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3. Sub-Saharan Africa Growth Reset: Reforms
to Unlock Private Sector Drive

Sub-Saharan Africa’s growth remains too weak to deliver income convergence, reflecting persistently low
productivity and challenges to a pivot towards private sector-led growth. Past growth spurts—often driven
by commodity booms or public investment—have proved transitory, leaving the state as the dominant growth
engine amid rising debt, high borrowing costs, and declining aid. This model is no longer viable.

The payoff from reform is large. IMF staff analysis shows that closing half the gap with emerging markets in key
“foundational” areas—governance, business regulation, and the external sector—could raise regional output
by up to 20 percent over 5-10 years, through higher investment, stronger productivity, and greater labor force
participation, provided macroeconomic stability is preserved. Governance reforms, in particular, deliver
durable dividends by leveling the playing field, boosting tax compliance, and strengthening state capacity.

Yet reform success hinges as much on how reforms are designed and implemented as on which reforms are
chosen. Sequencing foundational reforms first, bundling complementary measures, addressing distributional
impacts, and adapting ambition to institutional capacity are critical. State-owned enterprise reform—especially
in infrastructure—is central to lowering costs, crowding in private investment, and containing fiscal risks.

Looking ahead, countries should tailor reform strategies to their circumstances: comprehensive, bundled
reformswhere capacity is strong; foundational governance reforms and early wins where itis weak; and stronger
transparency and revenue management in resource-rich economies. With macroeconomic stabilization
advancing across the region, the conditions are in place for a renewed reform push. Anchored in a credible
social contract and supported by clear communication and broad ownership, cost-effective supply-side
reforms can unlock private sector-led, job-rich growth and help the region harness its demographic dividend.
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3. Sub-Saharan Africa Growth Reset: Reforms to Unlock Private Sector Drive

The Growth Imperative: Why Reforms Can No Longer Wait

Economic growth in sub-Saharan Africa remains insufficient
to achieve income convergence with other regions, despite
strong performance in a number of countries, including
Benin, Céte d'lvoire, Ethiopia, Rwanda, and Uganda. Over
the past two decades, growth in real income per capita
has lagged well behind that of other developing regions
(Figure 3.1). At the region’s average real GDP per capita
growth rate of the past three years (1.4 percent), incomes
would take about half a century to double, implying a further
widening of the convergence gap.

This stalled convergence partly reflects weak productivity,
a conclusion that is robust across multiple indicators.
Average labor productivity in the region has been broadly
flat for nearly three decades, diverging markedly from
trends in other regions (Figure 3.2). Consistent with this,

Figure 3.1. GDP per Capita, 1965-2025
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Note: EMDE = emerging market and developing economies;
SSA = sub-Saharan Africa.

growth-accounting exercises point to only a modest contribution from total factor productivity (an indicator of
economy-wide efficiency), averaging % percentage point over the past quarter century. In resource-intensive

economies, total factor productivity has weighed on growth since the end of the commodity boom, further

constraining medium-term growth prospects (Figure 3.3).

Many growth spurts in sub-Saharan Africa have proved transitory because the transition to a private sector-led

growth model failed to materialize. Output expansions driven by commodity booms or (often inefficient) public

investment have frequently fallen short of catalyzing sufficiently strong and durable private investment to sustain
growth beyond the boom period (Figure 3.4). As a result, the public sector remained the main growth engine in

many countries.

Figure 3.2. Labor Productivity Growth,
1991-2024
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Figure 3.3. Sub-Saharan Africa: Decomposition
of GDP Growth, 2000-09
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Note: The chart presents the decomposition of GDP growth into
changes in labor and in the capital stock, with TFP obtained as
residuals. TFP = total factor productivity.
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Structural reforms are critical to pivot toward a job-rich,
private sector-led growth model.! With policy space
constrained by elevated debt levels, high borrowing costs,
and waning aid, transitioning from a public sector-led
growth model to one in which the private sector drives

Figure 3.4. Sub-Saharan Africa: Public and
Private Investment and Growth in Resource-
Intensive Countries (Excluding Oil Exporters),
2000-24
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when implemented in the context of robust horizontal
policies (IMF 2024a; IMF 2025; Baquie and others 2025).

Structural Reforms: Where Does Sub-Saharan Africa Stand?

