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e EU is now directly sup-
porting the COMESA-
EAC-SADC Tripartite
negotiations process. An
envelope of more than

EUR 700 000, from the 10th European
Development Fund (EDF), has been
earmarked for the period July-December
2014. These funds are supporting both
the Tripartite negotiations and the Proj-
ect Preparation and Implementation
Unit (PPIU). They are channelled and
managed through the Inter-Regional
Coordinating Committee (IRCC), a
platform regrouping the several Eastern
Africa-Southern Africa-Indian Ocean re-
gional organizations, and from where
most of the regional funding under the
9th and 10th EDF — about EUR 1 bil-
lion in total (grants) — has been coordi-
nated and translated into major regjonal
integration and regional functional co-
operation programmes, spread across
COMESA, EAC, IGAD and IOC.

The Tripartite’s significant efforts into
project identification and project prepa-
ration through the PPIU are also being
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EU provides financial support for
the Tripartite negotiations

supported with the 10th EDF funding
under the IRCC. This will enable the
PPIU to work further with the appropri-
ate donors, IFIs and project preparation
facilities to prepare infrastructure proj-
ects and leverage funds.

The Tripartite Free Trade Agreement
(Tripartite FTA), being negotiated
among COMESA, EAC and SADC, is
expected to benefit 600 million people
in 26 African countries, actually half of
Africa, with a combined domestic prod-
uct of about 1 trillion U.S. dollars.

It is recognized that the Tripartite
FTA would provide the foundation of
the Continental Free Trade Area (CFTA)
promoted by the Africa Union (AU)
Commission and its partners.

The CFTA would indeed emanate
from the Tripartite FTA and, also, the
other regional FTA processes through
their consolidation between 2015 and
2016, with the pan-African CFTA
launching in 2017, according to the pre-
vailing roadmap.

EU launches new programme to sup-
port Africa's continental integration

On 6 August 2014, the European
Commission has also launched the first
phase of a new progtamme that will fos-
ter Africa's integration process at conti-
nental level. The so-called Pan-African
Programme will fund activities in a
broad range of areas and offer new possi-
bilities for the EU and Africa to work to-
gether. It spans the period 2014-2017,
with a total allocation of EUR 415 mil-
lion.

The President of the European Com-
mission, José Manuel Batroso, said: “The
challenges with which we are faced can no
longer be tackled within national borders.
This is as true in Eurgpe as it is in Africa
or elsewhere. This is why I have proposed to
create a Pan-African programme to find
solutions at regional and continental scale
and support the process of African integra-
tion, where the African Union plays a crit-
ical role. The alliance between Africa and
Europe is indispensable, today more than
ever. This programme will make it even
stronger”.

EU Development Commissioner An-
dris Piebalgs commented: “The major

innovation of this programme is that it al-
lows the EU to link up the cooperation it
has with Northern Africa, South Africa
and sub-Saharan Africa. It will also help
us to achieve better policy coherence for de-
velopment by building synergies between
development cooperation and other EU
policies.”

The Pan-African Programme, which
was announced by President Barroso at
the 4th Africa-EU summit in Brussels in
April 2014, will amount to EUR 845
million from 2014 to 2020. It will con-
tribute, amongst others, to increased
mobility on the African continent, bet-
ter trade relations across regions and also
better equip both continents for address-
ing trans-national and global challenges,
such as migration and mobility, climate
change or security. The first phase that
was launched today will include projects
ranging from sustainable agriculture, en-
vironment, and higher education to gov-
ernance, infrastructure, migration,
information and communication
technology, as well as research and inno-
vation.
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SINDISO NDEMA NGWENYA, SECRETARY GENERAL OF THE COMESA AND TRIPARTITE CHAIRMAN

“We should achieve the Tripartite
Free Trade Area next year”

Even if it is with 22 or 24 countries, the Chairman of the Tripartite expects the Free Trade Area (FTA) to be
in shape. However, Sindiso Ndema Ngwenya lays emphasis on the need for member states to submit their
tariff offers and to agree to the rules of origin. The question of infrastructure funding is also a major issue

for the FTA

G We understand that the
COMESA-EAC-SADC Tri-
partite Free Trade Area is ex-
pected to be in place in
2015, and that it will be the
building block for the conti-
nental FTA. What is, for
you, the biggest challenge in
that respect?

Very interesting question.
Let me first of all say that ac-
cording to the roadmap
adopted by the Summit of the
Tripartite heads of states and
governments, in June 2011 in
Johannesburg, we were sup-
posed to launch the Tripartite
Free Trade Area (FTA) by June
this year. But this has not been
the case. The negotiations are
running behind schedule. Per-
haps this is what I can describe
as one of the biggest challenges
for the FTA.

Whereas we have four chap-
ters and 14 annexes in terms of
the agreements of the frame-
work, we still have challenges
when it comes to the tariff of-
fers. With the exception of
Mauritius and the Seychelles,
the rest of the countries have
not submitted the tariff offers.
For the COMESA countries, a
decision will be taken by the
COMESA Council of ministers
to the effect that COMESA
Free Trade Area, which is 100%
duty free and quota free, should
be the basis for the offer. If
those who are not part of the
COMESA FTA make an offer
which is not equivalent to the
current to the FTA, then there
will be reciprocity. Let’s assume,
for example, there is a group of
non-COMESA countries that
offer 80%. The COMESA
countries will then reciprocate
the offer by 80%. However, the
challenge is basically two fold.
The first one is the delay in
countries submitting the tariff
offers. The second one, which is
likely to be more difficult to re-
solve, will relate to the rules of
origin.

G Can you please elaborate on
this?

Of course. Whereas
COMESA and the East African
Community (EAC) have identi-
cal rules of origin, SADC has
rules which are different. But
we do take into account that
eight of the countries which are
members of SADC are also
members of COMESA; which
in a way resolves the problem.
But we all know that SADC has
very stringent rules of origin,
which is called product-specific
rules of origin. It means that if
you have 8 000 tariff lines, for
each tariff line you must negoti-
ate and agree on the specific
working processes to qualify a
product. For example, if you
produce milk and yoghurt, you
have to look at the specific
working processes of the yo-
ghurt to ascertain that it does
result in substantial transmis-
sion of the milk, or even if there
is a change in tariff heading, the
working process makes it qual-
ify. So, these should be the
other challenges. We also have a
very interesting situation. We
have the COMESA countries,
and two Custom Unions that
are the Southern African Cus-
toms Union (SACU), com-
posed of South Africa, Lesotho,
Botswana, Namibia and Swazi-
land, and the EAC Customs
Union. On the 25th of this
month, the EAC and its Cus-
toms Union will be meeting in
Nairobi with Egypt to look at
the tariff offers.

GWhy Egypt?

Four of the countries that are
members of the Eastern African
Community are members of
COMESA. However, Tanzania
is not a member. We have dis-
covered that Uganda, which is a
member, is also making a tariff
offer with Egypt. So, it has be-
come complicated. We also
have the meeting scheduled be-
tween SACU and the EAC
which has been delayed because



the offer of the EAC is ready,
but SACU says it needs more
time to complete the offer.

We had the COMESA
meeting recently, and I re-
quested Mauritius to make a
presentation. I told the other
countries that Mauritius is a
success story — I know Mauri-
tians would not talk of their
own successes — in the sense
that you have something that
works. When we hear what
Mauritius has done in terms of
the rules of origin and other is-
sues as well, it makes other
countries realise that it works.
We believe we must have liberal
rules of origin. Suppose Mauri-
tius has a milling company
which produces flour. Some
might not agree on the origin
of the flour, while others might
be fine with it because of public
policies about jobs. Other
countries might believe that be-
cause Mauritius can do it, they
can also get the wheat from
outside and do it. If Mauritius
is competing against them, it
means they are competitive.

These are mostly the basic
challenges ahead of us. There-
fore, we now plan to have a
meeting of the ministers and
the Tripartite Forum in Octo-
ber, followed by the Summit in
Egypt before the end of the
year, so that our heads of states
and governments can pro-
nounce themselves on the Tri-
partite. It has been a long
journey, and a necessary one, in
my view.

It is true that the Tripartite
would serve as basis for the con-
tinental Free Trade Area, and
we dare not lose the Tripartite
FTA. All the eyes of the world
are on the region to see whether
we can do it. If we are able to
achieve this, those who have
money will open their wallets in
the region and make invest-
ments, create employment,
transfer skills and technology...
It will be good for us.

But, what I can only say now
is that we need our political
leaders to really assume the
leadership. Without the latter,
my fear is that the negotiators
will continue to negotiate. We
have seen what happens with
the Doha Development Round.
When people ask about its sta-
tus, I say the Doha Develop-
ment Round is between the
Intensive Care Unit and the
crematorium. But the Tripartite
is not in that condition.

G Are we going to achieve the
target of 2015 then?
We should achieve it. Even if

it means we achieve it with only
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22 or 24 countries. One of the
principles, negotiated and
agreed, of the Tripartite, is the
principle of variable geometry,
which results by simply com-
bining the existing FTAs of the
three —- COMESA, EAC and
SADC - into a single FTA.

G We understand the FTA is
much more product-based.
How do we then accommo-
date those countries dealing
mainly in the services sector?
Before answering the ques-

tion, let me tell you how

mouth-watering the Tripartite

FTA is. Imagine a combined

population of 650 million peo-

ple, half the population of

India. Imagine a combined

Gross Domestic Product of

USD 1.3 trillion. It means that

if the Tripartite were a single

country, it would have ranked
number 13, above Indonesia in

terms of GDP. It provides a

projection that the Tripartite is

growing at an average of 5.5%

for the coming 10-15 years.

The Tripartite becomes dy-

namic because it might be posi-

tioned at number 10 or 9 of the
global economy. When you
look at it from this angle, the

Tripartite is not only good for

politicians, but for businesses

also. If I were a business person,
what would I be looking for?

For a bigger market. Let’s look

at Mauritius. What are the ben-

efits to Mauritius by participat-
ing in the COMESA, in SADC
or the Tripartite? It is mostly
because it represents a bigger
market with transparent pre-
dictable rules. Why are the Eu-
ropean Union and the United

States negotiating the Transat-

lantic Trade and Investment

Agreement? Because they will

benefit from it.

As regards your question, it
is a very important one. Serv-
ices are key to everything that
we do. When you look at any
manufactured product, services
account for 60% of the prod-
uct. This is something people
need to know. We cannot not
want services. I do understand
if people say, during the Doha
Development Round, that they
don’t want services, simply be-
cause they might not be strong
in terms of services like ship-
ping, etc. I was in Singapore
last week. Its GDP is about 3
billion. Their total trade turns
around 1.3 trillion dollars. It is
three times the size of the econ-
omy. When you have a closer
look, you realise the income
does not emerge from its manu-
facturing sector, but from its
services sector. Any country

that positions itself for that is
bound to succeed. When I
landed in Mauritius, I thought
about you having the A380 air-
bus of Emirates landing here. It
tells you that Mauritius is posi-
tioning itself for the services. If
you look at the shipping serv-
ices —and I am happy the Gov-
ernment of Mauritius is to
provide facilities for bunkering
and container facilities — at
Mombasa, Dar-es-Salaam or
others, the maximum space
they can provide is for 3 000
containers, not more. They can-
not even accommodate from
the other regions. These are
done from Dubai, Singapore...
To me, services are very impor-
tant because the barriers to
entry are not as high as in tech-
nology-intensive industries. If
you look at the hospitality sec-
tor, you find you need an excel-
lent cook, people who are able
to welcome with a smile... It
would be a mistake to say the
services would be part of the
second phase of the Tripartite.
They should have been in the
first phase. But there is this fear
—and I dont know where it
comes from — that by including
services, they might not be
competitive. People should un-
derstand that if you don’t par-
ticipate in a segment of services
in the global value chain, then
you are out. These days, services
are not only limited to what
you do here, but are part of the
whole value chain.

G We are talking of customs, of
business, of services... What
about the legal structure?

I would not go into the legal
structure, but rather talk about
its governance. The latter is key
because institutions are gov-
erned by a legal structure. It in-
cludes the business
environment. .. One of the
themes I am thinking of is re-
form, because governance is
about reforms. Most funda-
mentally, we need to have insti-
tutions that are capable because
without them, you cannot do
anything. Institutions that are
efficient and effective are im-
portant. When governments
pronounce policies, they should
be implemented. The question
is: who implements the poli-
cies? You need institutions that
are effective in executing. It
therefore means these institu-
tions should be staffed by tech-
nocrats, people who are
competent, transparent and in-
dependent of political interfer-
ence. You should also have
continuous reforms, which are
key to governance. It has been

| told the other countries that

Mauritius is a success story

know Mauritians would not talk
of their own successes — in the
sense that you have something
that works. When we hear what
Mauritius has done in terms of
the rules of origin and other is-
sues as well, it makes other
countries realise that it works. We
believe we must have liberal

rules of origin

proven that successful
economies are those that con-
tinuously reform. When there is
no rule of law, people end up
doing illegal things. This is why
in COMESA, we have set up
the Common Investment Area
modelled along the Association
of Southeast Asian Nations
(ASEAN) Investment Area.
Under the framework of the
latter, for example, if a govern-
ment nationalises, the compen-
sation will have to be based on
the fair market value. It there-
fore acts as a deterrent. Sec-
ondly, it provides for double
taxation agreements. Third, let’s
say a Mauritian company in-
vests in Zambia or in Kenya, it
is provided with all the privi-
leges of being a COMESA in-
vestor. It must be able to invest
in other countries without it
being subjected to national reg-
ulations. Therefore, we thought
we must have a minimum
framework which provides a
common approach both inside
and outside the region.

