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I. INTRODUCTION

1. African countries have adopted over the past few yean strategies reliance for the

development and expansion of Africa's trade and for regional economic integration.

2. ■" A special session of the Conference of the African Ministers of Trade met in December

1900 and adopted what is known as "Strategies for the recovery and growth of Africa's Trade

in the 1990's and beyond"/ These were an attempt to translate trade related provisions of the*

Lagos Plan of Action into operational measures and to define follow-up and monitoring

mechanisms for their effective implementation.

3. The current sluggish and declining trends of Africa's trade and the absence of structural;

changes in Africa's production and trade sector cast some doubt on member countries'

understanding of the strategies and resolve to implement them. It was found out that more

emphasis should be put on the policy prescriptions for die economic transformation required for

the expansion of development-oriented trade to take place.

4. There has been much debate on economic diversification since the adoption of the

strategies in 1990, yet modalities for the effective implementation of related policies and me

launching of operational diversification programmes are still being discussed in various

international fora including the United Nations General Assembly.

5. The present report takes the debate on diversification a step further by highlighting the

need to link commodity diversification and market diversification as these are the two pillars of

development-oriented trade. The report dwells, to some extent, on capacities African countries

should put in place to support the production and market-diversification process. 'J

6. It is generally agreed that expanding the rather narrow economic bases of the african

countries for economic transformation, trade development and self sustained growth cannot be

achieved without regional economic integration. Past and current economic integration;

experiences have therefore been analyzed and indications given on what the approach to regional

economic integration should be if it has to bring solutions to the continent's structural economic
problems, i.e. (i) disjointed physical spaces; (ii) weak production systems; (iii) narrow national

markets; and (iv) uncoordinated economic policies.

7. Modalitiesfor the implementation ofthe Abuja Treaty for the establishmert oftheAfripan
Economic Community and priorities set for the strengthening of the Regional Economic

Communities as called for in Article 6 of the Treaty should be defined further. . :. ..

8. The overall report is an attempt to deepen and further prescriptions in the 1990 strategies

in the light ofchallenges before Africa following the adoption ofthe Uruguay Round Agreements

and their entry into force, the entry into force of the Abuja Treaty, the emerging trading blocs

and the overdependence of the continent on commodity exports. ..
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9. There are compelling reasons for a major turn in the way development strategies have
been conceived and implemented hitherto. It is our view that the currently advocated economic
openness doesn't exclude self reliant development strategies and policies for effective economic
transformation: Africa's growth and development process should: be anchored on the interplay
between domestic factors and capacities first. This is the condition for Africa to play a
meaningful role in the World economic system and it is the backbone of the proposed strategies.

It is also the rationale behind all the main african blueprints including the Monrovia Strategy and
the Lagos Plan of Action, the African Alternative Framework for Structural Adjustment

Programmes.

II CRITICAL REVIEW OF AFRICA'S PASTANDCURRENTTRADEAND
ECONOMIC INTEGRATION STRATEGIES; THE NEED FQR MAJOR

STRATEGIC CHANGES IN THE CONTEXT OF THE EMERGING

WORLD CHALLENGES

10. More than a decade after the adoption of the Lagos Plan of Action, Africa's economic
performance is still dismal and has been exacerbated by a combination of feiiors such as cyclical
droughts; the fall of major commodity prices; the debt-service burden and the erratic fluctuations
of exchange rates of major currencies which the African currencies were pegged to. TTiese
developments combined to adversely weaken further the trade performance of flie majority of
African countries and kept Africa's stagnant at a low level. The share of Africa in WorW Trade
has fallen steadily since 1980. When World Trade double in value, between 1980 and 1993,
African trade has been loosing ground. In 1980 Africa share m World Trade was 4.9% since
then the share of Africa in Global Trade has fallen to just over 2%. l

11. The Worsening of the social and political conditions in many countries has resulted in

instability, conflict, families and mass migrations. This situation coupled with population growth
rates beyond that of GDP has further deteriorated the economic growth of the affected
economies. These internal problems were coupled with the continued fall in commodity prices

(except for a brief boom in prices of a few commodities in 1994/95 including coffee).

12. Africa resorted to externally induced short term adjustment measures which failed to bring

about the required economic transformation without which its economy continued to be subjected
to the same structural imbalances and crisis including its overdependence on primary commodity

exports.

