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FOREWORD

COVID-19 is the biggest health crisis to hit the world in a century. It is not just a severe health
emergency. It is also a grave socioeconomic crisis with an unprecedented global spread. In Africa,
it has induced an economic contraction of 3.2 per cent and pushed an additional 55 million into
poverty, reducing progress towards the goals of the 2030 Agenda for Sustainable Development
and the African Union’s Agenda 2063 through supply and demand shocks. And it has caused job
losses, reduced income and further limited households’ ability to manage risks.

The main messages of this Economic Report on Africa are that poor households move into and
out of poverty because of exogenous shocks like the COVID-19 pandemic and that their inability
to manage uninsured risks only increases their vulnerability. So, achieving sustained poverty
reduction requires thoroughly understanding the nexus of poverty, risks and vulnerability. Non-
poor people and those living just above the extreme poverty line ($1.90 in purchasing power
parity terms a day) are the most likely to fall into poverty because of the pandemic. Indeed, an
estimated 58 million Africans whose mean consumption is $1.90-$2.09 a day (0-10 per cent
above the poverty line) are very vulnerable to falling into and staying in poverty because of the
pandemic. This group is the source of most of the “new poor” caused by the pandemic; workers in
the informal sector and vulnerable employment are most at risk of falling into poverty.

The impact of the COVID-19 pandemic on poverty and vulnerability varies by country,
based on the size of vulnerable and poor populations. The largest proportion of people most
vulnerable to falling into poverty are in West Africa (6.6 per cent) and East Africa (5.6 per cent).
The differences across countries depend largely on government policies (ex-ante) and steps
to mitigate the pandemic’s impact (ex-post) by providing public goods—such as healthcare,
education and social protection—and intervening in the labour market. Egypt, Mauritius and
Seychelles have had low poverty and vulnerability because of sound policies and strong steps to
mitigate the pandemic’s impact. By contrast, Ethiopia and Nigeria, lacking sound socioeconomic
policies before and during the pandemic, have experienced the opposite.

In response to the COVID-19 pandemic, African governments have on average doubled fiscal
spending, to 3.3 per cent of gross domestic product (GDP), an increase of $2.2 billion. They have
also increased social assistance as part of fiscal spending to poor and vulnerable people. Cash and
in-kind transfers remain the main form of government assistance to protect poor people. Starting
from a low base, such transfers constitute 74 per cent of social protection programmes, higher
than the global average of 62 per cent.

Thessize of the response in Africa has revealed limited fiscal space, and fiscal deficits have suddenly
jumped. They peaked at 8.1 per cent of GDP in 2020 before narrowing to 5.4 per cent in 2021.
And they could take several years to return to their pre-COVID-19 pandemic levels, as could
debt-to-GDP ratios (perhaps a year longer), and even then, debt will remain above the 60 per
cent threshold that the International Monetary Fund considers sustainable for African countries.
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In response to the deteriorating fiscal deficits and debt situation in Africa, the United Nations
Economic Commissionfor Africa (ECA) consulted Member States and stakeholders to find ways to
support building forward better. A result of those consultations is the Liquidity and Sustainability
Facility, conceived and designed to compress liquidity premiums and improve sovereign access
to international bond markets for African countries through a repo market for the region, on par
with international standards. The facility has the potential to save an estimated $11 billion in
borrowing costs over the next five years.

ECA also advocated for an extension of the G20 Debt Servicing Suspension Initiative to the end
of 2021 and the Common Framework to help countries restructure debt and deal with insolvency
and protracted liquidity problems as they kick-start recovery by freeing up resources to pay for
much-needed vaccines and improve their buffers to sustainable debt.

Africa can achieve the Sustainable Development Goals and Agenda 2063 after the COVID-19
pandemic. While governments have chosen country-specific options, they have several lessons
to build on. The fiscal and monetary responses recognize the socioeconomic impacts of the
pandemic, not just the health crisis impacts. The swift policy actions by Member States were a
response to the pandemic but must lead to a more structured, sustainable response. Hedging
against the risks of income losses must now factor into social investments. Clear programmatic
and strategic links from social investments to labour markets and productivity gains are essential.
And continental initiatives, such as the African Continental Free Trade Area, are an investment
blueprint for faster economic growth, improved welfare and greater resilience.

The COVID-19 pandemic has exposed the fragility of health and socioeconomic systems across
Africa. Governments face the dual challenge of containing the pandemic while responding to its
devastating socioeconomic effects. Given the depth of the crisis, fiscal space in many African
countries remains constrained. As countries prepare to exit the pandemic and begin the difficult
task of reviving their economies, greater effort is required to mobilize domestic and external
resources to kick-start economic growth and build households’ resilience against future shocks.
But with fiscal space tight, there is a limit to how much governments can insulate poor people
from future risks. That makes it urgent to explore innovative and affordable market-led insurance
schemes in close collaboration with the private sector. This opportunity, less explored so far, will
be a priority in our analytical work.

Vera Songwe

Under-Secretary General and
Executive Secretary, United Nations Economic Commission for Africa
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Chronic poverty is typically described as extreme poverty that persists over long periods.

Consumption or income measures are adjusted for inflation over time and for price
differences between countries based on purchasing power parity (PPP).

Covariate risk means that neighbouring households suffer similar shocks.

Depth of poverty is the average poverty gap in the population as a proportion of
the extreme poverty line ($1.90 in PPP terms a day). It is measured by the poverty gap
index and considers how far, on average, poor people are from the poverty line.

Extreme poverty gap is the mean shortfall in income or consumption from the extreme
poverty line ($1.90 in PPP terms a day), counting non-poor people as having zero shortfall,
expressed as a percentage of the poverty line.

Extreme poverty rate is the share of people living below the international poverty line
($1.90 in constant 2011 PPP terms a day). The terms “poor” and “extreme poor” are used
interchangeably to indicate consumption below $1.90 PPP a day.

Idiosyncratic risk is a specific or unsystematic risk that can negatively impact individual
securities or the value of a very specific group of assets, such as stocks or collaterized
mortgage obligations.

Resilience is the ability to cope with or recover from a shock and implies an ability to
bounce back after being adversely affected by a shock.

Risk coping is resilience against future shocks.
Risk mitigation is insuring against the adverse effects of a shock.
Risk reduction is the ex-ante reduction of probability of adverse shocks.

Vulnerability is exposure to risk or shock.
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EXECUTIVE
SUMMARY

ddressing poverty and vulnerability in

Africaduring the COVID-19 pandemic”is

the theme of the 2021 Economic Report
on Africa. The report provides a perspective of the
causes and consequences of increased poverty
due to the COVID-19 pandemic, as well as from
other shocks such as an oil price collapse, within
a vulnerability-poverty-resilience  framework,
providing national estimates of people vulnerable
to falling into poverty in different country clusters.

The principal messages of this report are that
poverty in Africa is highly dynamic and that poor
people move into and out of poverty because
of consumption volatility arising from exposure
to risks caused by shocks like the COVID-19
pandemic and that their inability to manage
uninsured risks only increases their vulnerability.
Poverty in Africais also geographically centralized,
and two commodity-exporting countries—the
Democratic Republic of the Congo and Nigeria—
account for a large share of the continent’s
poverty (Hamel, Tong and Hofer, 2019).

The framework provides useful insights into the
micro-level factors associated with moving into
and out of poverty and why some households
remain poor for a prolonged period. These insights

vii | ECONOMIC REPORT ON AFRICA 2021

can guide evidence-based policies. A major
contribution of the report is the emphasis on the
centrality of risk and vulnerability to shocks in the
design of poverty reduction strategies in Africa.

According to data from the United Nations
Economic Commission for Africa (ECA), the
disruptions caused by the COVID-19 pandemic
pushed an estimated 55 million Africans into
extreme poverty in 2020 and reversed more than
two decades of progress in poverty reduction
on the continent. The adverse household-level
impact of the pandemic, through a combination of
supply and demand shocks, has caused a decline
in economic activity, jobs and income. Non-poor
people whose consumption is $1.90-$2.09 a day
(0-10 per cent above the poverty line) are likely to
fallinto poverty due to the pandemic because even
a small amount of consumption volatility can push
them into poverty. Poor people with few assets,
limited access to credit, informal employment
and low wages are particularly vulnerable and
have been severely hit by pandemic-containment
measures. With low vaccination rates on the
continent, the pandemic’s effect could be long
lasting in many countries, with huge consequences
to economies and households’ well-being.



GOVERNMENT
RESPONSES TO THE
POVERTY IMPACTS
OF THE COVID-19
PANDEMIC

African countries responded to the poverty
effects of the COVID-19 pandemic in part through
expansionary fiscal and monetary policies to
maintain consumption and aggregate demand and
prevent firm closures and job losses. By June 2020,
more than 20 African central banks had reduced
policyrates,and more than 30 had announced policy
measures in response to the pandemic’s economic
and market effects. Expansionary monetary policy
and reduced lending rates were initially the most
used macroeconomic measures by far.

African countries spent $2.2 billion on fiscal
stimulusin 2020, comprising increased expenditure
and extended payment deadlines on overdue loans
and reduced taxes. On average, fiscal spending in
response tothe COVID-19 pandemichas doubled,
to 3.3 per cent of gross domestic product (GDP).
Still, average per capita spending is $28, far less
than the $4,253 in North America and $629 in
Europe. The continent’s fiscal deficit peaked at an

estimated 8.1 per cent of GDP in 2020, and it will
take several years to return to the pre-pandemic
rate, as it will for the public debt-to-GDP ratio
(perhaps a year longer). The ratio of debt-to-
GDP will remain above the 60 per cent threshold
that the International Monetary Fund considers
sustainable for African countries, given their
elevated gross financing needs.

African governments increased social assistance
to poor and vulnerable people. Given the high
rates of informal and vulnerable employment in
Africa, cash and in-kind social assistance transfers
remain the main forms of government assistance
for protecting poor people from the effects of the
COVID-19 pandemic. Starting from a low base,
such transfers constituted 74 per cent of all social
protection programmes in 2020, much higher
than the global average of 62 per cent. Yet the
average amount of social transfers was too small
toincrease poor people’s consumption and enable
them to exit poverty.

Unemployment benefits, wage subsidies and job-
retention schemes have helped support the income
of workers in the formal sector and, to a degree,
helped maintain that sector’s employment rates.
But informal workers have not benefitted from
government-funded social protection or tax breaks.
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MAIN FINDINGS OF THE REPORT

THE PANDEMIC HAS EXACERBATED THE
CONTINENT’S SOCIOECONOMIC CHALLENGES

are extremely vulnerable
to falling into poverty.

are likely to experience low
poverty and vulnerability.

are at risk of debt distress.

aremore vulnerable to are the source of most of the “new
falling into poverty. poor” created by the pandemic.

In South Africa, 47% of
employed women in the
poorest tercile reported
losing their jobs compared
with 36% of employed men
in the same tercile.

have applied for debt relief under
the G20 Common Framework.

KEY FINDINGS

The key findings of the report are:

e Workers in the informal sector and vulnerable employment are most at risk of falling into
poverty. People who rely on the informal economy—particularly women, people living with
disabilities, refugees and displaced people—have suffered the most from the economic shocks of
the COVID-19 pandemic. People in vulnerable employment, worsened by the pandemic, are most
at risk of falling into poverty, owing to job losses. Roughly 58 million non-poor Africans whose
consumptionis $1.90-$2.09 aday (O-10 per cent above the poverty line) are extremely vulnerable
to falling into poverty because of the pandemic, unless supported by cash or food transfers.

e The impact of the COVID-19 pandemic on poverty and vulnerability varies by country. This
variation is based on the status of vulnerable and low-income groups and depends heavily on ex-
ante government policies and ex-post steps taken to mitigate the pandemic’s impact through state
provision of public goods such as healthcare, education and social protection; interventions in the
labour market; and individual agency through, for example, savings.
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e The poverty effects of the COVID-19 pandemic also vary with government responses
and policies. The report identifies six groups of countries with differing levels of poverty and
vulnerability and finds that the countries with low initial poverty and vulnerability, capacity to
generate enough jobs, low youth and old-age dependency ratios, a highly educated labour force
and good internet infrastructure to support a digital economy—for example, Egypt, Mauritania and
Seychelles—are likely to experience low poverty and vulnerability during a shock and thus possess
a strong ability to manage risks. The opposite is true for countries without these critical attributes
and that can seldom afford social assistance—such as Ethiopia and Nigeria. This group is the source
of most of the “new poor” created by the pandemic. The fact that poor people move into and out of
poverty because of consumption volatility arising from exposure to risks implies that the pandemic
radically changed those baseline conditions in 2020 and likely shifted the location and scale of
vulnerability, as well as the people affected by it.

¢ Fiscal space to mitigate poverty impacts is tight. Because of the COVID-19 pandemic, fiscal
space remains severely constrained in many African countries amid both increasing government
borrowing to mitigate the pandemic’s impacts and diminishing government revenue. Some 15
countries are at risk of debt distress, and Chad, Ethiopia and Zambia (among the 5 debt-distressed
African countries) have applied for debt relief under the G20 Common Framework. Over the longer
term, countries aiming to revamp their economies, accelerate growth and reduce public debt will
need to increase their revenue and invest in productive sectors of the economy.

e Women are more vulnerable to falling into poverty. Governments’ socioeconomic policy
responses to the COVID-19 pandemic have accentuated gender inequalities. In South Africa, 47
per cent of employed women in the poorest tercile reported losing their jobs compared with 36 per
cent of employed men in the same tercile. Women without a tertiary education and employed in the
poorest tercile suffered the most. Among those who remained in employment, women saw a larger
drop in working hours and cuts in wages than men. Women also took on more of the additional
burdens of home-schooling children and related duties and of caring for the sick.

e Households’ coping strategies are at a breaking point. The economic impact of the COVID-19
pandemic on individual consumption and well-being depends on the size, duration and frequency
of risk; exposure to risk; policy responses; and households’ ability to manage risk. Households that
have little or no access to formal insurance or credit often rely on informal coping strategies to
mitigate the impact of income reduced by shocks. Their weakened ability to use pre-pandemic
coping mechanisms to smooth consumption, such as transfers and remittances, asset liquidation
and migration, has increased their vulnerability to falling into poverty. The pandemic’s adverse
shocks have interacted with existing vulnerabilities, exacerbating the continent’s pre-pandemic
socioeconomic challenges.

Poverty and vulnerability are interconnected, and policy interventions must therefore address
them together. The COVID-19 pandemic has confirmed the need to focus on improving vulnerable
households’ risk management and building their resilience. Anti-poverty strategies should not be
limited to reducing immediate poverty ex-post but should also reduce vulnerability to poverty ex-ante
and strengthen resilience against future shocks. Measures for consideration include expanding social
assistance, encouraging families to build household assets, generating productive jobs, establishing or
expanding contributory social protection programmes and investing in social infrastructure to promote
growth. As important in the long term is linking social protection to productivity gains and employment
opportunities. Finally, separating out the parts of poverty that are structural versus those that stem from
exposure to shocks is important for future policy initiatives.
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THE WAY FORWARD: IMPROVING RISK
MANAGEMENT AND BUILDING RESILIENCE

The COVID-19 pandemic has exposed the fragility of health and socioeconomic systems across
the world, including those in Africa. Governments face the dual challenge of containing the
pandemic while responding to its devastating socioeconomic effects. As countries prepare
to exit self-imposed lockdowns, they need to put in place measures that ensure sustainable
economic recovery and that build households’ resilience to future exogenous shocks.

Access to targeted social
protection

Improve access to labour
markets

Promote employment for
young people

Provide social assistance to the
vulnerable

O 0 0 0 O

Ensure health protection
O Upgrade health infrastructure

O Build skilled health personnel

O Provide equitable access to
healthcare systems

Build a health emergency
system for future pandemics

O

Domestic vaccine production

OO

Create decent jobs

POLICY RECOMMENDATIONS
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This report offers the following policy recommendations for African governments:

e Adopt targeted social protection. Governments need to put in place mechanisms that give
vulnerable groups, including those earning just above $1.90 a day, access to targeted social
protection linked to productiveemployment. Social protectionmeasurescanserve associoeconomic
stabilizers while stimulating aggregate demand in crises and beyond. It is imperative to tie social
protection to improved access to labour markets and hence active labour market programmes.
This link will allow investments in human capital accumulation to be inputs and complementary
to business development and promotion and to employment creation, especially among young
people. Ultimately, this measure will require greater domestic revenue mobilization.

¢ Provide short-term social assistance to the most vulnerable people. In the immediate term,
governments need to put in place policies and support programmes that will prevent vulnerable
people from falling into permanent poverty. These could include rolling out cash and in-kind
transfers to people who usually have unstable jobs and are thus likely to fall into poverty under
prolonged lockdowns, such as manual labourers, informal vendors, small business owners and retail
workers. Additional social assistance measures could include offering tax relief to small businesses
(which often operate on small profit margins), extending the period of short-term lending for small
and medium enterprises, imposing rent controls for the duration of the health crisis and subsidizing
water and electricity bills.

e Ensure health protection for all. Over the longer term, African countries need to build resilience
by investing in health protection for all, which also offers high potential for employment creation.
Areas include upgrading health infrastructure and systems, building the supply of skilled health
personnel (doctors, nurses, laboratory technicians, virologists, infectious disease specialists and
testing and treatment specialists) and prioritizing equitable access to healthcare services through
tax levies and contribution-based social or national health insurance schemes.

¢ Build a national and regional health emergency preparedness and response system for future
pandemics. Countries will need to identify and assess risks; assess national capacity to respond
to risks; procure essential lifesaving equipment and tools; develop detailed plans for protection,
prevention, mitigation and recovery; and generally strengthen institutional and human capacity. A
communication and outreach strategy will also be needed to mobilize the public towards a shared
understanding of crisis prevention.

¢ Build domestic capacity for vaccine production through initiatives such as the Partnerships
for African Vaccine Manufacturing. About 99 per cent of vaccines available in Africa are still
imported. Some countries have already reached agreements with leading European and North
American firms to manufacture vaccines under public-private partnerships or subcontracting
arrangements. This initiative should draw financing from the International Monetary Fund’s
Special Drawing Rights allocation for Africa (an estimated $33 billion) announced in January 2021
for leveraging resources from the private sector and financial institutions.

o Leverage the African Continental Free Trade Area and other Africa-wide initiatives to create
decent jobs and reduce poverty. In this way, African countries could improve labour mobility
across national borders, encouraging workers to upgrade their skills and move to more productive
jobs. Finally, the pooled procurement of pharmaceutical products could pave the way for building
global and regional supply chains in medical supplies, offering the potential to create many jobs.
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CHAPTER 1.

INTRODUCTION

Y O O 0 0 0 000000009,




he COVID-19 pandemic is the biggest

health crisis to hit the world in the past

100 vyears. The first case of COVID-19

in Africa was reported on 14 February

2020, and within three months, the
virus had reached every country on the continent
(WHO, 2020). The World Health Organization
declared it a global pandemic in March 2020.
It was soon evident that the pandemic was not
just a severe health emergency but also a grave
socioeconomic crisis with an unprecedented global
spread that presented a serious, almost existential,
challenge to every country in the world.

In most countries, the pandemic threatened to
overwhelm already weak national health services,
worsen health outcomes and decrease living
standards. Nearly ayear and a half after the World
Health Organization pandemic declaration, Africa
had 5.2 million confirmed cases and about 140,000
deathsattributedto COVID-19, which constituted
about 3 per cent of the world’s confirmed cases
and less than 4 per cent of all deaths—figures that
seem low given that Africa has nearly 17 per cent
of the world’s population. To preserve lives and
restrict the virus’'s spread, African governments
responded quickly and decisively through strict
lockdowns, border closures, social distancing
regulations and economic and fiscal stimuli.
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As a continent, Africa may have been spared
the worst of the COVID-19 health crisis so far,
largely because of its young age profile, though
different countries are at different stages of the
pandemic. The economic impact, however, has
been far more widespread and devastating as
lockdowns and other measures have inevitably
disrupted economic activity, livelihoods and
basic service delivery. The economic contraction
has hurt household income and well-being
across countries and increased both poverty
and inequality, in major setbacks to the 2030
Agenda for Sustainable Development, especially
Sustainable Development Goal 1, to end poverty
in all its forms everywhere. Under current
projections, the pandemic is likely to increase the
number of people living in extreme poverty, in
Africa and globally. But because of the pandemic’s
continuously changing nature and the emergence
of fresh data, there is little agreement on how
many people are likely to fall into poverty. The
key questions are how far will people fall below
the poverty line and will it be transient or chronic
poverty? The socioeconomic cost of the pandemic,
with full lockdowns, has been estimated at up to
2.5 per cent of gross domestic product (GDP), or
about $65.7 billion a month (ECA, 2020a).



Most poor people move into

CONSUMPTION

and out of poverty because
of consumption volatility.

VOLATILITY

Consumption volatility
arises from exposure to
uninsured risks.

Exposure to risks leads to
vulnerability, or an increased
likelihood of adverse
consequences in the future.

Poverty reduction in Africa
can be accelerated by policies
and programmes that

POVERTY

REDUCTION

strengthen resilience against
future shocks and protect the
most vulnerable.

ORGANIZING
FRAMEWORK OF THE
REPORT

The COVID-19 pandemic and associated
containment measures have undermined the
economic well-being of households by triggering
job and income losses. The adverse household-
levelimpactshave occurredthrough acombination
of supply and demand shocks that have reduced
economic activity, jobs and real income and caused
the prices of basic goods to soar.

The central argument of this report rests on four
conceptual pillars:

e Most poor people move into and out of
poverty because of consumption volatility.

e Consumption volatility arises from exposure
to, and inadequate ability to manage,
uninsured risks.

e Exposure to risks leads to vulnerability,
or an increased likelihood of adverse
consequences in the future (vulnerability is
an ex-ante state, whereas poverty is an ex-
post one).

e Poverty reduction in Africa can thus be
accelerated by policies and programmes that
strengthen resilience against future shocks
and not only lift people who are currently
poor out of poverty but also protect
vulnerable people (that is, non-poor people
whose consumption is within 10 per cent of
the poverty line) from falling into poverty.

THE MAIN RESEARCH QUESTIONS

Viewing the impact of the pandemic on household well-being and poverty through a risk management
lens provides an opportunity to devise policies that enable households to better manage risks and sustain
consumption above the poverty threshold, reduce vulnerability to falling into poverty and strengthen

resilience to future shocks.

Thus the 2021 Economic Report on Africa attempts to answer the following questions:

e Are the “new poor’—those likely to become poor because of the COVID-19 pandemic—new to

poverty?
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e How many people are vulnerable to
falling into poverty? Which countries and
subregions are the “new poor” likely to come
from? From which consumption bands?

e What characteristics make the “new poor”
vulnerable to poverty because of shocks
like the COVID-19 pandemic? How quickly
will the “new poor” be able to bounce back,
and how many of them will live in chronic
poverty?

e What have countries done to mitigate the
adverse impacts of the COVID-19 pandemic
on household income and well-being?

e How can the challenge posed by the
COVID-19 pandemic become an
opportunity to strengthen resilience against
future shocks and build forward better after
the pandemic?

These questions recognize that poverty is the
result of a drop in consumption because of low-
income households’ inability to manage risks and
smooth consumption, owing to limited or non-
existent access to credit or a social safety net.
The report contends that many of the “new poor”
had recently emerged from poverty before the
COVID-19 pandemic but were pushed back into
poverty during the pandemic. So they are not
‘new” to poverty, in the sense of experiencing
poverty for the first time. Rather, their recent
success at exiting poverty is fragile, requiring that
interventions distinguish between people living
in chronic poverty and people living in transient
poverty (Baulch and McCulloch, 1998).

The report provides policy recommendations
for Member States to devise policies that not
only reduce immediate poverty (ex-post) but
also reduce vulnerability to poverty (ex-ante).
Recommendations do not just aim to expand
social assistance but also to build assets and
strengthen social infrastructure to promote
growth and improve households’ capacity to
manage risks and maintain resilience against
future shocks. Such capacity is particularly
important for building forward better after the
COVID-19 pandemic.
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POVERTY AND
VULNERABILITY

Poverty is dynamic, meaning that poor people
move into and out of poverty because of
consumption volatility—transient poverty. For
this reason, poverty estimates using static poverty
measures fail to distinguish between individuals
who have been living in poverty all their lives
and individuals who had a misfortune in the year
before the measurement.

At the individual and household level, poverty
can be transient or chronic. For instance, Uganda
experienced the second-fastest rate of poverty
reduction in Africa from 2006 to 2013, but for
every three people who moved out of poverty
during the period, two people fell back into it
(Ssewanyana and Kasirye, 2013). In the United
Republic of Tanzania, 27 per cent of people
transitioned into and out of poverty between
2008 and 2012, while 12 per cent remained
poor; the high mobility indicates that poverty
in that country is largely transient, not chronic
(World Bank, 2020). In Malawi, 17 per cent of
poor people exited poverty in 2010-2013, but
15 per cent fell into poverty in that time (World
Bank, 2017); thus the increase in those falling
into poverty offset the progress in moving people
out of poverty. People living in transient poverty
are vulnerable to falling into poverty because of
a shock. A protracted shock like the COVID-19
pandemic can push into poverty even those who
are some distance from the poverty line as their
buffers are eventually depleted.

In Africa, about 60 per cent of poor people live in
chronic poverty, and 40 per cent live in transient
poverty (Christiansen and Hill, 2019). In countries
with comparable data, an estimated 33 per cent
of poor households live in chronic poverty, with
variations across countries. The Democratic
Republic of the Congo has more than twice that
proportion, and Rwanda, Mozambique, Malawi
and Madagascar have 1.5-2 times that proportion
(figure 1.1).



In Africa, about 60 per cent of poor
people live in chronic poverty, and
40 per cent live in transient poverty.

Figure 1.1 Shares of chronic and transient poverty in selected African countries, various years
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Given such substantial flows of households into and out of poverty, even when net numbers remain
largely static, this report applies a vulnerability-poverty-resilience framework to analyse the COVID-19
pandemic’s impact on household well-being in Africa. To understand the effects of economic growth, to
design effective poverty reduction policies and interventions and to identify the key micro-level constraints
to reducing poverty, a focus on poverty dynamics—the inter-temporal changes in poverty of specific
households—presents important advantages for policy.

First, poverty dynamics capture heterogeneity in poverty, identifying people who are persistently poor
and the most vulnerable. Governments often target poor people using static welfare indicators, but
appropriate policies may differ fundamentally by the nature of the target subpopulation’s poverty. Second,
poverty dynamics provide useful insights into the micro-level factors associated with movements into
and out of poverty and why some households remain poor for long periods. In short, designing the right
policies for a given poor population depends on accurately understanding poverty dynamics. Barrett
(2005), for example, describes how policies for helping people climb out of poverty (“cargo net” policies)
differ from those that help them avoid falling into chronic poverty (“safety net” policies).
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The forces that result in some individuals
remaining stuck in poverty for years (that is, in
chronic poverty) differ from those that randomly
push some people into poverty for a brief period.
With chronic poverty, the focus should be on
longer-term interventions aimed at breaking the
persistence of poverty by expanding assets and
ensuring public services that are free at the point
of delivery. Households with few or no assets are
often the most likely to live in chronic poverty.

In contrast, transient-poverty policy responses
are about reducing risks and smoothing
consumption—for example, by extending safety
nets, including employment insurance, until
people living in transient poverty secure a
decent-paying job (Baulch and McCulloch, 2000).
Therefore, building assets and generating income
opportunities, as well as developing effective
risk management strategies, are all important for
reducing poverty.

Two components drive the classification of
vulnerability: the household’s expected welfare
and its expected variation in welfare in the future.
Several types of vulnerability can be drawn from
these two components. On the one hand, there
are vulnerable households that are currently
poor and expected to remain poor in the future.
These households are often categorized as living
in chronic poverty. On the other, vulnerable
households that are currently non-poor but face
large incomerisks and are likely to fall into poverty
in the future may be classified as living in transient
poverty. For example, a small-scale farmer who
cultivates cash crops may not be recorded as poor
after a season with normal weather, but with less
favourable weather the following season, the
farmer may fall into poverty. This farmer could
therefore be classified as non-poor today but as
vulnerable to falling into poverty in the future.

The risk of falling into poverty is one factor
influencing the dynamics of wealth and poverty.
Poor people are often among the most vulnerable
in society because they are the most exposed
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to a wide array of risks (see annex table A1.1).
Their extremely low income means they cannot
save and accumulate assets, are unable to access
financial markets and lack access to insurance
mechanisms—all severely restricting their ability
to deal with a shock when it strikes.

For example, in 2015, drought reduced
consumption by a third in Malawi, by 15 per
cent in Uganda and by 9 per cent in Ethiopia
(McCarthy, Brubaker and de la Fuente, 2016).
Worsening real producer prices contributed to
poverty increases in Madagascar from 2005 to
2010 (Thiebaud, Osborne and Belhaj Hassine
Belghith, 2016). Urban households in Ethiopia
with little or no education reduced consumption
by 10-13 per cent because of higher food prices
in urban markets at the end of 2010 (Hill and
Porter, 2016). Malaria alone reduces income
by 10 per cent when it goes undetected and
untreated (Dillon, Friedman and Serneels, 2014).
And poverty in African countries increased by 2.5
per cent on average during 2010-2015 because
of out-of-pocket health payments (Eozenou and
Mehta, 2016).