G Why has the COMESA In-
frastructure Fund, which has
been subject to an interim
Adpvisory board last week,
been set up?

In a meeting we had with
the ministers of Finance of the
COMESA Fund, it has been
agreed that the Infrastructure
Board will be hosted by Mauri-

tius. We need massive invest-

ment in infrastructure — USD
25-30 Billion — and without in-
frastructure, roads, railways,
ports, etc., you cannot reduce
the cost of doing business and
become competitive. It has also
been agreed that the Infrastruc-
ture Bond will be hosted by the
Mauritius Stock Exchange.

The Tripartite Market Inte-
gration is based on three pillars:
market integration, infrastruc-
ture and industrialisation. It is
therefore important that the In-
frastructure Fund lives up to its
promise with some innovative
ideas. For example, under the
Indian Ocean Commission, we
had the maritime aspect in
terms of the shipping line,
which they have been looking
into. Without good shipping
services between the islands and
countries of the mainland, trade
is hindered. So, infrastructure is
key.

Our Infrastructure Fund is
not that very big and it is im-
portant that the African Devel-
opment Bank launch its Africa
2050 Fund, which will be a
capitalization of USD 100 Bil-
lion. I must make one thing
clear, it is not in our expecta-
tion that the COMESA Infra-
structure Fund will deal with
ordinary projects and our focus
will be on Public Private Part-
nership projects. There is no ve-
hicle at the moment to do that
and this is what we shall be ad-

dressing.
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THE ECONOMIC INTEGRATION
DEVELOPMENT STRATEGY

Resulting from the horror and devastation of the Second World War (1939-45), and in order to make war
unthinkable, to reconstruct Europe, to ensure peace and prosperity, Europe adopted economic integration
as the overarching strategy for building the future, for building an ever-closer Europe. Europe was to pur-
sue ever-closer integration of its peoples, economies and countries. It became a Customs Union in 1968
and a single market in 1992. It is now the European Union

BY DR FRANCIS MANGENI,
DIRECTOR OF TRADE, COMESA

he deeper integration has

been pursued to achieve the
development and security

objectives prioritized consis-

tently over the years. The

one most important achievement of the
European integration project, has been a
full generation of peace and prosperity;
and the moral of the story has been that
deeper economic integration assists to
make war unthinkable and to promote
prosperity for the people, and of course
that like anything else in life, there will be
challenges along the way, to be overcome.
In the case of Africa, decolonization
has now been achieved, which was the
stated priority and objective of closer co-
operation among Africa’s States under the
Organisation for African Unity, since the
1960s. Fighting together, pooling and
sharing financial and military resources,

one country after another became inde-
pendent. But political emancipation was
never the only or end goal of the struggle;
economic emancipation too has been
equally prioritized over the years. Follow-
ing the adoption of the Lagos Plan of Ac-
tion in 1980, successive instruments
establishing regional economic commu-
nities in Africa have provided for eco-
nomic integration as overarching
development strategies to be pursued by
the member states. The economic inte-
gration typically envisages deepening in-
tegration beyond FTAs into customs
unions, common markets and economic
unions and monetary unions, together
with cooperation in key sectors such as in-
frastructure, industry and agriculture.
This template has been consensus in
Africa for decades, and COMESA was no
exception when the Treaty was concluded
in 1993; it provided for this same tem-
plate. The other eight RECs in Africa,
recognized by the African Union, provide

for the same template for regional eco-
nomic integration.

Of the RECs in Africa, the EAC has
achieved the most progress along the tem-
plate, for it is now a common market,
since 2010, having become a customs
union in 2005, levels of integration yet to
be achieved in the other RECs. The ex-
perience of the EAC will always be valu-
able, as it can provide important lessons
for the other RECs, such as COMESA
for which it was in fact supposed to be a
fast track; COMESA was supposed to fol-
low suit as the EAC trail-blazed ahead.
Evidence so far strongly suggests that the
EAC integration programs have been suc-
cessful. Intra-EAC trade has doubled
since 2005, and the closer integration and
consultation framework has increasingly
resulted in a peaceful and secure EAC, an
island of peace amidst some war torn
neighbours. Revenue collections from
trade taxes have increased, especially on
VAT and excise, resulting from increased

In the case of Africa,
decolonization has
now been achieved,
which was the stated
priority and objective
of closer cooperation
among Africa’s States
under the Organisa-
tion for African Unity,
since the 1960s.
Fighting together,
pooling and sharing
financial and military
resources, one coun-
try after another
became independent



trade, though revenue loss was grossly
feared during the negotiation of the cus-
toms union. For instance, according to
the Kenya Revenue Authority, revenue
collections in Kenya quickly increased
from a third a billion dollars to half a bil-
lion dollars annually, after the first year of
the Customs Union.

A number of studies have been con-
ducted to assess the impact of economic
integration in Africa. All these studies
have on the whole recommended that
deeper economic integration will be ben-
eficial. Before the conclusion of the Treaty
establishing the African Economic Com-
munity, in 1991, a major World Bank
Study, and studies by the Economic
Commission for Africa and the African
Development Bank, ascertained that
deeper economic integration in Africa
was the way forward and would be the
appropriate economic development strat-
egy. These studies continue to be done
today, a typical incarnation being the “As-
sessing Regional Integration in Africa” se-
ries (ARIA), which is an annual joint
publication of the Economic Commis-
sion for Africa, the African Development
Bank and the African Union Commis-
sion. These annual flagship publications
have consistently argued and demon-
strated that deeper integration is the way
forward for Africa. The publications since
2010 have inspired the program, now
adopted by the African Union Heads of
State and Government, for building a
Continental Free Trade Area and a Con-
tinental Customs Union, on the basis of
a number of pillars in the categories of
market integration, industrial develop-
ment, infrastructure development, and
trade facilitation. Other notable institu-
tions that have produced well researched
and informative studies similarly recom-
mending deeper integration are UNC-
TAD and the United Nations
Development Program . These studies
have also projected and demonstrated sig-
nificant welfare gains from deeper inte-
gration.

DEVELOPMENT OBJECTIVES

The analytical work has been unani-
mous that elimination of customs duties
on trade among the member states, by it-
self, will not achieve the developmental
aspirations of the people and will fall
short of the potential welfare benefits
available. By implication, this means free-
trade areas are not enough to achieve the
developmental objectives of the member
states. The analytical work has demon-
strated that market integration should be
coupled with industrial and infrastructure
development, trade facilitation, and pol-
icy coordination and harmonization to
address policy and regulatory constraints.
Projections have been unanimous that
elimination of customs duties, when cou-
pled with elimination of non-tariff barri-
ers and trade facilitation, results in far
more welfare. Recent work in July 2013
by the Institute for Development Studies
of Sussex University, for instance, esti-
mates that a Tripartite FTA involving
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elimination of duties and non-tariff bar-
riers as well as trade facilitation will gen-
erate additional new trade worth $7.7
billion annually, constituting an increase
of about 20% over the 2014 baseline;
whereas mere elimination of duties would
generate just $250 million annually. The
analysis has shown further that every
member state has industries that will gain
from the Tripartite FTA, where growing
incomes and jobs will be generated.

LINEAR APPROACH

The importance of not limiting inte-
gration programs to trade liberalization
alone, or to free-trade areas as such, has
therefore become received wisdom.
COMESA, for instance, has always pur-
sued various integration programs simul-
taneously, rather than following the linear
approach to economic integration, of first
completing the FTA, then completing the
Customs Union, and only then moving
on to the common market and other
stages of integration. Rather than water-
tight or compartmentalized stages of re-
gional integration, COMESA already
implements all necessary programs that
support the achievement of its develop-
mental objectives. Some of the key pro-
grams already being implemented
include, services liberalization, because
services facilitate trade and are essential
welfare generating activities in themselves;
infrastructure covering surface and air
transport, energy, and ICT in order to
promote competitiveness; industrial and
agriculture development in order to im-
prove the productive capacity of member
states so they can better utilize the mar-
ket access opportunities and achieve such
public policy objectives as food and nu-
trition security and wealth creation in-
cluding among the ordinary people and
rural populations; science, technology
and innovation, because development has
always been technology-led and we live in
the age of information and knowledge-
driven economies; visa relaxation and
freer movement of people; macroeco-
nomic and fiscal convergence in order to
promote macroeconomic stability; and
peace and security in order to promote
political stability and safety of human life,
which are key location factors for gener-
ating investment.

REGIONAL INTEGRATION

Properly speaking or under the linear
model of regional integration, these other
programs are supposed to be initiated and
implemented during advanced stages of
regional integration, such as the common
market or the economic union. On the
contrary, this pragmatic approach secking
to tackle the existing challenges in order
to achieve the common developmental
objectives, is the template for continental
integration, and is embedded in the con-
stitutive instruments of the RECs of
Africa, including in the COMESA Treaty.
To pose the question of whether or not
COMESA should pursue deeper eco-
nomic integration is therefore to re-open
a lot of issues that have been considered

settled since the emergence of independ-
ent Africa, issues that have been investi-
gated and settled in authoritative policy
publications over the years by continental
and international institutions. For any
REC to change direction, it would be
wise to think collectively at this conti-
nental and global level, revisiting all the
work done so far and the resulting in-
struments and decisions already adopted
at the highest political level as the conti-
nental and regional consensus.

As said earlier, COMESA has been a
free trade area since 1 November 2000. It
launched its Customs Union on 7 June
2009. Since then, however, progress on
the regional integration program has been
slow. Due to entrenched national trade or
economic policies that are diametrically
inconsistent with customs unions partic-
ularly the element of the common exter-
nal tariff, some member states, notably
Egypt, Mauritius, Seychelles and Zim-
babwe, have been quite reluctant to im-
plement the COMESA customs union,

giving a number of reasons.

POLICY QUESTIONS

If forming the customs union is con-
sidered problematic, going any deeper
into the common market or economic
union or monetary union must be even
more difficult, raising far more serious
policy questions. What are considered
problems or obstacles to forming the cus-

The analytical work
has demonstrated
that market integra-
tion should be cou-
pled with industrial
and infrastructure de-
velopment, trade fa-
cilitation, and policy
coordination and
harmonization to ad-
dress policy and
regulatory constraints

toms union will emerge more voraciously
with respect to common markets and
economic unions or monetary unions.
Therefore, the real question is whether
the road to regional and continental inte-
gration in Africa should come to an end.
Fortunately, there is no shortage of ana-
lytical work and of empirical experience
to draw upon. As indicated, the literature
strongly demonstrates that deeper inte-
gration must be the way forward in
Africa; and experience, for instance from
the EAC, verifies that deeper integration
is indeed feasible and enormous welfare
benefits will result.
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“I am African” is a slogan
the African Union has
adopted to promote own-
ership of the continental
integration programs and
institutions among the
people, especially chil-
dren and the youth. The
closing ceremony of the
special Summit of the
African Union on 26 May
2013, marking fifty years
since the founding of the
Organisation for African
Unity, was graced by
children singing and
reciting poems proudly
declaring they were
African, in different lan-
guages. And the Heads of
State and Government
adopted Agenda 2063, a
vision that all Africa
should be peaceful and
prosperous by 2063. Pro-
grams that promote
peace and prosperity can
therefore be expected to
remain key pillars of the
economic integration
agenda in Africa

he Treaty establishing the

African Economic Commu-

nity, in Article 6, provides

for the gradual establish-

ment of the continental eco-
nomic community, through progressive
stages beginning with free-trade areas es-
tablished by the Regional Economic
Communities (RECs), customs unions
established by the REC:s, the continental
customs union, the continental common
market, and the continental economic
and monetary union. The RECs are
building blocs for the continental inte-
gration program. The African Union has
recognized eight RECs in this regard, as
the building blocs, namely, the East
African Community, the Economic
Community of Central African States, the
Economic Community of West African
States, the Common Market for Eastern
and Southern Africa, the Southern
African Development Community, the
Community of Sahara-Sahelo States, the
Intergovernmental Authority for Devel-
opment, and the Arab Maghreb Union.
If the building blocs fail to make progress
towards deeper integration into customs
unions and common markets, the conti-
nental objective will not be achieved. The
political and economic implications

VISION AND MISSION

would therefore be vast.