Survey of Economic and Social Conditions in Africa, 19.94-
1995 (unpublished).
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13. It is however in this context that efforts have been made to launch the economic

integration process through the establishment of economic groupings. To date all regions have
put in place institutions in charge of promoting economic integration; their multiplicity arid flieir

overlapping in some regions make it imperative to undertake to rationalize their activities at a

pace in consonance with the realities of each region concerned. Notwithstanding me fact that

institutional arrangements are in place, in some cases for decades, achievements in respect pf

^ economic integration process fall short of expectations mainly because the programmes of the

economic ^ouping&<»ncerned were ill-conceived as they were tailored from the European

market integration model notwithstanding differences between die two regions. Indeed, Europe
&©f the 1950-s had a stroag production base and quality transport and communications

^infrastructures; all it needed was increased economic efficiency through enhanced competition

within a free trade area. ...

14. - Africa has neither developed intra-regionalinfrastnictures nor strong production systems

without which market-integration such as the EU one cannot function. Africa's approach to

economic integration should therefore take into account these requirements. /

15. There is an increasing need for Africa to take a major turn with decisive changes on the

way development strategies and programmes are conceived and implemented. The issue of

ownership of development programmes and the need to get African countries in the driving seat

in the design and implementation oftheir own adjustment and development programmes has been

widely-accepted by the continent's major development partners. This is a challenge to Africa and

the region should raise up to this challenge and revisit regional self-reliant strategies h could not

implement due to various reasons including the receding financial flows, the lack of support from

major development partners and to certain extent to the lack of political will. In doing so* the

Alncan countries should nevertheless take into account the emw

and challenges therefrom. . „..-.■.■ . ^,

16. -The signing and entry into force of the Uruguay Round Agreements; the establishment

ofregional trading blocs in various parts of the World (NAFTA, MERCOSUR, ASEAN, etc..);

the erosion of preferences under the Lome* Convention; and the creation of Free Trade Areas

between North africancountries ami the European Union2; the liberalization and globalization

of production and trade are as many challenges facing Africa. They may be encapsulated in the
need for Africa to braceitself to adapt to the emerging world of competition. The region has to

embark on building well-structured and competitive economies. The implications for this is a
change of perception on the nature of growth and development and the growth process, i.e. how

For more detailed analysis see: NEW FRAMEWORK FOR HTFRA-
AFRICAH TRADE EXPANSION: AM ALTERNATIVE SOLOTICW TO

PROBLEMS EMERGING FROM INTERNATIONAL ECONOMIC SITUATION

E/ECA/TRADE/93/28, December 1993.
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to move the African countries from current overdependence on primary commodity production
and trade to a more self-sustaining growth path. This calls for the firm commitment of the
african countries to adopt and implement overall and sectoral strategies towards economic

diversification at the national and regional levels.

17. How to raise the level of output and trade through the diversification of production and
markets and toe building of the capacities required if Africa has to play a meaningful role in a

competitive world environment? How to shape regional economic cooperation and integration
so as to bring about solutions to the structural economic imbalances affecting the continent's

capacity to compete in a world of trading blocs and in the context of the current globalization
and liberalization process? There is a major debate on these issues between the proponents ofthe
"Trickle-down" strategy advocating an exogenous growth path based on economic openness and
those advocating self-centered endogenous growth processes. It is our considerate view that these
strategies are not exclusive of each other, they are complementary: Africa should "root" its
economieson self-sustaining basiswhile participating in the world economy. Theeconomic crisis
that Africa faces is structural in nature. It therefore calls for long-term measures for effective
transformation through diversification. It is in this perspective that the following strategies are

proposed.

A. Trade Development

18. Setting Africa's trade on a development track is subjected to the simultaneous

diversification of production and markets. The central objective of trade diversification

programmes and measures is to boost earnings from trade and reduce dependence oil a very

limited number Of commodities that are subject to major adverse price and volume fluctuations.
The need for diversification is to overcome the constraints which have prevented the trade sector
from becoming one of the key development movers in the African economies. The diversification

policies and programmes should aim at the expansion of opportunities for exports and
improvement of backward linkages to domestic inputs services (i.e. natural resources and local

capacities).

1. Issues to be arifesfrfl hV diversification policies and programmes

19. For diversification to take place the following important issues should be addressed,

the dependence on a few primary commodities;

the weak technological base;

the insufficient linkage between the primary sector and the manufacturing sectors;
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weak infrastructure especially in transport and communication, institutional and
human capacities development, the need to promote research and development.

2. Diversification strategies

20. The strategies for economic/trade diversification take into account the following key

growth and development parameters:

a) Economic transformation

21. Diversification policies and programmes should address structural imbalances in the
economies. Their implementation should bring about deep changes in tiie form of enhanced inter-
sectoral linkages towards a more closely knitted economic fabric and a greater number of market
directions for a country's production as well as a qualitative and quantitative change in the

"import mix" of the country concerned.

