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Executive Summary

1. NAVIGATING UNCERTAINTY

Growth in sub-Saharan Africa is projected to remain at 3.2 percent in 2019 and rise to 3.6 percent in 2020.
Growth is forecast to be slower than previously envisaged for about two-thirds of the countries in the region.
The downward revision reflects a more challenging external environment, continued output disruptions in
oil-exporting countries, and weaker-than-anticipated growth in South Africa.

Growth prospects vary considerably across countries in the region in 2019 and beyond. Growth is projected to
remain strong in non-resource-intensive countries, averaging about 6 percent. As a result, 24 countries, home

to about 500 million people, will see their per capita income rise faster than the rest of the world. In contrast,

growth is expected to move in slow gear in resource-intensive countries (2%2 percent). Hence, 21 countries are
projected to have per capita growth lower than the world average.

Inflation is expected to ease going forward. While the average sub-Saharan African-wide debt burden is
stabilizing, elevated public debt vulnerabilities and low external buffers will continue to limit policy space
in several countries.

The outlook faces further downside risks. External headwinds have intensified compared to April and include
the threat of rising protectionism, a sharp increase in risk premiums or reversal in capital inflows owing to
tightening global financial conditions, and a faster-than-anticipated slowdown in China and in the euro area.
Regionally, near-term downside risks include climate shocks, intensification of security challenges, and the
potential spread of the Ebola outbreak beyond the Democratic Republic of the Congo. In addition, fiscal
slippages, including those ahead of elections in some countries, and a lack of reform in key countries could
add to deficit and debt pressures. Over the medium term, a successful implementation of reforms, including
in the context of the African Continental Free Trade Area (AfCFTA), could pose significant upside risks.

A three-pronged strategy that reduces risks and promotes sustained growth across all countries in the
region requires:

* Carefully calibrating the near-term policy mix: Amid limited buffers and elevated debt vulnerabilities
in some countries, policymakers have limited room for maneuver to counter external headwinds. The
room for supporting growth remains mainly on the monetary policy side and is restricted to countries
where inflation pressures are muted and growth is below potential. In the event downside risks materialize,
fiscal and monetary policy could be carefully recalibrated to support growth, in a manner consistent with
debt sustainability and available financing, and as part of a credible medium-term adjustment plan. In
countries that are growing slowly, the pace of adjustment could be made more gradual, provided financing
is available, or its composition fine-tuned to minimize the impact on growth. In fast-growing countries
that are facing elevated debt vulnerabilities, the priority remains rebuilding buffers.
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* Building resilience: This would help the region sustain longer episodes of strong growth. Building
resilience, including to weather-related, health, and security challenges, would require mobilizing domestic
revenue, streamlining inefficient subsidies, and improving public financial management (Chapter 3) to
strengthen sovereign balance sheets and create fiscal space for development needs. Promoting economic
diversification, improving macroeconomic policy frameworks, and reducing nonperforming loans (NPLs)
would also reduce countries’ vulnerability to shocks.

* Raising medium-term growth: Raising per capita growth rates, especially for resource-intensive
countries, is essential to sustain improved social outcomes and create jobs for the 20 million (net) new
entrants poised to join labor markets every year. Comprehensively tackling tariff and nontariff barriers
in the context of the AfCFTA, developing regional value chains, and implementing reforms to boost
investment and competitiveness (Chapter 2) could lift the region’s medium-term growth.

2. COMPETITION, COMPETITIVENESS, AND GROWTH IN SUB-SAHARAN AFRICA

Chapter 2 studies the state of product market competition in sub-Saharan Africa. Although there is
considerable heterogeneity across countries, more than 70 percent of the countries in the region are in the
bottom half of countries globally in terms of competition indicators. Firm markups are about 11 percent
higher in sub-Saharan African countries relative to other emerging market economies and developing
countries and are more persistent. State-owned firms are also more prevalent. Empirical analysis suggests

that increased competition can boost real per capita GDP growth rate by about 1 percentage point through
improved export competitiveness, productivity growth, and investment. It can also substantially improve

the purchasing power of consumers by lowering prices of goods and services, especially of food and other
essential items. In addition, competition helps to increase labor’s share in output, potentially having important
distributional consequences as well. To improve product market competition, a holistic reform strategy would
encompass steps to reduce structural and regulatory barriers; an effective competition policy framework

that comprises a strong competition law backed by an independent and adequately resourced competition
authority; trade and investment policies that encourage foreign competition; and supportive fiscal and
procurement policies.

3. DOMESTIC ARREARS IN SUB-SAHARAN AFRICA: CAUSES, SYMPTOMS, AND CURES

Based on a database of domestic arrears in sub-Saharan African countries, Chapter 3 finds that domestic
arrears have been pervasive in many countries, reflecting weak public financial management. Furthermore,
arrears have increased in recent years (to about 3.3 percent of GDP in 2018), following the 2014 commodity
price shock. However, despite the prevalence of arrears, their causes, effects, and consequences are not well
understood. The chapter finds that domestic arrears negatively impact private sector activity and the delivery
of social services while increasing banking sector vulnerabilities and undermining citizens’ trust in the
government. Arrears also weaken the ability of fiscal policy to support growth, casting doubt on the merit

of relying on arrears financing to avoid spending cuts. The chapter then discusses approaches to clear arrears
(verification, prioritization, liquidation) and to prevent their accumulation, including through public financial
management reforms, building buffers, and timely external supports.



