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It is reasonable to assume that the most
significant trend in this new millennium is
global competitiveness. In the face of
the opportunities and challenges posed
by the new paradigm of the “global
economy”, nations are moving to
integrate their economies with those of
their neighbors, to create larger and
more competitive regional economic
blocs, and to engage in international
trade—not just as individual states but
as regional powers.

This shift is nowhere more urgent than in
Africa, where the combined impact of
our relatively small economies, the
international terms of trade, and the
legacy of colonialism, mis-rule, and
conflict has meant that we have not yet
assumed our global market share—
despite our significant market size.

The advantages of regional integration in
Africa were recognized long before the
term “globalization” was coined. The
creation of the Organization of African
Unity (OAU) in 1964 reflected the
awareness, by the leaders of the day,
that Africa’s strength was rooted in
pan-African cooperation. The Southern
Rhodesia Customs Union was
established in 1949, and the East
African Community in 1967. But while
the intentions behind these early efforts
to promote regional integration may
have been genuine, the impact of
Africa’s first regional economic
communities was limited.

Much has changed. Across the
continent Africa’s leaders and citizens
have taken dramatic steps to open and
transform centralized economies, to
invigorate the African private sector, and
to build the institutions that can sustain
political stability and economic
development. Regional economic
communities now operate in West, East,
North, Central, and Southern Africa, and
the treaty establishing the African
Economic Community sets forth a vision
of a continental community.

The OAU Charter and the Constitutive
Act establishing the African Union define
regional integration as one of the
foundations of African unity. And the
Lagos Plan of Action and the Abuja
Treaty elaborate the specific economic,
political, and institutional mechanisms
for attaining this idea. The adoption of
the New Partnership for Africa’s
Development (NEPAD) provides an
overall development framework for the
continent that assumes regional
integration as one of its core objectives.
The establishment of the Commission of
the African Union, and agreement on its
priorities, makes it clear that Africa’s
leadership is committed to moving the
regional integration process forward,
effectively and efficiently. Indeed, the
creation of the Commission of the
African Union and the resounding
commitment of Africa’s leadership to
regional integration means that we are
now poised to “fast track” our efforts.

This overview, drawn from the
groundbreaking policy research report on
Assessing Regional Integration in Africa,
points the way forward. It reviews the
benefits of integration—sustainability,
increased investment, the consolidation
of economic and political reforms,
increased global competitiveness, the
promotion of regional public goods, and
the prevention of conflict. Yet it makes
no secret of the direct and indirect
costs. Most significantly, however, it sets
forth—with precision and clarity—the
immediate challenges and a blueprint for
progress.

First and most prominent among our
challenges is, indeed, to consolidate our
success. Africa’s longstanding
recognition of the needs and benefits of
regional integration has spawned the
proliferation of regional economies and
protocols across the continent. But these
have yet to be strategically consolidated.
So, there is considerable overlap—of the
53 African countries, 26 are members of
two regional economic communities, and
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20 are members of three. One country
belongs to four, while only 6 maintain
membership in a single community. This
leads to wasteful duplications of effort,
increases the burdens imposed on
member governments, and diminishes
our collective success.

As the Third African Development Forum
convened in Addis Ababa in 2002
emphatically agreed, now is the time to
rationalize our institutions, our protocols,
and our efforts.

With the clear mandate enshrined in the
commitment of African leaders, the
strategic framework provided by the
Commission of the African Union, and
the analytical support available from a
revitalized Economic Commission for
Africa, we face both the imperative and
the opportunity to streamline and

consolidate our efforts and transform the
broad range of strong, regional
economic institutions into a coherent,
interactive, and strategic whole.

That Africa needs to move in this
direction is without question. That we
have committed ourselves to doing so is
apparent. That we can achieve our goal
is also evident. With this overview and
with the full report, Africa’s leaders and
institutions have a roadmap for change
and transformation.

Now is the moment. A rapidly changing
global economic environment demands
that we move swiftly, and strategically, to
achieve regional integration. Our
longstanding commitments to
cooperation across borders propel us.
And the needs and aspirations of our
people compel us.

Alpha Oumar Konaré
Chairperson
Commission of the African Union

K.Y. Amoako
Executive Secretary
Economic Commission for Africa

     



The Organization of African
Unity (OAU) Charter and the
Constitutive Act establishing
the African Union define
regional integration as one of
the anchoring ideals of African
unity. The Lagos Plan of Action
and the Abuja Treaty
establishing the African
Economic Community spell out
the economic, political, and
institutional mechanisms for
attaining this ideal. 

African leaders now recognize more
than ever the urgency of accelerating
Africa’s integration, especially given the
challenges of regionalism amid
globalization. The World Trade
Organization’s rules for the world trade
system have heightened global
competition and raised the stakes for
Africa. This urgency is reflected in the
establishment of the Commission of the
African Union and the orientation of the
units of the Commission. 

To move the regional integration process
forward, African countries have also
adopted the New Partnership for Africa’s
Development, the overarching
development framework for the region,
recognized by the United Nations and
its agencies and such global bodies as
the G-8 industrial countries. 

Progress in African integration is mixed
across sectors, regional economic
communities, and member states.
There have been some strides in trade,
communications, macroeconomic
policy, and transport. Some regional
economic communities have made
significant progress in trade
liberalization and facilitation (the West
African Economic and Monetary Union,
or UEMOA, and the Common Market
for Eastern and Southern Africa, or
COMESA), in free movements of
people (the Economic Community of
West African States, or ECOWAS), in
infrastructure (the Southern African

Development Community, or SADC,
and the East African Community, or
EAC), and in peace and security
(ECOWAS and SADC). Overall,
however, there are substantial gaps
between the goals and achievements
of most regional economic
communities, particularly in greater
internal trade, macroeconomic
convergence, production, and physical
connectivity.

Trade
The progress towards harmonized and
integrated subregional markets has been
slow. But regional economic
communities such as UEMOA, CEMAC,
and the Southern African Customs Union
are customs unions, while others are at
varying stages of progress in establishing
free trade areas. Intracommunity trade is
also generally limited. 

Macroeconomic convergence
Some regional economic communities
have established macroeconomic
convergence criteria to help their
members focus on economic stability as
a sine qua non of integration and
development. But due to civil conflicts
and differences in economic and
political governance, it has been difficult
to achieve convergence. And even
where some progress had been made,
policy reversals have occurred.

Transport
All the regional economic communities
have introduced instruments in one form
or another to promote unimpeded transit
facilitation, reduce cost, and improve
overall efficiency. A notable achievement
is the Yamoussoukro Decision to
gradually liberalize air transport in Africa.
But the reality on the ground is that
transport costs in Africa are still among
the world’s highest. For example,
shipping a car from Japan to Abidjan
costs $1,500 (including insurance);
shipping that same car from Addis
Ababa to Abidjan would cost $5,000.
Throughout the continent, many road,
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air, and rail networks remain
unconnected. 

Communication
There has been measurable success in
intercountry connectivity, thanks to the
global revolution in telecom technology
and the growing commercialization and
privatization of national services. Some
regional economic communities show
more connectivity (SADC, ECOWAS,
COMESA, and the Arab Maghreb
Union, or UMA), while others are
lagging behind (the Central African
Economic and Monetary Community, or
CEMAC, the Economic Community of
Central African States, or ECCAS, and
the Economic Community of Great
Lakes Countries, or CEPGL). And it is
still a major pain to make a call across
national borders in Africa. 

Energy
Many regional economic communities
aim to minimize energy costs by
exploiting economies of scale through
larger regional supply systems based on
power pools and interconnected grids—
and by developing environmentally
benign power sources. There has been
appreciable progress among some
ECOWAS member states, as well as in
SADC and the EAC. 

Knowledge sharing
There is visible cooperation in early
warning systems, agricultural research,
and capacity building. The SADC region
is served by the Southern African
Centre for Cooperation in Agricultural
Research and Training in Southern
Africa. And international institutions—
such as the International Institute for
Tropical Agriculture and the International
Water Management Institute—are
contributing to African integration

through exchanges of information on
best practices among regional
economic communities.

Free movements of people
A few regional economic communities,
particularly ECOWAS and the EAC, have
made considerable progress. ECOWAS
has introduced the ECOWAS Passport,
a giant step towards eliminating barriers
to the cross-border movement of
citizens, and indeed towards promoting
a common identity among ECOWAS
citizens. The EAC has also introduced a
common passport valid within the
community to facilitate cross-border
movement of the nationals of its
members. Free movement in other
regional economic communities is more
restricted, pursued more on a country-
to-country basis than multilaterally. 

Public goods
Little has been done on the production
and use of public goods through
collective efforts and resource pooling,
except in maintaining peace and
security, where ECOWAS and SADC
have recorded major achievements.
Programmes for harnessing physical
resources and for combating crime,
HIV/AIDS, and technological
backwardness remain largely national in
outlook.

* * *

Progress in the various aspects of
integration has been hampered by the
lack of resources, both financial and
human, the low implementation of treaty
obligations, the inability to prevent and
resolve conflicts decisively, and the
different national currencies, almost none
of them convertible, with the CFA franc
zone the only real exception.

           



Attempts at regional and
subregional integration give
clear indications of the
challenges the region faces in
the quest for greater integration
and development.

Rationalizing the regional
economic communities 
Countries may form separate groupings
within larger blocs to accelerate
integration, or they may belong to
several blocs to maximize the benefits
and minimize the risks of integration. But
the presence of so many communities
spreads limited resources thin,
complicates the overall continental
integration process, and puts enormous
strains on governments’ ability and
resources to cope with diverse agendas
and exigencies. It is therefore imperative
to move rapidly to rationalize the regional
economic communities.

Ratifying protocols 
Protocols are needed to put treaties into
effect. But many member states have
been slow in signing and ratifying
regional economic community protocols,
which in many cases are contradictory.
The regional economic communities
should implement mechanisms to
ensure a more expeditious approach to
ratifying protocols. For example,
ratifications could be substituted by
“acts”, “decisions”, or “directives” that
take effect immediately. The African
Union could play a role in rationalizing
the number and provisions of protocols
across the regional economic
communities, aligning them to
continental objectives and securing the
eventual convergence of subregional
goals. 

Matching ambitions with resources 
The regional economic communities
have limited capabilities and resources,
leaving substantial gaps between what
is written in treaties and what happens
on the ground. Successful integration
requires secretariats with the staffing,

financial resources, and authority to act
for member states. The regional
economic communities also need to set
priorities for their activities and focus on
concrete and achievable objectives. 

It is also generally recognized that
inadequate financing is one of the main
barriers to Africa’s integration. Financial
resources to support the regional
economic communities come mainly
from assessed contributions, but paid
contributions have remained very low in
relation to the budgeted needs and to
the assessments. Concrete schemes
should be designed to mobilize
resources both internally and from
external sources. Self-financing
mechanisms—such as the system of
community levies prevailing in the West
African Economic and Monetary Union
and the Central African Economic and
Monetary Community, special airport
taxes, negotiable allocations from GDP,
and dividends from debt relief, among
others—are sources to be considered.

