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ORGANIZATION

1.

The Dissemination Conference on Regional Integration and Trade Liberalization in Sub-

Saharan Africa was held at the Economic Commission for Africa (ECA) on 10 and 11 October

1996.

It was jointly organized by ECA and the African Economic Research Consortium

(AERC) as a forum for AERC to present the findings of the above study which it has just
completed.

2.

Participants in the conference, invited in their own capacities, came from varied

backgrounds:

Researchers and practitioners, members of AERC network; international and

regional organizations; and African Embassies based in Addis Ababa.

The list of participants

is shown in Annex I to this report.

OPENING

3.

The opening session of the conference was chaired by H.E. Ato Brook Tebebe, Deputy

Minister of Trade and Industry of the Federal Democratic Republic of Ethiopia, who welcomed
all participants and wished the meeting success.

4.

In welcoming the participants to the conference, Mr. K.Y. Amoako, the Executive

Secretary of ECA, stated that the meeting was a hallmark of the Commission's new commitment
to forging strategic alliances with institutions such as AERC in order to leverage resources for
the good of Africa. He briefly referred to the renewal process under way in ECA, which among
its strategies, would turn ECA more into a networker of ideas rather than a generator of
numerous reports.

For instance, ECA can significantly enhance the policy impact of AERC's

research through advocacy to African policy makers given its direct access to Africa's
governments.

5.

Regarding the Conference, Mr. Amoako stated that its main goal was to provide a forum

for dialogue among policy makers, African researchers, leading international experts, and
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regional and international organizations on regional integration and liberalization in Africa. He
emphasized that African countries want to become a stronger, more integral part of the world
wide-move towards political pluralism and democracy, globalization, and liberalization of the

world economy and greater integration of financial markets. The Executive Secretary expressed
the hope that the conference would look both at the policy fundamentals and institutional aspects
related to this challenge.

6.

Referring to the world's newest vibrant, high-performing economies, Mr. Amoako

intimated that a dynamic outward-oriented trade policy is an important strategy for attaining
sustained, robust economic growth and highly competitive structural transformation. Globally,
the Uruguay Round of trade negotiations has brought about substantial changes in the attitudes
of governments towards trade policy.

However, many countries in Africa are lagging behind.

The Commission believes that the process of integration in Africa should be based on two sets
of

fundamental

policies:

market

integration

through

trade

liberalization,

monitoring

harmonization and private sector promotion; and expansion and interconnection of Africa's
physical infrastructure.

7.

The Executive Secretary put forward three issues for consideration by the Conference:

(a)

Issues of the cost of trade reform - specific measures that governments can take

to minimize the transition cost and reduce the chances of policy reversal and market distortions;

(b)

Obstacles to trade integration - in particular transport cost which continues to

place Africa at an important cost disadvantage relative to its competitors; and

(c)

The whole question of trade agreements - since regional commitments may be

harmful, unless developing countries make such arrangements with each other in the context of
genuine none-discriminatory and liberal import policies relative to the rest of the world.
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8.

In conclusion, Mr. Amoako urged the workshop participants to give urgent attention to

the policy framework that would enable Africa to optimize the potential contributions of its

regional and subregional arrangements to the Continent's global integration, and reaffirmed
ECA's commitment to promote economic integration in Africa within the framework of the
Abuja Treaty.

9.

In his opening remarks,

Professor Benno Ndulu,

emphasized the uniqueness of the conference in two aspects.

Executive Director of AERC
First, it provides a significant

opportunity to share with such a broad range of stakeholders the results from locally-based
research which seeks to inform and influence positive action towards a better future for Africa.
Second, this conference also highlights the great potential for forging strong partnerships among
research and policy interested communities in seeking well-informed and home-grown solutions
to this region's development problems.

10.

Referring to the renewal of ECA, Professor Ndulu noted that it is very opportune to

providing a focal point and leadership for enhancing these partnerships and harnessing the
continent's intellectual resource in support of sustained development.

11.

With regard to the subject of the conference, the Executive Director stressed that the

dangers of marginalization of the Africa region are real at the time when the rest of the
developing world is making notable strides towards catching up with the developed world. The

challenges which this region faces are not limited to averting marginalization alone, but to do
so in the context of a rapidly integrating global economy.

12.

He noted that the conference provides an opportunity to take stock of experiences to date,

seek an understanding of what leads to success or failure so as to move more positively into the

future.

In this regard, he stressed the significant interfaces between regional integration and

trade liberalization which makes the simultaneous deliberation on both issues particularly useful.
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13.

On the issues of regional integration, he highlighted six issues:

(a)

The wide acknowledgement of the fact that past efforts at regional integration have

borne little (if any) realization of the objectives of the numerous initiatives pursued in SSA;

(b)

The emergence of "Developmental Regionalism" as a concept which significantly

redefines the objectives and goals of regional integration;

(c)

A rising trend in unilateral trade liberalization in the individual countries and its

impact on common external tariffs;

(d)

The emergence of "open regionalism" which ties regional schemes to the rising

trend of global openness as bound by the rules of the World Trade Organization and enshrined
in the Uruguay Round to which most African countries are signatories;

(e)

"Variable Geometry" which enables parts of a region to proceed with different

aspects of integration and at different speeds is increasingly being advanced as a positive
approach towards realizing broader goals of regionalism; and

(f)

The principle of "subsidiarity" which broadens the range of involvement of

stakeholders in regional integration schemes.

14.

Regarding trade liberalization, he raised five issues for consideration by the conference:

(a)

The increasing acceptance of the fact that openness to trade and finance is an

important ingredient to successful growth and technological advance;

(b)

The recent advent of the liberalization of trade regimes in this region, which opens

up and facilitates trade with the outside world, which has largely been associated with "hard
conditionality" related to adjustment lending and economic reforms;

^**3^^

5

(c)

■

The appropriate design, speed and sequence of liberalization which minimize the

expected costs and the political process/resources best suited to handle these concerns;

(d)

Issues of sustainability of trade liberalization in various countries of this region

in light of frequent partial or total reversals of liberalization episodes experienced so far
experienced due to a variety of reasons; and

(e)

15.

Issues of binding unilateral trade liberalization measures.

Professor Ndulu then called upon the conference to candidly explore three key issues:

lessons from past experiences; how to adapt to new realities; and which way forward.

16.

In conclusion, the Executive Director thanked all those institutions and organizations

which have supported the work of AERC.

17.

Goodwill messages from the Secretary General of the Organization of African Unity

(OAU), the President of the African Development Bank (ADB) and the Executive Secretary of

the Global Coalition for Africa (GCA) were read to the participants by their respective
representatives.

18.

In a message delivered by Dr. Oyugi Aseto, Acting Director of EDECO, the Secretary

General of OAU, Dr. Salim Ahmed Salim underscored the importance of regional integration
and trade liberalization in Africa's development. The Secretary General stated that Africa had
been concerned about regional integration since the colonial times when freedom fighters were
calling for some form of continental integration. In order to make this a reality, the OAU had
adopted the Lagos Plan of Action in 1980 which called for the establishment of an African
Economic Community. The Abuja Treaty of 1991, which came into effect in 1994, was a major
milestone in this direction.
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19.

The Secretary General, however, expressed concern about liberalization of trade policies

and financial reforms which have resulted into massive influx of foreign goods into African
markets, leading to slow growth of Africa's exports as compared to other developing countries.
He hoped that the workshop would make a major contribution to concrete realization of efforts
aimed at regional integration and trade liberalization to the benefits of Africa.

20.

The President of ADB> Mr. Omar Kabbaj, in his message read by Professor Ndulu,

recalled that "--the unity and integration of our Continent- constitutes a major raison d'etre of

Africa's regional and subregional institutions--".

However, much remains to be done in order

to achieve this goal, in particular "--to advance the integration process from the present stage
where various institutional framework have been put in place to a more functional approach..."

He, therefore, expressed the full support by the Bank to the endeavour of AERC and stated that
the Bank looks forward to the findings and contributions of research groups such as AERC to
the collective understanding of the challenges and opportunities of regional integration in Africa.

21.

The message of the Executive Secretary of GCA was read by Ms. Aileen Marshall who

stressed that effective regional integration is essential for Africa's development and has been a
priority area for GCA since its inception. Noting that while globalization and liberalization of
the world's economy has made regional integration an imperative, African countries remain the
least integrated within itself as well as in the global environment. However, the Executive
Secretary acknowledged that some changes in Africa have produced a conducive environment
for accelerating the process of integration, notably cross-border initiatives and regional
integration in the security and political spheres. Finally, he called upon the conference to look
closely at lessons from past experience in order to do things better in the light of present
realities.
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INTRODUCTION TO THE WORKSHOP

22.

Mr. Ibrahim Elbadawi, AERC Research Coordinator, made a brief introduction to the

workshop by recalling the activities of AERC during the first three phases of its operations,

1988-1996 in pursuing its commitment to excellence and effectiveness. These are:

(a)

Strengthening and helping retain local capacity for policy analysis research to

support improved economic management in Sub-Saharan African countries;

(b)

Enlarging the pool of qualified and competent researchers, policy analysts and

policy makers; and

(c)

Promoting the application of high quality research and enhanced skills in the

economic policy context.

