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From the internet

HEALTHY, WEALTHY AND UNHAPPY

Why is it that Economic Success does not Necessarily Bring Personal Contentment?

Some years ago, the story goes,
a large corporation gave African
peasants fertilizer so that their
crop would double. And indead it
did. The businessmen thought
they had sown the soeds of offi-
cient agriculture. Alas, when the
next season came the peasants
didn't plant anything. "Why don't
you plant?' the businessmen
asked. The peasanis thought this
question somewhat silly, "Our
last harvest was double,” they
replied. "We have enough to feed
our families till next year,

“Whether a rural legend or not
the story illustrates the different
answers people give to the ques-
tion, How much does man need?
One says, "Enocugh to subsist”
Another may say, "As much as
possible, "The latter certainly
creates more wealth. But does he
also create more happiness?

Any seasoned traveler can attest
to the fact that wealth and happi-
ness do not usually cohabit. Visit
Europe and be mystified by the
unsmiling faces and furrowed
brows in the most affluent coun-
tries. Visit Africa and marvel at
the faughter and general merri-
ment, even in the most impover-
ished ones.

For those who prefer empirical to
impressionistic evidence, thers
are opinien polls, | recall that
back in the '80s, a survey asked
Western Europeans the mother of
all gquestion: Are you happy? The
Germans, the richest, were the
most miserable. The Irish and
Portuguese, the poorest, turned
cut to be the most contented. In
1998, a global survey by the
Angus Reid Group constructed a
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Hope Index, asking people how
optimistic they felt about the fu-
ture. Pessimism reigned supreme
in Europe, particularly in the
countries along the Rhine. In
Germany (per capita GDP
$28,000) only 18% of the respon-
dents were upbesat about the fu-
ture, and in France (526,000) it
was 17%. By comparizon, South
Africa ($3,500) and Brazil ($4,480)
scored 42% and 84% on the Hope
Index. It is not a new insight that
the relationship between material
and emotional welfare seems to
be an inverse one. When the car-
penter of Galilee declared that
man does not live by bread alone,
he reminded all those who see
man as Homo economics of their
materialist blinkers.

What is the explanation for this
strange phenomenon? Maybe it
has to do with the cerebral and
the visceral. Mankind has known
for a long time that too much self-
scrutiny is not conducive to hap-
piness. “Ask yourself whather
you are happy. and you cease to
be =0, " John Stuart Mill wrote
more than 100 years ago. To in-
tellectuals, the pursuit of happi-
ness is something unbecoming
of cultured people. It is appropri-
ate, the elite might argue, only to
the shallow and unsophisticated.
How many novels or movies
about happy people win critical
acclaim? Anguish and discontent
are taken as the mark of a deep
thinker, a well-rehearsed frown as
his badge. Pace Epicurus, a
happy intellectual is an oxymo-
ron.

To the cerebral, it is not so much

that ignorance is bliss, but that
bliss is ignorance. Suffering is

3

often seen as a precondition not
only for great insights, but for
any meaningful existence. | suf-
for, therefore | am,

Marcel Proust, one of the great
malcontents of all times, held that
the only possible paradise is the
one wo've lost, And if there are
no obvious problems one can
always invent some. Thinking up
problems serves as a makework
schema for the problem-solving
classes,

The realization that wealth breeds
unhappiness callsa for a now
yardstick to measure human de-
velopment. The current scale, the
United Nations Human Develop-
ment Index, classifies countries
according to per capita income,
literacy rate and life expectancy.

These criteria, unsurprisingly,
were drawn up by people with
high per capita income, high lit-
eracy rates and high life expec-
tancy. On this index a nation with
a large proportion of short-lived
illiterate  subsistence farmers
scores virtually zero. A nation of
neurotics with two Ph.D.s each
who will live to 90 gets full marks.
The Bakutu, a tribe living in the
Congo region of Central Africa,
have always considered the white
man's logic a bit batty. They call
him lolema djola feke, “the bat
that flies intensely but knows not
where to." According to the par-
able of the businessman and the
fisherman, some Mexicans agree
with the Bakutu. On holiday in a
fishing willage, an American
businessman watches a local
fisherman haul in a rather small
catch, " Why don't you stay out at
sea longer and bring in more
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fish?" the visitor inquires. "l like
to spend my time playing with my
children, taking a siesta with my
wife, playing the guitar with my
friends,” the Mexican answers.
The American is not impressed.
"If you worked harder you could
buy a second fishing boat, then a

whole fleet. You could head up a
large corporation, move to Mew
York and list it on Wall Strest.
Eventually you could sell your
stock and become very rich. "And
then, senor?” the fisherman asks,
"Then comes the best part”, the
businessman replies. "You retire.

You move to a Mexican fishing
village. You take a siesta with
your wife and play with your chil-
dren......"

(ESSAY, JULY 19, 1999 154(3). M

THAT ‘S HOW WE MOVE AWAY

We call it life

Eshetu_('.ho_le

An endless strife

Of love and hate
Of good and bad
Of life and lifelessness.

We toil, we work
And yet thare is no rest

We laugh
We weep

We fight

Until the will shall die
Cn the final day
When work will be no maore.

It is our fate
To mock ourselves
Consoling our loss.

To lose or win

We hope

We march and yet roetreat
During we seem
And yet we have our fear.

And we despair

Sorrow following joy
Loss following victory
Despair following hope.

Night following day
Death following life

Man following man
In an endless caravan
That's how we move away.

Something: The Literary Magazine of the University College. 1(1962):73. 8
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WELCOMING SPEECH BY DR. BERHANU NEGA TO THE 7™ GENERAL |
ASSEMBLY OF THE ETHIOPIAN ECONOMIC ASSOCIATION

Members of the Ethioplan
Economic Association
Invited Guests

Ladies and Gentlemen:

On behalf of the Executive Com-
mittee of the EEA, let me start by
formally welcoming you to the
Tth General Assembly of the
Ethiopian Economic Assoclation
and the panel discussion on the
thorny issue of land and land
policy in Ethlopla..

As you all know, the EEA was
formed with a few modest objec-
tives in mind. Like all profes-
sional associations, it is con-
cerned with the activities and
professional development of its
members. This means, creating
the conditions for the profes-
sional development of (ts mem-
bers by encouraging research in
economics and related subjects,
networking ameong members to
exchange ldeas and outcomes by
organizing annual conferences
on the Ethicpian economy and
publishing our bi-annual journal
of Ethioplan economics and in
general creating a conducive at-
mosphere for members to talk
about and discuss various issues
in economics in general and the
Ethiopian economy in particular,

Qur association is also interested
in the guality and spread of eco-
nomic education in the various
educational institutions of the
country. In this regard, the asso-
ciation has been convening an
annual conference on the Ethio-
pian econemy on a theme that is
deemed worthy of professional
focus. The proceedings of these
conferences are published annu-
ally. We are glad to note that
these proceedings serve as text-
books for teaching and provide
the input and point of departure
for research in various areas. The
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varicus conferences that were
held since 1992 and the arlicles
published In the journal are also
hoped to improve the quality of
teaching and new research in the
country.

