
To make progress in enforcing business contracts in Africa, several actions are 
needed. Laws must be updated and adapted to the current needs and realities 
of African countries, and the delay, cost and uncertainties involved in resorting to 
the courts for the protection of business contracts must be reduced through an 
overhaul of the judicial systems to make them more efficient and transparent and to 
ensure respect for the rule of law (see chapter 6).

Accounting and auditing standards and practises
Sound accounting and auditing standards and practises are key elements of good 
corporate governance and play an important role in promoting private sector–led 
growth and development. The advantages of applying internationally accepted 
standards and practises are numerous. These include ensuring that financial re-
ports are prepared in a standardised manner, thus facilitating comparisons both 
within and across countries, encouraging a certain level of disclosure of important 
information to enhance investor confidence in the health of companies, promoting 
transparency, reducing the likelihood of misappropriation and simplifying the pro-
cess of tax assessment. 

To secure these benefits, many African countries, including Ghana and Malawi, have 
taken steps to prepare national rules and regulations on accounting and auditing 
based on international standards and practises, provide internationally recognised 
training in accounting and auditing, created professional organisations to make sure 
that accountants and auditors abide by internationally recognised standards and 
practises, and become members of international organisations devoted to regulat-
ing and ensuring good practises and standards by accountants and auditors.

In addition, in South Africa the Public Financial Management Act of 1999 created 
the Accounting Standards Board to set standards based on local and international 
best practises for the preparation of the annual financial statements of all depart-
ments and public institutions. Before South African companies can be listed in 
the Johannesburg Stock Exchange, they must prepare their financial statements         
according to the South African Generally Accepted Accounting Principles, which 
is based on the standards set by the International Federations of Accountants and 
International Accounting Standards Board, of which South Africa is a member. 

The accounting and auditing standards and practises in Burkina Faso are derived 
from those in place for the West African Economic and Monetary Union (UEMOA), 
which has adopted several texts and established several structures to regulate 
the accounting and auditing practises in its member countries: the UEMOA West 
African Accounting Code, the Permanent Council on the Accounting Profession, 
the National Order of Accounting Experts and Chartered Accountants in UEMOA 
States, the National Council of Accounting Experts in UEMOA States and the                      
Official Management Centers in UEMOA States. 

There are shortcomings in several African countries in the legal and institutional 
arrangements for making sure that accounting and auditing are conducted on 
the basis of internationally accepted standards and practises. In some cases 
the problem is one of legal gaps. Another problem is the absence of formalised                             
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arrangements and channels of communication with professional bodies outside     
Africa. In Mauritius, for example, the auditing profession is largely unregulated at the 
national level. Instead, there is reliance on professional bodies in the United 
Kingdom or India to regulate and ensure that accountants and auditors con-
form to the codes and standards of the professional organisations to which they 
belong. However, when there are breaches of the rules and ethical guidelines of these 
organisations, these violations are often not reported to the professional organisa-
tion, or the organisation is unwilling to sanction an overseas member without a 
formal reporting channel. 

To address these deficits ECA (2002) has recommended that of the 70 codes and 
standards dealing with economic and corporate governance, African countries
endeavour to observe as much as possible seven fundamental international, 
regional and domestic codes and standards as a minimum requirement. Four of 
them relate to corporate governance in general, including accounting and audit-
ing. They are the OECD’s Principles of Corporate Governance, the International            
Accounting Standards of the International Accounting Standards Board, the 
International Standards on Auditing of the International Federation of Accountants 
and the Core Principles for Effective Banking Supervision of the Basel Committee 
on Banking Supervision. Such compliance would represent a major step towards      
ensuring that internationally accepted practises of accounting and auditing are 
practised in the region.

Concluding remarks

African countries deserve credit for the efforts they have made to promote private 
sector–led growth and development, including granting a range of fiscal incen-
tives to investors, establishing special institutions to facilitate and promote private 
investment, especially FDI, and supporting the private sector in general, espe-
cially pushing the informal sector to become part of the formal sector. These and 
other measures demonstrate that, in general, at the higher levels of policymaking,           
African governments have become more favourably disposed to treating the private        
sector as a legitimate and reliable partner in economic development and that they 
are taking steps to strengthen partnership with the private sector and associating 
the sector in decisionmaking that affects its development. In addition, African gov-
ernments have continued efforts to expand and develop physical infrastructure to 
attract private investment and make it more profitable and efficient. In this respect, 
steps have been taken to privatise infrastructure facilities, especially in the energy 
and telecommunications sectors. 

Several factors account for not attracting more FDI, among them the high adminis-
trative and financial barriers to investment, the absence of the capacity needed to 
translate sound policies into action, discrepancies between policy declarations and 
how these policies are implemented, difficulties faced by domestic entrepreneurs in 
gaining access to credit and political instability and high rates of crime. Inadequate 
protection of property rights, including patents, intellectual property rights and 
shareholders rights, difficulties in enforcing business contracts through the courts 
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and the failure of many African countries to ensure free movement of labour, access 
to land and the ability of entrepreneurs to operate freely in all parts of the country 
are additional obstacles to creating a conducive environment for the development 
of the private sector.

This suggests that incentives and inducements for private investors are not enough 
and may not in fact be the most appropriate measures. Broad issues of economic 
and overall governance, such as sound economic and public financial manage-
ment and accountability and the integrity of the monetary and financial systems 
need to be addressed and issues of corporate governance must be tackled. While 
African countries are increasingly adopting internationally accepted accounting and 
auditing standards and practises, more effort is required. Improvements are also 
needed in internal control and audit to strengthen the independence of controllers 
and auditor generals and to ensure that the legislative bodies effectively oversee the 
activities of the executive and follow up on the reports of the controllers and auditor 
generals.

Partial, half-hearted and limited reforms are not likely to succeed. The reform effort 
must be all encompassing, and all aspects of governance, including political, insti-
tutional and legal, should be addressed simultaneously. This is a large and lengthy 
task that demands enormous perseverance and sacrifice from African countries 
and requires the wholehearted support of the international community to succeed.
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