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Using an Africa-wide macroeconometric model, this paper assesses the impact of the 
coronavirus disease (COVID-19) pandemic on economic growth and fiscal and trade 
performance in Africa. The findings reveal that gross domestic product (GDP) growth 
in 2020 will be between 4.8 and 8.4 percentage points lower than the baseline sce-
nario without COVID-19. This translates into an estimated real GDP loss of between 
$200 billion and $220 billion in 2020. The pandemic has also widened fiscal defi-
cits and raised public debt, while trade deficits have improved slightly. Although GDP 
growth is forecast to recover by an average of 2 per cent in 2021 and 1.4 per cent in 
2022, in real terms, it will still be below pre-COVID-19 levels, despite a strong recov-
ery. The results imply that the pandemic has posed a critical threat to African econ-
omies, leading to a further contraction of GDP, exacerbating the consequences of an 
already limited fiscal space. African countries should therefore act boldly and pursue 
a coordinated and concerted macroeconomic policy mix to mitigate the impact of the 
pandemic and stimulate economic activity. Furthermore, governments should embark 
on policies that could tackle structural issues by addressing constraints to economic 
growth and improving productive capacities and the business environment in order to 
attract investment and enhance domestic resource mobilization.

Keywords: pandemic, macroeconomic modelling, COVID-19, Africa

JEL classification no.: E17, I12

Abstract
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1. Introduction

Since early January 2020, the coronavirus disease (COVID-19) has spread rapidly 
from its epicentre in China to all regions of the world, leading to a global health 
and economic crisis. By the end of October 2020, COVID-19 cases had exceed-
ed 36 million worldwide and 1.5 million in Africa. Less than a year ago, the scant 
literature that existed on the economics of pandemics discussed the Spanish flu 
outbreak between 1918 and 1920, the outbreak of severe acute respiratory syn-
drome (SARS) in Asia and the Ebola outbreak in Africa. The discussions often fo-
cused on mortality, with few details on the economic consequences of a pandemic. 
A few studies examined the macroeconomic impact of pandemics (Lee and McK-
ibbin, 2003 and Edwards, 2005). However, despite their important policymaking 
implications, they did not explicitly focus on Africa. More recently, the Economic 
Commission for Africa (2015) assessed the macroeconomic impact of Ebola in the 
affected West African countries. 

Studies have rarely looked at the economic effects of the COVID-19 pandemic, 
which have often been underestimated or downplayed, focusing instead on mor-
tality. COVID-19 has shown the extent to which economic activities can be dis-
rupted. It has also shown how important it is to understand the economic effects 
of pandemics and to determine what economic policies can be adopted to mitigate 
the health and economic consequences. This paper tends to fill this gap by inves-
tigating the macroeconomic effects of the COVID-19 pandemic in Africa using an 
Africa-wide aggregate macroeconometric model.

Our analysis shows that GDP growth in 2020 will be between 4.8 percentage 
points (optimistic scenario) and 8.4 percentage points (pessimistic scenario) lower 
than the baseline scenario without COVID-19, amounting to a loss in real GDP 
of between $200 billion and $220 billion in 2020. The fiscal deficit will have wid-
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ened and public debt increased, but trade deficits will have improved slightly. GDP 
growth is expected to recover in subsequent periods, averaging 2.0 per cent in 
2021 and 1.4 per cent in 2022, still below pre-COVID-19 levels. 

The paper is structured as follows. Following the present introduction, section 
2 provides a conceptual framework that discusses the channels of transmission 
and pathways through which the pandemic could impact economic activities in 
the short run. Section 3 briefly discusses the Economic Commission for Africa’s 
macroeconomic model as the methodology used to investigate the impact of the 
pandemic on African economies. It highlights the main aspects of the macroeco-
nomic model, while describing the key behavioural equations and economic policy 
instruments captured in the model framework. The section also outlines the as-
sumptions used for constructing various scenarios in assessing the impact of the 
pandemic. Section 4 presents the macroeconomic effects of the pandemic on Afri-
can economies, while the final section discusses policies that could ameliorate the 
adverse effects of the pandemic and accelerate the recovery process.
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2. Conceptual  
framework

The spread of the COVID-19 outbreak is likely to have a significant negative im-
pact on Africa’s growth and development, exacerbating the effects of the already 
prevailing global headwinds affecting the continent. The outbreak is having severe 
consequences for African countries, especially due to the continent’s close links 
with China and affected emerging and developed economies, its weak national 
health-care systems and its limited capacity for screening, testing and quarantin-
ing suspected cases. Consequently, the economic costs through travel, trade and 
financial market linkages are expected to be high, as are both the direct and indi-
rect knock-on effects, thus further narrowing the fiscal space of countries, most 
of which are already facing difficulty in financing activities aimed at achieving the 
Sustainable Development Goals of the 2030 Agenda for Sustainable Development 
and the aspirations of the Agenda 2063 of the African Union.