Based on a comprehensive database of reform indicators, sub-Saharan Africa trails other regions, particularly
in governance, despite notable pockets of progress.? Relative to other developing regions, gaps are especially
pronounced in “foundational” reforms—governance, business regulation, and external sector.®> Governance indi-
cators have broadly stagnated over time, whereas business-regulation measures have improved only modestly
and from a very low base. At the country level, some reformers stand out. Mauritius and Seychelles strengthened
government effectiveness and service delivery by improving policy formulation and implementation and insu-
lating the civil service from political pressures. Rwanda and Benin cut red tape and leveraged digitalization to
improve the business environment, beginning in 2000 and 2016, respectively.

At the same time, SOEs (which dominate in key infrastructure sectors) have displayed weak financial and
operational performance. SOEs are estimated to account for 30-50 percent of GDP in a sample of 14 sub-Saharan
African countries (Khasiani and others 2023). However, their weak financial positions and operational inefficiencies
impose significant fiscal burden and constrain their ability to deliver reliable services. About 40 percent of SOEs
in the region are unprofitable, with an estimated average annual losses of about 1 percent of GDP (Wezel and
Carvalho 2022). These losses are partly driven by tariffs set below cost-recovery levels, which erode cash flows
and capital, undermine maintenance, and limit investment in new capacity needed to expand service provision to
meet rising needs.

' Structural reforms are policies that bring regulatory and legal changes to help remove impediments to efficient resource allocation
and raise productivity and potential growth, for example, by reshaping the incentives and rules under which markets operate.

2 The data source is the Structural Reforms in EMDEs Updated Dashboard, which draws from an IMF Staff Discussion Note (Budina and
others 2023).

3 Governance measures institutional quality using the six Worldwide Governance Indicators: voice and accountability, political stability,
government effectiveness, regulatory quality, rule of law, and control of corruption. Business regulation measures the extent to which
regulations and bureaucratic processes in each country might hamper private sector activity by restricting entry and decreasing
competition. External sector reforms describe the extent to which countries can freely exchange goods and services, as well as ideas;
it captures the degree of economic freedom in trade and external finance reforms. Of note, “regulatory quality” (under “governance”)
and "business regulation” are complementary—not substitutes—in that the former evaluates the overall strength of a country’s regulatory
system (de jure), whereas the latter deals with tangible rules and requirements that businesses must follow, and their implementation
in practice (de facto).
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Reaping Reform Dividends

Closing half the structural gap with emerging markets in key reform areas could raise sub-Saharan Africa’s
aggregate output by up to 20 percent over 5-10 years. IMF staff analysis suggests that these gains would be
driven by higher investment, stronger productivity growth, and greater labor force participation, conditional on a
stable macroeconomic environment (Figure 3.5).

Governance reforms deliver particularly large and durable dividends. Beyond curbing corruption—through
enhanced transparency and accountability in public resource management, digitalization, and stronger oversight—
they boost tax compliance and strengthen state capacity (IMF 2019a). More fundamentally, improved governance
levels the playing field for businesses and households alike, fostering fair competition and confidence in public
institutions. Targeted anti-corruption measures—including stronger auditing practices, enhanced transparency
in beneficial ownership, robust conflict-of-interest rules, and public asset declaration systems—can help address
public concerns regarding the use of public funds and lay the groundwork for broader structural and institu-
tional reforms.

Similarly, sound business regulation and trade-friendly reforms foster competition and firm dynamism by lowering
barriers to entry and allowing resources to shift toward most productive activities, thereby lifting productivity (see
Hansen-Addy, Parrilli, and Tingbani 2024; World Bank 2024). Effective enforcement is essential, as is regulatory
simplicity, often supported by digitalization. Overly complex rules invite discretion and rent-seeking, stifling inno-
vation. Mauritius, for example, bolstered contract enforcement and property rights while streamlining regulation
and reducing compliance costs.

The growth dividends from reform vary considerably across countries. Oil exporters and fragile and conflict-af-
fected states are estimated to benefit the most, in part because they start from a lower base and face wider reform
gaps (Figure 3.6). While halving the gap with emerging markets represents an ambitious regional goal, several
sub-Saharan African countries have demonstrated that deep and sustained reforms are achievable. Botswana'’s

Figure 3.5. Sub-Saharan Africa: Dividends from
Closing Gaps Relative to Emerging Markets in
Key Structural Reform Areas

(Cumulative percent change over 5-10 years)

Figure 3.6. Sub-Saharan Africa: Distance to
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(the lightest portion of the bar corresponds to growth dividends
from closing 25 percent of the gap, and the darkest represents
cumulative growth dividends from closing 50 percent of the
gap). The reported effects represent the cumulative five-year
output response to closing the reform gap, estimated using the
local projection method (Jorda 2005), building on previous IMF
work (IMF 2019b; Budina and others 2023). A gradual closing of
the reform gap would yield the same cumulative effect but over
a longer period of time.

percentile) of the distribution, and the middle line represents
the median. Whiskers extend to one-and-a-half times the inter-
quartile range, with any values beyond this range treated as
outliers.