Households in low-income countries are exposed
to economic, political, social and environmental
shocks, and such exposure is one of the main
causes of vulnerability to poverty (World Bank,
2001). Shocks can cause poverty, increase its
depth and influence poverty and wealth dynamics
(Dercon and Krishnan, 2000; Tesliuc and Lindert,
2004). Shocks can be classified in multiple ways.
First, shocks can be natural (such as drought
and flooding) or human-induced (such as
conflict). Second, shocks can affect individuals or
households in an unrelated manner (idiosyncratic)
or be correlated among individuals or households
(covariate) over time (repeated) or with other
shocks (bunched).



A better understanding of the link between
vulnerability and susceptibility to falling into
poverty in Africa is vital to understanding the
extent of household consumption volatility,
quantifying its impact on poverty and identifying
risk-sharing gaps and policy solutions. A
household’s exposure to shocks and its ability to
cope with them defines its vulnerability (Elbers
and Gunning, 2003). Vulnerability to shocks can

induce precautionary behaviour in which poor
households rationally trade off higher expected
earnings for reduced exposure to risk, thereby
remaining trapped in poverty. Shocks can have
different impacts on different subpopulations
or household types. People living in, or close to,
extreme poverty have few opportunities to insure
against future setbacks and limited means of
coping when adverse events occur.

EXPANDING THE CONCEPT OF VULNERABILITY

The COVID-19 pandemic has highlighted the key role of risk management in poverty reduction. The
2021 Economic Report on Africa considers the COVID-19 pandemic not as aunique event but as aroutine
risk pushing vulnerable people into poverty because of their limited ability to manage risks. It argues
that reducing vulnerability to risks ex-ante is critical for enhancing well-being and sustaining poverty
reduction. Such an approach is important for two reasons.

First, in a risky environment, poorer households live under the constant threat of shocks that result in
risk-averse behaviour—to cope with uninsured risks—and that has long-term costs for them through
forgone income and earnings. Second, the cost of reducing exposure to shocks through prevention (ex-
ante) is often lower than the cost of managing the shock after it occurs (ex-post), so preparedness for
pandemics and other shocks needs to be beefed up. Hence the importance of locating the COVID-19
pandemic and its impact in a larger framework aimed at the measures needed not only to reduce poverty
but also to reduce vulnerability to poverty.

In essence, vulnerability refers to the risk that some future event will negatively affect household well-
being, though multiple approaches to defining and assessing vulnerability have been problematic (for
example, Pritchett, Suryahadi and Sumarto, 2000). Hoddinott and Quisumbing (2003) identify three
main categories: vulnerability as expected poverty, as low expected utility and as uninsured exposure
to risk. For poor households, dealing with risk and uncertainty preoccupies their livelihoods, and their
inability to effectively deal with shocks often lies at the core of their poverty (Hoogeveen et al., 2004).
Risk and vulnerability analysis, therefore, complements traditional poverty analysis that focuses on
assessing welfare losses due to negative shocks (box 1.1).
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Box 1.1 Expanding the concept of
vulnerability, and its use in this report

Even though the term is frequently covered
in social sciences, defining and analysing
vulnerability —are  problematic.  Academic
literature offers no consistent interpretation or
application of the term, and more widely, there
is no comprehensive consensus on its definition.
Often, the word vulnerability is presented
without definition and as seemingly self-evident.

Vulnerability has moved out of its limited
association with disaster risk assessment and
is often applied to a wide range of disciplines,
from economics to analysis of environmental
change. It is now increasingly recognized that
reducing  vulnerability—however  precisely
defined—is necessary to improve human well-
being, particularly in the face of multiple risks,
including climate change. Vulnerability has come
to be viewed as a multidimensional concept
applied to numerous disciplines and sectors,
with many ways to define and measure it (see
annex table A1.2) (Sumner and Mallett, 2011).

At the macro level, vulnerability is studied in
the context that certain risks may adversely
affect a country’s or region’s economy. These
may be natural, like an earthquake, or artificial,
like the 2008 global financial crisis. Identifying
and measuring the potential occurrence of risks
are important. From an economic perspective,
a country’s exposure to macroeconomic
shocks, such as the 2008 global financial crisis
or a sudden drop in export demand, generally
depends on its reliance on exports, its degree
of export diversification and its openness to
financial flows.

In the microeconomics literature—and the
approach used in this report—vulnerable refers
to people whose income is above the poverty
line but who are at risk of falling into poverty if
faced with an adverse shock.

Although vulnerability is an unobservable ex-
ante state, whether an individual vulnerable
to falling into poverty does so depends on
the type and duration of the shock, which can
vary by country often because of differences
in government response—such as, with the
COVID-19 pandemic, the extent of containment
measures and fiscal stimulus.
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ANALYTICAL APPROACHES OF THE 2021
ECONOMIC REPORT ON AFRICA

The analysis draws on five main approaches:

¢ Micro-analysis with the individual or household as
the unit of focus. The report focuses on economic ANALYTICAL APPROACHES OF THE 2021
vulnerability as it affects individual and household ECONOMIC REPORT ON AFRICA
well-being. At this level, concern about vulnerability
refers primarily to vulnerability to poverty and
should be seen alongside the more general concern Micro-analysis with the

with the concept and measurement of poverty. individual or household as

. - . he unit of f .
e Analysis of vulnerability to poverty without the unit of focus

estimating probabilities. The report uses a
simple rule of thumb of distance of consumption
from the poverty line to estimate individual or

Analysis of vulnerability to
poverty without estimating

household vulnerability to falling into or remaining probabilities.

in poverty. The report does not estimate transition

probabilities—that is, the likelihood or probability of Mainly money-metric
falling into or remaining in poverty. analysis.

e Mainly money-metric analysis. The overall

approach uses money-metric analysis, or the Use of the international
income or consumption poverty line, but with heavy poverty line for comparability
emphasis on the multidimensional nature of poverty. across countries.

e Use of the international poverty line for
comparability across countries. The report uses Inequality is implicit, not
the World Bank’s international poverty line of explicit, in the analysis.
$1.90 (in constant 2011 purchasing power parity
terms) per person per day for comparability across
countries. Policymakers, however, rely on national
poverty lines.

¢ Inequality is implicit, not explicit, in the analysis. The COVID-19 pandemic has had a varied
impact on individuals and households across the income distribution, accentuating existing
inequalities. The report does not, though, explicitly analyse outcome indicators of inequality.

The report is organized into six chapters. Chapter 2 reviews the key socioeconomic trends in Africa
before the outbreak of the COVID-19 pandemic in early 2020 and in the year that followed. Chapter 3
reviews the nature and extent of the health and socioeconomic crises arising from COVID-19, including
economic and other consequences of the pandemic, and countries’ fiscal and monetary responses.
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Chapter 4 analyses the nexus of poverty, risk and vulnerability in Africa. Chapter 5 focuses on improving
risk management and building resilience. Chapter 6 concludes with policy recommendations.

Annex table A1.1 Typology of risks

Covariant

Type of risk i i
:3":::‘ daffcict:ng as Risks affecting groups of
uals ] households (meso)
household (micro)
Rainfall
Natural Landslide
Volcanic eruption
lliness
Injury Epidemi
o pidemic (such a:
Health Disaliis the Ebola crisis)
Old age
Death
. Crime Terrorism
Social Domestic violence Gang activity
Unemployment
. Resettlement
Economic Jobang Harvest failure
IncomElEEs (sometimes due t

Ri
Political of -
Environmental Weather Pollution, dgfores

or nuclear disaste

Source: Adapted from World Bank (2001).

10 | ECONOMIC REPORT ON AFRICA 2021



Annex table A1.2 Selected approaches to
vulnerability, by discipline or sector

Discipline or sector

Sample definition

Approach to vulnerability

Anthropology

“The insecurity of the wellbeing

of individuals, households, or
communities in the face of a
changing environment” (Moser and
Holland, 1997, p. 5).

Social rather than economic vulnerability.

Emphasis on household characteristics
rather than specific measures of economic
outcomes.

Importance of links between vulnerability
and access to or ownership of assets.

Role of social ties and institutional
arrangements.

Development studies

“Vulnerability to poverty-... can

be referred to as the probability

of stressful declines in the levels
of wellbeing triggering the:
individual’s fall below a benchmark
level which represents a minimum
level of ‘acceptable’ participationin
a given society at a specific period”
(Guimaraes, 2020, p. 239).

Conceptualized at the individual or
household scale.

Common use of multidimensional
measures of vulnerability (social, economic
and political).

Possible tension between locally sensitive
definition and operational definition.

Disaster management

“The characteristics of a person
or group in terms of their capacity
to anticipate, cope with, resist,
and recover from the impact of

a natural disaster” (Blaikie et al.,
1994, p. 8).

Usually defined in relation to hazards
rather than outcomes.

Vulnerability to an underlying condition.

Since 1990s, risk seen as a function of
hazard and vulnerability.

Hazard becomes a risk only when its
impacts interact with a population.

Economics (micro)

“The propensity to suffer a
significant welfare shock, bringing
the household below a socially
defined minimum level” (Kuhl,
2003, p. 5).

Primarily measured by income or
consumption poverty.

Focus on the dynamics of consumption
patterns and the factors that influence
them.

Vulnerability arises from covariant shocks
(community-wide) and idiosyncratic
shocks (household-specific).

Poverty does not necessarily correlate
with vulnerability.

Economics (macro)

“Economic vulnerability of a
country can be defined as the

risk of a (poor) country seeing its
development hampered by the
natural or external shocks it faces”
(Guillamont, 2009, p. 195).

A country’s vulnerability depends on
existence of certain “inherent” features
(such as economic openness, export
concentration and import dependency).

Exogenous vulnerability arises from
structural economic factors.
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Environment

The degree to which a systemis
susceptible to, or unable to cope
with, adverse effects of climate
change inducing climate variability
and extremes. Vulnerability

is a function of the character,
magnitude, and rate of climate
variation to which a systemis
exposed, its sensitivity, and its

adaptive capacity” (Houghton et al.,

2001, p. 6).

Perturbation has multiple and
compound origins—that is, it is not solely
environmental.

Interaction between human activity and
environmental processes.

Usually vulnerability from a hazard.

Food security

The combined effects “of risk

and of the ability of an individual
or household to cope with those
risks and to recover from a shock”
(Maxwell et al., 2000, p. 9). Usually
defined in relation to a negative
nutrition-related outcome (such as
hunger or malnutrition).

Use of proxy indicators (such as child
malnutrition and consumption).

Vulnerability depends in part on
geographic characteristics of an area (such
as rainfall patterns and soil fertility).

Importance of political factors and
entitlement failures.

Geography “The vulnerability of people to fall Vulnerability is a function of economic-
into or remain in poverty O\EViﬂg to geography and socio-political
being at a particular place” (Naude, determinants i h hi .
Santos-Paulino and McGillivray, cterminants In each geographic reglon.
2009, p. 250). It considers multiple sources of risk.
Emphasis is on interaction of factors.
Health “Vulnerable populations are Certain demographic groups, particularly
defined as being at risk of poor vulnerable to poor health outcomes.
physical, psychological and/or
social health” (Aday, 1993). Influenced by a range of background
characteristics.
Recognition of links between poor health
and wider social factors.
Livelihoods Vulnerability relates to “the Vulnerability viewed as a broad concept.

ability to avoid, or more usually

to withstand and recover from,
stresses and shocks” or to
maintain the natural resource base
(Chambers and Conway, 1992,

p. 10). Stresses include seasonal
shortages and rising populations;
shocks include floods and
epidemics.

Measurement of livelihoods capabilities
(five types of livelihood capital: human,
natural, financial, social and physical) and
tangible and intangible assets.

Source: Compiled by Sumner and Mallett (2011).
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CHAPTER 2.

ECONOMIC AND SOCIAL
TRENDS DURING THE
COVID-19 PANDEMIC
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22%

of the population would still be
in extreme poverty in 2030,
even before the pandemic

growth slowed to
in2019

Africa’s fiscal deficit could take until
2024 to return to its pre-pandemic level
and its debt-to-GDP ratio until 2025

Private household spending remains
the largest component of total health
expenditure in Africa making it hard for
low-income households to access and
afford healthcare

Gender inequalities have been widened
by governments’ economic and social
policy responses, despite gender equality
being a key factor in producing higher
economic growth

86%

of total employment in Africa is informal
and remains the main source of income



Key Messages

Before the COVID-19 pandemic, the poverty rate on the continent (excluding Algeria,
Egypt, Morocco and Tunisia) fell from 59.4 per cent in 1999 to 40.2 per cent in 2018
(World Bank, 2020a), though progress slowed after the 2015 commodity price shock. Yet,
with a large share of the population hovering just above the extreme poverty line ($1.90 in
purchasing power parity terms a day), the gains are highly vulnerable to adverse shocks.

In the run-up to the COVID-19 pandemic, many African countries were already
experiencing declining revenue, rising debt stress and increasingly constrained fiscal
space, trends worsened by the pandemic. In 2019, overall GDP growth slowed to 3.0 per
cent, with some countries recording less than 1 per cent growth and so seeing a decline
in living standards in real terms. Commodity-dependent countries were under particular
stress.

Before the COVID-19 pandemic, most countries pursued an accommodative monetary
policy as inflation declined and remained stable. During the pandemic, most countries
maintained or further cut the policy rate to stimulate aggregate demand. However, with
supply chains disrupted by the crisis, inflation rose in some countries, prompting them to
increase the policy rate.

The COVID-19 pandemic increased high fiscal deficits and debt, narrowing countries’
fiscal space as they increased spending to cushion the pandemic’s effects, including
income tax exemptions, food subsidies and financial support to households and small
and medium enterprises. They boosted spending amid shrinking sources of revenue as
exports dwindled.

Many countries made uneven progress in social development. Their health systems
remained weak: out-of-pocket spending on health is still the largest component of
healthcare spending, on average, making it hard for people to access health services and
increasing their risk of falling into poverty. Further, education systems have produced
mixed results: although school enrolment has risen, inclusive access is low, and learning
outcomes are weak.

Gender inequalities remain common and have been widened by governments’ economic
and social policy responses—notably as women disproportionately take care of home
schooling and related duties and look after sick and older household members. Women
were also disproportionally represented in the informal sector, which was very badly hit
by the COVID-19 pandemic.

Informal employment remains high, and workers are especially vulnerable to external
shocks and crises. Given their poor working and living conditions, and often little or no
accesstosocial protection programmes, it has been tough for themto take the precautions
suggested by health authorities to reduce or halt COVID-19's spread.
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ECONOMIC TRENDS

The CQOVID-19 pandemic has heavily disrupted
the movement of people, goods, services and
capital, and its impacts led Africa’s GDP to
contract by anestimated 3.2 per cent in 2020. The
pandemic is expected to weigh further on already
slow economic growth, immediately declining
oil and commodity prices and growing fiscal
deficits and external debt, which together are
likely to narrow the fiscal space required to tackle
pandemic-related challenges.

Globally, the COVID-19 pandemic has slowed
economic activity, with the size and timing of
the impact varying by country, depending on its
exposure to the global economy in general and its
dependence on exports of primary commodities,
on tourism and on foreign direct investment in
particular (UNOCHA, 2020). A close sectoral
analysis of how this contraction varies across
sectors and how it translates into employment
losses shows that for some African countries, the
shock was already felt before the pandemic, owing
to the global economic slowdown.

Africa saw rising GDP growth rates before
the COVID-19 pandemic, though they
were insufficient to achieve the Sustainable
Development Goals by 2030. In some previous
years, it was the second fastest growing region
in the world, after developing Asia. Before the
pandemic, GDP growth was projected to increase
moderately, from 3.0 per cent in 2019 to 3.2 per
cent in 2020, before accelerating to 3.5 per cent
in 2021. Africa was once again projected to be
among the top-performing regions, with growth
rates above global and developing-country
averages (figure 2.1). However, the pandemic
has damaged the continent’s growth prospects,
leading to a contraction of 3.2 per cent in
2020—less severe than that of the overall global
economy, which contracted by 4.3 per cent. The
continent’s growth is expected to rebound to 3.0
per cent in 2021 and 3.5 per cent in 2022 (ECA,
2021a). More important, for some countries the
pandemic not only caused a temporary slowdown
but also reduced potential growth, owing to lower
human capital accumulation and less investment
in infrastructure and other development needs.

Figure 2.1 Actual and projected growth rates for Africa, with and without the COVID-19 pandemic,
and for all developing countries and the world, 2018-2021
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Before the COVID-19 pandemic, economic
growth in Africa’s largest economies had already
started contracting or slowing: in 2018, Angola’s
GDP decreased by 0.3 per cent, and GDP growth
slowed to 2.3 per cent in Nigeria and 0.9 per
cent in South Africa. Several countries reported
economic contractions in 2019, despite natural
resource endowments: Equatorial Guinea (4.6 per
cent), Libya (19 per cent), Sudan (2.6 per cent) and
Zimbabwe (7.1 per cent). These outcomes reflect
low economic diversification and prospects of
continued civil conflict. South Africa, one of the
continent’s leading economies, grew at 0.6 per
cent in 2019, with shrinking manufacturing and
mining output, due partly to strikes, and growth
in retail sales trending down. The country has
experienced adecline inreal GDP per capitaevery
year since 2015.

Strong growth rates of more than 7.5 per cent in
Cote d'lvoire, Ethiopia and Rwanda in 2019 did
little to reverse the three-year decline in Africa’s
GDP growth. Per capita growth falling from 1.7
per cent in 2020 to less than 1 per cent in 2021
was too little to accelerate economic and social
progress and partially explains the slow pace of
poverty reduction on the continent.

Africa’s recovery since the second quarter of
2021 is slightly losing momentum, with GDP
growth projected to rebound to 3.0 per cent in
whole-year 2021, below the 3.5 per cent growth
projected at the start of the year. Persistence of
the pandemic and disruptions to the labour market
have offset increased external demand, higher
than expected commodity prices and supportive
financial conditions in some countries.

In Ghana, Mauritius, Rwanda and South Africa,
growth in agriculture, manufacturing and services
accelerated and industrial production indices
rose as restrictions eased in 2021. Across the
continent, some industries—such as transport,
insurance, fishing, financial intermediation, post
and telecommunications, public administration
and defence, and agro-livestock and forestry—
have bounced back strongly or are still buoyant.
However, disruption in global and domestic supply
chains continues to raise cost-push inflation and
fuel inflationary pressures on the continent.

GDP growth in commodity and non-commodity
African economies contracted in 2020, with oil-
exporting countries the most affected (contracting
by about 3.0 per cent), owing to lower commodity
prices,oil productioncuts,deceleratinginvestment
in extractive sectors and weakened demand
from the largest economies (UNDESA, 2021).
For many oil-importing countries, momentum
in 2020 was also weaker than expected (with
about a 0.5 per cent GDP contraction), reflecting
declining exports and investment that were offset
only partly by lower oil prices, accommodative
monetary policies and fiscal support.

The price of oil, which accounts for about 40 per
cent of the value of African exports and 7.4 per
cent of GDP, fell by more than 50 per cent in the
first quarter of 2020, to its lowest level since
2003, particularly hurting oil exporters. Nigeria,
for example, depends on crude oil for 90 per cent
of its exports and for a large part of government
revenue. In Angola, oil accounts for around 90
per cent of export income and 75 per cent of
government revenue. Other countries reliant on
oil receipts include the Republic of Congo, Libya
and South Sudan. The price drops also worsened
theshortage of foreigncurrencyinthese countries.
However, lower oil prices benefited some poor
households in low- and middle-income countries
by reducing, for example, transport costs and the
prices of basic goods, though much of this impact
was offset by other inflationary pressures.

Oil prices rose continuously through much of
2021, from an average of $53 a barrel in January
to $73 in September. This trend has exerted
inflationary pressure on most oil-importing
countries in Africa; coupled with food price rises
and currency depreciation, it has made imports
more expensive for most countries, generally
widening oil importers’ current account deficits.
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Africa benefited from slight increases in some key
primary commodity prices in 2019, but as with oil
prices, commodity prices plummeted for most of
Africa’s exports as the severity of the COVID-19
pandemic increased in early 2020. Non-oil
commodity prices declined after January 2020,
with natural gas prices dropping by 30 per cent and
metal prices by 4 per cent over the first quarter,
to April 2020, creating problems for countries
dependent on such primary commodity exports.

A downward trend in demand had already
reduced prices for tea and coffee, particularly
for away-from-home consumption in major
import markets such as the United States and the
European Union. In April 2020, cocoa prices had
fallen by é per cent from the start of the year (ECA,
2020b). Metal prices fell by 20 per cent from end-
December 2019, and cotton prices had fallen by
26 per cent since the start of 2020. Declines in
international commodity prices heavily affected
countries that export these commodities (Benin,
Burkina Faso, Cameroon, Chad, Coéte d'lvoire,
Mali, Nigeria and Togo). Prices have, however,
beenrising since the second half of 2020, to above
pre-COVID-19 pandemic levels in the second half
of 2021.

In 2018 and 2019, before the COVID-19
pandemic, most African countries had
accommodative monetary policy as inflation
remained stable or declined. Inflation rates
declined significantly in Burkina Faso, Cobte
d'lvoire, Mali and Mauritius and stayed lower
than usual in the Central African Economic and
Monetary Community and the West African
Economic and Monetary Union, with some
member countries such as Céte d'lvoire recording
deflation. Algeria, Cabo Verde, Rwanda, Senegal
and Namibia stabilized inflation in the single
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digits, underpinned by their central banks’
independence. However, the pandemic increased
inflationary pressures, primarily because of
supply chain disruptions, rising commodity
prices (including oil and food) and increasing
macroeconomic vulnerabilities stemming from
reduced remittances from abroad, falling tourism
revenue and deteriorating broader financing
conditions. These issues now pose real difficulties
for most countries in Africa (ECA, 2021a).

Most African countries implemented expansionary
monetary policies to curb the effects of the
COVID-19 pandemic, contributing to an increase
in the continent’s average inflation, from 11.0
per cent in 2019 to 14.5 per cent in 2020, with
a projected decline to about 9 per cent in 2021.
These policies were the monetary counterparts
to higher fiscal spending. Loan deferrals and
collateral requirements were adopted in 2020 to
support businesses, despite weaker consumption
and investment spending damping inflationary
pressures around the world during most of the year.

Inflation in 2021 is estimated to have stayed
in the double digits in Ethiopia, Angola, South
Sudan, Zambia, Libya, Nigeria, Guinea and
Sierra Leone, reflecting the impact of higher
food prices, depreciating exchange rates and
rebounding global energy prices (figure 2.2).
Stronger inflationary pressures have caused some
countries, such as the Democratic Republic of the
Congo, to abruptly reverse their monetary policy
stance and increase policy rates, undermining
financial stability and economic recovery (ECA,
2020b). In Ethiopia, inflation remained high in
2020 because of the widening trade balance
associated with infrastructure projects and
reduced foreign currency reserves and liquidity
(FEWS NET, 2020). In South Sudan, inflation has
been high since 2015 due to the monetization
of deficits by the central bank and the country’s
fragile peace situation (AfDB, 2020).
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Inflation in 2021 is estimated to have
stayed in the double digits in Ethiopia,
Angola, South Sudan, Zambia, Libya,
Nigeria, Guinea and Sierra Leone,
reflecting the impact of higher food
prices, depreciating exchange rates
and rebounding global energy prices.

Figure 2.2 Inflation in selected African countries, 2019-2021
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Policy rates remain below their 2019 levels in most countries (figure 2.3). Central banks in Africa’s
major economies—Egypt, Nigeria and South Africa—have continued to lower their rates, although since
the start of 2021, policy rates have been on hold in most countries, in an attempt to balance maintaining
price stability, reducing exchange-rate pressures and stimulating the domestic economy (ECA, 2021a).
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Figure 2.3 Policy rates in selected African countries, 2019-2021
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Difficult macroeconomic conditions before the
COVID-19 pandemic in Burundi, Somalia, South
Sudan and to some extent Ethiopia elevated staple
commodity prices, while weakening local currencies
increased imported food prices and slowed imports.
High inflation and local currency depreciation have
severely affected households’ access to food during
the pandemic, especially in the Gambia, Guinea,
Liberia, Nigeria and Sierra Leone.

The increased price of imported products has
been transmitted to local products (WFP, 2020),
especially in Liberia and some areas of Mali
Mauritania and Nigeria, where food prices rose

by more than 50 per cent above their five-year
average in 2020 (RPCA, 2020). Libya was among 20
countriesinthe world where the cost of a basic food
basket increased by more than 10 per cent between
the first two quarters of 2020 (WFP, 2021).

By subregion, Central, North and West Africa
were the most affected by widening current
account deficits in 2020, reflecting lower
commodity prices and collapsed revenue in
tourism-dependent countries (figure 2.4). East,
Southern and West Africa are estimated to be the
most affected in 2021.

Figure 2.4 Current account deficits, by African subregion and economic grouping, 2019-

2021
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In 2019, many African countries experienced
exchange rate volatility as their currencies
depreciated, mainly ontrade-related uncertainties
and capital outflows, as well as country-specific
factors such as widening fiscal deficits, declining
foreign exchange reserves and lower capital
inflows. These fluctuations stabilized in 2020 in
most countries as central banks intervened to
support their currencies (ECA, 2020b).

The Democratic Republic of the Congo faced
a shortage of foreign currency reserves as its
exports of coffee, tobacco, cacao and metal fell,
owing to subdued export demand and disruptions
to logistical services because of the COVID-19
pandemic. This reduced funds for public spending
and caused the local currency to decline against
the US dollar by 14 per cent from April to June
2020, leading to higher food prices (FAO, 2020b).
In 2021, some African countries continued
to see exchange rate depreciation and a weak
external trade position, while others began to
record exchange rate appreciation, reflecting
their monetary and fiscal policies. A sharp rise in
copper prices has helped Zambia, the continent’s
second-largest  copper producer, maintain
higher export revenue, reducing the rate of the
kwacha’s depreciation against the US dollar. South
Sudan experienced the sharpest exchange rate
depreciation, owing mainly to depleted foreign
exchange reserves.

Africa’s fiscal deficit narrowed from 5.3 per cent
of GDP in 2017 to 3.0 per cent in 2019, mainly
because of government fiscal consolidation
efforts, such as reduced subsidies; recovering
oil prices and increased oil production in Angola,
Chad, Ghana and Nigeria; widening tax bases
and automation of tax administration in the

Republic of Congo, Lesotho, Malawi and Nigeria;
and improved global economic conditions. Since
the COVID-19 pandemic’s onset, however, fiscal
space in Africa has faced headwinds, and fiscal
deficits were estimated to have reached a record
8.1 per cent of GDP in 2020 before narrowing to
5.4 percentin2021 (figure 2.5a). African countries
have increased spending to cushion the health and
socioeconomic impacts of the pandemic, while the
major sources of revenue were put on hold as
most countries provided income tax exemptions,
food subsidies, aid and donations to individuals,
households and small and medium enterprises.
In Benin, tax revenue fell to 6.5 per cent of GDP,
and Niger, Nigeria and Sierra Leone also recorded
revenue shortfalls arising from reduced economic
activity. Most African countries are facing these
fiscal headwinds, raising concerns about debt
sustainability.

Africa’s fiscal deficit increased marginally, from
2.9 per cent of GDP in 2018 to 3.0 per cent in
2019, and debt as a share of GDP (weighted)
increased from 59.1 per cent to 61.0 per cent
(figures 2.5a and 2.5b). Both metrics jumped in
2020 as countries attempted to respond to the
fiscal challenges of the COVID-19 pandemic.
Africa’s fiscal deficit could take until 2024 to
return to its pre-pandemic level (see figure
2.5a) and its debt-to-GDP ratio until 2025 (see
figure 2.5b), and even then, debt will remain
just above the nominal 60 per cent threshold
that the International Monetary Fund considers
sustainable for African countries. Despite the
debt-suspension and debt-relief programmes
offered to African countries, the International
Monetary Fund put Africa’s additional financing
needs for an adequate pandemic response at
around $285 billion until 2025, while the African
Development Bank estimated the financing gap
that African governments needed to plug in fiscal
year 2020/2021 to be about $154 billion (AfDB,
2021; IMF, 2021b).
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Figure 2.5 Africa’s fiscal balance and debt-to-GDP ratio, 2018-2025
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Debt-to-GDP ratios rose in Africa between the 2010-2019 average and 2020 or 2021, nearly doubling
in Southern Africa (figure 2.6). Africa’s debt-to-GDP ratio was projected to reach 66 per cent in 2021,
up 19 percentage points from the 2010-2019 average. Southern Africa had the highest estimated debt
ratio, 77 per cent in 2021, influenced largely by the oil- and mineral-exporting countries of Angola,
Mozambique and Zambia. Some 15 African countries were at risk of debt stress as of 30 June 2021, of

which 5 severely debt-stressed African countries have applied for debt relief under the G20 Common
Framework (IMF, 2021b).

Figure 2.6 Debt, by African subregion and economic grouping, 2010-2021
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Most African governments have strengthened
their debt management procedures, but those with
high public debt will struggle to mobilize resources
to respond to the COVID-19 pandemic because
meeting current debt obligations takes away critical
resources, reinforcing the loss of revenue for those
dependent on commodity exports.

Public debt exceeds 100 per cent of GDP in
Angola, Cabo Verde, Eritrea, Mozambique,
Seychelles, Sudan and Zambia. As of June 2021,
the International Monetary Fund classified the
Republic of Congo, Mozambique, Sdo Tomé and
Principe, Somalia and Sudan as being in debt
distress and Burundi, Cabo Verde, Cameroon,
Central African Republic, Chad, Djibouti, Ethiopia,
the Gambia, Ghana, Guinea-Bissau, Kenya,
Mauritania, Sierra Leone, South Sudan and Zambia
as being at high risk of debt distress (IMF, 2021b).