The main impacts of the pandemic on African countries’ socioeconomic develop-
ment are being felt through international trade and investment. These two main 
channels of transmission are illustrated in figure I. 

The effects will mainly emanate from strong trade and tourism links between Af-
rican countries and their global partners (e.g., the United States of America, the 
European Union, China, economies in the Middle East and emerging economies in 
other parts of the world), which have been severely affected by the outbreak. Like 
African countries, those countries are experiencing significant trade declines due 
to a fall in global economic activity, which has decreased demand for African goods 
and services, especially commodities. As a result, African governments’ revenues 
and international reserves have both declined, which has affected African coun-
tries’ fiscal performance and debt sustainability potential. 
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African countries have also faced a decline in investment flows from emerging and 
developed economies. The global economic slowdown and supply disruptions also 
impact portfolio investment outflows from Africa, leading to a fall in forex reserves 
that could lead to currency depreciation, which could drive inflationary pressures 
in African economies. This could further affect consumption patterns owing to the 
loss of purchasing power by households.

On the private side, the global slowdown affects remittances to Africa, which in 
turn, impacts both private consumption and investment in the continent. On the 
public side, public health expenditure is likely to have increased as part of efforts to 
save the lives of people who have contracted the virus and to contain the spread of 
the virus, with much of that expenditure diverted away from public investment in 
certain productive sectors of the economy. This reduction in investment will damp-
en economic growth potential. The growth slowdown will be further exacerbated 
by the effects of the outbreak on the labour force, with the drop in attendance at 
work and, in some cases, a total shutdown of many economic activities, thereby 
affecting production patterns and changing consumption patterns, which will in 
turn, have a significant impact on Africa’s already sluggish growth.

4

Figure I: Economic impacts of the COVID-19 outbreak: a general analytical framework
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3. Methodology

The Africa-wide model is an aggregate macroeconometric model that largely fol-
lows the theoretical harmonization found in the World Economic Forecasting 
Model of Department of Economic and Social Affairs of the United Nations Secre-
tariat. The Africa-wide model is characterized by the Keynesian demand side in the 
short run and the neoclassical supply side in the long run.

3.1. Aggregate demand

Aggregate demand or gross domestic product  is an identity relationship, as 
shown in equation 1. All components of expenditure are used to calculate aggre-
gate demand, which is equal to the sum of private consumption , investment 

, government consumption , inventories or stock building  and exports 
 minus imports . In the short run, actual GDP could deviate from potential 

supply owing to excess or weak demand.

The key behavioural equations that constitute the expenditure side of GDP are 
discussed below.

3.1.1.  Private consumption
Private consumption is modelled based on a combination of the life-cycle and per-
manent-income hypotheses. It is assumed that some households have access to 
credit (no borrowing/credit constraints), allowing them to partially smoothen their 
consumption behaviours over their life cycle. In this case, current consumption can 
be expressed as a function of population growth, meaning that consumption per 

5
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capita remains constant. If households are credit-constrained, current consump-
tion will be driven by current disposable income.1 Furthermore, expressing current 
consumption as a function of population growth also allows private consumption 
to respond to short-term inflation surprises. If inflation is higher than expected, 
households are expected to reduce their consumption and vice versa. This stabi-
lizing mechanism ensures that actual inflation and inflation expectations converge, 
so consumption becomes a function of disposable income in a Keynesian fashion 
over the long run. This makes sense, since sustained changes in personal dispos-
able income are likely to feed into household permanent income. This dynamic is 
represented in equation 2:

where  refers to real consumption expenditure,  to real personal dispos-
able income,  and  to the population and inflationary gap, measured as the dif-
ference between actual inflation  and the expected inflation level  for the 
next period.

3.1.2. Investment
Investment  is expressed as a simple accelerator model that links investment to 
terms-of-trade-adjusted GDP. It is a function of gross domestic income , and 
terms-of-trade-adjusted GDP, as shown in equation 3.