APRIL 2026 o INTERNATIONAL MONETARY FUND

31



32

REGIONAL ECONOMIC OUTLOOK-Sub-Saharan Africa

long-standing success in leveraging diamond wealth, underpinned by transparent revenue management, rule
of law, and a predictable policy environment, supported a sustained annual growth rate of about 12 percent
between independence (1966) and 1990. Among non-resource-intensive countries, Cote d'lvoire’s reform drive
after the 2010-11 political crisis restored institutional credibility and investor confidence, helping attract foreign
investment—FDI has increased more than tenfold, reaching $3.3 billion by 2024-and supporting average growth
of about 7 percent over the past five years. Since the crisis, the country has closed more than half of its gover-
nance gap relative to emerging markets. Earlier episodes of economic liberalization from the mid-1980s to the
1990s yielded substantial growth payoffs in the 2000s (in Ethiopia, Ghana, Tanzania, and Zambia).

Reforming SOEs can also generate significant dividends. Private firms consistently identify unreliable and costly
electricity supply as one of the most binding constraints on their operations, with more than 70 percent expe-
riencing power outages (World Bank 2024). Therefore, SOEs reform is critical to lowering production costs,
expanding and improving service delivery, and containing fiscal risks from contingent liabilities. Consistent with
this, evidence shows that investors place greater weight on market access (which is tightly linked to infrastructure
quality), a stable economic and political environment, and a skilled labor force than on tax incentives (IMF 2015).

“The How”—Making Reforms Work: Design, Sequencing,
and Political Economy

Even when constraints are correctly diagnosed, reforms often falter at the design, political, and implementation
stage. Effectiveness hinges as much on the "how” as on the “what” of reform, for three main reasons. First, reform
dividends are frequently backloaded: the benefits materialize with a lag, beyond electoral cycles, discouraging
leaders from spending political capital on measures whose payoffs they may not reap, and instead incentivizing
visible but low-impact actions. Second, reforms inevitably create winners and losers. Vested interests tend to
mobilize against change—even when aggregate gains are large—raising the political cost of reform. Third, imple-
mentation is often constrained by technical and administrative capacity or derailed by exogenous shocks, risks
that need to be anticipated and mitigated at the design stage. In this context, a central task is to make reforms
incentive-compatible, socially acceptable, and credible-by aligning stakeholders incentives and embedding
robust monitoring and accountability mechanisms within a broadly shared social contract.

Sequencing matters: foundations first. By easing the most binding constraints, foundational reforms create a
stable, market-friendly environment that levels the playing field and attracts domestic and foreign investment.
Early progress on such reforms yields two complementary benefits: early wins help build momentum and socio-
political support, and stronger foundations raise the payoff from subsequent liberalization by ensuring it occurs
in a well-regulated environment. Two mutually reinforcing pillars underpin these foundations: macroeconomic
stability—a pre-condition for a sustained, private sector-led growth—and strong institutions with predictable rules.
At the same time, implementing “foundational reforms” tends to be most challenging, especially in the presence
of powerful vested interests, putting a premium on ownership and social consensus (below).* Moreover, institu-
tion-building takes time, suggesting that foundational reforms should be implemented alongside measures that
generate quicker, visible wins. In business regulation, for example, one-stop online registration platforms have
eased firm entry in Benin, Kenya, and Rwanda, creating momentum for deeper reforms such as risk-based inspec-
tion (food and standards agencies in Rwanda and Ghana), professionalized inspectorates and public e-registries
of regulations (Ghana's Business Regulatory Reforms portal), and commercial appeals courts (in Benin, Kenya, and
Rwanda). More recently, Nigeria has begun addressing long-standing macroeconomic imbalances, laying the
foundations for growth.

