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I. INTRODUCTION

1. This paper seeks to suggest measures that can assist African countries and their Regional
Economic Communities (RECs) in implementing their trade liberalization schemes. In this
regard existing arrangements and the factors hindering their implementation will be reviewed.
Trade liberalization is widely used as an economic tool to stimulate trade within and among
countries. It is applied at the national, regional, subregional and global levels. With increased
globalization of markets and the related neoliberal economic policies, economic liberalization
measures have been accepted worldwide as a catalyst for trade expansion and economic
development. The rationale for trade liberalization is to achieve an efficient allocation of
resources and to enhance growth prospects. The argument in this regard is that:

• An open trade regime expands trade and investment options and allows countries to
specialize in a number of products for which they have a comparative advantage.

• Trade barriers on imports lead to higher prices and cause economic inefficiency as
consumers shift to low quality and higher cost domestic products. In other words, trade
barriers on imports are tantamount to promoting an inefficient mix of investment,
production and consumption pattern, which inevitably creates economic distortions.

• These distortions in turn will depress real economic growth. They should therefore be
removed to enhance growth prospects.

2. This view is also shared by the World Trade Organization (WTO) whose basic objective is to
establish a liberal and open trading system, in a generally stable and predictable environment,
that would enable countries increase their trade with one another. In turn, increased trade will
create opportunities for greater investment, production and employment, which will contribute
to the overall economic and social development of all countries. Furthermore, the empirical
literature on trade and growth confirms the theoretical case for open trade policies. Recent
studies and findings by Barro and Sala-i-Martin, 1995; Sachs and Warner, 1995; Frankel.
Romer and Cyrus, 1996; the East Asian Miracle by World Bank, 1993; World Economic
Outlook and International Trade Policies by World Bank/IMF; and WTO publications provide
further credibility and confirmation that trade openness tends to be associated with higher rates
of economic growth.

3. The main goal of trade liberalization is, therefore, to improve economic efficiency by creating a
transparent and neutral system that eliminates all forms of impediments to trade and economic
distortions caused by trade regimes. This entails (i) removing tariff barriers (TBs), quantitative
restrictions (QRs) and non-tariff barriers (NTBs); (ii) reducing tariff dispersions through low
and relatively uniform tariffs administered in a transparent and impartial manner; and (iii)
establishing neutral/equal treatment of imported and domestic goods.

4. African countries are engaged in trade liberalization measures at the national and subregional
levels. In the context of the IMFlWorld Bank sponsored Structural Adjustment Programmes
(SAPs), they have been pursuing national trade reforms involving liberalization of imports and
foreign exchange regimes as well as reduction of tariff and non-tariff barriers to trade. At the
subregional level, the integration groupings or the RECs have also introduced their own trade
liberalization schemes with measures to abolish tariff/non-tariff barriers and other restrictions to
trade and to allow free movement of goods and services. Considering that fragmented and weak
national economies are not conducive to a rapid development of trade and industrial growth on
the continent, African countries decided to strengthen their regional cooperation and integration
for an accelerated economic development. Particularly, in the context of the present
globalization and liberalization of markets, they have realized that consolidating into a large
cohesive market would enable them develop international competitiveness and meet the
challenges of globalization. It is in this context that the RECs exist to provide a framework for
integrating the economies of their member countries and promoting and stimulating trade
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among themselves. The increase in trade is, among other things, expected to improve the
welfare of their citizens and put the subregions and their member countries on a sustainable
development path.

5. The underlying goal of the RECs is to gradually establish an economic community in their
respective subregions in line with the goals of the Abuja Treaty establishing the African
Economic Community'. Indeed, as the building blocs of the African economic integration, the
RECs are pursuing a step by step objective to achieve a free trade area, a Customs Union and
ultimately a Monetary and Economic Union. These objectives are to be met through:

• Trade liberalization schemes for goods and services;
• Arrangements for the free movement of people/labour and capital/investments;
• Monetary and fiscal liberalization and convergence; and
• Cooperation in various sectors, including industry, agriculture, transport,

communications, energy, health, environment and tourism.

6. Freer access to markets should theoretically lead to tariff free intra-country trade and to better
trade prospects for member countries. In the African context, however, an effective free trade
area will depend on the capacity of member States to export or import from the subregional
market. The current trade patterns and direction in Africa are predominantly in favour of the
traditional trading partners of Europe and other developed countries. Furthermore, African
countries have similar production structures mainly geared to exports 0 f primary commodities in
which the prospects for intra-regional trade are generally limited. They are also faced with
structural weaknesses limiting the capacity to produce and export a wide range of manufactures.
However, the potential of the free trade area to help at least expand the limited export base of
the countries cannot be underestimated. In this regard, there is need to intensify the research and
analysis for trade and export potentials within the continent.

7. A successful free trade area has also to do with an appropriate macroeconomic environment
supported by other policies to improve economic efficiency. For example there are strong and
mutually supporting links between trade reforms and monetary policies (exchange rate and
exchange regime). On one hand, trade and exchange restrictions impact on one another and the
benefits of liberalizing one may not be fully realized without liberalizing the other. On the other,
an appropriate monetary policy is needed so that the production and trade sectors of the
economy can exploit their comparative advantage and maintain the momentum of trade
liberalization and macroeconomic stabilization efforts.

8. Countries in Africa have enormous endowments and potentials in energy, agriculture and
industrial development, mineral wealth, oil and natural gas reserves, forestry, marine and fresh
water resources. These have important implications for the development of agro-industries,
animal feed manufacturing, meat and milk processing as well as the production of various
agricultural staples. African countries should, therefore, intensify measures to exploit the natural
resource endowments of the regional partners in a complementary manner. Projects and
feasibility studies are available to exploit such potentials and build the requisite infrastructures
and productive capacities. But the projects and studies did not materialize fully because of
resource constraints.

