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Introduction

1. The Conference of African Ministers Responsible for Trade, Regional Cooperation,

Integration and Tourism held its first session in Addis Ababa, Ethiopia, from 14 to 16

February 1996. The Conference was organized by the Economic Commission for Africa

(ECA) in collaboration with the Organization of African Unity (OAU) and the United

Nations Conference on Trade and Development (UNCTAD).

2. The Conference considered a number of issues and adopted four resolutions, which

required follow-up actions on the part of ECA. This report is, therefore, intended to

present the developments related to the decisions of the Conference by giving an account

of the activities undertaken by the ECA secretariat in application of the decisions of the
Conference.

3. It should be recalled that the Conference mandated ECA to take specific measures and

actions in the following six areas:

(i) Organization of a Meeting on ECDC/TCDC

4. As part of its new strategies to serve Africa better through excellence, cost-effectiveness

and effective partnership, ECA has embarked on a number of projects in partnership with

governmental and non-governmental organizations within and outside Africa.

5. In collaboration with the Economic and Social Commission for Asia and the Pacific

(ESCAP), ECA developed an overall project on South-South Cooperation (SSC) that

includes the organization of meetings, seminars and workshops, as requested by the

Conference of African Ministers Responsible for Trade, Regional Cooperation, Integration

and Tourism. A contribution of US$ 50,000.00 from the Japanese Government was

earmarked for this project and two consultants were recruited to carry out a comprehensive

project document containing activities for SSC, particularly geared towards improving the

capacity ofthe private sector in Africa.

6. The consultants undertook consultative missions to ESCAP in order to discuss the

substance of the project document and to identify possible partners in Asia for its

implementation. Based on their mission and research findings, the consultants finalized in

October 1998 their draft project proposal entitled "Developing the African Private Sector

within the Framework of South-South Cooperation". The essence of the project is to

contribute to the development of the private sector in Africa through specific activities

meant to:

♦ Improve the business environment in Africa;

♦ Strengthen the capacity of the private sector;

♦ Identify and develop regional and inter-regional institutional mechanisms; and

♦ Develop appropriate information technology to keep African and Asian partners

abreast ofeconomic and technological developments in their respective regions.



ECA and ESCAP wilt jointly implement the project, estimated at US$ 5,000,000.00, over a

five-year period from July 1999 to June 2004, with the possibility of strategic phasing as

appropriate. Potential partners for the funding of the project include UNDP, UNIDO,

UNCTAD, the World Bank, the Government ofJapan, other selected Asian countries, Non-

Governmental Organizations and bilateral donors.

(ii) Implementation of the Treaty establishing the

African Economic Community: Strengthening of

Regional Economic Communities (RECs) and

Rationalisation and Harmonisation of the Activities

of Regional and Subregional Communities

8. The core objectives of ECA's programme on economic cooperation and integration in

Africa is to facilitate and enhance the process of regional integration within the framework

of the Abuja Treaty establishing the African Economic Community (AEC). In this context,

ECA has undertaken and continues to carry out activities, including research work, that

identify and analyse constraints and other factors affecting the Abuja Treaty process with a

view to assisting African countries to articulate and implement policies and strategies that

will help advance economic integration both at the regional and subregional levels.

a) Study on self-financing mechanism for COMESA

9. At the request of the COMESA secretariat, ECA commissioned in 1997 a feasibility study

on the establishment of a self-financing mechanism for COMESA. The study was based on

information gathered in the field at the COMESA level and in some of its member States.

The purpose of the study was to advise COMESA on how it could set up a mechanism of

its own in substitution of member states' contributions which proved to be an insufficient,

uncertain and unreliable source for financing COMESA's integration programmes and

projects.

10. Below are the basic principles suggested for the COMESA mechanism:

♦ A community levy on imported items from third countries is considered. The rate to be

applied is suggested at 0.3%. However, a rate as high as 0.7% could be applied would

COMESA introduce a compensation mechanism to make up for revenue losses derived

from its trade liberalisation mechanism (see paragraph 15 third bullet).

♦ It should be totally independent for its management from national budgets or the

treasury so that countries will not be given any opportunity to intervene in, and disrupt

its operations;

♦ It should be permanent and automatic. This will allow regular financial flows to the

Community and will provide it with adequate resources to implement its programmed

activities at any time;

♦ The community levy should be increased periodically in order to take into account

factors such as inflation, currency devaluations and other economic imbalances. For



COMESA, it is particularly advisable to have a community levy that increases over

time in the event that other RECs such as EAC, IGAD and SADC may have to get their

share from the same financing scheme.