4 South Africa’s 2018 Judicial Commission of Inquiry sought to expose and deter state capture by powerful public servants.
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Bundling reforms unlocks complementarities. Although sequencing matters, some reform packages yield larger
and faster gains when implemented together (Duval and Furceri 2018; Campos, De Grauwe, and Ji 2025).
Experiences across sub-Saharan Africa illustrate these (potential) synergies. Pairing SOE reform with pro-com-
petition regulation can foster private sector participation rather than entrench monopolies, as illustrated by the
ongoing electricity sector reform in South Africa. In Kenya, competition policy combined with oversight of instant
payment systems helped translate mobile-money innovation into broader productivity gains (Paelo and Roberts
2022). On governance, policy and institutional reforms are more effective when complemented by enhanced
oversight, monitoring, and accountability mechanisms. At the regional level, harmonizing regulations for goods
and services, investment regimes, and digital trade under the African Continental Free Trade Agreement (AfCFTA)
would help deepen intra-regional trade (ElGanainy and others 2023).

Prioritizing SOE reform can help close the region’s large infrastructure gap. Foundational reforms such as
governance and business regulation—discussed earlier—are equally relevant for SOEs, which dominate key
infrastructure sectors. SOE reform typically includes strengthening governance and transparency to limit political
interference and corruption; hardening budget constraints by making subsidies explicit and limiting contingent
liabilities, including through clearer articulation of social mandates; professionalizing management and boards
through performance contracts, ideally in the context of a broader public service reform; and opening sectors
to appropriately regulated private sector participation. Improving SOE transparency, corporate governance,
management, and oversight (such as transparent and timely financial reporting) and reforming pricing—
notably alignment with cost-recovery levels—have large productivity dividends, with estimated improvements
of 5-10 percent (IMF 2020). These SOE reforms are particularly challenging where SOEs oversight is limited,
underlining the importance of transparency and strong governance. International experience, including South
Africa’s ongoing power sector reform, suggests a pragmatic playbook: act opportunistically during crises;®> map
stakeholders and incentives; get prices right (Parry and others 2016); be transparent about social goals such as
access expansion; and clearly communicate how net savings will be used.

Distributional considerations should be integral to reform packages. Reform packages should pair economy-wide
benefits with targeted measures that cushion near-term costs for vulnerable groups and facilitate adjustment. In
South Africa, the Free Basic Electricity policy for indigent households and means-tested fee waivers provide a
social floor that mitigates affordability pressures. Well-designed cash transfer systems can also be made shock
responsive, as in Ethiopia's Productive Safety Net Program, Kenya's Hungry Safety Net Program, and Ghana's
Livelihood Empowerment Against Poverty. Design details matter: transfers should be well targeted, time bound
(for example, clear sunset clauses for temporary compensation), and supported by up-to-date social registries
and digital payments that enable quick deployment as seen in Benin, Ghana, and Kenya. Beyond compensa-
tion, reform packages typically involve several measures with heterogeneous distributional effects, reinforcing the
importance of candid communication.

Go incremental where capacity is weak. Although “high-depth,” first-best reforms (which fundamentally alter
incentives and institutions) deliver larger growth dividends (Figure 3.7), the odds of their full implementation are
significantly lower—especially in countries with constrained institutional capacity—than those of “low- and medi-
um-depth” reforms.® In such contexts, a phased, second-best approach may be preferable: breaking complex
reforms into manageable steps that yield quick, tangible results can build credibility and momentum. For
instance, business-regulation reform can start with online firm registration before advancing toward risk-based

5 South Africa’s 2024 Electricity Regulation Amendment Act launched a shift to an open market platform for competitive trading and
paved the way for the establishment of a Transmission System Operator, a step meantto end decades of vertically integrated monopoly
and unlock private capital for new capacity, although careful execution and regulatory clarity will determine the gains.

¢ The “depth” of structural reforms is a measure of how far-reaching a structural reform is under an IMF-supported program
(IME MONA database; IMF forthcoming). “"High-depth” reforms entail permanentinstitutional changes (for instance, legislative changes
requiring parliamentary approval) or other measures with a directlong-lasting impact. “Low-depth” reforms do notin themselves bring
about change but constitute steps toward a policy change (for instance, feasibility studies or diagnostics).
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oversight, competition, and judicial and insolvency frame-
works. Tracking progress transparently through publicly
available key performance indicators—such as processing
times, costs, and appeals outcomes—is essential to enhance
accountability and sustain investor confidence.

Societal ownership is central to reform success. Durable
reform requires a credible and binding social contract.
Reform coalitions need to map vested interests and
understand constraints and broker bargains that can
be sustained over time (Dercon 2022). Even with sound
diagnostics and technical design, reforms are more
likely to endure when they are cross-partisan, extend
beyond electoral cycles, and are shaped through early
and genuine public consultation. Communication should
clearly articulate expected benefits, while being candid
about implementation lags, and the cost of inaction.
Institutionalized  public consultation and systematic
stakeholder engagement help foster trust (IMF 2024b).
Achieving a balance between state capacity and societal
oversight—the “narrow corridor” described by Acemoglu
and Robinson (2019)—can support a robust social contract.

