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Abstract 
 
Although the world economy is becoming increasingly globalised, there has been a resurgence of 
regional integration initiatives in recent years.  In many industrialised countries, regional 
integration has paved the way for collective economic, social and trade reforms.  Such reforms 
have been unilateral in most developing countries—especially those in Africa.  Co-ordinated, 
consistent and sustainable regional integration provides an opportunity for these countries to 
benefit from collective reform, scale economies and increased trade.  Concomitant measures 
must, however, be taken to minimise the potentially adverse effects of regional integration, which 
include: inward-looking trade policies, efficiency losses and trade diversion.  This paper 
examines the role of long-term perspective studies in ensuring that the benefits of regional 
integration are realised, while avoiding the pitfalls.  The UNDP/ECA Regional Long-Term 
Perspectives Studies (RLTPS) programme provides a framework within which this objective 
could be attained in North Africa.  The paper starts with a review of the RLTPS concept, and 
proceeds to demonstrate how regional integration can be supported within the RLTPS 
framework.  A case is then made for co-ordinated, consistent and sustainable regional integration 
in North Africa.  This discussion is followed by a description of ways in which the African 
Development Bank Group could support this process. 
 
 
1. What are Long-Term Perspectives Studies? 
 
Background.   Following a decade of structural adjustment in Africa, policy-makers and 
development practitioners embarked upon a critical review of the development 
effectiveness of these efforts at the end of the 1980s.  In 1989 the World Bank published 
a report titled Sub-Saharan Africa:  From Crisis to Sustainable Development in which the 
need to support short-term macroeconomic stabilisation with longer term development 
planning was emphasised.  The report also recognised the merits of moving away from 
the traditional fire-fighting approach in the conduct of economic affairs, to adopting a 
comprehensive long-term vision of the continent’s development priorities and strategies.  
This report built on earlier work by the UNECA and UNICEF which emphasised the 
social dimensions of the economic adjustment process, and advocated development with 
a human face. 

                                                 
♣ The views expressed in this paper, as well as any errors or inaccuracies that may remain, are 
entirely attributable to the author.  The paper does not necessarily represent African Development 
Bank policy. 



 
In July 1990, the Government of The Netherlands convened a high-level conference in 
Maastricht, to consider strategies that would promote broad-based, sustainable 
development in Africa.  Consensus emerged at this meeting that Africa’s reform 
programmes must go beyond short-term macroeconomic stabilisation, to include a wider 
range of structural, social, institutional and poverty issues.  Long-term perspectives 
studies were identified as a vehicle to link much wider and long-term development issues 
with traditional economic reform programmes.  The UNDP was charged with the 
responsibility of establishing a framework that would support the development of such an 
approach in Africa.  Towards this end, the UNDP launched its Africa Futures project in 
Abidjan in February 1992 as a means of institutionalising the process.  The first phase of 
the Africa Futures project (1992-1996) identified priorities and strategies at national 
level;  while the second phase (1997-2001) will consolidate progress achieved during the 
first phase and, inter alia, incorporate regional concerns via the Regional Long-Term 
Perspectives Studies (RLTPS). 
 
Description. The RLTPS aims to (a) reduce Africa’s marginalisation in the global 
economy by strengthening regional groupings, (b) enhance the decision-making process 
in African countries by improving their capacity to anticipate and respond to changes in 
the domestic and global environments, and (c) facilitate social, economic and cultural 
integration processes in Africa. It is designed to be a learning and adaptive process, 
which is both participatory and transparent.  The broad outlook of this approach makes it 
possible for social, cultural, environmental, governance and economic issues to be 
incorporated in the planning process.  The five-phase interactive methodology (see Box 
A) promotes dialogue, programme ownership and capacity building, thereby contributing 
to the stability and sustainability of the overall policy environment.  It does this by 
involving all stakeholders in the development process, defining the main elements of a 
long-term development vision, developing alternative scenarios that incorporate the 
effects of various socio-economic shocks, determining the institutional and resource 
requirements, and identifying objective and verifiable outcome indicators.   
 

