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I. INTRODUCTION.

1. It is clear from the outset of any study of the means of developing

the economies of African countries that the attainment of policy object-
ives will in most cases be dependent on the solution of the large number

of fundamental technical and administrative problems involved. Not .the
least of these is the problem of overcoming the numerous technical
difficulties to bve found in the field of customs taxation and administ—
retion. Whatever line of action is needed to bring prosperity and better
living standards to African countries, whether it be in the form of develop-
ment measures in the public seetor, industrialigation in the private sector,
expansion of intra-African trade or measures for economic integration,
certain technical or administ: ative customs problems will be encounteredy
at some stage of ‘the procsss. For example, the raising of customs revenue
is one of the determlnlng factors in the development plans of most African
countrles and this poses problems of devising a sultable customs tariff
policy and maintaining or creatiﬁg an adequate customs organization to
implement it and to safeguard the revenue yield. This may be particularly
difficult in countrles which formed part of larger polltlcal units during
the colonlal éra and suddenly had to fend for themselves in some of these
matters on attaining 1ndependence.1 A 51m11ar 31tuat10n will prevail

in the componsnt territories of a larger eccnomic unlt when the disscolution ef
such unit takes place. In the same way, a policy of industrial develop-
ment can present real problems in those Africaﬁ ceﬁntries which are un-
familiar with such matters as the proper weigﬂting of tariff protection

for infant industries and the extent of other iﬁcentives needed in the

way of customs rebates and drawbacks.

1/ E.g. Upper Volta, Niger, Mali,

g/ E.g. Northern Rhedesia and Nyasaland, Rwanda ahd_Burundi
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2. But the fiscal and protective difficulties cuoted above are by no
means insurmountable as they can be tackledlat the national level from
the internal resources of the countries concerned, with perhaps a certain
amount of outside assistance specially engaged for that purposge. The
real difficulty lies in solving the serious technical customs problems

of standardization, harmonization and simplification of tariffs, systems-
and procedures which are inherent in any measures for trade exparision
and closer economic cooperation between African countries. The solution-
of these invelves much consultation and negotiations at the International
level, and thc. conflicting interests of the various countries can often
make it difficult for them to reach agreements on the necessary measures.
Even when agreement has been reache’, individual countries may find it

. difficult for various practical reasons to implement the decisions made

witaout some form of outside assistance.

3. As to the nature of the problems :~coutitered in this direction, the
very proliferation of the customs a:sas, old and new, is a seriéus hand~
icap to measurés for liberalization of intra-African trade or formation
of econonic gfoupings. There are some 35 separate customs areas in _
Africa and 4 more territories integrated with the metropolitan powers.
There is of course an even greater number of separate political units,
and this is important because, in spite of the existence of five customs
unions agreements in Africa;f membership ¢  such a union has not in every.
case meant the entire removal of customg'barriers between the meﬁbéfs
concerned. In certain instances, a gradual disparity in the rates of
cindirect. taxation has crept in and thuslbegun to erode the unifofmity

of the system of import oharges.2 In others, the existence of what may
be called "invisible" tariffsé/ has sometimes proved more ifksome to

officials and traders than the application of customs duties themselves.

;/ Customs Union of West african State, Nguatorial Customs Union, East
African Common [.arket, Rwanda/Burundi Customs Union, (shortly to dis- .
solved), and the High Commission Territories.. The Ghana/Upper Volia -
and Ghana/niger Customs Agreements.

2/ As in the Customs Unionc f West African States.
é/ Such as the ..ollection of statistical information, Ghana/Upper Volta border.
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4. The resulting pattern is therefore one of a large number of separate
economic units most of which are small in terms of population and national
income. Thus any attempts by them to rid themselves of the dependence

of their foreign trade mainly on an exchange of primary products for
imported foreign gbods, immediately encounter difficultiesndn account

of the smallness of each domestic market fof locally manufactured goods
and the numerous customs barriers sfanding in the way of expansion of
such market to other Africén territories. All this is of course well
known tco the governments concerned and indeed there has been no lack of
suggestions and résblutions for harmonization and integratién of custons
systems in order to overcome this diffibulty, but usually the technical
customs problems have proved so formidable that l1ittle progress has been -

made so far in this direction.

5. The need for action to resolve this apparent deadlock has been reallzed
by the Fconomic Comm1531on for Africa for some time past. It was ’

at the third session of the Commission that special attention was first

paid %o the matter as a reéﬁlt of a recommendation by an ad hoc cpmmittee

of African Govefnment Répréséntatives that first priority should Be éﬁcorded
to Studles of the prosPects and problems of intra-African trade and in
partlcular thcse connected w1th customs administration and related flelds.l/
Under Resolution 28 (III), the Commlss1on decided to set up the Standing
Committee on Trade and authorizéd the Hxecutive Secretary fo constitute
working parties'td.consider the specialrproblems cf the varioué sub-regions.
The Working Party on Customé Administration in West Africa was the first_

1o he 60nstituted under this rééoluiion.

6. The first phase of the regional survey of.customs problems may there-
fore be said tc have commenced with the study of West sfrican tariffs

and customs systems to provide material for this Working Party. Pending
the first meeting of the Standing Committee on Trade at which its work
programme would be laid down, the Secretariat felt that the customs pro-
blems in that area were s¢ pressing that it would be justified in initiat-.

ing som technical work in thic direction on the lines suggested by the.

1/ E/CN.14/100, paragraph 57
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regolution. It also considered that, without prejudice to the Committee's

decisicons, the above mentioned Working Party might be convened.

1. The results of this first phase of the survey were submittcd in the
form of a paper*/ 40 the Working Party which met in Dakar in 1961 and the
Party's Report2 wag presented to the first session of the Committee last
year. Since this material has already been examined at the last meeting,
it is not proposed to repeat it in detail, but it seems advisable to re-
capitulate later in broad outline the nature of the customs problems re-
vealed and the measures recommended by thw Working Party to deal with them,

in order to report on progress made.