♦ It should be collected through the existing customs machineries at the level of each

member State without creating a parallel structure for its collection;

♦ Member States should feel that their contribution to the community levy is equitable,

just and fair. Their contribution should depend on what they can afford or on what their

level of economic development allows them to provide;

♦ Considering the principle of solidarity enshrined in the Treaty establishing the AEC,

countries should help one another by allocating community resources to those

countries, which may need more resources regardless of their financial contribution to

the community. This is so because all countries do not have the same level of

development or the same endowment in terms of resources. Some countries are

landlocked while others may suffer recurrent natural disasters or humanitarian crisis.

b) Study on self-financing mechanism for SADC

11. A similar study was carried out for the SADC Secretariat at the request of the latter. The

basic principles remain similar to those for COMESA, including the tax base that is

suggested at 0,3% on imported items from third countries. However, other alternatives

were included in the study as requested by SADC. These are the introduction of (i) a

community levy of2% on all tourism-related services in the subregion, and (ii) a tax on the

subregional consumption of cooking gas. With regard to this second option, the available

statistical data were insufficient and it was therefore impossible to determine a rate that

would be applicable to the consumption of cooking gas.

12. The above studies were designed to ensure that the future financing of Africa's integration

process is anchored on solid financing mechanisms, predominantly tax-based with limited

inflationary effect, with constantly growing income and capable of responding to the

changing needs of various RECs in different circumstances. The primary objective of these

mechanisms is to:

♦ Provide a substantial means for funding integration programmes and projects,

♦ Create a fund that will make up for revenue losses derived from trade liberalization

schemes; and

♦ Help sustain the secretariats of the RECs in their operational expenses.

13. With regard to the other subregions, UEMOA and CEMAC already have their own self-

financing mechanisms. Each institution selected its own community levy based on its

specifities, the particular conditions and situations of its member countries, as well as its

specific financial needs. For example, in the case of UEMOA and possibly COMESA and

SADC, the tax base of the levy are imports from third countries. Whereas CEMAC

countries opted to collect their community levy on locally produced goods such as beer and



■ tobacco. A. similar mechanism.,is to become operational for ECOWAS. Other institutions,

.which do not have a similar mechanism as yet, will be covered by future studies.

c) Study on compensation mechanism for COMESA

14. Compensation and equalization mechanisms are also considered as another instrument to

further the economic integration process in Africa. As a result of the tariff reduction plans

associated with trade liberalization schemes, many, countries are faced with significant

erosion of their revenues on which they depend for their public expenditures. This has

obviously contributed to reluctance by these countries to implement the trade liberalization

programmes. A study was therefore necessary to address the problem of revenue losses and

uneven gain stemming from the implementation of trade liberalization schemes by member

States.

15. Here again, at the request of the COMESA Secretariat, a study has been undertaken on

compensation or revenue and loss equalization mechanisms. The study recommended the

establishment of a Regional Cooperation Fund with the following characteristics:

♦ The Fund's annual budget should be able to cover 60% of the revenue losses that

member States would face as a result of applying preferential tariffs to their intra-

COMESA trade;

♦ Member States should contribute to the budget in proportion to their share in the

intra-COMESA exports;

♦ Member States' contributions should be paid from COMESA's community levy (self-

financing mechanism, see first bullet of paragraph 10) but not from national budgets;

♦ The payment/compensation to be made by the Fund to members States should be in

proportion to the revenue losses declared by each one of them on their imports of

community products;

♦ Instead of being deposited into-national treasuries (as is the case in UEMOA and

proposals forEGOWAS and ECCAS), the compensation to be paid to member States

should be used for the development of the private sector or the promotion ofexports.

16. It is envisaged that similar studies will be carried out for other RECs as well. The ultimate

objective in this kind of exercise is to assess the feasibility of equalization funds as an

instrument ko compensate for revenue losses and to distribute equitably the costs and

benefits that derive from the regional market. All member countries are expected to benefit

equally from this instrument. In addition, in the particular case of the least developed

countries of.each REC^it will provide them with a means of funding their development

projects in order to enhance their participation in the regional grouping.

d) Other studies Jf,

17. Other policy studies carried out in the area of regional economic integration include the

following:



♦ "Harmonization and Rationalization of Regional Economic Institutions: A Gradual

Approach": Strengthening the RECs as the main building blocs for Africa's integration

process is one of the urgent tasks to be addressed by member States and all concerned.