22. The natural resource endowment of a country is indeed the prime base for diversification.
Regional cooperation to this end could help expand such a base and increase opportunities for

diversification,

23. Conunodity/product and market diversifications are necessarily linked and should
therefore be simultaneously designed and carried out along the following lines:

b) DiversificqtiflP of Products

■ i) Horizontal diversification

24. Efforts in this area should explore two main avenues towards the expansion of the

commodity/export base of a country:

-the introduction of new commodities which should be identified following

research on possibilities to adapt them to local environmental conditions

and others;

resorting to research-development including bio-technology and other

technological processes to produce new varieties from existing

commodities.

ii) Vertical diversification
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25. This is the privileged vehicle for effective economic transformation as it brings solutions
to the issue of the disjointed economic structures faced by African economies. The prime

objective of vertical diversification is to link up the primary and secondary sectors so as to

promote the expansion of both the technological and production base towards higher value added

products, To this end, African countries have to map out and implement strategies including:

Enhanced surveys (of their natural resources bases using required

capacities for this purpose (cartography, remote sensing, etc..). Where

such capacities do not exist at the national level member countries should

resort to relevant regional institutions such as the Regional Centre for

Training in Aerospace Surveys (RECTAS), the Regional Centre for

Services in Surveying, Mapping and Remote Sensing (RECSS/TRS);

Defining, funding and launching relevant research programmes in areas

such as food technology, engineering design and manufacturing, building

materials, chemical and pharmaceutical process, animal by-product

development, metallurgy, etc.. The African Regional Centre for

Technology (ARCT), the African Regional Centre for Engineering Design

and Manufacturing (ARCEDEM), tile African Regional Standardization

Organization could be used to launch or strengthen national and regional

programmes accordingly.

The creation and development of required human and institutional

capacities through relevant formal and vocational training programmes

The mobilization of resources and promotion of domestic and foreign

v, direct investments directed towards vertical diversification: member States

should adopt discriminatory incentives with special provisions in their

investment codes including tax holidays, allocation of land and equipment,

specialized industrial processing zones, financial support schemes for R &

D, etc..

c) Market Diversification

26. Africa's international trade takes place within a context of unfavourable asymmetric

relations. Due to various "tropisms" (including monetary and political relations, vertically

integrated trading networks of TNC's, tied aid, well established consumer habits, week local

marketing forces), Africa's trade relations follow quasi unidirectional trends and secularpatterns-

coupled to the overdependence on primary commodities is another overwhelming dependence on

the North for markets and sources for imports. These trade imbalances could be lessened and

corrected if measures are rapidly taken to diversify directions of Africa's trade towards new
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market,frontiers in the South. The improvement of Africa's position in World Trade depends on

its ability to enhance competition between its partners (traditional and new ones).

27. Market diversification may take place within traditional and non traditional markets but

in both cases they require capacities Africa should build.

i) diversification in tfaditionaj markets

28. Stemming from product diversification, the required efforts would concentrate on

identifying new market segments for new varieties of existing products or new products for

traditional or new uses. This should be a two way traffic: identification of market potentials for

product concepts should inform diversification programmes and product diversifications should

result into related market research and market prospection.

ii) accessing new markets for exports ifnri jspiirrina imports from them.

29. Efforts in this area should aim at:

deepening-market research for increased market shares in and/or imports from

"peripheral" partner countries in the South (Asia and Latin America). This

involves serious review studies not only to identify prospects for enhanced trade

relations but also policy and operational changes required to this end; ■■ .

accessing new markets with traditional supplies and/or promoting new products

in new markets. This also requires intensive research to determine the

requirements of these markets and draw a relevant marketing mix including

operational plans at both the national and corporate levels.

30. Market diversification should not therefore be seen as efforts to "switch" markets merely

but also as an action to deepen the access to traditional markets so as to qualitatively improve

on trade relations through increased sales or more efficient import operations.

31. There are indeed good prospects for market diversification in traditional as well as new

markets for Africa - the demand in developed countries is rapidly diversifying. The new
industrialized countries in Asm and Latin America could fifkl in Africa markets for equipments

and technologies in demand here. Breaking up the current triangular trade pattern between them

is in the interest of Africa, Asia and Latin America: they could intensify direct trade relations

which could result in increased trade between Africa and its partners in the South.
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32. For trade diversification and development to take place, the African countries should;

(i) adopt appropriate policies and "strategic plans" coupling product and market diversification;

and (ii) put in place human, institutional and infrastructural capacities to support and sustain the

diversification and transformation process at the national, regional and international levels.

d) ftviMfog opacities for itrade diversification and development

33. As indicated earlier sustained trade development is not possible in the absence of the

simultaneous diversification of production and that of market.