Box A.  The Five-Phase Interactive Methodology 
 
I. Issues Identification.  This focuses on the elaboration of themes, sectors and issues that 

are relevant to the aspirations of the people.  Broad-based consultation is carried out. 
II. Basic Studies.  African and international experts undertake detailed strategic studies 

along the lines of the themes identified during phase 1. 
III. Visioning.  Development scenarios are designed to achieve desired goals and the themes 

are crystallised into a consistent development vision. 
IV. Strategy Formulation.  Consensus is reached on a broad development strategy, which 

reflects the scenarios developed during phase 3. 
V. Development Planning.  The preparation and implementation of an action plan over 

successive time periods. 
 

Source:  Africa Futures Project, UNDP, 1998 
 
RLTPS and the Development Process.  The adoption of RLTPS in Africa can support 
the development process in three main ways.  Firstly, it fosters sustainability of the 
development effort through its emphasis on a participatory approach, which strengthens 



programme ownership.  Secondly, it improves the transparency of public policy and 
accountability (at all levels) by involving all stakeholders in the design, implementation 
and monitoring of the development process.  Reliance on verifiable and objective 
outcome indicators also contributes to the transparency of the RLTPS.  Thirdly, 
consistency is increased between short-term considerations (like macroeconomic 
stabilisation) and longer-term goals (such as poverty reduction).  The adoption of a 
broad-based, and comprehensive, planning horizon improves internal consistency.   
 
2. Regional Integration in North Africa 
 
Regional economic integration among African countries is among the priorities identified 
in the African Development Bank (ADB) Group’s New Vision (ADB, 1999d).  This 
focus on regional integration stems from the fact that most African countries could 
overcome the hurdles posed by small market size, inability to benefit from scale 
economies, weak infrastructure and inadequate technology via regional integration.  This 
would enhance their competitiveness on the world market.  The ADB Group is, therefore, 
committed to supporting regional integration initiatives in Africa. 
 
The UNECA identified inadequate tangible political commitment, poor funding, a 
proliferation of regional organisations and lack of broad-based ownership as some of the 
major challenges facing regional integration in Africa (ECA, 1999).  The report called for 
a collaborative and co-ordinated approach towards the attainment of an African Common 
Market.  Although the ECA is convinced that the sub-regional pillars are already in place, 
they concede that the unfinished agenda in this regard remains daunting1.  The ensuing 
sections examine the case for closer regional integration among the seven North African 
States;  namely Algeria, Egypt, Libya, Mauritania, Morocco, Sudan and Tunisia.   
 

Table 1.  Selected Economic Indicators in North Africa, 1998 
in billion US dollars (unless otherwise stated) 

 Population 
(mill.) 

GDP 
 

GDP 
per cap ($) 

Total 
Exports 

Total 
Imports 

Current 
Acc. Bal, 

ALGERIA 31.0 52.4 1,690 11.5 14.0 -1.36 
EGYPT 62.8 82.6 1,315 18.5 23.8 -1.05 
LIBYA 6.0 93.0 15,500 13.6 12.6 0.63 
MAURITANIA 2.4 1.1 450 0.4 0.4 -0.11 
MOROCCO 27.9 38.0 1,362 10.3 12.6 -0.04 
SUDAN 27.9 0.3 n.a. 0.6 1.4 -0.83 
TUNISIA 9.6 20.5 2,135 8.5 10.2 -0.47 

Total 167.6 287.9  63.4 75  
sources:  WEFA, 1999;  ADB Selected Statistics (1997 data) for Mauritania and Sudan 
 
 
 

                                                 
1 These pillars are given as the Arab Maghreb Union in North Africa, the Economic Community of West 
African States in West Africa, the Economic Community of Central African States in Central Africa, the 
South African Development Community in Southern Africa and the Common Market for Eastern and 
Southern African States in Eastern Africa (ECA, 1999). 
 



The Case for Closer Regional Integration in North Africa.  
Closer regional integration would allow North Africa to build on the region’s strong 
cultural affinity, while benefiting from the geographical proximity of the constituent 
countries.  Their combined population of 168 million, labour force of more than 50 
million and GDP of almost US$290 billion represent a potentially significant market size 
and promising production base—see Table 1.  The attractiveness of closer integration is 
further enhanced by the region’s closeness to Europe and the Middle East; both viable 
trading partners. 
 