8. The next phase of the survey was undertaken this year with the ext~
ension of the work to the Fastern African sub-region. For this purpose

a questionnaire similar to that circulated to West African countries in
1961,é/ but modified and imporved in the light of this: prefious experience
was sent to the foilpwing countriess: DBthiopia, Somalia, the Sudan, Kenya,
Targanyika, Uganda, Zanzibér, Rhodesia/ﬁyasaland, Bechuanaland, Mozamhique,
Rwanday Burundi, Madagascar and French Somaliland. In order to personally
identify customs problems relating to the economic and industrial devélop—
ment and trade expansion of the countries concerned as well as to examine
‘“tlh'e facilities for training of customs persconnel, the Regional Customs’
Adviser to the Secretariat of the Commission visited eight of the above
countries during May and June and interviewed a large number of officials
and tré&érs in them. Replies to the above quesiionnaire have been received
from all of the above countries except Somalia, Mozambigue, Rwanda and
Madagascar, and some of the probleﬁé'revealed and the measures needed to
overcome them are described in part II. It is hoped that this phase of
the survey will be complected by the end of the year, but the necessary
follow—up of recommendations to deal with certain situations revealed

will, as in West Africa, extend over a considerable period.

1/ E/CN.14/S7C-WPCA.1.

2/ E/CN.14/138.

3/ E/CN.14/STC-WPCA.l, Annex I
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II; PROBLENMS REVEALED AND PROGRESS IN SOLVING THEM

(a) The West African Survey 1961-62

9. Since the customs situation in West Africa has alfeady been described
at considerable length and examined by the Standing'Commiftee‘on Trade

at its first session,l it will suffice here to repeat the main problems

‘in broad outline only, and to describe the action since taken to deal

with them.

10, Broadly speaklng, there are four main ocustoms ObJGCtheS to be borne
in mind: these are, flrst, to malntaln and safeguard the revenue derived
from indirect taxation which is collected by the customs administrations

at the level which is sufficient to finance the recurrent and development
eipenditure'of the coﬁnffiee concefned; second, to frame and administer

the necessary incentives‘to'inaustriél developmelt in each céﬁntry in

the way of protectlve dutles, drawbacks and rebates; third, to study the
customs 1ssues involved in the formation of & West African economic
grouping, so as t0 be in a p051tlon to adrise on the form of such a group-
ing and to solve the vractical customs problems which are lilely t0 arise
on its 1ntroductlon' fourth, pendlng this development, to use every

means p0551b1v' to achieve standerdlzatlon harmonlzetlon and 51mp11flcat10n
of customs tarlffs,'systeme and procedure in the area. These obJectlves
are given in their loglcal sequence because industrial development is

the next step towards reducing the dependence of these countries on revenue
from customs duties, whilst the fermation of bigger marketws through
economic int¢ ration is an essential factor for balanced and viable indus-—

trial development in the area. But since the possibility of forming such

& grouping is still somewhat remote, action at. the. international isvel

must be concentrated mainly on the last of the above four objectives for
the time being. It was therefore with the methods of the achievment that
the 1961 Worklng Party was mostly concerned. . These alms were the most

reallstlc and the most lik ely to produce results in the ex1st1ng clrcum-

e

stances.

1/E/CN.14/STC-WPCA.1.
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11. The Secretariat and eventually the Working Party examined the
tariffs and customs systems of the entire sub-region, with particular
reference to tariff nomenclatures, rates of duties and other import
charges, preferential arrangements then in force, and the organization
of the various national customs adminisiraticns. The main points

arising from the survey are summarized below.

Harmonigation of Tari f Nomenclature

12. Three different types of nomenclature are in existence in West Africa:
those based on the Brussels Nomenclature of 1955 in 14 French-speaking
countries; the British-inspired tariffs of Nigeria, Ghana, Sierra Leone
and Gambiaj; and the United States-inspired tariff, of Liberia. The second
type is a short unsystematic alphabetical product list and is thus most
unsuitakle fer countries embarking on programmes of industrialization.
This type may have been suitable For a purely fiscal type of tariff, but
when an element of protection has to be introduced the result is a per-
petual series of piecemeal additions to a structure which is fundamentally
unsuited to sueh a process. The second disadventage of such a tariff

is its inadeguacy for the conduct of tariff or trade negotiations with
outside countries. Lastly, it is obvious that this type of tariff would
be completely out of place in any form of economic grouping which might

be contemplated in that area. The third type of tariff is unique in the
area, in itself a disadvantage. Though more or less systematic, it lacks

the completeness and precision of a modern tariff instrument.

13. The Working Party recommended that those countries which had not

yet adopted the Brussgels Nonenclature should use it as the basis of their
tariffs and carry out the necessary conversion on the understanding that
gome of the BrUSSels.headings might be merged to meet the requirements

of cech particular'country. It'was felt that by this means the opefation
of the rather éophiSticated form of the Brussels Noménblature would be

simplified to some extent.

~14. The gconversion of a "simple" tariff to the Brussels Nomenclature

is no easy matter. OSpecial staff must be detailed to work full-time on
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such-a project for a period of seﬁéral months. -Qualified staff for thie
purpose is not often forthcomlng 1n develoﬁing couﬁfries; hence the offer
of the Customs Co-operation Council in Brussels to assist with the trans-
position of the Figerian tariff was partlcularly welcome. After succes-
sfully piloting this work through the initial difficulties, the cce
handéd:over the remainder of it tc the Nigerian customs administration

and éonﬁeréioh'has recently been completed. It is expected that Nigeria:
will introduce its new Brussels—type tariff early next year, at which

time only 4 out of the 19 West African countries will not yet have adopted
the Brussels Homenclature., There is no lack of interest in this project:
among these 4 countries, but the practical difficulties involved have
prevenfed them thus far from implementing the recommedations of the
Working Party. Rather than delay the operation any longer through lack

of its own staff to handle it, Liberia has recently sought the help of

the United Nations Technical Assistance Board in provision of an outside
expert to undertake this revision. It remains 1o be seen what course -

the Gambia will follow as a result of the United Nations llission which

ig now examining the possibility of some form of economic intsgration

with Senegal. If .this were to take place, uniformity of tariff nomenc-—
lature may well be a prerequisite, and the automatic adoption of a Brussels-

type tariff in the. Gambia may then follow,.