34. We have dwelt to some extent on capacities/policies required for production/product

diversification to be effected. These revolve around the exploration (surveys) and exploitation

of natural resources and their transformation. Emphasis is on the need for African countries to

pay much more attention to research and training. Relevant national and subregional institutions

should be strengthened to this end.

35. Market diversification and development requires a wide range of human, institutional and

infrastructural support capacities to be built and/or strengthened in many african countries.

Planning and strategizing trade at the national and corporate levels should, inter alia focus on

how to develop such capacities taking into account local conditions and requirements of target

markets: The following proposals cut across the needs of the African countries as a whole. They

are indicative of strategies in the following areas:

i) Human resource development:

for macro-economic planning and the drawing of national strategic plans:

training programmes in this area should be reformulated taking into

account the dynamics of prospective diversification and its various

variables (production and markets);

at the corporate/micro level, the training of marketing planners and

managers should be emphasized in University and management institutions

curricula. Particular attention should be paid to field training and on the

job training in this area. Special programmes should be drawn and carried

out for trade attache's;

H) Institutional development

investment and trade promotion institutions integrated trade and investment

promotion centres should be established to cater for trade and investment

information needs, training and support services to the business

community. The current dichotomic approach with distinct trade and
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investment promotion centres is artificial and has contributed to the

weakening oF both types of institution by spreading their resources

available to this end. These institutions should be supported by

governments and managed in close collaboration with the national business

communities;

measures should be taken to revitalize and strengthen the existing trade

information systems and networks as vehicles for the development of

regional intra-African trade. Regional coordinating nods should be created

within ECA-OAU and AATPO;

the consultative role of chambers of commerce should be strengthened so

as to more closely associate the business community to trade/investment

related policy decisions. Subregional Federations of Chambers of

Commerce should be accorded a consultative role in the various regional

groupings. The AATPO Secretariat could play a regional coordinating role

and support the promotional role of chambers of commerce and their

relations with similar institutions outside the continent along the lines

envisaged when the Federation of African Chambers of Commerce was

established;

Trade offices abroad: Economic diplomacy should gain momentum in

African embassies. Trade attache's should be better equipped to provide

information on potentials for market diversification in the countries where

they are accredited and act as forefront support services to trade missions

and businessmen. Their desks could be up-graded into trade offices

wherever feasible. The South Africa based Africa Trade Centre's initiative

is in line with this; (it is proposed that African trade attaches in

Johannesburg be offered office and support facilities in the Cariton Tour

to enable them function in a more commercial and aggressive way);

Trade financing p^pchanism? Few are export credit and guarantee

mechanisms in the African countries. The State, local investors and the

AFREXIM Bank should take initiatives towards incorporating national

export credit and guarantee schemes into distinct bodies. This could

enhance the role and activities of AFREXIM Bank and add to the credit

competitiveness of African exporters;

Clearing and payment arrangements: these institutions should be

strengthened and provide medium term credit lines to enhance their

utilization for the expansion of intra-regional trade;
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commercial hanks: should be organized and encouraged to negotiate

correspondence agreements at the regional and inter-regional level with

other banks in the South.

iii) Developmigpt; of trftTEpnit and communication facilities

the on-going ECA initiatives in coastal shipping, transafrican highways and

the coordination of air transport networks and schedules should be

supported as priority programmes in this area and measures taken to

channel development aid funds including the Lome* Convention regional

funds to their financing;

South-South direct maritime links should be promoted through the

establishment of shipping lines.

Trade facilitation mechanisms should be created and/or strengthened and

equipped with adequate communications facilities and competent personnel

to help implement the existing regional transit agreements and prepare

Africa for the implementation of World Facilitation Systems such as

EDIFACT. Current efforts for the development of telecommunications in

the continent including Africa One and RASCOM could contribute to this.

B. Economic integration: Strategies for the implementation of the Abuja Treaty

36. Member countries should consider economic integration not as an end in itself but as a

means to overcome the four structural imbalances hampering their development efforts. They

should therefore resolve to implement the following four prong strategies.

37. Eksi, African countries need to develop cohesive, integrated and viable productive

structures. This can be achieved through the development of intersectoral linkages with a view

to setting the growth process on sound self sustaining basis. Sficj2Od» there is need to ease

infrastructural bottlenecks: poor transport facilities and telecommunications services are obstacles

to the expansion of regional trade. Projects in this area should aim at rehabilitating or upgrading

the related infrastructures. Equal attention should also be paid to energy supply infrastructures.