Resources are needed to finance such
projects as the African trunk road
network and an African rail network,
getting agreement on design and
construction standards and on technical
and operational standards, such as axle
load limits. The New Partnership for
Africa’s Development should be the
driving force, working with the regional
economic communities to coordinate
efforts and to mobilize and pool
resources to strengthen Africa's physical
integration. 

Giving more impetus to private
sector involvement 
The private sector in most African
countries is not part of the identification,
formulation, and implementation of
integration policies and programmes.
Treaties of most regional economic
communities do not specifically address
the involvement of the private sector.
But the private sector can be an
important partner in integration by
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providing financial and human resources
to support regional projects. And
through its representatives and
organization, the private sector can
influence policymaking and push
governments to ratify and implement
protocols, stabilize macroeconomic
conditions, establish high institutional
quality, and maintain an efficient and
reliable bureaucracy and the rule of law.
And to the extent that firms operate
across borders, they also stand to
benefit from the rationalization of rules of
operations across countries.

Some caveats in moving forward 
Revitalized regional integration offers
one of the most credible strategies for
tackling Africa’s development
challenges because of the many
weaknesses in resources and other
aspects of economic capacity that
individual countries face. Collective
efforts, with dynamic political
commitment to integration, can help
overcome the daunting challenges. But
the benefits of regional integration are
neither automatic nor necessarily large.
The following caveats must therefore be
noted:

• Regional integration is just one
instrument for advancing African
countries. To be effective, integration

must be part of an overall
development strategy. So regional
integration arrangements should
address problems for which they are
well suited.

• Regional integration arrangements
can create winners and losers,
making it essential that members
assess the prospective benefits and
costs of regional integration to boost
gains and minimize losses. Strategies
should include a transparent,
equitable, rules-based system for
sharing gains and resolving disputes.

• Realizing the benefits of regional
integration requires strong, sustained
commitment from member countries.
Leaders should view these
arrangements as more than good
“sound bites” in economics and
politics. They should dedicate the
effort required to make them work. It
is also important that members
implement domestic policies and
build domestic institutions aimed at
promoting growth, macroeconomic
stability, and poverty reduction.

The role of the African Union in providing
leadership for meeting the many
challenges of regional integration is
critical.

   



Most African countries have low
incomes and small populations,
major limitations to economic
expansion. Their production
structures are weak, constrained
by a variety of inadequacies.
Conflicts are a major problem in
some countries, with attendant
human and economic costs.
Economic and political reforms
have only gradually—and
sometimes haltingly—taken hold.

Despite decent growth in recent years,
incomes remain low, with the bulk of the
people in many countries living in
poverty. Worker productivity is low,
though it varies widely among African
countries, being higher in South Africa
and Maurituis and lower in the least
developed countries. 

Given the small size of African national
markets, regional integration is
perceived as a necessary strategy for
generating faster growth and
development by overcoming the
“smallness” in production, investment,
and trade. But there are also costs that
must be borne. Integration thus is an
“investment”. 

The potential benefits
The potential benefits of regional
integration arise from two broad
sources: scale and competition.

Small markets constrain the number and
scale of firms or projects that can be
sustained, hindering competition among
firms and the development of scale
economies. Through regional integration,
markets get combined, enabling firms to
expand and markets to be more
competitive. The greater competition
and the possibility of bankruptcy may
induce firms to eliminate internal
inefficiencies and raise productivity. 

Regional integration arrangements can
also increase investment in member
countries by reducing distortions,

enlarging markets, and enhancing the
credibility of economic and political
reforms. The results can raise the
returns to investments, make larger (and
lumpier) investments more feasible, and
reduce economic and political
uncertainty. Moreover, customs unions
can encourage foreign investors to
engage in tariff jumping—that is,
investing in one member country to
trade freely with all members—
expanding investments by local and
foreign investors. Apart from its direct
impact on production, increased
investment—particularly foreign direct
investment—can promote knowledge
and technology transfers and spillovers,
raising productivity in member countries. 

Regional integration can also enhance
the credibility and the continuity of
economic and political reforms in
member countries because such
arrangements act as a collective agency
of restraint and provide a framework for
coordinating policies and regulations. As
a part of integration, countries are often
required to update and improve their
legislative and regulatory frameworks.
And adhering to specific macroeconomic
convergence criteria and forcing
countries to create a macroeconomic
environment supportive of international
competition facilitate sound economic
outcomes, such as low inflation, low
deficits, and consistent exchange rates. 

Deciding to participate in regional
integration can increase the credibility of
a government’s commitment to
macroeconomic stabilization, with
additional positive spillovers to growth.
And integrating with countries that have
efficient institutions—bureaucratic
procedures, rule of law, enforcement of
property rights, efficiency of the judicial
system, transparency of governance—
can stimulate other countries to reform
and benefit from learning and spillovers.

By banding together through regional
integration arrangements, member
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countries can enhance their international
economic bargaining power, especially
beneficial for small countries in trade
negotiations. But members must
negotiate as a group—an approach not
always taken because of divergent
national interests. A related goal of
regional integration arrangements is to
raise the profile of each member.

Countries, especially small and low
income ones, can benefit from
cooperation—including resource
pooling—to promote regional public
goods. Regional integration arrangements
can promote cooperation in two main
ways. First, such arrangements can
provide a framework for cooperation on
shared resources (such as rivers, road
and rail links, and electricity grids) or
shared problems (such as pollution or
transport bottlenecks). Embedding
regional cooperation in integration
arrangements bolsters enforceability.
Second, the regular contact and
collaboration among policymakers that
regional integration arrangements
generate can enhance rapport and trust,
facilitating cooperation in areas not
explicitly covered by an agreement.

Regional integration can also help reduce
the risk of conflict in two ways. The
greater interdependence among
members makes conflict more costly. And
regular political contact among members
can build trust and facilitate cooperation,
including on security. Security
arrangements and conflict resolution
mechanisms are sometimes included in
regional integration arrangements.

The potential benefits that accrue to the
group depend on the depth of

integration, in terms of removing
protection and other barriers created by
border frictions, including red tape at
national borders and differences in
national product standards. Those
benefits thus depend on the levels of
commitment and trust that are built
among the member states.

The potential costs
Integration entails some costs as well.
First, trade diversion—the displacement
of lower cost production from
nonmembers by higher cost production
from partner countries due to reduced
barriers within a regional integration
arrangement—has been a major
problem in several regional integration
arrangements. The arrangements
generate welfare gains if trade creation
dominates trade diversion, but this
outcome cannot be known in advance.
Second, such arrangements reduce
government revenue from tariffs, both
directly through tariff cuts among
members and indirectly through a shift
away from imports from nonmembers
subject to tariffs. The cost of this loss
depends on how easily members can
switch to alternative means of raising
funds. But it can be quite high in
developing countries that rely on tariff
revenue.

There could also be indirect costs
arising from the free movement of
people across national borders—for
example, the extra vigilance required to
prevent crime across borders. In
addition, there could be some
diminution of national sovereignty and
culture due to integration. On balance,
however, regional integration is likely to
bestow more benefits than costs.
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Moving forward on integration
requires unwavering political
commitment and intense effort.
By establishing the African
Union, African leaders have
committed themselves to
determined efforts to speed up
pooling on the African continent
into a single economic bloc.
The African Union is perceived
as a faster process that avoids
past pitfalls and builds on
strengths and positive
experiences. By and large, the
African Union concept
maintains the doctrinal thrust
of the African Economic
Community in its goal of forging
economic, if not political,
unification of the African
continent. 

For the African Union to succeed, some
burning institutional issues (lingering for
years) need to be decisively addressed
in the immediate and medium term.
Clear guidelines, benchmarks, and
timelines for progress have to be
established. The protocol on the
relationship between the African Union
and the regional economic communities
and associated structures should help
establish the guidelines and
benchmarks on outstanding institutional
issues and other immediate institutional
priorities. 

Rationalizing regional economic
communities without delay 
The Constitutive Act for the African Union
defines the African Union’s policy
structure. What needs to be sorted out is
the institutional structure, with the regional
economic communities as a principal
part. The regional economic communities
need to be defined in clear terms, and
standards of achievement need to be set
for them. The protocol on the relationship
between regional economic communities
and the African Union should help
establish guidelines for implementing
common agendas, with clearly agreed

common phases and schedules. Among
the immediate areas of concern where
rationalization or greater coordination and
harmonization would be highly beneficial
for an accelerated African Union agenda
are trade policies and instruments, policy
convergence, and factor mobility.
Cleaning up the disparate trade and
policy convergence agendas will be
particularly helpful for building an effective
unified economic and market space in
each of the five main subregions.

Because trade and industry go hand in
hand, trade and industrial policies
should be harmonized not only within
each regional economic community but
also across communities to focus equal
attention on manufacturing as a driving
force to trade development and
promotion within the communities and in
global markets.

The role of the private sector in
expanding intraregional trade and
integrating markets in Africa must be
encouraged and strengthened. Cross-
border private investment in industry,
agriculture, and infrastructure should be
encouraged through investment-friendly
policies—for example, establishing a
regional charter on investment that
harmonizes policies and encourages
cross-border investments.

Reinforcing the African Union—and
regional economic communities—
with resources and authority
Sustaining a credible framework and
system of legal rights and obligations
requires strong monitoring and
surveillance mechanisms. The African
Union cannot simply depend on loose,
nonenforceable protocols whose
implementation depends on the best
efforts of member states. Decisions by
the African Union and regional economic
communities should not be
implemented only when a member state
is ready and willing to abide by them—
they should be implemented as a single,
legally binding undertaking.

Laying a
solid
foundation
for the
African
Union
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The African Union structures—especially
the regional economic communities, the
African Parliament, and the Court of
Justice—need supranational clout to
enforce African Union interests over
parochial national interests. Their
decisions should be legally binding on
all member states, and they should be
able to invoke sanctions for
noncompliance. The African Union must
also be equipped with a monitoring
capacity to review the compliance of
member states with visions, obligations,
and commitments. Doing so will make it
easier to harmonize national policies with
the objectives, strategies, and
commitments of the African Union and
the regional economic communities.

The African Union Commission and the
secretariats of the regional economic
communities must be fully equipped to
participate in the activities of the New
Partnership for Africa’s Development.
They require financial and human
resources to function as centres of
excellence. On financial issues, a
clearer distinction should be made
between financing the secretariat
structures and financing development
and integration activities.

Ensuring effective donor
coordination to support Africa’s
integration
The African Union Commission and the
secretariats of regional economic
communities can also help coordinate
donor assistance to aid integration. The
African Development Bank, the
Economic Commission for Africa, the
European Union, the World Bank, and a

host of other institutions and countries
continue to show interest in supporting
Africa’s integration agenda. It has been
difficult for the African Union
Commission and the regional economic
communities to prevent overlapping
assistance from these sources. But it is
in the collective interest of the African
Union, regional economic communities,
and their development partners to
ensure that coordination improves the
effectiveness of aid.