15. 'Théfe'ié no doubt that full standardizatiom of tariff nomenclatures
in all West african countries is not only an essential factor in any pro=
eess of balanced industrial development but it will alsc be an important =
contribution to the expan51on of trade within the sub-regioni The exist-—
ence of a Sllghtly abbrev1ated or simplified form of Brussels-type tariff
in ngerla may perhaps prove’ to be of considerable benefit tc the remaining
oountries where it can serve as a model for their own conversions, It
seems only a matter of time now before the 4 remaining countries comne

into line with the other 19 West african countrigsrwhich have already
decided in favour of the Brussels Nomencature, Also; iﬁsﬁrucfibﬁuiﬁ“ _
the characteribtics and use of the Brussels Nomenclature which has formed

an important part of the syllabus in the two ECA Customs Training Courses
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in West Africa, has contributed towards the smooth and successful attain-.
ment of complete standardization. The achievement of this goal éhould

be g;egtly‘helped by the provision of customs advisory stafl at the new
sub-regional office of the BCA at Niamey.

Harmonigation of Valuation Prccedures

16. It was found that there were no major differences in customs valuation
practices in West Africa the tendency being to follow the Burssels Defini-
tion of Value. Although the need for standardigzation is less pressing
here than in the case of tariff nomenclatures, it is equally desirable

to set.a common objective, bearing in mind the importance of a standard
valuation procedure in the development of any form of economic grouping.

It is also essential to have a valuation system which does not lay itselfl
open to evasion or fraud and for this purpose a sound common procedure

is of advantage. The Working Party therefore agreed on the desirability

of all West African countries adopting the Brussels Definition at the

earliest opportunity.

17. So long as all the countries follow thia definition in principle,

the formal ancession of them to the Brussels Convention, though desirable,
is not something which demands their immediate attention. Nevertheless,
it is possible to report that one country, Nigeria, has in fact taken
steps to become a member of the Customs Co-operation Council as a result
of which it will be obliged to adopt formally the Brussels Definition.
Moreover, the last “est African country to follow a different system of
valuation, namely Liberia, which previously used the domestic value of
goods in the country of production as the basis of its procedure, has
recently changed over to a system based on the '"normal” value of goods
which closely follows the Brussels Definition. This satisfactory develop~
ment ncw means that customs valuation has been virtually standardized:

throughout the sub-region.

Harmonization of Legislation

18, In‘general, the customs legislation in West African countries reflects

the influence of ‘the legislation of the two former metropolitan powers,
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Britain and rance, ercept for Liberia whick has some United States and
) ¥

"British influcrnce, 80-again there are the same main gaps. . to be bridged.

There is né¢ international instrument which.can be invoked here to cover

- general customs ¢perations, ag in the case of nomenclatures and valuation.

There’do exist-however:a few internstional conventions on customs éubjects,
but most of these deal with matters which are as yet of comparatively

minor importance to developinﬁ,countries.l,;Probably the only one of imme-
diate interest to them is the international convention for the transport

of goods by road, known as the TIR Convention. Eut the Customs Co-operation
Council is alsoc drawing up customs standards in the form of some very
valuable comparative studiez on methods which cun contribute to a progressive

harmonization of laws when any changes (of them) are made in the future,

19. ‘There has been insufficient tiee so far in a survey of this nature

to include an asnalytical study of all the customs legislation in ufrica

to disccver, for example, where the main differences or points of conflict
lie, - It has to be realized, however, that legislation reflects policy
and.until policies are harmonized it is difficult to bring the customs

i . . . . ,
lawe of the variocus countries into line with each othar,

20, This does not mean Wowever tnat there are not sny promiging lines

of action in this direction. There was general agreement among the Working
Party that the subjecct of movements in transit constituted a very special
prbblem in Test africa on account of the appearance of new inland political
units and the irfegularity of the means of transport, and it was pointed
out that the ﬁrovisions of international agreements on transit are accepied
in principle by all the countries of the sub-region. In view of this,

it was recommended that TCA should convene & gzroup of experts to study

the preblem of transit, {ogether with the technical and economic questions
raised by the V¢ridué modes of transport, 10 prepare a draft convention

on transit for the consideration of all countries of the sub-regicn and

to recommend appropriate systems.

;/ Such as commercial samples, packaging, professional and exhibitionary
materials, temporary import of vehicles and aircraft,.
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21. Accordingly, the Secretariat made a detailed incuiry into the subject
on the basis of a questionnaire,l sent to all West African countries,

the results of which were presented in a document2 to provide the material
for the Expert Panel on Transit. Traffic whlch met at Accra last December.
The Leport of this body, presented to the fifth session of the Comm1551on§/
. contained a_serieé df_valuable.;epommendatiohs to governments;: These,

if accepted in toto, would so rationalize and simplify the‘proceduré for
movementé in transit that inland countries would benefit considérably '

from the freer flow of goods over their borders and the cOnsequent potent—
.1al .expansion of thelr trade toth w1th foreign countries and other Jdest
Africa countrlgg.. At thc same time the revenue securlty 1nterests of

the intervening,oquntrles would be adequately safeguarded.,

+ 22. The zdoptior and implementation of these recommendations now fests
with the governments concerned. Some steps can be takeh unilatérally,
whilst in other cases, further bllateral or multilateral consultation
is necessary. One recommendatlon in partlcular involves a study of the
means of adoptln@ a mOdlfled TIR convention for further consideration
by a working party of representatives of chambers of commerce, road
transporters apd customns admlnlstrdtlons.' And at least one countr
has started to taékle this problem on a national seale} It spould be
remembered however that the solution of these problems is closely con-
nectsd with the improvement of communications and methods of transport
oﬁér many of the frontiers, and that the success and security of transit
'operationé depend on a proper and efficient form of frontier control;
.cdnsequently progress in these directions should run concurrently with
any arrangements for improved srstems of transit. lMuch remains to be
done in the adoPtlon ‘of the recommendations but it is believeéd that the
resources of the oroposed sub-regional office of ECA at Niamey will be

of some assistance to governments in this direetion.