NOT MUCH PROGRESS

At the African Union’s Eighteenth Or-
dinary Summit in January 2012, the
Heads of State and Government decided
that a Continental FTA should be formed
by 2017, and the Continental Customs
Union by 2019. The COMESA-EAC-
SADC Tripartite FTA, expected to be in
place in 2015, will be the building bloc or
launch pad for the Continental FTA.
While the Economic Community of
West African States, the Economic Com-
munity of Central African States, the Sa-
hara-Sahelo Community of States, and
the Arab Maghreb Union are expected to
emulate the COMESA-EAC-SADC Tri-
partite FTA initiative, by also establishing
a single FTA among themselves, it doesnt
appear that much progress is being made
in that direction, except for a brief ex-
ploratory meeting organized by the
African Union Commission in the mar-
gins of the African Union Conference of
Ministers responsible for integration held
in Mauritius in 2013. This would suggest
that if this matter of forming the Conti-
nental FTA and Customs Union is not
addressed soon, the timelines will come
soon and pass without much to show. If
the Tripartite FTA negotiations fail to re-
sult in the Tripartite FTA, there won't be
the Continental FTA, since the Tripartite
FTA, given its economic and geographical
size, is the key building bloc or the cor-
nerstone for the Continental FTA.

TIME TO TAKE A STAND

Economic integration as a develop-
ment strategy in Africa, has therefore
reached a cross-roads. Time has come to
take a stand. In COMESA for instance,
some member states, for different reasons,
are yet to join the free-trade area, estab-

lished way back on 1 November 2000;
namely, the Democratic Republic of
Congo, Eritrea, Ethiopia, Uganda and
Swaziland, being five out of the 19 mem-
ber states of COMESA. Congo DR
largely didn’t join because of a debilitat-
ing war that has plagued the country for
years. Eritrea and Ethiopia have pointed
to their weak private sector and argued
that they will not be able to beneficially
participate in the FTA, though after a
number of studies and in light of the ro-
bust economic performance of an 11%
annual economic growth rate for
Ethiopia, this stance might be changing,
very slowly though. And due to sibling ri-
valry, Eritrea is unlikely to join the FTA
until Ethiopia does so. Uganda didn’t take
the necessary steps to join the COMESA
FTA when the integration momentum
was high in the country, in the early 2000s
when the COMESA FTA was estab-
lished, focusing instead on the structural
adjustment programs and the economic
liberalization reforms that the government
continued to implement from the 1980s
to the 2000s; poverty reduction strategy
papers subsequently took root. Swaziland
is a member of the Southern African Cus-
toms Union and as such is required to
maintain the SACU common external
tariff against the rest of the world includ-
ing COMESA member states. Under the
bilateral trade arrangements though, some
SACU countries have concluded free
trade areas with third countries, for in-
stance the Trade and Development Co-
operation Agreement between South
Africa and the European Union, and the
Economic Partnership Agreement with
the European Union.

MUCH HARDER

The customs union was launched on 7
June 2009 against the backdrop of the

COMESA

mighty falls in Victoria Falls Town, but
the three-year transition period within
which it was supposed to become func-
tional passed in June 2012 without any
member state indicating that it was ready
to implement the customs union, and a
number of reasons were advanced for this
state of affairs, which will be considered
later. COMESA is due to formally launch
its common market by 2015, according
to its 2011-2015 Medium Term Strategic
Plan; but the common market is already
legally established by Article 1 of the
Treaty. In considering the common mar-
ket, the FTA and the customs union will
provide the inescapable backdrop. Im-
plementing the common market is much
harder than implementing the FTA or the
customs union, because of the deeper na-
ture of the integration and the policy im-
plications for the powers of governments
in jointly implementing rules on free
movement of services, persons, labour,
capital, and enterprises; all of which can
be considered to be politically sensitive
areas. It is therefore important at this
point in the long trajectory of economic
integration in Africa, to think clearly and
design a way forward in terms of re-
launching the integration programs or
modifying them, but either way, to take
decisions that can be implemented with
gusto and with results.

The state of regional integration in
COMESA holds out many best practices
for the entire continent, but also raises
some issues that need urgent attention,
and addressing, which is destined to shape
the entire continental integration process
due to the similarity of most integration
issues across the continent. It is therefore
a unique opportunity to have a closer look
and decide what to do, bearing in mind
the history and the future of Africa in the
world.
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DR ARVIN BOOLELL, MINISTER FOR FOREIGN AFFAIRS, REGIONAL INTEGRATION & INTERNATIONAL TRADE

“There must be a comprehensive
agreement between countries”

Action should accompany political decisions taken at the
highest level by the secretariat of the regional economic com-
munities. Such are the thoughts of Arvin Boolell, Mauritian
Minister for Foreign Affairs, Regional Integration & Interna-
tional Trade, on the setting up of a Free Trade Area (FTA)

G Negotiations to set up a
grand free trade zone encom-
passing 26 countries in East-
ern and Southern Africa
under the COMESA-EAC-
SADC Tripartite Free Trade
Area (FTA) — believed to be
the building block for the
continental FTA — may be
completed in 2015. What
are the main challenges to
this endeavour?

Well, first of all, we would
like the process to gain the
proper momentum. But unfor-
tunately, there have been a few
setbacks and the reasons are
multiple. However, the major
difficulty is with regards to a
lack of consensus on the issue
of ‘rule of origin’. Added to
that, we have to make sure the
political decisions taken at the
highest level are translated into
action by the secretariat of the
regional economic communi-
ties. I believe that there is still
scope and room for improve-
ment with regards to this
endeavour. In the meantime,
the commitment given to have
a Tripartite Free Trade Area by
2015 is becoming forlorn. On
the other hand, resources which

were disbursed by friendly
countries have not been forth-
coming and that has encoun-
tered delays in meetings
schedules. Apart from the rules
of origin, there are other techni-
cal matters which have become
contentious.

G What is the position of Mau-
ritius as far as the custom
version of an FTA is con-
cerned?

Mauritius has got no prob-
lem with a custom version as
the island has already liberalised
85 % of its tariff lines. In fact,
one of the main reasons which
could explain why we don’t
want to become a member of a
Customs Union is because
there should be a proper har-
monisation in customs proce-
dures so that all stays in line. If
tomorrow the SADC becomes
a Customs Union, they are yet
to dismantle these tariffs lines.
So Mauritius is far ahead. There
are several countries which are
yet to put their offers on the
table. Countries like Madagas-
car, Comoros, along with sev-
eral others, should clearly
display their offers. From my

recent meeting with the Secre-
tary General of the COMESA,
Sindiso Ngwenya, I can tell you
that he wants those countries to
follow the steps of Mauritius or
at least to move towards what
Mauritius has done. So, the
problem resides in offers which
several countries are yet to
demonstrate. Countries like
Botswana, which is a member
of the Southern African Cus-
toms Union (SACU), are hin-
dering the system. However, it
is true that Botswana seems to
gradually understand the prob-
lem, but several other countries
which are members of RECs
are complicating things as they
have not received firm offers.

GIt seems that the FTA is more
goods oriented than service
oriented. How do we accom-
modate countries engaged
mainly in the services sector?
The essence of an FTA is

that it should have mobility. As

commerce on an intra-regional
basis is so low, it makes it ex-
pensive to shift a container
from a city in Africa to another,
compared to shifting a con-
tainer from Tokyo to Mombasa.

So the supply side as well as in-

frastructure like railways, roads

and connectivity are important
things to be seen. It is also good
to note that institutions like the

African Development Bank

(AFDB), through the Africa50

fund, and the New Economic

Partnership for Africa’s Devel-

opment (NEPAD) have worked

together in order to address
such constraints. But I believe
that we should increase intra-re-
gional trade and, to meet that
endeavour, we should be loyal
and faithful to trade protocols
signed between countries. For

example, it is inadmissible for a

country that is a member of a

trade protocol which articulates

it to provide the same facilities

to other countries located in the
same region and protects its
counterparts, to be open to
China ! There must be a com-
prehensive agreement between
countries. For example, Mauri-
tius and the Seychelles have got
no problem with both countries
working in the services sector.
Problems could arise with
countries that have not yet es-
tablished a proper system of
services, because they fear they
could face an invasion. Capac-
ity building is another thing
which is important as well as a
symbiosis of the private and
public sectors, and a legal and
institutional framework.

GIs regional integration achiev-
able in Africa?

A regional integration
should firstly go through an
FTA. It should also integrate
the services sector as well as the
mobility of goods. There is defi-
nitely a massive task to handle
for this endeavour. But I believe
that regional integration is be-
coming a reality.

G One of the main aspects of
the Tripartite is the imple-
mentation of non-tariffs bar-
tiers. What are your views on
this subject?

We have a massive task to
undertake with regards to the

phytosanitary aspect. Single
entry into different jurisdictions
is also an important aspect.
However, we should have all
the data and there is a need to
computerize these services in
order to meet that endeavour.
Nevertheless, many countries
do not have these types of data,
which makes it even more diffi-
cult to achieve. There are also
the issues of bribery and
women exploitation that need
to be tackled. There should be a
harmonisation of customs pro-
cedures which involves tariffs,
nomenclature, amongst many
more.

G How are things moving with
regards to funding of infra-
structure projects by the
Preferential Trade Area Bank
(PTA Bank)?

There isn't only the PTA
Bank which is involved in
funding infrastructure projects,
but also the New Economic
Partnership for Africa’s Devel-
opment (NEPAD), which is
very much involved in the same
endeavour beyond bilateral gov-
ernment funding. There is also
the Africa50 fund which is
helping in the mobilisation of
resources. These funding agen-
cies are aware that they will get
a return on their investments.

A WINDOW TO RE-GIONAL INTEGRATION

“The tripartite initiative is of high relevance to small island
economies like Mauritius and Seychelles. Given the specific
characteristics of Small Island Developing States, such as phy-
sical isolation, geographical dispersion, small domestic markets
and dependence on few exports products, the tripartite frame-
work is viewed as an appropriate initiative that will help in
sustaining their level of exports,” the Minister for Foreign
Affairs of Mauritius stated during the last COMESA-EAC-SADC
Tripartite Ministerial Committee on Trade and Industry, held in
Mauritius last year. He strongly believes that Island States will
undeniably benefit from the maritime corridor currently being
developed under the Indian Ocean Commission framework,
which will thereafter link to mainland Africa. For Dr Boolell,
the tripartite FTA is viewed as a means of enhancing conver-
gence among the three regional economic communities.
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ANALYTICALWORK

THE COMESA CUSTOMS UNION

It will be recalled that the Thirty Second Meeting of the Council decided that all Treaty obligations and

Council Regulations and Decisions be implemented by December 2014; and that a member state should
not be in a position to should write to the Secretariat explaining the constraints. To support member states
in the implementation, the Secretariat has undertaken analytical work on the Customs Union, a key mile-
stone in the integration trajectory of COMESA

BY DR FRANCIS
MANGENI, DIRECTOR
OF TRADE, COMESA

he analysis has

shown that cus-

toms laws of the

member states and

the COMESA
Customs Management Regula-
tions are largely drawn from the
same sources, namely the best
practices under the World Cus-
toms Organisation and particu-
larly the Revised Kyoto
Convention. The finding that
the customs laws of member
states on the whole already com-
ply with more than 90% of the
provisions of the Customs Man-
agement Regulations was not
surprising. Out of a total of 372
provisions of the Customs Man-

agement Regulations (CMR),
the divergent provisions are only
5 for Seychelles; 8 for Zambia;
11 for Eritrea, Ethiopia and
Mauritius; 12 for Zimbabwe; 17
for Sudan; 18 for Malawi; 20 for
Swaziland; and 22 for Egypt.

Some of the differences relate
to details such as definition of
customs territory, which can be
addressed progressively as the
customs union deepens into free
circulation, and to non-manda-
tory provisions where member
states can exercise some discre-
tion. Where there are substantive
differences, a program for
modification of the national cus-
toms law can readily be imple-
mented, as part of the trade
facilitation programs in the
member state.

Morever, the COMESA Cus-
toms Management Regulations
meet and are consistent with the
international best practices and
instruments as contained in the
Revised Kyoto Convention and
WTO Trade Facilitation Agree-
ment. This was established by
the very detailed provision by

provision gap analysis between
the three instruments. This is a
relief and re assurance to mem-
ber states that the regulations are
sound. Indeed, implementation
of the COMESA regulations at
the same time assists member
states meet the standards under
those international instruments.
There is therefore great merit in
immediately implementing the
COMESA Customs Manage-
ment Regulations, in order to fa-
cilitate trade, and thereby
generate investment and jobs
and incomes.

TARIFF NOMENCLATURE
Second, the analysis has
shown that the COMESA
Common Tariff Nomenclature
(CTN) is now based on the
2012 version of the Harmonised
System of the World Customs
Organisation, for coding and de-
scription of commodities. The
transposition from the HS 2007
to HS 2012 resulted in a modi-
fication of only 220 out of 5,206
tariff lines at 6-digit. The good

news is that most member states

already adopted the HS 2012 as
their national tariff nomencla-
ture in 2013; namely Burundi,
DR Congo, Ethiopia, Eritrea,
Kenya, Madagascar, Malawi,
Mauritius, Rwanda, Sudan,
Uganda, Zambia and Zim-
babwe. This means that the na-
tional tariff nomenclatures of
these member states are already
similar to the CTN, except in
cases of splits that may be
uniquely national or for national
purposes. These can be main-
tained by the member state pro-
vided they dont constitute a
significant number of tariff lines;
the understanding being that
this will be a small number of
tariff lines, say for ethnic pro-
ducts.

