With an uncertain and volatile
outlook, authorities must reduce
| vulnerability to future shocks.

Uganda.

This requires rebuilding buffers
and insuring economies against
large tail risks. In an interview

with Prosper Magazine’s Martin
Luther Oketch, the International
Monetary Fund resident
representative, Ms Izabela
Karpowicz provides solutions for

s Izabela, give an overview
on how the IMF Reglonal
Economic Outiook for Sub-
Saharan Africa of October
2022 messages apply to

U
Policy priorities for Uganda remain
broadly unchanged compared with
our recommendations in April. Uganda
must step up revenue-based fiscal con-
solidation and prioritise spending to-
wards social sectors to cater for the rap-
idly growing population and fill educa-
tion gaps that have widened during the
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pandemic- related closures. Monetary

policy must thread carefully to bring | SSEF

core inflation back to target within :
the relevant forecast horizon while re-
maining appropriately supportive of :
the slowing recovery. Investment in :
green infrastructure is a relevant pri-
ority for the medium term to boost :
growth and protect against climate :
shocks thus boosting agricultural pro-

ductivity and securing livelihoods.

The government is planning to ra-

try for their activity?

Uganda has a low level of tax reve-
nues - below 13 percent of GDP. Reli-
ance on domestic revenue mobilisa
tion is a top priority to compensate for
the continuing decline in donor sup
port and non-tax revenue. This is why
the NDPIII targets a 2.4 ppt of GDP in-

crease in tax revenue. Tax expenditure

rationalisation is expected to increase
the tax revenue ratio to GDP and comy
pensate for the declining grants. Be-
cause of this, the government s efforts
in the direction of data collection and
transparency in this area are applaud-
able. More recently the adoption of a
tax expenditure rationalisation frame-
work and a plan to reduce tax expen-
ditures under the IMF- supported a
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major accomplishment and pre- :
condition for moving decisively in
the direction of eliminating waste- :

tives do not appear to have sizable :
effects on investment in the long © ~
term. Other factors are more impor- -

i stabilit,low corruption, good in-
frastructure, a skilled labour force

and others.

What is the IMF's latest outiook '

for the SSA reglon?

The International Monetary Pund
Regional Economic Outlook for Sub-
Saharan Africa for October 2022 ;
shows that for many policymak- 3
ers in sub-Saharan Africa including
Uganda, the road ahead is daunt.. :
ing- With growing social needs, ris- e
ing imbalances, and elevated risks
the recent crisis has pushed many :
of them even closer to the edge. De- :
pleted buffers and shrinking poli- :
cy space leaves little room for error. :
and decisions must often strike a,

difficult balance across competing

demands, which the International
Monetary Fund describes as fight-

ing fires.

What shocks are the SSA

mies undergoing pe

currently?
Sub-Saharan Africa’s outlook is af-
fected by unfavourable global dy-

namics: the slowdown in ady :

economies and

volatile commodi

g'sht?‘ financial conditiong
evelopments are weighi

the post-Covidiig ghing on

ty prices, and
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: adding complexity to the policy ded
: sion. Inflation has picked up sharply
:  driven by rising food prices, which has
: affected the poor disproportionately
: In some countries food security is ar
i issue also because of climatic change
: Fiscal buffers are eroded by the weak
: external demand and the fallout fron
: the pandemic lockdowns which hav
: stalled progress with revenue mob
: lisation. Monetary policy space is 2
80 limited as it must address rising 10
¢ flation and respond to demands for
: stronger credibility yet risks undes
: mining growth recovery further

: What must the 88A countries do
: to overcome the current economic
: shocks?

:  The pressing policy priorities for U
: Tregion are; rebuilding buffers, insu/

i Ing economies against risks, strength

: mmhﬂ frameworks, and 1mprov
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Ing growth- supporting reforms to a0

i dress macroeconomicimbalances U

cessful fiscal consolidation will requurt

revenue mobilisation, prior

i tising spending where possible,and 17

i creasing the public spending efficicr
¢y.Credible medium-term fiscal fram:

€an raise trust in fiscal sustaind

buity(j;nmeﬂuce exposure to shifts in 115
Om;unﬂ‘ t,and lower borrowing cost
: grad tion, central banks can mov®
ﬂllhu;lll]ye‘we" that the recovery !

and domestic demand pre

i Sureshave not been an important dri”
F"'hﬂaﬁmwm,wxmmw pol
i 'Y approach—that considers the /!
i Calstance and exchange rate develop
:‘;"d‘-{h the most prudent way 107