1/ B/CN.14/50C/T wg/l, annex II.
_/ E/Cﬂ 14/Smc/T??A/1_ana ADDLL L :

__/ ngerla has taken the first .steps toward Obtaiﬁing the viéwé'df these
bodies, ‘ R

R A R e
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Hsrmonigation of Tariff Policy

23, No survey of customs problems would be complete without a reference
to thé'considerable, alfhough iately somewhat diminishing differences
betweeﬁ“the priée'Ieﬁel aof impor{ed goods in thé varlious countries of
West Africa aﬂd'in'pérticuiar:between those of the franc zone and the
sterling ared, which result from variations in the incidence of import
taxes and application of quantitative restrictions to cheaper sources

of supplys The latter provide such a tremendous incentive to smuggling
that they can seriocusly affect econcmic development and even jeopardize
the future of industrialization. Although these are matters of fiscal
and commercial policy, they are of direct concern ¢ customs administraticns.
The opportunity must therefore be taken on every possible occasion to
reemphasize the need for progressive harmonization of rates of duty and
import taxes not only to counteract this situation, and sc permit the
maintenance cf relatively liberal p~.ctices in overland irade, but also
to work towardé.a situation where the advanitages of a common market can
be enjoyed withéut-even resorting to actual political union.l There are
policy;mattefs which rest with the governments concerned but the Secreta-
riat ofIECA hopes to assist their progress in this direction through the
formation of a further working party to be convened under the auspices

of the Standing Committee on Trade. In +the rrentine, thereiis- evidence
of the inﬁerest of some goverhments in this matter in the form of certain
unilateral and bilateral docisions which have been taken with closer

L. . , 2
harmonization in view.

NS . . ’
Co-operation beivwecn Ooetomn Adnministrations

24. The extreme political fragmentation of Hest Africa, and particularly
the emergence of several independent inland states has resulted in add-
itional customs operations along newly-formed frontiers and thus rlaced

& new emphasis on a largely unfamiliar form of customs procedure, the
clearance of imports and exports by land. This points to the need for
increasgd cooperation between the customs administrations of the area,

and the Working Party devoted three of its recommendation to the subject.

;/ As for example among the thres politcally separate territories of Kenya,
Tanganyika and Ugonda. B

g/ Decreases in import taxes on certain items in Dahomey, Niger, Upper Volta
and chenges in Nigerian, Chananian ang Mogolese tariffs.

DY P
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The first was that a further working party be formed to deal with the
question of frontier trafficl/ by examining regulations and definitions,
including approved routes, which would facilitate the control of such

traffic without imposing undue hardship on the populations concerned.

25. The second recommendation, dealing with the guestion of bilateral
co-operation in this area, proposed that the various customs administrations
exchange information directly with one another on smuggling and fraud,

and that indvidual countries draw up agreements to provide reciprocal
administrative assistance. Since the secretariats of the Customs Union

of Yest Effican States and the Bquatorial Customs Union had already pro~'
vided the facilities for implementing this recommendation in the French-
speaking countries, it was presumably directed mainly towards cooperation

between neighbouring Frerch-and Inglish-speaking countries.

26, It is possible to report some notable progress in this direction.
For example, negotiations are in progress between Nigeria, on the one
hand, and Dahomey, Figer, Chad and “ameroun, on the other. 4 convention
has already beeﬁ signed betw. 2n Nigeria and Daiisey relating to common
frontier control posts and the architects plans for the construction of
the first of these posts have been drawn up. Under this convention the
customns officials cof both.countries will inter alia give all possible
assistance to each other for the or erly and rapid conduct of thelr res-
pective controls aud will undertake official investigations on behalf

of each other.2 It is hoped that further conventions of this nature
between Nigeria and the other countries mentioned above will shortly
materialize. The negotiations involved in the fraﬁing of these conven—
tions will no doubt forge valuable linis betweeﬁ the respective customs
administrations and thus lead.to arrangements for the mutual exchange

of information and reciprocal assistance at headquarters level.

27. The last of these recomrendations was to the effect that a permanent

body be set up to deal with the whole question of relations between customs

l/ The term here has a twcfold neaning: perscnal trading among populaticns
living in frontier areas and petty conmercial trading. ' ‘

g/ Article 25.
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administrations in West Africa, on the undersianding that it does not
‘dupllcate the work of any ex1st1ng body. It is intended to actlvely

pursue thls matter frcm the Sub reglonal offlce of ECA at Niamey.

Tralnlng

_:28. At qulte an early staaa in thc survey it was Tound that personnel
_problems were loomlng large among the dlfflcultles facing West ifrican
'customs admlnlstratlons. These were mainly of two kinds: skortage of
staff and lack of tralnlng. There was an urgent need for a solution of
the problem of Vocatlonal tra1n1ng for customs personnel but. the means
of soJV1ng it was not readily apparent. There is- in West 4frica no..
customs tralnlng college in the reazl sense. It is. true that a few countries
have systematlc tralnlng programmes and organlze their own basic training
courses.“ But many others, net hav1ng their own facrlltles, still have
to rely on tralnlng abroad and staff con31deratlons are inclined to make
this a slow process. A short period of in-service training has to take
the place of separate basic training until such time as the staff can
be spared and the vacan01es abroad exist. Moreover, there are few 0pp-
‘ortunities’ for 1mprov1ng the skill of the more senior staff and prov1d1ng

“the type of advanced tralnlng needed to prepare ‘them for t0p posts.

‘29; Reallzlng 1t to he an essentlal flrst step to all reforms, the .
Secretariat gave prlorlty, iu the area of techniecal assistance, to customs
training and submitted s project to the Working Party for organization

of courses.1 4 twofold recommendation emerged as & result of this to

the ef ect that courses for English-speaking officers with higher
educational qualifications should be introduced by the LCA in cwoperation
with the Nigerian Government, and that the basic courses already being
held in Nigeria be made available to tlioge other English=~speaking cour bries
in West Africa which had not yet established their own training schemes,
There was no recommendaticn on training in the French-speaking countries
since these preferred to continue sending their officials to the customs

training college at Neuilly (near Paris).

1/ E/cN.14/%pCh .4,

§

F o S TR b o T S o AR e BT
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30, A brief_réport on the first LCA Customs Training Couse for English-
speaking West African customs-officials, held.aﬁ_Lagos in October and
Novemﬁer, 1962, was presented at the first session of the Standing
Committee on Trade E and a full report was submitted to the fifth session
of the Commission.2 Seventeen trainees from four countries attended and
the syllabus was designed to increase technical proficiency in all fields
of customs activity. 4 second ECA course has recently been completed
" at the University of Ibadan in September 19E3 and is the subjecf and sep-—
arate report for presentation to the second session of the Standing
Committee on Trade.? Based on the experience gained last year, the latest
syllabus was more advaunced, being mainly concerned with general principles
of customs taxation policy and departmental organiéation, but a number

of important technical subjects were retained and three of the main subjects
‘wure treated as sSeminars. Nineteen trainees from five countries part-

icipated.