23.

Regarding the fourth phase of its activities (1997-2000), AERC intends to emphasize, as

one of its strategic directions, the forging of partnerships and exploiting synergies with other
initiatives. In this regard, the organization has adopted collaborative research approach which
emphasizes partnership with Pan-African research and policy organizations such as ECA.

24.

In explaining the collaborative research modality, Mr. Elbadawi singled out the project

on Regional Integration and Trade Liberalization, the subject of the Conference, as an example

in which a group of African researchers and their counterparts elsewhere jointly research a topic
on a well defined set of issues to produce a rigorous, policy-relevant critical mass of literature.

Other studies undertaken under the collaborative research modality included: The African
Experience with Financial Markets and Monetary Policy; Comparative Development Experiences
in Africa and East Asia; and Poverty, Income Distribution and Labour Market Issues.

25.

In conclusion, the Coordinator noted that the conference is a beginning of a long lasting

partnership with ECA which would significantly enhance the policy impact of AERC's research
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through dissemination and advocacy as well as useful feedback into the design of future research
projects.

Session I

REGIONAL INTEGRATION AND TRADE LIBERALIZATION
IN SUB-SAHARAN AFRICA

Summary Report: by T. Ademola Oyejide
Project Coordinator

26.

Dr. Ademola introduced the above report, which described the collaborative research

project on Regional Integration and Trade Liberalization in Sub-Saharan Africa, including an
articulation of its key components and objectives. The report identified and discussed the issues
the project focused on, the major findings, and results of the research, and the principal
conclusions and their policy implications. The project was conceived and implemented in the
context of the collaborative research modality of the African Economic Research Consortium
(AERC).

27.

The project comprised two major components, namely: a set of framework papers that

set the stage for and guided subsequent parts of the project and case studies as the vehicle for
the empirical analyses of the issues articulated by the framework papers. The following case

study countries were selected on the basis of criteria that reflect their geographical location,
membership in a particular integration scheme, size and level of development, namely: Cote

dTvoire, Ghana, Kenya, Mauritius, Nigeria, South Africa, Tanzania, Uganda, Zambia and

Zimbabwe.

The regional case studies covered six regional integration schemes, namely: the

Economic Community of West African States (ECOWAS); the Communaute Economique de
1'Afrique de l'Ouest (CEAO) together with its successor, the Union Economique et Monetaire

Quest Africaine (UEMOA); the Union Douaniere et Economique de 1'Afrique Centrale
(UDEAC); the Preferential Trade Area for Eastern and Southern Africa (PTA), together with
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its manifestation, the Common Market of Eastern and Southern Africa (COMESA); the Southern

African Development Coordination Conference (SADC), recently transformed into the Southern

African Development Community (SADC); and the Southern African Customs Union (SACU).
Also included in the regional case studies was an analysis of unrecorded cross-border trade and
trade flows in sub-Saharan Africa.

Findings

28.

It was observed that, despite the enthusiastic rhetoric in favour of regional integration

arrangements in Africa, most of these schemes have not been successful for the following
reasons:

29.

(a)

Consensual decision-making arrangements;

(b)

Overlapping and often conflicting integration scheme memberships;

(c)

Lack of regional level monitoring of the implementation of decisions;

(d)

Unwillingness of governments to cede authority to the regional bodies; and

(e)

Subsequent lack of power by the regional secretariats to take initiatives.

It was further discovered that in many cases the chosen integration instrument

discouraged rather than promoted intra-regional trade in the following ways:

(a)

Non-compliance

with

or delayed

implementation of agreed

liberalization

schedules; and

(b)

The domestic policy stance in these countries had been generally at variance with

the ideals of regional integration.
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30.

The studies, however, revealed that national level liberalization were more successful,

the most dominant among the stimuli for trade liberalization being linked to conditions imposed
by structural adjustment programmes.

On the other hand, it was observed that some trade

reforms lack credibility because they are in most cases donor driven and thus subject to reversal
upon the whim of the government. Secondly, the reluctance of governments in some countries
to refrain from using traditional trade policy instruments for addressing issues of macro
economics incompatibility made policy reversals virtually unavoidable.

31.

The studies further indicated that liberalization should not be construed as complete lack

of trade controls.

It was noted that some degree of protection is necessary as part of the

protection measures aimed at encouraging the expansion of the region's manufacturing sector.
Import protection should be moderate, strictly limited, time bound, and related to some clearly

understood and measurable performance standards.

The studies also revealed that the

achievement and continuous maintenance of macro economic balance and stability were essential
to successful trade liberalization. Lack of credibility of reforms was a major factor in the poor

performance of many liberalization attempts.

It was recommended that African governments

need to establish appropriate mechanisms for enforcing the policy restraint necessary for macroeconomic stability.

32.

One picture which emerged from the study, related to the global market. Economies that

were willing and able to participate in the global market place have been the most dynamic.
Globalization offered important opportunities for accelerating economic growth all over the

world. Countries and regions of the world that are unable or unwilling to integrate themselves
into this emerging mainstream of the global economy might not benefit from the growth enhancing features of globalization.

It was noted that the African experience suggests that

inadequate integration into the world economy and consequent lack of growth have led to the

regions marginalization in the world goods and capital markets.

Participants, however,

cautioned that while trade liberalization efforts in Africa often show positive results, African

regional integration schemes have not met expectations.

They suffered from design and
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implementation problems, and their potential would not be realized until both of these problem
areas were appropriately addressed.

33.

Participants further noted that trade liberalization per se cannot bring about development

and regional integration, because of other factors like political stability and increased imports.
It was noted that some forms of protection hinders production of exportable commodities and
that full liberalisation was desirable.

In cases of full liberalisation it was observed that there

should be more exports to counter imports.

Participants also noted that unilateral trade

liberalisation that does not build into regional schemes, normally poses problems.

It was also

recommended that, research be conducted into the extent to which membership into bodies like
GATT, WTO, etc, hinder or promote trade liberalisation in sub-Saharan Africa.

34.

Views were exchanged by the participants on the impact of the AERC activities on the

African development problematic in general, and those related to the economic integration of the
continent, in particular.

35.

Mr. Siddig Salih of the ECA, the discussant, underlined the usefulness of the project in

the sense that it is designed to provide a framework which should facilitate the sharing of
thoughts on issues pertaining to Africa's development. The most important objective of the

project is to achieve the building up of an African research network and to develop collective
research efforts on burning issues such as the impact of the globalization process on Africa's
development strategies.

With respect to that objective, AERC and ECA have initiated joint

activities and are looking for the reinforcement of their cooperation.

36.

Mr. T.A. Kalebe of the SADC mentioned the side effects of the national trade

liberalization strategies on the regional integration process. The most striking case among others

is that of unbalanced reciprocity, in terms of market penetration. It was suggested that research
activities address that issue and formulate appropriate policy responses.
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37.

Mr. M. Diouf of the ECA stressed that assessing the economic integration process in

Africa by focusing on the trade liberalization indicators, in accordance with the findings of the
project, could lead to a misperception of the phenomenon because trade liberalization is only a
segment of a broader approach.

He suggested that the project bypass the trade dimension and

approach the economic integration of the continent on a broader perspective, taking into account
internal structural constraints as well as incorporating in the scope of the research, constraints
resulting from the globalization of the world.

38.

Responding to some of the questions put to him by the participants, Mr. Ademola of the

AERC indicated that the research project is at the first Stage of its activities and has not lost
sight of other factors associated to the regional integration process.

As the Consortium was

trying to review the advancement of the integration process in Africa, it was confronted with one
fundamental question: is integration lagging in Africa because of a design problem or an
implementation problem ? The response to this question will determine the approach and policy
suggestions.

Session n

REGIONAL INTEGRATION EXPERIENCE

Presenters:

Mr. Stephen Yeo, Deputy Director, Centre for Economic Policy Research

Dr. I. Elbadawi, Research Coordinator, African Economic Research
Consortium

39.

A review of regional integration experiences was undertaken within the framework of

studies carried out by the African Economic Research Consortium (AERC) to analyze and assess

the achievement of regional integration schemes against the following stated objectives: (a) trade
liberalization, (b) establishment of common external tariff, (c) promotion of joint infrastructural
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development, and (d) policy harmonization as well as the impact of the global environment on
regional integration in Africa.

What the study tells us:

40.

Experience to date has been somewhat varied; with no clear and convincing evidence of

any significant increase in regional integration as expected.

■ 41.

Concerning trade liberalization, the expectation was that it should result in growth of

inter-regional trade. However, no significant improvement was recorded, neither was there any
strong evidence to indicate that regional integration schemes contribute significantly to inter
regional trade or to economic development in Africa.

A number of factors were identified to

have contributed to the poor performance in this area. Effects of external environment on the
schemes, over proliferation of regional schemes limited the gains, as other competing measures
crept in leading to distortion or retraction in arrangements. Regional integration schemes were
mostly top-down, and therefore did not arouse political support at other levels, including that
of the grassroots and other stakeholders.

42.