REVENUE PERFORMANCE
Third, the TRIST analysis
using 2013 figures showed that
no member state will lose rev-
enue from implementing the
CET. On the contrary, member
states will see increased revenue
collections. These include Zim-

babwe (0.3%), Madagascar

The analysis
has shown
that the
COMESA
Common Tariff
Nomenclature
(CTN) is now
based on the
2012 version
of the Har-
monised Sys-
tem of the
World Cus-
toms Organi-
sation, for
coding and
description of
commodities
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Regarding the customs laws, the
EAC Customs Management Act,
having been passed by the East
African Legislative Assembly, is
the national customs law of each
of the four member states, as re-
quired by the Treaty establishing
the East African Community

(1.7%), Zambia  (3.0%),
Ethiopia  (3.4%), Dijibouti
(21.8%), Malawi (22.2%), Er-
itrea (38.9%), Egypt (59.1%),
Comoros (64.9%), Mauritius
(64.5%), and  Seychelles
(129.2%); as shown in the table
below.

Sudan, however, would see a
revenue fall of -4.8% largely due
to the loss of oil revenues to
South Sudan. In such cases,
COMESA has arrangements for
providing adjustment support.
Nonetheless, the member state
can be expected to complement
such support with domestic fis-
cal reforms to deepen and widen
the tax base and to improve rev-
enue collection.

REGIONAL INTEGRATION
SUPPORT MECHANISM

It is to be noted that
COMESA has an Adjustment
Facility, under which financial
support can be provided to
member states to meet any rev-
enue shortfalls resulting from
implementation of regional inte-
gration obligations or for funds
to support implementation of
given regional integration obli-
gations. A number of member
states have already benefited, as
shown in the opposite table.
This puts to rest the fear of rev-
enue losses from implementing

the COMESA Customs Union.

EMPIRICAL CASE STUDY OF
THE EAC CUSTOMS UNION
Fourth, the projections from
the TRIST analysis are consis-
tent with the empirical experi-
ence under the EAC Customs
Union, where member states
have seen increasing revenue col-
lections and increasing trade
among themselves since the for-
mation of the EAC Customs
Union in 2005. So, both the
projections and the survey as a
case study of performance in an
actual Customs Union are con-
sistent. It should be recalled that
in 2004, the East African region

was awash with fear of revenue
losses and trade decline, and it
took resolute political determi-
nation to launch the EAC Cus-
toms  Union in 2005
notwithstanding the fear. The
political leaders have been vindi-
cated, as revenue collections and
intra-regional trade have over the
years increased phenomenally —
from $1.0 billion in 2005 to
$2.8 billion in 2013 for Kenya,
$479 million in 2005 to $1.1
billion in 2013; and $120 mil-
lion to $323 million in 2013 for
Rwanda.

Fifth, trade performance in
the four member states in both
EAC and COMESA continued
to increase since 2005 when the
EAC Customs Union was
formed, as shown in the opposite
table 1.

Sixth, the FAC and
COMESA Customs Union are
already significantly harmonized,
which means that the four mem-
ber states can be members of
both customs unions; indeed
they can fast track the imple-
mentation of the COMESA
Customs Union by demonstrat-
ing that they are already imple-
menting it significanty, thus
forming a lead group.

Regarding the customs laws,
the EAC Customs Management
Act, having been passed by the
East African Legislative Assem-
bly, is the national customs law
of each of the four member
states, as required by the Treaty
establishing the East African
Community. The Customs
Management Act implements
what member states are required
to do under the COMESA Cus-
toms Management Regulations.
A provision by provision map-
ping and analysis clearly demon-
strated that the EAC Customs
Management Act was consistent
with the COMESA Customs
Management Regulations, both
with respect to the legal effect of
the substantive provisions, and
with respect to setting out what

the COMESA Customs Man-
agement Regulations require na-
tional laws of member states to
set out. This means that the four
member states are already imple-
menting the COMESA Cus-
toms Management Regulations.

Regarding the common ex-
ternal tariffs of the EAC and
COMESA customs unions, a
line by line analysis found that
74% of the tariff lines are identi-
cal in text and rate. This means
that the four member states are
already implementing 74% of
the COMESA Common Exter-
nal Tariff. COMESA has a total
of 7,036 tariff lines while EAC
has 5,422 lines. The difference is
due to splitting of tariff lines.
Comparison of the tariff rates
has shown clearly COMESA has
3,448 tariff lines with similar
rates and text, 2,639 missing
rates and 904 with mis-matching
rates but similar text. However,
after further analyzing the tariff
lines with missing rates, it was
found that 1,735 lines have got
similar rates. This makes the tar-
iff lines with similar or matching
rates to be 5,183(3,448 + 1,735)
hence the lines with missing rates
remains only 904 which is equiv-
alent to 13%. The reason for the
missing rates is that COMESA
split the tariff lines, they are in
the exemption regime of the
COMESA Management ACT
or COMESA does not show the
sub-chapters.

Overall, then, the analysis
clearly shows that 74% of all the
COMESA Tariff Lines are har-
monized with EAC Lines both
in the tariff rate and text, 13%
have got mis-matching rates but

similar text while 13% have
missing rates. The tariff lines
with missing rates can easily be
harmonized by mutual consen-
sus that the organization with a
missing rate adopts the rate of
the other organization. The only
major concern therefore remains
the 13% Tariff Lines whose rates
are different and therefore the
two organizations will continue
with discussions on these lines.
The implication is that the
four countries can fast track the
implementation of the
COMESA Customs Union, and
they can immediately declare
that they are implementing the
COMESA Customs Union cov-
ering substantially all the trade.
Lastly, an important study
undertaken by the Economic
Commission for Africa has come
up with insights into the future.
The study places the COMESA
Customs Union in the overall
paradigm of the continental in-
tegration program. Africa is
heading towards a Continental
Customs Union and an indica-
tive date of 2019 has been set for
programming purposes. A major
finding of the study is that intra-
Africa trade will more than dou-
ble from 10.2% to 21.9% by
2022 if a Continental FTA is
formed in 2017 and accompa-
nied by ambitious trade facilita-
tion measures, whereas the
increase would be only to 15.5%
if the Continental FTA is not ac-
companied by trade facilitation
measures. Trade facilitation
measures include ambitious cus-
toms facilitation and moderniza-
tion measures, such as those
provided for in the COMESA

and EAC Customs laws. How-
ever, under a Continental FTA
even when accompanied by
trade facilitation measures,
Africa’s exports to the rest of the
world would decrease by -
18.8%. But with a Continental
Customs Union, that is, with a
continental common external
tariff along the lines of the
COMESA  structure, intra-
African trade would more than
double, and exports to the rest of
the world would increase to
$91.0 billion and to Africa to
$75.1 billion.

CONCLUSION

In conclusion, member states
would be advised to formulate
key next steps to take at the na-
tional level in implementing the
COMESA Customs Union.
Such steps could include, imme-
diate submission of explanatory
briefs to management and policy
makers in key relevant ministries,
organizing retreats and forming
national task forces made up of
all relevant stakeholders but tak-
ing into account any existing
committees on implementing
COMESA  programs, stake-
holder awareness activities,
preparation on action plans to
result in implementation by De-
cember 2014, organisation of
national workshops and contin-
uous monitoring and evaluation
of the national action plan, re-
view and preparation of national
laws, enactment by parliaments,
dissemination to customs posts,
capacity building for relevant
implementing agencies, and
continuous liaising with the sec-
retariat on any key issues arising.
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ADMASSU TADESSE, PRESIDENT AND CEO, PTA BANK

“More investors should participate

in the Infrastructure Fund”

Two major Mauritian
companies are now
shareholders of the PTA
Bank and Chief Execu-
tive Officer
Admassu Tadesse ex-
pects more will join in
“We are creating a
world class African fi-
nancial institutional
framework for both the
Bank and the Fund. So,
we think it's going to be
very exciting in the
years to come,” Mr
Tadesse stated. Accord-
ing to him, there is
much more to be done
to deepen our financial
market and the financial
sector as a whole
«+*We understand that the
COMESA Infrastructure
Fund Interim Advisory
meeting took place on
Monday morning. Can
you brief us about the

outcome of the meeting?
We have had a good discus-

this partnership. The idea

some strategic aspects going
forward as to how the fund

market both for fund raising

ironing out the final details of

would be to close out the legal
documentation, and agree on

managers want to approach the

nificant funding from the mar-
ket, in Europe, in Asia and of
course, very importantly, right
here in Mauritius. We have in-
stitutional shareholders from
Mauritius in PTA Bank like
the National Pension Fund,
which invested USD 10 mil-

COMESA Infrastructure Fund
is going to be done on a world
class basis. There is going to be
very well governed sharehold-
ers. Investors’ rights will be
protected from the very begin-
ning. It will be a successful ve-

hicle for investing in commer-
cially oriented infrastructure in
the region, and the Public-Pri-
vate Partnerships in particular
(PPP). PTA Bank itself is a
very successful and profitable
financial institution. We have a

sion. The intention of this
board meeting is to finalize the
governance framework for the
COMESA Infrastructure
Fund. It will be the constitu-
tion of the fund manager that
is going to manage the Fund.
PTA Bank will be concluding
its joint venture; a shareholder
agreement with its partner,
Harris Fund Managers, which
is one of the leading institu-
tions in the region. So, this
board meeting is really for

and also in terms of deal flow
and developing the pipeline for

projects.

+*What has been the re-
sponse of the private
sector so far, as regards
the funding?

We understand there is
quite a bit of interest. The PTA
Bank is a good indication of
the kind of interest we expect

to see in the market place. We,
as PTA Bank, have raised sig-

lion, and the Mauritian Eagle WH
Insurance (MEI) company,
which has invested close to
USD 2 million. We expect
more institutional investors
from Mauritius to participate
both in PTA Bank as well as
the COMESA Infrastructure
Fund. Of course, Mauritius is a
middle income country that
we expect to play its rightful
role in regional vehicles of this
nature. The good news is that
the architecture of the

The Bank is currently owned by twenty three members com-
prising of eighteen members from the Eastern and Southern
Africa region, two non-regional members and three Institu-
tional members. The regional members’ shareholding is
81.3%, whereas the non-regional shareholding stands at
6,6%, and the Institutional Shareholding at 12.1%.

The regional members are: Burundi, Comoros, Djibouti,
Congo, Egypt, Eritrea, Ethiopia, Kenya, Malawi, Mauritius,

Rwanda, Seychelles, Somalia, Sudan, Tanzania, Uganda,
Zambia, and Zimbabwe. As for the Non-regional Members,
they are Belarus and China.

Finally, the Institutional Members are composed of the African
Development Bank, Mauritian Eagle Insurance Co. Lid, and
the National Pension Fund of Mauritius.



THE FOURTH CEO

Appointed in late 2011,
Admassu Tadesse is the
PTA Bank’s 4th President
and Chief Executive Offi-
cer. Prior to that, he
served for 10 years with
the DBSA in South Africa,
as Executive Vice Presi-
dent responsible for in-
ternational finance and
corporate strategy. Ear-
lier, he served in various
capacities in interna-
tional institutions and
funds, mainly in Johan-
nesburg and New York.
He has and continues to
serve on several boards.
Admassu Tadesse holds
an MSc from London
School of Economics, an
MBA from Warwick Busi-
ness School, and trained
at Harvard and INSEAD
in banking, private
equity and executive
leadership. He is a mem-
ber of the Institute of
Bankers, and Institute of
Directors, South Africa,
and recipient of various
honours/awards. He was
named African Business
Leader of the Year by the
US CCA in 2012.

return on equity of about 15%
on US dollar Balance sheet,
which is quite healthy for a
dollar business. Mauritian in-
vestors have a lot of space, and
they've taken shares in the PTA
Bank as well. So, both the
Bank and the Fund together,
we think, will offer a very at-
tractive route for Mauritian
capital to take exposure in
Africa. We are creating a world
class African financial institu-
tional framework for both the
Bank and the Fund. So, we
think it’s going to be very excit-
ing in the years to come.

+*In relation to the Free

Trade Area, the PTA Bank

and the COMESA Infra-

structure Fund, are we
within the time frame?

Well, I cannot answer the
part on the Free Trade Area
(FTA) because I am not
responsible for this. The Secre-
tary General of the COMESA
is the best person to speak to
on the FTA.

In terms of funding of infra-
structure, is there priority given
to a particular project or is it
governed on a criteria basis?

Broadly speaking, we are
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Both the Bank and the Fund
together, we think, will offer
a very attractive route for
Mauritian capital to take ex-
posure in Africa

saying we want to give priority
to Public-Private Partnerships
(PPP), but there will be more
of a definition of the invest-
ment thesis of the fund as we
move through this and have
subsequent meetings with the
management team which is
going to run the fund. It is still
too early to say too much, but
at this point it is clear that in-
frastructure, broadly defined,
and PPPs, are the key themes.
However, there will be other
themes at a later stage. It de-
pends largely on how we fi-
nalise the investment thesis as
well as taking shareholders’ in-
terests in consideration. We are
still trying to fine-tune the
final picture.

++*Can we have a broad idea
of the amount the Fund
intends to raise?