31. The'value of the opportunity which ﬁhese courses present for the
-exchange bf ideas on cuétoms matters among West African officials, camnot
be overestimated. They also contribute fo a feeling of economic solidarity
amohg the countries of the sub-region, and may be regarded as a step in

the direction of African unity and economic integration.

i} E/CN.14/STC/15 |
2/ E/cN.14/226
3/ B/cN.14/8TC/. ..
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(b} The FEastern African Survey 1963

Geographical, Political and _.conomic Factors

32. ‘Por the purpose of this paper, Eastern Africa includes the countiies
mentioned in paragraph 8. Up to the time of writing, the customs survey
of this area is incomplete as it has only been pbssible to cover 8 of

the 14 terrifories previously named. Moreover, it is a subject ﬁhich
would justify much wider treatment than is possible within the time and
space available. Its scope must be limited here by the need to view it

in a regional prospective.

33. The most striking feuture of the area is the small number of its
political units. PFractically the whole of this vast area is taken up
by the seven large unite of the Sudan, Ethiopia, Somalia} East Africa,
Rhodesia/Nyasaland, Mozambique and Maudagascar, but chanzes in fhe
political picture are due to take place in the near future with the
dissolution of one federationg/ and the proposed formation of another%/
Prom the long term view, of the proposed Iast African Federation to _
create an even greater economic unit by iﬁcluding of its northern and
southern neighbours has recenfly been mooted. In contrast with the West
African area, many of the national frontiers coincide roughly with geo-
graphical features: Somztimes these consist of formidable natural bar-—
riers and the consequent difficulties in maintaining adeguate cdmmﬁniba—
tiohs tenc to inhibil the expansion of sub-regional trade in these areas,
but in other cases natural features have the Teverse effect by providig

& convenient means of communication, as for example the Creat La¥es,

34. The population of the area is approximately 72 million and the ec0nomic
structure is mainly one of subsistence agriculture with very uneven

development in the money economy. TForeign trade plays an important role

;/ Though large in size, Somalia is small in terms of pupulation.
2/ Runodesia and Nyasaland.
j/ Kenya, Uganda, Tan;anyika and possibly Zanzibar,

b AU ¢



E/CN.14/8TC/27
Page 16

in most of the countries, but the proportion of 1ntra«Afr10an trade to
total trade is very small. The main channels of forelgn trade are those
of the many Commonwealth countries and the Sudan with the United .'ingdem;
of Ethiopia with Italy Japan and the United States; of Lozamblque with
Portugal and of Madagascar with France.. The Pederatlon of Rhodesia and

Nyasaland also has a con51derab1e trade lin: with South Africa.

35. In some cases, the movement of goods in transit through nelghbourlng
countries features more largely than the inter-territorial trade between
‘chem.:L On the other hand, certain countries2 function as quite important

entrepots for the distribution of goods amongst their neighbours.

36, These movements in transit are often of vital importance to. the
country of origin or destination. Rhodesia/Nyasaland depenss for its
very exisitence on the transit of its copper, tobacco, tea and cotton to
seaports through neighbouring countries. At present, this traffic is.
mainly routed through Mozambique via the port of Beira, but there is

an alternative route through the Congo and Angola. A rail link is also
being considered between Northern Bhodesia and Tanganyika but the terrain
in the Northern federition section is very difficult and the difference
in gauges prezents a technical problem. However, a survey of the route.
has commenced. There already exists a scheduled weekly road transport
service between Northern Rhodesia ~nd Kenya which also provides .a road
rail transit link with Dar es Salaam by connecting with the Tanganyika
Central Line. There is an alternative road/water/rail link, via Lake

Tanganyika, but this would be a long and expensive haul.

37. There is a busy rail road tpansit link between the ports of Mombasa
and Dar cs Salaam on the one hand and the Congo, Rwanda and Turundi on
the other. TFor the h- dling of iransit traffic with the Congo, Belgium
has for many years maintained a customs-free base at Dar es Salaam and

another at . - - on Lake Tanganyika. 4n Anglo-Belgian Convention of

&/ As for example the movements through logambique to and from Rhodeslia .
and I asaland. :

2/ Such as Kenya and Uganda.
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1921 which guaranteed freedom of tran51t and made other concessions hae o

been replaced by a new agreement under which a Four-Power Commission

representing Tanganyika, the Congo, Rwanda and Burundi will administer

the port sites at Dar es Salsam and Kigoma. The terms of the new con-

. vention regarding customs matters are thought to be largerly unchanged
and the same freedom of transit tc be assured., Although initialled, i*s
ratification awaits settlement of the question of compensation; meanwhile

its a¢tual terms remain secret,

38. Tfansit traffic between Moﬁbasa and the Orientale province ef the
Congo moves to 1ampaLa or Rasese in Uganda by rail and thence by road

to various border crossing p01nt. In this manner, goode from bonded
stocks in Kampalal/have been despatched as far as Stenleyv1lle. But tke
smuggllng of duty-unpald goodeg/ back into Bast Africa has reached such
large pr0port10ns that the government recently urOhlblted the export by
land of any goods, é/ex bond or under drawback. This has now limited

the tran51t trade to a few genuine consignments moving dlrectly from
overseas via hombaea to the Conbo, Ewanda or Burundi, but after an initial
setback, movements from the henya and Uganda entrepots have been resumed
in the form of duty~pa1d goods é/ ‘
39. This trafflc, whichk plays such an 1mportant part in the trade of

the sub-region is already hlghly developed and few of the technical

customs difficulties confronting the West African sub-region are present-
here, except along the borders of the Congo. Sinbe'mOSt movement is direct

and in:bulk by locked containers, there is usually adequate customs security

1/ Such as petroleum products from bonded installations.
_/ Mogtly 11quors, petroleum products and plece: goode.
_/ Except’ petroleum in bulk

_/ However, the tradltlonal source of supply for petroleum products, along
the eastern shores of Lakes Albert and Tanganyika is still from duty-~
unpald stccks on the other sides of those lakes.