ThirdT trade liberalization schemes supported by trade financing and guarantee mechanisms would

facilitate the flow of goods; in view of lessons learned from experience, procedures linked to

such schemes should avoid being cumbersome or putting heavy financial burden on users who

must be familiar with these procedures. FinallyT the large number of country structural

adjustment programmes aimed at correcting macro-economic imbalances have resulted in

economic policy disparities between African countries because they do not take into account the

need for and programmes of policy harmonization within subregional groupings. No regional or

subregional structural adjustment programme is conceivable at this stage in the absence of
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regional economic poUcies, member States should nevertheless integrate the regional dimensions
in tlieir adjustment and development programmes with a view to achieving progressively a
convergence of macro-economic policies. These few actions should indeed be simultaneously

carried out.

38. The above four prong multisectoral strategy for economic integration in Africa is the
strategy underpinning Treaties of most of the Regional Economic Communities (RECs) and mat
of the African Economic Community. The entry into force of the Abuja Treaty provides an
opportunity for the harmonization of suferegional economic integration programmes for meir
effective convergence towards the agreed objectives of the African Economic Community (AEC).

39. Africa ought to show its determination to implement the Abuja Treaty. The strengthening
of the RECs entrusted to the AEC can but be undertaken within the framework of a clear,
programme spelling out how the process will be conducted aod what is expected ftoin the RECs
in this respect. Such a programme must take into account stages reached by each REC and be
realistiiitt terms of objectives to be achieved. The AEC has, therefore, to formulate mis
programme^ after extensive consultations with the RECs. Similarly, the SECs must carry out

within their respective regions programmes in priority areas, with the AEC playing a

coordinating role.

4Q. At the level of regions, each REC has adopted a multisectoral programme whose
in|plementation is more or less advanced. The multisectoral programmes undertaken in Central

and West Africa are of special significance by the wide range of sectors they are made of and

by $e attempt they made to develop inter-sectoral links. These programmes are based on the
specific priorities of each subregkm. However, many of them share marked delays with regard
to their initial implementation schedule. The reasons for such delays are many. More often than

not, member States do not adopt at national level measures required to translate into their

national policies the community programmes. Moreover, these programmes themselves may be

too ambitious in view of resources needed for their implementation. It also happens that
belonging to several integration organizations makes it uneasy for member States to include in
their national policies decisions taken by different entities which may not be necessarily

compatible.

41. Whatever difficulties the RECs may encounter in implementing their programmes, they

need to be carefully examined and remedied. The AEC is in a position to play this role and
should take advantage of its next missions to the RECs to review these difficulties and seek with
the assistance of the RECs solutions thereto.

42. The role of the AEC should also include creating links between the regions by bridging

their respective programmes through a pragmatic approach. First, it should ensure that the

programmes of the RECs conform to the integration objectives of the AEC ;tn areas which are

common to more than one region: for example, programmes in the field of transport developed



E/ECA/TRADE/95/25

Page 12 -

by neighbouring regions should be interconnected. Those regions with no programme in the

priority areas of the Community should be encouraged to adopt one. ft goes without saying that

some specific programmes of interest to certain regions (for example, migratory labour) may not

have to be replicated in other regions. Then, the AEC should endeavour to formulate a policy

aimed at making all regions move at the same pace in common areas, bearing in mind the

calendar provided for by the Abuja Treaty as regards the establishment ofthe Community: in Ihe
field of trade liberalization, for example, those regions which have incurred delays should take
measures to catch up. Finally, the harmonization of the programmes of RECs should take into

account the activities of organizations in charge of developing river and Sake basins on the one
hand, and on the other those of ECA/OAU-sponsored institutions whose areas qf competence

span sometimes over several regions. The relationship between these two types of organizations

with the RECs should be reviewed with the aim of making the former support the economic
integration process; some of them may be converted into specialized institutions of RECs.

43. Actions proposed above consider only possible relations between organizations. However,

individual countries could be encouraged to join programmes launched by communities outside
"their" regions, if they expect this to be beneficial to them. This flexibility should not,
nevertheless, mean that countries could only join those programmes of their respective RECs
with potential gain for them: this would lead to air integration "a la carte" consisting of an
erroneous application of the "variable geometry" principle generating unmanageable confusion.

