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Comoros: Conclusion

Chart 39: Policy recommendations

Recommendations

Improve good and inclusive governance by combating corruption, enhancing
efficiency in the public sector, and improving business facilities;

Improve the quantity and quality of education, by reforming the curriculum together
with private sector and industry, to match the job market requirements;

Invest in human capital to align with the needs of the structural transformation of
the economy;

Provide incentives for informal businesses to formalise, through tax exemption
policies and tax concessions for small businesses less than five years old;

Provide youth apprenticeship and entrepreneurial programs as part of measures to
address youth unemployment;

Improve infrastructure development by increasing electrification, investing in
renewable energy sources and improving transport and ICT;

Strengthen national revenue mobilisation to ensure macroeconomic stability by
adopting a digitised tax collection system and by reducing the informal sector size;
Boost agricultural productivity and food security by equipping farmers with modern
farming techniques, irrigation systems and essential inputs;

Enhance climate resilience by investing in natural hazard prevention, improving
early warning systems and reinforcing adaptation measures in agriculture;
Increasing foreign financing and investment sources through tax-favoured policies
and strengthen the protection guarantees and investment protection provisions.

Chart 39 summarises the policy recommendations for Comoros.

Current analyses show that most macroeconomic indicators in Comoros are improving over time. While economic growth
is positive, and projections for the future tend to confirm this, significant challenges persist. Indeed, socio-political and
structural indicators such as governance reveal a country plagued by corruption, a weak business climate and a human
development index well below that of other lower-middle-income countries in Africa. The precariousness of the
infrastructure and manufacturing sector further plunge the country into commercial weakness, limiting its ability to
respond effectively to domestic and external demand.

The eight sectoral scenario interventions modeled in this study offer hope for improving the country's macroeconomic
performance. For instance, the GDP of Comoros will reach US$4 801 in the Combined scenario, exceeding the Current
Path (US$2 865 million) in 2043. Indeed, the Combined scenario will increase the size of the economy by an additional
US$1 936 million by 2043—an increase of 67.6% compared to the Current Path. The GDP per capita of Comoros will
increase to US$6 674 by 2043. This will be US$2 072 higher than the projection of US$4 602 on the Current Path.

In addition, with the Combined scenario, the size of the informal sector in Comoros will decline to 24.6% of GDP although
its absolute value will rise to US$1.2 billion in 2043. At this rate, the contribution of the informal economy will be lower
than the 29.2% (valued at US$0.8 billion) on the Current Path. Likewise, by 2043, there will be about 298 600 fewer
labourers in the informal sector as compared to the Current Path. This will correspond to informal labour constituting
39% of total labour in the Combined scenario, instead of 52.1% in the Current Path.

Both the number and the proportion of poor people in Comoros will significantly decline in the Combined scenario. In the
long term, extreme poverty in Comoros will be reduced further such that, by 2043, only about 182950 people in the
country (14.6% of the population) will be living in extreme poverty. This means that, compared to the Current Path, almost
185409 more people could be lifted out of poverty by 2043 in this scenario.
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However, like in most sub-Saharan African countries, the analysis shows that Comoros faces a range of complex,
interconnected challenges that have contributed to its economic fragility and hindered sustainable growth and
development. Insecurity, a greater dependence on agriculture (which has low productivity and no economic
diversification), climate change, poor governance, a bad business climate, a lack of infrastructure and a shortage of
human capital are some of the main obstacles to the nation's prosperity.

To put the country on the path to sustained growth and development, the Comorian government must implement
decisive, targeted actions based on priority policies:

Promote good governance

Governance analyses show that despite the country's security achievements, social inclusion and governance capacity
remain major challenges which implies that, as part of improving its governance, the country should implement a strategy
that essentially prioritises these two issues.

This strategy should firstly aim to strengthen the institutional framework, in terms of improving the business climate by
fighting corruption, reinforcing the quality of democracy and bad governance.

Secondly, this strategy should be based on strengthening the quality of justice, in particular through transparency of
judicial procedures and fairness in the judiciary. The aim is to ensure greater respect for the property rights of public and
private investors.

Thirdly, it should be based on accelerating the effectiveness of the decentralisation process, which is necessary for greater
social inclusion and the reduction of local inequalities through the development of decentralized local authorities. This
decentralisation should be based on a better redistribution of power at the central level, through the inclusion of each
cultural or ethnic group in the composition of the country's major decision-making bodies.