Another clearly stated objective
of the association Is the objective
of “contributing towards the de-
velopment of the Ethiopian econ-
omy.” This was born out of, as
our late president Dr. Eshetu
Chole stated in the Inaugural
meating of our association, “tl'r&
availability of se many capable
Ethiopian economizts al home
and abroad is aimply not
malched by the miserable state of
our country's economy.” In this
area, the hope was that the vari-
ous researches on the Ethioplan
economy, conducted by our
members and others would find
their way to policy makers and
the general public to better in-
form public discussion on eco-
nomic izsues in general and the
policy making process in par-
ticular. In the last two years, the
association took a number of
initiztives to make avallable, in a
general reader friendly approach
the generation and dissemination
of ideas and options to our policy
makers and the public at large.

Our bi-monthly economic round
tables which brings policy mak-
ers, academicians and the busi-
ness community to discuss con-
temporary economic  policy
issues and our bi-monthly bulle-
tin, Economic Focus, where these
discussions are published, were
designed with this objective in
mind.

Your association has also ven-
tured into the new and unchar-
tered territory of preparing an
annual report card on the per-
formance of the Ethiopian econ-

A

omy, The annual report on the
Ethioplan economy, which will
appear in the near future for the
first time, is also intended to in-
form the public on the state of the
Ethioplan economy and hence
broaden and deepen the debate
on economic lasues in our coun-
try.

| belleve seven years is long
enough a time to take a quick
stock on the performance of the
association in meeting its stated
objectives. How has the associa-
tion fared In achieving these
stated objoctives over the last
saven years?

In the area of creating a forum for
ecanomists to regularly meet and
exchange ideas and researches
in order to improve their profes-
sional competence, it is fair to
say that the association has been
reasonably successful In
achieving ita stated objective. We
had eight annual conferences on
the Ethiopian economy since the
formation of the assoclation and
a number of workshops on spe-
cific issues which, by any ac-
count, have heiped both in in-
creasing the research interest of
economists in the country and
the research output of Ethiopian
economists.

It is fair to say that there has
been more academic research on
economic issues by Ethiopian
economists in this country in the
past saven years than any time
before in the country's history. it
Is safe o say that we have a bet-
ter knowiedge about the workings
of the Ethiopian economy be-
causa of these researches than
we had before and we hope this
better knowledge could eventu-
ally be translated to better policy
formulation and improved eco-
nomic performance.

Ethiopian Economic Association




Economic Focus
O e Tos—
ANy hbhTothh

Are there Alternatives to the Current Land Policy In Ethiopla
e e o e e e e P

Wea can also claim success in our
effort at bringing together policy
suppliers and consumers. In
the12 rounds of our bi-monthly
forum we have been inviting rele-
vant govt. Officials, the business
community and intellectuals to
brainstorm over issues. In this
regard, | would like, on behalf of
our association and the public at
large, express our gratitude to
Ato Neway, the chief economic
‘advisor to the Prime Minister,
who has been generous with his
time and for being a true member
of our association.

Another area of success is our
effort at educating the public.
From the demands for our Eco-
nomic Focus In the market, we
know thal our reach is expand-
ing. But we need to have more of
our research published in Am-
haric as the message is to our
citizens for whom English is as
well known as Chinese.

Regarding the second objective, |
cannot, unfortunately, report
success as clearly as in the first
case. On the positive side, as |
said earlier, the assoclation's
activities have helped the teach-
ing of economics at higher edu-
cation institutions by making
teaching materials avallable and
by helping to improve the qguality
of instructors. However, the
teaching of economics is not im-
mune to the overall decline in
higher education and, | am afraid,
we have not succeeded in miti-
gating the deteriorating quality of
education. As we all know, our
higher education institutions suf-
fer from lack of basic instruc-
tional materials, including books,
that are crucial for a good educa-
tion. Where computers are be-
coming as commaon as notebooks
in the elementary and secondary
schools in many countries in Af-
rica, they remain distant physical
acquaintances to our university
graduates. We have observed the
bloating of class size (in some
cases Lo double and triple its size
of previous years) with out any
commensurate (ncrease in re-
sources with strong and negative
affect on the quality of teaching.
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There is litte academic or other
intellectual activity to stimulate
the higher education community
{other than the one that takes
place in classrooms) making
these institutions rather intellec-
tually duill,

It is a well-known fact that the
university has lost and is losing
some of its bright scholars owing
to a combination of factors In-
cluding ill advised political deci-
sions, mal administration and a
horrible remuneration system,
The economics department of
AAU is under staffed so much so
that it currently has only ten full
time staff of which 5 have Ph.Ds 4
with M. A. degrees and one BA
degree, and over 25 part time
teachers with very little contact
time with students other than In
class rooms. Given the observed
low moral of the university com-
munity, and its lack of Institu-
tional focus, It certainly Is not a
place that attracts and retains
highly motivated and capable
scholars.

As an assoclation with lots of
members from higher education
institutions and housed in one of
them to boot, we have closely
observed this decline and la-
mented about it In private, But we
have done pretty little to make
our concerns public let alone to
positively act to change this
sorry state of our higher educa-
tion. As economists, we are dou-
bly guilty of this silence, because
we know, and we constantly
preach, the importance of human
resources to a country's devel-
opment The decline in the quality
of education must improve and
our association is willing to as-
sist this endeavor if those in
authority have the will and drive.

The third objective is also the
most difficuit to accurately
measure success or fallure. This
is very difficult to measure partly
because it is aimost impossible
to delineate the factors contrib-
uting towards the development of
an sconomy or lack of it, espe-
cially in relation to subjective
factors such as intellectual con-

tributions by professional asso-
clations. Even more difficult to
measure, in countries such as
ours, is the degree to which ideas
that are developed in such pro-
fessional associations (or by In-
dividual intellectuals) have influ-
enced the policy making process
through which they are supposed
to make their contributions to the
larger economy and sociaty. Let
me explain this a bit.

In developed democratic socie-
ties, there are a number of struc-
tural links between professional
assoclations and the policy
making apparatus. Policy makers,
whether the policy Initiative Ia
coming from the legislative or the
executive branch, from the very
beginning of the design of a pol-
ley, make sure that they get
opinions from professionals In
the field, particularly independent
prafessionals. This is cruclal, not
only because such a consultation
usually reduce the chances of
error In the policy making proc-
ess, but equally importantly be-
cause, for policles to get public
support, (and public support Is
extremaly important for the suc-
cess of a policy) it Is important to
have the appearance (and reality)
that those whose profession it is
to think about tha policy area
have carefully looked at the pol-
icy and support, or at least not
strongly oppose It

Tha trust in the professionalism
of professionals by the general
public s such that the public
would have difficulty accepting
policy measures that are not
publicly discussed by profes-
sionals. Accordingly, democratic
governments would find it diffi-
cult to bull dose policy measures
with out such public discussions
by professionals.