44. In conclusion, the AEC has a central role to play in the above strategy. The Abuja Treaty

is the legal instrument for this role and a well conceived programme at the level of the AEC

would be the tool for this role to be played effectively. However, capacities in various areas need

to be put in place for economic integration to be effectively conducted in Africa. Relaunching
the economic integration process could, therefore, be clustered around the following:

a) Strengthening the Institutional framework . ;,

45. At present, all regions (with the exception of North Africa) have more than one

organization in charge of economic integration. The need to harmonize their activities in order

to avoid duplication and overlapping is therefore a priority task. This issue is further
compounded by the fact that some countries belong to two, if not three such organizations within

or without "their" region. The complexity and sensitivity of the problem require that solutions

thereto be pragmatic and acceptable to all concerned.

46. First, it would be advisable to make it clear whether the regions as defined by the OAU

are intangible, as far as the RECs are concerned. The question is two-fold:

a) do the RECs have to correspond to the areas of the five regions defined by the

OAU and include all countries situated in their areas?
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b) are countries allowed to join RECs outside their region, while remaining members

■; v-.- of "their" RECs?

47 The answer to these two questions should be pragmatic. The fact is that regions coexist
with communities which transcend regions. Opening debate on the areas of regions cprtdjead
toa controversy with unpredictable implications. Similarly, it would be wise to allow countries
to conclude special arrangements with communities outside "their" region, including to remain
members of such communities if they already belong to them. This would solve temporanty toe
problem of multiple membership which will be finally solved when all regionsi are rally
integrated. It would remain to solve the related problem of matching the areas of the RECs wi$
those of regions, in otbei words the emergence of a single integration entity by region.

48 The latter question needs also to be tackled with pragmatism, as is already the case in the
regions concerned. In West Africa, the consensus reached in Banjul in 1990 on the ncccsaty^to
erect in the long run ECOWAS as the single economic integration entity m the region led to a
study on the modalities for its implementation; this study is being reviewed by (toe countries
concerned;which will decide in due course on steps towards that ultimate goal. In Cental Africa,
die Secretariats of ECCAS, CEPGL and UDEAC initiated in 1987 consutotoom on
harmonization of their programmes; these consultations were further pursued in 1992 within the
framework of the multisectoral projects being implemented mOmti^ Africa attta
resume, the context prevailing: in the region permitting. In Eastern and Southern Africa, a study
was carried dut on relationsnips between PTA/COMESA and SADC; consultation mechanisms
at uie highest level are bring considered to decide on modalities for harmonious relations between
the two organizations. All these efforts show how concerned member States are of obstacles to
economic integration the multiplicity of organizations could raise, and at the same time of the
need for realism in the quest for solutions. These efforts reveal also the following:

a) the areas where risks of duplication and overlapping exist are very fewrtheynave
to do mainly with intra-community trade liberalization schemes and common

external tariff. As far as sectoral programmes are concerned, their harmonization
could be achieved by allowing those countries who are willing to join successful
programmes to do so and strengthening coordination of the planning processes of

the various RECs; . .-,

b) the decision to set up a single integration organization will be taken with no
opposition when member States will realize that all integration programmes within
the region are harmonized and can be run by only one organization. In the
meantime, economic groupings comprising of countries belonging to more than

one region should continue to exist.
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49. It stems from the foregoing that the AEC would certainly have to ensure that integration

activities within each region and between regions are rationalized. However, in this area the

Community will have more to accompany efforts already underway than to impose solutions

which may prove irrelevant to regional peculiarities. The provisions of the draft protocol on the

relationships between the AEC and the RECs will provide the framework for the role to be

played by the former in this respect. This Conference could, however, make recommendations
as to how these important issues could be tackled and coordinated at the level of the Community.

A further step needs to be taken: this is the harmonization of the Treaties of the RECs with that

of the AEC which can be handled in the process of implementing the protocol on relationships

between the AEC and the RECs.

b) The financing of the economic integration process

50. Regardless ofthe quality of integration programmes, their implementation depends mostly

on resources which can be mobilized to that effect. The fact that the multisectoral programmes

ofECOWAS, ECCAS and UOEAC have led to very few feasibility studies clearly indicates that

it is almost impossible to promote economic integration if this is not supported by adequate

financing mechanisms. Africa has to build a great amount of confidence by devising and

operating self-financing mechanisms and upgrading its financing institutions' capabilities. These

will in turn attract external funds.

Necessity of self-financing mechanism

51. Studies earned out by ECA as well as institutions such as the African Development Bank

(ADB) concluded that one condition for the economic integration process to be sustainable was

the establishment of a self-financing mechanism. Indeed, the assessed contributions of member

States, when actually paid, are barely sufficient to cover operating expenses of the RECs; they

cannot, therefore, sustain integration programmes owing to their uncertainty and limited amount.