Constrained fiscal space makes it hard to
respond to the pandemic’s impacts

Few African countries have much fiscal space.
A 2019 ECA analysis for 2016-2018 estimated
fiscal space as the difference between a country’s
debt limit and current debt at two thresholds:
50 per cent of GDP, as recommended by the
International Monetary Fund for developing
countries, and 40 per cent, the African average.
Fiscal space was an estimated -9.6 per cent of

GDP for the 50 per cent threshold and -19.6
per cent for the 40 per cent threshold. At the 50
per cent threshold, only 40 per cent of African
countries had positive fiscal space, and at the 40
per cent threshold, only 30 per cent did. Botswana
had the most fiscal space, while Sudan was the
most constrained (ECA, 2019b).

The macroeconomic instabilities amplified by
the COVID-19 pandemic, in particular fiscal
deficits and debt, are also subject to uncertainties
caused by the effectiveness of policy responses to
mitigate the spread of the virus and reinvigorate
growth and by the reaction of people and
policymakers to the development and roll-out of
COVID-19 vaccines. Further, the pandemic has
raised concerns of the duration of expansionary
fiscal measures, amid higher debt in many African
countries, which will affect vulnerable and poor
people in particular, especially because savings
and remittances have become severely limited as
consumption-smoothing possibilities (see below).

Global trade decreased from 2019 to 2020
because of COVID-19 restrictions such as
lockdowns, border closures, travel restrictions
and disruptions in global value chains (figure 2.7).

Figure 2.7 Merchandise exports, by global region, 2010-2020

25,000
20,000
W\ World
§ 15000
B
*>
10,000
5000 — -
o B 1. 1._.1.1 i i I . 1. 8.
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 (a)

Africa

B Americas

Asia Europe B Oceania

Source: ECA calculations based on data from the United Nations Conference on Trade and Development’s UNCTADstat database, 2021.

ADDRESSING POVERTY AND VULNERABILITY IN AFRICA DURING THE COVID-19 PANDEMIC | 25



$ billion

The share of global exports decreased from 2010
to 2019 in Africa but increased in other global
regions. The continent’s share fell from 2.48 per
cent in 2019 to 2.14 per cent in 2020, though
Asia and Europe were resilient, owing partly
to continued supplies of consumer goods and
medical goods during the COVID-19 pandemic.

In 2020, African exports were valued at $375.4
billion, down from $471 billion in 2019, and
imports at $509.8 billion, down from $582.9
billion. Nonetheless, with the ongoing roll-out of
COVID-19 vaccines, falling infection rates and
relaxed containment measures, a rebound was
expected in 2021. Global trade in goods was
expected to increase by 8.0 per cent in 2021, with
African exports estimated to pick up by 8.1 per
cent and imports by 5.5 per cent (WTO, 2021).

Africahas shown a merchandise trade deficit since
2013 (figure 2.8), reflectingcontinued dependence
on exports of low-value-added commodities
and imports of high-value manufactured goods,
reinforcing its vulnerability to external shocks
during a crisis.

Figure 2.8 Merchandise trade in Africa, 2010-2020
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Most African countries still depend on exports of
raw materials and on imports of essential goods
such as food items and pharmaceuticals. The
African Continental Free Trade Area (AfCFTA),
however, has huge potential to reduce this
dependence. If AfCFTA s effectively implemented,
intra-Africa trade is expected to be about 35 per
cent higher than without the grouping by 2045
(ECA, 2021b). Large gains are expected in all main
sectors, along with strong potential to promote
industrialization. For instance, intra-Africa trade
could increase by about 40 per cent in agri-food,
industry and services and by about 16 per cent in
energy and mining.

Because the composition of intra-Africa trade
is dominated by industry (unlike extra-Africa
exports, which are concentrated in fuels and other
primary commodities), the AfCFTA would help
Africa industrialize and diversify, reducing trade
dependence on external partners and boosting
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cent today to over 26 per cent.
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The goods sectors with the greatest potential for
expanding intra-Africa trade are milk and dairy;
cereals and crops; livestock; sugar; vegetables,
fruit and nuts; processed food (for agri-food);
wood and paper; metals; vehicles and transport
equipment; and textiles, apparel and leather
products (for industry).

Service sectors would also strongly benefit in
relative terms, though less so in absolute terms.
Financial, business and communication services
would increase by over 50 per cent, tourism and
transport by around 50 per cent and health and
education by just over 33 per cent.

The AfCFTA is expected to cushion the adverse
effects of the COVID-19 pandemic by supporting
regional trade and value chains through
reductions in tariffs and the removal of non-
tariff barriers to trade. The main rationale is that
enhanced continental integration will enable the
economies of scale and investment needed to
develop wide-reaching regional value chains and
support industrialization, increasing resilience
to future shocks. The AfCFTA could lift about 30
million people out of extreme poverty and raise
the income of 68 million others who live on less
than $5.50 a day (World Bank, 2020b).

ECONOMIC GROWTH
AND POVERTY
REDUCTION IN AFRICA

Even though Africa’s poverty-reducing effect of
growth is low, economic growth is key to reducing
poverty. The period 2002-2014 was the best
for poverty reduction in Africa: the poverty rate
declined on average by 1.2 percentage points a
year, though the continent still added about 13
million new poor people in this period. Poverty
reduction was helped by a satisfactory economic
outturn, with average GDP per capitaincreasing by
2.64 per centinthe period. Since 2014, the decline
in growth in GDP per capita to below zero has not
been good for poverty reduction (figure 2.9).

Figure 2.9 Africa’s poverty headcount ratio and GDP growth per capita, selected years in 1990-2018
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The change in the poverty headcount ratio and
the growth in GDP per capita are in opposite
directions in Africa (figure 2.10), suggesting a link
among real GDP growth, population growth and
poverty reduction. Since 2015, growth in GDP per
capitain Africahas been negative, averaging -0.45
per cent. The latest 2018 poverty numbers—the
last before the COVID-19 pandemic—reflect this
decline in economic performance, with the drop
in Africa’s poverty rate slowing to less than 0.5
percentage point a year in 2014-2018. Hence,
based on the latest available poverty numbers,
Africa was already off track for achieving
Sustainable Development Goal 1, to end poverty
in all its forms everywhere by 2030, even before
the pandemic. About 22 per cent of the population
would still be in extreme poverty in 2030, even
with assumed real growth in consumption of 6.5
per cent ayear (AfDB, 2015).

The extent to which growth in GDP per capita
translates into poverty reduction has also been
lower in most African countries than in other
regions. The poverty-reducing effect of growth—a
measure of the extent to which GDP growth per
capita decreases poverty—ranged from -0.30 to
-0.60 in selected African countries between 1997
and 2016. Countries with low initial development
tend to have lower poverty elasticity of growth, as
do countries with high inequality (Bourguignon,
2003; Ravallion, 2012). Rapid population growth
driven by high fertility, a high poverty gap
ratio, high initial inequality and low growth in
agriculture (where the bulk of poor people work)
have all contributed to tamping down the poverty-
reducing impact of Africa’s growth (ECA 2017).

The most recent forecasts suggest some recovery
of aggregate GDP growth, to 3.1 per cent in 2021
and 3.5 per cent in 2022, and of GDP per capita
growth,to 1 percent (ECA, 2021a). But the upturn
in aggregate GDP growth barely makes up for the
decline since 2014, reflecting the commodity-
price shock, and projected GDP per capita growth
remains well below the 2002-2014 average
of 2.6 per cent a year. Before the COVID-19
pandemic, in 2014-2019, poverty reduction in
Africalagged well behind that during 2010-2013,
as well as what is required to achieve Sustainable
Development Goal 1.

Figure 2.10 Change in poverty headcount ratio and growth in GDP per capita in Africa, selected years

in 1990-2018, selected years
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SOCIAL TRENDS

Private household spending remains the largest
component of total health expenditure in Africa
(at 36 per centin 2019, the most recent year with
data), making it hard for low-income households
to access and afford healthcare. Beyond that, few
informal workers have insurance, so they have to
bear the costs of COVID-19 testingand treatment
themselves. In 2019, household out-of-pocket
spending on health reached over 70 per cent of
current health spending in Cameroon, Comoros,
Equatorial Guinea, Guinea-Bissau, Nigeria and
Sudan (World Bank, 2019). Even before the
COVID-19 pandemic, access to healthcare, even
free healthcare, was largely out of reach for
informal workers, as the cost of missing even one
day of work is too high (Gerdin and Kolev, 2020).

Health systems in most African countries are
weaker than those in other regions. Africa has
among the lowest densities of skilled health
professionals. The global average is 23 per 10,000
population, but 13 African countries with data
(Central African Republic, Chad, Ethiopia, Guinea,
Liberia, Madagascar, Malawi Niger, Senegal, Sierra
Leone, Somalia, Togo and United Republic of
Tanzania) have fewer than 5; among them, Niger
and Somalia have fewer than 2 (ECA, 2019b).

Over 2000-2010, 26 of these countries recorded
declines in their supply of health workers, owing
to steep reductions in nursing and midwifery
personnel. International migration of skilled
health workers is also a factor in the declines.
Because people are free to move in search of
better economic opportunities, countries need to
invest more in training and medical education and
to strengthen their human resource capacities in
order to retain health professionals (ECA, 2019a).

In 2020, spending on health increased as
governments set aside funds to sustain health
systemsandabsorbcostsrelatedtothe COVID-19
lockdowns. In a best-case scenario (with a halt to
the spread of the virus and tight, early physical-
distancing measures), an estimated $44 billion
is required for testing, personal protective
equipment and treatment of COVID-19 patients
requiring hospitalization and intensive care in
Africa (ECA, 2020a).

Health systems in most countries labour under
insufficient and inequitably distributed resources.
The poorest countries bear a disproportionately
high share of Africa’s burden of disease and injury
yet have fewer resources for financing healthcare
(ECA, 2019a). Hence, when the COVID-19
pandemic began, many African healthcare
systems already faced inadequate staffing, out-of-
date equipment and the like, forcing them to rely
on disease prevention and stringent lockdown
measures, damaging the economy.

Africa’s education system shows mixed results:
solid gains in enrolment, from pre-school to
tertiary levels, but still-weak inclusive access and
learning outcomes. Skills obtained in secondary
school are critical for structural transformation
and industrialization and for achieving the goals
of the 2030 Agenda for Sustainable Development
and Africa 2063.
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Africahas seen animpressive increase in the share
of students enrolled in primary school, though
starting from a low base, from 54.2 per cent in
1970 to more than 98 per cent in 2019. Girls’
enrolment was above 96 per cent in 2019. Yet
for most young Africans, education still ends with
primary school: despite increases in secondary
school enrolment, in 2018 lower-secondary
school enrolment was only 32 per cent and upper-
secondary school enrolment was only 22 per cent
(UNICEF, 2019).

The continent suffers from wide within- and
between-country differences in access to
secondary school. For example, in 2019, 80 per
cent of students in Botswana, Cabo Verde and
South Africa attend secondary school compared
with 20 per cent in the Central African Republic,
Chad and Niger. Completion rates stand at 42 per
cent for lower-secondary school students and 30
per cent for upper-secondary school students.
Inequalities in access are a chronic vulnerability
in Africa: as secondary school enrolment has
increased, so too have gender disparities in access
to secondary school education. The biggest
beneficiaries of secondary school education are
wealthier, urban boys. Access of rural dwellers,
women and low-income groups is limited by cost-
sharing requirements: the share of the household
budget devoted to primary school-related
spending on transport, books and uniforms can
top 30 per cent, out of reach for many families in
the bottom income quintiles.

In Africa overall, the household proportion of
spending on children’s education is 29 per cent,
which tends to exclude students from poorer
quintiles, girls, internally displaced students and
refugees, and students with disabilities. In Malawi,
only 5 out of every 100 of the poorest rural girls
attend secondary school, and barely 1 completes
secondary school. In Nigeria, 3 per cent of the
poorest rural girls complete secondary school
compared with 92 per cent of the wealthiest
urban boys.
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School closures, even brief ones, have long-term
consequences for human capital accumulation
and economic growth. Online learning substitutes
are rarely on hand for children from low-income
households because of limited access to digital
technology and poor internet penetration rates in
rural and remote areas. Continued school closures
under a prolonged COVID-19 pandemic will have
aseriousimpact oneducation and the productivity
of national labour forces in the medium term.
Previous shocks, such as HIV /AIDS in the 1990s
and intermittent droughts, have reduced learning
outcomes and led to substantial income losses
over the lifetimes of those affected (Alderman,
Hoddinott and Kinsey, 2006).

The longer school closures remain in effect, the
more likely children, mostly girls and children
from the bottom quintiles, will drop out of school
altogether (UN, 2020a). This would only add to
Africa’s already high school dropout rates. Girls
will probably be especially hard hit because they
are more likely to face physical abuse and less
likely to have access to online learning and return
to school. For some girls, schooling provides
much-needed protection against early marriage
and pregnancy (UN, 2020a). Children may also
face lack of access to nutrition and food with the
loss of school feeding programmes, because many
children from poor households rely on school for
their only nutritious meal of the day.

Gender inequalities in Africa are wide and have
been accentuated by governments’ economic
and social policy responses to the COVID-19
pandemic. The responses and the pandemic’s
socioeconomiceffectsdisproportionately affected
women through increased time spent on home
schooling and related duties and on caring for sick
and older family members—yet gender equality is
a key factor in producing higher economic growth,
particularly in Africa (Blackden et al., 2006).



In South Africa, as elsewhere, women have
been more heavily affected by the COVID-19
pandemic. While women accounted for fewer
than half the employed in February 2020, they
suffered two-thirds of net job losses between
February and April that year (Casale and Posel,
2021). Among those who remained employed,
women saw a steeper drop in working hours than
men. The most vulnerable groups—informally
employed people, poor formal workers, those in
the lower earnings terciles and those without a
tertiary education—were affected more. In the
poorest tercile among the employed, 47 per cent
of women reported losing their job compared with
36 per cent of men. In the richest tercile among
the employed, 15 per cent of women and 10 per
cent of men had lost their jobs by April. More
women (73 per cent) than men (66 per cent) living
with children reported spending more time than
usual on childcare (Casale and Posel, 2021).

About 86 per cent of total employment in Africa,
on average—and 91 per cent in West Africa— is
informal (ILO, 2020). The share of informal labour
in total employment ranges from 43 per cent in
Gabon to 98 per cent in the Democratic Republic
of the Congo, with 95 per cent in Mozambique, 90
per centinthe United Republic of Tanzania, 88 per
cent in Ghana and 47 per cent in Ethiopia.

Informal workers typically live and work in
precarious conditions, with inadequate access
to water, sanitation and workplace protection

equipment. Given their overall poor working and
living conditions, informal workers are unlikely
to take many of the precautions suggested by
health authorities, such as social distancing or
self-isolation.

Informal employment is, however, the main source
of income in Africa, which has the highest share
of informal labour in the world: 86 per cent of
workers—about 20 percentage points higher than
in emerging markets and developing economies.
In Africa, 95 per cent of young and older people
are informal workers, much higher than the
average for emerging markets and developing
economies (85 per cent) and worldwide (77 per
cent) (Nguimkeu and Okou, 2020).

In East Africa, the informal economy accounts for
an estimated 61 per cent of employment and 93
per cent of new jobs created (AfDB, OECD and
UNDP, 2016). Informal employees, who often
survive on wages paid daily, have been heavily hit
by COVID-19 response measures, such as stay-
at-home orders and closures of street markets
(FAQ, 2020a).

Although mobility restrictions were instrumental
in limiting the spread of COVID-19, they had
devastating repercussions on livelihoods in
Africa, where 81 per cent of the economy is
informal (IOM, 2020). Containment measures
are expected to have hit particularly hard in
urban and peri-urban areas, where most people
rely on daily work, casual labour, petty trade and
food-vending activities.
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Limited social protection
programmes

In 2020, an average of 3.6 per cent of worldwide
GDP was spent on non-health social protection,
to ensure income security during people’s
working lives; in Africa, the share was 1.1 per
cent and covered a little over half of the working-
age population (figure 2.11). Social protection
includes unemployment, employment-injury,
disability and maternity benefits, as well as
general social assistance. In Africa, social
assistance covers only 7 per cent of people
identified as vulnerable (ILO, 2020).

Many social protection programmes in Africa
have embedded designs that reflect earlier
socioeconomic crises, such as the HIV/AIDS
pandemic. Such designs, along with political
considerations, have restricted programmes’
ability to adapt to new types of exogenous shocks
and have limited their fiscal efficacy. Most social
protection programmes also exclude informal
workers, leaving most of the working-age
population in Africa particularly exposed to the
impacts of economic and social policy responses.

Figure 2.11 Share of working-age population in the total population and public social protection
spending as a share of GDP, by global region, 2020 or latest year available
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About 83 per cent of Africans lack any social protection benefit (figure 2.12) (ILO, 2020), and only a

small share of the economically active population is covered by statutory social security schemes, most
of which are for old-age pensions.

32 | ECONOMIC REPORT ON AFRICA 2021



Figure 2.12 Population covered by at least one social protection benefit, by global region, 2020 or latest
year available.
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Access to social protection varies widely in Africa (figure 2.13).

Figure 2.13 Access to social protection in selected African countries, 2020 or latest year available
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$ per person per day

The average amount of social transfers globally
is $0.87 (in purchasing power parity terms)
per person per day, with $0.64 in low-income
countries and $1.01 in middle- and high-income
countries (ILO,2018).Evenifthe coverage of social
protection benefits were increased, the amount of
social transfers in 20 of the 37 African countries
with data is insufficient to increase poor people’s
consumption and help them exit poverty (figure
2.14). A probable reason for the limited impact on
poverty could be the high depth of poverty (see
chapter 3), as poor people’s mean consumption
is on average 22 per cent below the poverty line.
The depth of poverty and the reduction in poverty
due to social transfers are negatively but weakly
correlated (-0.34).

The COVID-19 pandemic has exposed the slow
progress inimproving social outcomes for the most
vulnerable people in Africa. Trends in human asset
building, including social protection coverage,
leading up to 2019 were too little and too late to
offset the pandemic’s impact the poor people.

Figure 2.14 Average social transfer amounts, poor people’s mean consumption and population covered
by social protection in selected African countries, 2020
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Urbanization is transforming Africa (UN-Habitat,
2020). Major cities are growing fast, with millions
of people seeking opportunities in Abidjan, Cairo,
Johannesburg, Kinshasa, Lagos and Nairobi and in
fast-growing smaller hubs such as Lilongwe and
Niamey. Urbanization is creating new demand
for goods and services, supporting new ideas
and initiatives and attracting investors to help
create more competitive, innovative and efficient
markets (Pimenta, 2020).

Nearly 56 per cent of Africa’s urban residents live
ininformal settlements (figure 2.15). The majority
of urban households live in a single room (71
per cent in Kampala, for example), lack potable
water (80 per cent lack it in Lagos) and reside in
overcrowded neighbourhoods (the population
density in Johannesburg is 9,000 people per
sq. km), and only 34 per cent of people in Africa
have access to handwashing facilities (ECA,
2020a). Such conditions accelerate COVID-19

transmission and present major impediments to
response. The UN socioeconomic framework for
the immediate response to COVID-19 considers
the urban informal sector and self-employed
workers among those at risk of experiencing a
high degree of socioeconomic marginalization.

Africa’s densely populated informal settlements
bring the two intersecting health and economic
vulnerabilities to the fore. With limited access
to handwashing and sanitation facilities and few
optionsformaintainingsocialdistancing,dwellers
are at higher risk of contracting COVID-19.
At the same time, containment measures such
as lockdowns, curfews and quarantines have
hurt the urban-based manufacturing and
service sectors, which account for 64 per cent
of the continent’s GDP and provide informal
employment and livelihoods to most urban
residents (UN-Habitat, 2020).

Figure 2.15 Urban population living in informal settlements, by African subregion, 2020
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In Africa, one in five people sends or receives
international remittances (IFAD, 2020). Since
2009, remittance flows to African countries have
nearly doubled as a share of GDP, to more than 5
per cent, in 15 African countries. In 2019, migrant
workers sent about $85 billion to the continent
(World Bank, 2020a). Millions of vulnerable
people in Africa use remittances to cover essential
needs, and an estimated three-quarters of those
remittances are used to buy nutritious food or to
cover healthcare, education and housing expenses
(ECA, 2020a; UNDESA, 2019).

Around half of global remittances go to rural
areas, where three-quarters of the world’s poor
and food-insecure people live. Poor households
and those headed by women are more likely than
wealthier households and households headed
by men to spend remittances to buy essential
goods and services. While migrants make up less
than 4 per cent of the global population, they
represent at least 8 per cent of the population in
6 of the 10 countries with the most COVID-19
cases (World Bank data as of 5 June 2020). The
wealthy economies of North America, Europe
and the Middle East host a large share of African
migrants and are the source of more than half the
remittances sent to Africa.

Yet for their part, millions of remittance senders
havefoundithardtosendmoneytorelativesduring
lockdowns. In Africa, remittance flows declined by
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an estimated 21 per cent in 2020, to $67 billion,
wiping out gains from six years of increasing flows
(ECA, 2020a). The world has 1.7 billion unbanked
adults, 75 per cent of whom own a mobile phone
that could increase their access to financial services
(World  Bank, 2020a). Financial technology
companies, including telecommunication firms,
could help lower remittance costs by improving
access to and speeding up the clearing and
settlement of transactions (UN, 2020b).

Remittances  support  family  consumption
during adverse shocks by diversifying sources
of household income and are a vital source of
funds for tens of millions of Africans and others.
Ethiopian households that receive international
remittances are, for example, less likely than other
households to sell productive assets, such as
livestock, to cope with food shortages (UNDESA,
2019). Remittances have also helped smooth
household consumption of rural farmers in Ghana
and helped households in Mali respond positively
to shocks. In 2019, remittances accounted for
34.1 per cent of GDP in South Sudan ($1.3
billion), 24 per cent in Lesotho and 8.1 per cent in
Zimbabwe. In Somalia, an estimated 40 per cent
of the population receives remittances, mainly
people in urban settings, who sometimes forward
money to rural relatives. These remittances
account for up to a third of Somalia’'s $6 billion
GDP (Migration Data Portal, 2020; UNDESA
2019; World Bank, 2020a).



CONCLUSION AND
POLICY IMPLICATIONS

The adverse shocks fromthe COVID-19 pandemic
are colliding with existing vulnerabilities and
exacerbating the continent’s pre-pandemic
socioeconomic challenges. With an estimated
contractionof 3.2 per cent of GDPin 2020, African
countries’ policy priority should be addressing the
pandemic’s health and socioeconomic effects to
help them rebound to above the estimated 3.1 per
cent growth for 2021. Growth is expected to be
supported by the gradual removal of restrictions,
despite having been derailed by new COVID-19
variant waves; by growth in global demand for
commodities; and by recovery in commodity
prices, which is set to boost exports from
commodity exporters.

In the short to medium term, monetary policies
are expected to remain largely accommodative,
though fiscal space remains severely constrained
amid increasing government spending and
diminishing revenue in many African countries.
With 20 countries in debt distress or at high risk
of distress, the debt position remains extremely
challenging, with Chad, Ethiopia and Zambia
applying for debt relief under the G20 Common
Framework. Several countries also face liquidity
pressures. To boost the continent’s slow growth
rate, reduce debt and ensure a resilient recovery,
African governments should strengthen their
domestic resource mobilization efforts to
increase revenue and invest in their economies’
productive sectors.

With weak fiscal and foreign exchange buffers,
African countries should pursue comprehensive
macroeconomic policy responses and structural
reforms to strengthen health systems, relieve
the economic burden of the COVID-19 pandemic
and stimulate economic recovery to achieve the
Sustainable Development Goals by 2030. Yet
given African countries’ tough financing choices,
the international development community needs
to support their policy responses to combat the
pandemic. Failure to act decisively will exacerbate
vulnerabilities and likely compromise countries’
economic recoveries. Targeted and coordinated
monetary and exchange rate policies are needed to
maintain the flow of liquidity and credit to African
economies, while reducing the risk of financial
instability. Strengthening weak health systems,
increasing investment in digital technologies and
fast-tracking the AfCFTA will be important for
fostering economic recovery, both now and after
the pandemic.

Accelerating vaccine acquisition, speeding
vaccination roll-out, increasing fiscal stimulus
packages and financial support, restructuring
public debt and increasing international financial
flows to the continent, whether bilateral,
multilateral or private, would boost countries’
responses to the COVID-19 pandemic and
vaccination coverage rates. In addition, countries
should implement transformative post-pandemic
plans with bold structural reforms that prioritize
investment and job creation to nurture growth
potential and consolidate the economic recovery.
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THE COVID-19
PANDEMIC, THE
CONSEQUENCES
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Key Messages

Thedisruption caused by the COVID-19 pandemic has harmed poorer people and poorer
countries, particularly in Africa, the most, pushing an estimated 55 million people into
extreme poverty in 2020 and reversing more than two decades of progress. Labour
markets were the key transmission channel of the shock to households.

Some 9-18 million formal jobs in Africa could be lost because of the COVID-19 pandemic.
A further 30-35 million formal jobs are at risk of reduced wages and working hours
because of lower demand and enforced lockdowns. This puts the jobs of a third of Africa’s
formal workers at substantial risk. In manufacturing, tourism, construction, and retail and
wholesale, the jobs of more than half the workforce could be affected.

The adverse household-level impacts of the COVID-19 pandemic, through a combination
of supply and demand shocks, have reduced economic activity, jobs and income. People
who rely on the informal economy, women, people living with disabilities, refugees and
displaced people will suffer the most.

Widespread containment measures have shifted responsibility for providing basic
services such as healthcare, education and long-term care to households, placing an
additional burden on women, who already had a disproportionate burden of care.

Despite limited resources, African governments responded rapidly to the COVID-19
pandemic by adopting targeted policy interventions or stimulus packages to reinvigorate
growth, boost productivity and employment, protect poor and vulnerable people and
offset the socioeconomic impact of the pandemic. Forty-five African countries have
adopted a combined 442 measures to inject liquidity, ease monetary conditions, support
the banking sector and its borrowers, stabilize financial markets, support non-bank
financial institutions and underpin payments systems.

Social assistance spending has increased. Average per capita spending on social
protection, based ondatafrom 30 African countries, was $10, far less than the $442 spent
in North America or the $300 spent in Europe. Nearly 74 per cent of social protection
programmes in Africa were cash and in-kind transfers, involving school feeding and
subsidized utilities.
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NATURE AND EXTENT OF THE COVID-19
PANDEMIC IN AFRICA

The COVID-19 pandemic has spread disproportionately across different regions of the world and across
Africa. Sixteen months after the first case was detected in Egypt, Africa had the second lowest number
of confirmed cases and fatalities in the world, after the Western Pacific region, in absolute numbers and
per 100,000 people (table 3.1).

Table 3.1 Spread of COVID-19 across the world, as of 23 June 2021

Deaths Share of global total

Region® Total cases %Oaéeosopoer Total deaths  per (per cent)

’ 100,000

Cases Fatalities

Americas 70,925.159 3.908 1,.864.612 73 397 482
Furope 55418292 6,688 1175318 123 31.0 304
izfath'EaSt 34.182,792 1.962 474870 13 19.1 12.3
Eastern 9282516 4891 166,795 46 52 43
Mediterranean
Africa® 5.227.792 938 137,950 14 2.9 26
Western 3418284 720 52,505 8 1.9 14
Pacific
Global 178,503,429 2,290 3,872,457 50 100 100

a. World Health Organization regions.
b. Data have been reconfigured to cover 54 countries.

Source: ECA calculations using data from the World Health Organization’s COVID-19 Weekly Epidemiological Update.
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In Africa, the number of cases is distributed unevenly; some subregions and countries have been
hit harder than others. With less than 14 per cent of the continent’s population, the Southern Africa
subregion has nearly 44.5 per cent of confirmed cases. Much of this is due to one country, South Africa,
which has the most cases in Africa, at nearly 1.8 million. The North Africa subregion is the next worst hit,

with 30 per cent of the continent’s cases (figure 3.1).

Figure 3.1 Spread of COVID-19, by African subregion, as of 23 June 2021

Share of total confirmed COVID-19 cases

Southern Africa
13.8%

North Africa

18.7%

. 13.5%
East Africa

, 9.2%
West Africa

2.7%
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Central Africa

Economic and Social Affairs (for population data), 2019.

Ten countries with half of Africa’s population
(South Africa, Morocco, Tunisia, Egypt, Ethiopia,
Libya, Kenya, Nigeria, Algeria and Zambia) have
78.5 per cent of the continent’s confirmed
COVID-19 cases (figure 3.2). Five of these
countries are in North Africa. The 10 countries
withthe fewest cases (United Republic of Tanzania,
Mauritius, Sdo Tomé and Principe, Liberia, Guinea-
Bissau, Comoros, Sierra Leone, Chad, Burundiand
Eritrea) have on average less than 0.7 per cent of
the total confirmed cases.