9. In order to address some of these issues, the paper is organized into five chapters. Chapter one is
the introduction to the study. Chapter two examines the existing trade liberalization schemes in
the various African subregions. Chapter three analyses the factors affecting trade liberalization
schemes and hindering their implementation. Chapter four discusses possible measures that will

I The Abuja Treaty establishing the African Economic Community came into force on 17 May 1994



3

assist the implementation of trade liberalization schemes while chapter five summarizes the findings
and highlights the conclusions of the study.

II. EXISTING TRADE LIBERALIZATION SCHEMES IN THE VARIOUS
SUBREGIONS

10. As indicated in the introduction, the overriding objective of all RECs is to promote social and
economic cooperation, peace, security and stability so as to enable their member countries attain
sustained development individually and collectively as a regional bloc. Their vision is to
establish a fully integrated and internationally competitive regional economic space within
which goods, services, capital and labour can move freely across national borders. In pursuit of
this vision, all RECs envisage to achieve increased cooperation and integration in all fields of
development, particularly in trade, customs, money and finance, transport, communications,
information, science and technology, industry, energy, agriculture, environment and natural
resources as well as gender.

1. EASTERN AND SOUTHERN AFRICA

1.1. COMESA

11. The Common Market for Eastern and Southern Afiica (COMESA) was established in 1994 in
replacement of the Preferential Trade Area for Eastern and Southern African States (PTA)
which had been in existence since 1981. The current members of COMESA are: Angola,
Burundi, Comoros, Democratic Republic of Congo, Djibouti, Egypt, Eritrea, Ethiopia, Kenya,
Madagascar, Malawi, Mauritius, Namibia, Rwanda, Seychelles, Sudan, Swaziland, Uganda,
Zambia and Zimbabwe. COMESA aims to achieve regional cooperation and integration by
developing trade and promoting investment among its members. In this regard, COMESA is
implementing a wide range of programmes in support of trade liberalization and facilitation in
its subregion.

1.1.1. Reduction and Eventual Elimination of Tariff and Non-Tariff Barriers and
other Restrictions

12. COMESA launched a Free Trade Area (FTA) in October 2000. The level of a Customs Union
(CD) is to be reached by the year 2004. COMESA member countries have agreed to achieve the
FTA by gradually reducing tariffs on intra-regional trade as follows:

October 1993
60%

October 1994
70%

October 1996
80%

October 1998
90%

October 2000
100%

The tariff reduction rate as reported and published by member countries is shown in table I below.

Table I Tariff Level Attained by Member States for intra-COMESA Trade (as of 31 October 2000)
No. Member country % of tariff reduction Remark

on the national tariff
rate

1 Diibouti 100 Agreed to reduce 100% by 31 October 2000
2 Egypt 100 "
3 Kenya 100 "
4 Madagascar 100 "
5 Malawi 100 "
6 Mauritius 100 "
7 Sudan 100 "



4

8 Zambia 100 "

9 Zimbabwe 100 "
10 Comoros 80 "
11 Eritrea 80 "
12 Uganda 80 "

13 Burundi 60 "
14 Rwanda 60
15 Namibia Derogation (SACU) Agreed to 100% reduction by July 2000
16 Swaziland Derogation (SACU) Agreed to 100% reduction by July 2000
17 Democratic Renublic of Conzo Derogation (war) Agreed to 100% reduction by 2000
18 Seychelles Derogation (reform) Agreed to reduce 90% by 1999
19 Ethiopia - 10% reduction is applicable. 100% reduction

after comnletion of study, which is underway.
20 Angola Derogation (war) -

N.B. The table IS compiled from recent information obtamed from COMESA documents and home page

13. According to a COMESA Secretariat report, the effect of tariff reductions on intra COMESA
trade is positive. In 1992, total intra-COMESA trade was estimated at US$ 1.8 billion, trade
with third countries at US$ 40.5 billion and total COMESA trade (intra + extra-COMESA trade)
at US$ 42.3 billion. For the period 1992-97, intra-COMESA trade grew by an average of 13.6%
per annum while COMESA trade with third countries grew by an average of 6.1% and total
COMESA trade grew by 6.5% on average. In 1997 and 1998, intra-COMESA trade grew by
8.45% and 10% respectively. The increased level of intra-COMESA trade means that COMESA
products are getting a competitive advantage, including the diversification of manufactured
products traded within the subregion.

14. The conventional and conspicuous NTBs include quotas and other quantitative and qualitative
restrictions and prohibitions such as restrictive exchange controls, export and import licensing,
restrictions to foreign exchange allocations, technical standards and specifications, etc.
COMESA has over the years identified the NIBs existing in each of its member countries and
advised their removal. So far, almost all COMESA countries have eliminated some of these
NTBs. It should be noted however that those NTBs related to health regulations and
bureaucratic procedures are still applied because of the difficulty to regulate them.

1.1.2. Trade Facilitation

15. The major trade facilitation measures of COMESA are in transport, customs administration and
trade information and statistics.

16. Road traffic facilitation comprises the following projects:

• Harmonized Road Traffic Charges: introduced in 1991 this project is being implemented
in 10 countries. Efforts are being made to introduce it in all COMESA countries.

• Harmonized Axle Load Limits: this is already operational in 16 countries. The goal is to
have all countries adopt the system by the end of 2000.