In order to appreciate and arrive at an objective assessment of the success of regional

integration, the impact of other variables (such as structural impediments) other than trade on
regional integration schemes needed to be closely examined so as to throw more light and
develop a better understanding. In this respect the proposal to apply the Gravity Model in the
analysis was strongly recommended.

43.

In the area of common external tariff, almost all regional integration schemes in one way

or the other instituted some common tariff measures.

These measures were in general not

effectively implemented and in situations where attempts were made, some were worse off for
a combination of reasons such as imbalances in competitiveness and weak production capacity.

However, only UDEAC experienced limited success in common tax, but this was offset by
increase in tariff.
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44.

Effort in the area of infrastructural development were marked with limited progress as

evidenced in the inadequate physical infrastructural development of most regional economic
groupings.

45.

There were signs of progress in policy harmonization, although at different levels of

success.

The most successful in this area is French West Africa region, and to some extent in

UDEAC in terms of monetary policy which was attributable to the common monetary system
within the French monetary zone.

The Way Forward

46.

There is need to develop and strengthen commitment to programmes involving regional

integration, and therefore the study devoted considerable effort to identify a broad range of
perspective to enhance the move towards regional integration.

47.

Despite the marginal gains realized so far, regional integration concept should not be

rejected, rather the approach needs to be reconsidered in Africa drawing from the ASEAN and
post-war Europe experiences.

48.

Experience to date provides solid justification on economic grounds for countries in

Africa to pursue economic/regional integration for its very survival. Cooperation could be used
as an engine for growth, as it helps to facilitate expansion, stimulates investment flows and build
up capital.

49.

The positive experience of the ASEAN regional integration scheme is worth noting,

especially the increase in trade realized in the late 1970s and early 1980s.

However, the

ASEAN schemes were not directly designed to consciously enhance trade flows, but success has

rather been attributed to other factors, namely: the strong network established by countries

without surrendering sovereignty; and the fact that schemes were grassroots-oriented. Present
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integration schemes in Africa must be adjusted.

Adjustments must be made in the design to

reflect the reality and differences in country size and other economic factors.

50.

A new paradigm is necessary to reflect the changing development environment, a move

away from traditional approach, i.e. from a strategy that emphasizes trade, to one that is
designed to focus on:

(a)

Improving policy environment that is credible to attract foreign direct investment;

(b)

Increasing domestic savings and investment to sustain growth and is sensitive to

and

other structural aspects, including impact of structural adjustment programmes.

51.

For regional schemes to work there must be:

(a)

More agreements than disagreements;

(b)

Recognition of the need for reciprocity in trade arrangements, one that is based

on strong country specific growth; and

(c)
diversity.

Multiple track approach so as not to frustrate slower countries and accommodate
The issue of a dominant member must also be examined to determine its effect on

the group.

52.

Following the presentation of the findings, participants underscored the need for making

progress in regional integration by citing many reasons, while at the same time indicated the
need for strategic vision in the way and manner integration is approached.
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Mr. Kang'ethe

53.

For some, regional integration is a means to an end and must take into consideration

country-specific situations. What is a necessary is to build on internal macroeconomic strength
from which regional integration could be launched.

Mr. Kane

54.

A note of caution was made, calling for a closer look into other variables before taking

positions or drawing conclusions on the effectiveness of integration.

Mr. Kelebe and Ms. Mtamboh

55.

The issue of dominant countries within subregional groupings posed a serious obstacle

to regional arrangements, especially when protectionism hampers expansion of trade.

H.E. Ms. Sophie A. Kalinde. Ambassador of Malawi

56.

The need to take a comprehensive view in our analysis and approach was strongly

recommended. Economic analysis should as much as possible also reflect the social dimensions
such as the role of leadership, popular participation, level of education and how these impact
on economic schemes.

Mr. Kouassi

57.

Some of the failures, according to some participants was due to discrepancies in measures

taken to foster integration - a case in point supporting the need for uniformity was the

considerable increase in trade realizd by the UMOA countries following the devaluation of the
CFA Franc.
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58.

In conclusion, there was general agreement that regional integration is one essential

instrument for promoting Africa's development and the roie of regional integration institution
in trade liberalization should be further explored in future studies.

Session

TRADE LIBERALIZATION EXPERIENCE

Chair:

Hon.

Shamin khan (Deputy Minister, Trade and Industry, United Republic of

Tanzania)

Presenters:

Benno Ndulu (African Economic Research Consortium, Kenya)
Jan Gunning (Free University of Amsterdam, The Netherlands)

Presentation

59.

Mr. Jan Gunning indicated that the country studies were intended to assess the

sustainability of trade liberalization attempts in 10 African countries. The studies showed that
reversal of trade liberalization had occurred in seven out of the 10 countries, for the following
reasons:

60.

(a)

Potential negative effect of donors-driven trade liberalization;

(b)

Reputation/credibility of the government involved; and

(c)

The effects of balance of payments, monetary and fiscal practices.

Mr. Benno Ndulu elaborated on the main factors behind trade restrictions, the impetus

for liberalization, the evidence and consequences of trade liberalization.
factors behind trade restrictions, four categories were identified, namely:

Concerning the main
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(a)

The protective needs of import substitution strategies for industrialization;

(b)

Revenue generation requirements of custom duty and other trade related tariffs;

(c)

Import controls and foreign exchange allocation system; and

(d)

Co-existence of anti-export bias and pursuit of export promotion measures for

manufactures.

61.

The stimuli for trade liberalization included:

(a)

Gaining access to external finance under the SAPs;

(b)

Positive external shocks;

(c)

Own trade liberalization initiative such as those in South Africa and Mauritius;

(d)

Membership in a subregional economic integration scheme.

and

62.

The study moreover provided a positive answer with regard to the evidence of trade

liberalization in African countries:

(a)

Quantitative restrictions have been removed completely or partially converted to

tariff equivalents;

(b)

Tariff structures have been compressed in most countries in the case studies;

(c)

Duty rates have been reduced by almost 50 % in all the 10 countries;
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63.

(d)

Effective rate of protection has been reduced in 7 out of the 10 countries;

(e)

Export taxes have been eliminated in all the ten countries; and

(f)

Trade restrictions have been significantly relaxed.

The impacts of trade liberalization were the following:

(a)

Provision of expanded market opportunities;

(b)

Elimination of parallel markets which has reduced transaction cost;

(c)

Stimulation of export performance through reduction of anti-export bias;

(d)

Change in the pattern of investment and resource allocation;

(e)

Impact on employment which was positive in some countries; and

(f)

Enhanced access to technology.

Summary of the debate:

The discussant:

64.

Mr Z. N. Kahura (Kenya Association of Manufacturers, Kenya)

The discussant listed the problems linked with trade liberalization which included:

(a)

Dumping of goods in domestic markets which calls for the establishment of an

anti-dumping tariff;
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(b)

The

acute

competition

from

imported

goods

due

to

unequal

level

of

industrialization (foreign consumer taste and its impact on domestic products);

(c)

The lack of adequate and reliable infrastructures;

(d)

Reluctance of African manufacturers to accept trade liberalization;

(e)

The possibility of African economies emerging as large "supermarkets";

(f)

Bureaucratic formalities (lack of trained staff to deal with custom formalities);

(g)

Lack of adequate trade and economic information networks in African countries;

(h)

Discriminatory treatment vis-a-vis nationals of

and

neighbouring countries with

regard to investment.

65.

Mr

Mumba

Kapumba.

Zambia,

liberalization and regional integration.

questioned

the

interrelationship

between

trade

African manufacturing was declining as the5 result of

trade liberalization.

66.

Mr F, Kazaura raised concern about the lack of institutional framework to support the

trade liberalization process.

67.

Mr.

F.

Pamacheche. SADC. insisted on the necessity to reconcile the statement made

earlier that regional integration had not promoted trade liberalization, and the progress made in
trade liberalization by some country case studies.
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68.

Ms.

Matongo. Zambia, referring to Zambia and its trade relations with South Africa,

stated that the playing field was not level between the two countries in trade.

Trade

liberalization had a negative aspects in Zambia.

69.

Prof.

Collin McCarty. South Africa, reacting to the Zambian delegation's statement,

pointed out that the problem lay in integrating unequal economies in terms of size, and different
economies adopting different strategies.

One-way flow of trade from South Africa to the rest

of Africa was not conducive to sustainable growth of the region as a whole.

70.

Dr. M. N. Hussain. ADB.

deplored the plethora of policies being implemented at the

same time. There was a need to focus on industrialization in the course of trade liberalization.

71.

Mr. Kwasi Abeasi. Ghana, drew the attention of the workshop on the importance of

involving the private sector in the regional integration and trade liberalization processes, as well
as on the need for African countries to learn from each other.

African countries needed to

develop mutual confidence in each other and to work hard in a disciplined manner.

72.

Dr. Elbadawi: informed the workshop that previous studies concluded that manufacturing

did not suffer initially from trade liberalization.

73.

Mr. J. Ohiorhenuan stated that the process of liberalization had to be adequately

managed.

This depends on the technical capacity of the concerned state.

As regards regional

integration, the current approach would not result in integration of Africa; there was therefore
need to reconcile political and economic foundations.