Individually, these countries would not be in a position to compete effectively within the 
global economy for the following reasons: 
 
Small Market Size.  Individually, North African countries would not be able to compete 
for investment and trade with other middle income countries, or their northern 
neighbours, because of the relatively small size of their markets.  It is worth noting that 
even their combined GDP and Foreign Direct Investment flows are less than those of 
India, Brazil or Poland—see Table 2. 
 
Weak Infrastructure and Technology Base.  Infrastructure Networks and facilities in the 
region could benefit from some upgrading.  Table 2 also compares some relevant 
indicators, and shows how usage and adequacy levels in North Africa compare 
unfavourably with comparator countries.  These weaknesses create additional business 
costs and serves as a disincentive to investors. 
 
Barriers to Trade.  A 1996 study by Amiot and Salama identified more than 30 major 
barriers to trade in North African countries.  These were categorised into (a) traditional 
distortions relating to pricing and discriminatory access to markets, (b) non-tariff barriers 
arising from administrative and regulatory restrictions, (c) national protectionism and 
(d) inadequate infrastructure and technology gaps.  In addition to these, a significant 
amount of “trade friction” can be identified in these countries.  Integration could lead to a 
harmonisation of procedures and practices in line with global standards, which would 
lead to the elimination of most tariff and non-tariff barriers. 
 

Table 2.  Comparative Economic and Trade Indicators 
 FDI 

(US$ bill.) 
GNP 

(US$ bill.) 
Power Usage 
Kw/hr/head 

Phone Lines 
Per ‘000 

Paved Roads 
% of total 

ALGERIA 7 46.5 524 48 69 
EGYPT 891 79.2 924 56 78 
MAURITANIA 3 1.0 n.a. 5 11 
MOROCCO 1,200 34.8 408 50 52 
TUNISIA 316 19.2 674 70 79 
INDIA 3,351 421.3 347 19 46 
BRAZIL 19,652 758.0 1,660 107 9 
POLAND 4,908 150.8 2,420 194 66 
Source:  World Development Report 1999/2000                  N.B.  Data is not available for Libya and Sudan 
 
Closer regional integration is desirable in North Africa because it (a) allows countries to 
derive benefits from scale economies, (b) helps overcome barriers to export in third 



countries, (c) strengthens the region’s bargaining power in trade negotiations and (d) lays 
the foundation for the harmonisation and co-ordination of economic policies and 
practices in line with global standards.   
 
Traditionally, regional integration has been viewed with suspicion because it was feared 
that such developments would undermine globalisation efforts.  This is because regional 
integration used to focus, almost exclusively, on varying degrees of protectionism and the 
creation of preferential trade areas.  This is one explanation for the waning in the 
popularity of regional trading arrangements.  The number of regional arrangements 
coming into force rose from 19 in the 1960s to 39 in the 1970, but dropped to 14 during 
the 1980s when the disillusionment with traditional arrangements set in (World Bank, 
1999). Changes in the development paradigm, from inward-looking strategies to more 
openness in the conduct of economic affairs, has occasioned a new wave of regional 
integration which goes beyond preferential trade arrangements to enhance regional 
competitiveness through the harmonisation of economic policies and procedures, 
identification of requisite complementary investments in infrastructure and technology, 
human capital development and labour issues.  This is achieved through “deep 
integration”—see Box B.  North African countries can enjoy considerable welfare gains 
from such arrangements.  A study of the potential impact of deep integration on the 
Egyptian economy (Hoekman and Konan, 1999) estimates welfare gains in excess of 10 
percent of GDP;  extrapolated, this would amount to welfare gains of roughly US$30 
billion for the entire region.   
 