The Fund has an ultimate
goal of raising 1 billion dollars,
and the first clause is USD 200
million. The goal is to achieve
USD 200 million by the end
of 2015, and to have subse-
quent rounds after this to reach
the USD 1 billion marks.
There are other initiatives that
are being led by other partners

and institutions like the Africa
50 Fund, the African Develop-
ment Bank... We are going to
work closely with the latter so

there may be cross-fertilization.

We will look for ways to build

synergy with these two big
funds.

++*Can you elaborate on the
differences between the

PTA Bank and the

African Deve-lopment

Bank?

The African Development
Bank (ADB) is the largest
shareholder of PTA Bank. We
have a very close relationship.
The difference between us and
the ADB is, first of all, that we
don’t have a concessional win-
dow. We are commercial in na-
ture, and we only cover
countries which form part of
the eastern and southern part
of Africa. We don’t cover the
whole continent, unlike the
ADB. Those are the two very
big differences. Our sharehold-
ing structure is mostly African
capital and African institu-
tions. We also have some in-
vestors who are not African,
and we expect more to come.

The ADB has a global foot-

A TREATY-BASED INSTITUTION

The Eastern and Southern African Trade and Development Bank
(PTA Bank) is a treaty-based regional institution, whose mem-
bership is open to member states (or their designated institu-
tions), African institutions and non-African states (or their
designated Institutions) whose eligibility is determined by the
Board of Governors. The People’s Republic of China became the
first non-regional sovereign state to join the membership of the
Bank in 2000. The African Development Bank (ADB), Mauritian
Eagle Insurance and the National Pension Fund of Mauritius are
the only institutional shareholders.

The Bank, which is now repositioned as the trade and develop-
ment bank of the Tripartite Region, which cuts across South,
Central, East and North Africa, serves a specific purpose and key
objectives. Those are to advance regional economic integration
and growth through trade and investment; promote the deve-
lopment of infrastructure, exports and enterprises in Member
States; provide debt, quasi-equity and equity financing, as well
as non-financial products and services, to qualifying entities and
projects in Member States; render technical and management
services to Member States, Partners, Donors and Stakeholders,
including management of special purpose funds; and foster the
development and deepening of financial and capital markets in

Member States.

Based on its competitive advantage and market niche in the sub-
region, the Bank’s strategy over the next five years leading to

2017 is to:-

o Deepen and broaden current areas of engagement in trade
and project finance in existing Member Countries as well as
in new Members joining the Bank;

o Target extension to markets with low coverage - the Bank
will actively explore opportunities to grow its’ business in
countries that have strong potential and currently have low

exposure levels;

o Product innovation and investment in existing and new
business areas - the Bank will introduce new business lines
such as fund management and agency services as well as
more value-added trade finance products;

o Mobilize New Capital — consistent with the growth objec-
tives and to safeguard capital adequacy, the Bank will focus
on mobilization of additional capital through membership
expansion and diversification approaches; and

o Enhance institutional capacity - the Bank will aim to boost
its institutional capacity to execute the expanded mandate
and increased business envisaged under the 5th Corporate
Plan. Various capacity improvements in respect of gover-
nance, structure, people, process and technology will be un-

dertaken.

print in terms of its sharehold-
ing structure. The PTA Bank is
very regional in nature, which
is why Mauritius is a very
strong stakeholder in the bank.
Other countries like Kenya,
Ethiopia, Zimbabwe, Zambia,
Tanzania and institutional in-
vestors are becoming more and
more significant in our share-
holding structure. The Na-
tional Pension Fund of
Mauritius is an example. It’s
one of the leading institutional
shareholders in the bank at the
moment, alongside the ADB.
We think Mauritius has a huge
opportunity to use the PTA
Bank Group, the Bank and the
Fund to take more exposure in
Africa in a profitable and sus-
tainable angle.

+*What, according to you,
will be the main chal-
lenge of the PTA Bank
down the line?

I think the challenge, like
other financial institutions, is
to continue to offer a valuable
proposition that is competitive,
efficient and that achieves mul-
tiple goals at the same time...
Profitability plus development
impact in a way that satisfies

the growing demand of the
world to do things in a sustain-
able way. Socially sustainable,
environmentally sustainable
and of course economically
and financially sustainable...
Ba-lancing those demands is
never easy. As we will be doing
much more in the months and
years to come, it will be great
for us to continue that balanc-
ing act.

**Generally speaking, what
is your assessment of
the banking industry in
the Southern and East-
ern African countries?
The banking sector is grow-

ing, and it’s much better than

it has ever been. That’s good
news. In reality, the gaps are
huge. There is still a lot to be
done. The sector has still more
growth to show whereas the re-
gion is much underserved, es-
pecially households and
businesses. There is much
more to be done to deepen our
financial market and the finan-
cial sector as a whole. The
point here is that we have
come a long way in ten years,
but the road ahead is very long.






BY DR FRANCIS MANGENI,
DIRECTOR OF TRADE, COMESA

he Common Market for
Eastern and Southern Africa
(COMESA) is a regional
economic community of 19
Member States , with boom-
ing regional trade (formal intra-
COMESA trade in goods reached $19.3
Billion in 2012 up from 3.1 in 2000) , a
population of 490 million, a combined
GDP of $525 billion, and land mass of
12.6 million square kilometres. These fig-
ures mean that COMESA is a credible
force in regional, continental and inter-
national relations; a force for good
though, because according to Article 3 of
the Treaty, the reason COMESA exists is
to improve the living standards of the peo-
ple in the region. Together, the various
programs COMESA implements are de-
signed to lift the people out of poverty
and misery, so they are freed to pursue
their dreams in peace and prosperity.
COMESA is the largest FTA in Africa,
and through its raft of programs and in-
stitutions has had an indelible imprint on
the continental integration process, not
only through its sheer geographical and
economic size, but more importantly
through the pioneering nature of many of
its programs and institutions. The most
successful COMESA institutions include,
the Clearing House which has now estab-
lished an international payment system
called the Regional Payment and Settle-
ment System, the Leather Products Insti-
tute, the Alliance for Commodity Trade
in Eastern and Southern Africa, the
COMESA Business Council, the
COMESA Regional Investment Agency,
and the COMESA Monetary Institute.
The financial institutions of COMESA
have now grown into continental institu-
tions and enjoy excellent global rankings,
namely, the PTA Bank, the Re-insurance
Agency, and the African Trade Insurance
Agency. The COMESA Court of Justice
stands out for the wide jurisdiction it has
and the access it provides to individuals
and companies, as well as the Secretary
General, COMESA institutions, and the
Governments of Member States.

FOREMOST PRIORITY

The integration programs of
COMESA include the following: the
FTA since 2000 now with 15 member
states (Congo DR s finalized the legal in-
strument for joining while Ethiopia has
taken a decision in principle at the politi-
cal level to join; Swaziland has a deroga-
tion because it is a member of SACU); the
Customs Union (still to be implemented
by Member States); services liberalization
regulations are in force (negotiated sched-
ules of specific commitments are ready for
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consideration by the Council in four sec-
tors (financial services, communications,
transport and tourism; movement of pet-
sons); visa relaxation but the protocol on
movement of skilled persons is not in
force; infrastructure (transport, energy,
ICT); agriculture (CAADP); industry and
SMEs; gender; peace and security; science
technology and innovation; intellectual
property; and international negotiations.

All these programs are embedded in
the COMESA Treaty, which is already in
force since 1994 having been ratified by
all the Member States. From year to year,
the Summit and the Council issue Deci-
sions and Regulations to advance these
programs. The Regulations and Decisions
become binding once published.Ensuring
the implementation of COMESA pro-
grams is a foremost priority of the
COMESA family as a whole. Therefore,
every year, Member States report on how
they are implementing the programs. The
reports are now more structured than in
the past, to encourage comprehensive re-
porting and to allow ranking or assess-
ment of performance, and peer
comparison. In addition the Secretariat
has undertaken a comprehensive assess-
ment of the state of play in the Member
States, through missions undertaken by
the Secretariat to check the laws, policies
and other relevant national instruments
that are supposed to implement the
COMESA obligations in Member States.
A general assessment is that 60-70% of
COMESA programs are being imple-
mented by the best performing member
states. This definitely leaves a lot of room
for improvement.

FULLY INTEGRATED
AND COMPETITIVE

The vision of COMESA as a regional
economic community is to become fully
integrated, internationally competitive,

prosperous and peaceful with high living
standards, and fully supportive of the con-
tinental integration process. This vision
derives from the objectives of COMESA
and is the reason for COMESA’s exis-
tence.

The objectives of COMESA are “10 ar-
tain sustainable growth and development of
the member states by promoting a more bal-
anced and harmonious development of its
production and marketing structures; to pro-
mote joint development in all fields of eco-
nomic activity and the joint adoption of
macroeconomic policies and programs to
raise the standard of living of its peoples and
to foster closer relations among its member
states; to cooperate in the creation of an en-
abling environment for foreign, cross-border
and domestic investment; to cooperate in the
promotion of peace, security and stability
among the member states in order to en-
hance economic development in the region;
to cooperate in strengthening relations be-
tween the Common Market and the rest of
the world, and the adoption of common po-
sitions in international fora; and to con-
tribute towards the establishment, progress
and the realization of the African Economic
Community”.

To achieve these objectives, the mem-
ber states made several undertakings ,
under which they “shall, in the field of
trade liberalization and customs coopera-
tion, establish a customs union, abolish all
non-tariff barriers to trade among them-
selves; establish a common external tariff; co-
operate in customs procedures and activities”.

DEEPER MARKET INTEGRATION

This undertaking is the subject of a
specific provision in Article 45, to the
same end, calling for the progressive es-
tablishment of a customs union within a
period of 10 years, that is, by 2004 since
the COMESA Treaty entered force in
1994. Article 46 specifically provides for
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establishment of a free trade area by the
year 2000. The FTA, by eliminating du-
ties, and N'TBs and other restrictive regu-
lations of commerce, is by definition part
of a customs union. There are, in addition
undertakings relating to the fields of,
transport and communications, industry
and energy, monetary affairs and finance,
agriculture, and economic and social de-
velopment; all of which are again the sub-
jects of detailed specific provisions. There
is provision as well that ‘member states
agree to adopt, individually, ar bilateral or
regional levels the necessary measures in order
to achieve progressively the free movement of
persons, labour and services and to ensure
the enjoyment of the right of establishment
and residence by their citizens within the
Common Marker”. COMESA has al-
ready, in 2001, concluded a protocol on
free movement of persons, labour, ser-
vices, right of establishment and right of
residence, though it is not in force yet.

According to these objectives and bind-
ing undertakings, as well as the programs
being implemented, COMESA aims for
deeper market integration covering the es-
tablishment and operation of a free trade
area, a customs union, and a common
market, as well as an economic union in-
volving integration through harmoniza-
tion and coordination of policies in the
various sectoral areas, progressively leading
to “a payments union as a basis for the even-
tual establishment of a monetary union”.
This scope of integration is not unique to
COMESA; the EU has already quite suc-
cessfully travelled this road, and it is indeed
the program for the continental integra-
tion process in Africa. And it is well to re-
call that Article 1 of the Treaty has already
established the common market, which re-
quires to be operationalised, for it provides
that “the High Contracting Parties hereby es-
tablish among themselves a Common Market
for Eastern and Southern Africa”.
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SRIDHAR NAGARAJAN, CHIEF EXECUTIVE OFFICER OF STANDARD CHARTERED BANK

“A common payment

G Do you believe that the setting up of a
Free Trade Area by the Tripartite will
be favourable to local operators?

An enlarged FTA is expected to in-
crease trade within the COMESA —
EAC — SADC region. Given that this
FTA comprises of about 640 million
people, it represents a significant com-
mon market for products and services.

Corporates expanding across Africa
are increasingly using Mauritius as a re-
gional platform and a tripartite agree-
ment will be beneficial for them. As for
Standard Chartered Bank we have a
strong presence in Africa and Asia and
are well positioned to assist these corpo-
rates in their pan-Africa strategic and
operational objectives.

G There is also the shaping up of a Cus-
toms Union for the said FTA. What
are your views on this?

A Customs Union is a natural corol-
lary to an FTA and is in fact a vital en-
abler for its success. As a bank which has
primary focus on Trade Finance activi-
ties, Standard Chartered would welcome
a measure like this which boosts inter
and intra Africa trade.

LTIPLE HATS

Sridhar Nagarajan is an engi-
neering graduate with Masters
in Business Administration. He
has over 19 years of banking ex-
perience, of which the last 14
years have been with Standard
Chartered Bank in various busi-
nesses, franchise building and
governance roles.

In his current role, since 2008,
he has been overseeing the for-
mulation and successful imple-
mentation of the bank’s
Mauritius strategy, which in-
cludes leveraging Mauritius as a
gateway to Africa and unlocking
the franchise’s potential as a
global financial centre.

Sridhar is currently the Vice
Chairman of the Mauritius
Bankers Association (MBA) and
the Chairman of the Interna-
tional Banking Sub-Committee
of the MBA.