Making autonomous resources available to the communities is the only solution to the funding

problem facing these communities. .

52. In a report presented to its Conference of Ministers in April 1995s, ECA reviewed into;

alia the requisites for the establishment of self-financing mechanisms. The report identified four

prerequisites:

a clear definition of objectives to be achieved;

a detailed review and careful selection of legal,, fiscal and technical parameters

which are relevant to the peculiarities of each REC;

E/ECA/CM.21/4
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a methodology and a work programme to be agreed upon by each REC; and

■•■•■- an unequivocal political will to create and implement the mechanism.

53. The report further defined the following characteristics of autonomous resources to be
generated by self-financing mechanisms, They ought to be:

permanent;

automatic;

steadily increasing;

without any implication for budget resources of member States; and

fair and accepted as a sign of solidarity among member States.

Finally, the report reviewed sources of funding for such self-financing mechanisms;

54. On the basis ofthis preliminary analysis, ECA intends to undertake within the framework
of the Joint OAU/ECA/ADB Secretariat, a comprehensive feasibility study of self-financing
mechanisms. Such a study the conclusions of which could apply miimris mutanHic to the

operations of the AEC will prove useful only if the policy organs of RECs agree to its necessity
and confirm their determination to estabKsh the mechanise

stage what needs to be done is a sensitization of those organs to the urgency oftheir commitment
wWch can give the required authority for the thorough analysis to be launched. Thw
seems to be the right forum for such an appeal. ; ' -■

Support by African financial institutions

55. Although it is anticipated that self-financing mechanisms will increase substantially
resources available to the RECs and eventually the AEC for their operational activities, it goes
without saying that these additional resources will not meet the financing needs for all integration
programmes. In particular, inter-country programmes in such costly areas as inftastructural and
energy development will require funding well above what can be expected from the self-financing
mechanisms of RECs. African financial institutions have, therefore, an important role to play in
making available resources for the implementation of integration programmes.
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56. In a report issued in March 1993 4 ECA noted that African financing institutions had

contributed little to the funding of integration programmes in Africa. This is the case even for

institutions set up with the support of some RECs. The report identified the following as possible

reasons for the low level of funding:

the limited financial capacity of the institutions themselves;

the priority accorded by member States to national projects over inter-country

ones:

difficulty to reach consensus on cost sharing modalities regarding regional

projects; and

lack of adequate mechanisms for financial liability in case of joint ventures.

57. Some financial institutions have taken steps to correct this situation. In this regard, for

example, technical assistance funds have been set up to help RECs develop bankable-projects.

Similarly, some institutions are by virtue of their statutes bound to devote a given percentage of

their resources to funding inter-country projects; however, for various reasons, the set target

lending is far from being reached. Finally, some institutions mount missions to identify projects

likely to benefit from funds earmarked for regional cooperation.

58. The AEC needs to formulate with the assistance of African financing institutions a

strategy for mobilizing resources to support the economic integration process. Within this

framework, these institutions would then be in a position to coordinate their actions among

themselves and with other institutions outside the continent, especially for financing inter-regional

programmes. At the same time, these institutions may have to put in place instruments adapted

to the peculiarities of regional projects in order to enable member States to take full advantage

of funds earmarked for inter-country programmes.

c) M^hi^iy^ftn of community

59. When the above-mentioned preconditions are fulfilled, it will remain to mobilize

economic agents i.e. the member States on the one hand, the business community and other

social and economic forces on the other to implement the programmes of RECs and the AEC.

In other words, the economic integration process requires the support of political, economic and

social forces within the communities.

ECA/UNDP/IGOS/UNSAS/VII/04
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60. As regards the member States, they have always beep at the forefront of the economic

integration process. However, their action needs to be better coordinated at the national level and

with the organs of the economic groupings. At the national level, there exists a need to establish

a structure responsible for coordinating the activities of the various units involved in economic
integration activities and ensuring that commitments made at the community level are translated

unto national policies and programmes. At present, very few African countries have created such

structures with the necessary empowerment.