BT T et b - SRR i Tt e s
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and delay to traders iB consequently reduced to a minimum.l/ No customs

charge is levied on transit goods in this area.g/

40. There are, however, certain aspects of the transit trade of the Congo,
Rwanda and Durundi via East Africa which are causing some concern to fhé
governments concerned., The difficulties in this connexion seem to stem
largely from the weakness of the Congolese franc. One aspect in parti'
icular is the large gquantity 3 of coffee which is being smuggled from

the above countries into Uganda and Tanganyika as "head" traffic. East .
Africa objects to t ese movements as they erode its guota under the Inter-
national Coffee Agreement and lower the reputation of its coffee. Thus
they are aécepted by buying centreé, but segregated as fofeign coffee

in tfansit. ' This has the effect of encouraging rather than discouraging -
the traffic. The grugeled coffee is sold for zast African shillings or
bartered for goods in pfeferencé_to the normal method of sale to a
Congolese dealer, involﬁing bayment of export duty, or to the marketing
boaxds in Rwahda and Burundi for legitimate export, In the same way,

tin 6ré from Rwanda is illegally moved to Uganda, where it is sold and
then treated as Uganda tin, thus bringing royalties to the East African
government. All this illegal movement results in very large losses of

foreign exchange to the Congo, Rwanda and Burundi.

41+ The sumggling of duty-unpaid East African goods from the Congo back
into Uganda and Tanganyika< was likewise a potential threat to East Africén

customs revenue until the Government took the drastic step of insiéting

;/ E.g. Rhodesia/Nyasaland'tradefé cln,.if they so wish, pre-pay the duty
on their goods at Beira, so0 that they can be sent straight to their
- destination in Rhodesia/Ngasaland without further formalities.

g/ Except on movements through Ethiopia from the Red fea to eastern parts
of the Sudan, and vice versa, on which a transit fee of 13% ad valoren
is payable. : N ‘

;/ Estimated at 40,000 bags a year.

4/ With the unofficial rate of exchange fluctuating from 30 to 50 Congolese
francs to the East African shilling, payment at the official rat of
9 francs is clearly uneconomical.,

ﬁ/ See paragraph 38 above.
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on the ‘payment of duty for most of this entrepot trade, which.is also
transit movement in the wider sense, This prohibition will no doubt ru=-
main in force until frontier control can be made suf11c1ently effectlve
for the rellablllty of landing certificatrs to g0 unguestionsd. Lean-
while, such situations will continue to inhibit expansion of the trade
of East Africa and Torthern Rhocdesia with the Congo, prospects of which

would, otherwise be quite favourable.

Customs sdministration

42. A very favourable geographical situation exists here, in that only
elbht mainland customs areas are at present to be found in the whole area.
There has so far been no political fragmentation and consequent formation
of newly independent customs administrations, as in West AfricaT/ On the
contrary, the large customs areas on the eastern side of the contlnent
have been in their present cohesive state for some tzme,2 and this has
enabled them to evolve stable and for the most part efficient customs
organizations. A high desree of developm.nt has been reached in the
operation of most custons techniques and it cannot be said that tirere

are serious technical and administritive custome problems in the way of
expanding the inter-territorial trade of mo: t of the area. In fact, the
existence of the large common mar-ets of Kenya, Jganda and Tanganylka'

of Nyasaland, Northern and Southern rhodesia; and the large domestic
markets of the Sudan -nd . ~thiopia provide a very favourable climate for
the expansion of such trade, particularly if Pro.ress can be nade in
harmonization of tariff policies, preferential arrangements or modification

or expansion of existing forms of economic integration.

43. Political development are, however, givin., or are llkely to give,
rise to certain practical difficulties in the nezr future. One problem
will be the need to form separate customs administrations in both.

Northern Rhodesia and Fyasaland on dissolution of the Federation, 1nv01v1ng

the credtion of new headquarters orpanlzatlon in each case, with consequent

l/ The dissolution of the Federation of khodesia and Fyasaland will of
course be an exception toc this.

g/ Fxcept Somalia.
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difficulty over provision of stafif suftficiently qualified for work at
this level. Some fieid staff will also be needed. It is understobd‘that
Nyaééiénd'has cbtained the services of customs experts to deal with

these problems and that Northern Zhodesia is contemplating a similar
course. The LCA hasralso offered its services if organizétional or tech-

nical difficulties are encountered.

44. Recent political develcpments in Zenya, Uzanda, Tanganyika and Zan-—
zibar have resulted in the departure of a number of expatriate officers,
and the policy of Africanization has given prominence to the need for
more training of sfricans to cccupy customs posts in this part of the
sub—reﬁidn, Lilkkewise, the gravitation of some existing personnel to
Southern ithodesia from Northern Rhodesia and R&asaland may give rise to

a similar prbblem in these territories. Ethiopia is also feeling the

need for additional training of staff. Increased facilities will there-
fore be needed to aécelerate the training of :frican customs personnel

in these countries at both the basic and advanced levels. Training
facilities in the Federation of ihodesia and Nyagaland are even now on

a very small scale and on dissolution will not be available to Northern
Rhodesia and Nyasaland as they have been situated in ‘outhern Rhodesia.
Ethiopia at présenf relies on in-service training and sending small numbers
of officiélé for training abroad in various countries. East Africa has
good trainiﬁg‘facilities at Yombasa and Dér es balaam, where basic ecourses

are held in the headquarters buildings.

45. . The Secretariat is taking an active interest in the problem of train-
ing and may be able to introducs a comprehensive programme in the sub-
region next ;ear. It is felt that the muin requirement at present is _
for basic customs training (though advanced courses are also contemplated)
and the'inqﬁiries which have Been receilved from various countries as to

the possibiiity of théir sending junior officials to attend cther natiional
courées are eﬁidence of the need {or such training. The Secretariat is

in the process cf investigating the practical financial aspects of this

programme.
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Tariff lcmenclatures.

46. A study of tariff nomenclatures in the sub-region reveals that the =

pesition is far from satisf.ctory from the viewpoinis of both 1ndustr1a1—
ization and economic integration. In nost Cases, these are unsystematic
alphabetical product lists compiled piecemeal as the need has arisen in

a particular case, but the Tthiopian, Zast African and Rhodesia/Nyasaland
tariffs are all divided into the same main classes on a broad commodify
basis. MHowever, the resemblance ceases at this point and the contents

of each class becomes an alphabetical list of widely differin: products,-
in some cases sxtensively sub-divided. There is nc connection with

either the Drussels or SITC type of tariff.