Box B.  Types of Regional Integration 
 
I. Free Trade Area.  This involves the elimination of internal barriers to trade while 

maintaining separate national external tariffs. 
II. Customs Union.  This occurs when external tariffs are harmonised in a Free Trade Area. 
III. Common Market.  Here, barriers to the movement of capital and labour are removed 

within the Customs Union. 
IV. Economic Union.  This involves the co-ordination of economic policies to attain a 

predetermined target.  This harmonisation of macroeconomic fundamentals is usually a 
precursor to the establishment of a single currency. 

V. Full Integration.  This entails the harmonisation of economic, social and political 
policies, as would obtain in a federation. 

VI. Deep Integration.  This involves the harmonisation of procedures and standards, the 
elimination of administrative and regulatory trade frictions, the improvement of social 
and physical infrastructure and the improvement of human capital. 

 
Sources:  Viner, 1950; Meade, 1955; DeRosa, 1998; Lawrence, 1996 

 
Some Benefits of Closer Regional Integration in North Africa 
 
Expansion of Domestic Market.  Regional integration in North Africa would expand the 
domestic market for local industry.  According to the African Development Bank (ADB, 
1999), less than 5 percent of this region’s trade in 1998 is intra-regional;  this compares 
with 63 percent in the EU, 51 percent in NAFTA, 25 percent in MERCOSUR and 21 
percent among ASEAN countries.  Intra-regional trade provides domestic industries the 
opportunity to benefit from “expanded domestic market”. 



 
Advantages of Scale Economies.  North African countries could also benefit from scale 
economies in the procurement of costly infrastructure, technology and equipment.  This 
would also provide added incentives to private investment in these areas as risks are 
pooled, costs shared, the quality of internationally-supervised projects increases and 
development effectiveness enhanced. Also, the reduction of regional trade barriers and 
harmonisation of procedures will create a much wider market for domestic and foreign 
investors, thereby improving the region’s investment climate.   
 
Global Integration.  Regional integration could set the stage for the region’s effective 
integration in the global economy; especially if the deep integration strategy is adopted.  
Harmonisation of policies is deemed easier within regional groupings, than in multilateral 
arrangements.  This is because negotiations in regional groupings are less time-
consuming, it is much easier to reach consensus, and political commitment and support 
are much easier to secure.  
 
Improved Bargaining Power.  North African countries stand a better chance of securing 
favourable outcomes in trade negotiations as a group, than as individual countries. 
 
Potential Pitfalls 
 
Trade Diversion.  Regional integration is trade-creating, and thereby welfare enhancing, 
when all members have an international comparative advantage in the production of their 
main exports.  When one or more member country is an inefficient producer, promoting 
intra-regional trade with that country leads to trade diversion;  as trade with more 
efficient and competitive sources is reduced.  While the inefficient members may gain 
from such an arrangement, the whole group would experience a net welfare loss. 
 
Resurgence of Inward-Looking Policies.  In a bid to “protect” local industry and augment 
intra-regional trade, there may be the temptation to revert to inward-looking policies.  
This would reduce the region’s competitiveness and reduce its welfare gains.  Integration 
based on such policies would become a “stumbling block” to open and efficient 
economic activity.  For integration to be a welfare-enhancing “building block” for 
sustainable economic growth” measures should be taken to minimise policy distortions 
and eliminate barriers to trade.  North Africa will derive the most benefit from regional 
integration when it is based  on non-discriminatory practices and openness that is 
consistent with the Most Favoured nation (MFN) principles. 
 
Conflicting Overlaps and Obligations.  Membership of diverse regional and trade 
groupings by the individual member countries could lead to the development of 
uncoordinated and conflicting initiatives.  Obligations to other groupings could 
compromise the effectiveness of regional integration in the region.  For example,  North 
African countries are members of groupings such as the Arab Maghreb Union, the Arab 
Co-operation Council and the Organisation of African Unity;  some, or all, of which may 
have different trade and economic priorities and obligations.  The efficacy of a new 



regional grouping by compromised by these obligations and priorities.  Africa’s plethora 
of regional groupings is in sharp contrast to what obtains in Latin America and Asia. 
 