74.

Mr. P. Qcailap. Uganda, referred to table 2 of the study and requested for clarification

on item 3.4 related to "Own initiative to better performance" in Uganda. There was a need for

policy option in economic reforms so as to give impetus to revitalization of exports.
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75.

Mr. Kahura indicated that integration could be a useful basis for developing certain

industries such as electricity supply and port services.

There was also a need for joint

promotion of investment in the region.

76.

Dr. Benno Ndulu stressed that times were changing in terms of the relationship between

regional integration and trade liberalization. Unilateral trade liberalization programmes appeared

to be proceeding at a faster pace than multilateraUy induced programmes under regional
integration schemes.

Session IV

REGIONAL INTEGRATION AND TRADE LIBERALIZATION: FUTURE PROSPECTS

Chair:

M. N. Hussain (African development Bank, Cote d'lvoire)

Presenters:

T. Ademola Oyejide (University of Ibadan, Nigeria)

W. Lyakurwa (African Research Consortium, Kenya)

Discussant:

P. A. Mohamudally (Ministry of Foreign Affairs and Regional Cooperation,
Mauritius)

Presentation

77.

The presenter of the Collaborative Project discussed future directions of regional

integration and trade liberalization in three main areas.

First, to what extent and how trade

liberalization could be used as an instrument for opening up Africa?

Second, what were the

mechanisms with which Africa could be linked together via regional integration? Third, what
were the various options for linking Africa with the world?
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78.

The first area, Opening Up Africa, was viewed from two contrasting perspectives:

the

first perspective stated that Africa had achieved progress in liberalizing its external trade
regimes; and the second view suggested that the speed and durability of trade liberalization in

Africa lagged behind most other developing countries.

The project further recognized the

constraints to further trade liberalization and the need to take complimentary measures to reduce
these constraints before further liberalization could be affected.

79.

The Collaborative Project proposed the following for future trade liberalization:

(a)

Unilateral trade liberalization should proceed judiciously where serious macro-

economic instabilities exist;

(b)

Alternative approach to trade liberalisation should be developed:

African

countries should work towards building capacities rather than leaving market forces to do it;
in addition, import liberalization should be implemented at the same time as export promotion;
and

(c)

African countries also need to have some form of protection of their industries

in a transparent and time bound framework.

80.

Concerning the second area, linking Africa together, the Project underlined four main

areas to be considered in future prospects for regional integration in Africa:

(a)

African countries should pursue unilateral trade liberalization as the basis of future

regional arrangements;

(b)

There should be political stability and strong national states;

(c)

An enabling environment for attracting cross-border investments should be

created;
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81.

(d)

Multinational export-driven companies should be established; and

(e)

Credible stock markets and financial markets should be created.

With regard to the third area, Africa's integration to the rest of the world, it was noted

that recent policy reforms across the continent suggested a radical shift away from its historic
inward-looking development strategy in favour of greater outward-orientation.

This implies

increasing integration into the global economy in matters of trade, investment and finance.

Summary of the debate

82.

Discussant:

Mr

P.

A

Mohamdally

(Ministry

of Foreign Affairs

and

Regional

Cooperation, Mauritius)

83.

In reaction to the issues raised, the discussant pointed out the following:

(a)

The pace of trade liberalization is slow in Africa because of lack of political will

to implement commitments agreed upon;

(b)

Trade liberalization must be underpinned by increased production and export

bases, and investment in education;

(c)

Concerning regional cooperation and integration, Africa should focus on regional

cooperation to increase production, improve incentives and promote growth;

(d)

There were two possible principles to link Africa together, namely, the variable

geometric approach and the principle of subsidiaries; and
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(e)

With regard to Africa's linkage with the world economies, he disagreed with the

approach of a small group African economies seeking direct linkages with large economic blocs
(such as the European Union).

84.

Mr. M'baye Diouf. ECA. Ethiopia:

The intervener stressed the need for Africa to

pursue the best approach to future regional economic integration.

He pointed out that the main

reason why regional integration had failed was because the approach was not adapted to African
realities. He recognized that the variable geometric approach worked better, as it was based on
mutuality of interests among countries.

He stated that in the future, African countries should

concentrate on addressing the problems related to their narrow markets, infrastructural concerns,
supply capacity issues and diversification policies.

Session V

REGIONAL INTEGRATION PROJECTS

Chair:

A.

Mr. Mbaye Diouf (ECA)

ECA's Paper on African Regional Integration Process:
Some key issues

Presenter: Mr. Yousif Suliman, ECA

Discussant: Professor Jan Gunning

Presentation of the paper:

85.

The session paper was presented by Mr. Yousif Suliman, Officer-in-Charge of the Trade,

Development and Finance Division and the Economic Cooperation Office.

The presentation
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provided

insights into some key issues involved in Africa's regional integration process from

EGA's perspective, in terms of its rationale, experiences, constraints and prospects and
highlighted ECA's role in helping to move the process forward.

86.

Mr Suliman pointed out that the rationale for Africa's integration process is essentially

a means of helping the region accelerate its economic development, transformation and
empowerment, protecting its collective interests, and positioning the continent as a major player
in global affairs.

He mentioned that partly because of dynamic changes on the international

scene including formation of blocs even by the developed countries and partly because of the
internal development dynamics in individual African countries, there is a growing recognition
by African states of the need to redouble their efforts to intensify intra-African cooperation and
integration by enlarging their economic space for trading and production among themselves and
that the signing of the Treaty Establishing the African Economic Community is an eloquent
expression of this concern.

87.

The presenter contrasted past experiences of integration in Africa with results so far

achieved and came to the conclusion that the latter have not been very impressive. He observed
that too much attention had been paid in the past to market integration with quite significant
efforts to liberalize markets through the design and implementation of various trade liberalization
schemes, albeit such efforts have been crowned with very limited success.

In addition to the

problems which these trade liberalization schemes are experiencing, the presenter stated that
there has been very scanty advancement on the production, infrastructural and other elements
that buttress the development of trade.

Lack of progress in developing these structural

requirements, resource constraints, and the general alienation of the civic society in integration
matters because it has not been effectively mobilized in a supportive way, coupled with

bottlenecks of the existing subregional/regional trade liberalization episodes such as different
uncoordinated schemes within the same subregional space economic, have contributed to the
poor performance of subregional groupings.

27

88.

Against this background, the presenter put forward a number of proposals to help

advance Africa's integration process: These are that: the integration process being a venture
requiring

not

only

market

integration per se but also addressing

the production and

infrastructural dimensions, without which the former cannot succeed, cooperation programmes
in the fields of transport and communications, energy and in the production sectors should be
accelerated; the strengthening of the subregional/regional economic communities (RECs) as the
building blocks of integration is an urgent task to be addressed, the success of which will depend
on a clear understanding of their fundamental deficiencies.

89.

Furthermore, the paper points out that integration has a cost and can only succeed if

member States can pay this price. The African countries, therefore, need to confront this reality
with a new vision and seriousness. The issue of mobilizing resources for integration needs to
be addressed in a sustainable manner as the present system based on financial subscriptions from
member States has proven to be inadequate and unreliable. The European Union, comprised of

developed and wealthy countries, derives its funding from self-financing instruments such as the
agricultural levies and additional tax on VAT. The future financing of Africa's integration,

therefore, imperatively lies in finding appropriate

mechanisms to ensure that the integration

process is built on self-sustaining resources that will not only support the secretariats of the
RECs but also provide partial or full investment funds to support existing and potential
community programmes and projects.

90.

Touching on the implementation of the Abuja Treaty, the presenter drew attention to two

basic principles: that the Abuja Treaty should be perceived as a flexible instrument, within which
well negotiated and thought-out plans and strategies consistent with its objectives and which
equalize the concerns and interests of the participating states, ought to be pursued at the level

of each REC, and that adjustments and modifications to the Treaty will be required as
circumstances and realities change.

91.

The presenter emphasized the need for African countries to launch negotiations with

WTO with a view to examining in a constructive spirit the limitations of the former, in particular
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the LDCs, in the global trading arrangements and in ways in which that can be strengthened to

become effective partners and players in these arrangements.

Finally, he reiterated ECA's

readiness to continue to assist the integration process in Africa.

Comments by the discussant

92.

The Discussant while agreeing with the general message of the paper, raised two major

comments relating to the diagnosis made about Africa's performance and the continental
approach to integration as it appeared to be the advocacy of ECA.

On the former, he did not

share the view that the lack of diversification was a significant causative factor, given the high

growth experiences of Uganda and Botswana which are basically dependent on primarycommodities and the fact that much of the economic performance of Asia did not seem to have

been driven by diversification.

With respect to the latter, the discussant posed the issue as to

whether a global approach to Africa's integration was a realistic proposition as opposed to a

small-scale process involving flexible schemes among a few or a limited number of countries
along the line of the concept known as "variable geometry" and forging links with blocs from
developed countries.

Summary of discussions

93.