47. Rhodesia/Nyasaland appreciates the urauitability of its nomenclature
and has already completed the conversion of it to a Brussels type of
instrument. The impending dissolution of the federation has however
prevented its adoption for the time being. It seems probable that three .
separate tariffs will be established on dissolution. The need for a
modern type of tariff instrument is albo appreéiated in L asaland and
Nolthern Rhode51a but 1f dissclution is to be speedily effected there
will be 1nsuf¢1C1ent time for their tariffs to be converted in the
orderly-stages vhich both traders aznd customs officials expect. 4n
excellent oﬁpéftunﬁty would be missed‘however, if these territories
falled to tane advanta e of these changes Ty adopting a Brussels type

1nstrument.

48. Similarly, tle advent of the Federation of .ast africa may also be
an oppertune time to modernize the Tast African tariff for federal and
international purposes. loreover, it is belie%ed that the pace of
industrialization resulting from political devslopments in “ast Africa
will involve so many aﬁendments to the tariff that the limit to the
plecemeal additions to, and sub- lelSlonS of, the pressnt structure will
eventually be reached, FDefore the whole edifice becomes too complicated
and cumbersome, it may be of @dvmntaee to forestall this dirficulty by
1ntr0duct1ng & system under which there is unlinited capacity for expan-

sion in a clear-cut systematic and logical manner.

7 R L
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49. Developing countries in the eastern sub-region may on first sight

be a little daunted by the cohprehensive nature of.the Zrussels Nomencl—i
atﬁie. As in West Africa, the slightly abbreviated and simplified form

of thé Brussels -~ type tariff adopted by Eigeria may be useful as model.
The #CA has recently been able to provide the sast african Cdmmdn ‘
Services Organization with advice on the problem of conversion to a tariff

of this =ort.

%0, There is litile doubt that general conver:ion to tae Brussels nom-.
enclature by those countries who hLave not yet adopted it, would contribdut.
beneficially to the expansion of inter-territorial irade and to the success
of any measures for further economic and political integration in the

sub-region.

Tariff Rates

51. The main features of the tariffs of the countries covered thus far

in the survey are given below.

(i) Ethinpia has a one-line customs tariff with mostly ad valorem
rates ranging from‘5 per cent to 100 per cent and a number of specific
rates applying mostly to high-duty goods and those imported in bulk.

There is also a free list and a residual item of 25%¢ ad valorem. The
tariff follows the principle of placing lcwer rates on raw materials and
machinery, nedium rates on consumer goods and higher rates on luxury goods.
Petroleum products pay in lieu of customs duty a highway tax at specific

rates.

52, In addition to customs duties, both imporited and exported goods are
liable to an ad valorem transaction tax based on the value as assessed

by customs. A4 countervailing excise duty is payable, in addition fd
customs duty and transaction tax, on imporis of sugar and certain types
of piece goods at various specific rates. There is also an alchel con~
sumption fax'payable, in addition to customs duty and transaction tax,

on aleoholic beverages and perfumes at various specific rates. Similarly,
a tobacco moriopoly tax is levied, in addition to customs duty and trans—'
action tax, on tobacce, mdtches, cigarette papers and 1igh¢efs at various

specific rates. Lastly, in addition to all the above duties and taxes,
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an ad valorem municpality tax on the customs value is collected at the
time of importation. The above are all fiscal taxes cecept for certain
protective duties which are to be found in the customs tariff. The. tax
pattern on imported goods is somewhat complicated as a result, dbut the
existencerof an internal transaction tax on both imported and domestic
godds is a useful feature which will provide a substitute for the revenue

which is lost when locally produced goods replace dutiable imports.

53. (11) The Bast African tariff is a single line instrument with five.

different ad valorem rates and a free list, together with some specific—
ally rated items. The principle of non-discrimination has existed since
the Congo Basin Treaties of 1885 and 1890. There is an assisted rate

of 12%5 ad valorem, a standard rate of 25, an intermediate rate of 331‘Lﬁ,
a higher rate of 662/3% and a maximum rate of 755, There is a large
protective element in the tariff, though customs duties are still a main
source of revenue. There are also additional duties on a few agricultural
products known as the Suspended Duties which were introduced as a result
of disagreement by Uganda .nd Tanganyika with Kenya's propcsals for in-
creased protective rates, the former being unwilling to penalize their
consumers to preserve Kenya's protectionist policies. They remain sus-
pended until invoked by any of the three territories and as was expected,
Kenya has used them the most. They are the only significant departure
from a vwholly common tariff for Zast Africa, but their application has
been kept to .the minimum. There are no import charges other than customs

duties in PBast .frica at present.

54. (iii) Rhodesia/Nyasaland has a four line tarirf wlthk a large protect-

ive element, the first I!ne applying to countries which do not graht mosgt-
gavoured~nation treatment or with whom there is no bilateral or pultila=—
teral trade agreement; the second line to GATT Contracting Parties; the
third to Commonwealth countries (except tle United Fingdom, lalaya and
Tanganyika), Commonwealth trusteeship countries, Ireland, South Africa,
South West Africs, the High Commission territories and lozambique; and

the fourth line to the United Kingdom, Malya, Tanganyika, British Colonies,

Protectorates and Protected States.
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55. DPrio: o fearatlica, il.¢ Congo Dausin Trezties applied to sections
of Northern Ihcdesia And Uyasaland, but wien the federation was formed,

lig- " =4 under then. Uow, on dissolution, it is

o

they were no longer o
possible that they wili huave to revert to their obligations under them,

and the‘coasequent Fivizion of flie two countries once more into "conven~
tional' and aon-conveniional' areas would impose an additional adminis-

trative burder on +l s customs services.

56. The fzdseral tzriff les “standard” revenue rates on consumer goods
of 305, 2285, 20, and 10k, reading from lines one to four (with some

small variaticns),; and "industrial" revenue rates on raw materials,

o0
n

o

capital goods and tnsic noceseaitiss of 100, 9%, free, free; or 10k,
freé; free, freo: or free throuclout.  4As a general rule, where rates
are increaed above theso -levels, sucl increases are for protective
reasons. lany items zre cubiect to "suspended" duties at rat:s lower
than those of $he sudstantive item and usually intended to meet a part-
icular comrercial or irdustrial need for the tim. beins. There are

no import sharges other tha: customs duties.