44.5%

30.1%

33.5%

29.7%

Togetabalancedsenseofthespreadof COVID-19,
it is important to normalize the incidence per unit
of population. On this basis, Seychelles has the
highest number of confirmed cases per 100,000
population, followed by Cabo Verde, both with
nine times the African average of 938 cases.
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Figure 3.2 Number of COVID-19 cases by African country, as of 23 June 2021
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Income. Because pandemics intensify existing
health inequalities, they generally have the
greatest effect on low-income and lower middle-
income countries and on socially disadvantaged
people. During the 1918 influenza pandemic,
racial minorities had higher all-cause mortality
and influenza mortality rates than Caucasians
(Hutchins et al, 2009). In the 2009 H1N1
influenza pandemic, minority groups had higher
rates of serious infection requiring hospitalization
than non-minority groups (Africa CDC, 2021).

Still, more COVID-19 cases and deaths have been
reported in high-income and upper middle-income
countries. This trend is borne out in Africa as
well, which may be because these countries have
more resources and facilities for testing, which
suggests that the number of cases may increase
with more testing. To date, countries with higher
testing rates have experienced lower infection
rates, but limited capacity has made it difficult to
discern accurate transmission, hospitalization and
mortality rates. Testing in Africa remains lower
than in other regions, and there is concern that
irregular testing over time may be masking the
true spread of the virus.

There are wide variations in testing rates in Africa,
and while some countries have reduced testing,
others have maintained or even increased it at
different points during the COVID-19 pandemic.
Of the biggest countries, South Africa has
done the most, whereas Nigeria has conducted
relatively few tests per capita. Some countries
have insufficient or no data on testing. With the
evolving epidemiology of the pandemic, these
trends may shift.

Age. While the true size and impact of the
COVID-19 pandemic may be understated because
of limited testing and accurate monitoring of
pandemic-related deaths, with a clearer picture
emerging only later, younger Africans seem
less vulnerable to COVID-19 than older ones
(Nguimehu and Tadadjeu, 2020).

Africa’s population is young, with a median age of
19.7 years and 59 per cent of people younger than
age 24. Thoughthe epidemiology of the COVID-19
pandemic is still being developed, the continent’s
young population may have limited the severity of
the epidemic by reducing the number of infections
that lead to severe symptoms. This is evident from
the strong negative correlation (-0.64) between
the proportion of the population below age 25
and the number of COVID-19 cases per 100,000
people and the strong positive correlation (0.43)
between the proportion of the population older
than age 65 and the number of COVID-19 cases
per 100,000 people.

This result is also borne out by Nguimehu and
Tadadjeu (2020), who find the proportion of
population age 65 and older, along with population
density and urban population, to be positively
associated with the number of active COVID-19
cases. But Africa’s seeming advantage due to its
demographic profile could narrow or reverse
as the pandemic evolves, unless it has sufficient
access to a medical solution such as vaccines. This
predicament calls for awareness and strategies
to implement mitigation efforts and suitable
containment measures to avoid squandering
Africa’s demographic-related advantage.

The analysis of the COVID-19 health risk is
important because it highlights the emerging
binary distinction in Africa between older people,
who are more likely to face a health risk from
COVID-19, and younger people, who generally
face an economic impact.
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TRANSMISSION
FROM PANDEMICTO
POVERTY

COVID-19 and the containment measures to
curb its spread undermine economic well-being
by triggering job and income losses. The decline
in worker mobility due to social distancing and
lockdowns can reduce the labour force, leading
to a decline in output as firms close or change
their production plans and to lower demand for
goods and services as households balance their
expenditures (see box 3.2 later in the chapter).

The adverse household-level impacts are felt
through a combination of supply and demand
shocks that reduce economic activity, jobs and
income, leading to economic contraction. This
macroeconomic shock then results in a decline
in average per capita spending at the household
level. Depending on its distributional impact, the
fall in per capita household spending leads to
higher poverty (figure 3.3).

The economic impact of the COVID-19 pandemic
starts as a negative supply shock through
restrictions on activity caused by the lockdowns
needed to supress the disease. This supply
shock reduces production capacity, which could
eventually lead to lower demand for goods and
services or a demand shock (Hausmann, 2020). In
countries with incomplete markets and liquidity-
constrained consumers, the initial supply shock
leads to amplified demand shocks (Guerrieri et al.,
2020). Virus suppression policies can save lives,
but long-term effects include sustained job losses
and disrupted supply chains (Eichenbaum, Rebelo
and Trabandt, 2020).

Figure 3.3 How COVID-19 affects the incidence of poverty
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Source: Kharas and Dooly (2020).
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On the demand side, heightened COVID-19-
induced uncertainty and unemployment raise
financing costs and hold back business investment.
Households also reduce spending on goods and
services and increase precautionary savings,
shifts that weigh on consumer demand. Thus, as
buyers become scarce, informal workers face a
sharp drop in income and are exposed to income
and health risks, with little capacity to mitigate
them. They are also particularly vulnerable to
these pernicious effects because their income
is unstable, they often lack skills for alternative
livelihoods and they typically lack social protection
(Amin and Okou, 2020).

Lockdowns increase the prices of some basic
goads, either permanently as supply is affected
or temporarily because of hoarding by individuals
and traders. These price changes affect many
households’ ability to meet their basic needs, even
when their income does not come primarily from
the sectors affected. The disruption in supply
chains may change relative prices, making food
and other essentials more expensive and thus
increasing consumption poverty. Lower income
and higher prices reduce purchasing power and
increase the incidence and depth of poverty.
The timing of income and price effects will vary
across countries—and across households within
countries, depending on the sectors in which they
earn their income.

The household-level impact further depends on
the sector of employment (discussed in a later
section), reliance on remittances and the impact
on fiscal spending. For some households, the initial

size of this shock is minimal; for others, it is much
larger. When income losses or higher prices kick
in, households will run down their savings, rely
on transfers from better-off relatives and friends
and take loans at increasingly high interest rates
to cover spending on basic needs (Kazianga and
Udry, 2006). Some households will depend on
government support or assistance provided by aid
agencies.

Household consumption will fall, often with
larger reductions among women and children,
resulting in lower food consumption, increased
morbidity and long-run damage to children’s
cognitive and physical development. These
larger reductions reflect both intrahousehold
power dynamics and the resultant higher burden
of consumption drops on women and children.
When households can engage in markets again,
they will sell productive assets to manage income
shortfalls. But unlike idiosyncratic shocks that
affect only an individual or small groups, the
COVID-19 pandemicis a covariate shock affecting
individuals, neighbourhoods, communities and
countries at the same time, limiting the options
for consumption smoothing by borrowing, selling
household assets or reverting to informal sources
of financing.

Contraction in  economic activity and the
consequent impact on consumption poverty
play out on at least two additional levels
simultaneously—illness and death, and closure of
schools—increasing multidimensional poverty and
inequality (box 3.1).
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Box 3.1 Multidimensional impact of COVID-19 on household well-being

llIness from COVID-19 leads to higher healthcare costs, lower labour
productivity, the need to care for sick relatives, death of “breadwinners;
and bereavement and other emotional distress. These impacts directly
increase both consumption poverty and multidimensional poverty in affected
households. The size of this shock depends on health sector capacity, and the
distribution of this shock depends on how affordable and accessible health
services are.

There is a direct effect of lost earnings because of illness or the need to take
care of sick household members. Often those who are widowed or orphaned
also experience asset loss. The death of the main breadwinner may push
families into destitution. A rise in the out-of-pocket costs of healthcare for
those directly affected by COVID-19 may reduce spending on other essential
goods, food or education. In a normal year, out-of-pocket health payments
impoverish anestimated 1.4 per cent of the populationin low-income countries
(Wagstaff, 2019).

School closures, even relatively brief ones, may have long-term consequences.
During the peak period of lockdown in 2020, over 60 per cent of the world’s
student population was out of school. That is lower than the 93 per cent (or 1.6
billion students) in mid-April 2020, when 191 countries fully shut all schools.
Online learning substitutes are rarely available, and even though schools
are now beginning to open, there will be a serious medium-term impact on
the education and productivity of national workforces. A large proportion of
female learners (an estimated 47-49 per cent in Cameroon, Egypt, Ethiopia
and Nigeria and 52 per cent in South Africa) reaffirms that adolescent girls are
more likely to exit the education system, with severe consequences for their
labour force participation rate and a decrease in their consumption.

Previous shocks that reduced learning outcomes resulted in substantial
income losses over the lifetimes of those affected (Alderman, Hoddinott and
Kinsey, 2006). The longer that schools remain closed, the more likely that
children will drop out of school altogether, especially if the economic recession
is deep and recovery slow.

Children may also lack access to nutrition and food, because many rely on
school to provide their only meal. School closures will impact working parents,
especially women whose ability to work crucially depends on having childcare
and schooling for their children while they are working (UN, 2020). When
income losses are large for some households, a return to school is unlikely.
Girls are especially hard hit: they are more likely to face abuse and less likely to
have access to online learning and to return to school. For some girls, schooling
is a much-needed protection against early marriage and pregnancy.

School closures lead not only to lost education but also to greater demand
for care-time, from mothers especially, and to disruptions in school-based
nutrition feeding (a valuable boost to household consumption) in many
countries. Closures have contributed to higher multidimensional poverty and,
by hampering human capital formation and lifetime opportunities, may have
contributed directly to long-run inequality, too.
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People  face  multiple and  overlapping
vulnerabilities, as discussed in chapter 5.
COVID-19 is the biggest immediate threat to
their economic well-being. But the survival and
livelihoods of many Africans are, at the same time,
threatened by other conditions, ranging from
poverty and food insecurity to natural disasters
and production shocks (such as the locust attack
before the COVID-19 pandemic in large parts
of East Africa) and conflict. The additional risks
can increase the pandemic’s overall impact on
household well-being, reduce the effectiveness
of social distancing policies and cause infection
rates to spike again. Thus, an economic recession
brought onbyacovariate shock likethe COVID-19
pandemic can push large numbers of people into
consumption poverty.

African government responses to curb the
spread of COVID-19 have been very severe
and persistent since February 2020, often with
adverse effects on goods and services production,
on people’s mobility and on employment. Though
restrictions varied across African countries, most
moved swiftly, implementing unprecedented
containment measures, including travel bans,
restrictions on public gatherings, and closures of
workplaces, schools and bars. Most containment
measures were intended to be brief but strict,
with curfews enforced by police and soldiers.

The decline in worker mobility due to social
distancing and lockdowns can reduce the labour
force, leading to lower output as firms closed or
changed their production plans and lower final

demand for goods and services as households
balanced their spending (box 3.2).

Box 3.2 Voluntary social distancing can suppress production and demand

Voluntary social distancing is a manifestation of what is referred to as aversion behaviour—that is, people
avoiding activities where they might catch the virus. Both lockdowns and voluntary social distancing reduce
mobility. In low-income countries, about two-thirds of the effect on mobility was from lockdowns. In higher
income countries, the effect was more balanced across the two. Modelled estimates of a potential flu
pandemic reveal that people’s efforts to avoid infection are five times more important than the risk of death
and more than twice as important as illness (Burns, van der Mensbugghe and Timmer, 2006).

Aversion behaviour is among the largest sources of economic costs in epidemics. The impact of the Ebola
pandemic on GDP in the three countries most affected (Guinea, Liberia and Sierra Leone) arose largely
because of the fear that the pandemic brought and the aversion behaviour that resulted (World Bank, 2014).
An estimated 80-90 per cent of the economic costs of epidemics owe to the aversion behaviour they induce
rather than to the direct costs of healthcare and lost labour (Lee and McKibbin, 2003). One study attributed
about two-thirds of the impact of risk to the ex-ante effect (that is, the behavioural response to risk) and one-
third to the impact of disasters when they occur (Elbers, Gunning and Kinsey, 2007).

Even without formal social distancing measures, voluntary social distancing is likely to take place as people
limit contacts and exchanges to avoid contamination. The pattern and strength of the voluntary behaviour
affect the speed at which service delivery and the economy rebound and return to normal after formal
restrictions are lifted. Persistent avoidance behaviours in countries where the epidemic might be only
loosely controlled can hamper the rebound beyond the end of the outbreak.

Source: Evans and Over (2020); Pfister, Koschmieder and Wyss (2020).
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Many high-income countries have greatly reduced
the number of hospital admissions, patients in
intensive care and deaths from the virus. These
benefits may be very different in Africa, given
the proximity in which most poor households live
to one another. In Europe, lockdowns allowed
policymakerstobuytimeandputinplacestrategies
to contain the spread of the virus while promoting
economic recovery. These strategies often relied
on massively expanding testing capacity, as well as
tracking, tracing and monitoring infection rates in
different parts of a country.

Blanket lockdowns in many countries in Africa and
Asia to contain the spread of the virus were rarely
accompanied by amassive national orinternational
economic response. Informal workers such as
traders, retail workers and manual labourers were
among the hardest hit after lockdowns forced
them out of work. Their jobs are conducted in-

person, and very few can move online. Often,
daily earnings are small and insufficient. For
example, 93 per cent of informal firms surveyed in
Kampala operated below the poverty line during
the COVID-19 pandemic. Lockdowns threaten
their survival, and containment can lead to a stark
trade-off for informal workers between death
from hunger or from the virus (1LO, 2020).

African countries’ responses can be seen in
the variation in the Government Stringency
Index (GSI). The second quarter of 2020 was
particularly disruptive: the average GSI value was
more than 72 on a scale of O to 100 (figure 3.4).
April 2020 saw the highest average GSI value
for Africa, at 78.1, with half the countries (27)
having a value of above 80, including nine with
a value above 90. The relative effectiveness of
the different strategies across the region will be
known only in time.

Figure 3.4 Average Government Stringency Index value, by African subregion, 2020-2021

90

2020 Q1 2020 Q2 2020 Q3 2020 Q4 2021 Q1 2021 Q2 (a)
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a. For the period 1 April-23 June 2021.

Source: ECA calculations using data from the Oxford Government Stringency Index.
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Countries in North Africa generally adopted
the most stringent measures (see figure 3.4)—a
seemingly reasonable strategy because about
30 per cent of COVID-19 cases on the continent
are in North Africa (see figure 3.1), though more
detailed research would be required to establish
causal links between stringency measures and
their impact on curbing the spread of the virus.
Compounding the impact of other shocks,
COVID19 pandemic-induced movement
restrictions disrupted demand for labour and
exports of commodities and services, constrained
physical access to income sources and reduced
remittances.

The public complied with requests to exercise
social responsibility in containing the spread of
the COVID-19. With these measures, countries
have been managed the outbreak; however, new
cases are beginning to occur, likely from travellers
returning home. Countries have thus adopted
more stringent measures on social distancing.

Countries have gradually opened different
sectors and businesses since the third quarter
of 2020 (as suggested in figure 3.4). Many seem
to have taken a middle-of-the-road approach to
prevention, maintaining some economic activity.
Ghana (average GSl value of 42.5, peak GSl value
of 76.7) opted for a partial lockdown for a limited
period and closely monitored people’s movements,
providing sanitary facilities and free water to the
most vulnerable people. Botswana (average GSlI
value of 53.6, peak GSI value of 85.3) focused on
boosting the livelihoods of vulnerable households
by buying food from local communities. Finding
the correct balance between the twin priorities
of lives and livelihoods has been extremely
challenging for most countries.

ECONOMIC
CONSEQUENCES
OF CONTAINMENT
MEASURES

The containment measures associated with the
COVID-19 pandemic have had multiple economic
consequences for national economies. They have
disrupted labour markets, raised unemployment,
cut supply andfood chains, tightened credit, frozen
regional and international trade, heightened
uncertainty, weakened domestic and foreigndirect
investment, led to a sudden cessation of foreign
remittances, contracted business and consumer
demand and buffeted oil markets, threatening the
livelihoods of large swathes of the population.

Africa’s GDP declined by 3.2 per cent in 2020,
with varying impacts across sectors, and may not
recover before 2024 given countries’ slow pace
in loosening containment measures (see figure
3.4) (ECA, 2020c). The economic contraction
may depend heavily on the duration and size of
the measures, as well as the speed of lifting them
and the possibility of further outbreak waves. The
contraction has resulted in the underutilization of
factors of production (labour and capital), declines
in productivity and external demand and a drop in
final consumption owing to social distancing and
lockdowns. The variations in the impact of these
measures across countries and sectors can be
explained by differences in output.
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Economic activity and the associated growth
drivers, such as employment and income, were
severely affected in almost all subsectors in Africa
(ECA, 2020b). Widespread losses in economic
activity have been recorded across sectors,
with the largest decline in industry (-34.3 per
cent), followed by services (-26.2 per cent)
and agriculture (-14.5 per cent). Most industry
subsectors, representing more than 50 per cent
of Africa’s GDP, have been severely affected, with
huge losses in economic output in 2020.

As seen, social distancing and lockdowns have
heavily affected Africa’s jobs and growth drivers,

which account for poverty reduction and the
achievement of the Sustainable Development
Goals. Loss in economic activity tends to be larger
for sectors with higher employment and lower
labour productivity (table 3.2). In fact, sectors
such as wholesale and retail trade, manufacturing,
construction, real estate and administrative
businesses, accommodation, other services
and agriculture, which all tend to have higher
employment, experienced a substantial decline
in output—a pattern that could generate a large
increase in unemployment and a sharp drop in
income and consumption demand, which may
translate into spikesininequality and poverty rates.

Table 3.2 Change in economic activity, employment and labour productivity in Africa, by

subsector, 2020

Sector and subsector Change in activity = Employment Labour productivity (output

(per cent) (thousands) [$] per worker per hour)

Agriculture,

Hunting, forestry, fishing -15 223,497 1.8
Industry

Utilities (electricity, gas and water

supply) -10 1,970 434
Mining and quarrying -30 6,077 314
Manufacturing -45 31,791 8.6
Services

Human health and social work activities 25 7,506 45
Public administration, defence and

other compulsory services 10 13,139 15.2
Transport, storage and communications -16 10,627 23.1
Financial intermediation -19 2,609 35.9
Real estate and business administrative

activities -27 10,139 17.5
Other services -33 27,457 4.2
Education -38 16,755 4.7
Wholesale and retail trade -42 67,134 50
Construction -45 20,480 7.5
Accommodation and food service

activities -63 17,090 3.6

Source: ECA staff calculations and estimates and the International Labour Organization’s ILOSTAT database for data on employment.
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Africa’s formally employed workforce numbers
about 140 million—less than a third of the total
labour force of about 440 million. The remainder
of the workforce is in informal employment.

Some 9-18 million formal jobs in Africa could
be lost or their holders made redundant by the
COVID-19 pandemic (Jayaram et al., 2020). A
further 30-35 million formal jobs are at risk
of lower wages and working hours because of
reduced demand and enforced lockdowns. These
figures suggest that the jobs of one-third of
Africa’s formal workers are at substantial risk.
In manufacturing, retail and wholesale, tourism

and construction, the jobs of more than half the
workforce could be affected.

In addition, some 100 million informal jobs—
again, one-third of the total—are in occupations
and sectors that are vulnerable to loss of income
during the COVID-19 pandemic (figure 3.5)
(Jayaram et al.,, 2020). Most of Africa’s informal
workforce is involved in subsistence agriculture
and, fortunately, is less likely to be affected. But as
many as 35 million informal sales and service jobs
inthe wholesale and retail sector are vulnerable, as
are about 15 million casual craft, trade and plant-
operating jobs in manufacturing and construction.

Figure 3.5 Jobs in Africa at risk because of the COVID-19 pandemic, by sector, 2020

Total jobs at risk by sector, millions of jobs

[l At risk of salary reduction

% of total
at risk (a)

Formal jobs (n=140 million)

0 14 l
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Agriculture ] 10-20
Other services Il 20-30
Public services and admin | 10-30
Hotel and restaurant I >70
Business services ] 30-40
Transport and storage I 40-50
Finance and insurance 30-40
Mining [ 40-50
Utilities 10-20
ICT (b) <10

Total

Formal jobs at risk of salary reduction
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at risk (a)
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— 280
] >80
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a. Percentage of total jobs in sector impacted or considered vulnerable.

b. Information and communications technology.
Source: Jayaram et al. (2020).
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The hardest hit sectors, including wholesale and
retail trade, account for almost 60 per cent of
Africa’s GDP and are mainly activities that require
physical interactions, that could not be carried
out remotely or that experienced considerable
supply chain disruption. These negative effects
were severe (contraction of about 50-75 per
cent) in tourism-related industries (especially
accommodation and food service activities
and travel) and large (contraction of about 25-
50 per cent) in construction, manufacturing,
wholesale and retail trade, other services (art,
entertainment, community services), real estate
and professional services, education, and mining
and quarrying. Financial intermediation, transport
and communications, agriculture and utilities
experienced mild effects (contraction of less than
20 per cent) while economic activity increased in
public administration and health sector activities
(seetable 3.2).

Expectedly, the impact of the COVID-19
pandemic in terms of estimated income loss due
to lockdowns and social distancing measures
(assuming the change in economic activity
translates into income loss) is not homogeneous
across sectors. For instance, as discussed in the
next section, sectors that can operate remotely
with limited personal interactions or that can
easily digitize are likely to be less affected than
those that involve physical interactions (Dingel
and Neiman, 2020). Further, some sectors are
likelytoexperience greaterdisruptionineconomic
activities owing to supply chain disruptions after
mobility restrictions that unduly affect small
businesses with limited inventory.

By June 2020, the proportion of small businesses
that had stopped operating temporarily was 45 per
centinNigeria, 17 per centin Uganda, 8 per centin
Ethiopia and é per cent in Malawi (Weberamparo,
Palacios-Lopez and Contreras-Gonzélez, 2020).
Although few rural activities in Nigeria depend
on the internet, most activities can occur with
limited personal interactions and hence may be
less prone to COVID-19-induced restrictions and
lockdowns. Yet the supply disruptions could affect
the supply of agricultural inputs, in turn adversely
impacting productivity and hence income.
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Thus, households relying on small businesses
engagedinretail,foodservicesandsimilaractivities
are likely to experience disproportionally higher
negative impacts. In Ethiopia, Malawi, Nigeria
and Uganda, 256 million people, or about three-
quarters of the population, were in households
that lost income in 2020 (Josephson, Kilic and
Michler, 2020). The share of working women fell
in all four countries. Household income losses
were not limited to own-labour earnings. Across
countries, more than 60 per cent of households
receiving remittances before the COVID-19
pandemic reported a drop. The lower a country’s
per capita GDP, the more likely households are to
report partial or no payment of wages and an adult
going without food for a day in the previous week
(Sanchez-Paramoambar and Narayan, 2020).

THE SOCIAL

AND ECONOMIC
CONSEQUENCES

OF THE COVID-19
PANDEMIC IN NIGERIA

COVID-19 pandemic-induced lockdowns and
social distancing measures adversely affect
income by reducing economic and livelihood
activities, which directly affect households’
consumption spending.

ECA (2020a) assesses the socioeconomic
impact of COVID-19 and the effectiveness of
social protection policies on household welfare
in Nigeria using data from the country’s latest
nationally representative Household Living
Standard Survey, which allows measurement of
poverty and the effectiveness of social protection
interventions in the country. It follows a simple
impact assessment framework combined with a
microeconomic analysis approach to quantify the
effect of COVID-19 on household poverty, using
thenational povertylinebasedonthelatest Nigeria
Living Standard Survey (2018/2019). The analysis
assumes that the COVID-19 pandemic started
in the beginning of March 2020 and continued
throughout 2020, with major lockdowns for
varying times across states and continued social
distancing measures countrywide.



The estimated poverty rate in Nigeria before
the COVID-19 pandemic was 40 per cent, or
83 million people (figure 3.6). The poverty rates
during the pandemic were computed based on
simulated consumption at the end of 2020 and
account for COVID-19-induced shocks (see table
3.2), which led to income losses.

Assuming no new social protection interventions,
Nigeria's poverty rate increases dramatically
from 40 per cent before the COVID-19 pandemic
to 52 per cent in the optimistic scenario during
the pandemic, 55 per cent in the less optimistic
scenario and 57 per cent in the pessimistic
scenario (see figure 3.6). With no new social
protection measures, an additional 25 million
Nigerians could fall into poverty because of the
pandemic. The results are close to Adam et al’s
(2020) estimate of a 9 percentage point increase
(assuming eight weeks of lockdown) but lower
than the World Bank’s (2020a) projections.

The pessimistic scenario presents the upper
bound estimates, with the largest number
of affected households. These results arise
directly from the assumption that all Nigerian
households belong to the sector most affected
by the COVID-19 pandemic. The poverty rate
in this scenario is very close to 57 per cent yet
lower than the United Nations Development
Programme’s (UNDP, 2020) poverty-growth
elasticity-based estimate of 70 per cent (which
assumes three months of national lockdown and
GDP contraction of 3.64 per cent). In contrast,
the optimistic scenario presents lower bound
estimates, with the shocks translating from
the sector least affected by the pandemic for
all households. In this case, the poverty rate is
still high, at 52 per cent, representing about
25 million new individuals falling into poverty
because of the pandemic.

Figure 3.6. Poverty in Nigeria before and during the COVID-19 pandemic without new social

protection interventions
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Source: ECA estimates based on data from the Nigeria Living Standard Survey 2018/2019 and simulation results, 2021.
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The economic impacts of business interruptions
due to the COVID-19 pandemic are felt
throughout urban and rural areas in Nigeria but
are heterogeneous by household location and
gender of the household head. Urban households
and female-headed households are more
adversely affected than rural and male-headed
households, which is in line with expectations,
because containment measures are stringent in
urbanareas. Likewise, female-headed households
are largely involved in non-farm activities and in
urban areas.

In urban areas of Nigeria, average consumption
losses are about 23 per cent. Most urban jobs
affected by lockdowns are family businesses,
over 80 per cent are not officially registered

and 40 per cent conduct business at home
(figure 3.7a). The proportion of poor households
increases from 18 per cent before the COVID-19
pandemic to 34 per cent during the pandemic in
urban areas and from 48 per cent to 60 per cent
in rural areas. Though poverty in both rural and
urban areas increased during the pandemic,
the impact was felt more heavily in urban areas
because the agricultural sector, which most of the
rural populationis involved in, was least affected.

The COVID-19 pandemic hit female-headed
households in Nigeria more than male-headed
ones. Despite the poverty headcount ratio
being lower for women than men, it increased
from 24 per cent before the pandemic to 38 per
cent during the pandemic for female-headed
households and from 42 per cent to 55 per cent
for male-headed households (figure 3.7b).

Figure 3.7 Poverty rates in Nigeria before and during the COVID-19 pandemic under no
fiscal stimulus, by residence and gender of the household head: Optimistic scenario

a.
Poverty rates:
Rural versus urban

Poverty rate (%)

70
60
50
40
30
20
10

0

16%

48 12%

b.
Poverty rates: Gender of the
household head

Poverty rate (%)

55 14%

42

38

24 1 3"/:

Rural Urban Rural Urban

Before the
COVID-19 pandemic

During the
COVID-19 pandemic

Male

Before the
COVID-19 pandemic

Female Male

During the

Note: Qualitatively, the results show that the poverty rates are severe, going from optimistic to less optimistic and to pessimistic
scenarios. The quantitative results can be obtained from the authors upon request.

Source: ECA estimates based on data from the Nigeria Living Standard Survey 2018/2019 and simulation results, 2021.
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These results show that the COVID-19 pandemic
and related containment measures reduced
economic activity in Nigeria, leading to income
losses that translated into lower purchasing
power and hence consumption losses and higher
poverty. The findings are in line with those in the
recent literature for other countries (ECA, 2020a;
World Bank, 2020a), based on macroeconomic
estimates of the increase in poverty due to the
GDP contraction associated with the pandemic.

The simulations suggest that the COVID-19
pandemic results in consumption losses that
increase poverty in Nigeria by between 50-57
per cent without a fiscal stimulus and that the
negative impact is highest in urban areas and for
female-headed households. Unlike idiosyncratic
risks that households usually face and for which
they have coping strategies to prevent a decline in
consumption, the pandemic is a covariate risk that
makes risk management (for example, through
borrowing from family, friends and neighbours)
difficult for poor and vulnerable people and so
increases poverty.

OTHER CRITICAL
CONSEQUENCES

Several unexpected externalities have arisen
during lockdowns because of the unequal impact
of the COVID-19 pandemic on different social
groups, though these unintended consequences
might provide opportunities after the pandemic.
These include increased digitization, which
supports working from home—a trend that
gathered pace during lockdowns but increased
women’s workload and care responsibilities.

The COVID-19 pandemic has catalysed the
adoption of digital technologies in Africa, which
are helping connect businesses with customers
and suppliers, link students and teachers and
convene families and friends. While some of
these trends were apparent before the pandemic,
digitization of payments was widely adopted
during lockdowns because it not only helped slow
the progression of the epidemic by reducing the
circulation of cash but also stimulated economic
activity and helped governments and the diaspora
support those in need with social transfers and
remittances (box 3.3).

The digital economy offers opportunities for
increased productivity, entrepreneurship,
innovation and job creation in Africa. For example,
in Ethiopia and Senegal, tech start-ups are using
three-dimensional printing to develop face shields
and ventilator valves. South Africa is using mobile
phones for contact tracing, as opportunities for
telehealth also open. One report estimated that
by 2025, the digital economy has the potential to
account for $180 billion, or 5.2 per cent, of Africa’s
GDP (IFC and Google, 2020). At about 400 million,
Africa has the most registered mobile accounts in
the world,? and about 160 million unbanked adults
own a mobile phone. Still, Africa’s digital potential
remains largely untapped.