In the ensuing interventions by delegates on the paper, the following salient issues

emerged. Mr. Abdoulaye of the Economic Commission for Africa (ECA) expressed the view
that larger blocks were better than small groupings, in that they provide wider spaces for trade

and production arrangements among African countries to achieve economies of scale. He was
of the opinion that the real challenge should be to address the issue as to how best Africa could

exploit the phenomenal advances in technology to its fullest advantage. There was some general
understanding that subsets within the larger African groupings do already exist and should not

be discouraged as long as they help advance the overall integration process. The issue then is
to find ways and means to harmonize their activities in a mutually supportive and complementary
manner.
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94.

The Discussant's theory that it was fine for Africa not to worry about diversification

because one or two African countries have achieved significant growth rates with their primary
commodity-based economic system, provoked a number of comments.

There was a general

consensus among delegates that diversification is one of the prime engines of growth and
development in Africa and that the region could not afford to rely mainly on the sale of primary

commodities to the world market as a long-term development strategy, especially when there has
been no analysis to determine what the future holds for the demand of such commodities in a
rapidly changing technological world.

95.

There was some discussion on how infrastructural development ought to be pursued. Mr.

Pearson expressed the opinion that the whole of trading arrangements and economic relationships
of African countries, between themselves and with the outside world, should more than anything
dictate how investments are made in this sector.

OAU'S RESEARCH PROJECTS ON ECONOMIC INTEGRATION
(POLICY ANALYSIS SUPPORT UNIT - PASU)

Presenter:

Professor L.P. Mureithi

Discussant:

Dr. Kouassy Oussou

Presentation of the paper:

96.

In his presentation, Professor Mureithi said that regional cooperation and regional

integration were the pillars of OAU's objectives and activities. He recalled the OAU resolutions
passed in 1963 and underlined the two leading resolutions of that time, namely the one on
colonisation and apartheid and the one on cooperation on economic matters.

97.

He highlighted the six stages of the Abuja Treaty establishing the African Economic

Community (AEC). He particularly developed the first phase of the Treaty which put emphasis
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on the strengthening of Regional Economic Communities (RECs) which were considered to be

the building blocks of the AEC.

98.

The sovereignty of member States allowed countries to join different groupings.

Accordingly, the multi-track process can be accommodated within the Abuja Treaty. He added
that cooperation between countries allowed them to strengthen each other diplomatically, to
enhance their capacity building initiatives, and to harmonize their programmes and projects.

99.

He then introduced the activities of the newly created unit at the OAU, the Policy

Analysis Support Unit - PASU. He indicated that PASU was established to build the capacity

of OAU member States by providing resources and research in macro-economic issues of the
AEC.

He said that PASU put emphasis on the RECs, the private sector and the civil society.

100.

He mentioned that PASU has set guidelines for its research programmes. PASU does

not undertake frontier research, takes stock of what exist in RECs in order to identify the gaps,
maintains close coordination with research activities of the ECA and ADB as well as the UNDP

funded project on the establishment of the AEC. PASU is concerned more as the research and
the implementation of the findings of research, promotes visibility of research projects in areas
such as the free movement of persons, the financial facilities to promote intra-African trade and
the removal of tariff and non-tariff barriers to trade.

101.

Following Professor Mureithi's presentation, the discussant, Dr. Kouassy Oussou said

that PASU project was interesting in the sense that it took stock of various past initiatives of

integration and raised issues for research. He felt that the political agenda of the OAU was not
over because the establishment of the AEC was not yet accomplished.

102.

He commended the paper for the following reasons: (a) emphasis was not put on the

political aspect of regional integration; instead the paper underlined the importance of sectoral

integration (capacity building, infrastructure, etc) as they relate to trade; (b) the paper considered
all aspects of integration not only trade; and (c) the paper made a distinction between activities
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that could be carried out by PASU and those to be left to other institutions in a spirit of
collaboration and synergy between institutions.

103.

However, Dr. Oussou expressed his concern over the following points: (a) the scope of

PASU's task related directly to the establishment of the AEC at a larger scale without taking into
consideration smaller groups; (b) the paper did not address the kind of integration we wanted
in the sense that it did not address the variable geometry approach; and (c) PASU envisaged to
involve the private sector and the public society at the implementation stage but did not provide
for public debates on the issue of integration itself.

The public should be informed about

challenges and opportunities of integration so that they can be associated to the choices to be
made on the issue.

Summary of the debate:

104.

Professor Onitiri clarified that the type of integration preconised at the OAU was

ultimately an African Economic Community. However, he added that variations could be
accommodated within the AEC. He mentioned that Africa should have common rules of origin
acceptable to it to help the integration process. He went through the PASU projects to indicate
that there is a programme for the popularization of the Abuja Treaty.

He added that the

meaning of integration for the common people came down to the free movement of people across
borders, the free movement of currencies, and the free exchange of currencies.

105.

He suggested that there should be a coordination between frontier research work and the

research done at the ECA and OAU.

In this regard, he called for a collaboration between

AERC, OAU and ECA.

106.

Ms. Mtamboh appealed to the meeting to ensure that political stability and human rights

are protected at the national and continental levels.
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107.

Mr. Ng'eno recalled that integration schemes did not reach the desired objectives and

called upon the meeting to look for a way forward.

108.

Mr. Pearson indicated that die role of RECs in the implementation of integration should

be underlined.

He mentioned the achievements of COMES A in trade promotion and trade

liberalization in the context of both regional and global trade.

109.

Mr. Soiudo questioned if the failure of integration schemes in the past could mean that

there was no perspective in the future. He requested PASU to identify the critical areas where
African economies could have a competitive advantage to integrate the global economy.
Referring to Professor Gunning's statement that countries could grow by exporting only primary
or a single commodity, he also asked PASU to research on this matter and find out how
advisable it would be for Africa to continue exporting primary or single commodities.

110.

Mr. Cherroo said that the important issue was not whether we should stick to primary

commodities, or if the scale of integration was small or big.

The issue is whether we are

competitive or not and whether the size of the alliance helps industrial development inside and
outside Africa. The WTO arrangements will likely result in the erosion of preferential access.
Therefore, if Africa does not prepare itself now it may be too late to adapt to the new
environment, once it is bound by WTO rules.

Session VI

REGIONAL INTEGRATION PROJECTS
THE ADB PROJECT ON REGIONAL INTEGRATION

111.

The representative of the ADB presented the above paper, in which the role of the ADB

in the process of regional integration was outlined.

He stated that the ADB had sponsored

research on regional integration, which included; Economic Integration and Development in
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Africa, African Development Report (1989), Economic Integration and Structural Adjustment

in Africa, African Development Report (1993), and Economic Integration in Southern Africa.

112.

In relation to the study on "Economic Integration and Development in Africa" (African

Development Report, 1989), the study examined integration agreements in Africa and elsewhere
in the world, and concluded that there was no clear agreement on what constitutes the best form
of integration.

However, the study pointed out that, whatever the form of integration, there

were three requirements

for forging workable regional integration agreements,

flexibility, time and political will.

namely:

The study further noted that regional integration is the

context of African countries was best approached, not from the narrow angle of the trade
creation effect as postulated by the theory of customs union, but rather from the wider
perspective of the "growth-creation" effect of economic integration. The study thus, advocated
for a production-focused approach to regional integration as opposed to a trade focused
approach.

113.

Regarding the study on "Economic Integration and Structural Adjustment (African

Development Report 1993), the study noted that, in general terms, successful SAPs should have
a positive impact on economic integration and vice-versa. However, it pointed out that conflicts
could arise because of differences in the sequencing and timing of particular national initiatives.

In this regard the study noted that global trade liberalization, an important component of most
SAPs did not necessarily march hand-in-hand with preferential regional trade liberalization.
Since rapid global liberalization obviously reduced the margin of advantage that could be enjoyed
from preferential trade liberalization.

114.

The study an "Economic Integration in Southern Africa", explored the prospects and the

opportunities for economic integration in the Southern African Region (SAR). The study noted

that integration by itself was unlikely to result in the convergence of SAR economies over the
foreseeable future.
integration.

Republic of South Africa would dominate the region with or without

The study further noted that RSA's impact on SAR economies can only be

moderated through a multilateral SAR framework that enhances the attractiveness of SAR
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markets and promotes coordination in infrastructural development which increases RSA's
interdependency on SAR to the benefit of the latter.

The study asserted that for trade

liberalization and market integration to be fully credible in SAR, the member States should

accept arrangements from which they would stand to lose heavily if they resorted to a
reimposition of barriers to market integration.

115.

Regarding the role of the Bank Group in promoting regional integration, which is part

of its mandate, the three studies outlined, seemed to agree that there was no one simple measure
of the extent to which the resources of the Bank Group have been devoted to integration.
Following on with the recommendations of the outlined studies on the need to facilitate intra-

African trade through the provision of additional liquidity the ADB Commissioned a feasibility
study on the establishment of an African Export-Import Bank (Afreximbank).

Following the

completion of the feasibility study, the ADB has, since then, played a central role in establishing
the (Afreximbank).

116.