The terms-of-trade adjustment is introduced to capture the impact of commodity 
price changes on investment, given that the commodity sector seems to have a 
significant impact on most African economies. The lagged dependent variable is 
introduced to allow for persistence, thus capturing the highly cyclical nature of 
investment. Equation 3 shows that the investment or gross fixed capital forma-
tion  error corrects towards gross domestic income . In the short run, it is 
affected by private consumption, government consumption and exports of goods 
and services. Gross domestic income  is expressed as follows:

where x1, gdp1 and m1 are nominal values of exports, GDP and imports, respectively.

1 Personal disposable income is adjusted to capture the impact of tax rates and terms of trade on income.
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3.1.3. Government consumption
In the Africa-wide aggregate model, growth in government consumption  is 
modelled as a weighted average of potential output  and gross domestic in-
come , i.e.:

where  is the real government consumption expenditure, which feeds directly 
into both GDP identity and government fiscal balance, and  is the estimated/cali-
brated weight for the continent. 

It is possible to make government consumption  exogenous, based on the gov-
ernment’s current spending plan, rather than endogenous, as shown in equation 4, 
which means it can be used as a fiscal policy instrument. However, since the spend-
ing plans of most African governments are not readily available, in this scenario 
analysis, a simple model equation is applied using the share of government spend-
ing in aggregate demand. For this reason, the growth rate of government con-
sumption spending is modelled as a weighted average of potential output growth 
and terms-of-trade-adjusted GDP growth (gdi).

3.1.4. Inventories
Inventories  are modelled to error-correct the income identity towards a con-
stant share of GDP, and is calculated as the residual from the national accounting 
identity. The model adopts a very simple framework, where the stock-building er-
ror corrects towards a share of GDP. That share depends on demographic devel-
opments, as strong population growth requires extra inventories to cope with the 
expected rise in demand. The share therefore accounts for the additional inven-
tories required when the population grows, which are computed as stock building 
and statistical discrepancies, i.e.:

where  the inventories  represent the volume of inventory accumulation,  
is the population size, and  is real GDP, and parameters  and  are estimated 
from the economy to ensure the stability of the model.

3.1.5. Exports
Real exports are a function of foreign demand, relative export prices and global 
trade prices. Formally, real exports are calculated as follows:
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where  is the volume of exports of goods and services,  is Africa’s external de-
mand for goods and services,  refers to oil exports as a share of African exports, 

 is the non-oil export price deflator,  is the world trade index and  de-
notes country-specific exports adjusted to account for world prices.

3.1.6. Imports
The real import demand function in the model is expressed following the tradi-
tional imperfect substitute framework, where imports are not perfect substitutes 
for domestic goods and services. The function is determined by the expenditure 
of households, firms, the government sector, the external sector and the price of 
imports relative to domestically produced goods and services. In other words, im-
port demand is a function of total final expenditure, relative import prices and do-
mestically produced goods and services. Because oil prices are highly volatile and 
oil demand has a low price elasticity, oil prices are accounted for separately in the 
price of imports, making estimates of how prices affect real import demand more 
reliable. Formally, the import demand function is defined as:

where  is the real imports of goods and services,  is the total final expenditure 
defined as GDP plus imports,  is the lagged non-oil import price deflator 
in United States dollars (US$) and  is the lagged GDP deflator. 

It is important to note that, based on existing literature, the long-run income elas-
ticity in the import function is restricted to between 1.0 and 1.2 to allow for fur-
ther globalization while ensuring the long-run stability of the model (Hong, 1999).

3.2. Aggregate supply

The aggregate supply or productive capacity of an economy is given by the general 
production function, which relates the factor inputs to the final output as in equa-
tion 8 below:
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where  denotes the potential output,  the desired capital stock,  the poten-
tial labour input and  the total factor productivity (TFP), which indicates the state 
of technological developments. 

Using total differentials and assuming perfect competition in the factor markets 
and a homothetic production function, the growth of potential output can be ex-
pressed as a weighted sum of the growth of factor inputs and the growth of TFP, as 
per the following equation:

By assuming constant returns to scale, i.e. , equation 9 can be reformulat-
ed and rewritten as follows:

where  is trend labour productivity and  is the capital per unit of labour input 
.

Growth in potential output is decomposed into growth from labour input, the rate 
of capital deepening and TFP growth (equation 10a), which is also equivalent to 
growth from labour input and growth in trend labour productivity (equation 10b). 
The above equation forms the basis for the continent’s supply-side growth trajec-
tory. Furthermore, growth in potential output is modified by incorporating export 
growth, as follows: 

where  refers to real exports of goods and services, and  is an estimated weight, 
normally set at 0.9 or above. 