The lack of rationalization and harmonization of the RECs operating within the same

subregional space in Africa is one of the key problems undermining the cohesiveness

and the unity of purpose and action vis-a-vis the integration process. Experience has

shown that merging one REC with another or closing down a REC in favour of another

is a politically sensitive recommendation to implement in Africa. In view of this

reality, a more pragmatic response to addressing the issue of multiplicity of RECs

operating within the same subregional space would, therefore, consist of harmonizing

their market liberalization instruments by removing contradictions and incompatibilities

among them. Such an approach, which is the essence of the study mentioned above, will

ensure that a cohesive, but not a fragmented market and economic space would be

created to allow people, goods and services to circulate more freely within the same sub-
region.

♦ "Deeree of Convergence of Micro- and Macro-economic Policies among Countries:

Proposals on Institutional Framework for Greater Harmonization": Domestically

focused national structural adjustment programmes were designed to and did assist a

number of countries in Africa to restore some equilibrium in their economies.

Unfortunately, these programmes seemed to pay very little or no attention to the

regional context in which the national economies are inter-linked or are supposed to be

as a result of belonging to the same economic cooperation and integration arrangements.

The study was, therefore, meant to demonstrate the negative consequences associated

with policies of member countries within the integration grouping that are neither

coordinated with one another nor attuned to the agreed common objectives. It made

recommendations on achieving broad policy coordination and convergence in order to

ensure the cohesiveness and unity of purpose ofthe African integration process.

♦ "Trade Liberalization and Factor Mobility within Africa and Promotion of the

Emergence of Convergence of Complementarities as a Basis for the Expansion of Intra-

African Trade: Using the eastern and southern sub-region as a pilot study, empirical

investigation of the key factors affecting the effective implementation of trade

liberalization within the subregion was conducted. Measures were also suggested to

remove the obstacles and to promote greater inter-dependence of production and other

economic activities on the basis of the subregion's natural resource endowments, with a

view to improving the productive sector to buttress intra-subregional trade.

♦ "Analytical Framework for the Assessment of the Costs and Benefits of Regional

Economic Integration": A clear awareness of any member of an integration grouping of

the costs and benefits affecting its membership is essential for avoiding or minimizing

hesitation and the reluctance to adhere to agreed commitments. Transparency in the

relative gains and losses of the members wil! facilitate rapid progress. Until now this

important issue had been taken for granted. Nevertheless, convinced that the issue of

costs and benefits has to be inevitably addressed for the process to make rapid progress,

ECA took the initiative of undertaking a pilot study on this question using Burkina Faso

as a case study within the Economic and Monetary Union of West Africa (UEMOA).

This type of study forms the basis for the equalization/compensation programmes. To be

complete, ECA envisages expanding such policy study in the future to cover all the

countries ofUEMOA as well as countries within the other RECs.



♦ "Magnitude of Physical Impediments. Tariff and Non-tariff Barriers, their Impact on

Intra-African Trade and Production Factor Mobility and their Effects on Regional

Development Patterns": Fragile transport and communications infrastructure and the

lack of it, tariff and non-tariff barriers and other restrictions are major impediments to

the free flow of goods, services and investments across the borders. Similarly,

institutional or structural inefficiencies affect the operations of cooperation instruments.

The study exhaustively identified and analyzed all such obstacles and made

recommendations for obliterating them, with a view to accelerating the integration

process particularly in the area oftrade liberalization.

(iii) The Eight Year Inter-African Trade Development

Action Plan

18. The main objective of the plan is to promote intra-African cooperation in trade and

investment. The preparation of activities or programmes to be carried out within the Plan

was expected to involve institutions such as ECA, AATPO, OAU/AEC, ADB, ITC,

UNCTAD, UNIDO, FAO, World Tourism Organization, the World Bank, sub-regional

economic groupings, national investment and trade development centres, regional business

organizations, and various trade organizations. But in the absence of resources no activity

was undertaken in this regard.

(iv) Development of tourism in Africa

19. Following the restructuring of the Commission that came into force in 1997, the post

provided for activities dealing with tourism in Africa was abolished. As a result no activity

was carried out in this particular sector.

(v) In-depth Assessment of the Possible Consequences

that African Countries might be Confronted with in

Implementing the Uruguay Round Agreements

(URA)

20. The impact of the URA on African countries was a major issue considered at the

Conference. The discussions have underscored the rather passive role played by the

continent during the negotiations and the difficulties for African countries to continue

obtaining special treatments, which are discouraged by the agreements. Furthermore, the

need for a collective action by African countries to adopt appropriate strategies for future

multilateral trade negotiations was underlined.