Unfortunataly, for countries such
as Ethiopia such a tradition
scarcely exist and is usually de-
liberately avoided by policy mak-
ers. The more famlliar “public
discussions”, when they takes
place, are usually conducted In
the kebellies (in our cass) among
the larger citizenry with very litte

Ethiopian Economic Association
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detalled knowledge about the
policy area being discussed.

The public hearings conducted
by the legislative organ are
nothing but window dmssing
since more of the ideas articu-
lated through the discussions are
neither Incorporated nor Influ-
ence the outcomes. This is not to
say that such discussions have
no value. It is rather to supggest
that such discussions would
have more value if these policy
issues are first discussed among
independent professionals in the
field publicly. Otherwise, the ex-
ercise becomes a meaningless
and a half witted public relations
exercise (that reminds us of the
public support meetings and
demonstrations of the past) with
very little import by way of an-
riching the policy making proc-
eas,

At the core of this absence of
close consultation betwesn pol-
icy makers and professionals, Is
partly lack of experience In, and
discomfort with, the democratic
process or suspicions on mo-
tives. Disagreements in ideas are
rarely seen for what they are, dis-
agreements in ideas. Instead,
they are seen as reflections of
strongly held political positions.

Contrary to the basic premise of
democratic principles, the domi-
nant attitude seems to hold that
reasonable people will never dis-
agree or agree to disagree. Ac-
cordingly, public display of dis-
agreements are considered a
manifestation of hostility and
thus as litile chance as possible
is provided for their occurrence.

A related issue here, | think, is a
misunderstanding about the role
of the “intelligentsia”
(YETEMARU SEWOTCH) in scci-
ety. There is a tendency to see
this group as the “natural lead-
ers” of the society even when
their particular training has very
little to do with public administra-
tion and politice or when they
have no personal or professional
interest in power in general and
political power in particular.

Vol.2 No.4 / August 1999

This very attitude has made pali-
ticians particularly suspicious of
professionals. Rather than
thinking of them as experts usu-
ally in a very narrow field of study
and willing and able to help the
development process given a free
hand to contribute in their fiald,
{which | think most professionals
are) most of the educated group
are sought for their support of or
opposition to a government in
toto. The dominant attitude, in
our short, modern, and brutal
political history is that “if you are
not with us you are against us."”

Such an attitude, unfortunately
for the country, closes the possi-
bility of seeking honest and Inde-
pendent opinions from Intellectu-
als by political leaders. What Is
sought from Intellectuals rathfr,
is full and complete support and
Justification for positions already
taken If they are not going to be
considered the enemy of those in
power. With such an attitude, the
possibility for close and fruitful
working relationship between the
leaders and the intelligentsia is
missed at a tremendous loss to
the development of society,

| think it is high time for the gowv-
ernment, or politicians in general,
to come to terms with the intelli-
gentsia of this country. Rather
than taking them as a threat, thay
should consider them as friends
and allies in the struggle against
all the chailenges that are facing
this country and whose resolu-
tion requires every ounce of en-
ergy from every citizen. And this
alliance should be established
while holding or even respecting
political andior ideclogical differ-
ences.

It is not only politicians that are
to blame for this state of affairs,
however. The intelligentsia In our
soclety have not played their part
in making their voices heard as
professionals and sam their re-
spect from citizens as independ-
ant voices of truth. Rather than
taking a firm and public position
on issues they are convinced to
be true, they are mostly found in
taking only popular and safe po-

7

sitions publicly holding their true
beliefs in private or, as is usually
the case in our country, air these
views in close circles among the
already converted. This, | am
afraid, only enhances the hope-
less marginalization of the intel-
legentia in the affairs of our coun-

try.

It we lock at our profession for
flustration, significant economle
policy shifts were taking place in
two historical watersheds jn the
last quarter century in our coun-
try. What was conspicuously ab-
sent in both periods was a sys-
tematic and learned debale about
the economy among profossional
economists, Whatever debate
was taking place during these
transitional pariods and after the
consclidation, to determine the
fate of the country and milllons of
its people, was largely driven by
political and ideological Iimpaera-
tives and mostly by political
hacks.

The few “professional” econo-
mists who participated in these
debates were in it mostly to de-
fend a prior held and Ideclogl-
cally determined positions rather
than supplying leamed argu-
ments and analysis supported by
data and based on the prioritios,
capacities and capabilities of the
country. In other words, the role
of economists in Ethiopla, when
they had any role at all, whether
those working for the govemn-
ments or in academia, has been
largely one of either providing
intellectual justifications for the
positions advocated by the politi-
cians or simply implementers of
whatever policy is pursued at the
time. Te put it harshly, econo-
mists like all other professionals,
unfortunately, were nothing but
intellectual mercenaries.

| do not want to get into the rea-
sons for such state of affairs
here. Maither s the above com-
ment designed to put blame on
individual economists. In an at-
mosphera where advocating any
independent position could cost
the life of the perpetrator as dur-
ing the Derge period, or at best
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as In the case of the dismissal of
the 42 university faculty, it could
lead to a summary dismissal from
work exposing the person and
his/her family to serious financial
difficulties, the reguirements of
self-preservation, might dictate or
even justify such ‘“unprofes-
sional" behavior.

My comment here is to simply
raise the issue of the degree to
which we, as professionals, have
seized opportunities when they
arose and to stop blaming only
others and sometimes be intro-
spective. It is also to suggest that
the need to go beyond the cur-
rent state of mistrust on bath
sides and creale the conditions
for future close cooperation with
the government requires some
change of attitude on our side.
We should take our obligation as
professionals  seriously, and
freely and constructively engage
in discussions with the clear aim
of advancing the intorest of
knowledge and truth in our pro-
fessions and contribute towards
the formulation of informed poli-
cies based on these findings.
This is not only a requirement of
true professionalism, but equally,
if not more importantly, the re-
quirement of citizenship In a free
society.

Given this tradition, it is almost
impossible to gauge the success
of the association's activities in
influencing the policy making
apparatus simply because there
has not been any official and di-
rect consultations between the
association and policy makers.
However, especially in the last
two years, the association has
been successful in bringing im-
portant government officials to
its functions for direct participa-
tion in discussions. Although it is
difficult to tell how much of thesa
discussions have found their way
in policy debates, among cofficial
circles, thers is no denying the
fact that we wera able to closely
look at the rational behind gov-
ernmeant thinking about policy,
and hopefully, the government
was able to look at the thinking of
academiciang and the private
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sector on policy matters. In short,
this is a good beginning that
need to be strengthened and the
assoclation will do its best to
pursue this cooperation with the
government

Today's discussion on land and
land policy is nothing but a con-
tinuation of this process. When
we selected this topic, we are
aware that it is a rather sensitive
and ticklish issue. We know thal
soma people hald that land is not
just another factor of production
whose alloecation can be judged
by the narrow confines of effi-
clent rescurce allocation in pre-
dominantly peasant societies
such as ours. That, | think, is
partly why it was enshrined in our
constitution to reduce, if not lo-
tally eliminate, the possibility of
easy change or modification.