Anchoring the African Union on a
solid financial basis
The African Union needs to have a
comprehensive financial plan for its
implementation. For example, the EU-
financed budget runs in the billions of
euros, with a significant share used to
level the playing field by supporting the
economies of weaker countries under
the Structural Fund. A similar initiative
needs to be put in place to finance the
various African Union institutions and
sustain Africa's integration process. 

Fulfilling responsibilities of member
states
Member states need to enhance their
actions at the national level by timely
ratification of protocols and
implementation of community decisions.
They must give full support to the
regional economic communities and set
up an integration ministry, relevant
subnational structures, or an appointed
coordinator with full authority and
capacity to coordinate and monitor the
implementation of the commitments to
the regional economic communities and
the African Union. 

This authority should include the ability
to coordinate the objectives and
instruments of regional integration with
national economic policymaking
organs, to ensure regular payment of
assessed contributions, and to follow
up on regional programmes and
commitments. Each country should
also set up a national task force with
representatives from the private sector
and civil society to map out a strategy
to fulfil its responsibilities.

Other regional actions
At the continent level, stakeholders need
to take steps to:

• Adopt a rule-based system for
implementing Africa’s regional
integration agenda to enforce
standards and commitments to
integration at all levels.

• Develop a rigorous coordinating and
monitoring mechanism to track
progress on integration at all levels.

• Build mass awareness of regional
integration among the African people
and involve them in the process.

• Hold member states accountable to
the common values embedded in
the rule of law, good economic and
political governance, and respect
for human rights, within the
framework of the African Peer
Review Mechanism.

• Institutionalize the involvement of the
private sector in the structures of the
African Union’s decisionmaking.
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Africa now has 14 regional
economic communities, with
two or more in almost all
subregions. 

In West Africa the West African
Economic and Monetary Union
(UEMOA) and the Mano River Union
(MRU) coexist with the Economic
Community of West African States
(ECOWAS). Central Africa has the
Economic Community of Central
African States (ECCAS), the Central
African Economic and Monetary
Community (CEMAC), and the
Economic Community of Great Lakes
Countries (CEPGL). East and Southern
Africa share the Common Market for
Eastern and Southern Africa
(COMESA), the East African
Community (EAC), the Inter-
Governmental Authority on
Development (IGAD), the Indian Ocean
Commission (IOC), the Southern
African Development Community
(SADC), and the Southern African
Customs Union (SACU). North Africa
hosted only the Arab Maghreb Union
(UMA) until the Community of Sahel-
Saharan States (CEN-SAD) emerged,
though CEN-SAD’s membership
straddles other economic communities
and subregions. 

The overlap extends to the country level
(see figure). Of the 53 African countries,
26 are members of two regional
economic communities, and 20 are
members of three. The Democratic
Republic of Congo belongs to four. Only
6 countries maintain membership in just
one regional economic community.

Duplication of effort
Many studies of African integration point
to the difficulties posed by multiple
regional economic communities and
overlapping memberships. In all African
subregions several regional economic
communities pursue essentially identical
mandates and objectives, leading to

wasteful duplication of effort. The
overlaps tend to dissipate collective
efforts towards the common goal of the
African Union, muddying the goals of
integration and leading to
counterproductive competition among
countries and institutions.

Multiplication of costs
The overlaps also add to the burdens of
member states. A country belonging to
two or more regional economic
communities faces multiple financial
obligations and must cope with different
meetings, policy decisions, instruments,
procedures, and schedules. Customs
officials have to deal with different tariff
reduction rates, rules of origin, trade
documentation, and statistical
nomenclatures. The range of
requirements multiplies customs
procedures and paperwork, counter to
trade liberalization’s goals of facilitating
and simplifying trade.

Principles of rationalization
Rationalizing the regional economic
communities has become a major
issue. The Third African Development
Forum on regional integration, held in
Addis Ababa in March 2002,
emphatically called for rationalization.
Recent brainstorming meetings within
the African Union have also
emphasized the imperative to
rationalize the multiple groupings (see
box). Indeed, the regional economic
communities’ coherence, efficiency,
and effectiveness are essential if they
are to be building blocks for Africa’s
integration and the African Union. More
uniformity of action and greater
discipline will drive the integration
process at the national, subregional,
and continent levels. The rationalization
of the regional economic communities
should be anchored on the following
principles: 

• Sharing a vision by aligning the
regional economic communities with
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the African Union and the New
Partnership for Africa’s Development. 

• Strengthening the efficiency of
regional economic communities.

• Ensuring the geographical viability of
the regional economic communities. 

• Broadening the economic and
market space for production and
investments.

• Developing transitional measures to
gradually replace the current
institutional arrangements. 

Scenarios for rationalizing regional economic communities

The advent of the African Union provides a good opportunity to address the

many regional economic communities and the overlapping memberships and to

move towards a more coherent and structured path to Africa’s integration. 

Rationalizing regional economic communities could mean could mean

merging some regional economic communities, or it could mean abandoning

some communities or some programmes. It could also imply enhancing the

content and pace of coordination and harmonization efforts among the regional

economic communities. 

First scenario—reconfiguring the regional economic communities.

Merge the regional economic communities or consolidate them into a few ones. 

• There would be only a few regional economic communities (five or six) to

serve as building blocks for the African Union. 

• Countries with multiple regional economic community memberships

would have to choose the one economic community that best serves

their interests. 

• To smooth the process, transitional arrangements could be put in place

to phase out the status quo and eventually establish the consolidated

regional economic communities at dates to be agreed upon. 

Second scenario—retaining variable geometry under a new paradigm.

The 14 regional economic communities could continue, but under a new

paradigm of distributed responsibilities and functions among the different

regional economic communities operating in the same subregion.

Third scenario—retaining the status quo with greater coordination

and harmonization.

The third scenario would maintain the 14 regional economic communities, with

their coordination and harmonization more intensely monitored and benchmarked

at the subregional and continent levels. A predetermined target date would

ensure unification of the regional economic communities in each subregion.

Under all three scenarios, the creation of additional regional economic

communities would have to be avoided or strictly regulated by the African Union.

Source: Economic Commission for Africa, from official sources.
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All the regional economic
communities have treaties that
set out broad areas of
agreement and general
objectives, principles, and
commitments. They also have
protocols (also known as
conventions or acts) laying out
the practical steps for
implementing treaties.

The protocols are needed to put treaties
into effect. But some member states do
not sign or ratify them—or submit their
ratification instruments in a timely way.
The resulting delays have made it
difficult to adhere to the provisions of
the treaties. 

Slow ratification of protocols
For example, a treaty might provide for a
regional economic community to reach
the stage of a free trade area by a given
date. But negotiations on the trade
protocol may take so long that the
protocol may not even be signed by the
target date. So, many—and perhaps
all—trade liberalization schemes have
had to be rescheduled.

African Union. Consider the African
Union. As of June 17, 2003, the policy
organs of the Organization of African
Unity (now the African Union) had
adopted 24 treaties or conventions, of
which 14 had entered into force. 

The Protocol on the Peace and Security
Council entered into force in December
2003, thanks to the ratification by 27
members of the African Union. But why
have the other half of the members still
not ratified it? The protocol on the
African Court on Human and People’s
Rights has been ratified by only 15
members of the African Union. 

The African Economic Community, and
now the African Union, still has to
finalize the 29 protocols anticipated
under the Abuja Treaty for ratification by

member states. It seems unrealistic to
expect these protocols to be signed
and ratified soon. 

Regional economic communities.
Within the regional communities, the
ratification of protocols is not any
speedier: it is rare to find a protocol
ratified by all the participating countries.

Too many protocols—and
uneven interest
Part of the problem is the large number
of protocols. The burden of ratification is
multiplied for a country belonging to
more than one regional economic
community. 

Ratification is also affected by uneven
interests by member states. Countries
may sign protocols to show their
commitment, but with no intention to
ratify them because they stand to gain
little from them. For instance, island
countries might have very little interest in
ratifying a protocol on road transport
networks on the mainland. 

There obviously is great need to prepare
protocols that balance the concerns and
interests of all parties.

Moving to acts or decisions that
take immediate effect
With countries slow in signing,
ratifying, or implementing regional
economic community protocols, some
regional economic communities, rather
than signing protocols that need
ratification by national legislative
bodies, are adopting “acts” or
“decisions” that take immediate effect.
The approach, used by the West
African Economic and Monetary Union
and the Central African Economic and
Monetary Community, could do much
to increase efficiency.

Harmonizing protocols
The Abuja Treaty and the Constitutive
Act for the African Union should provide
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a framework for the convergence of
regional economic community protocols.
The Protocol on the Relationship
between the African Economic
Community and the regional economic
communities tried to address this by
bringing the operation of the
communities under the umbrella of the
African Economic Community through
greater coordination and harmonization
of activities. 

The new version of the protocol to be
signed between the African Union and the
regional economic communities should
clearly define the common vision and
targets and the guidelines for developing,
signing and ratifying protocols of the
regional economic communities. This
should avoid overlaps and ensure
consistency with the overarching goals of
the African Union and the New
Partnership for Africa’s Development.

 



The regional economic
communities have made
progress in some areas, but
they have encountered many
problems that have slowed
regional integration. The four
main challenges confronting
regional economic communities
are:

• Wide scope of objectives. 

• Inadequate human resources.

• Financial problems.

• Inadequate equipment.

Wide scope of objectives
Some regional economic communities
have overambitious work programmes,
usually representing the accumulation of
multiple unfunded mandates from their
political authorities. For instance, like
many other regional economic
communities, the Southern African
Development Community’s (SADC’s)
main areas of cooperation and
integration have increased from 9 in
1980 to 21 in 2001. Its programme of
action has expanded to more than 400
projects with an estimated cost of $6.1
billion, of which only about $2.3 billion
(38%) has been forthcoming. There is
thus a significant mismatch between the
ambitions and resources. 

Inadequate human resources
Due to their wide scope, regional
economic communities lack the human
resources to cover all subjects. Almost
all regional economic communities suffer
from inadequate material, financial, and
human resources to enable them to
drive their respective integration
agendas. In addition, the issues are
becoming more complex. Regional
economic communities need adequate
human resources to deal with a diverse
range of issues, including regional policy
formulation, project formulation,

monitoring and implementation,
international trade negotiations, and
economic partnership agreements. 

Financial problems
The operations of the regional economic
communities suffer from inadequate and
irregular funding, for a variety of reasons
that vary in severity across regional
economic communities. The biggest
reason is the inadequacy of their funding
mechanisms.

Inadequate equipment
Many regional economic communities
lack modern technological tools. Some
do not have Web sites and intranet
connections. Or if they do, the systems
and networks are poorly developed, not
regularly updated, and subject to
frequent breakdowns. 

The way forward
The existence of 14 regional economic
communities with overlapping
memberships spreads already limited
capacities and resources even thinner.
Rationalizing the regional economic
communities is thus imperative to
reduce wasteful duplication and improve
the flow of resources.