Digital technologies can also help governments
expand coverage of social safety nets and
safeguard beneficiaries, in line with social
distancing requirements. In many countries,
governments can already quickly transfer cash
to citizens’ mobile accounts. And where digital
payments are not possible in the short term,
administrators of cash-transfer programmes can
stagger physical payments and adjust frequencies
to reduce crowds and provide handwashing
facilities where payments take place (Bodewig et
al., 2020).
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Box 3.3 Country examples of digitization

To slow transmission of COVID-19, several start-ups have developed digital solutions, such as remote mobile
app DiagnoseMe in Burkina Faso and COVID-19 Triage Tools in Nigeria. Education ministries in at least 27
African countries have set up e-learning platforms for students affected by school closures.

The collaboration between Coéte d’lvoire’s state-run COVID-19 emergency fund and Orange has allowed
poor households to rapidly receive targeted assistance via mobile money.

The National Bank of Rwanda has instituted a range of policy measures to support firms and individuals, while
encouraging the use of digital payments. Person-to-person mobile money transfers in Rwanda increased
fourfold during the first month of lockdown, from mid-March to mid-April 2020, as contactless payments
became the “new normal.’!

In Togo, the government has deployed a new social assistance scheme called Novissi (“solidarity” in the local
dialect) to provide mobile money cash transfers to support Togolese informal workers. It allows them to
receive a state grant worth at least 30 per cent of the minimum wage. Over 1.3 million people registered in

2020, with women receiving the highest pay-outs because they play an essential role in child duties.

Source: Carboni (2020).

Digital infrastructure is the backbone of the
internet economy around the globe and in Africa.
According to Internet World Stats, at the end
of 2019, Africa had an internet penetration
rate of 39.3 per cent, the lowest among all
continents, followed by Asia, at 53.6 per cent.
The penetrationrate was 87.2 per cent in Europe
and 94.6 per centin North America. An estimated
10 percentage point increase in mobile internet
penetration can increase GDP per capita by 2.5
per cent in Africa, compared with 2 per cent
globally. Increasing internet penetration to 75
per cent in Africa could create 44 million new
jobs there (IFC and Google, 2020).

The COVID-19 pandemic has exposed the
inherent inequalities in the digital divide between
and within countries, including the long-standing
gender digital divide, which have exacerbated
inequities in education and opportunities. At 37
percentage points, Africa has the world’s second-
widest gender digital gap (after South Asia),
preventing women from accessing life-enhancing
services for education, health and financial
inclusioninaworldthat has become almost virtual.
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Africa needs a workforce equipped with the
digital skills to harness the opportunities of
the digital transformation. As the number of
Africans ages 15-29 with upper secondary or
tertiary education rises from 77 million today to
a projected 164 million in 2040, the demand for
more jobs by over one-fifth of the global labour
force will keep growing. By itself, the digital
sector will be of little help: start-ups typically
create few opportunities—usually for highly
qualified innovators. The solution lies in the
widespread dissemination of digital innovation
across the continent.

The spread of COVID-19 has led to the
widespread adoption of social distancing
in countries around the world. Since social
distancing frequently involves closing workplaces
to limit interpersonal contact, the ability to work
from home is a key factor for determining the
economic consequences of social distancing
(Gottlieb et al., 2020).



Whetherajobcanbe performedfromhomeisakey
determinant of labour market vulnerability given
the widespread shutdowns, mobility restrictions
and social distancing policies. The feasibility of
home-based work for most occupations, in turn,
is likely to depend on internet access, which is
much lower in developing countries, especially
for informal workers and their communities. Poor
people, who are more vulnerable to start with, are
thus more likely to shoulder the labour market
burden of the COVID-19 pandemic. With highly
stringent containment measures in numerous
countries, survival for many is threatened not only
by the health impact of COVID-19 but also by the
inability to find work.

Various researchers have measured work from
home ability in developed countries, finding that
about 40 per cent of jobs could be carried out
from home. However, these measures cannot be
directly extrapolated to developing countries,
as the task content of occupations varies widely
across contexts (Lo Bello, Sanchez Puerta and
Winkler, 2019). Some jobs may feasibly be done at
home in the United States but not in many African
countries. Teachers, for example, are classified as
able to work from home by Dingel and Neiman
(2020),butinmanyAfricancountries,mostprimary
and secondary teachers cannot work from home
given scarce internet access for both teachers and
students (Kerr and Thornton, 2020). Lawyers and

business owners in developing countries may rely
more on in-person interactions (instead of online
ones) than their peers in developed countries
(Hatamaya, Viollez and Winkler, 2020).

Yet understanding the potential for working from
home in these countries is critical, as low-income
countries have also adopted extensive social
distancing (Hale et al,, 2020). The feasibility of
working from home varies strongly across broad
occupation groups. Overall, 9.3 per cent of urban
employment could be done remotely in the 10
Skills  Toward Employability and Productivity
countries. Work from home ability varies not only
attheoccupationlevel butalsoacross personal and
job characteristics. Labour market vulnerability is
inversely correlated with educational attainment:
workers with tertiary education are much more
likely to be able to work from home in all countries
and regions.

For many jobs, a principal constraint to working
from home is internet access. Even when a job
is in principle amenable to working from home,
the option may not be available in practice if the
worker does not have internet access at home.
Globally, Africa has the lowest proportion of
individuals using the internet, less than 29 per
centin 2019, far below the global average of 51.5
per cent and almost one-third the rate of Europe
(figure 3.8).

Figure 3.8 Proportion of individuals using the internet, by global region, 2019
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Source: International Telecommunication Union World Telecommunication/ICT Indicators database.
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Internet penetration in Africa is 39.3 per cent,
thoughinsixcountries (Burundi,Chad, Democratic
Republic of the Congo, Eritrea, Madagascar and
South Sudan), less than 10 per cent people have
access to the internet. Five of these countries are
in East Africa, which also has the African country
with the highest internet penetration—Kenya—at
87.2 per cent.

There are concerns that the COVID-19 pandemic
is threatening to push back the limited gains
made on gender equality and exacerbate the
feminization of poverty, vulnerability to violence,
and women’s equal participation in the labour
force (UN, 2020). Deepening existing inequalities,
in particular gender inequalities, may have long-
lasting social and economic consequences for
women and girls.

While the COVID-19 pandemic has drawn
attention to women’s role as paid workers in
formal healthcare systems, a large share of the
work that goes into maintaining the health and
well-being of children, older people and other
family members is provided on an unpaid basis,
even in normal times. This work is particularly
time-consuming and cumbersome for women in
low-income contexts where housing is crowded
and often unsafe, basic infrastructure such as
running water and electricity is lacking and formal
health systems are already overburdened (UNGA,
2019). Recent data also show that adolescent
girls spend far more hours on domestic work
than adolescent boys do, which can have negative
implications for their educational attainment
(UNICEF, Plan International and UN Women,
2020).

More than 70 per cent of women in the African
labour force face insecurity, as they more often
work in the informal sector as market traders,
street vendors, domestic workers or subsistence
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farmers or in the service and hospitality
industries. School closures, joblessness and supply
disruptions require women to keep homes and
communities together, often at a personal cost.

Women make up 70 per cent of the paid global
healthcare workforce (Boniol et al., 2019). Among
this workforce, community health workers are
a neglected group at the forefront of the health
response, particularly in developing countries.
In Africa, nearly 70 per cent of community
health workers are women (Cattaneo, Licata
and Montefiori, 2019). Yet most receive little
or no compensation and often spend their own
income to perform their professional caregiving
responsibilities (UNGA, 2019).

Evidence from previous epidemics illustrates
that women and girls take on the bulk of
unpaid or poorly paid care work in families and
communities when formal health systems are
unable to cope with the rising tide of infections
(Harman, 2015). During the Ebola response in
Liberia, women monitored the health of family
and other community members (Abramowitz et
al., 2015). Emerging evidence from UN Women’s
rapid assessment surveys suggests that with
families confined to their homes, men are doing
more unpaid care and domestic work, but women
continue to do the lion’s share.

More than ever, the spread of COVID-19 has
highlighted the critical role of unpaid care
work. The widespread containment measures
implemented globally have shifted responsibility
for providing basic services such as healthcare,
education and long-term care to households,
placing an additional strain on women who were
already assuming a disproportionate burden for
care. This burden can undermine their ability to
generate income, by reducing their hours available
for paid work, forcing them to leave the labour
market altogether or acting as an impediment to
their entry, thus also limiting their access to social
protection measures.



The worsening care crisis also has a major
impact on paid domestic work, where women are
overrepresented owing to deregulation of the
sector, challenges to collective bargaining and the
lowvalue afforded to thiswork by society. Yet while
the COVID-19 pandemic has disproportionally
affected women, they are fundamental to the
recovery effort as caregivers.

The huge amount of unpaid and paid care and
domestic work done predominantly by women has
fast become the backbone of the response to the
COVID-19 pandemic, yet it is rarely recognized.
Failing to make care work visible and include it
in policies and measures to mitigate the effects
of the pandemic and its aftermath could have
disastrous effects for women’s autonomy and
overall well-being. In contrast, carefully planned
investments in social protection for women in
the care economy are strategic for recovering
from the pandemic with greater equality in paid
employment and additional capacities.

The deepening crisis of care and its
disproportionate impact on women demonstrate
animmediate needtoupdate informationon policy
initiatives, methodologies, tools and knowledge
products relating to gender dimensions and the
care impact of COVID-19. The care economy
must be made visible to policymakers to promote
effective and sustainable gender-responsive
social policy and social protection responses.
Sharing care responsibilities among the state, the
market and families is crucial to integrating the
gender perspective into broader measures for
socioeconomic response and recovery.

FISCAL AND MONETARY
RESPONSE TO THE
COVID-19 PANDEMIC

African governments responded rapidly to the
COVID-19 pandemic by adopting targeted policy
interventions or stimulus packages to reinvigorate
growth, boost productivity and employment,
protect poor and vulnerable people and offset the
negative socioeconomic impact of the pandemic
(box 3.4).
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Box 3.4 Africa’s swift and coordinated response
helped contain the initial spread of COVID-19

Africa reacted in a timely and collective manner once
the first cases of COVID-19 were reported in Egypt on
14 February 2020. On 22 February 2020, the Africa
Centres for Disease Control and Prevention (Africa
CDC) convened an emergency meeting of all ministers
of health at the headquarters of the African Union
Commission. The ministers adopted a joint continental
strategy with three goals: limit transmission, limit
deaths and limit social and economic harms and impacts
on other endemic diseases, underpinned by the need to
coordinate, cooperate, collaborate and communicate
efforts across Africa. The Africa Taskforce on
Coronavirus was established to help implement the
strategy and endorsed by the Bureau of the Heads
of State and Governments of the African Union, a
validation at the highest level of the continent. This
approach helped blunt the early spread of COVID-19.

There was clarity on the course of action by the
time that several African countries began reporting
imported cases of COVID-19 in March 2020. As part
of the task force, the Africa CDC rapidly supported
member states in establishing diagnostics capacity
and expanding testing capacity from 2 countries in
February to more than 43 by the end of March, through
competency-based training at reference centres in
Dakar, Senegal, and Johannesburg, South Africa. The
coordinated approach—leaning on an ECA-led initiative
in association with the African Export-Import Bank
and the African Continental Free Trade Area pharma
project based on pooled procurement, local production
and quality assurance—assured harmony in response
strategies, for which the establishment of the African
Medical Supply Platform on pooled procurement of
COVID-19-related products decreased international
prices by about 30 per cent.

Most governments adopted a comprehensive
surveillance strategy early in the outbreak, with
rigorous tracing of all case contacts followed by rapid
quarantining. Widespread testing was adopted, so a
patient suspected of having COVID-19 could be quickly
tested. Healthcare facilities instituted strict infection
control practices, and healthcare workers were
provided with adequate personal protective equipment.
Communication of information to the population was
clear and transparent.

Source: Maeda and Nkengasong (2021).

64 | ECONOMIC REPORT ON AFRICA 2021



African central banks took a leading role in
developing a policy response to the COVID-19
pandemic for ensuring financial sector stability
and preventing financial fallout for businesses
and households. In many countries, central banks
responded swiftly and deployed several tools,
including lowering policy rates, reducing capital
requirements, providing various liquidity support
measures to the banking sector and allowing
loan deferrals and refinancing frameworks for
distressed firms. Most countries also relied on
injections of liquidity and extended deadlines for
repaying loan securities held by credit institutions.
Additionally, many African central banks
introduced mobile money and e-payment support
measures to facilitate economic activity during
lockdowns and to slow the spread of COVID-19
by limiting contact with paper money and coins.
Expansionary monetary policy and reductions
in lending rates were by far the most common
measures (table 3.3).

According to the World Bank dashboard on
financial sector measures, 45 African countries
adopted a combined 442 measures to inject
liguidity, ease monetary conditions, support
the banking sector and its borrowers, stabilize
financial markets, support non-bank financial
institutions and underpin payments systems. Of
these, 28 countries approved a combined 174
measures targeting the banking sector. Regulators
and supervisors in those countries took prudential
measures to temporarily relax key regulatory and
supervisory requirements and to support critical
economicsectorsandsolvent borrowersfacingthe
supply and demand shocks induced by COVID-19
pandemic-induced lockdowns. The measures
included introducing credit repayment moratoria,
supporting or facilitating loan restructuring,
relaxing the classification or provisioning of non-
performing assets and releasing or deferring
existing capital buffers.
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Table 3.3 Monetary policy responses to the COVID-19 pandemic by African central banks
(through December 2020)

measure

Monetary polic Number of central
YPOUCY  hanks adopting this

measure

Examples

Policy rate
reduction

27

In Morocco and South Africa, interest rates dropped to record lows.
Algeria, the Gambia, Kenya, Mauritius, Morocco, Mozambique,
Uganda and Zimbabwe reduced the key policy rate twice.

Eswatini, Lesotho, Namibia and South Africa reduced the interest
rates three times.

Reductionin
bank capital
requirements

17

The Bank of Botswana reduced the primary reserve requirement to
2.5 per cent from 5 per cent, which is expected to release P1.6 billion
(about $130 million or 2.7 per cent of GDP) in liquidity to support
economic activity.

The Central Bank of the Gambia reduced the statutory reserve ratio
by 2 percentage points, to 13 per cent, which released over D700
million (about $14 million or 0.8 per cent of GDP) in liquidity.

The Central Bank of Lesotho deferred implementing elements of
Basel Il.

Additional
liquidity support
measures

27

The National Bank of Angola extended guarantees of the overnight
lending facility for commercial banks up to Kz100 billion (about
$171 million or 1.7 per cent of GDP) in an attempt to ensure market
stability.

The Bank of Malawi provided an Emergency Liquidity Assistance
facility for banks.

The Bank of Sierra Leone created an Le500 billion (about $51
million or 1.3 per cent of GDP) Special Credit Facility to offer a
concessionary interest rate and double the reserve requirement
maintenance period to 28 days.

The Central Bank of Seychelles extended the loan maturity period for
banks for up to three years.

Loan deferral
and refinancing
frameworks

22

Egypt, Eswatini, Ethiopia, Kenya, Lesotho, Mauritius and Morocco
allowed commercial banks to restructure existing loan portfolios.

The Bank of Botswana provided a collateral pool with a
predetermined haircut for all corporate bonds listed on the stock
exchange.

The Democratic Republic of the Congo created a dedicated
collateralized funding facility.

The Bank of Central African States announced guarantee schemes
for refinancing for bank loans.

The West African Regional Central Bank provided a three-month

refinancing window for selected companies registered in member
states.

Exchange rate
measures

Most central banks
maintained a floating

exchange rate
regime;
six central banks

introduced measures

to stabilize their
exchange rates

The Central Bank of Nigeria adjusted its exchange rate by 15 per cent
in response to the sudden shock to the foreign exchange supply.

Morocco doubled the allowed fluctuation of the dirham to +/-5 per
cent.

Mobile payment
and financial
technology
support
measures

16

Egypt, Ghana, Kenya and the United Republic of Tanzania increased
maximum limits on daily transactions.

Egypt, Lesotho, Liberia, Malawi, Mozambique, Nigeria, Rwanda,

the United Republic of Tanzania and Tunisia completely waived or
reduced mobile payment fees.

Source: Data from COVID-19 Africa Watch, the Milken Institute and the International Monetary Fund Policy Tracker.
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All countries provided substantial
fiscal support to maintain
consumption, prevent job losses and
cushion the socioeconomic impacts of
the COVID-19 pandemic. Measures
included direct cash transfers
(Cabo Verde, Namibia, Rwanda and
Uganda), food distribution (Burkina
Faso, Niger, Nigeria and Senegal)
and fee waivers for basic services
to  households and businesses
(Democratic Republic of the Congo,
Gabon, Mali and Togo). Ghana
provided several months of free water
and free or subsidized electricity
services to public utility customers;
soft loans to qualified micro, small and
medium enterprises; and an initiative,
implemented in partnership with
faith-based organizations, to provide
free food and other essentials to
those in need in Accra and Kumasi
during the partial lockdown. The
government of Ghana also leveraged
its main social safety net programmes
to support the country’s poorest and
most vulnerable families (Dadzie and
Raju, 2020).

The range of fiscal support measures
falls into three broad categories:
support for businesses, support for
households and additional healthcare
spending (table 3.4; see also annex
table A3.1).
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Table 3.4 Fiscal responses to the COVID-19 pandemic (through December 2020)

Number of
countries
Fiscal stimulus measure adopting Examples
the
measure
Support for businesses
Ethiopia extended tax amnesty to all corporate tax debts incurred
before 2019.
Senegal suspended tax payments for up to 24 months and allowed
Targeted temporary tax write-offs on certain kinds of tax debts.
reduction, deferral or Botswana allowed businesses to defer 75 per cent of tax payments
moratorium measure, t0 2021
Corporate in addition to lowering More than T ) ] ) ]
tax relief value added tax and 40 Nigeria and Zambia relieved tax penalties and fees for hard-hit
import duties and sectors.
waiving late payment Chad, the Republic of Congo, the Democratic Republic of the
fines and penalties Congo, Eswatini, Ethiopia, Malawi, Mauritania, Somalia, South
Africa, Togo, Uganda, Zambia and Zimbabwe exempted or reduced
import tax duties for medical supplies and essential goods, such as
rice and other food items.
Some form of corporate
Corporate guka)radntees Odf Dl"odvided Targeted support measures towards strategic sectors, §uch as
subsidies subsidies, reduced agriculture and food supply (Burundi, Chad and Céte d'lvoire) and
and other government licensing 34 hospitality and tourism (Egypt, Mauritius and Seychelles).
subbort fees or suspended o ) o
pp regulatory inspections, Et~h|op|a~ offered free railway transport between Ethiopia and
MEAsures among other corporate Djibouti to streamline cross-border trade.
support measures
' Botswanaand Gabon provided direct financing or loan guarantees
Corporate financing from the pooled resources by the government and local banks.
Fi . support to help keep . . .
inancing businesses afloat Mauritius  implemented need-financing support measures,
?rleepaps%rrtes during the economic 3 including Rs4 bi“ion ($100 million) qui.ty investments for
downturn caused by the troubled ;orporahons planggd by the Mqumhus State Invgstmgnt
COVID-19 pandemic Corporation and Rs200 million ($5 million) short-term liquidity
cash injections by the Mauritius Development Corporation.
Mali, Mauritania and South Africa provided small and medium
enterprise support guarantee funds.
Mozambique, Rwanda and Zimbabwe provided direct liquidity
subsidy or subsidized loans to troubled small and medium
enterprises.
Lesotho provided a loan guarantee facility for small and medium
enterprises.
Ghana provided a first-loss guarantee instrument to protect small
and medium enterprises.
Smalland o Chad cut business licensing fees by 50 per cent for small and
medium Combination of tax medium enterprises in 2020.
enterprise waivers, loans, and wage | 30 ) o
support subsidies Leso‘tho prowdeq grants and rent subsidies to troubled small and
measures medium enterprises.

Gabon provided about $200 million (1.3 per cent of GDP),
including subsidies for electricity and water payments.

Guinea exempted utility bills of troubled small and medium
enterprises in the hospitality and tourism sector).

Angola, Lesotho, Malawi and Seychelles provided assistance to
small and medium enterprises in the informal sector.

Burkina Faso, Burundi, Cabo Verde, Cameroon, Central African
Republic, Chad, the Republic of Congo, Céte d’Ivoire, Equatorial
Guinea and Eswatini provided various support measures.
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Number of

countries
Fiscal stimulus measure adopting Examples
the
measure
Support for households
e South Africa created an emergency grant programme that
covered 44 per cent of households and provided R350 (about
Cash-transfer $20) a month to all unemployed citizens ages 19-59.
programmes to help e Egypt created a targeted cash-transfer programme that provided
Cash vulnerable households EGP500($32) for three months and increased pensions by 14 per
provide for urgent 36 g .
transfers . cent for 1.6 million recipients.
needs during lockdowns i
and compensate for job e Cameroonincreasedthe monthly cashallowance from CFAF2,800
losses to CFAF4,500 ($5-$8) for the most vulnerable families.
e Malawi directed $50 million (0.6 per cent of GDP) of donor
funding to emergency cash-transfer programmes.
e The Gambia distributed food assistance to about 84 per cent of
vulnerable households (1.9 million people).
e Eswatini's food assistance programme reached 26 per cent of the
Food 13 population (300,000 people).
assistance e Ethiopia’s food support reached 14 per cent of the population (15
million people).
e Kenya distributed food assistance to over 8 per cent of the
vulnerable population (3.8 million people).
e Morocco allowed tax exemptions for up to 50 per cent of monthly
salary and allowed households to defer income tax payments until
30 September 2020.
. . . e Kenya relieved personal income taxes for those who earn $225
Individual Taxrelief toindividuals |, per month or less, regardless of sector.
tax relief as well as to businesses ) . o
o Rwanda allowed personal income tax exemptions for hospitality
and school sector employees.
e Algeria, Ethiopia, Morocco, Namibia and Rwanda extended filing
deadlines for 2020 personal income taxes.
Additional healthcare spending
e Sudan allocated $542 million (1.6 per cent of GDP) to prevent
collapse of the country’s health system.
e Central African Republic, Seychelles and Togo planned multi-
o year programmes that accounted for more than 10 per cent of
Additional Expanded healthcare government budget spending to strengthen the healthcare sector
stlrfgicnagre spending packages 39 and COVID-19 pandemic response capability.

e Eswatini and Gabon redirected low-priority budget spending to
healthcare response.

e Angola, Mali, Nigeria and Sierra Leone strengthened the health
sector.

Source: Data from COVID-19 Africa Watch, the Milken Institute and the International Monetary Fund Policy Tracker.

ADDRESSING POVERTY AND VULNERABILITY IN AFRICA DURING THE COVID-19 PANDEMIC | 69




In Africa, the average fiscal stimulus announced
in middle-income countries ($1.978 billion) was
nearly eight times that in low-income countries
($258 million) (figure 3.9). On a per capita basis,
the average fiscal stimulus is $71, but with a
wide variation from $0.30 in South Sudan to
$922 in Seychelles.

Cash and in-kind transfers appear to have been
most effective in protecting poor people, while
unemployment benefits, wage subsidies and job
retention schemes have supported formal workers'’
income and maintained employment rates.

Figure 3.9 Average announced fiscal stimulus,
excluding new health spending, in Africa, 2020

$ million
1,978
258
Low- income Middle- and
countries high-income
(20) countries
(27)

Source: ECA calculations using data from COVID-19 Africa
Watch.
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SOCIAL ASSISTANCE

Social assistance accounts for 62 per cent of
global responses, with cash transfers the most
widely used form of social assistance recorded
in the World Bank database, followed by 24 per
cent for social insurance and 14 per cent for
labour markets (World Bank, 2020b). In Africa,
the narrow tax base, along with high informality
and high debt levels, makes social assistance more
popular, accounting for nearly 74 per cent of social
protection programmes (figure 3.10).

Figure 3.10 Social protection and social
assistance programmes in Africa, 2020

Breakdown of social protection
programmes in Africa

Labour market

Social insurance

Social assistance

Breakdown of social assistance
programmes in Africa

Cash

20.9

Other social assistances

Source: ECA calculations based on data from Gentilini et al.
(2021).



Number of countries

mmmmm North Africa (7)

While cash-based transfers are equally
widespread across all subregions except Central
Africa, in-kind and school feeding, and utility and
financial support, seem to be the instruments of
choice in West Africa (figure 3.11). For instance,
the Togolese government introduced Novissi, a
limited-duration cash-transfer programme, for
those most affected by the COVID-19 pandemic
shock, with a larger benefit for women. Countries
in Central Africa had few initial social programmes
on which to build a response to the pandemic. No
African country provides social assistance to older
people or people with disabilities. Four countries
have no social assistance at all. In countries with
such programmes, the assistance of international
partners is highly significant.

In responding to the COVID-19 pandemic,
governments have used a combination of policy
instruments to stimulate the economy, ensure
livelihoods and improve the link between
orthodox social assistance policies and economic
performance, as illustrated by the government of
Mozambique (box 3.5).

Figure 3.11 Social assistance responses, by African subregion, 2020

13

Cash-based transfers

mmmm \Vest Africa (15)

13
10
9
7
6 6 6
5
4
3 3 3

In-kind & school feeding

Central Africa (7)

14

Utility & financial support

East Africa (11)

Note: Numbers in parentheses are the number of countries providing data.

Source: Compiled from Gentilini et al. (2021).
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Box 3.5 Beyond orthodox social assistance: A comprehensive response to the COVID-19 pandemicin
Mozambique

The government of Mozambique responded to the COVID-19 pandemic with a range of policy interventions.
It increased the budget allocation for health from about MT2 billion (0.2 per cent of GDP) to about MT3.3
billion (0.3 per cent of GDP). On 22 March 2020, it announced measures to support financial markets and
encourage prudent loan restructuring by introducing a foreign currency credit line of $500 million for
nine months for institutions participating in the Interbank Foreign Exchange Market and by waiving until
31 December 2020 the constitution of additional provisions by credit institutions and financial companies
during renegotiations of loan terms and conditions before maturity for clients affected by the pandemic.
To ease liquidity conditions, the central bank reduced reserve requirements by 150 basis points for both
foreign currency and domestic currency deposits (to 11.5 per cent and 34.5 per cent, respectively) and later
announced measures to ease payment system transactions and liquidity conditions by lowering fees and
charges for digital transactions through commercial banks, mobile banking and e-currency for three months
and by waiving some provisions on foreign currency loans until 31 December 2020.

These were complemented by expanded social safety net coverage in urban and peri-urban areas to directly
benefit more than 1.5 million families. The programme provides a single cash transfer equivalent to three
months of regular subsidies to beneficiaries of the Basic Social Assistance Programme and the Productive
Social Protection Programme. The initiative covers more than 560,000 households across the country at
an estimated cost of $25.4 million. In addition, the government is also implementing the Post Emergency
Direct Cash Transfers Programme for 990,000 new beneficiaries, representing almost 40 per cent of the
poor urban population. This programme provides unconditional cash transfers of MT1,500 per month
(about $21) for six months to low-income families and informal workers in urban and peri-urban areas. The
government has secured funding for the first phase covering 290,000 families in priority urban areas at a
total cost of $45 million.

Source: KPMG (2020).
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Size of transfers

Cash transfers represent 32 per cent of monthly global GDP per capita on average, a rate that varies
between 26 per cent in upper middle-income countries and 86 per cent in low-income countries (Gentilini
et al, 2021). Globally on average, cash-transfer benefits nearly doubled (up 95 per cent) from pre-
COVID-19 pandemic levels, ranging from 61 per cent in Cameroon to 157 per cent in Egypt (figure 3.12).

Figure 3.12 Increase in the size of cash transfers relative to pre-COVID-19 pandemic levels in selected

African countries

Egypt

Sierra Leone

Global average

Angola

Cameroon 61%

Source: Compiled from Gentilini et al. (2021).

Asdiscussed in chapter 2,the average size of social
transfers before the COVID-19 pandemic was
insufficient to increase poor people’s consumption
and help them exit poverty (see figure 2.10). For
instance, while Cameroonincreased cashtransfers
by 61 per cent of pre-pandemic levels (see figure
3.12), that would still increase the transfer by a
paltry $0.12 and lift poor people’s consumption to
only $1.62, still far below the $1.90 a day poverty
threshold. With poor people 10 per cent below
the poverty line on average and less than 9 per
cent of the population in Cameroon covered by at
least one social protection benefit, the increased
size of transfer is unlikely to dent poverty figures.

Per cent

157%

100%

95%

67%

Size of fiscal spending on social
protection during the COVID-19
pandemic

Social assistance spending across country income
groups and regions varies widely (table 3.5), from
$1.3billionin low-income countries to $1.6 trillion
in high-income countries and from $2.2 billion in
Africa to $1.3 trillion in North America. Among
the 17 low-income countries for which data are
available, none registered spending on social
insurance and active labour market programmes.
Those differences are also reflected in per capita
spending, which ranges from $4 in low-income
countries to $847 in high-income ones. After
South Asia, the 33 African countries for which
data are available spend the lowest amount per
capita, $28, on social protection.
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Table 3.5 Social protection spending by country income groups and regions, 2019

Social Social Labour Total Spending
Country income group or region assistance | insurance | markets | spending | per capita
($ billion) | ($ billion) | ($ billion) | ($ billion) | ($)
Low income (17) 1.3 — 0.012 1.3 4
Lower middle income (35) 8.5 0.9 1.5 10.9 30
Upper middle income (46) 69.7 286.5 104 366.7 156
High income (53) 1,650.0 649.7 263.8 2,563.4 847
Africa (33) 2.2 3.5 0.2 6.0 28
East Asia and Pacific (25) 198.4 268.3 19.1 485.9 369
Europe and Central Asia (37) 90.7 52.2 193.5 336.4 629
Latin America & the Caribbean (36) 491 13.1 1.1 63.3 239
Middle East & North Africa (13) 8.8 2.0 4.1 14.9 161
North America (2) 1,376.0 597.9 57.0 2,030.0 4253
South Asia (5) 4.05 0.1 0.6 4.7 17
Total (151) 1,729.0 937.1 275.7 2,942.0 345

— is not available.