By including export growth, this formulation mitigates the potential market im-
perfections that impede feedback effects between external demand and domestic 
supply, especially in developing economies that have relatively fixed exchange rate 
regimes. The potential labour input,  is given based on the labour-force partici-
pation  rate and total projected population of persons over 15 years of age 

.
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where  is the three-year average of actual labour productivity. 

The labour-force participation  rate in equation 13 incorporates an automatic 
stabilizing mechanism, which ensures that trend labour productivity growth does 
not drift too far from the actual average labour productivity growth. The trend la-
bour productivity growth variable error-corrects towards the exogenous produc-
tivity trend from the recent actual productivity trend. In this regard,  is an exog-
enous parameter for the long-run trend productivity growth rate, which is set at 
0.04 per annum for least developed countries. Thanks to this formulation, explicit 
capital stock, for which there is very limited data for most developing countries in 
Africa, is not needed.

3.3. Prices

Prices, which mainly consist of consumer prices, interest rates and exchange rates, 
are the main feedback mechanism between aggregate demand and aggregate sup-
ply. A rise in aggregate demand leads to a positive output gap, pushing up consum-
er prices or inflation, which then reduces private consumption. Similarly, higher 
inflation triggers a monetary policy reaction: interest rates rise, leading to domes-
tic currency appreciation, which reduces exports and investments. The decline in 
consumption, exports and investment reduces demand until the economy’s equi-
librium is restored. Overall, the model returns to equilibrium in the medium to long 
term.

GDP deflator
The GDP deflator  is a function of the output gap , import prices , 
inflation expectations or targets , and lagged consumer prices . The output 
gap captures the markup price over costs in the economy, and dynamic homogene-
ity is imposed on the price system to ensure the long-run consistency of the model. 
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Consumer price index
The consumer price index  error corrects towards inflation in GDP ( , the 
GDP deflator). The lagged consumer price index allows for some persistence in the 
deviation between the price indices.

Export and import price deflators
Trade prices are decomposed into the global price of oil  and the price of 
all other traded goods and services. The price of oil  is set exogenously. 
These are the main variables used in constructing export and import price defla-
tors, which are designed to capture the effects of changes in trade prices.

The export price deflator  is modelled as a weighted average of the global oil 
price and non-oil export price deflator , as follows:

The import price deflator , on the other hand, is modelled as a weighted aver-
age of the global oil price and non-oil import price deflator , with  repre-
senting the exchange rate: 

Non-oil export price
The non-oil export price  is designed to error-correct a weighted average 
of domestic and global prices:

Non-oil import price
Growth in the non-oil import price  is modelled to be affected by the non-
oil import price  and the exchange rate.
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3.4. Fiscal policy

The public sector is composed of government revenue  and government ex-
penditure , where government revenue  is modelled to grow as a weight-
ed average of nominal GDP and export growth:

Equation 21 is calibrated based on historical data to account for the export sensi-
tivity of government revenues in Africa.

Government expenditure  is the sum of government consumption  and 
another residual category that captures all other spending , while  
is specified such that it grows with nominal GDP growth , i.e.: 

Government budget/fiscal balance  is set as an identity equal to the difference 
between government revenue  and government expenditure , as fol-
lows:

Public debt  is an identity that increases with the fiscal deficit as the latter is 
added to the existing debt stock. It is a basic equation with no fiscal policy rule that 
ensures that deficit and debt stock return to sustainable levels after any shock:
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3.5. Monetary policy

The monetary policy instrument is absent from the model, which assumes a float-
ing exchange rate, given the limited transmission of monetary policy instrument 
effects in several African economies and the many economies that have a pegged 
or floating exchange rate. This being the case, the real exchange rate is modelled 
as follows:

3.6. Identities and other equations

The annex to the present paper contains other bridging equations and identities 
that complete the macroeconometric model.
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4. Simulation scenarios 
and results

This section simulates a pandemic scenario using the Economic Commission for 
Africa’s macroeconomic model. While not explicitly designed to model the eco-
nomic effects of a pandemic, the model can be used to assess the likely impact in 
an internally consistent theoretical framework, which can then be used as a start-
ing point for considering possible policy responses. Because the model does not 
include representations of many of the transmission mechanisms that are likely 
to play an important role in a pandemic, some aspects of the shock have been im-
posed using arbitrary adjustments to existing model equations. For example, the 
investment equation does not explicitly incorporate business confidence and risk. 
Since the model is an aggregate Africa-wide model, aspects of the model reflect 
certain interregional effects.

