (BMZ 2014). All countries 

need sound public finance systems to achieve their 

development goals and translate the 2030 Agenda into action. 

Therefore, GFG is crucial for developing, emerging, and 

industrialized countries alike.  

From an SDG viewpoint, good financial governance 

represents as much a goal in itself as a lever for the 

achievement of the implementation of the 2030 Agenda 

overall: SDG target 16.6 aims at effective, inclusive, and 

accountable institutions; 16.5 calls for the reduction of 

corruption and bribery in all their forms; SDG target 17.1 

addresses the need to mobilize domestic resources for 

development through improved revenue collection. Good 

financial governance also helps to reduce inequality through 

appropriate fiscal policy as emphasized in SDG target 10.4. 

Finally, achieving good financial governance objectives 

critically underpins the effective, efficient, and accountable use 

of scarce resources towards the realization of the SDGs.  

In turn, the 2030 Agenda and its SDGs intersect all dimensions 

described by the German development cooperation’s strategy 

on promoting good financial governance: the normative, 

technical, and political-economy dimension.  

The normative GFG dimension promotes sustainable 

development and pro-poor growth. It reflects the fundamental 

tenet of the SDGs to “leave no one behind”, with 

corresponding goals and targets aiming at ending poverty and 

reducing inequality by 2030.  

The technical GFG dimension, aimed at strengthening 

public financial management capacities in our partner 

countries, is covered by SDG target 17.9. It states that targeted 

capacity-building is needed to support the implementation of 

national plans aligned with the 2030 Agenda.  

The broad range of the 2030 Agenda aimed at breaking up 

sector siloes and tackling systemic issues through promoting 

policy and institutional coherence (SDG targets 17.13 and 

17.14) intersects the political-economy dimension of GFG.  

Successful reforms of public finance systems are complex 

undertakings. They are dependent on political, economic, 

social, and historical-cultural factors. The support of public 

finance reforms aimed at implementing the 2030 Agenda not 

only needs to focus on traditional stakeholders like finance 

ministries, audit institutions, tax administrations, parliaments, 

and civil society but should also include sector ministries and 

form multi-stakeholder partnerships (SDG target 17.17). The 

Extractive Industries Transparency Initiative (EITI) is a well-

established multi-stakeholder-initiative with a proven track 

record in resource-rich countries. This successful initiative has 

been promoted by German development cooperation at global 

and country level for many years. 

 

GFG subcomponents and their relevance to the 

SDGs  

Domestic Resource Mobilization (DRM) is critical in the 

financing of the 2030 Agenda as highlighted in the Addis 

Ababa Action Agenda (AAAA), the result of the Third UN 

Conference on Financing for Development in 2015. The 

UNSDSN (2015) estimates, that annually an investment of 

USD 1.4 trillion is necessary to turn the SDGs into reality. 

While some of this can be funded through private investment 

 

Achieving the SDGs 

The role of good financial governance 

Good financial governance in German 

development cooperation 

Good financial governance is the transparent, legitimate 

and development-oriented state action in the area of 

public finance, on the income and expenditure side; it 

implies efficient and accountable state institutions and 

financial administrations that are based on the rule of law, 

efficient audit institutions and parliamentary and civil 

society control mechanisms. 

German development cooperation is currently (as of early 

2017) implementing 30 bilateral, regional and global GFG 

programs funded with EUR 40 Mio p.a. in technical and 

financial assistance.   



and Official Development Assistance (ODA), domestic 

resources are needed to provide sufficient funding, 

highlighting the importance of this sub-component. DRM 

describes the capacity of a government to generate income 

through taxes, fees, levies, or other related resources. 

Domestic resources are less volatile and more sustainable than 

ODA payments. German development cooperation is 

strengthening DRM by supporting tax policy and tax 

administration reforms with the overarching goal to improve 

taxpayer compliance. Enhancing international cooperation on 

tax matters to reduce the incidence of tax base erosion, profit 

shifting, and other illicit financial flows by multinational 

enterprises may also improve DRM. 

Achieving the SDGs requires actions across a broad range of 

issues – it demands moving away from the more traditional 

siloed approach of sector ministries responsible for single 

policies to a more holistic approach. Governments need to 

align their key development goals in accordance with the 2030 

Agenda and source adequate financing in support of their 

development plans. Good financial governance promotes 

sustainable development for a variety of sectors. One example 

is the support of environmental sustainability, since GFG 

strengthens partner countries’ budget capacities so that 

international financial resources for climate protection 

purposes can be accessed and used efficiently. By supporting 

public budget reform, German development cooperation 

aims to ensure that partner countries’ expenditure planning 

and management is development-oriented and contributing to 

the implementation of the SDGs. Partner countries are 

enabled to allocate, manage, and spend their public 

budgets in accordance with their comprehensive 

development strategy. This support may take the form of 

improving medium-term planning, introducing performance-

oriented budgeting, or upgrading accounting, monitoring, and 

reporting.   