In discussing the ADB presentation, participants noted that the ADB should be involved

fully in the financing of regional projects. Studies should also be undertaken on how to reduce
the transaction costs of business in Africa. It was observed that high transaction costs in Africa,
may be attributed to cumbersome bureaucracy, and inadequate infrastructure. Suggestions were
made on how to finance regional infrastructural development, and one of the suggestion made
was to have African countries put one per cent of funds coming into Africa in a common fund

to finance infrastructural development. The ADB representative gave an assurance that the Bank
Group would continue to work with the World Bank and other international organizations, to
promote the cross border Initiative (CBI) in Eastern, Southern Africa and the Indian Ocean. The
Bank expected these efforts to be extended to other regions of the continent in close cooperation

with African regional organization.

^^^^^
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The GCA project on regional integration

117.

In introducing the above paper, the representative of the GCA, stated that the Global

Coalition for Africa (GCA) was established following a Ministerial Conference of African
Development, held in Maastricht, the Netherlands in July 1990.

The mandate given the GCA

was that it should function as a forum for dialogue and consensus-building between African

policy makers and their donor counterparts, on important political and economic issues
pertaining to Africa's social and economic development.

118.

It was noted that the GCA viewed regional cooperation and integration as useful for

Africa and be pursued. The GCA concept of regional cooperation and integration seemed to be
understood in quite broad terms as an ongoing dynamics process.

It also encompasses a range

of things, namely; economic and trade aspects but also confidence building between States,

greater political dialogue, enhancing and sustaining regional stability and development of projects
such as regional transport and communications which benefit individual countries and the region
as a whole. The GCA felt that regional cooperation and integration should be pragmatic and not
overly bureaucratic.

There is also a feeling that cooperation and integration is also important

given globalisation and emergence of regional blocs elsewhere. GCA is not only concentrating
on economic integration, but also on political issues, and security integration.

119.

The GCA has been involved in the rationalization of institutions, though most of the

schemes have not lived up to expectation, some progress had been made.

The GCA believes

that many institutions have overlapping mandates which need to be redefined.

There had also

been discussions of what had to be done at national level to promote regional integration,
because it was necessary that things are done right at the national level to facilitate intra-country
cooperation.
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120.

It was noted that the following supports regional and integration and cooperation:

(a)

Economic, political security and stability;

(b)

Country commitment to consistent economic reforms and improved governance,

transparency, and accountability, rule of law and addressing corruption;

(c)

Close state-society collaboration including involvement of the private sector.

Asian experience in close collaboration between governments and private sector contributed to
their economic success;

(d)

Capacity building at government level and creating trained work force; and

(e)

Creation of an enabling environment for private sector activities, including

removing impediments, and involving private sector in regional integration schemes.
view of GCA to continue to explore ways of promoting regional integration in future.

It is the
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CROSS

BORDER INITIATIVE

(CBI)

TO

FACILITATE

REGIONAL

TRADE, INVESTMENT AND PAYMENTS IN EASTERN AND SOUTHERN
APRICA AND THE INDIAN OCEAN

Chair:

Dr. Dominique Njinkeu

Presenter:

Mr. Walter Kennes

Discussant:

Mr. Armand Rajaram

Presentation of the paper:

121.

In his presentation, Mr. Walter Kennes gave the origin of the CBI. He said that given

the importance of regional economic integration and cooperation for African countries, the

European Commission, the World Bank, the International Monetary Fund and the African
Development Bank began collaborating in 1991 on developing a new approach to promoting
economic integration that could be supported by the donor community.

The new approach

emphasized measures that reduced the cost of moving production factors, goods and services
across national boundaries in the region with relatively low tariff barriers against third parties.

122.

He mentioned that the guidelines of CBI were that the initiative should be nationally

conceived through Technical Working Groups (TGW) created for this purpose; CBI-supported
programme of action should be consistent with adjustment priorities; CBI should contribute to
local capacity building; CBI should not lead to the creation of a new regional institution; and

finally, CBI-supported reforms should be consistent with the long-term vision of African
economic integration pattern and collaborates with relevant subregional institutions.
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123.

Mr. Kennes gave the main features of CBI.

He said that CBI was a framework for the

implementation of jointly agreed policies between a voluntary group of countries. CBI believed
in reciprocity and harmonization of economic policy reforms across participating countries to

facilitate cross-border economic activity.

He indicated that countries participating in the CBI

framework were expected to liberalize their external trade and facilitate trade, to deregulate
investment and labour flows, to remove intra-regional trade and other barriers, to liberalise their
exchange system and strengthen their financial intermediation.

124.

He listed those activities undertaken so far under CBI in the participating countries and

mentioned the role of co-sponsors and the kind of assistance to be provided from external
sources particularly the European Union.

He highlighted that external support was mainly

geared towards the improvement of monetary and fiscal policies, capacity building and assistance
to the private sector. He concluded by saying that the CBI was flexible and broad-based
involving operators at the grassroot level. CBI looks for a practical implementation of regional
economic integration in Africa with a home-grown support.

Comments by the Discussant

125.

Being part of the proponents of the CBI, the discussant decided to provide further

information or clarifications about the initiative rather than comments which he expected
delegates to take on.

Commenting on the approach to regional integration, he stated that the

process would achieve meaningful results it was supported by consistent domestic policies, a
maintenance of a sound macro-economic framework and an open-ended free-trade arrangement
that allowed voluntary sub-groups to proceed with cooperation arrangements at a selected pace
and under which they would coordinate their policies and cooperate to upgrade infrastructure and
attract foreign capital.

126.

In the context of the eastern and southern Africa region, the discussant mentioned that

progress made by some of the countries on unilateral trade liberalization in terms of substantial

39
reductions and simplification of tariff structures and in the general macro-economic environment
make it possible for the CBI framework to assist small groups of these countries.

Summary of Discussions

127.

There was some discussion on the intent and purposes of the CBI vis-a-vis Africa's own

region-wide integration process which the countries have adopted.

Mr. Diouf questioned

whether it was a regional integration project or a design meant to integrate the countries into the
world economy and why the initiative is not geared towards supporting the subregional groupings
(RECSs).

He also raised questions regarding the danger of the CBI bringing about significant

differentiation in common external tariffs as a result of subgroups of countries adopting varying
external tariff regimes and undermining Africa's integration process by promoting differentiated
small integration units.

He insisted that the CBI should be consistent with and support the

integration arrangements adopted by the African countries themselves.

128.

Mr. Kazaura of the Eastern Africa Cooperation suggested the location of the CBI's

technical working group mechanism within the EAC with a view to enuring consistency of
dialogue and actions within the CBI framework with the goals of the EAC.

Dr. N'gene made

an intervention in favour of the CBI by saying that while it's goals had initially derived from the
objectives of COMESA, though lately expanded, it has had some impact on policy coordination
among the participating countries.

129.

In response to these issues, the presenter discounted the observation that the RECs had

been marginalized within the CBI framework by stating that the subregional groupings have
always been associated at meetings and discussions on the initiative.

On common external

tariffs, he was of.the view that as this is an ambitious objective to pursue, the CBI initiative
provided an avenue to achieve this at a more realistic pace and level. The Presenter also argued
that the CBI scheme seems to have rather had a more positive impact on harmonizing the tariff

structures.

Further, on the subject of common external tariffs,

Dr. Winters was of the view

that smaller groups of countries willing to proceed faster with appropriate external tariff and
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other cooperation arrangements should not be held simply because they have to fit in
arrangements that may not be making progress within the larger bloc to which they belong.

Session
UNCTAD PROJECT ON REGIONAL INTEGRATION

Chair:

Mr.

R.M. Ndine (Commission de la rehabilitation des entreprises,

Cameroun)

Presenter:

Mr. Detlef Kottee (Global Independence Division, UNCTAD, Switzerland)

Discussant:

T.D. Dhliwayo (Ministry of Finance, Zimbabwe)

130.

Before presenting his paper, Mr. Detlef Kottee gave a brief history of UNCTAD project

work on integration and industrialization.

He recalled the landmark set in 1994 when a study

was conducted on the first-tier of a Newly Industrializing Economies (NIEs) of the Republic of
Korea, Taiwan Province of China, Hong Kong and Singapore.

Another follow-up study on

"Economic Development and Regional Dynamics in Africa: Lesson from the East Asia
Experience", has just started and it forms the second phase of the UNCTAD Project on Regional
Integration.

131.

In presenting the experience of East Asia for possible linkage and adaptation to Sub-

Saharan Africa (SSA), it was underlined that "integration" was understood differently; it should
be understood as an intensification of trade and investment linkages.

It is also not to be

considered as dealing with trade liberalization as such, but with outward-orientation.

In this

context, African institutions of regional integration have not yet led to regional dynamics.

In

Asia, regional dynamics has evolved largely independently of formal regional integration
arrangements.

In addition, outward orientation of development means there is a certain degree

of trade liberalization in East Asia and particularly among the NIEs, including a gradual and
carefully managed process of liberalization in trade and finance.

41

132.

It has also been observed that in all countries there has been an upgrading of economic

activity from primary commodities to resource-based and labour intensive industries, to
increasingly sophisticated manufacturing industries. This performance dynamism led to a pattern
of industrialization which progressively involved a regional division of labour based on all
industrial and locational hierarchy.

133.