4.1. Assumptions and scenarios 

The health impact of the pandemic, the lockdown and other containment measures 
have slowed economic activities and have spread uncertainty regarding the global 
economy. The pandemic has affected the continent through different transmission 
channels. This paper focuses on three of those transmission channels: the effects 
of global and local supply chain disruptions on commodity prices, on production 
activities and on external demand; the reduction in consumer spending, business 
investment and government revenue due to uncertainty among consumers and 
businesses (Economic Commission for Africa, 2020); and the reduction in labour 
supply due to layoffs and illness. Table 1 provides the assumed figures for the dif-
ferent scenarios.
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External demand 
Africa’s external demand is expected to decline due to the economic slowdowns 
among its top trading partners, especially China, the European Union and the Unit-
ed States. In 2020, external demand for African exports is expected to have de-
clined by between 10 and 20 per cent.

Commodity prices 
Prices of the main export commodities are expected to fall, reducing Africa’s com-
petitiveness and causing its terms of trade to deteriorate. At the global level, oil 
prices are expected to decline by more than 40 per cent in 2020, to as low as $30 
per barrel, while the prices of non-oil commodities are likely to fall by between 1.5 
and 15 per cent. Looking at regional-specific trade prices (non-oil imports and ex-
ports), the impact of international prices on African economies might not be sig-
nificant if the negative effects of export prices (oil and non-oil) are offset by the 
positive effects of import prices (oil and non-oil).

Investment 
The World Investment Report 2020 (UNCTAD, 2020) projects a decline in for-
eign direct investment (FDI) flows of between 25 and 40 per cent. We assume the 
decline in investment to be in line with the latest projections of 25 per cent in the 
optimistic scenario and 40 per cent in the pessimistic scenario.

Government revenue 
The World Bank (Zeufack, 2020) has estimated that government revenue is likely 
to decline between 12 and 16 per cent due to COVID-19. The estimated decline, 
however, could be even larger if tax policy measures implemented by governments 
in response to the pandemic were taken into account. We estimate that the fiscal 
policy measures announced could knock government revenue back up by around 
9 per cent (or 2 per cent of GDP). We have therefore revised government revenue 
losses to be between 12 per cent (optimistic scenario) and 20 per cent (pessimistic 
scenario). 

Labour supply 
In the worst-case scenario, it is assumed that the labour force will decline by 45 
per cent in 2020 due to lockdowns and other containment measures. In its June 
report, the International Labour Organization (ILO, 2020) described the loss in 
work hours due to the pandemic as significant across the globe, but severe in Af-
rica, since informal employment has been particularly badly affected (compared 
with previous crises). This is because informal workers have limited opportunities 
to telework or adopt flexible work arrangements, making them highly vulnerable 
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when lockdowns and other containment measures are imposed. ILO (2020) esti-
mated that Africa’s lost work hours were 9 million full-time equivalent (FTE) jobs 
(based on a 48-hour week) in the first quarter and 45 million in the second quarter. 
It also projected that work-hour losses in the fourth quarter will reach 13 million 
FTE jobs in the baseline scenario and 40 million FTE jobs in the pessimistic sce-
nario. Based on these estimates, we have revised our pessimistic scenario to a la-
bour-supply reduction by the end of 2020 of 41 per cent.

Three scenarios (optimistic, less pessimistic and pessimistic) are considered. The 
optimistic scenario assumes a limited outbreak, possible containment in 2020 and 
an immediate recovery in 2021. Scenario 2 is less pessimistic than Scenario 3, with 
mild effects of the pandemic in 2020 continuing in 2021 and a moderate recov-
ery in 2021. Scenario 3 is pessimistic, based on the assumption that the adverse 
effects of the pandemic in 2020 will continue into 2021, with a slow recovery in 
2021 and 2022.