Figure 3.7. Sub-Saharan Africa: Estimated
Growth Dividends for “"High-Depth” and
"Low- and Medium-Depth” Reforms
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Note: The panel regression comprises annual data from 2001
to 2025 for sub-Saharan African countries with IMF-supported
programs in place. The chart reports the estimated coefficients
and standard errors from regressions of cumulative per capita
GDP growth since program approval, interacted with reform
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depth is defined as a mean structural conditionality depth
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Jamaica's Economic Program Oversight Committee offers a  reform depth above the 66th percentile (top one-third).

well-known example outside the region: an independent
body comprising the government, civil society organizations, and private sector representatives to monitor the
country's reform program after debt restructuring. In sub-Saharan Africa, South Africa’s Operation Vulindlela

illustrates how structured engagement with social partners can support difficult reforms in electricity and logistics.
Because reforms often entail short-term costs and delayed gains, they are best launched early in political cycles
(Gaspar, Gupta, and Mulas-Granados 2017). Crises can also open windows of opportunity, as seen recently in

Ethiopia (2020-23), Ghana (2023), South Africa (2023-present), and Zambia (2020).

National development plans (NDPs) should be made actionable. Most countries anchor reforms in NDPs, but
these often remain aspirational—characterized by broad objectives, weak prioritization, optimistic financing
assumptions, and limited accountability. Strengthening their effectiveness requires translating plans into priori-
tized, sequenced, and costed actions; aligning them with realistic multiyear financing; and embedding binding
monitoring frameworks that assign responsibilities and enforce accountability.

Building state capacity is indispensable. Strong state capacity is critical for meaningful structural transformation,
particularly in an increasingly complex economic environment where governments must reconcile competing
objectives within a mutually enforceable social contract (Acemoglu and Robinson 2019; Besley, Bucelli, and
Velasco 2025). Peer-to-peer learning, better management of institutional knowledge, and robust systems to track
implementation and enable mid-course corrections can smooth reform paths. The international community can
reinforce these efforts by directing increasingly scarce resources toward sustained state-capacity building.

The Road Ahead

Well-designed, well-sequenced, and broad-based structural reforms can deliver sizable socioeconomic dividends.
Beyond raising growth, such reforms improve service delivery by a capable state and translate into higher living
standards. Although reform design is complex and political economy constraints are substantial, experiences in
sub-Saharan Africa and elsewhere show that success is more likely when reforms are tailored to each country’s
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circumstances, carefully sequenced, and supported by inclusive stakeholder engagement and clear, candid
communications. Although governments can provide the initial impetus, growth can only be sustained if private
investment is crowded in, making supply-side reforms imperative.

Countries with stronger macroeconomic fundamentals and greater institutional capacity should pursue compre-
hensive, bundled reform packagesthat build on existing foundations to further catalyze private sector participation.
Priorities include deepening financial markets, liberalizing trade, and removing the remaining regulatory barriers
that constrain investment, innovation, and firm dynamism.

Fragile and capacity-constrained states should focus on foundational governance and targeted early wins.
Strengthening governance, enhancing accountability and integrity, securing property rights, and improving
contract enforcement are critical to restoring confidence and enabling private activity. In these contexts, sustained
investment in state capacity is a first-order priority to support reform design, implementation, and enforcement.

Resource-rich economies should prioritize enhancing governance and transparency in natural resource manage-
ment. Deploying resource revenues strategically toward productivity-enhancing infrastructure, improving the
business environment, and curbing rent-seeking are essential to foster private sector development and avoid the
“resource curse.”

SOE reform warrants particular attention. In sectors such as electricity and connectivity, reforming SOEs can
both limit pressures on the public budget and boost efficiency, lowering cost and expanding access to meet the
needs of a growing population. Successful SOE reform requires transparent processes, strong governance, and
clear accountability.

Ongoing macroeconomic stabilization efforts across the region provide a solid foundation for a renewed structural
reform push. Building on this base, cost-effective supply-side reforms—adapted to an increasingly complex
economic environment—can level the playing field among economic agents and help harness the region’s
demographic dividend. To be durable, these efforts must be anchored in a robust social contract, informed by
structured stakeholder engagement, and supported by clear and candid communications on the why, what, who,
and how of reform.
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