
1 

  

COMPACT MONITORING 

REPORT TO G20 FINANCE MINISTERS AND CENTRAL 
BANK GOVERNORS 

APRIL 2018 

      

 

  



2 

  

CONTENTS 
Overall Assessment of Progress by the World Bank Group ....................................................................................................................... 3 

Joint Report of the International Organizations ........................................................................................................................................ 7 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



3 

  

OVERALL ASSESSMENT OF PROGRESS BY THE WORLD BANK GROUP 

“101 Commitments” 

The Compact with Africa (CWA) is an important initiative of the G20 that seeks to enhance private sector financing in support of 
countries’ development objectives. Central to the CWA is the concept of mutual commitments to implementing measures and 
developing instruments to improve the framework conditions for private investment, including in infrastructure. The aim is to develop 
comprehensive, coordinated, and country-specific reform compacts between individual African countries and the international 
organizations of the African Development Bank, International Monetary Fund and World Bank Group (collectively, the IOs), and the 
G20 members.  

Ten African countries—Benin, Côte D’Ivoire, Egypt, Ethiopia, Ghana, Guinea, Morocco, Rwanda, Senegal, and Tunisia—have prepared 
reform matrices that set out commitments to maintain macroeconomic stability and undertake relevant business and financing 
reforms needed to enhance private investment. Implementation of these reforms is supported by their key development partners.  

This report, representing the first round of monitoring for the period ended February 28, 2018, is being conducted under the auspices 
of the G20 African Advisory Group (AAG) co-chaired by Germany and South Africa. It includes self -assessments by Compact countries, 
the three IOs and relevant AAG members. It also provides an independent review by the African Center for Economic Transformation.   

The World Bank Group’s most recent report on  Global Economic Prospects (GEP) offers a useful lens through which to assess progress 
under the CWA.  Its headline message this year, particularly pertinent to CWA objectives, is that “A broad-based cyclical global recovery 
is underway ... The global outlook is still subject to substantial downside risks … Particularly worrying are longer-term risks and 
challenges associated with subdued productivity and potential growth … A combination of improvements in education and health 
systems; high-quality investment; and labor market, governance and business climate reforms could yield substantial long-run growth 
dividends.”1 

 Overall Progress 

Nine Compact countries participated in this monitoring round—the exception was Egypt, which only recently joined the Compact and 
had insufficient time to show meaningful progress against reform commitments. Participating G20-AAG members were Canada, the 
European Union, France, Germany, Italy, Japan, the Netherlands, Norway, Spain, the United Kingdom, and the United States of 
America.  

As shown in Tables 1 to 3 below: 

• 101 commitments are covered under this monitoring round (Table 1). This reflects a remarkable and collective sense of 
purpose around a global agenda to maximize financing for development. 

• Ethiopia and Ghana report the highest percentages of wholly achieved commitments (Table 1). 
• Reforms have been launched across virtually all of these 101 commitments (Table 2): 23 percent of commitments are 

reported as wholly achieved; 74 percent of commitments are reported as on track.  
• There has been a clear focus on retaining macroeconomic stability (Table 2): 43 percent of the reforms monitored relate to 

the macroeconomic pillar. This pillar also records the highest number of wholly achieved commitments at 33 percent.  
• Japan and Norway have supported the most inward private investments in Compact countries (Table 3).      

 

                                                                 
1 See Global Economic Prospects, Broad-Based Upturn but for How Long? January 2018  

https://openknowledge.worldbank.org/handle/10986/28932
http://www.worldbank.org/en/publication/global-economic-prospects
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A broader perspective demonstrating a consistent commitment to reform can be seen in the progress Compact countries are making 
in closing the Distance to Frontier (DTF), a key measure of the annual Doing Business report.[1] Between 2017 and 2018, Senegal moved 
furthest towards the Frontier among Compact countries (+ 3.75); followed by Rwanda (+ 3.21); and then Ethiopia (+ 2.08). In these 
three countries the business environment reform agenda is substantive, comprehensive, and continuous, with reforms undertaken in 
such areas as the establishment of credit bureaus, elimination of stamp duties for property transfers, streamlining and automating 
processes for applying for construction permits and business licenses, establishment of e-Tax platforms that facilitate the payment of 
taxes; and attention to investor protection issues including strengthening related legal frameworks and also by establishing an investor 
perception survey that will enable the collection of continuous feedback.     