He is a member of the Financial
Services Consultative Council
(FSCC), as chaired by the Min-
istry of Finance and Economic
Development. FSCC is the think
tank of the Government for the
Financial Services sector.
Sridhar is the Vice Chairman of
Global Finance Mauritius,
(“GFM”) an industry body repre-
senting banks, institutional in-
vestors, law firms, accounting
firms and management compa-
nies in Mauritius.

The Tripartite is bound to be beneficial to
corporates which intend to reach Africa through
Mauritius. However, suggests Standard Chartered

Bank CEO, Sridhar Nagarajan, care should be
taken when it comes to the Non-tariff trade barriers.
He is also of view that a common payment system
should emanate from the Free Trade Area to
accelerate trade.

stem should follow”’

G The Non-Tariff Barriers is also being
very much talked about. What is your
assessment on the issue? How about
the eventual benefits which it could
bring you and other local operators?
Non-tariff trade barriers are accept-

able if they are limited in both letter and

spirit to protect health, safety, sanitation,
or depleting natural resources. However,
care needs to be taken that they do not
become surrogates to tariffs as in the case
of import quotas, export restrictions,

countervailing duties etc which impede
the effectiveness of the FTA.

GIn what ways can Mauritius benefit
from the Stock Exchange of Mauri-
tius (SEM) in becoming a pier with
regards to the creation of a Tripartite
stock market?

Mauritius is emerging as an Interna-
tional Finance Centre (IFC) with key
enablers in place viz., Free flow of Capi-
tal, regulatory robustness, international
legal framework etc which is well cap-
tured in Global Competitiveness Index
for 2014-15 by WEF wherein Mauritius
is ranked 39th globally and top ranking
in Africa.

SEM leverages on the jurisdictional
advantages and is already a unique ex-
change in Africa which can settle trade
in USD, GBP, RAND and EURO apart
from the MUR. Thus it is well suited to
be the FTA’s partner in terms of harmo-
nizing the capital markets.

When corporates from the region
raise capital in Mauritius, it will increase
the efficiency of the market and also ex-
pand the eco-system which comprises of
many intermediaries and financial insti-
tutions.

G What are your expectations, as a re-
gional actor, from the common mon-
etary union to be set up after the FTA
is materialised?

Except for a few economies in Africa,
the economies of scale of individual
countries are smaller from a global per-
spective. Thus the FTA initiative is im-
portant in creating a unified market
place which can efficiently be accessed
by economic operators. Apart from the
Customs Union, we would like to see a
common payment system emerging for
the FTA which accelerates trade signifi-
cantly. What regional corporates will be
looking for is that any integration will
help enhance trade and investment flows
within the region.
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| ITH EUROPEAN DEVELOPMENT FUND

THE NEED FOR STRONG
REGIONAL ORGANISATIONS

The COMESA Infrastructure Fund and the coming together of the COMESA-SADC and EAC as a Tripartite
for regional development should reassure the European Union. The latter asked regional organisations,
which met for discussions relating to the disbursement of funds in context of the 11th European Develop-
ment Fund (EDF) last November in Mauritius, to come together to steer processes and create a stronger
partnership for regional integration

ver the 9th and

10th European

Development

Fund (EDEF), the

combined total
initial envelopes for the ESA-IO
region has been nearing the
EUR 1 billion. The Inter-Re-
gional Coordinating Committee
(IRCC) has been able to ensure
that grant resources from the EU
are mobilised, programmed,
identified and formulated in a
coordinated way and on behalf
of the participating RECs
(COMESA, EAC, IGAD and
I0C).

A wider mandate was con-
strued in the September 2009
“Lusaka Declaration” from the
high level meeting of the ESAIO
ROs, their Member States, rep-
resented at Ministerial level, and
high officials of the European
Commission. Amongst others,
the Declaration highlighted the
need for streamlined procedures,
instruments and measures for
programming and timely deliv-
ery of EU support to regional in-
tegration.  Concerns  were
expressed that speedier funding
delivery was critical to imple-
ment projects on time and pro-
duce benefits early. Delays in aid
disbursements for investment
projects (e.g. regional infrastruc-
ture) led to escalation of costs

and significant opportunity
costs. It was apparently more
prudent to go for commercial
loans in financing such projects.
A broadened IRCC caucus of
ESA-IO ROs and their Member
States, which met in Nairobi in
August 2012, noted the new
openings under the EU’s Agenda
for Change in terms of innova-
tive financing mechanisms. Fol-
lowing this meeting, the interest
of other public and private part-
ners is being explored to cooper-
ate within the framework of the
IRCC; the ultimate goal being to
favour intra-platform leveraging
and blending of the EU grant
funding, the preferred choice of
the EU being the EU-Africa In-
frastructure Trust Fund.

This type of financing will be-
come the norm rather than the
exception for the future of EU
support to regional integration
in this part of the world, with
early indications by the EU that
nearly 50% of regional 11th
EDF would be devoted to
blending and leveraging for re-
gional infrastructure develop-
ment.

“After more than a decade of
being exclusively funded from EU
resources, a new IRCC platform,
to be compatible with the final fi-
nancial and governance architec-
ture of the regional 11th EDE if so

endorsed by its membership, will
need to draw across a new diverse
membership for its sustainability.
Success relies on a common convic-
tion of the collective gains arising
from dialogue and a common op-
erational framework across several
Regional Organisations (ROs),
and. in a platform regrouping all
interested cooperating partners,”
stated Vikramdityasing Bissoo-
nauthsing, Coordinator and
Head of Secretariat of the IRCC,
in November 2013

STRATEGIC GOALS

However, much like an in-
vestor in a commercial enter-
prise, the European Union wants
to see better results for the
money it puts into the African
continent. Projects need to be
completed and completed faster
to elevate the level of regional in-
tegration. For that to happen,
Claudia Wiedey, EU Head of
Division, Horn of Africa, FEast
Africa and Indian Ocean, be-
lieves regional organisations have
to look at the best possible
mechanisms. Economic devel-
opment, as well as political de-
velopment, is important.

The idea — with changes
made through 11th EDF - is to
have as many strong players as
possible and to make sure that
those who have the comparative

advantage and knowledge play a
key role. There is a need for
strong regional organisations to
steer the whole process. They are
the ones who endorse, steer and
decide what fits in their regional
processes. They should rely —
and this was not excluded in the
past, but has become much more
important now — on new part-
ners who have competencies to
do their jobs. It does not mean
that we want to change the rules
of the game, said Claudia
Wiedey in November of last
year.

The EU wants the regional
organisations to concentrate on
and reinforce their strategic
goals, and seek partners who can
offer some of the support serv-
ices. The more so that the world
is changing fast and globalisation
is a reality, and regional organi-
sations have to be in a position
to follow this trend.

Even if most regional organi-
sations have their own strategies,
the European Union expects
more dynamism. According to
Claudia Wiedey, some of the
evaluation studies conducted by
the EU have shown that the rate
of implementation and the per-
formance have not been as good
as they would have liked it to be.

“We, as Europeans, pay a very
high importance to this. We

want to see swift returns, not in
terms of interest, but in terms of
results. To have the regional or-
ganisations respond to this chal-
lenge is another issue,” she stated.

For that to happen, African
regional organisations have to
look at the best possible mecha-
nism. There are many important
players who have specific com-
petences that one particular or-
ganisation cannot have. Banks,
specific regional organisations
which have specific knowledge,
or the private sector...

“For the regional organisations,
it is important to bring them all
together and use them at their best
capacity. That is something we are
trying to formalise in the 11th
EDE I do not say it was not possi-
ble before, but it was not a focus as
such. We are trying to say that we
need to increase speed. The world
is moving very fast around us in
terms of trade, of globalisation...
We would like the regional organ-
isations to keep pace and make sure
they are invested in this,” said
Claudia Wiedey.

Infrastructure demands and
needs across the continent go far
beyond what can be done on
grant funds. Therefore, she con-
cluded, regional organisations
should be able to bring in other
sources to create a blending of
funds to move forward.



SPECIAL TRIPARTITE COMESA-SADC-EAC

SATURDAY 20 SEPTEMBER 2014 | ISSUE 13

19

SEBASTIEN MAMET, PRESIDENT OF THE MAURITIUS CHAMBER OF COMMERCEAND INDUSTRY (MCCI)

"A REDUCTION IN ALL KINDS OF
BARRIERS TO TRADE IS REQUIRED”

According to the President of the Mauritius Chamber of Commerce and Industry (MCCI), Sébastien
Mamet, the Tripartite FTA should promote trade, encourage cross-border investment, reduce the cost of
doing business in the region, and create a conducive environment for private sector development.
Though such an endeavour seems beneficial to the economic actors in the region, he does not rule out
that achieving a monetary union after the FTA has materialized could take time

G How will the Free Trade Area
(FTA) to be set up in rela-
tion to the COMESA-EAC-
SADC Tripartite be
beneficial to our operators?
We all agree that Africa re-

mains a land of opportunities

for both trade and investment.

Our exports to the region have

grown significantly over the last

decade and now represent
around 20% of total domestic
exports. There is also an in-
creasing number of Mauritian
businesses that have already in-
vested, or are considering in-
vesting, in the African region.

However, it is important to
have trade rules, as well as a
business environment, which
are conducive for operators to
invest and trade with African
countries. At national level,
Government has already an-
nounced its Africa strategy with
measures that are expected to
encourage business with Africa,
namely the export credit guar-
antee scheme, sea freight
scheme and the setting up of
the Africa fund. In the region as
well, there are several initiatives
aimed at promoting regional in-
tegration and one of them is the
Tripartite FTA.

Launched in June 2011, the
negotiations for the setting up
of the Tripartite FTA aim to
create an enlarged free trade
area among the twenty-six
SADC, COMESA and EAC
countries. The main objective
of the Tripartite States is to
build on the FTAs that are al-
ready in place and three pillars
have been identified as priority;
namely market integration, in-
frastructure development and
industrial development.

Overall, it is expected that
the Tripartite FTA will promote
trade, encourage cross-border
investment, reduce the cost of
doing business in the region,
and also create a conducive en-
vironment for private sector de-

velopment.

GThere is also the shaping up
of a Customs Union for the
said FTA. What are your
views on this?

One of the long-term objec-
tives of the Tripartite countries
is to deepen regional integra-
tion with the creation of a sin-
gle Customs Union. However,
the establishment of a Customs
Union is a complicated process
as it involves developing,
among other things, a common
external trade policy for all the
Tripartite States.

I think it is premature at this
stage to speak of the setting up
a Customs Union between the
twenty-six Tripartite countries.
The focus of the Tripartite
Members should instead be to
conclude the negotiations for
the setting up of the FTA.

G The Non-Tariff Barriers are
also being talked about.
What is your assessment of
the issue and of the eventual
benefits to operators?
Meaningful market access re-

quires a reduction in all kinds

of barriers to trade. However,
the reduction in tariffs rates,
both in the region and across
the world, has increased the rel-
ative importance of Non-Tariff

Barriers (NTBs) both as protec-

tion and regulatory trade in-

struments. With the reduction
in tariffs, NTBs are increasingly
becoming front-stage market
access concerns. Several NTBs
still continue to prevail in the
region, such as pre-shipment
inspection, import licensing,
lengthy border procedures and
foreign exchange restrictions.
The Tripartite members have
identified the elimination of

NTBs as a priority area and

have established a road map for

the reduction and elimination
of non-tariff barriers in the re-
gion. An online NTBs report-

ing, monitoring and elimina-
tion mechanism has been devel-
oped. It allows private sector
operators to report NTBs and it
also enables the monitoring of
the reported NTBs with con-
crete timelines for their elimina-
tion.

G The Stock Exchange of Mau-
ritius is going to be a pillar in
the setting up of the Tripar-
tite’s stock market. How will
this benefit Mauritius?

One of the objectives of the
Tripartite States is also to en-
hance cooperation and coordi-
nation in the areas of financial
and payment systems, capital
markets and commodity ex-
change.

However, the focus of the
discussions up to now has been
on the priority areas identified
by the Tripartite Heads of State
in 2011, namely market inte-
gration to increase trade, indus-
trial development to address
productive capacity constraints

and infrastructure development
to enhance connectivity and re-
duce the cost of doing business.

G What can you expect, as a re-
gional actor, from the com-
mon monetary union to be
set up after the FTA has ma-
terialised?

There are several levels of
economic integration, starting
from the first level with the set-
ting up of an FTA, then mov-
ing to a Customs Union, and
then an “economic union” with
higher levels of integration and
implying a common currency,
as well as harmonised fiscal and
monetary policies.

The Tripartite countries have
prioritised the setting up of the
FTA as a first step towards re-
gional integration and the dis-
cussions are still far from being
completed. I believe that we
still have a very long way to go
before higher levels of integra-
tion are reached.