But, we as economists, also rec-
ognize that it is too important a
factor to be grossly misallocated.
We have been hearing a lot about
the problems faced by investors
in securing land for investment in
the cities particularly in this city.
In fact the issue is no more about
the efficiency or effectiveness of
the current urban land allocation
system. Rather it is whether the
problem lies in the Lease Policy
itself or in the inefficiency of im-
plementation. In relation to rural
land policy, there are serious
problems related to tenure secu-
rity, reduced farm size..etc, that
have bedeviled Ethiopian agricul-
ture and the overall ecosystem
since the 1975 Rural Land Proc-
lamation.

There are researchers who have
strongly argued that the success
of the government’s current Agri-
culture Lad |Industrialization
Strategy Is seriously threatened
because of the existing land pol-
icy. In other words, there are a
number of issues about our cur-
rent land policy that requires
non-political non-ideclogical and
sober discussion and analysis
between policy makers, academi-
cians, and other development

practitioners. Hopefully, such
close consultations could lead to
B

a rethink about existing positions
and eventually open a wider and
meaningful discussion amaong all
the stake-holders.

Let me finally add a point about
our profession which is relevant
to this discussion that | have said
before in one of our conferences.
Economists are not engaged in
the business of "scientific re-
search” if by scientific we mean
that our findings are universally
true Irrespective of social
cholces. Our profession is at its
best and technically wall-
equipped in Identifying optimal
solutions to economlic problems
given clearly defined objectivas
and sccial cholces. In other
words, we are professionally
qualified to freely and authaorita-
tively discuss in the realm of
positive economics. When |t
comes to defining objectives and
socinl choices, however, we can
not fully rely on our professional
training. Instead, we have to con-
sult other disciplines and when
we decide to engage in such dis-
cussions, which we should, we
must be clear in our minds that
we are participating as interested
citizens without the implied
authority of professionalism. In
discussions such as land policy,
our discussion on optimal alloca-
tion nead to be informed and
strengthened by considerations
of issues that are non economic
in nature, However, we can con-
tribute as economists quite a bit
by clearly providing the associ-
ated economic costs of the alter-
native options available to policy
makers.

Before | close, allow me to thank
the presenters for accepting our
invitation and sharing their ideas
publicly with us. Ato Belay, the
vice minister of Agriculture for
accepting our invitation and
opening the seventh general as-
sembly and his good words
about our association, the FES
for sponsoring our events in-
cluding this one and to all of you
for coming here today.

Thank you. W
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REVISITING THE LAND ISSUE:
OPTIONS FOR CHANGE

Introduction

The debate on the land gquestion
{in Africa) cannot be conducted
in a political vacuum. Land is not
solely an economic resource, and
tenure cannot ignore social and
political relationships. Land leg-
islation has often been used to
promote a specific political
agenda, or toe benefit the domi-
nant forces in society, many of
which often reside outside the
farming worid. The question of
the state and issues of govern-
ance are therefore important ele-
ments in the debate. Is the goal to
encourage the rise of an asser-
tive rural population? or a pliant,
docile peasantry? How do we
promote 8 dynamic rural econ-
omy and improve rural liveli-
hoods? Such questions are im-
portant aspects of the debate on
the land question.

We should not approach tenure
issues from what may be termed
a 'systems perspective”. That is
to say, we should NOT first ask:
what is the best tenure system to
recommend, but rather, what has
been the agrarian experience of
the country concermned? We
should not get bogged down on
the question: which is better,
state, customary, private, colleec-
tive, etc. tenure systems? The
systems approach goes some-
thing like this: property systems
have historically avolved from
“inefficient” and backward forms
to more dynamic and efficient
forms, culminating in private
ownership, or the capitalist prop-
erty system, The formula adopted
by the World Bank/MF (i.e. pri
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vate property, land marketl etc.) is
taken as a universal panacea Ir-
respective of economic, histori-
cal, demographic and political
differances.

What can be done to improve

rural livelihoods? What in th‘

Ethiopian context are the ele-
ments pertinent to sustainable
livelihoods? This may be a better
way to approach the land ques-
tion than to ask what kind of ten-
ure arrangement should we
adopt. | think we all agree that
tenure security is primary, but the
search for security can take many
forms

While equitable land distribution
may go some way o ease the
problem of rural poverty, it can-
not by itself be a sufficient solu-
tion. Il-advised reforms may in
fact be counter-productive, and
as is the case in Ethiopia, exac-
erbate the problem of rural pov-
erty. Poverty reduction will have
to go hand in hand with improv-
ing livelihoods, and it is here that
land policy can play an important
roie:

The Ethiopian experience at pre-
sent is similar in some ways 1o
the “post-socialist” experience of
countries such as Tanzania, Mo-
zambique, and others. That is; the
issue should have been how do
we make the transition from a
command-based, collective form
of rural economy to a more open
economy? The transition in
Ethiopia has been partial: while
the liberalization of grain prices
and the market for rural products,
which was Initiated by the previ-

ous government In ta dying
days, has been malintained, the
land system has largely remained
unchangad.

Sara Berry in a recent book
makes the point that land tenure
is fluid in much of Sub-Saharan
Africa. People get access to land
through a wvariety of means:
through their social networks,
customary Institutions, family
relations, through service and
renting arrangements, and only
occasionally through the law. In
Ethiopia in contrast, rights to
land are defined by law, which
abolished customary and other
forms of tenure, replacing them
with usufruct rights. The movae-
ment of land from one user to
another is now possible either
through short-term renting ar-
rangements or through land re-
distribution. The Ethicpian land
system Is thus very inflexible.
Changes to the tenure systam are
also precluded because land has
now become a constitutional is-
sue.

The Problems

The main weaknesses of the pre-
vailing tenure system are the
following: a) lack of tenure secu-
rity; b) lack of legitimate institu-
tions to ensure the rights of
landholders; c¢) discriminatory
practices in land distribution; d)
discouragement of the mability of
the rural population. The system
has given rise to diminishing
family holdings and pasture, and
to environmental degradation,
Because of the high sense of
tenure Insecurity, peasants can-
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not employ sound land manage-
ment practices and are reluctant
to invest on the land. The system
is also responsible for the recur-
rence of food shortages and
famine. With per capita farm plots
less than a hectare and getting
smaller in a majority of the rural
areas, peasants do not produce
enough food to sustain them-
selves through the year even un-
der normal circumstances.

| have discussed the damaging
consequencoes of the land system
in more detall in an earlier issue
of Economic Focus (lssue 2, De-
cember 1997), and | shall not re-
peatl the arguments hera.