4.2. Impact of the pandemic on growth: an illustration 
of the pathways

To illustrate the mechanisms through which the pandemic impacts the economy 
and to highlight the separate effects of the shocks, we introduce the shocks step-
wise and present the cumulative effects on GDP growth. First, we introduce the 
world demand shock, followed by commodity prices, then investment, government 
revenue, and finally labour supply. Although the list of shocks is not exhaustive, 

Table 1: Assumptions (revised in June 2020) 

No. Shocks due to COVID-19
Scenario 1 Scenario 2 Scenario 3

Optimistic Less pessimistic Pessimistic

1 Labour supply -20.0% -30.0% -40.0%

2 External demand -10.0% -12.5% -17.5%

3 Oil price $40.0 $35.0 $30.0

4 Global non-oil price -5.0% -10.0% -15.0%

5 Non-oil export price index -5.0% -7.5% -10.0%

6 Non-oil import price index -1.5% -2.5% -3.5%

7 Investment (for FDI, remittances, etc.) -25.0% -30.0% -40.0%

8 Government revenue -15.0% -20.0% -25.0%

Source: Compilation by the authors based on various sources and calculations.
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it does capture the main effects of the pandemic on African economies, and the 
linkages in the model allow for the effects to propagate throughout the entire con-
tinent. Given the aggregate nature of the model and uncertainty about the pan-
demic going forward, the scenario illustrated here is based on the assumption of a 
transient shock in 2020 affecting all African economies uniformly. 

Table 2 presents the marginal effect of each shock on GDP growth. The external 
demand shock leads to a GDP contraction of 0.46 percentage points, while the 
decline in the price of oil slows growth by only 0.02 percentage points. The shocks 
that have the largest impact on GDP growth are in investment and labour supply, 
followed by external demand and the price of oil. The effects of non-oil prices are 
insignificant, which suggests that the effects of the changes in export and import 
prices might cancel each other out. 

The COVID-19 outbreak has caused a series of disruptions to the supply and 
demand chains of goods and services across the globe, leading to a fall in global 
demand for African exports. As per the assumptions above, external demand for 
African goods and services is expected to fall by 17.5 per cent in 2020 in the pes-
simistic scenario, returning to its pre-COVID-19 levels in 2021. The simulation 
results in table 2 indicate that this fall in external demand will result in a signif-
icant contraction in exports (17.2 percentage points of GDP) and imports (10.8 
percentage points of GDP), and slight reductions in consumption and investment. 
Overall, the fall in external demand will slow GDP growth by 0.5 percentage points 
to 2.5 per cent of GDP, from the baseline rate of 3 per cent.

Table 2: Marginal effects of pandemic-related shocks in 2020 (percentage)

External 
demand

Global 
oil 

price

Global 
non-oil 
prices

Non-
oil 

export 
prices

Non-
oil 

import 
prices

Investment
Government 

revenue
Labour 
supply

Total 
effect

GDP growth -0.46 -0.02 -0.03 0.00 0.00 -4.04 0.00 -3.84 -8.40

Consumption -0.02 0.00 0.00 0.00 0.00 -0.20 0.00 -0.22 -0.44

Investment -0.22 -0.24 -0.06 -0.01 0.00 -40.66 0.00 0.00 -41.19

Government 
consumption

-0.93 0.01 -0.08 0.02 0.00 0.00 0.00 -38.52 -39.50

Exports -17.15 0.09 -1.31 0.30 0.00 0.00 0.00 0.00 -18.06

Imports -10.81 0.00 -0.87 0.20 0.00 -12.97 0.00 -6.78 -31.24

Source: Simulation results from the Africa-wide model.

Note: The figures in the table indicate the marginal effect of each shock on GDP growth and GDP components. For example, the fall 
in external demand from Africa reduces GDP growth by 0.46 percentage points compared with GDP growth without COVID-19.
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The disruptions to supply and demand have also affected global commodity pric-
es. Oil prices dropped from an average of $68 in 2019 to $30 by the end of July 
2020 (table 1). Furthermore, it is assumed that non-oil commodity prices will fall 
by about 10 per cent during the last six months of 2020, mainly due to African 
imports and exports. Simulation results show that the significant drop in the price 
of oil reduced GDP growth in Africa by 0.02 percentage points (table 2). The fall 
in the price of oil benefited Africa’s 43 oil-importing economies, but significant-
ly harmed the continent’s 11 oil-exporting economies. The results show that the 
slight decline in commodity prices has minimal effects on GDP growth. This is 
mainly because, apart from the price of oil, which fell by 56 per cent, commodity 
price falls were marginal.

The pandemic has also increased risks and uncertainties for businesses, significant-
ly affecting investment decisions on the continent. It has reduced FDI flows and 
remittances to Africa and caused a significant fall in tourism demand and domestic 
activities, with dire consequences for investment. Under this model, it is difficult 
to quantify the pandemic’s effects on investment, so we introduced negative ad-
justments to the investment variable using estimates taken from UNCTAD (2020) 
studies. The marginal effect of a fall in investment causes GDP growth to be around 
4 percentage points lower, consumption growth 0.2 percentage points lower and 
imports growth 13 percentage points lower than the baseline in 2020 (table 2).