Note: Components may not sum to totals because of rounding. Numbers in parentheses are the number of countries providing data.

Source: Gentilini et al. (2020).

The uneven size and composition of the fiscal
response reflect the greater fiscal space of
developed economies, as well as the timing and
severity of the COVID-19 pandemic. Developed
economies responded to the outbreak of the
pandemic and the related economic slowdown
with huge monetary and fiscal support, including
record off-budget assistance in the form of
liquidity support and guarantees. In contrast,
COVID-19 spread later in many developing
countries, including those in Africa, and responses
were limited given tighter financing constraints
(UNDESA, 2021).

African countries have on average doubled fiscal
spendingin response to the COVID-19 pandemic,
to 3.3 per cent of GDP.Many countries have scaled
up cash transfers, such as Madagascar, which is
targeting 150,000 households with $27 a month,
and Kenya, which has existing cash-transfer
programmes targeting more than a million people
with 2,000 Kenyan shillings ($19) a month. The
national treasury allocated an additional 10 billion
shillings to this programme to support vulnerable
groups, including older people and orphans, during
the pandemic. In parallel, there is a committee of
private sector and development partners called
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“shikilia,” (“hold together” in Swahili) discussing
raising funds for mobile money cash transfers in
urban areas.

The additional spending may even help prevent
people living in extreme poverty from falling
further towards abject destitution, but it
operates alongside pre-existing structural gaps in
social protection. It is unclear how it will prevent
increased incidence of poverty, both because
of its small size and because of the absence
of targeting to those vulnerable to falling into
poverty and who require income support during
the COVID-19 pandemic.

Also, weighed against the potential downside, the
stimulus measures announced to date are small,
amounting to 1-1.5 per cent of GDP. In some
cases, these measures have been matched with
reduced government spending of 1-1.5 per cent
of GDP. Even with well-targeted fiscal-stimulus
measures, which can have a multiplier effect on
the economy, countries could still face a gap of
5 percentage points of GDP growth to return to
pre-crisis levels and 1-2 percentage points to
avoid economic contraction (Jayaram et al., 2020).




FINANCING THE SCALE-
UP EFFORTS

Limited fiscal space is one of the structural
constraints in many African countries that lack
the resources needed to implement or sustain a
robust fiscal response to the COVID-19 pandemic
(Almenfi et al, 2020; ECA, 2020a). Although
financial assistance from international financial
institutions remains crucial, domestic efforts to
cushion the pandemic’s impact have gained more
traction among policymakers, fitting into the
tendency of domestically funded social assistance
programmes transferring higher payments to
beneficiaries than those financed by international
partners. Before the pandemic, the average
amount of social assistance transferred by
domestically funded programmes was $73.97, or
nearly four times the $19.72 average for donor-
funded programmes (table 3.6).

A cursory view of the distinction between
domestic and externally financed social
protection before the COVID-19 pandemic
suggests that half the projects implemented
by governments are fully financed pilots by
international partners (table 3.7). Almost all
social assistance programmes implemented by
governments and fully financed from domestic
resources are not pilots and signal long-term
sustainability. The macro conditions of high
debt and fiscal deficits mentioned above and in
chapter 1 do not provide enough fiscal space for
the preferred domestic financing and indicate
some trade-off between sustainability and the
immediate response to mitigate the impacts of
the pandemic.

Table 3.6 Donor and domestic spending on social assistance cash transfers to participants,

2020
Monthly cash transfer
(2011 $ in purchasing power parity terms)
Number of
Source of . . . .
e social assistance Average Minimum Maximum
programmes
Donor 6 19.72 6.28 40.95
Donor and 19.32 2.50 36.22
domestic
Domestic 19 73.97 14.82 302.39

Source: ECA (2020a) based on data from the United Nations Development Programme’s Social Assistance in Africa Data Platform.

Table 3.7 Donor and domestic spending on institutionalizing social assistance, 2020

Source of funding Number of social assistance Pilot Not a pilot
programmes

Donor 8 4 4

Domestic 27 2 25

Source: ECA calculations based on data from the United Nations Development Programme’s Social Assistance in Africa Data Platform.
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The request for funds was much higher than
effective delivery. The external financing to the
COVID-19 pandemic response ranged from less
than 10 per cent of funds requested in some
countries to 19 per cent in Cameroon to 33 per
cent in the Central African Republic.

The institutional arrangements of the initial
pre-COVID-19 pandemic social assistance and
social protection programmes were instrumental
in deciding the fiscal response. Most of these
programmes are embedded at different levels
of government, attract a share of the national
budget and do not change across political cycles.
The pilot programmes introduced as emergency
response largely through international partners
face the challenge of evaluating the feasibility of
these social assistance programmes prior to full-
scale implementation. Domesticating some of the
responses to ensure sustainability remains an
important call for regenerating economic growth.

Based on information for 31 countries and 7O data
points, the sources were divided into domestic
and international, each including subcategories
(tables 3.8 and 3.9). The most prevalent domestic
modality was restructuring or re-prioritizing
budget lines (15 countries), followed by incurring
domestic debt or undertaking deficit spending (14
countries) and tapping state reserves, contingent
funds or fiscal savings (7 countries). The strategies
were not mutually exclusive, and 48 per cent of
countries pursued mixed-source financing. About
32 per cent of countries tapped domestic sources
as the only source of financing, and 19 per cent
relied on external resources only.

While not mutually exclusive, external finance
remains the most important source of revenue
for the scaled-up social assistance programmes
in Africa. All nine countries for which data are
available have relied on international financial
institutions for additional resources to increase
their allocation for the predominantly social
assistance programmes. Five of them have also
relied on bilateral and multilateral development
partners (see table 3.8).

Table 3.8 Sources of social protection financing for selected countries, 2020

Domestic financing External financing
Countries Spending Debt  Statereserves, International E:L?:ﬁ;:ﬁ;d
reallocation ?Izglcit gt:r;ltsl(r:laglesnai;fi:nds flna.nCIa.I development
8s institutions
partners
Ei;:]t;télic of X X
Egypt X X
Kenya X X
Liberia X X
Mauritania X X X
Morocco X X X
Nigeria X X
Sierra Leone X
South Africa X
Africa 4 1 9 5
World 15 14 21 13

Source: Gentilini et al. (2020).
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Table 3.9 Announced COVID-19 pandemic support for Africa from international
development partners, as of 14 December 2020

Total announced
Development partner support for Africa

($ million)
International Monetary Fund 28,608
African Development Bank 10,000
World Bank 7,602
European Union 3,532
African Export-Import Bank 3,000
Agence Francaise de Développement 1,315
Global Fund to Fight AIDS, Tuberculosis and Malaria 570
Islamic Development Bank 529
Global Partnership for Education 331
West African Development Bank and the Central Bank of West African States 330
United Nations (Country-based Pooled Funds and Central Emergency 118
Response Fund)
Arab Bank for Economic Development in Africa 100
European Commission 76
US Agency for International Development 61

Source: Global Response Funding Tracker (https://covid19africawatch.org/global-response-funding-tracker/).

It is probably too early to fully assess the impacts of these measures, but collectively they underscore
the gravity of the economic challenge that African countries face. The continent’s fiscal response to the
COVID-19 pandemic was more comprehensive than expected. Within the fiscal deficits and debt faced,
the link between protecting employment and providing social assistance remains a continuing challenge.
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CONCLUSION

This chapter has analysed the economic and social
consequences of the COVID-19 pandemic in
Africa and governments’ responses to mitigate its
noxious effects on the population. Although it is
stilltoo early tofully capture the consequences for
human well-being and the health of the economy,
certain conclusions can already be drawn.

Two come out very strongly. The first concerns
the importance of a comprehensive national
social protection policy as the cornerstone
of any risk mitigation and recovery strategy.
Working poor people, non-poor people and other
vulnerable groups require access to targeted
social protection that uses improved targeting
methods so that earlier gains by households are
not lost. An adaptive social protection framework
linked to active labour market programmes
becomes the cornerstone of the response along
with investments in human capital accumulation
and business development and promotion,
especially among young people. These adaptive
social protection and labour market strategies are
explored in detail in the next chapter.
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The second centres on the effect of the global
slowdown on countries’ import capacity. The hiton
consumptionisfarlarger and more persistent than
the effect of lockdowns on domestic production
and spending. Recovery depends on how public
finances are restored to sustainability. Raising
taxes and cutting spending make for a slow private
sector recovery, especially if spending cuts fall
on public investment and the maintenance of the
public capital stock. This is particularly so where
tax systems are narrowly based and plagued by
leaks and exemptions. In such circumstances,
there are no easy public policy options, though
the mix of monetary policy and fiscal stimulus did
target support to both lives and livelihoods in most
countries. External financing remains needed to
supplement domestic revenue mobilization.



Annex table A3.1 Government responses to the COVID-19 pandemic

Revenue measures

Expenditure measures

Other measures

Temporary tax reduction—6
Botswana, Democratic Republic
of the Congo, Kenya, Madagascar,
Mauritius, Senegal

Cash transfers to households—13
Algeria, Benin, Kenya, Lesotho,
Madagascar, Mauritius, Namibia,
Rwanda, Sdo Tomé and Principe,
South Africa, Togo, Tunisia,
Zimbabwe

Loan guarantees—4

Botswana, Cabo Verde, Namibia,

South Africa

Acceleration of tax refunds—6
Botswana, Cabo Verde, Eswatini,
Kenya, Namibia, South Africa

Wage subsidies—7

Algeria, Benin, Botswana, Eswatini,
Lesotho, Namibia, Seychelles

Subsidized loans—1

Rwanda (for companies in
distress)

Extension of tax or value added tax
payment deadlines—9

Cabo Verde, Comoros, Republic of

Congo, Egypt, Eswatini, Mozambique,

Senegal, Tunisia, Zambia

Utility subsidies—7
Democratic Republic of the Congo,

Gabon, Mali, Namibia, Niger, Senegal,

Togo

Payment holiday for individual

borrowers—3
Botswana, Mauritius, Namibia

Exemption or deferral of social
contribution—11

Angola, Botswana, Burundi, Cabo
Verde, Cameroon, Democratic
Republic of the Congo, Ethiopia,
Lesotho, Madagascar, Rwanda,
Tunisia

In-kind transfers—11

Djibouti, Eswatini, Gabon, Guinea-
Bissau, Liberia, Madagascar, Mali,
Niger, Rwanda, Senegal, South Africa

Fiscal stimulus for taxpayers—2
Morocco, Nigeria

Source: International Monetary Fund COVID-19 Policy Tracker.
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CHAPTER 4.

THE NEXUS OF POVERTY,
RISK AND VULNERABILITY
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Key Messages

The main message of the 2021 Economic Report on Africa is that most poor people
move in and out of poverty because of consumption volatility arising from both
exposure to and inadequate ability to manage uninsured risks, which together lead
to vulnerability, or an expectation of adverse consequences in the future.

An estimated 51 million people in Africa could fall into poverty because of the
CQOVID-19 pandemic. Today’'s non-poor households may be tomorrow’s poor
households, and efforts to reduce poverty in the future need to target households
that are already poor as well as non-poor households that can be prevented from
falling into poverty.

The overall economic impact of the COVID-19 pandemic on individual consumption
and well-being depends on the size, duration and frequency of the risk; exposure to
the risk; and ability to manage the risk.

For more than 61 million people whose mean consumption is $1.90-$2.09 in
purchasing power parity terms a day (0-10 per cent above the extreme poverty
line), the gains of the last decade are likely to be reversed. These people may fall into
poverty, especially those in Ethiopia and Nigeria.

Countries with low dependency ratios (as in developed countries), a highly educated
labour force, the capacity to generate jobs and high-quality internet infrastructure
to support a digital economy are likely to experience low poverty and reduced
vulnerability, suggesting a strong ability to manage risks. The opposite is the case
for countries without these critical attributes.
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Per cent

PROGRESS IN POVERTY
REDUCTION IN AFRICA:
A MIXED PICTURE

Despite strong economic growth in most African
countries since the early 2000s, the pace of
poverty reduction has been far slower than in
other regions of the world (figure 4.1). The true
poverty incidence in Africais a controversial issue,
with competing views centred around the use of
household surveys or national accounts (Deaton,
2005). The approach used by the World Bank
(and others) draws distributional information and
average welfare (per capita income or per capita
consumption) from household budget surveys
to compute income-based poverty. In contrast,

Bhalla (2002) for India and Pinkovskiy and Sala-
i-Martin (2013, 2014) for Africa argue that
survey-based methods overstate initial poverty
and understate the pace at which it has declined.
Based on mean income drawn from national
accounts, initial poverty in Africa in 1990 was
about 34 per cent and declined steadily to about
21 per cent in 2021—or almost 2 per cent a year.
Under both methods, extreme poverty in Africa is
a major challenge that the COVID-19 pandemic
has exacerbated.

Figure 4.1 Extreme poverty rates, by global region, 1990-2018
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a. The original source refers to Sub-Saharan Africa. Here it refers to Africa because almost all the poverty in Africa is in the sub-Saharan
region. Countries in North Africa are included in the Middle East and North Africa category.

Note: The extreme poverty rate refers to the proportion of the population whose mean consumption is less than $1.90 in purchasing

power parity terms a day.
Source: Data from World Bank (2020).
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PROGRESS IN POVERTY
REDUCTION ACROSS
AFRICA HAS BEEN UNEVEN

Poverty reduction in Africa has seen some progress. Eight
countries—Cabo Verde, Gabon, the Gambia, Lesotho,
Mauritania, Morocco, Namibia and Tunisia—have halved
poverty and are on track to reach the goal of eliminating
poverty set out in the 2030 Agenda for Sustainable
Development. But in Angola, Comoros, Céte d’lvoire,
Madagascar, Sdo Tomé and Principe, Senegal and South
Sudan, poverty has worsened (figure 4.2).

Figure 4.2 Change in extreme poverty rates in selected African countries, 2002-2010 to 2011-2019
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Note: The extreme poverty rate refers to the proportion of the population whose mean consumption is less than $1.90 in purchasing
power parity terms a day.

Source: Compiled from the World Bank’s World Development Indicators database.
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While the share of the population living in extreme
poverty has fallen since 1990, nearly 150 million
more Africans are living in poverty today than 30
years ago (figure 4.3). Africans accounted for 62
per cent of the world’s poor people in 2017, up
from less than 15 per cent in 1990 (Christiansen
and Hill, 2019). By 2030, almost 86 per cent of the
world’s people living in extreme poverty will be
in Africa (World Bank, 2020). Thus, even before
the onset of the COVID-19 pandemic, Africa was
unlikely to meet Sustainable Development Goal 1
(to eradicate extreme poverty by 2030).

The number of people living in extreme poverty
has risen since 1990, but the rate of increase has
declined considerably since 2002 (figure 4.4).
Africa added more than 9 million poor people
a year in 1990-2002, only a little more than
1 million a year in 2002-2014 and 6.4 million
people a year in 2014-2018 (figure 4.5). This
trend is set to undergo a drastic change because
of the COVID-19 pandemic: Africa could have
added up to 55 million new poor people in 2020
(ECA, 2021). In other words, 12.6 per cent more
people are expected to fall into poverty in 2020
alone than the total number of people pushed
into poverty since 1999. At this point, it is difficult
to predict the likelihood of these people exiting
poverty in the future.

Figure 4.3 Poverty headcount ratio and number of people in Africa, selected years from
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Source: Data from World Bank (2020).
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Figure 4.4 Number of additional poor people in Africa, from 1990-1993 to 2018-2020
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a. ECA estimate of the increase because of the COVID-19 pandemic. Most of the increase is likely to have taken place in 2020.

Note: In the original source, the data refer to Sub-Saharan Africa. Here the data refer to Africa because almost all the poverty in Africa is
in the sub-Saharan region. Poverty refers to consumption of less than $1.90 in purchasing power parity terms a day.

Source: ECA calculations using data from World Bank (2020).

The increase in the number of poor people in
Africa due to the COVID-19 pandemic must be
seen in the context of the longer trend of slow
poverty reduction. While the increase itself is not
unusual, the estimated size of the increase in one
year due to the pandemic—nearly nine times the
annual increase in 2014-2018—is exceptional.
It accentuates the challenge of reducing poverty
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in Africa, which is huge—and varied. In early
2018, Nigeria overtook India as the country
with the most people living in extreme poverty,
and the Democratic Republic of the Congo could
soon reach the number two spot. People living
in extreme poverty in those two countries will
account for more than half of Africa’s poor people
by 2030.
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Figure 4.5 Number of additional poor people per year in Africa since 1990
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Note: In the original source, the data refer to Sub-Saharan Africa. Here the data refer to Africa because almost all the poverty in Africa is
in the Sub-Saharan region. Numbers in parentheses refer to the number of years.

Source: ECA calculations from World Bank (2020).

MULTIDIMENSIONAL
POVERTY

Poverty is complex and multifaceted, involving
health, education and living standards. As
with monetary poverty, Africa has the highest
deprivationinmultidimensional poverty, withmore
than half the population living in multidimensional
poverty (figure 4.6). Other regions also show
non-monetary deprivations that are considerably
higher than monetary poverty. In Latin America
and the Caribbean, the share of the population
in households living in multidimensional poverty
is almost double the share of households living in
monetary poverty.

There are stark overlaps in the forms of
deprivation afflicting households in Africa, with
58 per cent of people in the region who live in
multidimensional poverty—21 per cent of the

90 | ECONOMIC REPORT ON AFRICA 2021

region’s total population—deprived in all three
dimensions of health, education and living
standards (World Bank, 2020). This overlap
is lower in other regions: 11 per cent of the
people living in multidimensional poverty in Latin
America and the Caribbean are deprived in all
three dimensions, as are 22 per cent in the Middle
East and North Africa. More than 90 per cent of
people living in monetary poverty in Africa are
also deprived in basic infrastructure, education or
both. More than 375 million people in the region
(37 per cent) live in households where at least one
person is malnourished, and 487 million people
(48 per cent of the region’s population) lack access
to safe drinking water. A key aspect of household
poverty is the escalating cost of basic food items.



Figure 4.6 Incidence of multidimensional poverty and monetary poverty in selected African

countries, 2020
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The total number of people at high risk for
multidimensional poverty ranges from 5,000 in
Sdo Tomé and Principe and 69,000 in Gabon to
40 million in Ethiopia. The five countries with the
most people at high risk—Ethiopia (40 million),
Nigeria (36 million), the Democratic Republic of
the Congo (24 million), the United Republic of
Tanzania (12 million) and Uganda (9 million)—
are home to 60 per cent of the total high-risk
population in Africa.

The five countries with the highest proportions of
people at high risk for multidimensional poverty
are Ethiopia (37 per cent), Niger (35 per cent),
Chad (32 per cent), the Democratic Republic of
the Congo (29 per cent) and Burundi (26 per cent).
These shares are above the population-weighted
average for Africa, 20 per cent.

Even as some parts of the world slowly emerge
from lockdowns, the COVID-19 pandemic is
ongoing in many countries, and the number
of confirmed cases and mortality rates keep
increasing. Countries in Africa face hard policy
choices with limited resources as they plan their
recovery. A key policy priority for Africa after the
pandemic is to recover quickly from the adverse
shock of the pandemic and accelerate poverty
reduction, which requires overcoming deep-
rooted structural challenges as well.
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FACTORING THE
IMPACTS OF RISKS AND
SHOCKS IN POVERTY
REDUCTION

Households are typically exposed to a wide range
of potential idiosyncratic and covariate shocks
that can cause substantial fluctuations in income
and consumption. Today’s non-poor households
may be tomorrow’s poor households, and
future efforts to reduce poverty need to target
households that are already poor as well as non-
poor households that can be prevented from
falling into poverty in the future.

Limited options to manage risks may mean that
variation in household consumption over time
remains high, particularly in risky environments
(Gunther and Harttgen, 2009). In these cases,
current poverty status is not necessarily a good
indicator of poverty status in future vyears.
Separating the parts of poverty that are structural
from the parts that result from risks to shocks has
important implications from a policy perspective.
While social assistance programmes may be more
appropriate for poverty alleviation, supporting
households’ main livelihoods might be a more
efficient way of preventing households from
falling into poverty in the future.



Households in risky environments have developed
various ex-ante and ex-post risk-coping strategies
to reduce income fluctuations or to insure
consumption against fluctuations. Because many
poor households have limited or noaccesstoformal
insurance and credit, they rely on informal coping
strategies, including transfers and remittances,
asset liquidation, income diversification and
migration (Barnett and Skees, 2008).

These strategies are incomplete, however. Large
covariate shocks such as natural disasters can
overwhelm households’ capacity, partly because
households affected by the shock may be unable
tosupport eachother,inwhich case, they may have
to reduce consumption and take other measures
such as withdrawing children from school or
selling productive assets. These actions can have
long-term, possibly irreversible, impacts on human
capital accumulation and future productivity for
household members in general and for children in
particular (Carter and Maluccio, 2003; Jacoby and
Skoufias, 1997).

WHO IS AT RISK
OF FALLING INTO
POVERTY?

This section answers three key questions: How
many people are vulnerable to falling into poverty
because of shocks like COVID-19? Where are they
located? And why are they vulnerable? The chapter
helps answer the question posed at the start of the
report: Where are the people pushed into poverty
by the COVID-19 pandemic likely to be?

In the absence of reliable and comparable panel
data, vulnerability is proxied by the distance from
the poverty line. This means that the closer a non-
poor person’s consumption is to the poverty line,
the higher the likelihood of falling into poverty

because of a shock. Similarly, the closer a poor
person’s consumption is to the poverty line, the
higher the likelihood of exiting poverty in the
future, in the absence of a shock. This approach,
despite many caveats, provides a quick handle
for assessing the country-wide magnitude of the
challenge of reducing not only poverty but also
long-term vulnerability to poverty.

The overall economic impact of the COVID-19
pandemiconindividual consumptionand well-being
depends on the size, duration and frequency of the
risk; exposure to the risk: and ability to manage the
risk. The covariate nature of the pandemic—with
effects on both demand and supply—means that
long-term effects are difficult to measure but risk
of consumption volatility is quantifiable. The limited
ability to use pre-pandemic coping mechanisms
such as smoothing consumption exacerbates
pandemic-induced vulnerability.

Ability to manage risks depends on many factors.
The chapter builds on the discussion of Sumner,
Hoy and Ortiz-Juarez (2020), who focus on
vulnerability to poverty—or what they call
precarity. As discussed in chapter 1 of the current
report, most poor people move in and out of
poverty, so the distance from the poverty line is
time variant, meaning that a person’s vulnerability
changes over time. Three kinds of movements are
relevant in analysing vulnerability: the movement
of non-poor people into poverty, the movement
of poor people out of poverty and chronic
continuation of poor people below the poverty
line. The static poverty headcount ratio provides
a snapshot of the net sum of these movements at
a particular time.

The headcount ratio presents estimates of the
potential impact of the pandemic on poverty
using a range of shocks in household per capita
consumption or income.
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RANGE OF SHOCKS:
THREE SCENARIOS

This chapter extends the analysis in Sumner, Hoy
and Ortiz-Juarez (2020) by using an augmented
or bidirectional concept of vulnerability where
vulnerability is the likelihood of becoming poor
in the future. This is possible through the three
movements above—so vulnerability to chronic
or long-term poverty is akin to a 100 per cent
likelihood of future poverty; susceptibility to
exiting poverty is akin to a O per cent likelihood
of future poverty; and vulnerability of non-poor
people to falling into poverty, which declines as
distance from the poverty line increases, is akin to
falling into poverty (box 4.1).

Onthethird point, the closer that the consumption
of a non-poor person is to the poverty line, the
higher the likelihood of falling into poverty. This
provides a broad estimate of the number of
people who are vulnerable to falling into poverty
and thereby provides a sense of the scale of the
problem. Using this premise as the basis for the
subsequent analysis, the chapter uses three

scenarios where individuals whose consumption
is 0-10 per cent above the poverty line are the
most vulnerable to falling into poverty, those
whose consumption is 11-25 per cent above are
less vulnerable and those whose consumption is
26-33 per cent above are even less vulnerable.
The chapter analyses vulnerability to extreme
poverty, so the three movements relate to the
$1.90 poverty line.

While seemingly arbitrary, the three scenarios
capture a range of shocks to well-being for
individuals in the bottom income quintile. A key
assumption is that the impact on well-being
among people living in poverty and people living
in extreme poverty far exceeds the impact on
national economies because COVID-19 is both
a demand and supply shock and because of
Africa’s high informality, under-employment and
fragmented social protection system, where only
18 per cent of people have access to at least one
social protection benefit.

Box 4.1 Three scenarios to capture the range of shocks

In the absence of an established benchmark, the number of vulnerable people is estimated both above
and below the extreme poverty line ($1.90 in purchasing power parity terms a day) at different levels—
namely, +/-10 per cent of the extreme poverty line, +/-25 per cent and +/-33 per cent. Individuals whose
consumption is 0-10 per cent, 11-25 per cent and 26-33 per cent above the extreme poverty line are
considered vulnerable to falling below the poverty line, depending on the size and duration of the shock and
the impact on the economic sector where the individual works. Individuals whose consumption is more than
33 per cent above the poverty line but below $5.50 (in purchasing power parity terms) a day are poor based
on that poverty line but are considered the least vulnerable to falling into extreme poverty.

Similarly, individuals whose consumption is 10 per cent, 25 per cent and 33 per cent below the extreme
poverty line are vulnerable to staying in poverty. Those closer to the poverty line, within 25 per cent or 33 per
cent, could exit poverty soon but are likely to be adversely affected by the economic downturn accompanying
the COVID-19 pandemic and unable to exit poverty for some time. Those whose consumption is more than
33 per cent below the poverty line (that is, less than $1.30) would require very high growth elasticity of
poverty to exit poverty. They are likely to remain in poverty over the long term.
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A key limitation of the analysis is that the impact
is distribution-neutral and is assumed to have a
uniform effect on all individuals within a particular
consumption band. Thus, consumption is assumed
to be at a single point at $2.09 (10 per cent
above the $1.90 poverty line). The results thus
understate the vulnerability to falling into poverty
and overstate the Poverty Gap Index, but only by
degree and without taking away from the central
argument.

The most important point of this analysis is that
whether an individual is vulnerable to falling
into poverty depends on the precise nature and
duration of the crisis, which can differ in each
country because of differences in government
response. The latter depends on the extent of
lockdowns imposed (the Government Stringency
Index) and the size and duration of the fiscal
stimulus analysed in chapter 2.

VULNERABILITY TO
POVERTY IN AFRICA

This section presents the headcount of the
population likely to fall into poverty because of a
shock like COVID-19, expressed in both absolute
numbers and percentage of the total population.
This is consistent with research that measures
vulnerability as an ex-ante expectation of
household-level poverty, which is then aggregated
to the population level (Pritchett et al, 2000).
However, in the absence of comparable household
panel data for all African countries, the vulnerable
headcount is estimated directly from population-
level data.

The likelihood of staying in poverty increases as
an individual’s consumption moves further away
from $1.90 and closer to $1.30 (top half of table
4.1). Thelikelihood of falling into poverty increases
as an individual’'s consumption moves closer to
$1.90, and even a small shock is enough to push
the household below the poverty line (bottom half
of table 4.1). However, these numbers become
difficult to gauge in the context of a COVID-
19-induced global recession and the associated
increase in the cost of living. The $1.90 a day
threshold does not capture the depth of poverty
and vulnerability, particularly given many African
countries’ lack of well-funded social protection
programmes.
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Table 4.1 Distribution of poor people and people vulnerable to staying in or falling into poverty in
Africa in different consumption bands, by African subregion and country income group, 2019

Consumption Distance ?)Z;areglon &c)ome group
Direction of el it (s
increasin (2011 $in extreme L U
vulnerabi%it purchasing poverty North West Central E3t  Southern | Low m(i)(;’\(ljelé mil::lrt):lelt High
4 power parity  line Africa Africa Africa  Africa Africa income income  income income
0,
terms) (%) (6) (15) (5 (120 (11 20 22 () 2
<1.30 <-33 1.4 19.5 244 33.3 34.6 322 18.2 14.5 0.1
Livingin
extreme 1.30-1.40 -25t0-33 0.9 5.8 4.9 5.6 5.5 5.5 4.7 3.5 0.0
poverty A
and
vulnerable 141-1.71 -10to-25 2.7 111 89 104 93 10.1 8.9 8.1 0.9
to staying
in poverty
1.72-1.90 Oto-10 2.2 6.8 52 6.2 5.5 6.0 5.5 5.9 0.8
Not living
in extreme 1.90-2.10 0-10 3.2 6.6 5.2 5.6 4.8 5.5 5.5 5.0 1.3
poverty
but 0 210-240  10-25 6.0 83 66 68 62 6.9 7.3 7.6 1.4
vulnerable
to falling
into 2.40-2.50 25-33 4.0 44 3.6 35 30 3.6 4.0 3.9 20
poverty
Least 2.51-5.50 >33 795 376 412 287 310 301 460 516 934
vulnerable
Total 100 100 100 100 100 100 100 100 100

Note: Numbers in parentheses are the number of countries providing data. Percentages may not sum to 100 because of rounding.