The land system has discouraged
peasant mobllity and trapped the
population in the rural arcas.
More than 85 percent of the coun-
try's population lives in the rural
arcas, and this has put enormous
pressure on the land and envi-
ronmental resources,

Improvements in livelihoods are
impossible unless a considerable
propartion of this population is
released from the land and
moves out of the rural areas. | am
not here talking about resettle-
ment which merely shifts popula-
tions from one part of rural
Ethiopia to another.

The greater mobility of peasants
out of agriculture will stimulate
the greater mobility of land. Land
will be able to move “freely” from
those who cannot use it effi-
ciently to those who can. This
doe not necessarily mean that the
urban capitalist will have a field
day and that the structure of
holdings will immediately be
transformed in which large-scale
capitalist farming will immedi-
ately dominate.

The destination of a mobile peas-
antry will be the urban areas, but
many of the provincial towns in
the country cannot provide suffi-
cient employment to absorb a
large influx of migrants. There
will thus have to be a concerted
effort to promote investment by
Government and the private sec-

Vol.2 No.4 / August 1999

should provide the stimulus to
expand the rural economy and
add value to rural work.

The Options

I am strongly convinced that the
present land system musi be re-
formed, though under the present
circumstances reforming tive sys-
temn will entail reforming the con-
stitution, which will be a difficult
task. Despite that the debate on
the land issue and alternative
aptions should continue. The first
step In the reform process s to
hold a series of public debates on
the issue Involving the main
stakehoiders and a wide spec-
trum of public opinion. An impor-
tant policy such as this one can-
not be formulated without public

participation and the input of the

farming population.

What is offered below as options
for change are points for discus-
slon and should not be taken as a
blue print for a new land systam.
The elements of a new land pol-
lcy should include the following;

The first principle that should be
recognized is that land s the
fundamental basis of the liveli-
hood of the farming population.
As an old Japanese saying puts
it, a farmer without land is like a
man without a soul. Land thus
belongs, directly and without ifs
and buts, to the people who use
it. The state or any other author-
ity has no right to a natursl re-
source that it does not directly
utilize. Public ownership of land
merely perpetuates the paternal-
ist “ideology” of the state, and
extends its hegemony over the
peasantry.

As noted above, a sound land
policy should provide secure
tenure to all landholders at all
times. Access to secure rights is
an indispensable element if we
wish to invigorate the rural econ-
omy and induce the land user to
invest on the land and o improve
production,

Secure rights means that land-
holders have the right to dispose
of their land In any way they
choose. The argument of the
state is that if the peasant is
given absolute rights over the
land he will Immediately sell, or
will be quickly deprived of it by
unscrupulous urban-based capi-
talists, and the result will be
large-scale landlessness.

This argument is not only foolish
but assumes the peasant lo be
#ither irresponsible or child-lika
who will quickly throw away the
most valuable asset In his pos-
session. The peasant values the
land very highly and s strongly
attached to it; he or sha will not
give it away under any circum-
stances unless there is a com-
pelling reason to do so. Moreo-
ver, salling the land Is not a
mortal sin.

Given the agrarian experience of
the last two to three decades In
this country, tenure security can-
not be accomplished overnight. It
will take a leng time befors the
peasant will be assured that he or
she has secure rights to the land
hefshe is farming. The first step
in reaching that goal is to con-
vince peasants that there will be
no more redistribution of land,

Land tenure issues must not be
politicized as it is done at pres-
ent There must be a recognized
institution (a court of law or a
special land tribunal, for exam-
pia) which is responsible for en-
suring rights of land and adjudi-
cating conflicts over land when
they arise. Such an institution
must be politically independent
and must have a strong presence
in the rural areas.

At present, land redistribution,
consolidation and similar meas-
ures have become political is-
sues and are taken by the politi-
cal agents of the state. There will
be no secure ownership untl the
politicization of land is brought to
an end.

A new land pollcy must enable
the rural population to move out
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of agriculture and seek alterna-
tive employment (see above).

The points noted here do not
necessarily mean that private
ownership of land in the capitalist
sense of the term is the ultimate
solution. | have argued instead
that what | call associative own-
ership, which combines private
rights with community responsi-
bilities; Is a viable option. Under
thie system, the peasanis have
secure and individual rights to
their holdings but the community,
in the form of the peasant asso-
ciation, for example, protects this
right if it is threatened by outsid-
ers. The community acts as the
guarantor of rights of individual
ownearship.

We cannot assume that private
ownership will ensure security of
holdings under all circumstances
and in all social contexts. It is, for
instance, the institution of private
property that is in part responsi-
ble for peasant Insecurity and
agrarian conflict in Latin America.
Simllarly, the privatization of land
in Kenya has had mixed results. It
has not succeeded in institution-
alizing private control over land,
and has instead given rise to con-

EXECUTIVE SUITE

A now land system must promots
the autonomy of the landholder
and the empowerment of farming
communities. it is Important to
remember that rights to land have
to be defended from encroach-
maents and violations in order to
be or remain secure. An autono-
mous paasantry is the best guar-
antee that such rights will be vig-
orously defended when the
occasion calls for L Autonomy
involves independence from the
influence or controd of the state
and other external forces, and the
abllity to pursue one's Interests
through one's own economig
social and political Instiutions.

The emphasis of the agricultural
development strategy of the gov-
emment, which Is based on a
widespread dissemination of
modern inputs (mainly agro-
chemicals) s Increased food
production achleved through im-
provements in land productivity.
But, what is equally needed is
improvements in labour preduc-

tivity which cannot however be
achieved with micro-holdings
that are today the basic feature of
peasant agriculture. The en-
largement of farm sizes is neces-
sary, but this will mean some
significant changes in the social
profile of the rural soclety.

Today, rural soclety is by and
large socially undifferentiated,
thanks mainly to the prevalling
land systemn which has been in
force now for well over two dec-
ades. But | balieve rural differen-
tiation should be welcomed, and
we should encourage the better-
off alements of the population to
improve their status.

The change from “peasant” to
“farmer” is | belleve essantial,
and the pioneers in this change
will ba the richer peasantry. So,
let there be “kulaks"! | am not
convinced that we will have to
wait for the urban bourgeocisie to
rescue the rural economy. The
real force behind sustalned im-
provemants in livelihoods will
come from those who were peas-
ants once but managed to

change thamselves Into farmars.
L

By William Wells and Jack Lindstromr
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REGIONAL ECONOMIC INTEGRATION IN |

AFRICA FROM AN EU PERSPECTIVE

Kurt Cornelis

Economic Adviser, Delegation of the European Commission in Ethiopia

In its relationship with third coun-
tries, the European Union at-
taches a high importance to the
promotion of regional economic
cooperation and integration. The
EU itself is of course a product of
an almost 50 year old economic
integration process and probably
the most advanced form of re-
gional economic integration in
the world.