• COMESA Carrier License and Transit Plates: nine countries had introduced this
programme by 1998. Efforts are underway for all countries on the mainland to adopt it.

• Road Custom Transit Declaration Document: this system has been in operation since
1986. Efforts are ongoing for the full utilization of the document.

• Advance Cargo Information System (ACIS): This computer-based system is to track the
movement of cargo and transport equipment trough ports (port-tracker), rail (rail-tracker),
road (road-tracker) and lake (lake-tracker). So far, rail-tracker has been introduced in five
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railway systems. Port-tracker is being installed in Mombassa and Dar Es Salaam ports.
The objective is to introduce a regional cargo and transport equipment tracking system in
the next five years to capture information from all modes of transport and interchange
points and to interface the system with other information networks.

• Yellow Card Scheme: this is a vehicle insurance scheme, which covers third party
liability and medical expenses valid in all COMESA countries participating in the
scheme. Presently, it is operational in 12 countries.

• COMESA Customs Bond Guarantee Scheme: this is meant to eliminate avoidable
administrative and financial costs, which are associated with the current practices of
nationally executed customs bond guarantees for transit traffic. It has not yet come into
force, but COMESA member countries have agreed to ratify the scheme as soon as
possible to do away with opening and closing customs bond guarantees at each port of
entry. It is expected that the scheme will be fully operational in the next two to three
years.

17. In air transport services, the aim is to achieve complete liberalization of air transport services by
October 2000 in two stages as follows:

• introduction of free movement of intra-COMESA scheduled passenger services with
frequency limits of up to two daily flights between any city pairs; and

• adoption of multiple designation and elimination of capacity restrictions leading to free
movement of intra-COMESA air transport services.

18. With regard to customs administration, the Automated System for Customs Data and
... ". _ _ _ '\' -- - r--: -T' r " L ~.. t. f , d .. :}';:~';'e-:~n,:....;\-,-",'-'''' ...."...-'0.1..·.... ' u..l.1U 0f'..Vl.1V"'\.v.c. dll;; lUt: tWU major programmes that go han in
hand. ASYCUDA is a computerized customs data capturing system to record manifests,
customs declarations, customs accounting procedures, examination control, warehousing,
import and export licenses/permits and foreign trade processing procedures. It enables accurate
recording and storage of all customs data, faster clearance of goods by customs, generation of
accurate, reliable and timely trade and customs revenue and statistics. It reduces fraud in the
collection of customs revenue thereby increasing customs revenue collection. On the other hand,
EUROTRACE uses foreign trade statistics generated by ASYCUDA for efficient, effective and
speedy collection, compilation and analysis of foreign trade statistics.

19. The other customs-related projects are:

• Uniform Classification of Goods for Customs Purposes - Common Tariff Nomenclature:
to harmonize tariff nomenclatures.

• Common Statistical Rules and Regulations: for a systematic and comprehensive collection,
compilation, analysis and production of foreign trade statistics.

• Simplification and Harmonization of Trade Documents and Procedures: the COMESA
Customs Declaration Document (COMES A-CD) is to be used for clearance of exports,
imports, transit and warehousing in replacement of all declaration forms being used by
member states.

• Common competition rules and harmonization of technical norms and certification
procedures.
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1.1.3. Trade Promotion

20. The trade promotion programme of COMESA has the following three components:

• Market and production development and promotion: supply and demand surveys on trade
opportunities are undertaken regularly and the results published. Buyers and sellers
meetings are also convened on various sectors.

• Trade Information Services (TINET): is to facilitate trade through computerized
databases, trade directories, trade inquiries and monthly bulletins. Progress is being made
to expand its capacity and consolidate its services for regional networking. TINET
information is disseminated through national focal points in member states.

• Trade Support Services: is basically meant to strengthen business organizations such as
the Eastern and Southern African Business Organization (ESABO), individual chambers
of commerce as well as other trade promotion and business organizations/institutions by
providing advisory services, organization of trade fairs and seminars and sub-contracting
arrangements.

1.1.4. Elimination of Obstacles to the Free Movement of People and Cross-Border and
Foreign Direct Investments (FDI)

21. The PTA Treaty was completely silent on the free movement of persons, labour services, right
of establishment and residence. But the COMESA Treaty has included a provision (Chapter 28,
Article 164) and two protocols are being implemented in this regard: (i) the protocol on the
gradual relaxation and eventual elimination of visa requirements and (ii) the one on the free
movement of persons, labour services and the right of establishment and residence. Some
::;::::::.~:~.~.:: ~~f. I.]'J).!.l.'.. )tJl:"':"~ :l.lu.~", a~).\;;Q.Jy dJUpLCJ visa reiaxanon measures perrruttmg
immigration for at least one month, and in certain cases ninety days before residence permit
would be required.

22. Countries of the subregion have embarked on programmes to attract and promote private
investments, both foreign and domestic. To this end, they have removed some of the constraints
to investment in the subregion. However, a good number of countries still restrict the sectors in
which foreigners can invest. The latter are often given sectors that involve technological
learning. Some countries (like Ethiopia and Uganda) still have as a requirement a minimum
deposit for foreign investors. Regional and outside investors are treated equally in this
connection. Overall, the examples of cross-border investments are very few, except for the ones
originating from countries like South Africa. With regard to Foreign Direct Investments (FDI),
Africa's share of developing countries' inflows was 3.8%, the lowest since the early 1980s. On
the average, Africa's share of developing countries' inflows has dropped from II % during
1986-1990 to 5% during 1991-1996 (World Bank 1996). This suggested that the African
continent has not benefited from the increased FDI inflows into developing countries.