21. The Conference mandated the ECA Secretariat to make an in-depth assessment on the

possible consequences that African countries might be confronted with in implementing the

URA. Accordingly, a study entitled "Africa and the World Trade Organization: Challenges

and Opportunities" was commissioned by the ECA Secretariat. The following is the content

ofthe paper:



• Review of the main provisions of the WTO Agreements and their implications for

Africa;

• Discussion on the main institutional changes within the framework of the multilateral

trading system, and the actions that African countries have to take at various levels in

order to respond to the new situation;

• Analysis of the challenges and opportunities facing African countries, drawing

particular attention to the possible impact of the progressive liberalization of trade in

goods and services, the implementation of the agreement on textiles and clothing, and

the impact of agricultural liberalization on net food deficit countries,

• Lessons that Africa can learn from other developing regions in the implementation of

the Agreement;

• Discussion on possible African positions on on-going and future negotiations; and

• Review of the technical assistance needs of the least developed countries in the

implementation of the Agreement.

22, Moreover, a note on Africa and the World trade Organization (WTO) was prepared by

ECA and submitted to African Ministers attending the First WTO Ministerial meeting held

at Singapore on 9-13 December 1996. The note was meant to provide African countries

with information on the major WTO agreements Particular attention was given to the on

going and future negotiations with a view to assisting African countries to better organize

themselves in order to play a more active role in forthcoming negotiations on the pending

issues and on the new items being proposed for future multilateral trade negotiations.

23. Other ECA activities related to URA/WTO include:

♦ "Liberalization of World Trade. Globalization and Africa's Regional Integration Process":

Considering that the majority of African countries are members of the WTO, Africa's

integration process has to take account of the requirements of the global trading system,

in particular as stipulated under Article (XXIV) of GATT 94 governing regional

integration arrangements. The study was necessary for making African countries

conscious of such requirements as they pursue their integration process and adjustments

needed to attune the process to the WTO requirements.

♦ Briefing Paper Series on "Emerging Trends in the Negotiations under WTO: Pertinent

Issues of Concern to African Countries": This recurrent publication (biannual) introduced

in 1997 aims at providing periodic analytical information addressing various issues

pertaining to the world trading system and the WTO, particularly those affecting the

concerns and interests of African countries. They are, therefore, designed to boost the

knowledge base of concerned officials of African countries on such issue and thereby

contribute to their effectiveness in future negotiations and the overall implementation of

URA/WTO agreements. So far three issues have been produced on Africa's Regional

Integration and Multilateral Trading System, Globalization and Liberalization of

markets: Prospects for African Products, and The General Agreement on Trade in



Services (GATS). There is an upcoming issue that will provide specific analysis of the

Telecommunications and Financial' Services sub-sectors wittiin GATS.

♦ , Working paper series that addresses various issues are also produced by ECA. So far, the

following topics have been analysed: Practices and Procedures of Government

Procurement in Africa; Trade and Investment Policy in Africa; and Trade and

Competition Policy in the Framework ofAfrican Countries.

♦ An Advisory Panel on international trade negotiations was established by the Joint

OAU/ECA/ADB Secretariat,jhe purpose of the Panel is to provide technical advice and

guidance as well as backstop tbe.wprk of African trade negotiators in the priority areas of

international negotiations, which are also important for Africa. In view of the highly

technical nature of the negotiations within WTO, the Panel is composed of qualified

African experts drawn from an established list of experts covering a wide area of

disciplines and comprising a good skill-mix. Its composition remains, however, flexible

and will depend.on the nature of the issues to.be discussed during the negotiations. The

Panel is already active assisting in the negotiation process of the Lome Convention.

(vi) Proposals for an African Plan of Action on Commodities

24. ECA activities in the area of commodities are those undertaken within the framework of

the United Nations New Agenda for the Development of Africa in the 1990s (UN-

NADAF). These inctudestudies prepared as well as seminars and workshops organized to

tackle the severe commodity problems faced by African countries as a result of their heavy

dependence on the production and export of a limited number of commodities.

25. The diversification of commodity exports is recognized as a short- and long-term strategic

solution to this problem. African countries are advised to diversify their commodity

exports in order to boost their earnings and secure funds for their development projects.

26. The issues involved in the diversification of African economies have been analyzed in

considerable depth. The need to achieve a balance in the macro-economic situation, to

reduce regulatory controls and. strengthen the rote, of market mechanisms was raised. The

need to foster an enabling environment -in,.which economic growth and productive

activities can flourish was underlined, The improvement of the physical infrastructure of

roads, ports and other services was underscored. The development of human capital, the

adoption of new ideas and technologies were recognized as t prerequisites for

diversification. The role and vitality of African entrepreneurship, especially in the informal

sector, should be fostered by removing unnecessary restrictive regulations and controls and

by-improving access to credit and markets. The importance of regional cooperation and

integration in the diversification strategy was emphasized. .The stability of the political

-context accompanied with fair and efficient administrative services and legal framework is

necessary for investments in the productive sectors to take place.