The significant fall in the price of oil, the slight decline in non-oil commodity prices, 
the decline in investment and the knock-on effects on consumption and imports have 
negatively impacted government revenues such as resource revenues, consumption 
taxes, import duties and other non-tax revenues. Using World Bank projections (Ze-
ufack, 2020), we adjusted government revenues in Africa, predicting a fall of up to 
25 per cent. As expected, lower government revenue has no impact on GDP growth 
in 2020, but significantly widens the fiscal deficit (see the discussion in section 4.2).

Finally, we have considered the pandemic’s effects on the labour supply in African 
economies, which has fallen due to containment measures (worker absenteeism 
to avoid infection or to care for infected household members). Labour demand 
has also fallen due to the slowdown in domestic economic activities. In the simula-
tion, these shocks caused GDP growth to contract by 3.8 percentage points. The 
effects emanate mainly from the significant decline in government consumption, 
lower imports and the slight fall in private consumption.

Overall, the simulation results show that the pandemic is adversely affecting eco-
nomic growth in Africa. Before the pandemic, GDP growth in 2020 was projected 
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at 3.0 per cent, but now, African economies are projected to contract by 5.4 per 
cent, which is 8.4 percentage points below pre-pandemic projections. This signifi-
cant detrimental effect on GDP growth is largely driven by declines in investment, 
the labour force and external demand.

4.3. Impact of the pandemic on growth, fiscal 
performance and trade performance

This section addresses the impact of the pandemic on economic growth, fiscal per-
formance and trade performance under three different scenarios. The results also 
highlight the possible effects of the pandemic in 2021 and 2022.

Impact on growth
Using the Africa-wide macroeconometric model and assuming that the pandemic 
affects economic activities through labour supply, commodity prices, investment 
and government revenue, the simulation results indicate an adverse effect on Af-
rica’s GDP growth, which will contract by up to 5.4 per cent in 2020 in the pessi-
mistic scenario. Unfortunately, the impact is expected to persist over the medium 
term, unless effective policy measures are swiftly taken across the continent in 
particular, and across the globe in general (figure II). The simulation results show 
a substantial drop in GDP growth of around 8.4 percentage points compared 
with pre-COVID-19 projections. This study projects that Africa’s real GDP will be 
around $2.41 trillion in 2020, down $220 billion from the $2.63 trillion projection 
made in December 2019.

Figure II: Real GDP growth in Africa, 2019−2022
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Growth in 2021 is projected to recover slowly in all three scenarios. The projected 
recovery is gradual owing to the widespread nature of the pandemic across the 
globe in 2020, which may also continue in 2021, leading to continued uncertain-
ties and disruptions in economic activities. Real GDP in 2021 and 2022 is project-
ed to be below its pre-COVID-19 level, despite the strong recovery.

Impact on fiscal performance
The simulation results in figure III(a) show that fiscal deficits widen in all three sce-
narios, with a fiscal deficit in 2020 of 6.5 per cent of GDP in the optimistic scenar-
io and 6.2 per cent of GDP in the pessimistic scenario. This widening of the fiscal 
deficit is due to the negative adjustments applied to government revenue, with-
out a similar response from government spending. The increase in government 
consumption is greater in the optimistic scenario than in the pessimistic scenario, 
mainly because the labour force has a relatively limited effect on potential output 
in the optimistic scenario, while in the pessimistic scenario the far smaller labour 
force significantly reduces the growth in potential output, which further reduces 
government consumption. The simulation results suggest that the fiscal deficit 
may widen. In a more realistic scenario, the fiscal deficit is expected to be higher, 
since the pandemic response requires additional government spending on health-
care services and other containment measures, as well as relief packages.

The results also show that the widening fiscal deficit leads to an increase in public 
debt in all three scenarios (figure III(b)). By 2020, public debt is expected to reach 
65.4 per cent of GDP in the optimistic scenario and 64.7 per cent of GDP in the 
pessimistic scenario. The simulation results also show a widening fiscal deficit and 
rising public debt in 2021 and 2022. It is important to note that the model does not 
account for interest repayments and does not incorporate a fiscal rule to bring the 
debt level to a sustainable level.