 

Table 1: Status of Commitments by Country 
Country Green Yellow Red Total 
Tunisia 2 9 0 11 
Benin 3 10 0 13 

Senegal 3 8 1 12 
Rwanda 2 7 2 11 
Morocco 0 7 0 7 
Guinea 1 11 0 12 
Ghana 5 7 0 12 

Ethiopia 5 8 0 13 
Côte d' Ivoire 2 8 0 10 

Total  23 75 3 101 
                     Source(s): Country self-assessments, WBG, April 2018 
 
 

Table 2: Status of commitments by Pillar (%) 
Framework Green Yellow Red Total 
Macro-economic 14% 29% 0% 43% 

Business 8% 28% 1% 37% 
Financing 1% 18% 2% 21% 

Total 23% 74% 3% 100% 
  Source(s): Country self-assessments, WBG, April 2018 

 
  

                                                                 
[1] The Distance to Frontier (DTF) measure shows the distance of each economy to the “frontier,” which represents the best performance observed 
on each of the indicators across all economies in the Doing Business sample since 2005. An economy’s DTF is reflected on a scale from 0 to 100, 
where 0 represents the lowest performance and 100 represents the frontier. 
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Table 3: Direct support for inward private investment 

AAG country Green Yellow Red Total 
Japan 4 0 1 5 

Netherlands 0 2 0 2 
Norway 4 1 1 6 

Spain 0 2 2 4 
United Kingdom 0 2 2 4 
European Union 0 1 2 3 

Germany 1 8 0 9 
United States 1 7 0 8 

France 0 8 0 8 
Canada 0 0 0 0 

Italy 0 2 1 3 
Total  10 33 9 52 

                    Source(s): AAG country self-assessments, WBG, April 2018 

Key: Green = wholly achieved; yellow = partially achieved/on track/; red = not started. 

 

Macroeconomic Framework 

According to the GEP, in Sub-Saharan Africa debt indicators continued to deteriorate in 2017 with median debt-to-GDP ratios rising to 
53 percent from 48 percent in 2016. Fiscal sustainability gaps have also widened—between 2007 and 2016, fiscal sustainability gaps 
widened by 4 percent on average. In the Middle East and North Africa, debt-to-GDP ratios have similarly risen by 14 percent since 
2014. 

Commitments under this pillar have clustered around three recurring themes: (i) achievement of macroeconomic stability and debt 
sustainability; (ii) increased domestic revenue mobilization; and (iii) more effective public investment management. 

Recommendation: By concentrating on these specific issues, Compact countries are steering an appropriate course and 
should remain focused on increasing domestic revenues, including pursuing reforms leading to adoption of broad-based 
consumption taxes, simplified tax design and improved tax administration.       

Business Framework 

The Business Framework pillar accounted for 37 percent of the 101 commitments, with only 22 percent of these being wholly achieved 
during the period. There was less consistency in reform commitments under this pillar, with issues such as investor protections, 
strengthening of commercial courts, and standardization of contracts among the aspects addressed.  Overall there is also a heavy 
focus on Doing Business-related reforms which, while necessary, are not in themselves sufficient to create an investor-friendly business 
environment. 

Additionally, there is significant misalignment between some of the areas being supported by AAG members and priority reforms as 
captured in the matrices. Taken together with other publicly available information on Compact countries, there is significant scope for 
Compact countries, together with private sector stakeholders and key development partners, to re-assess where the most critical 
business environment reforms - economy wide or sector specific – are needed. The Morocco Compact team offers a good example of 
the process followed for reaching collective agreement on specific reforms. 
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Recommendation: Compact teams should undertake a re-assessment to identify and prioritize the business reforms most critical 
in the specific country context. This re-assessment should be based on a robust framework such as IFC’s Country Private Sector 
Diagnostic (CPSD).  Finally, in undertaking this reassessment, Compact teams may wish to consider pertinent recommendations 
from the GEP for Compact countries to undertake reforms in three areas:   

• Promote diversification: targeting improvements in transport and energy infrastructure; simplifying regulations and 
administrative procedures for starting a business; increasing efficiency of the legal system; reducing regulatory uncertainty. 

• Boost agricultural productivity: improving land titling; increasing access to credit for investment in new farming techniques; 
improving awareness in new farming techniques; improving infrastructure needed to connect farms to markets. 

• Strengthen governance: including in connection with state-owned enterprises, to reduce the extent to which corruption and 
lack of competition continue to crowd out private investment.  

Financing Framework  

According to the GEP, measures targeted toward financial sector deepening are critical to Middle East and North African country 
objectives of sustained private sector-led growth.  The same binding constraint is present in Sub-Saharan Africa, where annual 
infrastructure needs are estimated at $93 billion while there is only $45 billion of annual investment—an infrastructure deficit that 
cannot be financed from local capital markets.  

Financing framework reforms, however, accounted for just 21 percent of the 101 commitments, with only 5 percent of these reported 
as wholly achieved reforms during the period.  Only a few of the Compact countries—Côte d’Ivoire, Ghana, Morocco, and Rwanda—
include commitments to develop domestic bond markets or alternative markets for small and medium enterprise listings. None of the 
Compact countries included specific proposals to engage institutional investors. Going forward, this will be critical to addressing 
financing needs in developing countries. Financing framework reforms clearly represent the biggest challenge to, and opportunity for, 
the CWA. 

Recommendation: Development partners should commit to provide sustained support for structured and comprehensive 
financial sector deepening in Compact countries. They should also commit to identify and work with institutional investors to 
establish a public infrastructure investment facility for Compact countries.     