1.1.5. Monetary and Fiscal Liberalization

23. PTA introduced the programme for the liberalization ofpayrnents among member countries. As
a result, the PTA Clearing-House, the Eastern and Southern African Trade and Development
Bank (PTA Bank), the PTA Unit of Account and the PTA Travellers Checks (now the
COMESA dollar) were established. The COMESA monetary and liberalization programme
comprises the following:

• Monetarv and fiscal harmonization programme: to be implemented in three main stages
as follows:
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Stage one (1992-1996): this period is to consolidate exisung instruments of
monetary cooperation and implementation of policy measures aimed at achieving
macro-economic convergence.

Stage two (1997-2000): at this stage limited currency convertibility and informal
exchange rate union should be introduced.

Stage three (2000-2025): formal exchange rate union and coordination of
economic policies by a common monetary institution should take place.

• Exchange rate policy: most COMESA countries have now liberalized their exchange rate
systems, which are market determined. Countries that have not yet fully liberalized their
exchange rate policy include Eritrea where some restrictions still exit, Ethiopia where the
rate is set through a weekly auction, Namibia and Swaziland whose currencies are
directly pegged to the South African Rand.

• Monetary policy: monetary policies are to be liberalized and harmonized throughout the
COMESA countries. This includes inflation control and price stability measures as well
as stable and competitive exchange rates.

• Fiscal policy: fiscal policies are also to be liberalized and harmonized in all COMESA
countries. This calls for a reform of the fiscal system in member countries to make the
fiscal administration more efficient, reduce and restructure public expenditure and budget
deficit, improve economic management, undertake privatization policies, etc.

1.1.6. Establishment of a Customs Union and a Common External Tariff (2004)

24. The FTA established in October 2000 is envisaged to be operational for four years by which
time all administrative, legal, institutional and logistical preparations pertaining to the Customs
Union are to be completed. COMESA member states have already committed themselves to the
implementation of a Common External Tariff (eET) by the year 2004 of 0%. 5%, 15%and 30%
for capital goods, raw materials, semi-finished products and finished goods. respectively. The
CET is meant to provide temporary protection or serve as a springboard for COMESA countries
to enable them gradually achieve higher levels of efficiency for them to become competitive
regionally first and then at the international level.

1.1.7. Establishment of a Monetary Union (2025)

25. This is to create a zone of monetary stability with an efficient exchange and payments system in
order to facilitate the market integration of the subregion. This should eventually lead to the use
a single currency throughout the subregion issued by a common central bank. As indicated in
paragraph 23, four stages are envisaged to establish the monetary union.

26. The above programmes show the advances made by COMESA to achieve its objective of
economic integration in Eastern and Southern Africa. The expanded size of the market and a
liberalized environment that is conducive to free trade and investment are expected to enable the
use of complementary resources in the subregion and hence to increase the trade
potentials/prospects of member countries. However, all the member countries were not able to
fulfil their commitments to the COMESA programmes, some of which remain to be fully
implemented. For example, 31 October 2000 was the date set for the establishment of the FTA.
So far, nine countries have expressed their readiness to take part in it as scheduled (Djibouti,
Egypt, Kenya, Madagascar, Malawi, Mauritius, Sudan, Zambia and Zimbabwe). Five others
have indicated they might join the FTA during 2001 (Burundi, Comoro, Eritrea. Rwanda and
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Uganda). The remaining six countries are not yet ready for it (Angola, Ethiopia, Democratic
Republic of Congo, Namibia, Seychelles and Swaziland). Since tariff reduction schemes reduce
tax earnings or the revenue of member States, the latter are reluctant to implement decisions in
this regard. That is why a compensation mechanism is considered to compensate countries for
the income losses they may incur. COMESA does not have such a mechanism as yet. But a
study commissioned to this effect by the UNECA is being considered.

1.2. SADe

27. The Southern Africa Development Coordination Conference (SADCC) was established in 1980
and was converted into the Southern Africa Development Community (SADC) in 1992. During
the initial period of its establishment, the organization focussed particularly on infrastructure
development in transport and communications, industry and agriculture. Trade was introduced
into SADC in 1996. The Trade Protocol entered into force on 25th January 2000 and launched
on 1" September 2000 with the following broad objectives:

• Efficient production within SADC;
• Improvement of the climate for domestic, cross-border and foreign investment;
• Enhancement of economic development, diversification and industrialization of the

subregion; and
• Establishment of a FTA in the subregion in a period of eight to twelve years for most

products.

1.2.1. ReductionlElimination of Tariff and Non-Tariff Barriers and other
Restrictions

28. The SADC trade liberalization scheme incorporates the principle of asymmetry and van able
geometry to take into account the varying levels of development of its member States.
Accordingly, SADC countries agreed to a "linear tariff reduction" approach whereby member
States commit themselves to a gradual tariff reduction leading to 0 tariff over a period of eight
years. With regard to infant industries, there are possibilities for concessions or waiver of
certain obligations of the Protocol. By and large, SADC applies the following tariff phase down:

• As a full customs union, SACU already has a common tariff reduction schedule for its
five members (Botswana, Lesotho, Namibia, Swaziland and South Africa). It is therefore
expected to liberalize on a fast track basis towards the non-SACU countries. This
recognizes the economic weight and special position of South Africa in SACU and
SADC as well.

• Non-SACU countries would remove tariffs at a slower pace vis-a-vis South Africa but at
a faster speed towards the rest of SADC members. This implies that non-SACU countries
have to apply two sets of tariff reduction schedules: a less favourable offer directed to

South Africa and a more favourable directed to other SADC countries.