Finally, this strategy should be underpinned by greater modernisation of public administration. This aims to improve the
organisation and operation of the administration and, consequently, the effectiveness and efficiency of public action and
accountability to the population - above all, by strengthening public-private partnerships.

Strengthen transparency and budget efficiency

Achieving the goals set out in the Agenda 2030 and the “Plan Comores Emergent 2030” will require Comoros to mobilise
substantial financial resources. Moreover, in a context where the government's financial capacities are limited, high-level
political commitment, coherent policy and strategy frameworks and effective institutional coordination mechanisms are
becoming imperative for better use of available resources. So, as well as the priority of aligning national and sectoral
strategies and budgetary frameworks, the country also needs to ensure consistency between the various mobilisation and
partnership strategy documents that have been drawn up in recent years, in order to bring together all the driving forces
behind Comorian development in a concerted effort. It also involves an in-depth reform of the budget preparation
process, and the introduction of a genuine performance-based approach that evaluates staff and controls management
appointments at the highest level.

In view of the numerous weaknesses in strategic planning and, more generally, in the management of public finances, the
Government could consider and prioritise the following measures:

Strengthen internal budgetary control, the public expenditure execution chain and the link between cash management
and budget execution; Place the performance approach at the heart of reforms to enable greater visibility of
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administrative resources and output (e.g. performance management system to evaluate agents, contracts of objectives
between régies and the ministry, etc.); Implement a coherent, ongoing training plan to build agents' capacities and ensure
the proper use of tools (e.g. integrated financial management system).

Promote infrastructure

This requires a better understanding of investment needs and clear planning. The transport infrastructure needs to be
strengthened through the construction and maintenance of road infrastructures to preserve them and prevent further
deterioration, and the construction of second-generation railroads. Comoros also needs to regulate the common carrier
profession, incorporating road safety principles through better training and professionalisation of the sector's skills.

Promote agricultural productivity and economic diversification

Improving the business environment to foster private sector development and attract manufacturing FDI can diversify the
economy away from agriculture and enhance formal job creation. This includes supporting light manufacturing, such as
agro-processing, and promoting services, particularly within the digital economy. Comoros’ government must invest in
productivity-enhancing technologies and ensure farmers' access to high-yield, disease-resistant and drought-resistant
seedlings, fertilisers and credit guarantees. Furthermore, it is crucial to support research and development (R&D) activities
focused on enhancing resilience and agricultural productivity and strengthening energy production.

Promote human capital

It is essential to expand access to education in terms of quantity and quality, particularly in rural areas, in order to
increase literacy rates and better prepare students for working life. It is also essential to invest in vocational training,
developing vocational and technical programs to equip students with skills that match the demand for work expressed by
businesses and industries.

In addition, the health system needs to be strengthened by improving access to quality care, particularly in rural areas,
through investment in health infrastructure, training of health personnel and guaranteeing affordable services. Efforts to
combat child malnutrition should include the implementation of nutrition programs, as well as improved sanitation and
access to drinking water - important in the fight against the diseases of civilisation. Also, strengthen the insurance system,
in particular the health insurance system, introduce a policy of free access to certain tropical diseases such as malaria,
and free access to certain important vaccines for children under the age of 5.

Boost mobilisation of international financial resources and their impact on the economy

Foreign direct investment (FDI) (as a % of GDP) in Comoros remains well below that of Africa's other lower-middle-income
countries. To boost it, the Comorian government should create a more predictable and transparent business environment
to attract more FDI, with the aim of securing more private investment and enabling Comoros to benefit from regional and
global integration. The authorities need to create specific mechanisms to improve investor confidence, including the
strengthening of investor protection through an adequate definition of protective guarantees (e.g., the National
Treatment provisions mentioned in the Investment Law). The AfCFTA represents an opportunity to increase the size of the
market for potential investors.

Although these funds have helped to finance the country's trade deficit, the majority of remittances are destined for final
household consumption and make only a marginal contribution to the investment project prioritised by the State. In other
words, capitalising on the resources of the diaspora to diversify and strengthen the country's economy requires the
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implementation of certain measures, such as improving the climate of confidence by strengthening good governance
mechanisms and reforming domestic banking and financial services. As has been the case in Rwanda over the past 20
years, Comoros' government could undertake measures to ensure that its citizens and their families understand the
individual and global benefits of reinvesting part of their resources in projects that are part of the country's national
development strategy. This would involve reducing the cost of remittances and ensuring the viability of the business
creation and entrepreneurship system in Comoros.
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