Additional Cross-cutting Recommendations  

In addition to the recommendations under each specific CWA pillar, the World Bank Group recommends that the following additional 
cross-cutting actions be undertaken as CWA enters its second year:  

• Potential Investor Engagement. G20 and bilateral partners should develop private sector involvement strategies to encourage 
interested companies in their countries to sustainably increase private investment in Compact countries.  

• Mainstreaming Compact Teams. With a view to achieving sustainability of CWA objectives, proposals have been circulated 
regarding the functioning of the Compact teams and their closer alignment with existing private sector working groups that can 
help to foster greater engagement with the private sector. These should be the guidance for the work in the compact teams going 
forward. 

Next Monitoring 

Policy reforms take time to implement and so the World Bank Group proposes that the next full monitoring round take place in the 
margins of the 2019 WBG-IMF Spring Meetings. The World Bank Group, however, recommends that a mid-year review takes place in 
the margins of the 2018 Annual Meetings. The purpose of this mid-year review would be for Compact countries to indicate proposed 
revisions to their policy matrices, together with the rationale for the change.   
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JOINT REPORT OF THE INTERNATIONAL ORGANIZATIONS 

Direct support to the CWA Initiative (participation in Compact teams, specific support for reforms included in the CWA matrix)  

The Resident Representatives, Country Directors, and Country Managers of the IOs have, as envisaged, been critical in creating and 
fostering the in-country ecosystems in which the aims of the CWA can develop. The IOs have been leaders of, or active participants in, 
the Compact teams. Their activities have included advising government on the design of policy reforms and the contents of reform 
matrices, and contributing to the self-assessment process.  The IOs have also, in different ways each, contributed an additional 
dimension to the CWA initiative and to the effectiveness of the Compact teams.  

For example:  

• AfDB is extending use of its Private Sector Credit Enhancement Facility and Partial Credit and Partial Risk Guarantees to CWA 
countries. In 2017, AfDB approved an African Development Fund Partial Risk Guarantee to crowd in commercial financing as 
part of a financing program for the regional airline, Air Côte d’Ivoire.  

• IMF, which plays an active role in peer-learning events, organized a workshop on economic diversification in January 2018 in 
collaboration with the Government of Senegal and a conference on revenue mobilization in April 2018 in collaboration with 
the African Center for Economic Transformation and the Government of Ghana.  

• WBG recently approved the first IDA 18 Private Sector Window project in Africa, Caisse Régionale de Refinancement 
Hypothécaire, which will expand the availability of housing finance by $500 million in eight West African countries, including 
Benin, Côte d’Ivoire and Senegal, in the next four years. 

The IOs are also providing robust technical assistance for implementation of Compact reforms under each of the three pillars. As 
examples: (i) IMF’s commitment to CWA focuses on the macroeconomic framework in the form of policy advice supported by analytical 
work and capacity development. The Fund has stepped up capacity development efforts to support Compact implementation, 
including through the six AFRITACs (Africa Regional Technical Assistance Centers) and the Middle East Technical Assistance Center; (ii) 
in connection with the Financing framework pillar, AfDB is helping develop domestic debt markets and supporting better performance 
of public utilities in Ghana, and providing efficient risk mitigation instruments in Senegal; and (iii) under the Business Framework pillar, 
WBG is assisting Rwanda in finalizing and implementing a PPP law and helping Senegal with reforms to strengthen governance and 
improve the investment climate, including by simplifying land registration procedures and streamlining procedures at the level of the 
high court of Dakar.   

Other portfolio support that has contributed to strengthening the macroeconomic, business, and financing frameworks of Compact 
countries. 

All three participating IOs have a history of engagement with Compact countries and ongoing programs of support that are consistent 
with, and therefore contribute to, the achievement of CWA objectives. Some key highlights of these programs are:  

• Under the ongoing Ghana Institutional Support Project, AfDB is providing technical assistance and training to improve public 
financial management at the Ministry of Finance and key state-owned enterprises.  

• IMF provides intensive policy advice on key macro-structural reforms (e.g., Morocco, Tunisia) and on actions improving 
competitiveness and the business environment (e.g., Ethiopia, Benin).  

• In December 2017, WBG launched the IFC Support Program for CWA (ISCA).  ISCA strives to contribute to the CWA objectives 
through the provision of advisory services and investment support activities, including the CPSDs mentioned above, and 
sector deep dive studies. Germany and Norway are the first donors, and have contributed a total of $16 million. IFC hopes to 
raise an additional $18 million for ISCA. 

Multilaterally, a key development has been the leadership of the IMF and the WBG on the Platform for Collaboration on Tax. The 
platform formalizes regular discussions between the participating organizations (which also include the United Nations and 
Organization for Economic Cooperation and Development) on the design and implementation of standards for international tax 
matters, strengthens their ability to provide capacity-building support to developing countries, and helps them deliver jointly 
developed guidance. The platform is therefore particularly relevant to the CWA initiative. 
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