Meaningful market
access requires a
reduction in all
kinds of barriers to
trade. However,
the reduction in
tariffs rates, both
in the region and
across the world,
has increased the
relative impor-
tance of Non-Tariff
Barriers (NTBs)
both as protection
and regulatory
trade instruments.
With the reduction
in tariffs, NTBs are
increasingly
becoming front-
stage market
access concerns
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YUFNALIS OKUBO, LEGAL COUNSEL OF THE IGAD

“The FTA should help us better
address Maritime Security issues”

There are many issues that remain to be addressed regarding piracy at sea, even though collective actions
by countries in the region have helped curb this scourge. Sharing his thoughts, Yufnalis Okubo, Legal

Counsel of the Intergovernmental Authority on Development (IGAD), urged the COMESA-EAC-SADC Tri-
partite to go for an inclusive process that could encompass and involve more regional organisations in the
setting up of a Free Trade Area (FTA) for the region

G Can we know your views re-
garding the setting up of a
Free Trade Area (FTA) by the
COMESA-EAC-SADC Tii-
partite?

It is certainly a good thing
but I believe that it needs to
move further and should en-
compass more organisations.
They are leaving out the Inter-
governmental Authority on De-
velopment (IGAD) although
they have said that most of the
members of IGAD are also
members of the COMESA-
EAC-SADC. We have mem-
bers at the IGAD that are
neither members of the
COMESA and the EAC. We
want an inclusive process. In
the same way they could have
invited the Indian Ocean Com-
mission (IOC), which has an
institution which could have
been included. I would rather
officially invite the Tripartite to
move further and invite IOC
and IGAD to maybe be ob-
servers at the beginning, before
they fully join. The COMESA-
EAC-SADC Tripartite have left
out an important group. For
example, how will IGAD say
that it has a moral duty to fol-
low on what the Tripartite has
decided? All groups should
come together and the Tripar-
tite should not leave anyone off
board. Everybody should be on
board.

G Will there be issues concern-
ing Maritime Security once
the FTA is implemented, as
the trading of goods will be
on the rise?

I cannot say whether there
will be concerns because we are
addressing Maritime Security
together. From South Africa up
to Djibouti, all the countries are
very much involved in working
to end this scourge. The EU
funded projects with regards to
Maritime Security have brought

us together. If the FTA materi-
alises, it will just help to im-
prove those efforts that are
already being made.

G According to your observa-
tions, is Maritime Security in
the region being tackled in
the proper way?

From what I have seen, I
think that with the implemen-
tations that we are putting in
place, we are on the right path.
Piracy at sea has gone down,
but it does not mean that we
have addressed issues. There are
possibilities that piracy at sea
can shoot up if ever we are to
rest now. So, we must continue
to address those problems. One
of the things we identified is
that the cause of piracy is the
livelihood of the citizens of So-
malia. On another note, Kenya
has done much to address Mar-
itime Security. Now, we tend to
believe that Al-Shababs were
equally funding piracy. The
Kenya force is moving and is
beating the Al-Shababs. Upon a
research that we undertook, we
found out that there is much
unemployment and because of
a promising future in Yemen
and beyond, and the fact that
they have no money, Somalians
were having recourse to piracy. |
believe that migration projects
could help to drastically reduce
this kind of scourge.

G Piracy at sea off the Somalian
coast has noted a decline
during the past months. Are
there many issues which re-
main to be tackled?

There are certainly many is-
sues that remain to be tackled.
You cannot solve poverty by
sorting piracy. I believe there
are other means to sort out this
problem. Most importantly,
piracy concerns the livelihood
of young Somalian people as
they have never had any in-

The EAC Customs
Union seems to be
working with some
hurdles, though
there are only five
countries. | can’t
imagine combining
the COMESA, SADC
and EAC, which en-
compass 26 coun-
tries, will make the
task easier

come during their life.

GLet us get back to the FTA.
There is also the issue of
shaping up of a Customs
Union for the said FTA.
What are your views on this
subject?

The EAC Customs Union
seems to be working with some
hurdles, though there are only
five countries. I can't imagine
combining the COMESA,
SADC and EAC, which en-
compass 26 countries, will
make the task easier. We should
have in mind that there are very
different levels of economic
growth in countries throughout
Africa. Unlike Kenya, which is
developing, most of the coun-
tries in Africa are less devel-
oped. They are lagging behind.
So is it feasible for the Tripartite
to implement a Customs Union
in Africa? It may not be easy.
Even the COMESA alone has
never taken off.

G Non-tariffs barriers are also
being talked about. What are
your views on this endeav-
our?

Well, NTBs could be rather
very complicated and not easy
to build. What is a tariff barrier

for a country can also not be a

tariff barrier for another coun-
try. And if a country wants to
protect a particular industry, it
could make it difficult for an-
other country to export its
goods. So, it will take time.

G Do you believe we are far
from the economic and
monetary union?

I would prefer that we first
go for an economic union
rather than a monetary union.
Even in the EU, not all the
countries are in the monetary
union, although they have
copied this model from us. Re-
member that the original EAC
had a full-fledged monetary
union. The currency that they
normally used could be used in
any other country. If only it had

not been broken up at that
time, it could have been very far
by now.

G The Stock Exchange of Mau-
ritius (SEM) is going to be a
pillar in relation to the set-
ting up of the Tripartite
stock market. How will this
benefit the island’s economy?
It can benefit from the fact

that Mauritius can attract in-

vestors to come and invest on
the stock exchange, particularly
depending on how the capital
gains are coming out of compa-
nies that are in Africa. The

Mauritian economy is promis-

ing. Depending on how the fis-

cal economy of Mauritius is
managed and marketed outside,
it can really benefit Mauritius.
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ANTHONY LEUNG SHING, PARTNER,PWC

« The FTA will be successful if
there is more intra-African trade »

The potential benefits to be derived from the COMESA-SADC-EAC Tripartite are undeniable. However, a
number of factors can make things evolve quite slowly. Anthony Leung Shing, Tax Partner at PwC (Price-
waterhouseCoopers), states that for the Free Trade Area (FTA) to be successful, there needs to be more
inter-trade between countries than there is at present

Aged 37, Anthony Leung Shing
joined PwC in February 2009, after
spending over 13 years in the
United Kingdom. He started his ca-
reer as a frainee Chartered Ac-
countant with PKF (UK), where he
remained for some 10 years. After
qualifying as a Chartered Account-

rading blocs in the

Africa region have

long existed, but

have known vary-

ing degrees of suc-
cess. With the coming together
of the COMESA, the SADC
and the EAC as a common plat-
form, the speed of progress
should improve. According to
Anthony Leung Shing, the Tri-
partite will bring more coherence
and convergence in terms of
macro-economic and fiscal poli-
cies. Moreover, the platform will
be beneficial to Mauritius in
many ways.

“Being a member of these blocs
means that we have the opportu-
nity to play a key role in attracting
Jforeign investment by allowing ac-
cess to so many countries which
Jorm part of this economic zone,”
he says.

Manufacturing and trading
should thus get a new boost if
positioned properly.

However, one of the main
challenges, according to him, is
the level of intra-African trade,
which is still quite low. Accord-
ing to recent figures, it only
makes up between 10 to 15% of
total trade; which is far from the
50% level observed in the North
American or Asian trading
blocks. Same can be said for Fu-
ropean Union members.

“For the FTA to be successful,
intra-African trade should be en-
couraged. Down the line, we may
even see more mobility of the
labour force between the coun-
tries,” says Anthony Leung
Shing. “Another challenge which
still needs to be addressed is the lack

FROM CHARTERED ACCOUNTANT TO TAX MANAGER

of connectivity and infrastructure,
which undermines the develop-
ment of trade between African
countries,” he adds.

All things set apart, Mauritius
will definitely benefit from the
materialisation of the FTA, not
only for its exports, but also in
setting itself up as a platform to
access African markets, hence
bringing about more investment
and activities from investors in
Mauritius.

As regards the setting up of
the Customs Union, Anthony
Leung Shing welcomes the ini-
tiative while being cautious as to
the difficulties ahead before it be-
comes reality. He says, however,
that there will be more align-
ment between countries and the
exchange of products will take
place even more rapidly, reduc-
ing the existing administrative
bureaucracy which, today, can
hinder the process.

“Ultimately, I don think the
Customs Union will make a big
difference for Mauritius imports
since we have little or no excise
duty on our imported products.
However, it will be an advantage
Jfor our exporters, as they will be-
come more competitive on the con-
tinent,” he indicates.

Further, things should be a lit-
tle different when it comes to
other African countries that will
have to forego the customs du-
ties. It is also true that local pro-
ducers in those countries might
lose their competitiveness arising
from the removal of trade barri-
ers and they will need time to ad-
just.

We should also take into con-
sideration that the Mauritian re-
ality is different from that of
other countries which are part of
the  COMESA-SADC-EAC
platform, in that we are ahead on
several fronts.

“Different aspects will need to
be readjusted in some of those
countries, for example, the mone-
tary and fiscal policies. The idea
behind the FTA is a good one, but
the economic drivers and the
macroeconomic situations differ
from one country to the other.
Some countries are developing ar a
rapid pace, while others are lagging
behind in terms of structural re-
Jorms. We should bear this in mind
in evaluating the likelihood of
progress to be made under the
COMESA-SADC-EAC Tripartite
agreement,” concludes Anthony
Leung Shing,
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OUTGOING CHAIRPERSON

Dr RICHARD SEZIBERA
PAVES THE WAY FORWARD

he EAC Secretary

General, Dr

Richard Sezibera,

has been the Chair-

person of the Tri-

partite Task Force since April,
2013 after taking over from
SADC at the 17th meeting of
the Tripartite Task Force (TTF).
As the Chairperson of the Tri-
partite Task Force, the EAC was
entrusted with coordinating the
implementation of the Tripartite
Work Programme for the period
April 2013 to date. In that re-
gard, the EAC played a lead role
in the preparation of agendas
and background documents for
meetings; circulation of invita-
tions to meetings and back-
ground documents; preparation
of reports of the meetings of the
Tripartite organs; following up

on implementation of decisions
of the various meetings and lo-
gistical arrangements for all the
above meetings. In addition, the
TTF Chair organised several
workshops facilitated by subject
matter specialities in order to fa-
cilitate consensus.

This handing over notes to
the Secretary General
COMESA, who is the incoming
Chairperson of the TTE pro-
vides an overview of the progress
made in all the Tripartite Pillars
including Movement of Business
Persons during the tenure of
EAC as Chairperson of the TTE

Negotiations on all outstand-
ing areas will be continued dur-
ing the 10th TTNF and
Meetings of the TWGs sched-
uled for August-September,
2014.

WAY FORWARD

* Finalization of exchange of
tariff offers taking into ac-
count TTF proposals con-
tained in the report on
conclusions of TFTA Nego-
tiations.

* Finalization of outstanding
work on Rules of Origin,
Trade Remedies and Dispute
Settlement and Customs Co-
operation.

It is expected that the above
tasks will be successfully under-
taken at the above Meetings.
Where consensus will not be
reached, the issues will be esca-
lated to the Technical Commit-
tee of Senior Officials and the
Sectoral Ministerial Committee
Meetings in September 2014 for
determination and finalization.
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The original end date for con-
clusion of negotiations on Mar-
ket Integration and Movement
of Business Persons has not been
achievable on account of certain
delays based on reasons, ranging
from inadequate funding of the
Tripartite Work Programme to
deferment of discussions on con-
tentious areas, to allow for fur-
ther Member/Partner  States
consultations. This has necessi-
tated review and adoption of a

new TFTA Work Programme on
Market Integration that ensures
that negotiations will be con-
cluded by the end of 2014 and
in time for the Agreement to be
signed by the third Tripartite
Summit in December.

The Revised Work Pro-
gramme and schedule of Tripar-
tite Meetings under the Market
Integration Pillar is indicated
below:
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The following documents have been prepared and circulated in
preparation for the forthcoming Meetings of the TWGs and

TTNE

2.0

MOVEMENT OF BUSINESS PERSONS

Limited progress has been made in the Negotiations on Move-
ment of Business Persons. The Summary table below indicates the

progress achieved.

3.0

INDUSTRY DEVELOPMENT PILLAR

A Tripartite Technical Committee on the Industrial Pillar was
established by the Tripartite Sectoral Ministerial Committee in
July, 2013. The draft Industry Pillar Work Programme/Road
Map has identified priority actions needed to improve produc-
tivity and competitiveness in tripartite regional value chains, and
subsequently improve the enabling environment for the selected
priority sectors in agro processing, chemicals and minerals. The
Industry Pillar strategy is focusing on identifying gaps for support
so that a comprehensive package of coordinated assistance can
be provided for sustainable development.

4.0 INFRASTRUCTURE
DEVELOPMENT PILLAR
The Meeting of the Tripartite
Sectoral Ministerial Committee
on Infrastructure is scheduled for
second half of 2014. The Infra-
structure Pillar is coordinating
the process of implementing pri-
ority tripartite infrastructure
projects in the following areas:
i.  Cooperation with
PMAESA (Ports Manage-
ment Association of Eastern
and Southern Africa
ii. Communications and Nav-
igation Systems / Air Traffic
Management (CNS/ATM)
iii. Operationalization of the

iv.

vi.

vii.