Refocusing policies and scopes of
operation
Regional economic community activities
should be limited to areas of clear
comparative advantage. This can be
done by identifying where institutions
other than regional economic
communities can play leading roles.
Regional economic communities can
thus save resources by not being
involved in activities in which they lack a
comparative advantage relative to the
countries themselves and other regional
organizations. 

The regional economic communities
can do better by concentrating on trade
liberalization; macroeconomic policy
convergence; harmonization of
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positions, policies, and regulations; free
movement of people, knowledge
sharing, power pooling, and
development of early warning systems
on conflicts. But they should serve only
as a catalyst for cooperation on
transport and communications, other
sectoral agendas, international
negotiations, and the involvement of
civil society and the private sector. 

Improving synergies
There is a need to increase synergies
among regional economic
communities, especially those

operating in the same subregion,
through joint programming, joint
capacity building, joint financing,
periodic exchanges of information and
expertise, and a rational distribution of
responsibilities. The larger regional
economic communities could
concentrate on wider regional issues,
such as trade liberalization, free
movement of people, and
macroeconomic policy convergence.
Smaller regional economic communities
could deal with more specific sectoral
issues of common interest to their
member states.  

   



Inadequate funding has been a
persistent weakness of the
regional integration process.
Indeed, the contributions paid
by member states barely cover
the operating expenses of the
regional economic communities,
forcing most into dependence
on external assistance. 

If the African Union is to make a
difference to the African Economic
Community, the Peace and Security
Council, the African Investment Bank,
and the African Parliament must become
effective, operational, and sustainable.
This requires a financing strategy that
takes into account the short-, medium-,
and long-term financing needs of the
African Union, the regional economic
communities, and other ancillary entities
and technical arms. Such entities must
be strongly supported because they
have comparative advantages that
complement the activities of the regional
economic communities in advancing the
African Union and Africa’s integration.

Unhealthy finances
The financing gap depends largely on
the scope of cooperation, so refocusing
that scope should help. But until
integration institutions and programmes
are rationalized, the main concern of the
regional economic communities has
been to cope with the ambitious
mandate entrusted to them by their
treaties and protocols. The inevitable
result has been unhealthy finances.
Consider the Central African Economic
and Monetary Community (CEMAC), the
Common Market for Eastern and
Southern Africa (COMESA), and the
Southern African Development
Community (SADC) (see figure).  

Third-country levies
To put themselves on a sounder
financial footing, some regional
economic communities—the West
African Economic and Monetary Union

(UEMOA), the Economic Community of
West African States (ECOWAS),
CEMAC, SADC, COMESA, and the
Economic Community of Central African
States—have explored financing
mechanisms based on a levy on imports
from third countries. UEMOA has
already put the scheme into operation.
ECOWAS and CEMAC have it partly in
place. The prime objective is to make
the economic integration more financially
solid and the regional economic
communities less dependent on
member state coffers and external
sources. 

The mechanism aims at mobilizing more
substantial and regular resources that
would cover:

• The regular budgets of the
secretariats of the regional economic
communities.

• Compensatory mechanisms where
they exist or are contemplated.

• Regional projects, programmes, and
related studies.

• Regional development funds.

UEMOA and CEMAC show that such a
mechanism is more easily understood
and acceptable to member states when
predicated on specific studies tailored to
the economic conditions, the nature and
scope of fiscal policies, the nature and
range of commodities to be subjected
to the community levy, and the financing
needs of the regional economic
community. 

Unique features
By and large, however, the following
unique features need to be preserved:

• Autonomy from national budgets.

• The automatic nature of the levy, to
ensure a regular flow of resources.

6

Until integration

institutions and

programmes are

rationalized, the

main concern of the

regional economic

communities has

been to cope with

the ambitious

mandate entrusted

to them

Financing
regional
integration

           



• Steady growth and sustainability of
resources so that the flow of
resources would at least maintain the
capacities of regional institutions and,
ideally, support huge integration
programmes.

• Little effect on taxes.

Other sources of finance
In addition to this mechanism, other
possible sources of funding integration
activities can include special
allocations from GDP, airport taxes,
and agreed allocations of dividends
from debt relief measures to support
integration.

Member states’ asssessed contributions fall far short of
projected financial needs in CEMAC, COMESA, and SADC
US$ millions
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Source: Economic Commission for Africa, from official sources.

       



Africa has yet to take full
advantage of the possibilities of
intra-Africa trade—this, despite
the many reforms to open
markets and promote
intraregional and interregional
economic community trade. 

For most African countries, the structure
of trade over the past 40 years has
remained largely unchanged, with:

• A commodity structure of exports
dominated by primary products. 

• More than 80% of export earnings
from primary commodities.

• Imports heavily weighted in
manufactured goods.

• A heavy concentration of exports and
imports in markets in Europe, Asia,
and North America.

Trade liberalization programmes are
designed to boost trade within the
regional economic communities. But
Africa’s trade as a share of GDP is low
(8.4%), with the Southern African
Development Community (SADC)
accounting for the largest share.
External trade dominates Africa’s total
trade, strengthening the case for
regional integration. 

Market integration
The regional economic communities’
integration process has hinged on
market integration with significant,
though not quite successful, efforts to
introduce trade liberalization schemes.
But full market integration remains an
aspiration, its realization impeded by
inadequate production of goods and
deficient capacities in transport,
communications, and energy. 

Some regional economic communities
have made appreciable strides towards
free trade areas and customs unions,
while others are at varying stages of their

trade liberalization agendas. The Common
Market for Eastern and Southern Africa
(COMESA) stands out as having the most
impressive programme of trade facilitation,
development, and promotion. 

Progress in trade liberalization has been
slow, in part because of concerns about
revenue losses. Nontariff barriers, such as
checkpoints, remain in place (see table).

Intracommunity trade averaged 10.5% of
exports and 10.1% of imports. Inter-
Africa trade between regional economic
community members and nonmembers
fared even more poorly—7.6% of
exports, 9.0% of imports. 

Manufactured goods account for 50%
or more of community exports in four of
the economic communities, but only
16–45% of exports in the majority of
regional economic communities. A few
countries dominate trade in
manufactures within the communities.

Overall direction of trade—within
and outside Africa
Community exports to destinations
outside Africa averaged 87.5% of
exports in 1994–2000, while sources
outside Africa accounted for an average
of 85% of community imports. So,
despite trade liberalization schemes,
economic communities still depend on
the outside world for trade:

• Africa largely produces goods that it
does not consume—and imports
goods that it does.

• There is limited product diversity
because most exports are primary
commodities that are little used in
value-added activities.

• To satisfy demand for many
products, countries have to resort to
outside markets.

World trade liberalization and other
external initiatives are encouraging
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countries to export to world markets.
These trends may increase as market
access conditions improve.

A significant level of cross-border trade
also occurs within the informal sector. If
official records captured such trade, intra-
African trade would likely be much
greater than 10%. There may also be
more cross-border movement of capital
through informal channels than official
records suggest. Capturing the dynamics
of the informal sector requires reconciling
current integration goals, policies,
strategies, research, and monitoring
programmes with this African reality.

The way forward
Liberalizing trade. Regional economic
communities that have fallen behind
should revitalize their liberalization efforts
by implementing free trade within two
years. The regional economic
communities should also focus on
nontariff barriers, increasing
transparency in implementing protocols
to remove them.

Harmonizing policies. Efforts should be
intensified to clean up trade agendas by
removing duplication, harmonizing

investment codes and factor mobility, and
promoting genuine unification of markets.
Trade and industrial policies also need to
be harmonized, both within and across
economic communities. More countries
need to join Egypt, Mauritius, South
Africa, and Tunisia, which have
developed capacities to diversify
production and export substantial
amounts of manufactured products to the
rest of Africa. Intersectoral linkages in
industry, agriculture, and infrastructure
should be encouraged to enhance
intracommunity trade.

Linking communities. Huge
investments are needed to link
communities with effective transport,
communication, and other physical
infrastructure. Such links would
substantially cut the cost of doing
business in Africa. Partnerships with the
private sector would speed construction
of these links.

Encouraging foreign investment.
Foreign direct investment has to be
encouraged to boost domestic
capacity expansion and generate
technological spillovers. These can
take the form of training local

employees, applying innovative
marketing and management
procedures, and importing and using
modern equipment incorporating
technical innovations.

Working with business. The business
community could be assisted with ideas
for developing new products, new
markets, and new ways of doing
business. A regular programme of
monitoring competitiveness, based on
indicators, policies, and capacity
building, could identify shortcomings
and tailor measures to overcome them.

Increasing awareness. Vigorous
campaigns should increase awareness
of stakeholders and the general public
on the benefits of the regional
economic communities’ trade
liberalization schemes—and intensify
the development and dissemination of
information on trading opportunities.
Such mechanisms as EUROTRACE and
the Trade Information Network (TINET)
could be placed closer to the business
community. Campaigns should also
target the elimination of border practices
inconsistent with trade liberalization
schemes.

Official checkpoints on selected routes of West African highways,
December 2000

Number of 
Distance Number of checkpoints per

Highway (kilometres) checkpoints 100 kilometres

Lagos (Nigeria) to 
Abidjan (Côte d’Ivoire) 992 69 7

Lomé (Togo) to 
Ouagadougou (Burkina Faso) 989 34 4

Niamey (Niger) to
Ouagadougou (Burkina Faso) 529 20 4

Abidjan (Côte d’Ivoire) to
Ouagadougou (Burkina Faso) 1,122 37 3

Cotonou (Benin) to
Niamey (Niger) 1,036 34 3

Accra (Ghana) to
Ouagadougou (Burkina Faso) 972 15 2

Source: ECOWAS Secretariat, 2001, “ECOWAS 1975–2000: Achievements and Prospects,” Abuja, Nigeria.

                  



Africa remains at the margin in
world trade, the result of
protection of domestic markets
by developed countries and
poor outcomes of trade policies
within the continent. Multi-
lateral trade and partnership
agreements pose challenges for
African countries in competing
with more developed regions
and in effectively participating
in complex negotiation and
decisionmaking processes.

Africa’s multilateral trade grew at an
average of 1.5% of GDP over
1994–2000, while intra-African trade
grew at only 0.5%. Multilateral trade
makes up just over half of Africa’s total
trade, but accounts for only 2% of world
trade. The continent’s share of global
manufactured exports is almost zero.

Africa has become increasingly marginal-
ized in international trade, with a significant
fall in its share of world exports, from 4.1%
to 1.6% between 1980 and 2000, and
world imports, from 3.2% to 1.3%. This
marginalization has also affected Africa's
share in world trade in raw materials, which
fell from 8% in 1980 to 4.4% in 2000. 

Developed countries continue to protect
certain sectors, despite commitments
under multilateral trade negotiations. This
remains a barrier to African trade. In
particular, developed countries provide
strong support to their agricultural
producers through export subsidies,
market protection, and internal support, at
a time when developing countries,
particularly in Africa, have made large cuts
in support for agriculture. African trade has
also been held back by policy failure within
the continent. Protection of infant industries
led not to the emergence of productive
enterprises but to a raft of inefficient firms,
which failed to spearhead export growth.