The "flying geese paradigm" which is the paradigm that provides a description of the life-

cycles of various industries in the course of economic development and of the relocation of
industries from one country to another through trade and FDI in response to shifts in

competitiveness.

Here the lead goose (Japan) is followed by several generations of followers.

The followers benefit from the loss of competitiveness of the lead economy in certain sectors
like labour-intensive ones, etc.

134.

It was in the 1980s that regional dynamics began to strengthen; Japan began to play a

more important role both as a trading partner and as an origin of FDI in the region. Since then,
Japan has emerged as a major international investor worldwide.

a large increase in FDI flows to the first-tier NIEs.

Initially, this was reflected in

But already in the late 1980s, attention

shifted to the second-tier NIEs, and to China in the early 1990s.

135.

What seems to be more important from a developmental point of view is that regional

dynamics have been strengthened also by an expansion of trade and investment among the

developing countries.

136.

The first-tier NIEs have emerged not only as major investors in the less-developed

countries of East Asia, but have also become important trading partners for them.

Their role

in the process of regional integration is quite distinct from that of Japan, they do supply
manufactures on a large scale to these countries, but unlike Japan, they also purchase
manufactures from them on a large scale.
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137.

In order to draw policy lessons from the East Asian experience, it is important to ask

whether or not industrial development, in line with the flying geese paradigm, has been a
market-driven process that emerges spontaneously.

The Asian experience shows that policy

intervention is needed when markets fail to generate signals about the possible evolution of
comparative advantage, and when producers and investors fail to respond to market signals
because of impediments and imperfections.

138.

The industrial policy clearly needs to be geared to trade to establish what we have called

elsewhere an export-investment nexus.

It has to be integrated with a policy that assures the

effective use of FDI for upgrading and technological catching-up. Again, the market-mechanism
alone is unlikely to achieve this.

139.

The lessons for regional integration for Africa taken from experiences of East Asia are

critical to what exists.

The situation of East Asia cannot be the model for other regions, but

there are useful experiences to be leant from: What existed in the "follower" countries i.e. the
second-tier (2-NIEs) could apply to Africa, because of similar factor endowments and prevailing

comparable trading environment.

For the 2-NIES, they were associated with poor rural

economies with little to expect at the beginning and that both were able to develop without heavy
reliance on external finance.

140.

In conclusion, the participants observed that regional dynamics can help. Secondly, trade

and finance liberalization may not be precondition for successful industrialization (as in 1-NIES),
but can be an element of the industrialization process itself. Thirdly, sound industrial policies
at a national level are crucial for industrialization, upgrading and the creation of a link between
trade and investments. Finally, coordination of industrialization policies across countries of the
region can enhance the flying geese process.

141.

In the discussion that followed, the discussant Mr. T.D. Dhliwayo emphasized the

experiences of East Asia and their relevance to regional integration process for Africa. A way
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forward suggested.for debate was adopting a gradual process, revisiting of subregional groups
having similar objectives, and taking into account the variable geometry approach.

142.

Debate from participants centred mainly on the role of state in regional integration:

(a)

Dr. Joseph arap Ng'ok commented on lessons for Africa regarding the role of

state in East Asia that went beyond financial institutions, mobilization of savings, and influence

of external forces as underwriters of development;

(b)

Mr. Rajen B. Dabee commented on the role of investment in education as being

important in quality of labour force, etc. depended on education;

(c)

Mr. Mumba Kapumpa commented on repackaging and substandard quality of

products; and

(d)

Mr. Onitiri was concerned about the "go slow" way forward proposed by the

discussant.

143.

The presenter took note of comments, but it was emphasized that in all aspects of

development and industrialization, education investment was part of it. Further, the role of the
State in industrial policy ought to be flexible as was the case in East Asia.

Session IX

WRAP-UP SESSION

144.

The Chair/moderator of the wrap-up session Mr. K.Y. Amoako highlighted once more

the purpose of the workshop as a hallmark of ECA's commitment in forging partnerships and

collaboration with other institutions. ECA can greatly enhance the policy and research impacts
of AERC and other similar organisations.

J>^
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145.

He expressed satisfaction with the outcome of the two days work and thanked the

participants for their active and high quality interaction and participation. He stated that despite
ECA's potential, it is not always easy to interact and to learn from others but this meeting has
been good for us at ECA. It has given us an opportunity to think, to reaffirm our commitment,
to learn and to wield some influence on others.

Mr. Amoako expressed his hope that the other

participants would also take some useful ideas back with them from the ECA.

146.

He then gave a brief overview of what had been covered by the meeting during the two

days: with regard to Regional Integration the discussions had highlighted several components of
the integration process such as appropriate arrangements; motivation; objectives; development

of infrastructure, macro-economic stability and security.

The meeting had also addressed the

instruments of integration such as tariffs and compensation arrangements; constraints to regional
integration; trade and regional integration; complementarity; variable geometry; assessment of
performance as measured against the initial objectives of integration and the wide gap between
expectations and performance. Regional organizations such as OAU, ADB and ECA had shared

their experiences on their regional integration initiatives while some modalities to enhance
integration had also been presented and discussed such as the Cross-Boarder Initiative.

147.

With regard to trade liberalization, Mr. Amoako highlighted the issues that had been

covered e.g. the extent of trade liberalization; a comparison of trade regimes in the 1970s and
1990s; the significant success achieved in currency exchange rate adjustments; the reduction in
tariffs; the adoption of transparent and credible trade policies; the impetus to trade policy, and

the need to coordinate trade liberalization.

The meeting had emphasized that the regional

dimension to trade liberalization was necessary in determining the way forward. Africa needed
to be opened up through trade liberalization but strategies that reflect African realities have to

be designed. Africa should be linked together through different models of trade liberalization;
the region should also be linked to the rest of the world through globalization and through
participation in WTO.
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148.

The Executive Secretary then introduced the Panelists for the session and indicated the

area(s) to be addressed by each Panelist.

149.

The following gives a summary of the issues addressed by the panelists.

Professor H. M. A. Onitiri

150.

Professor Onitiri focused on Regional Integration as seen against the backdrop of the first

generation initiatives.

(a)

He made the following observations:

The experiences of regional integration in Africa had not all been failures. There

had been significant developments and movements towards regional integration which could now

be built upon e.g. ECOWAS had dealt with the great language barrier of its member States. In
spite of limited liberalization of trade in the subregion, the Community had made dramatic
achievements in the free movement of ordinary men and women within the 16 countries, without
crippling visa requirements. Similarly SADC had gained a lot of experience on organisation and
integration through distribution of country and sector specific subjects amongst the SADC
member States and through the integration of infrastructure.

COMESA too had facilitated the

movements of money, goods and services with great benefits in intra-regional trade.

151.

All these experiences can now be built upon.

152.

Professor Onitiri then gave an indication of the major factors that regional integration will

have to confront in the immediate future, such as the next ten years, e.g.

(a)

It will not be a world of free trade but of freer trade. Agriculture will be heavily

protected in other regions such as Europe and Japan (rice production);

(b)

Everyone will hedge their bets, not only by building new organisations but also

by finding other ways of supporting their industries.

Similary Africa has to look for ways to

46

support its own industries and to build the infrastructure such as telecommunications, transport,
water resources and competitive production;

(c)

It will be a world of trading blocs and private investment will continue to be

important.

Africa must decide which line to pursue, including the building of its own trading

bloc.

The African Economic Community should be the umbrella organization, comparable to

NAFTA and the European Union.

153.

A number of "musts" can be identified in this regard:

(a)

Make the AEC our focus despite subregional RECs; the secretariat of the AEC

must be fully and strongly established;

(b)

Achieve free trade within the region in a much shorter time. A second round of

research should focus on the individual country level in order to determine what loss individual
countries will incur as a result of free trade, and establish the concerns of individual countries;
specific facts must be established;

(c)

Ways of filling in the gaps in individual countries must be found, with foreign

cooperation if necessary. Free movement must above all be part and parcel of free trade so that
African people can move freely within the region without humiliation;

(d)

Ways must be found of dealing with laggard countries.

conducted on what will need to be done.

Research should be

For instance, the equivalent of the European Union

Regional Fund that assists Europe's laggard members. The cost of integration must be financed.

(e)

Due to increasing globalization, a national focus on industrialisation is not

desirable or adequate. The industrial base and operations must be broadened;

'
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(f)

African countries must take seriously the proposals made by the regional bodies

OAU and ECA especially with regard to international negotiations.

Professor Colin McCarthy

154.

Professor McCarthy made a presentation on forward-looking Regional Integration,

Prospective Issues and Trade Liberalization.

(a)

He made the following remarks:

There is direct implication and connection between trade liberalization and

integration to the global economy.

Globalization is a fact and Africa should be prepared to

reverse the consequent trend of being marginalised. The region must become part of the process
for diversified growth and the agent for this process is the competitive firm.

(b)

Trade is a defining element of integration and resources should be allocated for

the production of tradeable goods, both importables that are competitive and exportables. The

old paradigm of integration focused on import substitution for importables; the new paradigm
for integration is focussed on importables. Regional integration is a force to promote production

of exportables and competitive importables.

However, there must be accompanying trade

liberalization in regional integration.