61. Besides the role of member States, there is need to set up an Action Committee composed
of representatives duly mandated by the organizations of all groups who can make a meaningful

contribution to the formulation and implementation of sound integration policies and
programmes. Today, in African countries;, although the political parties constitute tte main finrw

influencing the governments system, the youth, businessmen and women play an equally
important role through their organizations. The press also has had decisive influence on the
course of events in many African countries in the last decade, and its importance is bound to

increase with democratic reforms guaranteeing freedom of speech and the press. The role of the

Action Committee will therefore, be to put pressure on individual governments and National
Assemblies to speed up the process of economic integration by committing themselves more fully

to implement economic integration programmes, and by transferring the needed power to
community institutions so as to make the latter effective. ■

d) The coordinating role of the Joint OAtJ/ftCA/ADB Secretariat

62. The implementation oftheAbuja Treaty, including the coordination of activities devolved
to the RECs, will require close monitoring and advisory role on the part of the AEC This role
can be effectively played with the assistance of the Joint Secretariat. The latter is specifically
expected to:

work out modalities and advise member States of the RECs on the rationalization
and harmonization of activities among various institutions npftmtjng within
region;

help devise multisectoral programmes/projects for joint implementation by
relevant regional institutions with in-built monitoring and gvnlinrtnn

promote joint planning among regional institutions;

^^p^

ensure their proper focus on the building up of the AEC;

cooperate with the Global Coalition for Africa in planning and carrying out
strategies for the mobilization of international support for the AEC;
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carry out evaluation missions and advise on necessary corrective measures;

convene coordinating meetings of institutions involved in the implementation of

the Abuja Treaty; and

report as appropriate to the: relevant organs of the AEC.

V. CONCLUSIONS AND RECOMMENDATIONS

<>3. Trade and Economic integration have always been considered as two key elements of

economic development strategies, policies and programmes in Africa. The lack of progress in

both area* and in the performance of African economies in general could be due to disjointed

economic structures and the implementation of irrelevant adjustment and development policies

during the last three decades.

64. Afnca should now be up for a major turn in policy design and implementation. No

progress can be achieved in trade and economic integration if the structural imbalances

hampering the continent's economic development programmes are not identified and addressed.

Major strategic and policy shifts are required for Africa to achieve economic transformation and

self sustained growth and development.'* Africa should move from its current structural
overdependence on commodity production and export and a few traditional markets to more

diversified economies and trade directions Economic integration policies and programmes should

be viewed not as ends but as means to achieve development; as such these policies and

programmes should be shaped to address (i) the disjointed physical spaces i.e. the poor state of
transport and communication structures; (u'j the weak and disarticulated production systems; (iii)

the narrow national markets; and (iv) the tack of policy harmonization among African countries.

In the field of economic integration

65. In tnis area, the african countries should reaffirm their commitment to regional economic

integration not as an end but as a means to address structural imbalances hampering their

development efforts. To this end, they should design and implement regional economic

integration programmes for (i) the development of transport, communication and energy

infrastructures; (ii) the promotion of strong and self sustaining production systems; (iii) enlarged

regional markets; (iv) harmonized economic policies.

66. African countries should adopt policies, design and implement programmes towards (i)

#$ market diversification; (ii) the strengthening of RECs on the basis of

Rented programmes along the above-mentioned four prong strategies.
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In the field of Trade

67. The implementation of the Abuja treaty calls for immediate clarifications in the
institutional capacity required and priority policies and programmes to this end. African countries
should take the necessary measures for:

1) The strengthening of the RECs - This requires a clear programme spelling out

how the process will be conducted and what is expected from the RECs in this
respect.

2) The adoption of relevant programmes in consonance with the Abuja Treaty at the
subregional (RECs) level.

3) The design and implementation of policy harmonization programmes between
individual members of the various RECs and the RECs themselves.

4) The harmonization of the Treaties of RECs with that of the AEC which can be
handled in the process of implementing the protocol on relationships between the
AEC and the RECs.

5) The design and operationalization of self-financing mechanisms to ensure proper
funding of the economic integration process.

6) The formulation with the assistance of African financial institutions of a strategy
for the mobilization of resources for the funding of regional development
programmes and increased investments in the productive sector.

7) The creation of appropriate mechanism(s) at the country level to ensue the
translation of regional policies and programmes into national development plans
and strategies.

8) The involvement of civil societies and professional organizations in the design,
adoption and implementation of regional economic integration programmes.

9) The preparation and adoption of a system-wide plan for the implementation ofthe
Abuja Treaty involving the Joint OAU/ECA/ADB Secretariat, member countries,
regional organizations and relevant international institutions. To mis end member
countries should re-structure and strengthen regional technical support
organizations.
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68. African countries should promote development-oriented trade strategies: To this end, they

should:

i) design, adopt and simultaneously implement production and market diversification

policies and programmes with special emphasis on regional and South-South

Trade;

ii) carry out capacity need analysis, set and implement capacity development

programmes including institutional, infrastructural and human capacity building;

iii) promote strong relevant research capacities and programmes in the areas of both

research-development and marketing research;

iv) promote trade support services including trade financing facilities, transport, trade

information systems and networks.