Multilateralism and regional
integration—beneficial interactions
International trade offers multiple
advantages to participants, but there is

no guarantee that the aggregate benefits
will be equitably distributed.

For Africa to participate in the benefits, it
needs to diversify the structure of its
production and trade away from
dependence on agricultural products
and the Northern Hemisphere. An
integrated continental market offers the
best hope for large-scale manufacturing
viability. With sustained development of
physical infrastructure, removal of
commercial obstacles to free movement
of factors and goods, and the
harmonization of monetary, fiscal, and
financial policies across the region, an
expanded regional market is likely to be
vastly more attractive to foreign investors
than the small national markets.

Multilateral trade liberalization can
contribute to regional integration through
increased market competitiveness,
which creates incentives to reduce
transaction costs, and enhance
competitiveness through greater regional
cooperation and increased competition
for foreign direct investment.

Regional integration also promotes
multilateralism. Regional integration, by
increasing external trade, can help to
upgrade skills, tap global resources, and
raise productivity levels. A larger regional
market would permit Africa to build on its
historical comparative advantages based
on national resources. Regional integration
can increase market size, enabling
domestic firms to reap the benefits of
economies of scale and competition,
thereby also fostering multilateralism.
Regional integration can also increase
foreign investment by reducing domestic
distortions and enhancing the credibility of
reforms. Regional institutions can act as
external agencies of restraint on domestic
economic policies, improving the policy
environment and helping countries
integrate more fully into a very competitive
global environment.

And regional integration provides
strength in numbers. By banding
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together in regional integration
arrangements, countries can enhance
their bargaining power in international
economic relations, especially trade
negotiations. Indeed, for Africa, with its
small, fragmented economies,
regionalism may be a matter of survival
in the global economy. Africa needs to
create integrated subregional markets to
promote sustainable development and
to build the capacity and
competitiveness to participate
meaningfully in the multilateral trading
system.

Challenges within the World Trade
Organization framework
In several rounds of trade negotiations,
African countries have expressed
concerns about external factors limiting
their ability to integrate into the world
economy. An attempt was made to
address this issue at the 2001 Ministerial
Conference of the World Trade
Organization (WTO) in Doha, Qatar. At
Doha, WTO members promised to help
developing countries benefit from
multilateral trade by:

• Increasing market access for
agricultural goods and reducing
export subsidies and other domestic
support measures.

• Reducing tariffs and other barriers to
products of export interest to
developing countries.

• Ensuring that liberalization of services
increases developing country
participation in services trade.

• Reviewing all special and differential
treatment provisions to make them
more effective.

• Providing more technical assistance
and capacity-building programmes for
developing countries.

The collapse of the recent WTO Cancun
meeting highlights the need for African
countries to more effectively engage in

trade negotiations. Moving forward will
also depend on political commitment
from developed countries to make
concessions on issues of market
access, as agreed at Doha. 

Trade and partnership agreements
The economic partnership agreements
with the European Union add another
dimension to Africa's participation in
multilateral trade. In June 2002, the
European Union and the African,
Caribbean, and Pacific group of
countries concluded a new partnership
agreement on political and economic
cooperation. Under the Cotonou
Agreement, a successor to the Lomé
Convention, the parties agreed to
conclude new WTO-compatible trading
arrangements, progressively removing
barriers to trade. By 2008, African,
Caribbean, and Pacific countries are
expected to draw up a timetable for
substantially reducing and then
eliminating duties on all trade. 

The new economic partnership
agreement poses much greater
challenges for Africa than before,
because countries are now required to
engage with their EU partners under the
principle of reciprocal trade. The
competitive frailties of Africa have
caused some to wonder whether it is
ready for reciprocal trading relations
with the EU economic giant. Quite apart
from lopsided terms of trade concerns,
there are important implications for
government revenues. As with the
WTO, African countries will find their
analytical and negotiating capacities
stretched to the limit to make informed
choices. 

Given these concerns, the economic
partnership agreements should be
designed to reinforce Africa’s own efforts
through the African Union and the New
Partnership for Africa’s Development.

The way forward
While the regional economic
communities have adopted policies to

create free trade areas and customs
unions, they seem to be equally mindful
of the potential of multilateralism.
Multilateral trade presents a more
challenging platform for learning and
competing. Succeeding in it requires
national and regional measures as well
as international measures.

On a national and regional level, it
requires:

• Encouraging diversification of
production by providing the private
sector with a solid enabling
environment.

• Developing knowledge-based
comparative advantage to strengthen
and sustain competitiveness.

• Using information technology to
facilitate trade, increase consumer
appeal, and enhance market share.

• Accelerating regional integration,
redoubling efforts to create efficient
markets.

• Creating strategic alliances with other
companies in the global market to
boost competitiveness and open
markets.

On an international level, it requires:

• Developed countries to reduce their
high barriers in sectors in which
developing countries have a
comparative advantage and to
address three areas of concern to
agriculture, the mainstay of most
African economies: market access,
domestic support, and export
competition.

• All countries to complete the Doha
Round of WTO negotiations, dubbed
the “development round” largely in
anticipation of commitments of
developed countries to complete the
unfinished business of the Uruguay
Round in agriculture and textiles.

       



Macroeconomic convergence,
monetary cooperation and
unification, and financial and
capital market development
are essential for accelerated
and effective regional
integration in Africa. Progress
must occur rapidly to provide
an enabling environment for
increased trade and
investment, two key factors for
sustainable growth and
poverty reduction on the
continent.

The West African Economic and
Monetary Union (UEMOA), the
Economic Community of West African
States (ECOWAS), the Common
Market for Eastern and Southern Africa
(COMESA), the East African
Community (EAC), and the Central
African Economic and Monetary
Community (CEMAC) have established
convergence targets for
macroeconomic policies and for
monetary, fiscal, and financial
integration. The overall picture on policy
convergence shows that the regional
economic communities are doing better
at controlling inflation than at reducing
budget deficits and external debt. 

The ebbs and flows in the international
development environment, the
continuing debt crises in Africa, and the
strong pressures for higher social
spending have all affected the ability of
countries to meet targets. 

Progress in reducing inflation was good
in many regional economic
communities. Initiatives on debt
cancellation and rescheduling
contributed to progress by reducing
external debt. But external debt ratios
remain high and systematically above
targets. And budget deficits remain a
concern, because of continuing high
spending—with large stocks of
outstanding debt, high wage bills, and
low tax revenues. 

Economic convergence and
monetary union
Some regional economic communities
have established macroeconomic
convergence criteria to orient member
states towards structural reforms and
macroeconomic stability. But differences
in economic and political governance
and in acceptance of the subordination
of national policy to supranational
oversight, and reversals of policy due to
conflicts, can slow the pace at which
national governments implement the
policies needed to reach stated targets.
For the regional economic communities
that have targets, convergence has
been a long and difficult process.

Ultimately, the convergence of
macroeconomic indicators and policies
should help African countries form an
African Monetary Union, an objective of
the Abuja Treaty and endorsed by
African heads of state. The existence of
different national currencies, mostly
nonconvertible, makes trade, cross-
border investment, and economic activity
in general difficult due to high transaction
costs. Several initiatives on new
monetary unions are being explored. The
West African Monetary Zone expects by
July 2005 to lead to the use of a single
currency. This new zone is then
expected to merge its currency with the
West African CFA, resulting in a single
currency in ECOWAS. COMESA also
entertains the idea of becoming a full
monetary union by 2024. 

Creation of an African Monetary Union
requires the creation of an African
Central Bank. To this end, there is a
need to define the status of the central
bank and its relationship with national
governments, to design and put in place
decisionmaking bodies and a policy
framework (see box).

Capital markets and stock
exchanges 
Well-developed financial markets and
institutions facilitate the exchange of
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goods and services, the mobilization of
resources and their efficient allocation to
profitable projects, and access for
investors and market operators to
instruments that diversify risk. Towards this
end, there has been a significant increase
in the number of stock markets in Africa in
recent years. But despite significant
progress, these markets remain illiquid
and small. Most of them have fewer than
100 listed companies, some as few as 5.
Moreover, the lack of relevant and timely
information implies that stock prices do
not reflect market forces, a clear sign of
an inefficient market.

Several initiatives have been launched at
the regional level to overcome the
challenges faced by national stock

markets in Africa. Since 1998 UEMOA
has operated a regional stock exchange
in West Africa, while the Southern
African Development Community (SADC)
is contemplating harmonizing listing and
other trading requirements with those of
the Johannesburg Stock Exchange.
These recent experiences show the
wide scope to exploit the benefits of
regional level actions.

Financial institutions
To advance economic integration and to
create an enabling environment for
sustainable growth, regional economic
communities have established new
institutions to support financial
cooperation. Increased capital flows to
African countries will likely place

additional burdens on a fragmented and
fragile banking sector. Banking regulation
and supervision will have to be
strengthened while financial structures
will have to adapt more rapidly to a
changing international environment.

The creation of regional development
banks is a good example of how
common initiatives can help members
reap the benefits of regional
cooperation. Several regional banks
provide financing to facilitate trade and
assist poorer members in each region.
In SADC the South African Development
Bank serves the interests of all
community members. In ECOWAS the
Fund for Cooperation, Compensation,
and Development, begun in 1975 to
compensate for revenue losses from
trade liberalization to support
development of less advanced areas,
has become the Bank for Investment
and Development. 

The way forward
Monetary unions can generate
significant benefits through
macroeconomic stability, increased trade
flows, stronger economic growth, and
poverty reduction. But establishing them
requires overcoming many challenges,
through extensive dialogue among
policymakers and strong commitments
to stated policy objectives.

The development of capital markets and
deepening of financial intermediation are
crucial to the mobilization of resources
for growth and sustainable development.
Integration of financial markets will
require a harmonization of policies and
procedures across countries, as well as
the exploitation of benefits of regionally
integrated markets.

Moving towards an African Central Bank

The establishment of an African Central Bank and the conduct of a single

monetary policy would be an important step towards economic, political, and

social integration in Africa. Before setting up a central bank, African countries

need to:

• Successfully integrate African countries into the African Union.

• Eliminate controls on capital movements.

• Respect the macroeconomic convergence criteria agreed on by countries

ready to join the monetary union.

• Determine the role of national central banks in the new monetary system

and create the institutional framework required to run monetary policy.

• Define the mandate of the African Central Bank.

To ensure a smooth transition towards a common monetary policy,

policymakers will need to decide on the degree of autonomy of the African

Central Bank and its policy objectives and targets.

In addition, a mechanism for sharing seigniorage will be required, and policy

instruments prepared and tested. These issues need to be studied by

designated institutions, with a view to making recommendations and preparing

the ground for the African Central Bank to operate efficiently.

Building capacity is another important aspect for the success of this

process, including the following elements: strengthening country frameworks

for collecting, compiling, and analyzing monetary and financial statistics;

harmonizing formats for financial data; strengthening payment and settlement

systems to facilitate the flow of capital across borders; harmonizing accounting

rules and standards; and establishing efficient information and communication

systems among national central banks.