African must create a productive capacity to export response.

(c)

Integration should be replaced by the broader concept of cooperation.

There

ought to be low-level cooperation, rather than high level integration although integration itself
is a form of cooperation.

Regional cooperation can be possible without formal market

arrangements.

(d)

It can be expected that regional cooperation can create productive capacity. For

instance, land-locked states could undertake regional cooperation with states that have external
access and this could lead to the process of reducing the very high transport costs in Africa.

-
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(e)

There must be investments in human capital and cooperation in this context could

involve African Universities.

(f)

Cross border flow of investments is a prerequisite with the involvement of the

private sector and individual entrepreneurs.

(g)

Regional security and good governance are also necessary pre-conditions.

Mr. L. Alan Winters

155.

Mr. Winters focused on a number of issues in relation to globalization and trade

liberalization viz:

(a)

Openness is a necessary condition for sustainable economic growth;

(b)

Trade liberalization when achieved, acts quickly especially if there is a determined

and strong government leading the process, and with a credible plan that is likely to succeed;

(c)

Africa had achieved significant progress over the last couple of years but there

was still a long way to go.
countries were 30 years ago.

(d)

But the region is poor in human capital;

Trade policies will not provide a panacea for Africa. There can be a danger of

promoting exports too much.

(e)

Africa is not different from what many Asian and Latin American

Trade liberalization has to involve other measures as well;

There is no evidence that commodity dependence stops a country from developing

as had been demonstrated by Chile, Malaysia, Indonesia, among others. Commodity dependence
cannot impede liberalization;

(f)

Globalization increases stakes in the matter of capital mobility;
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(g)
the market.

Regional integration can only be successful if it is undertaken in conjunction with
The objective is to harness and cultivate the market;

(h)

Pressure groups can divert the policy environment e.g. producers favour trade

diversion and not trade creation.

However, regionalization need not be preferential.

Open

regionalism is a notion that implies concerted unilateral liberalization;

(i)

The meeting had two kinds of pressure groups who tend to feel threatened by

liberalization namely, manufacturers and national/international bureaucrats. The silent majority
and their thinking has to be included.

There has to be an attempt to build coalition and

consensus.

Walter Kennes

156.

Mr. Kennes gave some views on the relevance of European Union experience to African

integration, in terms of the lessons that Africa can learn on pre-conditions for integration viz:

(a)

Europe took many years on its own process of integration and had to address and

surmount numerous obstacles eg. peace after world war II; governance; macro-economic
stability, currency convertibility, were all important factors.

(b)

Europe had an anchor namely the U.S.A. through the Marshall Plan which also

contained a lot of conditionalities; and

(c)

The European Community is not an intergovernmental body; it is a political body

and there is no comparable structure of integration in Africa.

157.

However,

the

European

experience

cannot be

directly

transferred

to

Africa:

Nevertheless, there is need for compatibility in terms of compensation during the process of

integration in order to reduce vast disparities. However, it is advisable not to start immediately
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with compensation.

For Europe, it took more than 20 years to address the issue.

Integration

itself does reduce the existing disparities in time.

158.

Volumes of trade are not synonymous with integration.

African countries direct

approximately 40 per cent of their trade to Europe but they are not integrated into the Europe;
trade is not equal to integration.

However, to a large extent, membership to WTO by African

countries can enhance regional integration. Integration has to involve some degree of sequencing
and speed.

Mr. F. Pamacheche

159.

Mr. Pamacheche focused his remarks on how institution like SADC are accommodating

the new perspectives on integration.

He gave a brief history of the origins of SADCC during

the height of apartheid in South Africa, and its graduation into SADC in 1992 in response to the
process of democratisation in South Africa.

160.

The original reasons for creation of SADCC were: to reduce economic dependence on

South Africa in terms of transport routes and links, food security and human resource
development.

(a)

The creation of the new SADC added other objectives to the integration largely

on sectoral lines with each member state being the major sectoral actor and coordinator in

certain areas. Member states are the main actors and there is only a very small Secretariat;

^
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(b)

Trade liberalization is part and parcel of the new SADC with a lot of emphasis

on investment, improvement of the investment climate, and free flow of capital between the
states;

(c)

Macro-economic policies at country level have been or are being harmonised so

as to be consistent with regional level macro-economic policy.

Each country is expected to

develop an industrial policy, and a social development policy also consistent with regional level
frameworks;

(d)

Political stability for the region is a priority agenda for SADC, focused on

security, democracy, human rights, and conflict resolution.

Consensus building is forged

through the sector coordinators, and the private sector is closely involved in all the debates on
sectoral developments; and

(e)

The members of SADC have a common vision towards alleviation of poverty.

Mr. F. Kazaura

161.

Mr. Kazaura presented the newest initiative in Africa towards regional integration,

namely the East African Cooperation.

He emphasized that the EAC is not a successor of the

Old East African Community which lasted for 10 years, 1967 to 1977. He focused on:

g=^
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162.

(a)

The reasons for the failure of the EA Community;

(b)

The basis of success of the new EAC;

The EA Community failed because:

(a)

It was a structure made up of Heads of State and Government i.e. top-down;

(b)

Its authority emanated directly from the Heads of State, even on issues like

expenditure;

(c)

The member countries had radically different political ideologies - socialist,

capitalist and in-between;

(d)

They had joint ownership of common services such as railways, harbours,

airways, etc. and problems and complexities of sharing the revenue characterised this
arrangement;

(e)

There were pre-existing trade imbalances, lack of political will and dominance of

one state over the other two.
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163.

The New EAC will succeed because:

(a)

It has experience to learn from on the defunct community twenty years later;

(b)

The people of the subregion want the new ECA; it is not an imposition from

(c)

It took 12 years to work out the new arrangements;

(d)

Its final authority is the Commission of Ministers not Heads of State;

(e)

The private sector is closely involved and the role of governments is largely to

above;

facilitate the process of integration;

(f)

There is no joint ownership of common services;

(g)

Enough confidence, mutual trust and credibility have been built by the members;

(h)

There are concrete moves towards harmonizing macro-economic policies

especially starting with the free movement of people across the borders;

(i)

The currencies of the three countries are now convertible; and
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(j)

.

A flexible decision-making mechanism has been put in place.

Mr. John Ohiorhenuan

164.

Mr. Ohiorhenuan made remarks with regard to some basic requirements for regional

integration.

He highlighted the following aspects:

(a)

The competence of the state is an essential denominator;

(b)

A critical mass of people is needed to push through liberalized policies;

(c)

Appropriate policy regimes are needed and the process of integration may be more

critical than the outcome;

(d)

African countries must project their integration plans and arrangements for the

next 20 to 30 years. In the meantime more research and analysis are needed;

(e)

Although regional integration has performed poorly little will be. achieved by

"shooting the messenger". The world has changed, the rules have changed and Africa must take
cognizance of this reality and forge ahead with integration single-mindedly;

(f)

Landlocked states need to negotiate access; they have no choice;

^^''^
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(g)

The potential benefits for integration are there but they will not accrue

automatically.

There will be need to analyze the costs and benefits involved.

The pursuit of

integration has to b at 2 levels;

(i)

(ii)

Political level;

Opportunistic level-countries need to exploit their mutual benefits and
advantages.

(h)

Regarding the impact of globalization, African countries must learn to negotiate

to get what they want. Above all, there must be free movement of capital and surplus labour.

Concluding Remarks by Mr. Benno Ndulu

165.

The workshop had given the network of AERC researchers a great opportunity to be

heard, and to interact openly with the participants.

A wide variety of constituents had come

together on a matter of common interest-policy makers, manufacturers, academicians - all shared
their views without the limitation of vested interests or mind sets - even on sensitive issues.

166.

There was general agreement on trade liberalization issues but more differences of

opinion on regional integration.

On the latter, some issues and ideas emerged clearly eg.
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(a)

Integration schemes should be judged on how they can achieve the set targets.

There has to be constant evaluation; it is an evolving process, and conditions keep changing;

(b)

The process is as important as the Treaties and the signatures of integration. Keys

to success include the guiding concepts, the design, the voluntary nature of affiliation and the

viability of the schemes.

In all this, the substance of the schemes is more important than the

formalities; and

(c)

A significant evolution of integration schemes had occurred and the vision had not

wavered; it had stayed. Functional approaches have been changing as evidenced by eg. IGAD,

SADC, EAC, etc. A lot is happening and it is important for the RECs to redefine their roles
in order to give the necessary support to other forms of arrangement already in place;

(d)

Measures to bring about greater and free movement are especially needed. The

problem of redefining roles is there because of vested interests mind sets, etc;

But support to

encourage and enhance voluntary initiatives of groups of countries is critically needed; and

(e)

There should be more focus on how to reduce the cost of doing business across

countries, and to reduce barriers on cooperation. Linkages should be improved through better
infrastructure and more coordination of policies at the level of the operational fields. Above all,
there must be free movement of people, goods and services.
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167.

Mr Ndulu thanked the Conference secretariat, and especially the ECA for its logistical

support, as well as the staff of both ECA and AERC. He also thanked all the participants who
attended and contributed to this inaugural meeting of interaction and partnership.