Source: ECA calculations using consumption data from the World Bank’s PovcalNet.

Table 4.2 Distribution of poor people and people vulnerable to staying in or falling into
poverty across African subregions and country income group, by consumption band, 2019 (%)

Subregion Income group
Consumption band East Total Lower Upper Total
! . North | West | Central | £8S Southern Low - 1 High
(2011 $ in purchasing X ; . . . . middle middle .
h Africa Africa | Africa Africa Africa income | . ; income
power parity terms (15) 5) (11) (21) income income 2)
5 day) (6) (12) (22) (4)
<1.30 0.8 26.1 4.0 50.2 19.0 100.0 | 60.3 37.7 2.1 0 100.0
1.30-1.40 24 37.6 3.9 415 14.6 100.0 | 50.2 474 24 0 100.0
141-1.71 3.7 38.5 3.8 40.9 13.2 1000 |49.1 47.9 3.0 0 100.0
1.72-1.90 5.0 38.9 3.6 39.6 120 100.0 | 48.0 48.4 3.5 0 100.0
1.90-2.09 7.5 39.4 3.8 375 11.9 100.0 | 45.7 51.1 3.2 0 100.0
2.10-2.50 10.8 38.5 3.7 35.1 11.8 100.0 | 44.3 52.0 3.7 0 100.0
2.51-5.50 134 37.9 3.8 34.1 10.8 100.0 | 433 53.1 3.6 0 100.0
>5.50 26.2 31.7 4.2 27.2 10.7 1000 | 35.4 60.0 4.6 0 100.0

Note: Numbers in parentheses are the number of countries providing data. Percentages may not sum to 100 because of rounding.

Source: ECA calculations using consumption data from the World Bank’s PovcalNet.
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The subregions in which the people most
vulnerableto stayingin poverty (or livingin chronic
poverty) account for the largest share of the total
population are Southern Africa (34.6 per cent)
and East Africa (33.3 per cent). Unsurprisingly,
the country income group in which the people
most vulnerable to staying in poverty because of
a shock account for the largest share of the total
population is the low-income group 33.2 per cent)
(table 4.1). About 50.2 per cent of the people
in Africa who are most vulnerable to staying in
poverty live in East Africa, and 60.3 per cent live in
low-income countries (table 4.2).

More than 413 million people whose consumption
is $1.30-$1.90 aday are both poor and vulnerable
(see figure 4.3). This figure has been climbing
in recent years (World Bank, 2020). Their daily
consumptionis 10-33 per cent below the extreme
poverty line, and the likelihood of exiting poverty
decreases as consumption moves away from
$1.90. So, all other things being equal, individuals
whose consumption is only 10 per cent below the
poverty line are more likely to exit poverty in the
future than those whose consumption is 25 per
cent or 33 per cent below.

For the more than 61 million people whose
consumptionis $1.90-$2.09 (0-10 per cent above
the poverty line), the gains of the last decade are
likely to be reversed, and many may fall further
into poverty because of the COVID-19 pandemic.
An equal number of these people (24 million)
are in East and West Africa, led by Nigeria (12.6
million) and Ethiopia (7.6 million) and followed by
the United Republic of Tanzania (4 million), the
Democratic Republic of the Congo (3.6 million),
Kenya (3.2 million), Uganda (2.9 million) and South
Africa (2 million). More than 62 per cent of people
whose consumption is 10 per cent below the
poverty line are from these seven countries. This
group requires increased social sector spending,
with targeted support to preserve earlier gains
and prevent households from having to resort to
adverse coping strategies such as pulling children
out of school, which will jeopardize their future
exit from poverty.

Given the high internet penetration in these
countries, social registries and digital financial
infrastructure should be universalized, instead
of social assistance, and strengthened to transfer
cash benefits directly to the beneficiaries, as
Nigeria and Togo are doing. Increasing women'’s
financial literacy and access to digital platforms
and bank accounts can greatly improve targeting,
and these actions are emphasized to directly
receive the transfers. At present, only 42 per cent
of adults in Africa have a bank account, witha 12.5
percentage point gender gap inaccount ownership
(Statista, 2020). Further, only 29 per cent of
individuals use the internet, the lowest proportion
in the world. Only 20 per cent of women in Africa
use the internet (Lucini, 2017).

About 175 million people have consumption
10-33 per cent above the extreme poverty line
and are not poor but are vulnerable to falling
into poverty, depending on the distance from
the poverty line. All else being equal, individuals
whose consumption is 10 per cent above the
poverty line are more likely to fall into poverty in
the future than individuals whose consumption is
25 per cent or 33 per cent above.

About 58 million are extremely wvulnerable
to falling into poverty because their mean
consumption is only 0-10 per cent above the
poverty line,and avery small dropin consumption
could be enough to push them below the line. This
group makes up most of the population that is
newly poor because of the COVID-19 pandemic.
The subregions with the largest proportions of
people most vulnerable to falling into poverty are
West Africa (6.6 per cent) and East Africa (5.6
per cent) (igure 4.7), led by Nigeria and Ethiopia,
owing to shocks (figure 4.8). About 55 per cent
of people in African countries with data who are
vulnerable to falling into poverty are in the 29
middle- and high-income countries; only 45 per
cent are in the 20 low-income countries (table
4.3). Overall, the low-income countries have
a higher density of vulnerable people (50,493
per million) than the middle- and high-income
countries (40,853 per million).
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Figure 4.7 Proportion of poor people and people who are vulnerable to falling into extreme
poverty, by consumption band and African subregion, 2020
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Source: ECA calculations using consumption data from the World Bank’s PovcalNet.
Note: Red arrows indicate the proportion people who are vulnerable to falling into extreme poverty.

Figure 4.8 Distribution of people vulnerable to falling into poverty in Africa, 2020
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Table 4.3 Ten African countries with the highest absolute number of people vulnerable to
falling into poverty and highest density of vulnerable people, 2020

Absolute number Density

Country Subregion | Million | Country Subregion Eﬁ;:}ggﬁ?}
Nigeria West 12.7 Burkina Faso West 74,300
Ethiopia East 7.2 Guinea West 69,200
United Republic of Tanzania East 3.7 Sierra Leone West 68,600
Democratic Republic of the Congo | East 3.0 Liberia West 64,000
Kenya East 2.9 Niger West 63,700
Uganda East 2.6 Ethiopia East 63,100
Egypt North 2.2 United Republic of Tanzania | East 62,300
Sudan North 1.7 Nigeria West 61,700
South Africa Southern | 1.7 Mali West 60,700
Burkina Faso West 1.5 Uganda East 56,800

Source: ECA calculations using data from the World Bank’s PovcalNet database.

The non-poor but vulnerable group requires social
protection through an adaptive social protection
framework that uses improved targeting methods.
The social protection programmes need to link
to productivity gains and decent employment.
This allows investments in human capital
accumulation to be inputs and complementary
to business development and promotion, as well
as employment creation, especially among young
people. In addition, the African Continental Free
Trade Area and other continental interventions
need to be leveraged to improve labour mobility
across national borders, including for regional
public works. Further, the pooled procurement
of pharmaceutical products is expected to create
an estimated 16 million jobs while enhancing the
skills of young people in the labour force.
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DRIVERS OF TRANSIENT
POVERTY AND
VULNERABILITY

The drivers of transient poverty and vulnerability
are many. They include ill health, unemployment,
lack of access to schooling and high cost of living.
In the context of the COVID-19 pandemic and
its impact on poverty and vulnerability, the focus
here is on vulnerable employment and low wages
as drivers. For monoculture economies in Africa,
instability in the world economy could have a
devastating effect on poverty.

This section explores the nature of vulnerable
employment and its association with poverty
and vulnerability. Such employment looms large
because of the direct impact of the COVID-19
pandemic on informal workers. Accounting for
more than 80 per cent of jobs, the informal sector
is the main source of employment in Africa. The
urban informal economy is particularly important

for young people (95.8 per cent of people ages 15-
24 in urban areas work in the informal economy)
and women (92.1 per cent) and is a major
contributor to poverty reduction. Vulnerable
employment and vulnerability to poverty show
a high positive correlation (0.76) (figure 4.9),
though Mauritania and the Gambia record high
vulnerable employment with low poverty.

Vulnerable employment is often characterized
by inadequate earnings (see figure 4.9) and
low productivity. Many people in vulnerable
employment engage in own-account work or
in family firms with limited or no access to
social protection, including social assistance.
The COVID-19 pandemic has highlighted the
vulnerability of informal workers because lockdown
measures that helped contain the spread of the
virus have also led to job losses, food insecurity
and increased vulnerability to poverty. For many,
staying indoors is a luxury they cannot afford.

Figure 4.9 Vulnerable employment is strongly correlated with vulnerability to poverty
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Source: ECA calculations using the International Labour Organization’s statistical database (ILO 2020b) for employment data and the
World Bank’s World Development Indicators database for poverty data.
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In vulnerable employment (%)

The informal sector is heterogeneous and has
limited but varying capacity to cope with economic
shocks. Those working in it who are below the
poverty line depend on social protection transfers
from the government, though in Africa, only 18
per cent of these working poor people have access
to at least one social protection benefit. Informal
sector workers who are relatively, but only
marginally, better off typically use accumulated
savings to smooth consumption. Also called the
“missing middle,” they lack the protection that
formal workers receive from social insurance
(Sharif et al.,, 2020). And uncertainty around the
COVID-19 pandemic makes it difficult for them to
make savings last for the duration of lockdowns,
which has increased their vulnerability to falling
into poverty.

The shares of people in vulnerable employment
and of working poor people decline sharply as
GDP per capita increases (figure 4.10). In Africa,
the share of workers in informal employment
is 86 per cent (ILO, 2018) and decreases as
household affluence and the proportion of formal
employment rises. A large proportion of wage
employees who earn minimum wage or less hold
informaljobs, and many of them live in low-income
households.

Figure 4.10a Vulnerable employment and the number of working poor people decline sharply as
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World Bank’s World Development Indicators database for poverty data.
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Non-wage informal employment is the dominant
category across all income deciles in Africa. Only
13.5 per cent of workers are classified as wage
employees in formal employment, and most of
them are in the top deciles of the household
income distribution. About 65.4 per cent of wage
employees are in informal employment, and 38.5
per cent of them earn minimum wage or less, while
non-wage employment (formal and informal)
accounts for 79.4 per cent of all employment in
African countries for which data are available
(ILO, 2020a).

Vulnerability to falling into poverty depends on
the pattern of prevailing household risks. The
variation across countries in household impacts of

the COVID-19 pandemic depends on government
policies (ex-ante) and steps to mitigate the
pandemic’s impact (ex-post). These policies and
steps generally reflect state provision of public
goods such as healthcare, education and social
protection; market-driven interventions, such
as in the labour market; and individual agency
through savings. Yet the COVID-19 pandemic
radically changed these baseline conditions in
2020 and likely shifted the location and scale of
vulnerability, as well as the people affected by it.
Vulnerability increases because of inadequate
risk insurance. Reducing vulnerability should thus
be about limiting exposure to risks and better
managing risks through mitigation or coping
(igure 4.11).

Figure 4.11 Social protection instruments across the income spectrum
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THE SPATIAL
DISTRIBUTION
Several structural factors restrict Africa’s capacity OF POVE RTY AN D

to reduce poverty and manage COVID-19
pandemic-induced shocks. Many countries were VULNERABILITY
hit hard by the collapse in commodity prices and
slowdown in global demand, which resulted in
poorer export performance and lower net financial
inflows. Further, these countries were hurt by
limited public and private investment, high debts,
fragile fiscal situations, and political instability and
long-standing crises. Because of these structural
challenges, many countries had limited policy
space to confront the pandemic. The pandemic
also exposed existing vulnerabilities that risk
amplifying the effects of the crisis in Africa.

To assess the spatial distribution of poverty and
vulnerability in Africa, countries were placed into
six groups based on several attributes along the
poverty and vulnerability axes (figure 4.12). Four
of those groups are discussed below.

Group A—low vulnerability and low poverty. This
group has 11 countries exhibiting four important
features that contribute to low poverty and low
vulnerability: widespread access to formal jobs
providing a decent wage, which is key to reducing
poverty and vulnerability; low dependency ratios,

Figure 4.12 Distribution of countries along the poverty and vulnerability axes
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Note: Vulnerable to poverty is the proportion of people whose consumption is 0- 10 per cent above the poverty line ($1.91-$2.09 a day).
Both axes are divided into three equal parts (terciles), containing the bottom third, the middle third and the top third of values.

Source: ECA calculations from the World Bank’s PovcalNet database.
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similar tothose in developed countries, suggesting
low probability of intergenerational transfer of
poverty; improved quality of labour supply, which
increases the likelihood of employment in the
formal labour market; and a high internet access
rate, which increases the prospect of job creation
in a digital economy and suggests higher ability
to work from home. Together, these attributes
suggest a strong ability to manage risks. Further,
these resilient features also point towards
building back better.

Group F—high vulnerability and very high poverty.
The eight countries in this group lack the
important enabling features of Group A countries.
They have high poverty (52.7-78.9 per cent) and
have struggled to exit low-income status because
of low mean consumption of less than $1 a day—
or 48 per cent below the extreme poverty line.
In the Central African Republic, the Democratic
Republic of the Congo, Madagascar and Zambia,
mean daily consumption is $0.95 or less. Thus,
poor people in these four countries are so far
below the poverty line that they are chronically
poor. Moreover, 85 per cent of the labour force
in these countries is in vulnerable employment,
with 65 per cent classified as working poor. The
high fertility rate (4.5 births per woman) and high
dependency ratio (1.23) keep households poor
and increase the likelihood of intergenerational
transfer of poverty. There is little human capital
investment, as reflected in the low Human Capital
Index value of 0.36. Two additional factors
exacerbate the countries’ high vulnerability: high
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out-of-pocket spending on health and spending of
less than 1 per cent of GDP on social protection.
Thus, poor people in these countries—home to 15
per cent of Africa’s population—are vulnerable to
staying in poverty.

Groups E and G (high vulnerability and high
poverty). The contrast between Group E (with
6 countries) and Group G (with 15 countries)
reveals the drivers of poverty and vulnerability
in Africa. The countries in Group G, with 49.1 per
cent of Africa’s population and the largest number
of countries, are in the Sahel and feature agro-
climatic vulnerabilities and a high fertility rate (4.5
births per woman).

The difference between the two groups arises
in the indicators that relate to employment
and skills (circled in red in table 4.4)—informal
employment and the share of working poor
people are considerably lower in Group E than in
Group G, and the share of the skilled workforce
in total employment is much higher. This points
to higher worker productivity and may explain
the higher mean consumption and average GDP
per capita in Group E countries, even though the
poverty headcount ratio for both groups is similar.
Therefore, policy recommendations vary from
country to country depending on each country’s
standing along the poverty and vulnerability axes.
No countries fall into the very high poverty/low
poverty axes, as shown in the three blank boxes of
figure 4.12.



Table 4.4 Average values interconnected factors across country groups

Country | Population | PO Mean con- Employment to Vulnerable | Working | Skilled | GDP per GDP Depend- | Internet | Human
groupa (thousand) sumption of population ratio employ- poor labour | capita, contrac- | ency penetra- | Capital
people whose (%) ment (48) people force 2019 tion (%) ratio tion (%) Index
consumption (%) (% of (41) (current value
is less than total interna-
$1.90 aday employ- tional $in
$) ment) purchas-
(46) ing power
parity
Youth Adult terms)
(ages (ages
15-24) | 25and
older)
A(11) 237,330 | 4.2 1.44 24.2 55.8 30.1 1.8 47.3 12,909 9.0 0.58 56 0.50
D(7) 136,330 | 16.8 | 1.34 18.8 51.7 47.6 10.8 28.0 7,258 8.0 0.69 36 0.41
E(6) 64,828 38.7 | 1.79 224 57.1 624 28.7 264 4,543 4.9 0.82 32 0.41
F(8) 196,774 | 66.1 | 0.99 46.4 76.1 85.0 64.9 17.1 1,668 4.6 1.23 17 0.36
G (15) 643,549 | 41.2 | 1.30 41.8 70 80.9 37.1 17.3 2,885 55 0.86 35 0.38
1(2) 32,082 63.6 | 1.15 458 68.9 64.1 56.5 17.3 1,716 5.6 0.79 30 0.40

Note: Numbers in parentheses are the number of countries in the group.

a. See figure 4.12.
Source: ECA calculations.

The analysis of these country groups suggests
two main conclusions. First, poverty, depth of
poverty and vulnerability are interconnected,
so development policy needs to address them
together. Second, countries with low dependency
ratios, a highly educated labour force, the capacity
to generate jobs and high-quality internet
infrastructure to support a digital economy are
likely to experience low poverty and reduced
vulnerability, suggesting a strong ability to manage
risks—countries in Groups A and D. The opposite
is the case for countries without these critical
attributes, such as those in Groups E, F, G and |.
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Complementarity between hedging against risks
for non-poor people not to fall into poverty and
orthodox ex-ante poverty reduction strategies is
critical, especially given that 40 per cent of poor
people in Africa live in transient poverty and the
likelihood of their increasing in number through
exogenous shocks like the COVID-19 pandemic.
Further, given the scale of informality, lack of
adequate social protection and employment
opportunity as an exit strategy, hedging against
risks to reducing poverty and vulnerability remain
fundamental features of African labour markets.
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CONCLUSION

This chapter has emphasized that a large share of
the population in Africa was vulnerable to poverty
before the COVID-19 pandemic and that the
pandemic has intensified these vulnerabilities.
Vulnerability is an expectation of future poverty
based on conditions prevailing at the baseline.
Risks in social, economic, health, environmental
and other dimensions that households face at a
giventime determine their vulnerability to poverty
in the future. With the pandemic, households face
greater risks than before.

The worsened conditions of the COVID-19
pandemic caused many people who were
vulnerable before the pandemic to become poor
in 2020. And many people who avoided falling
into poverty despite the shock of COVID-19
are now vulnerable to future poverty because
the pandemic increased household risks; their
vulnerability to poverty might become actual
poverty in 2021. Forecasts by ECA, the African
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Development Bank and the World Bank suggest
that poverty is likely to increase, reversing gains
since 2002. While these forecasts are based
on macroeconomic estimates, the reduction of
household risks will determine whether current
vulnerability translates into actual poverty.

Entering 2022, many households will have
depleted their resources to cope with prolonged
impacts of the COVID-19 pandemic, as well as
other risks and shocks that might have arisen
even without the pandemic. The pandemic has
highlighted the state’s role in managing covariate
risks. Governments responded initially with fiscal
and monetary stimulus to mitigate risks and have
addressed health shocks. Their attention is now on
accessing vaccines for their populations. The next
chapter develops a dashboard to assist countries
in identifying areas that need attention and in
monitoring progress to better manage covariate
and idiosyncratic risks.



Annex table 4.1 Risk management strategies

Objective Informal mechanisms Formal mechanisms
Reducing risk e Preventive health e Collective action e Sound macroeconomic
practices for infrastructure, policy
e Migration dikes, terraces e Environmental policy
e Moresecureincome | e Common e Education and training
sources property resource policy
management e Public health policy

e Infrastructure (dams,
roads)

e Active labour market

policies
Mitigating risk e Cropandplot e QOccupational e Savingsaccounts | e Agricultural extension
diversification associations in financial e Liberalized trade
Diversification e Income source e Rotating savings institutions e Protection of property
diversification and credit e Microfinance rights
e Investmentin associations
physical and human
capital
Insurance e Marriage and e |nvestmentin e Qld age annuities | o Pension systems
extended family social capital e Accident, e Mandated insurance for
mutual support (networks, disability, and unemployment, illness,
associations, other insurance disability and other
e Buffer stocks rituals, reciprocal risks
gift giving)
Coping with shocks® | e Sale of assets e Transfer from e Saleoffinancial | e Social assistance
e [oans from money networks of mutual assets o Workfare
lenders support e Loansfrom e Subsidies
e Child labour financial e Social funds
e Reduced food institutions e Cashtransfers

consumption
e Seasonal or
temporary

migration

Note: The light shaded area shows household and community responses through informal mechanisms to improve risk mitigation and
coping. The dark shaded area shows publicly provided mechanisms for insuring against risk and coping with shocks—the social safety
net.

a. Publicly provided coping mechanisms can also serve risk mitigating purposes if they are permanent.
Source: World Bank (2020).
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CHAPTER 5.

IMPROVING RISK
MANAGEMENT AND
BUILDING RESILIENCE
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KEY MESSAGES

VULNERABILITY

EXPENDITURE ON SOCIAL ASSISTANCE

(average per capita)

Risk management is vital in poor and low-income

‘ ‘ households given the multitude of risks they face.
R I S K ‘ Any strategy for strengthening resilience to future

- shocks needs to focus on the vulnerabilities that
young people face.

[ ] [ ]
22 million non-poor
people highly exposed to risks from the COVID-19 pandemic

face less exposure to risks because GDP per capita is higher, health spending and health
infrastructure are above average, lower-secondary school completion rates are 70%-80% and
internet penetration is high

Egypt

has strong fundamentals likely to help its 2.2 million vulnerable people

1.7 million vulnerable

people in Sudan are not well placed to manage risks from the COVID-19 pandemic
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Key Messages

This chapter develops a dashboard to monitor indicators that track progress on risk
management. The dashboard covers reducing risks, which lowers ex-ante the probability
of adverse shocks; mitigating risks, which insures against the adverse effects of a shock
once it occurs; and coping with risks, which provides resilience against future shocks. The
dashboard highlights the need for closer national analysis of risk profiles to extract key,
country-specific policy recommendations.

Nearly 22 million non-poor people from 12 countries who have average daily consumption
within 10 per cent of the poverty line are highly exposed to risks from the COVID-19
pandemic. These countries are in the bottom terciles on at least four of the five indicators
for risk reduction—health spending, health infrastructure, education spending, lower-
secondary completion rate and internet penetration—greatly increasing ex-ante risks.
These 12 countries stand in sharp contrast to Egypt and Kenya, where state provision of
these essential services is much better, thus reducing exposure to risks.

Given Africa’s demographics, with large shares of young and working-age people, any
strategy for strengthening resilience to future shocks needs to focus on the vulnerabilities
that young people face. It is therefore imperative that access to targeted social
protection, active labour market programmes, investment in human capital development
and entrepreneurship opportunities become the cornerstone of risk reduction strategies
addressing idiosyncratic risks, especially among young people.
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INTRODUCTION

Chapter 4 highlighted consumption volatility
and showed that most poor households move in
and out of poverty. Consumption volatility is a
consequence of households’ insufficient capacity
to manage risks and has been amplified by the
COVID-19 pandemic. This chapter therefore
presents a simple, colour-coded dashboard
to monitor progress in improving vulnerable
households’ risk management and in including
vulnerability in anti-poverty programmes in order
to strengthen households’ resilience against
future shocks.

THE VULNERABILITY-
POVERTY-RESILIENCE
FRAMEWORK

Thischapter presentsthe concepts of vulnerability,
poverty and resilience in a common framework
so that suitable policies for sustained and rapid
poverty reduction encompass vulnerability (ex-
ante) and resilience (ex-post). It is costly not to
do so. Whether individuals can manage risks and
exit poverty depends on the state (government
policies), market (including labour market
interventions) and individual human agency.

Figure 5.1 extends the static poverty framework
discussed earlier into a vulnerability-poverty-
resilience framework and displays the same three
channels of transmission—illness, contraction of
income and lost schooling due to school closures. It
alsointroducessourcesof vulnerability andresilience
in green. (Some of the effects are ex-ante because
they existed before the COVID-19 pandemic.)

Figure 5.1 The vulnerability-poverty-resilience framework for the socioeconomic impact of the

COVID-19 pandemic on household well-being

“Shielding

options” lliness

Nutritional
status

Healthcare costs
and death of a
familiy member

Health
insurance

Diversified income

Dependence on
remittances

Social
protection and
labour market

support

Poverty,
multidimensional
poverty and
inequality

. Access to social Emé)l_oyment
Contraction of protection and income

economic activity loss
Job security

Assets and savings
Lockdown

Relative prices

School
closure

Remedial
schooling

Access to remote
learning technology

Parents’ level
of education

Lost schooling

Source: ECA (2020).
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In the health transmission channel, exposure to
COVID-19 risks is not uniform. It depends on
whether people can shield themselves, which
differs by, for example, the nature of their work
and the quality of their housing. Pre-existing
nutrition and health status affects resilience to
the virus. Expanding health insurance coverage
would also strengthen resilience.

In the economic transmission channel, the shock
from the COVID-19 pandemic is exacerbated
by pre-existing vulnerabilities to income—
specifically, the extent of income diversification
and dependence on remittances, given that labour
mobility is restricted. Access to social protection—
particularly when non-means tested—supports
resilience, such as old-age allowance. Job security,
especially when formal, is an important pre-
existing vulnerability to having employment hours
cut, wages reduced or being laid off. Assets and
savings help in coping with the economic shock.

In the education channel, parent education is
a source of resilience when schools shut and
children depend on home-schooling. Access to
remote learning, such as through online tools,
helps mitigate some of the impact for some
children but requires internet access. Remedial
schooling could help build resilience in learning in
the coming years.

In addition, the COVID-19 pandemic has exposed
existing vulnerabilities that risk amplifying the
pandemic’s effect in Africa. Many countries were
hit hard by the collapse in commodity prices and
slowdown in global demand, which hurt export
performance and net financial inflows. The
decline in foreign direct investment and high
debt service payments further contributed to
fragile fiscal situations, leaving many countries
with very little fiscal space to confront the effects
of the pandemic.

RESILIENCE

How muchacountryorhouseholdisatrisk of being
hurt by an external shock depends not only on
its vulnerability but also its resilience. Resilience
refers to the ability to cope with or recover from
ashock (Briguglio et al., 2006)—that is, movement
out of poverty. The aphorism “building forward
better” is predicated on the concept of resilience.

Economists have distinguished between ex-ante
and ex-post coping strategies. Ex-ante, households
attempt to diversify sources of income, and ex-post,
households often rely on various forms of insurance
to reduce the negative impact of the event (for
example, Dercon, 2005; Fafchamps, 2003). Both
sets of strategy require policy support in the form
either of access to public goods, such as healthcare,
education and social protection, or to labour-
market-based interventions, in addition to individual
agency through, for instance, personal or household
savings and social capital to boost resilience.

Coping capacity in this sense can broadly be
understood as “resilience” and as such cannot be
thought of as distinct fromvulnerability. Resilience
and vulnerability do not represent opposite ends
of the spectrum; rather, they form part of the same
equation (Sumner and Mallett, 2011). Resilience
is a set of capacities that enables households to
remain out of poverty over the long term, even
in the face of shocks and stresses. It requires the
ability of individuals, households, communities,
systems and countries to reduce, mitigate, adapt
to and recover from shocks and stresses in a
manner that reduces chronic vulnerability and
facilitates inclusive growth.
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TRACKING RISK
MANAGEMENT

Better risk management to address vulnerability
entails risk reduction, risk mitigation and risk
coping—or resilience (table 5.1). Resilience is
concerned with more than the immediate impact
of a shock; it also responds to the dynamics of
moving into and out of poverty and strengthens
the capacity to maintain well-being in the face
of risk manifested in a range of anticipated
or unanticipated shocks (Barnett and Skees,
2008). Indicators for monitoring progress in risk
management fall into three categories.

e Risk reduction is the ex-ante reduction of
the probability of adverse shocks. Reducing
the probability typically increases expected
income and reduces income variability.

e Risk mitigation is insuring against the
adverse effects of a shock once it occurs.
These strategies are adopted before
the shock occurs. Various strategies are
available to households to reduce the
potential impact of shocks.

e Risk coping (or resilience against future
shocks) relieves the impact of a shock
once it has occurred. Common coping
strategies include reducing consumption,
selling assets, seeking help from friends
and family, borrowing, working longer
hours and relying on support from
government programmes. Some adverse
coping strategies, such as pulling children
out of school, may have grave long-term
consequences and make a household
susceptible to future adverse shocks or
poverty. Here, risk coping is an ex-post
strategy that can reduce the likelihood of
future risk and thus become an ex-ante risk
reduction strategy before the next shock.

A better assessment of the risks facing individuals
and households will help in devising suitable
policies to reduce poverty and vulnerability. Five
indicators each are used to monitor risk reduction
and risk mitigation, and four indicators are used
to monitor risk coping. The choice of the 14
indicators may seem arbitrary, but it is rational.

Table 5.1 Monitoring progress in risk management

Risk reduction Risk mitigation Risk coping (resilience)
Purpose Ex-ante reduction of exposure to Ex-ante implemented strategies Ex-post reduction of impact after
risk for ex-post reduction of impact the occurrence of the shock
(“insurance”) (“resilience”)
Strategy Investments in education, health, Health insurance, formal Social assistance or social
infrastructure and technology employment and access to decent | protection
wages
Indicators e Current health spending per | ¢ Out-of-pocket spending | e Public spending on non-health

capita ($ in purchasing power

parity terms)

on health per capita ($ in

purchasing power parity terms) |

social protection (% of GDP)

Social  protection  coverage

Skilled health personnel (per
10,000 population)
Government  spending  on
education (% of GDP)
Lower-secondary education
completion rate

Internet penetration (internet

users as % of population)

Share of women with a bank
account (%)

Vulnerable employment (% of
total employment)

Skilled labour force (% of total
labour force)
Employment-to-population

ratio (ages 25 and older)

(% of population receiving at
least one contributory or non-
contributory cash benefit)

Ratio of youth employment
(ages 15-24) to working-age
population

Share of young people not in
education, employment or

training (%)

Source: ECA (2020); World Bank (2001).
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Indicators are divided into three equal parts,
or terciles: a top, middle and bottom third. But
instead of having an approximately equal number
of countries in each part, the parts are equal
subdivisions of the range. This allows a crude
assessment of a country’s performance relative
to others.