As you probably know, EU's co-
operation with Africa, Caribbean
and Pacific (ACP) is, since aimost
25 years, based on the Lomé
Convention. This very compre-
hensive treaty has important sec-
tions on, for instance, develop-
ment cooperation, commerce and
also political matters. One of the
underlying principles of Lomé
cooperation is the support the EU
will provide to attempts to come
to genuine economic cooperation
between ACP countries. | may
quote article 7 of the Convention:

“The EU and the ACP States shall
give special importance and high
priority to regional cooperation
and integration. In this context,
the Convention shall offer effec-
tive support for the ACP States'
efforts to organize themseolves
inte regional groupings and to
step up their cooperation at re-
gional and inter-regional level
with a view to promoting a new,
more just and more balanced
economic order”.

In practice this principle has been
given body through the instru-
ment of regional cooperation be-
tween the EU and groupings of
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ACP States. Part of the resources
of the consecutive EDFs [Euro-
pean Development Fund) has
been allocated for cross-border
projects between two or more
ACP States. Each five years the
EU negotiates with the different
ACP-Regions the envelope and
the content of a Regional Indica-
tive Programme. This RIP indi-
cates the areas of concentration
and determines the principles
and guidelines for the implemen-
tation development related proj-
ects. For the Easl Africa Region,
of which Ethiopia is part, usually
an amount of around 200 million
Euros is available for a five year
period for regional projects
based on the RIP.

Under EDF 7 (1990-95) and EDF 8
(1996-2000) the areas of concen-
tration for East Africa have been:

+ food security and conserva-
tion of natural resources;

+ transport, trade and regional
integration.

To give you an Idea of which kind
of projects are financed, | will
mention a few projects which are
currently under discussion: a
huge programme to improve the
health situation for livestock and
the quality of veterinary services,
support for the upgrading of the
Djibouti-Ethiopian Railway and
rehabilitation of the road between
debi and Djibouti. We also pro-
vide assistance to regional or-
ganizations like COMESA and
IGAD. The introduction of of a
new customs registration system
(ASYCUDA) within the COMESA-

countries, for instance, has been
supported by EU Regional coop-
eration.

Although this particular type of
development assistance looks
good on paper, we have experi-
enced over the years that coop-
eration with ACP-countries on a
regional basis is quite cumber-
some and difficult. identification,
preparation and implementation
of projects are particularly slow
processes, especially in this East
Africa Region which comprises
the following countries: Ethiopia,
Eritrea, Sudan, Djibouti, Somalia,
Kenya, Uganda, Tanzania, Bu-
rundi and Rwanda.

There are many reasons why this
type of regional cooperation has
proven to be so difficult. | will
mention the most important
ones:

1. of the 10 countries of East
Africa, at least seven are cur-
rently engaged in domestic
or intermational wars, with all
the devastating effects this
entails:

2. East Africa is a very heter-
cgenous region with an im-
portant variety of cultures,
religions, languages and co-
lonial histories;

3. compared to other ACP-
regions (Southern and West
Africa, Caribbean), regional
cooperation is still young
and rudimentary., There are
several regional  bodies
(IGAD, EAC, COMESA) that
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all have to find their role and
niche.

4. Member states are often re-
luctant to cede some of their
power and authority to re-
gional organizations.

5. transborder infrastructures
are often so poor that it ham-
pers the promotion of ex-
changes of cultural and eco-
nomic contacts between the
individual countries.

6. for a long time, the African
countries were porhaps not
yat convinced of the neces-
sity to develop close links
and cooperation within a Re-
gion. They saw their neigh-
bours as competitors, often
exporting the same products,
mostly commodities that
werg oxchanged for capital
goods from Europe or else-
wherea,

The combination of these rea-
sons causes problems for the
implementation of our reglonal
cooperation programmes. It is
often wvery hard and time-
consuming to reach an agree-
ment, especially on the prioritisa-
tion of regional projects. At a re-
cent meeting of the National
Authorizing Officers of the par-
ticipating countries, the Euro-
pean Commission had therefors
suggested to increase the coor-
dinating and preparatory roles of
the existing regional entities like
COMESA, IGAD and EAC. How-
ever, the individual countries do
not like to give up their authority
and are still reluctant to empower
the regional organizations, Of
course, the biggest problem of all
in this particular Region, is the
big number of conflicts. Regional
cooperation, let alone regional
integration, will never become a
success story when the partici-
pating countries are continuously
in state of war or conflict.

Having said this on our past and
present experience with regional
economic cooperation in Africa,
lat us now tum to the future. De-
spite all the problems, there are
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some rays of hope in Africa as far
as regional cooperation Is con-
cemed. SADC and ECOWAS In
particular prove that it is possible
to realize forms of close eco-
nomic cooperation or integration.
COMESA has made good prog-
ress in recent years in trade lib-
eralization and has embarked on
an ambitious project, namely to
establish a Free Trade Area, by
abolishing Intra-Comesa tariffs
by October 2000. After that the
organization will try to get com-
mon external tariffs adopted by
2004. Hopefully the COMESA
member states will remain com-
mitted to these goals, although
some of them have called for
transitional measures to protect
the weaker eoconomies. EAC
(Uganda, Kenya, Tanzania)
been revived and is making

and rapid progress on different
areas,

The most problematic subregion
for the time being—apart from
Central Africa— is the Hom. Al
the Hom countries are members
of IGAD and all but one of them of
COMESA at the same time. This,
plus the fact that most of its
member countries are In conflict,
clearly weakens IGAD's position
and effectiveness. Since
COMESA is already well ad-
vanced In harmonising trade re-
lated matters, the importance of
IGAD could lie more in conflict
prevention and management,
rathar than in real economic co-
operation.

It is beyond any doubt that the
role of regional organizations and
the importance of regional eco-
nomic integration will substan-
tially increase within the frame-
work of cooperation betwean the
EU and the ACP countries, espe-
cially where we talk about future
commercial cooperation.

You may have read that the EU
and the ACP partners are cur-
rently negotiating a new Conven-
tion, a new framework, for thelr
post year 2000 relationship. Both
parties are aware that the Lomé
partnership needs substantial
renovation to make it more apt to

cope with new realities and cir-
cumstances like: economic glob-
alisation, regional integration, the
diminishing role of Governments
in economic management, infor-
mation highways etc. Changes
are envisaged not only in the de-
velopment ald part of the rela-
tionshlp but also, and perhaps
foremost, in the commerclal re-
gime of the Lomé Convention.

The EU is proposing a noew con-
cept for reglonal cooperation and
a new trade regime to its ACP
partners in ordet to make the
commercial provislons compati-
ble with the multilateral WTO
framework. The present Lomé
trade armangement, with its sys-
tem of trade preferences for the
ACP countries, |s only made pos-
sible by an annual WTO walver.
After all, the preferantial treat-
ment of the Imports from the ACP
contradicts the WTO principle
that all WTO countries should be
treated equally. In order not to
remain depandant of an annual
waiver and to avoid challenges
from other WTO partners, the EU
proposes to move gradually to-
wards a system of reciprocity In
the form of free trade areas with
regional groupings of ACP states.