29. The Protocol has the following three product classifications:

• Products for immediate tariff elimination;
• Products for gradual tariff reduction (majority of products); and
• Sensitive products requiring derogation (each country has defined a list of products for

which liberalization will take place five years after the entry into force of the Protocol).
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30. SADC member States (Angola, Botswana, Democratic Republic of Congo,
Malawi, Mauritius, Mozambique, Namibia, Seychelles, South Africa, Swaziland,
Zambia and Zimbabwe) have agreed to structure their tariff reduction as follows:

Lesotho,
Tanzania,

• Products of low tariff, particularly capital goods and equipments, are to be liberalized
immediately upon the entry into force of the SADC Trade Protocol on I September 2000.
These products are expected to account for 85% of the total intra-SADC trade to be
liberalized by 2008.

• Products providing important revenue to Governments are to be liberalized gradually
within a period of eight years to enable member States shift to alternative sources of
revenue. This category of products would constitute the remaining 15% to be liberalized
between 2008 and 2012.

3l. A variety of trade instruments were instituted to achieve trade liberalization within SADC.
These are:

• Rules of origin: SADC originating goods are eligible for Community treatment;
• Trade facilitation: member States shall facilitate the simplification, standardization and

harmonization of trade documents and procedures;
• Transit trade: products imported into or exported from member States shall enjoy freedom

of transit within the Community and shall only be subject to payment of the normal rate
for services rendered;

• Preferential trade arrangements: member states may maintain preferential trade and other
trade related arrangements existing at the time of entry into force of the Protocol.

• MFN and National treatment of all traded goods;
• No new subsidies that "threaten to distort competition" and only in conformity with

WTO;
• Harmonization of Sanitary, phytosanitary measures, standards and technical regulations

envisaged;
• Infant industry protection and safeguard clauses;
• Anti-dumping in conformity with WTO rules; and
• Notification under Article 24 of GAIT.

32. SADC has opted for product specific rules of origin. An elaborate and comprehensive text on
Rules of Origin has been negotiated and an agreement has been reached on a wide range of
products, while discussions are on-going for a few products such as flour and certain plastic and
electrical products. For textile and clothing, the general Rules of Origin for SADC countries are
based on a two-stage transformation. A special consideration is also given to sugar, which is
covered by a special agreement that contains provisions for access to SACU market by non
SACU SADC countries. It is based on non-reciprocal and duty-free quota access for a period of
five years (2001-2005) and will be subject to review at the end of the period. It has also been
agreed that the shares of quotas to each of the non-SACU countries will be based on a formula
that will take into account their exposure on the world sugar market. A country with high
exposure would be given a higher share of the SACU market.

33. As regards non-tariff barriers (NIBs), the modalities for elimination are as follows:

• NTBs to be eliminated immediately after the coming into force of the Protocol are:

cumbersome customs documentation and procedures;
cumbersome imports and exports licensing/permits;
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import and export quotas (except those concernmg special sensitive products
specified during the negotiations); and
Unnecessary import ban/prohibition.

• Member States should hold consultations to gradually eliminate the following NTBs:

Restrictive services or charges not falling within the definition of import or export
duties;
Restrictive single channel marketing
Transit charges; and
Cumbersome visa requirements.

• The following procedures are adopted to notify and ultimately resolve issues pertaining
to NTBs:

Each member State to designate the ministry responsible for trade as the national
focal point through which NTBs can be notified (this focal point should be similar to
that of the WTO).
The designated national focal point should take initial steps to consult its
counterparts in other member States with respect to any notification brought to its
attention at the national level;
In cases where the preliminary consultations stated above cannot be conducted
bilaterally, the national focal point concerned should then notify the deadlock to
SADC Industry and Trade Coordination Division, which would refer the matter to
the appropriate specialized committee of experts dealing with particular NTBs;
As far as possible, any issue regarding NTBs reported/notified under the present
arrangement should be discussed through the formal meeting of the respective
SADC committees/expert groups. In case of arrangement, the matter would be
reported to the Committee of SADC Ministers for adoption; and
Only cases where there would be no resolution regarding particular NTBs would be
referred to the Dispute Settlement Body.

1.2.2. Trade Facilitation

34. SADC has a Sub-Committee on Trade Facilitation (SCTF) for the harmonization of trade
documentation and procedures relating to export and import licensing; insurance; transit
operations; international transport and licensing of carriers as well as statistical control and
dissemination of information on trade documents. SADC has also agreed to simplify and
harmonize its customs and trade related documents and procedures ( such as the certificate of
origin; declaration by producer; form for verification of origin; road freight manifest; certificate
of approval of means of transport; and customs transit inspection reports)

35. It should be noted however, that member States agreed to continue using their individual UN
based documents for the first six months of the implementation of the Protocol after which they
will examine the feasibility of switching to a harmonized customs document. Presently, 50% of
SADC members use ASYCUDA (Botswana, DR Congo, Malawi, Namibia, Tanzania, Zambia
and Zimbabwe) while Mauritius uses Customs Management System (CMS) which is an
ASYCUDA based system.

36. The implementation of the SADC Trade Protocol IS also facilitated through the following
mechanisms:

• Committee of Ministers for Trade (CMT) established to determine the process and the
modalities for the phased approach of trade liberalization;
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• Trade Negotiation Forum (TNF) also created to provide clarification and come up
with proposals for the implementation of the FTA;

• Trade Implementation Unit (TIU) was set up at the SADC Secretariat in Gaborone to
facilitate the implementation of the Protocol at the regional level.