Source: Economic Commission for Africa, from official sources.
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In general, the physical links 
in Africa fall well short of
expectations, and the network 
of infrastructure and services
remains disjointed. Roads are the
dominant transport mode,
accounting for 90% of 
interurban transport, but only
27.6% of the 2 million kilometres
of roads are paved, and road
density is low at an estimated
6.84 kilometres per 100 square
kilometres. 

Road links across subregions are modest.
West Africa has the Trans-West African
Highway system. The Arab Maghreb
Union (UMA) has a fairly well developed
road network, and members are working
to complete the Trans-Saharan Highway,
the Maghrebian Highway, and a link
between Africa and Europe though the
Strait of Gibraltar. The East African
Community (EAC) had the smallest share
of missing links, followed by the Common
Market for Eastern and Southern Africa
(COMESA). The Economic Community of
Central African States (ECCAS) has the
least integrated road system. 

The African rail network is estimated at
89,380 kilometres, for a land surface of
30.2 million square kilometres, or
3 kilometres of rail lines per 1,000
square kilometres. Interconnections are
relatively poor, especially in Central and
West Africa, and the availability of rolling
stock is very low compared with other
regions of the world.

Three railway gauges coexist in Africa. A
regional railway system is considered
integrated when its member states all use
the same gauge. The EAC, the Southern
African Development Community (SADC),
and UMA use the same gauge and thus
have the most potential for integrating
their rail networks. ECCAS has the least
rail connectivity, but its member states
recently adopted a transport master plan,
with the rail network an important
component. The Economic Community of

West African States (ECOWAS) also
plans to connect national rail lines. 

Maritime transport accounts for 92–97%
of Africa’s international trade. The average
age of Africa’s merchant fleet is 19 years
compared with a world average of 14
years. Africa has about 80 major ports,
with facilities ranging from conventional
berths to container, white and crude oil,
and bulk cargo. However, port equipment
is inadequate and inefficient.

In maritime transport, ECOWAS is the
most integrated, with seven ports for four
landlocked countries. The EAC has some
connectivity between ports and the
hinterland, with two major transit ports.
COMESA, with nine major transit ports
serving 10 landlocked countries, also has
good connections. UMA, with no
landlocked countries, has common
maritime transport policies among its
members and with Eastern Mediterranean
countries. ECCAS, with two ports serving
three of its four landlocked countries, has
some maritime connections.

Air transport received a major
breakthrough with the adoption of the
Yamoussoukro Decision in 1999 and the
commitment by countries to implement
the decision, which is helping to speed
liberalization of access to the region’s air
transport market (see box). 

In air transport, SADC appears to be the
most integrated. Following the Yamous-
soukro Decision, African airlines have new
routes, offering more choice. But full
implementation of the decision is hampered
by bad competition rules and by concerns
in some countries about the ability of
national airlines to compete. Protectionist
measures remain in place for all airlines.

Although Africa is endowed with many
lakes and rivers, only a few integrate
transport across countries. Lake Victoria
offers steamer service, giving the EAC the
most integrated inland waterway system.
ECCAS has the second most integrated
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system, with the Congo River providing
service to half its 10 member countries.

Operational issues
Several operational issues, including
cumbersome customs and administrative
procedures, roadblocks, inefficient opera-
tors, and inappropriate vehicles, result in
long transit times and high costs, posing
challenges for integrating transport in the
regional economic communities. 

Long transit times
Efficient functioning of integrated transport
systems depends on the ease of cross-
border movements. That, in turn,
depends on how harmonized customs
procedures are, whether goods may be

precleared, how well international border
posts are managed, and whether there
are security inspections of goods or other
administrative road blocks (see table).

High costs 
Although African transport systems are
improving, they still face challenges of
accessibility, affordability, viability, and
quality of service. Transport costs are
high, especially for landlocked
countries—averaging 14% of the value of
exports compared with 8.6% for all
developing countries—and higher still for
many countries, such as Malawi (56%),
Chad (52%), and Rwanda (48%). The
high costs are due to inadequate
infrastructure and weak institutions.

Bilateral and multilateral agreements to
facilitate transport have had limited results
due to incomplete implementation.

The way forward
There is a need to build on the
successes and lessons from the two
United Nations Transport and
Communications Decades for Africa and
regional economic community initiatives.
Several actions are imperative:

• Promoting the New Partnership for
Africa’s Development infrastructure
programme and other transport
development initiatives such as the
Sub-Saharan Africa Transport Policy
Program (SSATP). In 2002 the African
Development Bank developed a
short-term action plan to bridge the
gaps of infrastructure and services in
African countries, to facilitate trade
and tourism. The SSATP, a joint
partnership between donors and
African countries, also aims to
integrate policies and strategies for
transport sector capacity building. The
programme defined a development
plan for 2004–07 to boost
infrastructure integration.

• Improving the transport infrastructure
network of the continent, particularly
the missing links of the Trans-African
Highway, at the national and
subregional levels, including
appropriate maintenance procedures.

• Facilitating transport along Africa’s
major international transport corridors,
especially those serving landlocked
countries, is a priority. Existing
frameworks in the regional economic
communities must be rationalized.

• Mobilizing investments and
resources, following up on reforms,
and involving the private sector in
transport infrastructure and services.

• Strengthening the capacity of transport
institutions and human resources.

Estimated delays at selected border posts in Southern Africa, 2000

Corridor Border post Countries Delay (hours)

Beira Machipanda Mozambique and Zimbabwe 24
Zobue Mozambique and Malawi 24
Mutare Mozambique and Zimbabwe 26

Maputo Ressano Garcia South Africa and Mozambique 6
Namaacha Swaziland and Mozambique 4

North South Beit-Bridge South Africa and Zimbabwe 36
Chirundu Zimbabwe and Zambia 24
Victoria Falls Zimbabwe and Zambia 36
Martins Drift South Africa and Botswana 6

Trans-Caprivi Kazungula Botswana and Zambia 24

Trans-Kalahari Buitepos Namibia and Botswana 6
Pioneer Gate Botswana and South Africa 4

Tanzam Nakonde Zambia and Tanzania 17

Source: World Bank, 2000, “Transport Corridor Agenda,” World Bank–Southern Africa Transport and

Communications Commission, July, New York.

The Yamoussoukro Decision: liberalizing air transport and
promoting regional integration 

The Yamoussoukro Decision, endorsed by the Organization of African Unity in in

July 2000, became binding in August 2000. The decision establishes a framework

for liberalizing air transport services over two years. It provides for fully liberalizing

air cargo and removing restrictions on aircraft capacity and traffic rights, including

the right to carry passengers to one foreign country and then fly on to another. It

allows multiple airlines to operate on a specific route and deregulates tariffs. 

Following the decision, the 23 ministers in charge of civil aviation in Central

and West African countries signed a memorandum of understanding to fully

implement it. Subregional organizations prepared plans and activities for its

implementation, including mechanisms to ensure uniform application of the

agreement. The Yamoussoukro Decision received strong support from donors. 

Source: Economic Commission for Africa, from official sources.

                



Regional integration efforts in
communications, as reflected in
the agreements of the regional
economic communities, focus
on policy convergence,
integration of physical facilities,
connectivity, and promotion of
exchange programmes,
particularly in broadcasting.
The goals are to spur growth of
trade and finance and to reduce
production and service costs by
enhancing the accessibility and
affordability of information and
by linking Africa regionally and
with the rest of the world.

The treaties of the regional economic
communities call for modernizing
equipment and harmonizing policies,
standards, tariffs, and communications
laws—all actions geared towards
improving the policy and investment
environment of the sector. A large part
of the effort has been the drive to
facilitate intra-African transit through the
physical integration of networks and the
coordination of activities and policies at
the regional and subregional levels. The
communications networks of the
regional economic communities are at
different stages of physical integration. 

Although Africa’s communications sector
started with poor technology and weak
services, its infrastructure capacity and
policy environment has improved
significantly in recent years, attracting
greater investment from local and
foreign investors. 

The aim is to create a pan-African
network that connects all African
countries and strengthens the continent’s
information and communications
technology—to help bridge the digital
divide between Africa and the rest of the
world. This effort requires the support of
countries, regional economic
communities, and their development
partners. To this end, many regional
economic communities are promoting

growth in communications capacity and
services. Many such initiatives are also
being promoted or implemented at the
continent level, as part of efforts to
enhance Africa’s global connectivity. 

More encouraging are the developments
in communications policy. About 20
countries have established independent
regulatory agencies—up from just 2 in
1990—reflecting the more liberal policy
environment. 

Telephone and Internet connectivity
In most of the regional economic
communities fixed line telephone
connectivity has increased markedly as
policies on foreign investment have
been liberalized. The use of mobile
telephone services has also increased
dramatically with the greater openness
of markets and cross-border investment
in service provision. Egyptian and South
African telephone companies have been
active in establishing mobile telephone
companies in other African countries.
The key indicators for Internet
connectivity are the number of Internet
hosts and the number of Internet users
as a share of the population. The
Southern African Customs Union
(SACU) had the highest number of
Internet users per 10,000 people in
2001 (491), followed by the Southern
African Development Community
(SADC) (147) and the Indian Ocean
Commission (IOC) (115). The Economic
Community of Great Lakes Countries
(CEPGL) had the lowest, at less than 1
Internet user per 10,000 people.

Postal services
Many African countries have worked to
improve postal service, adopting
strategies for modernizing and
developing postal services. These
programmes sought to improve the
quality of service and to integrate the
African postal network. Hubs were
created in Abidjan, Addis Ababa, Cairo,
Johannesburg, Lagos, and Nairobi for
receiving and dispatching mail to and
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from different subregions, and a regional
centre on postal technologies was
established in Dar-es-Salaam to support
the development of postal technologies
in East and Southern Africa.

Radio and television broadcasting
As part of ongoing democratization in
Africa, the regulatory framework for the
audiovisual sector is being liberalized.
While the management and functioning
of government-controlled radio
corporations and the exchange of
programmes among regions have not
improved, more than half of African
countries have opened their audiovisual
sector, and others are following. New
regulatory bodies have been set up in
some countries to grant licenses and
monitor the content of broadcasts.
Liberalization is benefiting mainly
Western media, although a few
domestic private companies are among
the new radio and television
corporations that have emerged. Cultural
cooperation programmes within
multilateral frameworks (such as
Francophonie) are promoting the
exchange of radio and television
programmes, as is the Union of National
Radio and TV Corporations in Nairobi.

Regional initiatives
Several continentwide initiatives are
geared towards enhancing the
effectiveness of communications at the
national level as well as promoting
regional integration in Africa. These
include the African Telecommunication

Union, the Regional African Satellite
Communications Organization, the
African Information Society Initiative (see
box), and national information and
communications infrastructure plans and
strategies.

The way forward
Efforts to promote the development of
telecommunications need to emphasize
the convergence of national policies and
actions to strengthen connectivity and
improve the quality of service. Achieving
the convergence of national policies
requires:

• Harmonizing market structures,
including laws in force or under
preparation.