¥You should know that article 24
of GATT allows exceptions to the
Most-Favoured Mations treatmant
in the form of Free Trade Areas or
Customs Unilons, provided that
“substantially all" trade Is liber-
alised and barriers towards third
countries not Increased. The
word “substantially” Is inter-
preted by analysts as at least
80%. Since trade liberalisation on
EU’s side Is already 99% for im-
ports from ACP countries, this
would mean that ACP states
could be allowed to liberalise less
than 90% of their imports from
the EU. There would therefore be
scope (o leave out sensitive
products , although this should
not be used as a pretext to main-
tain costly trade barriers.

In view of the above described
situation, the EU proposes in its
negotiations with the ACP Group
to establish Regional Economic
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Partnership Agreements (REPA)
with individual regional groups of
ACP countries. The establish-
ment of a free trade area would
be embedded In the larger coop-
eration framework of such a
REPA.

Bringing the trade regime in har-
monisation with WTO g not the
only objective of this proposal
Thoe deeper and long-term objec-
tive ls the smooth and gradual
integration of ACP countries into
tha world cconomy. Free trade
areas can be a first stage of re-
gional integration, after which a
gradual move towards customs
unions or even doeper forms of
itegration  (common  market;
gconomic union) would become
aasier to achieve

As regards the economic rosults
of deeper reglonal integration
one can mention for instance
Increased competition, trade
craation, economiss of scale,
increased investment and a more
stable macro-economic environ-
ment. Closer reglonal integration
can also be Instrumental to im-
prove the security situstion be-
tween the participating countries.

The EU is of course aware that
the ACP countries, and especially
some African regions, still have
along way to go before free trade
argas can be established. Thee-
fore, a transition period will be
respected, in which the current
preferential system will remain
effective. The length of this pe-
riod is subject to negotiation: it
can be 5,7, maybe even 10 years.
But the EU is trying to convince

the ACP countries that there is no
alternative.

The REPA concept that will be
developed will not only cover
trade in goods, but will aiso deal
with important trade related aroas
such =8 standardisation, envi-
ronmental and social rules, sery-
ices, Intellectual property and
competition. The EU recognizes
that the moving towards REPAs
will require important reforms
and adaptations, not only from
the Governmeniz involved, but
also, and perhaps In the first
place;, from the private sector.
Governments will need to reform
the fiscal system away from trade
taxation. Private companies will
need to reposition in a wider
market. But these adjustments
are necessary anyhow for a bane-
ficial integration into the world
economy. There is also a need for
capacity bullding to deal with
trade and trade-related areas. The
EU is obviously ready to assist
with this restructuring process,
especially with regard to the least
doveloped countries.

The REPA-concept is new and
still nesds to ba worked out In
detail. The EU is trying to con-
vince its ACP-partners, during the
ongoing post-Lomé-negotiations
that everybody can gain from it. it
will be introduced gradually, ap-
plying 2 long enough transition
period. The basis will be a free
trade arrangement, but the con-
cept will be much larger than this.
Financial and technical assis-
tance will be provided to regional
blocks, flexibly differentiating in
form and extent, according to the

ANNOUNCEMENT

specific neads of sach individual
reglon and their participating
countriea. After zll, the Caribbaan
has other characteristics and a
higher level of economic devel-
opmeant than for instance Central
Africa

In a world economy with an in-
creasingly dominant role for mul
titatoral bodies like WTQ there
appears lo be no alternative for
African countries to closer re-
gional cooperation through freo
trade areas, or even more sophis-
ticated forms of integration.
Since benefits from the trade
preferences given by the EU un-
der tha Lomé commercial regime
will be more and more eroded
through global trade liberalisa-
tion, it would not make much
sense to stubbomly stick to the
current armangemeants

The post-Lomé negotiations are
in full swing at the moment. The
EU still has a lot of convincing to
do. But ACP countries become
increasingly aware that thero is
no alternative to liberalisation
and reglonal economic Integra-
tion.

Remains the problem of putting
theory into practice. There is still
a long and bumpy way ahead. But
in fact all African states have al-
ready embraced the idea of cre-
ating a common African market
through the OAU sponsored idea
of an African Economic Commu-
nity. If we could only stop exist-
ing wars and pravent new ones,
then such faraway economic ob-
jectives would become much
easier to achieve. ®

WE WOULD LIKE TO INFORM OUR READERS THAT VOLUME V
NUMBER 2 OF ETHIOPIAN JOURNAL OF ECONOMICS HAS BEEN JUST

OUT OF THE PRINTING PRESS AND IT IS NOW ON SALE.
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REGIONAL INTEGRATION IN AFRICA

With Particular Reference to the Southern African Development Community

Resident Representative. Friedrich Ebert Stiftung of Germany, Botswana

1. Record of Rl in Africa

Rl became a prominent political
issue in Africa Iin the 1960s, fol-
lowing the wave of independence
which swept the continent. Two
schools of thought emerged,
both of which have left their
marks until today: whilst the con-
tinentalists were In favour of an
African Union, the so-called
United States of Africa, the func-
tionalists promoted a less ambi-
tious concept of sub-reglonal co-
operation. Although only the lat-
ter's’ intention came to fruition,
the pan-African approach Is still
alive and may even have galned
additional significance recently
as evidenced by the call for an
African Renaissance. The Lagos
Plan of Action and its update, the
Abuja Agreement of 1991, pres-
ant a blend of both approaches:
they envisage a pan-African Eco-
nomic Union, based on the prior
establishment and consolidation
of sub-regional units. Regional
integration schemes like
ECOWAS, COMESA and SADC
therefore tend to refer to them-
selves as building stones of a
continental union.

So far, however, only sub-
regional units have come into
being. Considering the number of
Integration schemes, Africa Is by
far the most prolific contiffent,
with probably more than 200 re-
gional groupings and agresments
covering a wide wvariety of ar-
rangemants and issues. Some of
these schemes have gone quite
far, especially the West and Cen-
tral African countfies of the CFA
area which have jointly estab-
lished a central bank for each
region and adopted identical
bank regulations. But the overall
progress was dismally slow, and
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there are even Incidences of ret-
rogressive development, the
most prominent one being the
collapse of the East African
Community in 1877. Judged by
the level of intra-regional trade,
economic convergence and pol-
icy harmonisation, regional inte-
gration in Africa can hardly be
labelled a success story. Fur-
thermore, the share of Africa's
reglonal trade in total world m:k
has diminished continuoualy.