Problems of Small Groupings.  Empirical evidence (e.g. Schiff, 1996 and DeRosa, 1998) 
suggests that countries joining, or creating, “small” regional groupings are most likely to 
experience efficiency and welfare losses.  This degree of loss is a function of the extent to 
which intra-regional trade is promoted at the expense of efficiency. Hence, the relative 
“smallness” of a North African regional grouping could prove worrisome, if measures are 
not taken to mitigate the potentially adverse effects. 
 
3. How the RLTPS Could Facilitate Integration in North Africa 
 
The new wave of regional integration, and the emphasis on deep integration, indicate that 
regional integration must no longer be viewed within the traditional context of 
preferential trade areas.  Regional integration is now multifaceted (including economic, 
social and political issues) and must, therefore, be considered within the wider framework 
of a comprehensive long-term development plan.  This conclusion is echoed by 
Adriamananjara (1999) who asserts that without clear policy guidance in this regard, 
regional integration would not result in openness and sustainable growth.   
 
The RLTPS offers framework within which closer regional integration can be afforded 
the clear policy guidance and institutional support that it needs to succeed.  The RLTPS is 
ideally suited to perform this function because it:  (a) seeks to develop a comprehensive 
and consistent development framework, (b) involves stakeholders at all levels in 
programme design, implementation and monitoring, (c) provides an adaptive 
environment within which policy-makers can respond to changes in their environment, 
(d) takes a longer term view of the development process and (e) augurs well for 
sustainability on account of the ownership and participation that is promoted. 
 
Put quite simply, RLTPS can support regional integration in North Africa by creating an 
environment within which the benefits of regional integration could be realised, 
sustainably, while the adverse effects are minimised and contained. 
 
 
4. The Role of the ADB Group 
 
The ADB Group can play a critical role in supporting successful and sustainable 
economic integration in North Africa.  The Bank’s African character has facilitated the 
accumulation of substantial experience in the region’s development priorities and 
constraints, which allow it to target its interventions more meaningfully and productively.  
Furthermore, the exclusive Africa-focus of its operations augurs well for consistency 
between the Bank’s priorities and those of its constituents.  Hence, support can be 
provided for the regional integration process in the following specific ways. 
 

 Project Lending.   The Bank can provide assistance for projects that establish, 
expand, diversify and modernise productive facilities in the region, including those 



developments that enhqnce regional integration.  The ADB is able to provide project 
finance for regional projects at a competitive price by virtue of its favourable credit 
ratings in the financial markets.   Total ADB approvals in 1998 exceeded UA 660 
million (US$930 million); up from UA 590 million (US$796 million) and UA 350 
million (US$493 million), respectively, in 1997 and 1996.  

 
 Co-Financing.  The ADB can also contribute to joint financing of regional projects.  

The Bank can assist enterprises or projects in arranging financing by mobilising the 
required funds from multilateral institutions, bilateral agencies and private financial 
institutions.  To date, the ADB has collaborated with institutions—including the 
World Bank, the European Investment Bank, the French Development Agency and 
the West African Development Bank—in supporting joint ventures which not only 
pool project risks, but also improve the quality of the projects. 

 
 Private Sector Development.  The Bank’s Private Sector Development Department 

can provide and co-ordinate a range of financial and advisory services ranging from 
privatisation and financing alternatives, to project preparation and impact assessment.  
In 1998 the ADB approved UA112 million (US$158 million) for private sector 
projects; a three-fold increase on the previous year; approximately 35 percent of this 
amount supported projects in North Africa.  The Bank consolidated traditional areas 
of project financing and equity participation, and was a catalyst for mobilising 
resources for infrastructure projects. 

 
 Policy Advice. Given its unique position as Africa’s premier development finance 

institution, the ADB Group has, over time, amassed a pool of knowledge and 
expertise in Africa’s development issues.  Such resources could be brought to bear in 
this area.  The Bank could provide technical assistance to these countries to facilitate 
the creation of an enabling environment, promote regional investment projects, revise 
and rationalise investment codes and fiscal regimes, and develop capital markets.  
This would be achieved through (a) special advisory services on project structuring 
and financial packaging during investment appraisal, (b) financial advisory services 
to governments for privatisation and investment projects and (c) policy advice to 
governments on private sector development, promotion of foreign investment and 
capital market development. 
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