• Establishing conditions guaranteeing
interconnection among operators in
different countries.

• Establishing a community database
on telecommunications and a
continentwide entity to promote data
management in African countries.

• Harmonizing tariff principles and
reducing the costs of
telecommunications services.

• Promoting the development of
information and communications
technology.

African Information Society Initiative

Launched by the Economic Commission for Africa in 1995 and adopted by the

African heads of state and government at their summit in Yaoundé in 1996, the

African Information Society Initiative was designed to bridge the digital divide

between Africa and the rest of the world. It is intended to provide a guiding

framework for African countries in modernizing and interconnecting their

information and communications infrastructure and services. Following the first

African Development Forum—convened by the Economic Commission for Africa

in 1999 in Addis Ababa to address the theme “The Challenge to Africa of

Globalization and the Information Age”—many project proposals have emerged

for implementation by African countries in cooperation with their development

partners and the private sector within the framework of the Partnership in

Information and Communication Technology in Africa (PICTA), established in

1997 by information and communication technology partners under the

auspices of the Economic Commission for Africa. 

        



Africa has abundant energy
resources—oil, coal, hydro-
electricity, natural gas, and
biomass and other renewable
energy sources. But the
resources are unevenly
distributed and are often located
far from demand centres. Africa’s
commercial energy resources are
still underdeveloped, and its
commercial energy infrastructure
—gas pipelines and electricity
transmission and distribution
networks—is unable to deliver
reliable and cost-effective
services to consumers. Realizing
the potential for energy exchange
across Africa is the key to
guaranteeing a sufficient,
sustainable supply of commercial
energy and ensuring efficient use
of Africa’s energy resources.
However, several initiatives and
efforts have been made or are
under way to enhance energy
pooling and distribution among
regional economic community
members.

Notable developments in expanding
energy resources under the aegis of the
regional economic communities have
involved regional power pools and
interconnected electricity grids and master
plans for regional power development and
environmentally benign power sources.
Successful examples include electricity
supplies from Uganda to Kenya and
Tanzania and from Mozambique to South
Africa and Zimbabwe.

In 1995, 12 of the Southern African
Development Community (SADC)
countries created the Southern African
Power Pool to link SADC members in a
single electricity grid (see box). The
Economic Community of West African
States (ECOWAS) and the West African
Economic and Monetary Union (UEMOA)
are implementing the West African Power
Pool. The East African Community (EAC)
countries are also considering a power

pool, including interconnection of
electricity grids to link EAC and SADC.

Major interconnection lines have been
constructed in the SADC region. In
ECOWAS and UEMOA an interconnection
project between Benin and Nigeria and
the upgrading of the transmission link
between Benin, Côte d’Ivoire, Ghana, and
Togo will increase the transit capacity for
electricity interchange within the West
African Power Pool.

For oil and gas pipelines, the efforts
appear remarkable. Examples include the
Trans-Mediterranean Gas Pipeline linking
Algeria to Italy through Tunisia and the
Maghreb and Europe Gas Pipeline linking
Algeria to Spain through Morocco. The
West African Gas Pipeline is to supply
Benin, Ghana, and Togo with natural gas
from Nigeria by 2004–05. The
Mozambique–South Africa Natural Gas
Project is expected to be completed by
early 2004. The Mombasa–Nairobi
petroleum products pipeline will be
extended from Eldoret (in western Kenya)
to Kampala (in Uganda), significantly
lowering prices for petroleum products in
Burundi, Rwanda, and landlocked regions
of northwestern Tanzania and eastern
Democratic Republic of Congo.

Joint development or use of
hydropower generating facilities
Most regional economic communities in
Africa want to promote regional
cooperation in the development of
hydropower resources. Countries have
jointly developed several hydropower-
generating facilities, including the 666
megawatt Kariba South Power Station in
SADC, between Zambia and Zimbabwe,
and the 40 megawatt Ruzizi II hydroelectric
station in the Great Lakes region, among
Burundi, Democratic Republic of Congo,
and Rwanda. Benin and Togo developed
the 65 megawatt Nangbeto hydroelectric
station, while Mail, Mauritania, and Senegal
developed the 200 megawatt Manantali
hydroelectric project of the Senegal River
Basin Development Organization.
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Other hydropower generating facilities
have been participating in electricity
exchanges under bilateral agreements,
playing a key role in cross-border
electricity trade at the subregional level.

Subregional power pools and
interconnection of electricity grids
Most regional economic communities are
considering the establishment of
subregional power pools and the
interconnection of national electricity grids
to promote cross-border electricity trade
and foster regional economic integration.
SADC has been a pioneer (see box).
ECOWAS and the EAC are also making
efforts to connect the electricity grids of
member countries. In North Africa a link
between Egypt and Libya became
operational in 1998, and there are plans
for upgrading the interconnection between
Algeria, Libya, Morocco, and Tunisia.

Cross-border gas and oil pipelines 
Regional cooperation and integration in
the development and utilization of natural
gas have long been limited to North
Africa because of the lack of gas pipeline
infrastructure. But projects for developing
natural gas resources are now under
way in Sub-Saharan Africa. In West
Africa a gas pipeline project will supply
Benin, Ghana, and Togo with Nigerian
gas by 2005. The Mozambique–South
Africa gas pipeline is expected to bring
natural gas from Mozambique to South
Africa by early 2004.

New oil pipeline projects being
constructed in other regions will promote
cross-border energy trade. In East Africa
the extension of the Mombasa–Nairobi–
Eldoret pipeline will transport petroleum
products from Eldoret in western Kenya
to Kampala, Uganda. A pipeline in
Central Africa will link the oil fields at
Doha in southern Chad to offshore oil-
loading facilities at Kribi, Cameroon.

Continentwide initiatives
The African Energy Commission was
established in July 2001 to map out

energy development policies and
strategies based on subregional,
regional, and continental development
priorities. It will also design and update a
continental energy database and
facilitate rapid exchange of information
among regional economic communities.
Fostering regional cooperation in the
integration of transmission grids and
natural gas pipelines to facilitate cross-
border energy flows is also an objective
of the New Partnership for Africa’s
Development (NEPAD). Daily and
seasonal changes in demand and the
diverse locations of the primary sources
of energy in Africa provide a good
economic basis for a pan-African
interconnected grid. 

The way forward
Increasing cross-border energy trade
would reduce the cost and improve the
supply of energy. Developing regional
power pools, harmonizing regulatory
regimes and investment codes, and
engaging in capacity-building activities
would require:

• Realigning objectives with NEPAD’s
energy infrastructure initiative.

• Contributing to a continental energy
database, to be maintained by the
African Energy Commission. Data are
critical for developing energy master
plans.

• Cooperating with the African Energy
Commission. The commission,
together with the regional economic
communities, must assume a central
role in coordinating the equitable
distribution of energy resources and
identifying regional projects.

• Encouraging more African models of
regional integration of energy supply
and delivery. The Southern African
Power Pool in SADC was the model
of regional electricity integration for a
similar project in ECOWAS. Once the
ECOWAS pipeline project is
completed, it can serve as a model
of regional gas integration for other
regions.

The Southern African Power Pool to promote regional power trade

The 1992 drought provided an incentive to strengthen regional power cooperation and

led to the creation of the Southern African Power Pool in August 1995 among a

majority of the members of the Southern African Development Community (SADC).

The Southern African Power Pool is governed by an intergovernmental

memorandum of understanding, which provided for its establishment; an interutility

memorandum of understanding, which established its basic management and

operating principles; an agreement among operating members, which established

rules of operation and pricing; and the operating guidelines.

Supporting development of the regional pool agreements were the availability of

complementary power sources (hydroelectricity for the northern system and coal-

based thermal generation for the southern system), an active regional organization for

economic cooperation (SADC), and the political will to support greater regional energy

trade. SADC served as a focal point for promoting regional integration, facilitating

investment in projects that increased regional power trade. The momentum for

regional integration was strengthened by the emergence of more democratic

governments in several countries and the cessation of hostilities in others. 

Source: African Energy 1999 1(2); Institute for Global Dialogue, 2000, The Southern African

Power Pool: Meeting the Subcontinent’s Electricity Needs, Global Insight 3, Braamfontein,

South Africa.

               



Many problems impeding African
development cut across national
boundaries and require collective
regional action to address them.
African countries need to work
collectively to promote peace
and security; control such
infectious diseases as HIV/AIDS,
tuberculosis, and malaria;
improve public health; reduce
poverty; produce new knowledge
or share existing knowledge; and
tackle environmental problems.

Peace and security
The persistent absence of peace,
security, and stability has serious
consequences for Africa’s development
and integration. Conflicts and wars have
slowed integration in some regional
economic communities—and brought it
to a standstill in others. Conflicts have
diverted resources from development.
Moreover, unrest in one country can
reduce foreign investment in
neighbouring countries—investment that
is linked to development of infrastructure
and productive capacity. 

Regional economic communities have
begun to establish formal institutional
frameworks and mechanisms for
peacekeeping. The best known are
those of the Economic Community of
West African States (ECOWAS) and the
Southern African Development
Community (SADC). Peacekeeping
mechanisms in other regional economic
communities are still evolving.

Continentwide initiatives to promote
peace and security have been promoted
by the Organization for African Unity,
now the African Union, through the
Mechanism for Conflict Prevention,
Management, and Resolution.
Continentwide peace and security
initiatives have received new impetus
with the recent establishment of the
African Union’s Peace and Security
Council. A Peace Fund has been
established to provide financing. 

The way forward
No conflict resolution mechanism in Africa
can be effective without addressing such
issues as good governance, adherence to
democratic principles, promotion of human
security through efforts to combat poverty,
and protection of civil and human rights.

Regional economic communities need to
develop convergence criteria that require
members to be more accountable and
transparent and that guarantee the
independence of the judiciary, create
collaborative mechanisms to promote
dialogue and strengthen the ability of
legislatures to be effective instruments of
checks and balances.

Effective prevention also requires
strengthening early warning systems to
ensure timely interventions that prevent
conflicts from getting out of control.

African peacekeeping efforts are complex.
The African Union’s Peace and Security
Council will require the development of
adequate capabilities to deploy military,
police, and civilian assets; to monitor
ceasefires; and to assist with implementa-
tion of comprehensive peace agreements.

Political will and consensus are crucial for
effective conflict resolution and peace-
making mechanisms. They need to be
manifested in the allocation of adequate
resources and in the full payment of
assessed contributions to the Peace Fund.

HIV/AIDS
Control of HIV/AIDS and other infectious
diseases is another regional public 
good requiring action. The rapid spread
of HIV/AIDS is fueled by conflicts,
breaches of fundamental rights, poverty,
unemployment, and social violence—all
amenable to collective regional action.
Africa accounts for more than 75% of the
worldwide number of people infected with
the virus and of AIDS-related deaths.

HIV/AIDS-related illness and death are
undermining the capacity of institutions
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across Africa. In several countries,
teachers and health professionals are
dying faster than they can be replaced.
Government agencies are experiencing
similar losses, affecting many public
services.