Joint Competition Author-
ity (JCA)

The Tripartite Infrastruc-
ture Master Plan

The South West Indian
Ocean Maritime Corridor
(SWIOMC) Scoping Study
Corridor Monitoring
Corridor Infrastructure De-
velopment work is ongoing
on the following projects:
Eastern Cluster - EAC
(Northern and Central
Corridors)

Horn of Africa (Ethiopia —
Djibouti Corridor)

North — South Corridor
Project

viii. Ongoing Energy Projects
include: (i) Zambia-Tanza-
nia-Kenya (ZTK) power
transmission project; (i)
DRC-Zambia power trans-
mission project; (iii) Zim-
babwe-Zambia-Botswana-
Namibia (ZIZABONA) in-
terconnection transmission
projec; and (iv) the
Ethiopia-Kenya power in-
terconnector.

ix. The Tripartite Infrastruc-
ture Database (TRIPDA)

x.  Railways Revitalization Ini-
tiative (RRI)

xi. The Road Transport Mar-
ket Liberalization Pro-
gramme

50 SUSTAINABILITY OF
THE TRIPARTITE AGENDA

Funding of the Tripartite
Agenda

The sudden winding up of
TMSA by DFID has severely af-
fected the funding for Tripartite
FTA negotiations. However, the
DFID has offered to provide
support for the continuation of
the TFTA negotiations upto Oc-
tober 2014 through the Trade
Advocacy Fund (TAF).

Additionally, the AfDB
through the Tripartite Capacity
Building Programme has availed
U.S$ 7.5 Million for TFTA ne-
gotiations and implementation
of the work programme of the
Industry Development Pillar.
The AfDB funds for this pur-
pose are in the process of dis-
bursement into the rtarget
COMESA account, the fund ex-
ecuting agency.

In addition, the three REC
Secretariats have committed to
make a contribution to the
budget of the TTF Work Pro-
gramme. In that regard,
COMESA and EAC have made
contributions of U.S $ 150 000
and U.S $ 100,000 respectively.
In the medium and long term,
Member/Partner States should
contribute to the programmes of
the Tripartite to enhance owner-
ship and assure sustainability of
the ipartite agenda and
processes.

The 15th TTF meeting estab-
lished a Resource Mobilisation
Task Team comprising of repre-
sentatives of the three Secretari-
ats. A Meeting of the Resource
Mobilisation Task Team met on
14-18th July, 2014 and consid-
ered rationalization of the use of
funds for the remaining Tripar-
tite meetings, identification of
gaps including for the post signa-
ture agenda; development of a re-
source mobilization strategy and
update on the Trade Advocacy
Fund support and the AfDB Ca-

pacity Building Programme.

6.0 ESTABLISHMENT OF
THE TRIPARTITE TASK FORCE
SECRETARIAT (TTFS)

Oversight of the Tripartite
process

In order to enhance the TTF’s
capacity to closely coordinate
and monitor the implementa-
tion of its programmes, the TTF
at its 2nd Extra Ordinary Meet-
ing held on 18th September
2009 in Lusaka, Zambia decided
that a TTES be established and
that TORs be developed for the
Secretariat. The 18th TTF con-
sidered the matter and decided
that the RECs would undertake
further consultations.

Other activities

DFID/TAF support for TE-
TAProgramme-TFTA Studies

During the meeting held be-
tween the SG EAC and Repre-
sentatives of DFID, TAF and
Saana on 24th June, 2014 at the
EAC Secretariat in Arusha, Tan-
zania, the status of DFID sup-
port, through the Trade
Advocacy Fund-for implementa-
tion of the Tripartite work pro-
gramme was reviewed and future
activities agreed upon.

Apart from the TFTA negoti-
ations, the meeting agreed that
the earlier study by the Institute
of Development Studies (IDS)
on the COMESA-EAC-SADC
Tripartite FTA be updated, based
on revised TORs, and dissemi-
nated widely to the Tripartite
Member/Partner States to ensure
participants and stakeholders
had the best possible informa-
tion on the likely impact of the
FTA. In that regard, the TTF
Chair has undertaken a review of
the study TORs and provided
comments to the consultants.
The revised study will be pre-
sented to the TTF Sub Com-
mittee on Customs and Trade on
8th August, 2014 prior to final-
ization and presentation to the
TTNEF in September, 2014.

Further to the above, a stake-
holders forum which considered
the IDS study in October 2013,
recommended that further and
new analysis be undertaken as
envisaged under the 2nd stage of
the CGE modelling analysis of
the TFTA with the World Bank.

The 2nd stage CGE model-
ling analysis will be more com-
prehensive by covering trade
liberalization, trade facilitation
and trade in services including
quantification of the impact of
non-tariff measures, related to
trade facilitation, SPS, and
TBTs. In addition, the study will
also cover some key elements

from the second phase of the
TFTA such as trade in services
and implications for poverty and
income distribution.It is there-
fore necessary that the recom-
mendation from the
stakeholder’s forum be imple-
mented.

REVIEW BY EMINENT GROUP
It will be further noted that
upon closure of TMSA, all work
related to the study were trans-
ferred to COMESA Secretariat,
understandably on behalf of the
TTE In that regard, it is hereby
proposed that in furtherance to
implementing the recommenda-
tion of the above referenced
workshop, COMESA Secretariat
should consider undertaking the
actions outlined in the Memo on
“Closure of the TFTA impact
analysis through CGE modelling
and macro-micro simulations and
motivation for continuation of the
work by COMESA” dated Feb-
ruary, 2014 (Please see attached).
The actions to be taken would
include:
¢ Approval by the Secretary
General of COMESA of the
partnership between the
World Bank and COMESA
on the TFTA impact analy-
sis and signingof the Exter-
nally Financed Operation
(EFO) with the World
Bank, on behalf of the TTE

¢ Appointmentof an institu-
tional point person to lead
the technical work with the
World Bank in collabora-
tion with experts to be
nominated from the EAC
and SADC.

¢ Proposals of a new time
schedule for the study, in
consultation with the con-
sultants while taking into
account that the work
should be concluded by De-
cember, 2014.

¢ Review of the TFTA negotia-
tions by an Eminent Persons
Group (EPG)

The U.K Secretary of State
the Rt. Hon Justine Greening
MP, in a communication to the
SG, EAC as the Chair of the
TTF proposed that a short inde-
pendent review of the TFTA ne-
gotiations could be undertaken
by an Eminent Persons' Group
(EPGand presented to the Tri-
partite Summit. The consultative
Meeting with the DFID, TAF
and Saanaagreed that the current
focus should be on concluding
Phase 1 of the TFTA Negotia-
tions and that the review of the
TFTA process by the Eminent
Persons Group could be part of
the Post Signature Implementa-
tion Road Map Activities.
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SUDHIR SESUNGKUR, AUDIT AND ASSURANCE SERVICES PARTNER FOR MAZARS

Legal and institutional

reforms are vital o make

Mauvritius more competitive”

When it comes to his views on various issues concerning the setting up of a COMESA-EAC-SADC Tripar-

tite Free Trade Area (FTA), MAZARS Audit and Assurance services Partner Sudhir Sesungkur is clear. He

believes that the Stock Exchange of Mauritius could benefit from this endeavour, but argues that it is im-
perative to embark on the necessary legal and institutional reforms

G The setting up of a Free Trade Area
(FTA) with regards to the
COMESA-EAC-SADC Tripartite is
moving along at full speed. How will
the FTA be beneficial to local opera-
tors?

In the pursuit of the broader African
Union, COMESA-EAC-SADC have
set up the Free Trade Area. Global trad-
ing allows all nations to prosper and de-
velop fairly and equitably. That is
probably what most people would like
to see. Free trade additionally translates
to freedom of trade in goods and ser-
vices, free circulation of capital and free
ability to invest.

Neoliberalism is promoted as the
mechanism for global trade and invest-
ment supposedly for all nations to pros-
per and develop fairly and equitably.
Margaret Thatcher's TINA acronym
suggested that “There Is No Alterna-
tive”.

The uncomfortable truth is that
democracy and free markets are incom-
patible. The whole point of democratic
government is that it uses the legiti-
macy of the democratic mandate to dif-
fuse power throughout society rather
than allow it to accumulate—as any
player of Monopoly understands—in
just a few hands. It deliberately uses the
political power of the majority to offset
what would otherwise be the over-
whelming economic power of the dom-
inant market players.

If governments accept, as they have
done, that the “free” market cannot be
challenged, they abandon, in effect,
their whole ‘raison d'étre’. Democracy
is then merely a sham. No amount of
cosmetic tinkering at the margins will
conceal the fact that power has passed
to that handful of people who control
the global economy.

The guiding principles behind this
ideology of neoliberalism are that sus-
tained economic growth is the way to
human progress; Free markets without
government “interference” would be
the most efficient and socially optimal
allocation of resources; Economic glob-
alization would be beneficial to every-

one; Privatization removes inefficien-
cies of public sector; Governments
should mainly function to provide the
infrastructure to advance the rule of law
with respect to property rights and con-
tracts.

G Can we have your opinion regarding
the creation of a Customs Union for
the FTA?

COMESA-EAC-SADC want to cre-
ate a single market by moving towards
the creation of one economic region
through the Customs Union. This large
economic region can only be meaning-
ful if it is more than a simple aggrega-
tion of neighbouring countries. The
COMESA-EAC-SADC Customs
Union can assist to level the playing
field for the region’s producers by im-
posing uniform competition policy and
law, customs procedures and external
tariffs on goods imported from third
countries, which have supported the re-
gion to advance its economic develop-
ment and poverty reduction agenda.

Further to this, the Customs Union
will promote cross-border investment
and serve to attract investment into the
region. With an enlarged market with
minimal customs clearance formalities,
it is more attractive to investors than
the previously small individual national
markets. In addition, the Customs
Union offers a more predictable eco-
nomic environment for both investors
and traders across the region, as region-
ally administered tariffs and trade pol-
icy tend to be more stable.

Most importantly, however, is the
signalling effect that arises from the
Partner States agreeing to implement a
common trade policy in their relation-
ship with the rest of the world. This is
important in view of the developments
at the global level, where countries are
entering into economic partnership as
regional groupings.

G The Non-Tariff Barriers is also some-
thing that features on the agenda.
What is your assessment regarding
this concern and its eventual benefits

to your organisation and other oper-

ators?

Non-Tariff Barriers (NTBs) refer to
restrictions that result from prohibi-
tions, conditions, or specific market re-
quirements that make importation or
exportation of products difficult and/or
costly. NTBs arise from different meas-
ures taken by governments and authori-
ties in the form of government laws,
regulations, policies, conditions, restric-
tions or specific requirements, and pri-
vate sector business practices, or
prohibitions that protect the domestic
industries from foreign competition.

Barriers may include complex/dis-
criminatory Rules of Origin; quality
conditions imposed by the importing
country on the exporting countries; un-
justified sanitary and phyto-sanitary
conditions; unreasonable/unjustified
packaging, labelling, product standards;
complex regulatory environment, cor-
rupt and/or lengthy customs proce-
dures, etc.

There are, however, some economic
reasons for trade protectionism. For ex-
ample, Government would like to pro-
tect domestic jobs from “cheap” labour
abroad or to improve a trade deficit or
to protect “infant industries” or protec-
tion from “dumping”. Governments
also gain extra revenue from tariffs.

The rule of the market is freedom
for capital, goods and services, where
the market is self-regulating, allowing
the “trickle down” notion of wealth dis-
tribution. It also includes the deunion-
izing of labour forces and removal of
any impediment to capital mobility,
such as regulations.

G The Stock Exchange of Mauritius is
called on to be a pillar in the setting
up of a tripartite stock market. How
could this benefit Mauritius?

Lack of access to finance remains
one of the main factors limiting private
sector growth in Mauritius and other
African countries. The SEM will bene-
fit from this move as it is aimed at cre-
ating a larger market to attract
investors, capital and enhance conti-

nental integration. Additionally, it will
also accelerate Mauritius’s aspiration of
becoming a regional financial services
centre. In this regard, it is vital to em-
bark on the necessary legal and institu-
tional reforms to make Mauritius more
competitive.

G As a regional actor, can you share
with us your anticipation with re-
gards to the setting up of a common
monetary union aftermath the birth
of FTA?

The goal of a common currency has
long been a pillar of African unity, but
there is a very long way to go. The
strategy relies on the creation of mone-
tary unions in regional economic com-
munities such as the
COMESA-EAC-SADC. The plan de-
serves careful examination as it is likely
to have widespread political and eco-
nomic consequences.

In Africa, institutional challenges are
much greater, fiscal problems are much
more severe and the credibility of finan-
cial institutions is more fragile. Accord-
ing to a research conducted by Finance
& Development, not all countries will
gain from the proposed African Mone-
tary union. Mauritius is categorised
among the group of countries which
will be significant losers. Given the
widespread lack of both fiscal discipline
and stable macroeconomic policies,
there is a strong likelihood that an un-
stable and unattractive monetary union
would be created. The resulting effect
would be that either not all countries
will be willing to join or the countries
may have little incentive to adapt their
policies to some standard of best prac-
tice. The absence of progress on issues
such as better governance and domestic
policies would almost certainly doom
an African monetary union to failure.
An interesting case study is the Euro-
zone crisis. The crisis raises fundamen-
tal questions about globalisation, which
was supposed to help diffuse risk. In-
stead, it has enabled America’s failures
to spread around the world like a con-
tagious disease.