Governments need to be held accountable for their 

implementation of the 2030 Agenda. Key instruments for 

achieving accountability are budget transparency and 

participation. They ensure that stakeholders such as the 

legislature, media, civil society, and national audit bodies have 

the means to influence, monitor, and learn from the process. 

Holistic financial control promotes the rule of law and aims 

to build effective, accountable, and independent institutions 

(SDG 16). External control monitors compliance with 

budgetary provisions in regard to budget implementation and 

guarantees the dedicated, economical, and proper 

administration of government funds. German development 

cooperation supports the establishment of audit offices and in 

the capacity building of its officials. Independent Supreme 

Audit Institutions advance confidence in public institutions. 

Finally, control mechanisms can evaluate and monitor the 

implementation of sectoral policies, for example, the 

implementation of climate polices (SDG 13) or the sustainable 

use of terrestrial ecosystems (SDG 15). 

Another important tool for governments is development-

oriented spending in public procurement. SDG target 12.7 

explicitly mentions sustainable procurement activities that are 

in accordance with national policies and priorities.  

Localizing the SDGs and providing revenue to subnational 

administrations or governments is another prerequisite for 

achieving the 2030 Agenda and also provides a challenge to 

good financial governance. In our partner countries this means 

supporting fiscal decentralization and intergovernmental 

financial relations. German development cooperation works 

to improve financial management at the subnational level and 

to promote an adequate distribution of public resources at 

Figure: Good Financial Governance Concept, BMZ (2014). 



various levels of government in line with the distribution of 

tasks and functions aimed at achieving the SDGs.  

Furthermore, promoting good financial governance in 

resource-rich countries contributes to the sustainable 

management and efficient use of natural resources (SDG 

target 12.2) thereby helping to ensure sustainable consumption 

and production patterns (SDG 12). 

Fragility is one of the main obstacles to the implementation of 

the SDGs – which is why there is a strong focus through SDG 

16 as well as through the AAAA. Today over 1.5 billion people 

live in countries affected from conflict or fragility. How public 

finances are managed and how accountable a state is towards 

its citizens is a precondition for a state’s legitimacy. Good 

financial governance is a prerequisite for statehood and for 

overcoming fragility.  

 

GFG as a lever for the whole 2030 Agenda 

Supporting good financial governance is a recommended 

approach to assist in achieving a wide range of SDGs. Policy 

goals such as better healthcare, education and infrastructure 

need funding and should be incorporated into public budgets. 

Increasing domestic revenues is a requirement for developing 

countries to enable them to invest more of their own resources 

in high-priority services such as health (SDG 3) and education 

(SDG 4), reducing their dependence on donor funding for key 

programs. In the end, DRM can give rise to more sustainable 

and inclusive growth (SDG 8), and to poverty reduction (SDG 

1). 

The 2030 Agenda also demands the reduction of inequality 

(SDG 10) by allowing free access to jobs, education and public 

services while also requiring equal treatment in wages, taxes 

and public support independently from gender, social status, 

wealth, ethnicity and religion (SDG 5). From a GFG 

perspective, several tasks and public management reforms can 

reduce the inequitable treatment of citizens through better 

budget planning and execution. This not only includes a fair, 

transparent, and efficient tax system but also redistributive and 

fair public expenditure management. Lastly, public cost 

control through supreme audit institutions can promote 

accountability regarding the use of public funds to reduce 

inequality. 

Through the benefits of effective and accountable public 

procurement, there are indirect effects on different sectors. 

Improved acquisition of medication supports good health and 

well-being (SDG 3). In the water and sanitation sector, public 

procurement affords transparent and well-organized 

concessions for water providers to ensure decentralized 

availability of sustainable water management and sanitation 

(SDG 6).  

 

Outlook  

There are several closely related topics to GFG like 

administrative reform (SDG 16.6), public registries (SDG 

16.9), and statistics including data, monitoring, and 

accountability (SDG 17.17). These factors should be given 

more attention in the near future in order to further untap the 

potential of development cooperation thus contributing to 

2030 Agenda.  Administrative reform is essential for 

development given that it is the state’s administrative system 

which plans national strategies and goals, executes the budget, 

and performs monitoring and evaluation. Civil registries 

including birth, marriages and death have also received little 

attention in the past. Their importance became particularly 

evident with the increase in forced displacement in recent 

years. For monitoring the progress of the 2030 Agenda 

implementation, sound and valid data at country level is 

necessary. For the first time, the 2030 Agenda foresees a 

voluntary review mechanism sustained by countries. Data for 

this review mechanism must be provided by statistic offices 

and state administration.  