Regional integration has the potential to
accelerate the spread of HIV/AIDS, through
increased population mobility. Conflict also
plays a role. But regional integration can
also help to control the disease through
coordination of policies, synchronization of
interventions, and pooling of resources. 

The regional economic communities are
engaging in only limited ways with other
health issues, because their focus is on
economic issues. But they are working with
specialized agencies and institutions such
as the World Health Organization (WHO) to
address regional health issues. Collective
strategies are being put in place continent-
wide to galvanize action. These include the
International Partnership against AIDS in
Africa; the policy guidance for accelerating
the response to HIV/AIDS adopted by
heads of state in Lomé, Togo, in 2000; and
the 2001 Abuja Declaration on HIV/AIDS,
tuberculosis, and other infectious diseases.
Yet another continentwide endeavour is the
Commission on HIV/AIDS and Governance
in Africa (see box).

The way forward
The Abuja Declaration on the fight
against HIV/AIDS and other infectious
diseases provides for countries to: 

• Develop policies and strategies for
preventing HIV/AIDS, tuberculosis,
and other infectious diseases and for
controlling their impact on Africa’s
socioeconomic development.

• Allocate at least 15% of their annual
budgets to the health sector.

• Establish sustainable mechanisms for
national and external resource
mobilization for the prevention and
treatment of HIV/AIDS.

• Attend to the needs of vulnerable
groups such as children, women,
workers, and mobile populations.

WHO is establishing health desks in the
regional economic communities. The
African Union is developing a framework for
monitoring compliance with the Abuja
Declaration. Regional economic commu-
nities could reinforce this through their own
monitoring systems and collaboration with
the UN Commission on HIV/AIDS and
Governance in Africa and the African
Union. 

Production technology
Africa has abundant natural resources, yet
its industries depend on the rest of the
world for raw materials and other inputs.
The region's abundant agricultural,
mineral, and forestry resources are not
effectively exploited due largely to low
engineering, technological, and industrial
capabilities. This, in turn, has affected the
region's ability to produce its own capital
and intermediate goods, components,
and other manufactures.

The lack of appropriate industrial and
technological capacities constrains
productivity, competitiveness, and
industrial development. The lack of
capacities in standardization, quality
control, laboratory testing, and metrology
has slowed development of regional
standards, certification systems, and
documentation and information services
on standards and technical regulations.

The way forward
Research into production technologies is
a regional public good. Policies need to
support high-tech industrial competitive-
ness. The most cost-effective way to
promote industrial research and develop-
ment is to elevate national industrial
research and technology institutions to
regional centres of excellence. Regional
economic communities must also
harmonize product standards, working
with the African Regional Organization for
Standardization. Because it is the only
continentwide forum for addressing
product standards, all African countries
should be members (only 19 are).

The Commission on HIV/AIDS and Governance in Africa

In 2003 the Economic Commission for Africa launched the Commission on HIV/AIDS and

Governance in Africa. It was convened by the United Nations Secretary General and

chaired by the Economic Commission for Africa Executive Secretary K.Y. Amoako in

response to the threat to Africa’s governance and development posed by the HIV/AIDS

epidemic. Over two years, the commission will conduct research and develop policies

for African governments and regional and subregional organizations to keep governance

and development on track despite the human capacity losses caused by the epidemic. It

will also find ways to overcome the capacity and governance constraints to scaling up

health care, especially antiretroviral therapy. The commission builds on the Economic

Commission for Africa’s experience with HIV/AIDS, notably the African Development

Forum’s 2000 conference on “AIDS: Africa’s Greatest Leadership Challenge”.

The Commission on HIV/AIDS and Governance will work with specialized UN

agencies including the Joint United Nations Program on HIV/AIDS (UNAIDS), the

United Nations Children’s Fund (UNICEF), the United Nations Department of

Peacekeeping Operations, the World Food Programme, and the Food and

Agriculture Organization, as well as the World Bank. It will also use regional and

subregional forums, including the African Union and regional economic

communities, to promote the agenda of HIV/AIDS and governance.

Source: Economic Commission for Africa, from official sources.

          



Governments and nongovern-
mental institutions have almost
exclusively driven regional
integration in Africa. But the
realization is growing that the
private sector can strengthen
the process. After decades of
state-dominated economic
activities, African governments
are increasingly seeing the
private sector as a partner in
development. Its role in regional
integration is also gaining
momentum.

The private sector can play its role along
two dimensions. One is its contribution
to political decisionmaking at national
and regional levels, providing advice to
governments and lobbying for continued
implementation of reforms. The second
is its contribution to regional integration
(see box). The private sector could
provide human and financial resources
for regional projects, such as the
development of infrastructure. Expansion
of the regional activities of private
companies also leads to job creation,
increased market size, savings
mobilization, and externalities such as
the diffusion of management knowledge
and technological spillovers.

Enhancing the enabling
environment through integration
Regional integration will help remove
some of the key constraints to
increasing the size and efficiency of the
private sector in Africa. 

Regional integration facilitates the
formation of larger markets through trade
liberalization and harmonization. This
increase in the potential scale of
business is essential to enlarge profit
opportunities and attract entrepreneurs. 

Most regional economic communities
are engaged in macroeconomic policy
harmonization. By adhering to
convergence criteria, member states
commit to low inflation, fiscal stability,

and exchange rate stability. This will
reduce economic uncertainty and risk,
stimulating private sector activity.

Since the financial system is sensitive to
macroeconomic conditions, efforts to
enhance macroeconomic stability should
facilitate resource mobilization and
allocation. The lack of finance is the result
of underdeveloped financial systems,
inefficient banking, and weak capital
markets. Medium- and long-term financing
is practically unavailable. Many potentially
profitable projects are not undertaken,
and existing businesses cannot expand.
Poor payment services and insufficient
provision of risk management services
further impede the private sector. 

Financial integration is proceeding along
with macroeconomic integration, and
regional capital markets should be able
to generate finance to an extent that
small and undercapitalized national
markets cannot. The banking sector is
expected to benefit from increased
competition, knowledge sharing, and
integrated supervision. Among the
regional economic communities, the
Common Market for Eastern and
Southern Africa is reasonably advanced
in regional initiatives to strengthen the
financial sector.

Other constraints that can be eased
through greater regional integration relate
to the political and institutional
environment. Sociopolitical instability, lack
of rule of law, and cumbersome and
inefficient legislation all increase
investment uncertainty and limit private
initiative. These political and institutional
inefficiencies are also often the major
force driving economic instability and
policy mismanagement. Regional
economic communities have made these
issues a top priority. Efforts include the
establishment of regional peacekeeping
forces and conflict prevention and
resolution frameworks. Regional
integration also extends to harmonization
and rationalization of legislation. 
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Finally, regional integration will contribute
to the removal of constraints that arise
from poor infrastructure development.
Deficient infrastructure raises the cost of
doing business. Production and trade
require physical and telecommunication
connections and a regular supply of
energy. Regional cooperation can be an
effective instrument for modernizing and
expanding infrastructure. The private
sector can benefit both from this
regional approach to infrastructure
development and reinforce the outcome
by contributing its resources and skills.

The way forward
With the right conditions the private
sector in Africa can generate the wealth
needed to stimulate growth and
participate in the financing of regional
projects. 

As African governments continue to
disengage from nonstrategic economic
activities, there will be a crucial need to
tap private sector resources, especially
to finance projects whose investment
needs exceed the financial capacity of a
single country.

As privatization progresses, the private
sector is expected to become involved
in the financing of regional energy
projects. Activities related to the
processing of primary products for
domestic and regional markets are
another avenue for growth and
diversification in which the private sector
can play a major role.

Infrastructure is another potential area of
private sector involvement.
Telecommunications is especially open
to private sector participation,
ownership, and management. And new
possibilities are emerging in information
technology, including accounting, data
entry, and back-office operations.

The government and the private sector
should also work together in some
areas, such as skills development. Many

businesses consider lack of skills as the
main obstacle to growth. Governments
need to be more flexible in allowing
necessary skills to be imported, and the
private sector must contribute by
ensuring that these skills are transferred
to local citizens, creating knowledge
spillovers and generating technological
progress. With an estimated 40% of
professionally trained Africans based
outside the continent, there is a huge
pool of talent to be drawn on from the
diaspora.

For the private sector to participate
effectively in regional integration requires
that several conditions be met:

• The private sector must take a
proactive role in its own development
and adopt a long-term investment
perspective.

• Product quality and competitiveness
must be increased, for domestic,
regional, and international markets.

• Good corporate governance must be
practiced.

• Regional associations of
entrepreneurs such as the West
African Entrepreneurs Network,
Southern African Enterprise
Network, and Eastern African
Entrepreneurs Network should be
revitalized. This would include
building solid dialogue on policy
between the government and private
sector.

• Regional economic communities
should make provisions in their
treaties for involving the private sector
in the conceptualization, adoption,
and implementation of trade policies
and other regional agreements. The
same logic applies to the African
Union. To make the most of private
sector potential, clear codes of
conduct need to be issued, to
prevent the distortions caused by
rent-seeking behavior.

Regional initiatives and private sector—the East African
Community experience

Few regional economic communities have specific protocols on the private

sector. Despite the lack of formal provisions, however, there are specific

examples of private sector involvement in regional integration. The private

sector has been instrumental in reviving the East African Community (EAC) in

recent years. In the EAC, cooperation in private sector development is seen as

a vital instrument for generating economic growth and development in the

region. The EAC is creating several instruments to promote the participation of

the private sector in regional integration:

• A common competition policy and law to protect and promote free

competition and permit harmonization of trade and investment laws and

regulations throughout the region.

• The East African Business Council, a regional body of all apex national

private sector organizations in the three member states, to promote cross-

border trade and investment and to influence policies at the national level,

to ensure that they are business friendly.

• The East African Development Bank, which is being restructured to

strengthen its role as a resource mobilization organization, especially for

investment projects, by allowing broader purchasing of shares within East

Africa and enhancing its capacity to issue international bonds.

    



Africa is a continent of mostly small economies. Stronger
regional integration should make it possible to exploit the
continent’s huge resource endowments and human
capacities and its enormous potential for economies of
scale and for becoming globally competitive. And
developing the continent through integration could have
payoffs in transforming Africa into a collective force in the
global economic mainstream.

The attention of African countries has turned again to
regional integration, evident in recent efforts towards
establishing an Africa Union. Progress can be accelerated
with renewed commitment and revitalized interventions.
The African Union and the New Partnership for Africa’s
Development provide Africa with good opportunities to
prepare the continent for the challenges of globalization
and for responding to the aspirations of its people. 

This overview, drawn from the groundbreaking policy
research report on Assessing Regional Integration in
Africa, points the way forward. It reflects on the
integration agenda, revisits some of its payoffs for Africa,
and considers the best experiences, the pitfalls, and the
challenges in moving forward to establish the African
Union. 

The report is the first of a series of ECA policy research
reports, under the aegis of the Trade and Regional
Integration Division, analyzing big issues in integration
and making recommendations on ways to accelerate
progress. 
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