• Member countries are also urged to establish National Working Groups (NWG).

37. Trade was not the primary focus of SADC, which had a strong orientation on sectoral
development, including issues of peace and security considered as the original mandate of the
organization that has emerged as a result of liberation/civil wars, economic sabotage and
aggression. However, trade among SADC member countries has been increasing quite
substantially and tariffs have been cut down steadily. The trade expansion is largely attributable
to the bilateral and multilateral arrangements between countries providing for preferential
and/or free trade. The trade protocol is expected to enable the elimination of all barriers to intra
SADC trade, including import and export duties, NTB and quantitative import and export
restrictions. However, many factors hinder the smooth and effective operation of the Protocol.
The latter provides a temporary exemption to member States whenever they invoke that a
removal of tariff and NTB affects their economies. Moreover, the most critical NTB such as
import licensing, quotas and variable levy systems continue to be a major constraint in many
countries. The issue of sensitive products, which is among the three categories of products, has
also its share in affecting the Protocol. For example, products such as textile and clothing are
subject to high tariffs in some countries. There is no differential treatment for "least developed"
SADC countries. No compensation mechanism exists even though a study in this regard is in the
pipeline.

1.3. SACU

38. Established in 1969, the Southern African Customs Union (SACU) has the following objectives:

• Creation ofa Common Customs Area (CCA);
• Free interchange of goods and services between member countries in the CCA;
• Economic development of the CCA and diversification of the economies of the member

countries; and
• Sharing equitable benefits among all SACU members.

32. Free trade operates on the basis that no duty nor quantitative restrictions (QR) can be applied by
member countries on goods grown, produced or manufactured in the CCA. There are no rules of
origin requirements. There is a provision for sharing benefits arising from trade between SACU
and non-SACU countries. The benefits are in the form of customs and excise duties, which are
paid into the Consolidated Revenue Fund of South Africa, referred to as the Common Revenue
Pool of the CCA.

33. SACU has a CET and allows free trade among its members. It accounts for about 70% of intra
SADC trade flows. Total intra-SACU trade is heavily in favour of South Africa. Lesotho,
Swaziland and Namibia have approximately 99% of their imports from South Africa while
Botswana's volume of trade with that country is 90%.

1.4. EAC

34.
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35.

1.5. IGAD

36. The Intergovemmental Authority on Development (IGAD) was launched in 1996. It replaced
the Intergovernmental Authority on Drought and Development (IGADD) that was established in
1986 by the then drought affected six Eastern African countries namely, Djibouti, Ethiopia,
Kenya, Somalia, Sudan and Uganda. Eritrea became the seventh IGADD member in 1993.
IGADD's priority areas were food security, envirorunental protection and desertification
control, whereas the mandate of the revitalized IGAD was expanded to include socio-economic
development as well as political and humanitarian affairs. Because of its limited capacity and
considering the pressing needs of its member countries, IGAD has identified the three priority
areas listed below for its activities. IGAD does not have a trade liberalization programme of its
own. It applies the COMESA one, as all IGAD countries are also members of COMESA.

• food security and envirorunental protection: to ensure food self-sufficiency and preserve
the natural resource base and the envirorunent. The priority projects identified in this
regard are:

establishment of a Regional Integrated Information System (RIIS);
strengthening member states' library and documentation services III remote

. .
sensmg services;
household energy;
training and credit in artisanal fisheries
implementation of the international convention to combat desertification
promotion of sustainable production of drought tolerant, high yield crop varieties
through research and extension programme;
trans-boundary livestock disease control and vaccine production;
promotion of environment education and training;
strengthening envirorunent pollution control;
capacity building in integrated water resources management;
promotion of community based land husbandry; and
training in grain marketing.

• conflict prevention, management and resolution and humanitarian affairs: to collectively
preserve peace, security and stability, which are a prerequisite for economic development.
Two projects are to be pursued in the medium-term. These are capacity building
programmes in the area of conflict prevention and alleviation of humanitarian crisis.

• infrastructure development: focuses on the coordination and harmonization of policies in
trade, industry, tourism, transport and communications. More emphasis is put on:

removal of physical and non-physical barriers to interstate trade, transport and
communications;
construction of missing links on the Trans-African Highway and the pan-African
Telecommunications network (PANAFTEL);
improvement of ports and inland container terminals; and
modernization of railway services.

2. WEST AFRICA
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2.1. ECOWAS

37. The Treaty establishing the Economic Community of West African States (ECOWAS) was
signed in 1975. The Treaty was revised in 1993 putting a particular emphasis on cooperation in
the fields of trade and customs. The specific actions agreed upon by ECOWAS countries for the
establishment of a common market include (i). trade liberalization; (ii) establishment of a
Common External Tariff (CET) and a common trade policy towards third countries; and (iii)
removal of obstacles to free movement of people, goods, services and capitals and the right to
residence and establishment. The current members ofECOWAS are: Benin, Burkina Faso, Cape
Verde, Cote d'Ivoire, the Gambia, Ghana, Guinea, Guinea Bissau, Liberia, Mali, Niger, Nigeria,
Senegal, Sierra Leone and Togo. ECOWAS is implementing the programmes presented below
in support of trade liberalization and facilitation in West Africa.