Impact on trade performance
African economies are interlinked with economies outside the continent through 
trade (exports and imports). The disruption to the global economy due to the pan-
demic could therefore have an impact on African economies both directly, through 
demand for African exports, and indirectly, through commodity prices. The decline 
in demand for African exports could force African countries to export at lower 
prices, which would undermine their international reserves and, consequently, di-
minish the safety net that they provide. Furthermore, lower investment levels and 
supply disruptions due to the pandemic could lead to a reduction in imports. 
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In all three scenarios, exports and imports are both expected to fall in 2020. In the 
pessimistic scenario, exports will have fallen by 18 per cent of GDP and imports by 
23 per cent of GDP, thus widening the trade balance (figure IV(a)). The decline in 
imports is heavily driven by the import equation, which does not account for the 
unexpected, pandemic-driven increase in imports of certain goods (such as health 
products) that are produced in limited quantities, if at all. The pandemic might 
therefore not reduce imports in 2020 by as much as is indicated in the projection 
in figure IV(b).

Figure III: Fiscal balance and public debt, 2020−2022
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Figure IV: Exports and imports, 2020−2022
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5. Policy implications

African economies have reacted quickly to contain the spread of the virus by put-
ting in place health-related measures such as lockdown, testing and tracing, social 
distancing and others. In the absence of proven vaccines, these non-pharmaceu-
tical measures have been implemented across the continent – albeit to varying 
degrees, to limit the spread of COVID-19 and the number of casualties. While 
these measures have helped countries to limit the spread of the virus, they have 
had terrible macroeconomic impacts. The simulation results indicate that the mac-
roeconomic impact of the pandemic in Africa has been substantial. In 2020, GDP 
growth will be about 8.4 percentage points lower than it would have been without 
COVID-19. The pandemic will also have widened the fiscal deficit (to about 6.5 
per cent of GDP) and slightly narrowed the trade deficit (to 7.6 per cent of GDP). 
African countries should therefore adopt symmetric health responses to contain 
the spread of the virus and minimize fatalities, and they should institute prudent 
economic policy responses to cushion against the impact of the pandemic. These 
polices should be geared towards stimulating economic recovery and enabling 
economies to implement a build-back-better approach. 

In the immediate term, governments should further explore and adopt targeted 
temporary tax relief measures to support businesses and households, extending 
deadlines for filing tax returns and for making social security payments or offering 
tax moratoriums to provide some breathing space to economic actors. Furthermore, 
government fiscal measures could include extending waivers or exemptions on lev-
ies and duties for goods and services, extending wage subsidies to protect jobs and 
earnings, and making social protection payments (cash or in-kind food transfers) to 
vulnerable households. Central banks could further pursue expansionary monetary 
policies to ease liquidity constraints for businesses by lowering policy rates and cre-
ating specific credit facilities to assist specific sectors (e.g., hospitality and small and 
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medium-sized enterprises). However, the accommodative monetary policy should 
focus on supporting economic recovery while safeguarding the economy from fi-
nancial instability and preventing currency and banking crises.

In the medium to long term, countries should focus on economic recovery and ad-
dress structural issues that hinder economic growth. Governments should improve 
productive capacities and increase economic diversification, improve the business 
environment to attract investment, and mobilize domestic resources efficiently. 
This could be done through enhanced diversification efforts to improve the com-
position of low-value-added exports and to expand export destinations through 
the Agreement Establishing the African Continental Free Trade Area, which could 
also reduce the vulnerability of their economies to external factors. 

The pandemic has provided opportunities for countries to introduce innovative 
measures, which range from manufacturing health products, to substituting im-
ports through local production, to making the use of digital technologies more 
widespread. It is therefore imperative for countries to assess the effectiveness of 
the measures taken during the COVID-19 pandemic, which would allow them to 
identify and scale-up promising and best practices and to improve their prepared-
ness for unforeseen future pandemics. 

Finally, by introducing and expanding active labour-market policies that enhance 
productive capacities through improved access to finance, training and entrepre-
neurship, governments could address issues such as unemployment and inequali-
ty, with a focus on building back better.



24

WORKING PAPER SERIES
Macroeconomic impact of COVID-19 on Africa:  
Evidence from an Africa-wide aggregate  
macroeconometric model

Unemployment:

Employment:

Output gap:

Total final expenditure:

Nominal imports:

Nominal exports:

Nominal GDP:  

Trade balance:  

Annex: Africa-wide aggregate model − 
bridging equations and identities
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Current account balance:  

Gross domestic income: 

Average economy-wide tax rate:

Personal disposable income: 

NAIRU:

Non-current account balance:

Oil share of exports:

Oil share of imports:
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