Risk-reduction strategies minimize the downside
variance in income and increase overall
expected average income. Common strategies
include investments in health and education
infrastructure and in technology solutions.
Improving health service delivery and access to
healthcare, including public health measures, can
reduce morbidity rates and reduce the spread
of disease and infection. The selection of the
indicators is because health and education are key
drivers of labour productivity, and their specificity
is internationally acknowledged to capture policy
and outcomes. Internet penetration provides
infrastructure and access to communication
technologies that are particularly relevant in
selected African countries to provide services
that reduce cost of delivery and improve targeting
of poverty reduction programmes.

Five indicators measure the effectiveness of
reducing risks (see table 5.1): health spending
per capita, skilled health personnel per 10,000
population, government spending on education
as a percentage of GDP, secondary education
completion rates and internet penetration as
percentage of the population. All five are important
factors to consider in a risk reduction strategy.

Risk-mitigation strategies areimplemented before
a shock and reduce the impact once it occurs.
Households diversify their livelihood strategies
to minimize the impact of the risk. For instance,
health insurance helps minimize the impact of

the shock of an illness by providing replacement
income. Formal employment, a decent wage and
access to social insurance can help mitigate the
adverse impact of a shock, as often seen with a
skilled labour force and a high adult employment-
to-population ratio. (Domestic and international
migration are also important risk mitigation
strategies but are not considered in the dashboard
because of limited data.)

Five indicators measure the effectiveness of
mitigating risks:

1. Out-of-pocket spending on health per capita.
This usually indicates absence of health
insurance, so the higher the amount, the
higher the risk of falling into poverty.

2. Share of women with a bank account. Access
to banking services enables women to
accumulate savings and improve their
productive capacity. During a crisis, access
to banking services enables social assistance
benefits to be directly transferred to women
and helps mitigate the impact of the crisis.

3. Vulnerable employment. People in vulnerable
employment are often in informal work,
characterized by inadequate earnings, low
productivity and lack of social protection.

4. Skilled labour force. A reflection of the quality
of the labour force, this indicator is generally
characterized by the possession of at least
a secondary education and skills acquired
through training to perform complex tasks and
the ability to adapt quickly to technological
changes and thus to command higher wages.

5. Employment-to-population ratio. Showing
the proportion of the adult working-age
population in employment, this ratio provides
information on an economy’s ability to create
jobs. Countries with low shares of vulnerable
employment, high shares of a skilled labour
force and a high adult employment-to-
population ratio are likely to quickly emerge
from the economic shock of a crisis.
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Risk-coping strategies reduce the impact on
households of shocks that they cannot protect
themselves against, owing to lack of assets, lack of
access to risk-coping instruments, or the nature
and size of the shock.

Four indicators measure risk coping or building
resilience:

1. Public spending on non-health social protection.
This reflects government spending on social
protection programmes that reduce poverty
and vulnerability by lowering people’s
exposure to, and enhancing their capacity to
manage, economic risks.

2. Social protection coverage. This is measured
as the proportion of the total population
receiving at least one contributory or non-
contributory cash benefit.

3. Ratio of youth employment to working-age
population. The ratio of young people ages
15-24 who are employed to the working-age
population reflects the population’s ability
to bounce back from a crisis. Countries with
a high youth employment to working-age
population ratio (and a low share of young
people not in education, employment or
training; see below) are likely to be resilient to
future extraneous shocks.

4. Share of young people not in education,
employment or training. This indicator reflects
a broad array of wvulnerabilities among
young people, touching on unemployment,
early school leaving and labour market
discouragement, and provides another
perspective on the population’s ability to
bounce back from a crisis.

The dashboard in annex 5.1 uses three colours to
visualize partial groupings of countries according
to performance on these indicators (see annex 5.2
for details on groupings).
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dashboard vields several important

observations:

e Twelve countries are highly exposed to risk.

Nearly 22 million non-poor people in 12
countries (Angola, Chad, Cote d'lvoire,
Democratic Republic of the Congo, Ethiopia,
Guinea, Madagascar, Malawi, Mauritania,
Niger, Rwanda and Uganda) whose mean
daily consumptioniswithin 10 per centofthe
poverty line are highly exposed to risk from
the COVID-19 pandemic. These countries
are in the bottom terciles on at least four of
the five indicators for risk reduction, with
low health and education spending, poor
health infrastructure and lower-secondary
school completion rates, and low internet
penetration. These positions reflect the
weakness of state provision of access to
basic services that contribute greatly to
increasing the risks ex-ante.

Two countries are moderately exposed to
risk. Egypt and Kenya, where 5.2 million
non-poor people are within 10 per cent of
the poverty line, face less exposure to risk
because GDP per capita is higher, health
spending and health infrastructure are
above average, lower-secondary school
completion rates are 70-80 per cent and
internet penetration is high.

One country has strong fundamentals to
assist its vulnerable population. In Egypt,
only 21 per cent of the working population
is in vulnerable employment, 55 per cent of
the labour force is skilled, social protection
spending is nearly 10 per cent of GDP and
more than 36 per cent of the population is
covered by at least one social protection
benefit. These indicators suggest that the
country has strong fundamentals likely to
help its 2.2 million vulnerable people (non-
poor people whose consumptionis within 10
per centof the poverty line) manage therisks



arising from the COVID-19 pandemic. Still,
much about the trajectory of the pandemic
remains unknown, and the situation may
change if the pandemic continues to affect
key employment-intensive sectors such as
construction and tourism.

e One country has poor capacity to manage
risks. The 1.7 million vulnerable people in
Sudan are not well placed to manage risk
from the COVID-19 pandemic, as half the
labour force are in vulnerable employment,
less than a quarter of workers have
sufficient skills and nearly a third of young
people are not in education, employment
or training. Thus, Sudan will require much
fiscal support from donors to mitigate
the pandemic’s impact on its vulnerable
population, and the recovery may last long
after the pandemic ends.

These findings show that measures of monetary
vulnerability alone are notenoughtoexplainhigher
COVID-19 incidence. Instead, understanding
the links between labour markets and youth and
gender variables better explains vulnerability to

the COVID-19 pandemic and consequently helps
improve and target policy measures. Still, the
dashboard highlights the need for more careful
national analysis of risk profiles to extract key,
country-specific policy recommendations.

IMPROVING RISK
COPING

Providing social protection benefits to the
vulnerable population can greatly assist in coping
with the COVID-19 pandemic. Even though the
average public spending on social protection
(excluding health) as a share of GDP and its
effective coverage are low, there is a strong
positive correlation (0.60) between such spending
and coverage (figure 5.2). But of 18 countries
with data, 11 (Angola, Botswana, Burkina Faso,
Cameroon, Democratic Republic of the Congo,
Ethiopia, Kenya, Mozambique, Nigeria, Uganda
and Zambia) have both low public spending
(near or below 2 per cent of GDP) and low social
protection coverage (less than 20 per cent).

Figure 5.2 Public spending on social protection and effective coverage show a strong positive

correlation
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Source: ECA calculations.
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Financing social protection

In some countries, vulnerability has been increased
by stringent government measures (see chapter
3), notably on poor and vulnerable people.
These countries should increase access to social
assistance, with an emphasis on vulnerable groups.

Gentilini et al. (2020) estimate that countries are
spending an average of $176 per capita on social
protectionmeasuresinresponsetothe COVID-19
pandemic, though the amount of spending varies
by country, with South Africa, Egypt and Cape

Verde spending more on social assistance than
their peers on the continent (figure 5.3; see also
annex 5.1). Africa has spent the least of all global
regions, $10 per capita, largely onsocial assistance.
The same estimates for per capita spending reveal
that African countries, with about 17 per cent of
the world’s population, have spent $8.36 billion,
or little more than 1 per cent of the global total,
on protecting people from the adverse economic
impact of the pandemic.® (Not all countries report
data on spending, and some countries report on
planned, not actual, spending.)

Figure 5.3 People in countries with highly vulnerable employment have the least access to social
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Source: ECA (2020).
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PROMOTING
RECOVERY FROM THE
COVID-19 PANDEMIC

Recovery fromthe COVID-19 pandemic shock will
be greatly facilitated by how quickly people can go
back to their jobs or find new ones. In 17 countries,
two indicators—vulnerable employment and
employment-to-population ratio—are relatively
high (countries showninredinannex5.1),so going
back to work may be hard for people who were in
vulnerable employment before the pandemic.

Of the 22 countries, 15 countries are in a difficult
economic situation. The economic crisis is
particularly debilitating in Angola, Burkina Faso,
Cameroon, Ethiopia, Mozambique and Nigeria.
The vulnerable population in these countries has
access toonly limited social protection. Nine other
countries (Cote d’lvoire, Eswatini, the Gambia,
Liberia, Mauritania, Niger, Senegal, Sierra Leone
and Zimbabwe) lack data on social protection
coverage, but the other indicators remain a cause
for concern. People in all 15 countries have few
prospects for employment, reflected in a high rate
of vulnerable employment and a low employment-
to-population ratio and mostly low skilled labour
force. In these countries, recovery from the
COVID-19 pandemic will be difficult and could
take longer than expected.

The COVID-19 pandemic has exposed the
continent’s vulnerability to external shocks.
With most African countries depending heavily
on exports of unprocessed commodities and
minerals, many were hit hard by the collapse
in commodity prices and slowdown in global
demand. These countries already had to contend

with limited public and private investment, high
debt, fragile fiscal balances, political instability
and sometimes other long-standing crises. Owing
to these structural challenges, many countries had
very limited policy space to tackle the pandemic.
Measures to protect against these external
shocks must be part and parcel of a vulnerability-
poverty-resilience framework.

Given Africa’s demographics, with large shares of
young and working-age people, any strategy for
strengthening resilience to future shocks needs to
focus on the vulnerabilities that young people face.

As expected, the two youth-focused indicators
(ratio of youth employment to working-age
population and share of young people not in
education, employment or training) are strongly
negatively correlated (-0.72). The share of young
people not in education, employment or training is
more than 40 per cent in Mauritania and about 33
per cent in Botswana, Cabo Verde, Cote d'lvoire,
Djibouti, Eswatini, the Gambia, Ghana, Namibia,
Senegal, South Africa and Sudan.

In Coéte d’'Ivoire, Mauritania, Senegal and Sudan,
both youth-focused indicators (ratio of youth
employment to working-age population and share
of young people not in education, employment
or training) are in the bottom tercile, suggesting
that young people in these countries are likely
to remain outside the formal job market. Urgent
efforts are therefore required to build young
people’s skills, increasing human capacity and
labour productivity.
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CONCLUSION

The dashboard crafted for this chapter is useful for
developing anti-poverty programmes and enabling
governments to strengthen households’ resilience
against future shocks. Such risk management is
vital in poor and low-income households given the
multitude of risks they face. Indeed, households’
coping strategies often have adverse implications
for vulnerability and poverty. Poor households are
frequently unable to avoid many risk sources or to
evade the full brunt of shocks.

Reducing risks and building resilience against
future shocks require ability at all levels—
individuals, households, communities, systems
and countries—to reduce, mitigate, adapt to and
recover from shocks and stresses in a manner
that reduces chronic vulnerability and facilitates
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inclusive growth. A combination of state provision
of public goods such as access to healthcare,
education and social protection; market-driven
interventions such as in the labour market; and
other complementary government actions to
stimulate the economy are the cornerstone of any
recovery strategy. Governments must have strong
planning capacity and effective institutions that
canprepareforthe “unknowns,” mobilize resources
and spring into action when an emergency hits.
Planning must therefore focus on crisis prevention
rather than crisis management because being
reactive is too costly in human and financial
resources. It is impossible to prevent all crises,
but greater investment in coping mechanisms and
scenario planning is needed in Africa.



Annex 5.1 Dashboard for tracking progress on risk management
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a. Proportion of population with income or consumption below $1.90 in purchasing power parity terms a day. Data are from the World
Bank’s World Development Indicators database (World Bank, 2020).

b. Population with mean consumption of $1.90-$5.50 in purchasing power parity terms a day. Data are from the World Bank’s World
Development Indicators database (World Bank, 2020).

c. Employed people engaged as unpaid family workers and own-account workers. Data are from the International Labour Organization’s
ILOSTAT database (ILO, 2020).

d. Members of the labour force ages 15 and older with intermediate or advanced education, as classified by the United Nations
Educational, Scientific and Cultural Organization’s International Standard Classification of Education. Data are from the International
Labour Organization’s ILOSTAT database.

e. Data are from the International Labour Organization’s World Social Protection database.

f. Population receiving at least one contributory or non-contributory cash benefit. Data are from the International Labour Organization’s
World Social Protection database.

g. Young people who do not have access to education or training and are unemployed.
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Annex 5.2 Technical note on the colour-
coded dashboard

The dashboard allows partial grouping of
countries by indicator, a better approach than
complete grouping by a composite measure, such
as an index that combines multiple indicators after
normalization. A complete grouping depends on
how component indicators are combined, but a
partial grouping does not require assumptions
about normalization, weighting or the functional
form of the composite index. A partial grouping
may depend on the predefined values used as
thresholdsfor grouping, such aswhatisconsidered
good performance or a target to be achieved.

For each indicator in the dashboard, countries are
divided into three groups, taking the entire range
of values, with the minimum and maximum values
at the two endpoints of the range. The range is
then divided into three equal parts, or terciles: a
top, middle and bottom third. But the parts are
equal subdivisions of the range instead of there
being an approximately equal number of countries
in each part.

Theintentionisnottosuggest thresholds or target
values for the indicators but to allow a crude
assessment of a country’s performance relative to
others. A country in the top third performs better
than at least two-thirds of countries, for example.
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CHAPTER 6.

CONCLUSION AND POLICY
RECOMMENDATIONS

Y O O 0 0 0 000000009,




COVID-19 is a once-in-a-century public health crisis having a massive impact
on economies and societies worldwide. Governments face the dual challenge
of protecting public health and minimizing the pandemic’s economic and social
effects, particularly on household welfare. Since the World Health Organization’s
declaration of the COVID-19 outbreak as a global pandemic on 11 March 2020,
African governments have risen to that challenge.

Now, as African countries exit their self-imposed lockdowns and chart their
recoveries, they need to put in place additional measures to accelerate the economic
recovery and to ensure that the people pushed into poverty by the COVID-19
pandemic can also exit that status at the soonest. In addition, they must extend
strategies to protect the well-being of the poorest and most vulnerable people
and focus on ensuring sustainable economic recovery and resilience against future
exogenous shocks. These strategies entail a range of policy options, from immediate
social assistance and income support to long-term employment creation.
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UNDERTAKING SHORT-TERM RISK-MITIGATION

MEASURES

Governments, depending on their administrative
capacity, should help people now by adopting
measures that will prevent the COVID-19
pandemic from pushing vulnerable people into
permanent poverty, while helping those in chronic
poverty to exit it.

e Identify vulnerable people rapidly and
properly. Ensuring that those directly
affected by the COVID-19 pandemic
are in fact the potential beneficiaries of
government assistance is difficult. Direct
income support verification, proxy means
testing and propensity score matching have
been used widely across Southern Africa for
targeting cash-transfer recipients. These
must now be rapidly adapted to fit the
characteristics of newly vulnerable groups.

e Roll out cash and in-kind transfers, especially
for vulnerable groups and the informally
employed. Those facing job losses could
be given cashtransfersandwage subsidiesto
meet theirimmediate needs. Unemployment
insurance could be temporarily improved by
extendingits duration, increasing the benefit
amount or relaxing eligibility requirements.
In addition, providing one-off monetary
compensation for a fixed period is an option
that Egypt used. Substantial targeted
policies are needed to support vulnerable
people, particularly those working in the
informal sector, during the COVID-19
pandemic and to help them recover once it
recedes. The roll-out of cash transfers needs
tobe linked to the participation of vulnerable
groups in  productive income-earning
activities in the economy. The conditionality
of cash transfers towards asset building
linked to labour market demand needs to be
implemented.

UNDERTAKING SHORT-TERM
RISK-MITIGATION MEASURES

Help people now by adopting measures that
will prevent the COVID-19 pandemic from
pushing vulnerable people into permanent
poverty, while helping those in chronic
poverty to exit it.

Identify vulnerable people rapidly and
properly.

Roll out cash and in-kind transfers, especially
for vulnerable groups and the informally
employed.

Expand the use of digital platforms for
identifying beneficiaries for social assistance

Other measures like tax relief for enterprises,
short-term interest-free lending to businesses,
rent controls and bans on evictions, and
subsidies for drinking water and utilities.

e Expand the use of digital platforms for

identifying  beneficiaries  for  social
assistance, especially those belonging
to newly vulnerable groups; enhancing
the transparency and accountability of
cash transfers to vulnerable groups; and
prioritizing accelerating payments to the
beneficiaries.

Other measures could include, for set periods:
tax relief for enterprises, short-term
interest-free lending to businesses, rent
controls and bansonevictions, and subsidies
for drinking water and utilities.
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MOVING TO LONG-TERM MEASURES TO REDUCE
POVERTY AND BOOST RESILIENCE: GET THE
DEVELOPMENT FUNDAMENTALS RIGHT

Economic growth is essential to reducing poverty.
African countries must implement comprehensive
macroeconomic, structural and social policies
to stimulate economic recovery to achieve the
Sustainable Development Goals. Targeted and
coordinated monetary and exchange rate policies
are needed to maintain the flow of liquidity
and credit to the private sector. In addition,
governments must strengthen their domestic
resource mobilization to increase revenue and
encourage the private sector to invest in the
productive sectors. The countries that pursue
sound economic policies, generate jobs and have
lower youth and old-age dependency ratios than
developed countries are likely to experience low
poverty and less vulnerability, suggesting a strong
ability to manage risks.

e Introduce or expand gender-sensitive public

policies. A multisectoral approach based
on engagement with the private sector,
especially small and medium enterprises,
and seen through a gender lens is important
in order to roll back vulnerable and informal
employment, as are asset building, formal
employment and healthcare coverage
among women.

e leverage continental initiatives. The
African Continental Free Trade Area is a
key business blueprint to “build forward
better” An internal African market of
1.3 billion people and $3.4 trillion GDP
presents huge economies of scale. In
health alone, localized production, pooled
procurement and quality assurance have
demonstrated 43 per cent saving on a
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MOVING TO LONG-TERM MEASURES
TO REDUCE POVERTY AND BOOST
RESILIENCE: GET THE DEVELOPMENT

FUNDAMENTALS RIGHT

Economic growth is essential to reducing
poverty. African countries must implement
comprehensive macroeconomic, structural
and social policies to stimulate economic
recovery to achieve the Sustainable
Development Goals.

Introduce or expand gender-sensitive
public policies.

Leverage continental initiatives. The
African Continental Free Trade Area is a
key business blueprint to “build forward
better.”

budget of $1.3 billion for maternal and
child health products in nine participating
countries through the Global Fund for
Pooled Procurement Mechanism: 5-15
per cent efficiency gains through health
delivery systems and a 10 per cent increase
in local production (ECA 2019). Scaling up
intra-Africatrade in other sectors and using
it to build economic resilience through
continental domestication are imperative.



ADOPTING SOCIAL PROTECTION AS AN INTEGRAL
PART OF DEVELOPMENT POLICY

The COVID-19 pandemic has highlighted gaps
in social protection coverage across the world,
particularly in Africa, where public spending on
non-health social protection is less than 1.1 per
cent of GDP and 83 per cent of the working-
age population does not receive even one social
protection benefit. There is broad recognition
worldwide that social protection measures
can serve as powerful economic and social
stabilizers, while stimulating aggregate demand in
acrisis and beyond.

e Establish cost-effective social protection
programmes. Rapid recovery from the
COVID-19 pandemic and resilience to
future shocks will be greatly enhanced
when countries transform their ad hoc
and temporary fiscal measures into
comprehensive and fiscally sustainable
social protection systems that reduce the
burden of non-contributory socialassistance
onthetreasury, especially in highly indebted
countries. Specifically, recalibrating social
protection towards those ages 15-64 and
links to active labour market programmes
have the dual effect of employment as an
exit strategy from vulnerability and a shift
from social assistance to a more sustainable,
contributory social protection system.

e Use digital platforms extensively to improve
targeting and reduce the cost of administering
social protection programmes. Priority must
be given to accelerated payments and, in
some instances, to in-kind food support (as
in Ghana). Creating a digitized cash transfer
system for vulnerable households would
help mitigate increased poverty, identify
beneficiaries faster and more accurately,
and improve governance.

ADOPTING SOCIAL PROTECTION AS
AN INTEGRAL PART OF
DEVELOPMENT POLICY

Social protection measures can serve as
powerful economic and social stabilizers,
while stimulating aggregate demand in a
crisis and beyond.

Establish cost-effective social protection
programmes.

Use digital platforms extensively to improve
targeting and reduce the cost of administering
social protection programmes.
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STRENGTHENING HEALTH SYSTEMS AND HEALTH

INFRASTRUCTURE

Over the long term, countries should aim to build
resilience by investing in health protection for
all. This will not only improve health outcomes
but also generate millions of jobs in providing
healthcare services and in supplying related global
and regional supply chains.

e Undertake comprehensive health system
reforms. This entails upgrading health
infrastructure and systems to strengthen
technical and financial resilience to future
pandemics. Besides the need to invest
heavily in building up health infrastructure
and expanding health services, governments
should also seek to expand partnerships
with the private sector, nongovernment
organizations and philanthropic bodies.
Such partnerships are critical for catalysing
financial commitments and support from
global, African and local businesses.

Comprehensive health system reform must
also prioritize equitable access to healthcare
services through risk pooling based on fair
financing mechanisms, such as funding
through tax levies and through contribution-
based national health insurance schemes.

e Build a supply of skilled health personnel
and strengthen health infrastructure.
Skilled health personnel include
doctors, nurses, laboratory technicians,
virologists, infectious disease specialists,
and testing and treatment specialists;
health infrastructure includes hospitals,
community-level clinics and state-of-the-
art laboratories. Government schemes that
indirectly promote good health practices—
forexample, by subsidizing water bills for key
government workers and health personnel—
are vital. From an operational perspective,
such support might include recruiting
temporary health workers for quarantine
shelters and improving triage training and
the orientation of health workers.
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STRENGTHENING HEALTH SYSTEMS
AND HEALTH INFRASTRUCTURE

Aim to build resilience by investing
in health protection for all.

Undertake comprehensive health
system reforms.

Build a supply of skilled health
personnel and strengthen health
infrastructure.

Create a new Africa Public Health Order.

e Create a new Africa Public Health Order.

Governments support the Africa Centres
for Disease Control and Prevention’s call
for a new Public Health Order that calls
for continental collaboration to bolster
African manufacturing capacity for vaccines,
diagnostics and therapeutics and to
strengthenthe capacity of healthinstitutions
to tackle future pandemics on the continent.
One key aspect of the new order is fully
implementing the Africa Medicine Agency,
whose aims are enhancing regulatory
oversight and facilitating access to safe and
affordable medicines across the continent.
The recent ratification of the agency should
stimulate greater intra-Africa trade in
health products, complementing localized
production and pooled procurement that
will lower costs and improve welfare.



STRENGTHENING HEALTH EMERGENCY
PREPAREDNESS AND RESPONSE

Many African countries lack sound national
health emergency preparedness and response
systems. The capacity to prepare for and
respond to emergencies is weak at the national
and local levels. Besides poor human capacity,
the infrastructure and basic tools required to
respond to a COVID-19-type pandemic, such as
laboratories for testing and treatment, ventilators,
oxygen and a basic supply of masks and gloves, are
not readily available.

o Build national health emergency preparedness
and response systems. These efforts must
draw on lessons from the current pandemic
to control the spread of future pandemics.
They require systemic ability to identify
and assess risks; assess national capacity
to respond to risks; build human capacity;
procure essential equipment and tools;
and develop detailed plans for protection,
prevention, mitigation and recovery.
Chapter 5’s dashboard will be useful in this
area.

e Strengthen institutional —and  human
capacity. National health emergency
preparedness and response frameworks
must bring together all key actors—
including community groups, religious
institutions, non-government organizations,
philanthropic bodies, health professionals,
law enforcement agencies, fire and rescue
departments and social-service providers—
to coordinate activities. The frameworks
should aim to craft a shared understanding
of the roles and responsibilities of all actors,
from the president or prime minister’s office
down to the local fire station, enabling all
actors to coordinate activities and share
information. Governments also need to
invest more in critical occupations, including
epidemiologists, laboratory technicians,
healthcare  workers, researchers and
infectious disease specialists.

STRENGTHENING HEALTH EMERGENCY
PREPAREDNESS AND RESPONSE

Build national health emergency
preparedness and response systems.

Strengthen institutional
and human capacity.

Build national industrial capacity to
produce essential medical supplies.

Construct communication
and outreach strategies.

e Build national industrial capacity to

produce essential medical supplies. National
responses must focus on building domestic
industrial capacity to produce such supplies.
A strategy to repurpose manufacturing
capacity during an emergency to produce
these supplies is an important first step
in fighting a virus, for example, and saving
lives. In the COVID-19 pandemic, with the
closing of borders to international trade,
Ethiopia reoriented and repurposed some
of its industrial parks to produce essential
medical supplies.

Construct communication and outreach
strategies. Nationwide publiccommunication
and outreach strategies are vital for
spreading important and timely government
instructions on how to respond to a health
emergency. Media outlets must work closely
to broadcast regularly updated public health
information. These strategies will make it
easy for law enforcement institutions to
keep public order and enforce government
directives on the health emergency.
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STRENGTHENING AFRICAN COOPERATION FOR
VACCINE RESEARCH AND PRODUCTION

e The COVID-19 pandemic has intensified
competition among some advanced countries
for access to supplies and vaccines, contrary to
the principle of global problems requiring global
solutions, as argued, for instance, by the World
Health Organization at the 2020 World Health
Assembly. Africa needs to find its own solutions.

o Build domestic capacity for vaccine production.
The African Union Commission and the Africa
Centres for Disease Control and Prevention
launched the Partnerships for African Vaccine
Manufacturing on 12-13 April 2021. The centres
will lead the initiative to meet the African Union’s
aim to manufacture on the continent about 60
per cent of its vaccines by 2040. To achieve this
ambitious goal, the centres will have to take bold
decisions and ensure that member states take
concrete actions. Already, Algeria, Egypt, Morocco,
Senegal and South Africahave reached agreements
with several European and North American
companies to manufacture vaccines under
public-private partnerships or subcontracting
arrangements; some of these countries have
started clinical trials. This initiative should draw
financing from the International Monetary Fund's
Special Drawing Rights allocation for Africa (an
estimated $33 billion) approved in January 2020,
as a base to leverage additional resources from
the private sector and financial institutions to
strengthen vaccine research so that the continent
can respond to future pandemics with greater
independence.

o Establish a consortium of African medical schools
and research universities for vaccine research and
production of medical supplies. As part of the
Partnerships for African Vaccine Manufacturing,
greater efforts must be made to engage leading
African medical schools and universities to expand
their medical research, including development of
vaccines and production of other essential medical
supplies, by leveraging their human and physical
resources. Collaborative research hubs should be
organized and connected institutionally to share
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STRENGTHENING AFRICAN
COOPERATION FOR VACCINE
RESEARCH AND PRODUCTION

Africa needs to find its own solutions.

Build domestic capacity
for vaccine production.

Establish a consortium of African medical
schools and research universities for vaccine
research and production of medical supplies.

Establish an African Pandemic
Preparedness Fund.

researchresults, with feedback to health ministries
and private health providers.

e Establish an African Pandemic Preparedness Fund.
African governments should consider establishing
such a fund, financed with a share of the 0.02
per cent levy on imports from African countries
collected by the African Union.

The COVID-19 pandemic has exposed the fragility of
health and economic systems around the world and in
Africa. Health systems Africa-wide had deteriorated
badly before the pandemic’s outbreak, owing to years
of neglect and underinvestment. On the economic front,
failure to build basic social protection systems increased
poor people’s vulnerability and exposure to risks. The
costs of tackling the pandemic have been high in lives
lost, livelihoods ruined and futures shattered. Trust
between governments and populations has also been
eroded and needs to be rebuilt.

Looking forward, governments must draw lessons
from the pandemic and start to strengthen the
capacity of key institutions to manage risks and build
resilience in society.
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The 2021 Economic Report on Africa assesses poverty and vulnerability in
Africa during the COVID-19 pandemic. It provides perspective of the causes and
consequences of increased poverty due to the pandemic, as well as from other
shocks such as an oil price collapse, within a vulnerability-poverty-resilience
framework. This framework provides useful insights into the micro-level factors
associated with moving into and out of poverty and why some households remain
poor for a prolonged period—insights that can guide evidence-based policies.
A major contribution of the report is emphasising the centrality of risk and
vulnerability to shocks in the design of poverty reduction strategies in Africa. The
report’s principal messages are that poverty in Africa is highly dynamic, that poor
people move into and out of poverty because of volatile consumption and that
their inability to manage risks only increases their vulnerability.
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