1.1.1. Reduction/Elimination of Tariff and Non-Tariff Barriers and other Restrictions

38. ECOWAS adopted a free trade scheme in 1979 for the elimination of tariffs on unprocessed
goods and traditional handicraft products. Another scheme was adopted for the gradual
elimination of tariffs on industrial products effective January 1990. A list of 25 products was
approved under the scheme in 1990. Currently the list includes more than a thousand items.
Complete liberalization of trade for all these goods was supposed to be achieved over a period
often years (1990-2000). A calendar for the gradual elimination of barriers was drawn up as in
the table below. Countries were grouped in three categories. Each category has its own period
and rate for tariff elimination and reduction.

Table Calendar for the RemovallElimination of Tariff Barriers by Category of Member States
No. Croup of Country by Category Period for Tariff ReductionlElimination Rate of Tariff Reduction

10%Reductionper Year
Category One 10 Years

I
I

1 . Cape Verde "
,

" i
2 Burkina Faso " "

3 The Gambia " "

4 Guinea Bissau " "
5 Mali " "
6 Niger " "

Category Two 8 Years 12.5% Reduction per Year

7 Benin " "

8 Guinea " "
9 Liberia " "

10 Sierra Leone " "
11 Togo " "

Category Three 6 Years 16.66% Reduction per Year

12 Cote d'Ivoire "
13 Ghana "
14 Nigeria "
15 Senegal "

Source: Trade Liberalization and Regional Integration; Proceedmgs of the Workshop on Trade Liberalization and
Regional Integration; OAU; 7-10 July 1998: Addis Ababa, Ethiopia (p. 173).

39. Three points are to be noted with regard to the above table:

• The tariff reduction/elimination is to be applied to industrial or manufactured goods
only.
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• The application of different rates by three groups of countries means that all countries
cannot achieve full elimination of tariffs at the same time. For example, countries in
category 3 will obviously achieve 100% tariff reduction/elimination in six years, much
earlier than the others. Countries in category one and two need ten and eight years,
respectively, to reduce their tariffs.

• Unprocessed as well as traditional and handicraft products are duty and tax free,
provided that they originate from countries of the Community, are on the list of products
agreed upon and are accompanied by a certificate of origin and an ECOWAS declaration
form.

40. The ECOWAS rules of origin have the following requirements for goods to be eligible under
the reduction/elimination calendar. Goods must:

• Be produced from materials of community origin whose value is equal to or higher than
40% of the total costs of the raw materials used in their production or whose quantity is
equal to or higher than 60% of the total cost of all raw material used;

• Be produced from materials of foreign or indeterminate origin whose CIF value does not
exceed 60% of the total cost of materials employed or whose quantity is equal to or more
than 40% of all raw materials employed in its production;

• Have received in the production process a value added of at least 35% of the ex-factory
price before tax;

• Be manufactured by an enterprise in which community nationals hold an equity share of
at least 25%.

41. With regard to NTBs, ECOW AS like COMESA provides for the elimination of non-tariff
restrictions and prohibitions to trade, which include quotas and other quantitative and qualitative
restrictions, administrative obstacles and prohibitions, restrictive exchange controls, export and
import licensing, restrictions to foreign exchange allocations, technical standards and
specifications, etc. However, there still exists a number of NTBs difficult to eliminate because
of health regulations and bureaucratic procedures applied by member States.

1.1.2. Trade Facilitation

42. The ECOWAS trade facilitation measures include protocols on the harmonization of customs
and statistical documents, inter-State Road Transit (ISRT) and transit guarantee mechanism, the
Brown Card insurance scheme and the automated system of customs data (ASYCUDA). ISRT
is meant to institute a single transit document in the Community. A draft single customs
document has been prepared in 1999 in collaboration with UEMOA and recommended for
adoption. If adopted, it will replace the many different customs documents currently in use in
ECOWAS and will speed up customs clearance procedures.

1.1.3. Trade Promotion

43. In addition to organizing fairs, ECOWAS launched in 1998 the Trade Opportunity Management
System (SIGOA-TOPS) for the identification of business opportunities and creation of contacts
between economic operators. The system provides information on business opportunities in the
subregion.

1.1.4. Elimination of Obstacles to the Free Movement of People and Cross-Border and
Foreign Direct Investments (FDI)

44. The ECOWAS Protocol on the free movement of people has three stages for its implementation:
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• No visa for visits up to a period of 90 dates for community citizens (enforced in 1980);
• Right of residence granted to community citizens (enforced in 1985); and
• Right of establishment granted to community citizens (enforced in 1990)

45. However, all sorts of problems are encountered regardless of the provisions of the Protocol.
Citizens of the subregion are requested to pay undue fees at borders and along inter-State roads.
They are often asked to provide a residence permit or discriminated vis-a-vis nationals to be
abIe to work.

46. Countries ofthe subregion have embarked on programmes to attract and promote private

1.2.3. Monetary and Fiscal Liberalization

47. Despite the 1993 revised ECOWAS Treaty, which clearly aims at establishing an economic and
monetary union, monetary integration was already an issue since the early 1980s. In 1983 and
1987, the ECOWAS Authority decided to establish a monetary union in ECOWAS with a
common currency and central bank to be created by 2000.

48. Efforts made in this regard include the transformation of the West African Clearing House
(WACH) into the West African Monetary Agency (WAMA) in 1992. WACH was established in
1975 to facilitate intra-regional trade by ensuring convertibility between national currencies. As
part of ECOWAS's efforts to enhance monetary cooperation and financial harmonization in the
subregion, WAMA's role included:

• Harmonization of monetary and financial policies
• Managing an ECOWAS exchange rate system;
• Establishing a single monetary zone;
• Serving as a commercial credit facility for local companies; and
• Issuing ECOWAS travelers' check.