 

References:  

BMZ 2014: Good Financial Governance in German 

Development Cooperation: Promoting good governance in 

public finance, BMZ Sector Strategy Paper. 

UN 2015a: Addis Ababa Action Agenda of the Third 

International Conference on Financing for Development 

(Addis Ababa Action Agenda, AAAA), A/RES/69/313. 

UN 2015b: Transforming our world: the 2030 Agenda for 

Sustainable Development, A/RES/70/1. 

UN SDSN (2015): Investment Needs to Achieve the 

Sustainable Development Goals.  

 

  

Published by: 
Deutsche Gesellschaft für 
Internationale Zusammenarbeit (GIZ) GmbH 
 
Registered offices 
Bonn and Eschborn, Germany 
 
Address 
65760 Eschborn, Germany 
T +49 61 96 79-0 
F +49 61 96 79-11 15 
E info@giz.de 
I  www.giz.de 
 
Eschborn, 2017 

Responsible: 
Lukas Fischer, Stephanie Schrade, Susanne Thiel 
 
URL links: 
Responsibility for the content of external websites linked in this publication 
always lies with their respective publishers. GIZ expressly dissociates 
itself from such content. 
 
GIZ is responsible for the content of this publication. 

http://www.bmz.de/en/publications/type_of_publication/strategies/Strategiepapier342_04_2014.pdf
http://www.bmz.de/en/publications/type_of_publication/strategies/Strategiepapier342_04_2014.pdf
http://www.bmz.de/en/publications/type_of_publication/strategies/Strategiepapier342_04_2014.pdf
https://sustainabledevelopment.un.org/frameworks/addisababaactionagenda
https://sustainabledevelopment.un.org/frameworks/addisababaactionagenda
https://sustainabledevelopment.un.org/frameworks/addisababaactionagenda
https://sustainabledevelopment.un.org/post2015/transformingourworld
https://sustainabledevelopment.un.org/post2015/transformingourworld
http://unsdsn.org/resources/publications/sdg-investment-needs/
http://unsdsn.org/resources/publications/sdg-investment-needs/
http://www.giz.de/


Table 1: Overview of Sustainable Development Goals 

 
Good financial governance supports the implementation of national social protection 

systems to end poverty (Target 1.3) and provides a framework to bring poverty reduction 

on the public agenda on international, national, and local level (Target 1.b). 

Public Finance reforms can strengthen the right of the poor and the vulnerable for access 

to basic public services (Target 1.4).  

 Good financial governance promotes the effectiveness and efficiency of public health 

systems to ensure universal access and quality (Target 3.7). 

A strengthened health system is the requirement for universal health coverage, including 

financial risk protection and the access to medicines and vaccines (Target 3.8). 

 

Good financial governance in the education sector can reduce inequality in education 

including gender disparities but also exclusion of people with disabilities, children, and 

indigenous people (Target 4.5). 

 Instruments like gender budgeting reduce inequality through the provision of public 

services and social protection policies for everyone (Targets 5.1 and 5.4). 

Strengthened public health based on GFG standards ensures access to reproductive and 

sexual health care for women (Targets 5.6 and 5.c). 

 

Good financial governance promotes fiscal, tax, wage, and social protection policies 

reducing inequality (Target 10.4). 

 Good financial governance promotes accountable and transparent decentralized resource 

mobilization and application of funds on local level.   

GFG strengthens the provision of infrastructure, transport system as well as housing and 

environmental policies in an accountable and transparent way (Targets 11.1 und 11.2.)  

 GFG promotes sustainable management and efficient use of natural resources in extractive 

industries and agricultural sectors (Target 12.2).  

GFG affords transparent and accountable procurement practices according to national and 

public interests (Target 12.7) by use of restructuring of taxation and subsidies (Target 12.c).  

 Good financial governance supports the integration of climate change measures into 

national policies, strategies, and planning in coherence to GFG standards (Target 13.2). 

Good financial governance promotes cities and communities as decentralized actors in 

climate change and the reduction of carbon emission (Target 13.b). 

 Good financial governance in terms of effective, accountable, and inclusive institutions at 

all levels is a requirement for sustainable development (Target 16.6). 

Consequently, GFG promotes the reduction of illicit financial flows as well as the return of 

stolen assets and encourages the combat of organized crime (Target 16.4). 

 

Good financial governance promotes domestic resource mobilization from a variety of 

resources including reinforced development cooperation as well as domestic taxes and 

revenues (Targets 1.a and 17.1).  

German development cooperation stimulates international cooperation enhancing the 

implementation of effective and targeted capacity building to make the Sustainable 

Development Goals by 2030 possible (Target 17.9). 

 