5T. The poseibility is tlat, on dissolution, Southern Rhodesia will re-
enact the prosent federal tarifd whilst Vorthern Dhodesia and Hyasaland
will incluvde a seriuvs oy new-rates to‘meet their own needs and increase
their bargeinins powasr. It rould be o pity if'in thelir desire for
econqmic geli-sufficiencvy they were to lose sight of the need for as

nuch harmonizaticn of dﬁty rates as possible within the area. It is des—
irable to aveld irc:ntives for smuigling, in an area now relatively free
from sericus trouhblie in this direction. Thaere is also_the greater need .
to preserve Lavmonizztic: Of tariff policy ih: the interesis of progress
in economic invegration itowards the ultimate goal of african unity.
Detericration in this matler c¢ould possibly be prevented by greater tariff

harmonizaticn batueen Lasi ol Lca on the one hand and Norther Rhodesia

and Fy-saland cn the other

Valuation Proczdure

58. Tor a iarge part of the arca there is a standard method of valuation,

-

based on the Drusssls Definitior of Value. This is applied almost fully
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in Fast Africa, although the territories are not parties to the Brussels
Convention. 4 similar situation exists in Ethiopia and Zanzibar, except
that in the former.goods iriported via Djibouti are valued &t their c.i.f.

price at that.port.l'

59. But in Rhodeéia/ﬁyasaland, valuation ie b.sed on the domestic value

in the country of export. Tiis srstem, a legacy from South frican
procedure, is not preatly faveured under the modern conception of valu-
ation, but is still retained in a feir important countries.2 It is conceded
in the Federation, however, that this method may be somewhat outdated

and that the Brussels Definition may be preferable. Domestic value is
sometimes more difficult to ascertain, may present = Lreater revenue risk
and involves the addéitional expense of posting investig-tors at countries

of origin.

60. The process of valuation is usually centralized at administrative
headquartérs, but there are valuation officers in nost major ports and
value can normally be determined thére. Where separate valuation
branches do not exist, checie on local valuations are carried out at

headquarters.

Incentives to Economic and Industrizl Development

61. It is noticeable that in certain countries of the sub-region there .
is less dependence on indireci tazation than is usual among developing
countries. Except in [thiopia, there is not much tendency for other forms
of indirect taxation to supersede customs dutiss =as industrialization
progresses. Hather has the proportion of direct taxation increasea.
‘hilst, therefore, customs duties continue to play an important fiscal
role, an increasing elemeht of protection has made its appearance in
tariffs, and the administrztive machinery for dealing with the level

of protective duties already e:ists in a number of countries.

1/ Under the tercs of the 1961 Reilway Agreement

g/ One of these, the United Itutes, has just decided to abandon this
system.

s a2+
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62, In addition to protection there are other incentives to economic

and industrial development in the customs field. The East African

tariff affords considerable relief to development goods.l/ In addition,
relief is afforded to certain approved industries by the refund of

duty on imported components used in the manufaciure of their products,
Drawback is obtrinable on exports of locally manufactured excisable goods,

or they may be exported duty-free ex bond.

63. In Rhodesia/Vyasaland, a hig:er stage of industrial development

has been reached and consequently there is more emphasis in the tariff

on protection of established, rather than infant, industries. Since
protéction is never a single concept, other concessicns are also offered.
The "suspended" dutiesg/amount to a reduction or total removal of the

duty on all imports of a particular cemmodity for the tine being; irres-
pective of their ultimate use. It is necessary to distinguish these from

a further type of relief, the so-~called magnufacturers' rebates" under
which certain approved industries can import their raw materials at reduced
rates or duty-free. The former concessions cause no administrative dif-
ficulty, but the latter have to be investigated and policed by the customs,

resulting in much additional wori without any corresponding revenue return.

64. Ethiopia has a similar gencral exemption from duty of industrial

and agricultural machinery but this does not extend to raw materials and
building requisites such as structural steel. The free list in the

tariff istself does, however, af.ord relief to many other Cevelopment
products. Zanzibar alsc has a special exemption from duty of plant and
equipment for the use of approved industrial and comnercial enterprises,
since the tariff itself affords no specific reliefs other than gnerally

lower rates for capital goods.

l/ By admitting éuty~free such naterials as industrial and agricultural.
machinery, tractors, road-making vehicles, constructional steel, other
building materials and fertilizers.

2/ See Paragraph 56 above
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III. CCHNCULUSION

65. It only Temains to conciude this report with a brief reference to.
the measures which the Secretariat has in view for the completion of the
survey, and certain other avenues which night profitably be explored in

the technical assistance field.

' 664 Preparations are already in hand to extend the survey to the North

African sub—region.l When it has been completed, the Standing Committee
on Trade may recommend on the means of future consultation between the
countries of the region, which is so essential a measure for the resolution
of custome probloms concerning standardigation, harmonization and simpl=~
ification of gystems and procedures. This could be either through the
sessions of the Committee itself or through the creation of further work-
ing partics to deal with specific custons problems. Reference misht also
be made here to the usefulness of the meetings of senior officials at

the advanced customs training courses organized by ECiA. Valuable opport-
unities are presented at the short seminars forming part of these courses
for participants to discurs outstanding problems and make recommendations
for their possible solution in the reports which they are required to

submit to their Governments on returning to their respective countries.

67. 'The Committee may feel that the greatest need in the field ¢f tech-
nical assistance is for the establishment of joint residential customs
training colleges in .frica to provide for the full training of officials
at both the basic and advanced levels. Only a very few countries have
training facilities at present and none of these provide the residential
element which is so essential for the valuable exchange of ideas between

the officials of the various countries.

68. A4nother outstanding need is i'or technical assistance in the conversion

of tariffs to the Brussels Nemenclature. Pew countries have the staff

l/ Consisting ¢f the United Arazb Hepubliec, Lib;a, Tunisia, Algeria and
Morocco for this purpose.
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available for t.is work and thé}e'is-écope for a team of experts to
concentrate on it for an extended periqd in both the ¥est and castern
sub-regions once the governments have decided on it. Some countries

may feel that revision of tariff rates should be coupled with conversion
of nomenclatures to take into account thc inadequacy of fiscal type of
tariff structre for modern industrial needs in developin; couniries.

Such tariff revision may take into account the tendency for the protective
element to increase at the expense of the fiscal element and to extend

to a comprehensive system of dr:wbacis and rebatesy and for internal
indirect taxation, levied equally on both the national and imported pro~

duct, to replace partially the fiscal element of the tariff.