49. Considering the successful achievements of UEMOA in monetary and financial integration, the
ECOWAS Authority adopted a two-track approach to monetary integration in 1999 and decided
the creation of a Second Monetary Zone (SMZ) composed of the Gambia, Ghana, Guinea,
Liberia, Nigeria, Sierra Leone. In 2000, a "Fast-Track Initiative" was introduced by Nigeria and
Ghana as opposed to the slow track SMZ. These initiatives are meant to help in the progressive
harmonization of monetary policies of participating countries, which are expected to have a
common currency by 2003 so as to be able to join their UEMOA counterparts in an ECOWAS
monetary union by January 2004.

50. The West African Monetary Institute (WAMI) was set up to facilitate the creation of a common
central bank and the introduction of a common currency for the six SMZ countries. It will
provide a platform for intensive cooperation between the six central banks of the countries that
form the SMZ. It will also ensure the harmonization of monetary policy, banking regulations
and accounting practices in the SMZ based on the convergence criteria adopted by ECOWAS
(see box below). Other responsibilities ofWAMI include:

• Studies on exchange rate parities and monetary policy;
• Monitoring of the state of convergence and preparation ofperiodic convergence reports;
• Promotion of regional payments system in the SMZ;
• Design and technical preparation of the new currency;
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• Setting up of a program of sensitization across the SMZ to generate interest
in and support to the new currency to be created; and

• Creation of an enabling environment for a smooth transition to the new common
currency.

51. WAMI, which became operation since January 200 I, is expected to merge with WAMA when
the monetary union is achieved in ECOWAS in 2004.

2.2. UEMOA

52. A monetary union existed among UEMOA countries since 1962, when the predecessor of
UEMOA, namely UMOA was established. UEMOA created in 1994 therefore replaced UMOA
to strengthen the common monetary policy of its member States. As stated in article 4 of the
UEMOA Treaty, the main objectives of the organization are to:

• Strengthen the economic and financial competitiveness of the member States within an
open and competitive environment;

• Harmonize macroeconomic policies through a process of surveillance;
• Establish a common market characterized by the free movement of persons, goods,

services, capital and a common external tariff (CET);
• Coordinate sectoral policies through joint activities; and
• Harmonize legislative and regulatory policies.
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53. The Treaty also allows for some degree of supra-nationality. The BCEAO, which is

UEMOA's Central Bank, already control the monetary policy of the zone. Decisions and acts
taken by UEMOA are directly enforceable on its member States, irrespective of any contrary
national legislation. The Commission, which is the executive branch of UEMOA, acts as a
multilateral surveillance mechanism for the harmonization of economic, legislative and
regulatory policies. All decisions, regulations and directives of the Commission are binding on
all member countries without going through any ratification process.

54. UEMOA has eight members, namely Benin, Burkina Faso, Cote d'Ivoire, Guinea Bissau, Mali,
Niger, Senegal and Togo. It represents 34% of the ECOWAS market with 67 million
inhabitants. The CFA franc, which is the single currency of the zone, is issued by BCEAO. It is
a stable currency freely convertible into the French Franc at a fixed rate through an operations
agreement concluded between the French treasury and the BCEAO.

55. UEMOA has made significant progress with the implementation of its free trade regime. At
June 1996, there was 30% reduction of tariff on eligible industrial products and 5% on non
eligible goods. In January 2000, a customs union was put in place with a five-band system of
tariffs ranging from 0% to 20% along with a CET. All tariffs will phase out in 2003 when
UEMOA is expected to become a complete free trade zone. A community solidarity tax of 0.5%
was introduced on all goods from third countries to provide additional resources to the
Commission for financing economic integration programmes.

56.
57.
58.
59.

60.

3. CENTRAL AFRICA

3.1. UDEAC

61.

62.

63.

3.2. CEEACIECCAS

64.
65.
66.
67.
68.
69.
70.

3. NORTH AFRICA
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71.
72.
73.
74.
75.
76.
77.

III. FACTORS AFFECTING TRADE LIBERALIZATION SCHEMES AND
HINDERING THEIR IMPLEMENTATION

Overlapping and often conflicting integration schemes

78. Overlapping and often conflicting integration schemes membership (leads to problems of
coordination/harmonization of tariff schedules);

79.
80.

Lack of regional level monitoring of the implementation of decisions

81.
82.

Lack of regional level monitoring of the implementation of decisions

83. Lack of regional level monitoring of the implementation of decisions (system of reporting and
verification of implementation is not clear)

84.
oj.

Unwillingness of governments to cede authority to the regional bodies

86.
87.
88.
Unwillingness of governments to cede authority to the regional bodies

89. Unwillingness of governments to cede authority to the regional bodies
90.
91.

Lack of Dower by the regional secretariats to take initiatives

92. Lack ofpower by the regional secretariats to take initiatives
93.
94.

Absence of effective compensation arrangements

95. Absence of effective compensation arrangements
96.
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IV. MEASURES TO ASSIST THE IMPLEMENTATION
LIBERALIZAnON SCHEMES

97.
98.
99.
100.
101.
102.
103.

Y. CONCLUSION

OF TRADE

104. The benefits of the FTA can be optimized only if all member states implement the
programmes of the RECs as scheduled. Non compliance to the tariff reduction programme by
some member states has an important bearing on the likely success or failure of the free trade
scheme. The fact that all countries are not able to advance at the same pace in implementing the
free trade programme complicates the free trade efforts and closer integration. It can have the
effect of making free trade less effective in terms of stimulating private sector involvement and
investment. While participating countries reap the benefits of free trade and trade liberalization,
the realization of these benefits by weaker economies will depend on their capacity to increase
their participation and compete more vigorously.