Research has attributed the lack
of success to structural charac-
teristics of the economies In-
volved as well as to the approach
pursusd in promoting regional
integration. The main problem
areas can be listed as follows:

Deficlencies of Regional
Integration Schemes

# Production structures of mem-
ber countries are not compla-
mantary

# Tariff reductions cause public
revanue losses

# Benefits of market integration
not assured to individual
countries

# Unequal distribution of integra-
tion benefits

% Longterm integration benefits
vis-a-vis short-term loases

# Weak institutions at national
and regional level

% Lack of co-ordination and har-
monisation of aconomic poli-
cles

# Civil soclety is hardly involved
in tha integration proceas

Let me briefly discuss each one
of these problems.

« As production structures of
member countries are defl-
clent and do not complemant

each other, there Is a lack of
tradable goods for regional
exchange. In a stylised non-
industrialised economy, a
domestic sector of non-
tradable co-exists with a
dominant commedity sector
geared to raw material ox-
ports. The very sector able
to boost regional exports,
manufactured goods produc-
tien, tends to be weak and
not compatitive. For such
economies to effectively
launch Intra-regional trade,
demand-side measures such
as reducing customs duties
are necessary, but not suffi-
cient adjustmaents.

+ Lowering or entirely disman-
tling tariffs will affect custom
revenues. This constitutes
an immediate effect of as-
tablishing a preferential
trade area, free trade area, or
custom unlon (If CET is to be
lowered), which can be quite
severe considering the high
shame of custom duties in
public revenues (50 to more
than 70% for many African
countrigs). Considering the
need for a tax reform even in
the absence of market inte-
gration, with a view to
strengthening and widening
the tax base, this dilemma
has to be addressed anyway.

* ‘Whareas the revenue losses
are for certain and Immedi-
ate, the benefits of market In-
tegration are a rather long-
terrn prospect, particularly
for countries that are notin a
regionally competitive posi-
tion. Empirical research on
static and dynamic integra-
tion gains are scarce, but the
available evidence indicates
that the static gains tend to
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be low, although positive,
while dynamic gains can be
considerable. The latter need
more time to unfold their po-
tential which will mainly
happen after the benefits
generated by mere re-
allocation of resources have
been realised. Hence the
bulk of benefits from Integra-
tion seem to accrue malinly
in the middle-to long-term.

Individual countries are not
assured of any benefits, they
may even find themselves on
the losing side indefinitely.
Therefore, compensation
schemes and  solidarity
funds are a crucial concomi-
tant of market integration.
However, they used to be
under-resourced and thus
waore often found not to be
helpful in  alleviating the
fears of economically weaker
countries and maintaining
the momentum towards re-
gional Integration. Compen-
sation schemes need to be
designed carefully to avoid
disincentives o intra-
regional trade as evidenced
by ECOWAS's scheme which
rigidly penalised net export-
Ers.

Even if there is no doubt
about the overall generation
of net economic benefits
through regional integration,
there are often legitimate
concerns that gains accrue
mainly to industrially more
developed countries. They
are obviously in a vantage
position to capture the bulk
of the additional opportuni-
ties through export of prod-
ucts, services and factors of
production. If not somehow
contained and directed by
reglonal  policies, spatial
polarisation and biased in-
dustrialisation patterns are
bound to arise from unfet-
tered market processes. This
is a very serious issue which
has. caused the slow-down
and even the breakdown, as
happened with the East Afri-
can Community in 1977, of
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regional integration sche-
mes. It has affected the An-
dean Pact as well as ASEAN
and UDAD and UDEAC. | will
later refer to SADC which is
faced by the same problem.

Political leaders have appar-
ently no straightforward po-
sition towards regional inte-
gration, which is quite
understandable considering
the fact that they have to
weigh instant negative ef-
fects in terms of loss of
revenue and sovereignty
against long-term, vague and
not necessarily assured
benefits. What is often criti-
cally referred to as lack of
political will, is in fact a ma-
tional cost-benefit calcula-
tion. Integration arrange-
ments have obviously not
taken into account that they
need to be predicated on
proper incentive structures
that ensure the balance of
each participating country is
in favour of regional integra-
tion.

Political commitment was
also diluted by the multitude
of regional groupings with
similar or overlapping objec-
tives. The evolution of firm
allegiances and a sense of
regional identity was effec-
tively thwarted by unhealthy
competition of regional or-
ganisations.

As a result of what appears
as lack of political resclve,
the incarporation of regional
commitments and agree-
ments into national plans
and procedures is notori-
ously weak. National devel-
opment plans and sectoral
programmes do not reflect
regional decisions and initia-
tives. The priority the latter
receive in the context of na-
tional development planning
seems to be foo low as to
warrant the allocation of
sSCarce resources.

A similar observation can be
made for regional institu-
tions. They use to be under-
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resourced and inadequately
staffed. Member countries
tend to accumulate huge ar-
rears and thus deprive the
vary institutions that are
meant to promote regional
intagration of resources
needed to fulfil their man-
date. Regional bodies did
not enjoy sanctioning pow-
ers, and If penalties were
spelt out, costs of non-
compliance were low.

= Harmonisation of trade poli-
cies and reduction of import
restrictions have nol re-
ceived sufficient attention,
Often trade policies wore
{mis-jused as substitutes for
necessary exchange rate
adjustments. Generally, the
import-substitution phlloso-
phy was not compatible with
trade liberalisation,

+« A salient feature of probably
all regional arrangements is
the lack of involvement of
the civil society. Regional in-
tegration appears to be an
exercise of the political elite,
bureaucracies, and in some
cases foreign organisations.
The population which Is
supposed to be the ultimate
beneficiary often  hardly
knows what regional integra-
tion Is all abaul So far, trade
unions, employer associa-
tions, and NGOs of various
walks of life have hardly had
any say in the design of in-
tegration processes. To be
fair, the same can be said
about the European process
which became a topical is-
sue only in the 1990s, that is
forty years after its com-
mencement.

Regional integration has always
been a crucial ingredient of de-
velopment strategies in Africa,
even before the advent of the
Lagos Plan of Action. The ap-
proach pursued in earlier at-
tempts as well as in the new ini-
tiatives triggered by the
resurgence of interest in regional
integration during the 1930s Is
obviously inspired by the Euwro-
pean integration process. The
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latter can be characterised as
trade-led, market-based, and in-
cremental. Incrementalism im-
plies the well-known step-by-step
progress through the formation
of a free trade area, followed by a
customs union, a common Mar-
ket, and eventually an economic
union.

The theoretical foundation has
been laid by Jacob Viner who
developed the theory of customs
unions in the context of which he
introduced the notions of trade
creation and trade diversion. He
demonstrated that a general pre-
sumption concermning the welfare
gains of regional integration is
not valid, as the net gains from a
customs unlon are a function of
the relative strength of trade
creation versus trade diversion
effects.

These conclusions are reflected
in the GATT and WTO stipula-
tions which seek to minimise the
diversion effects and provide
maximum scope for trade crea-
tion in regional set-ups, The con-
vantional pessimistic view of re-
glonal trade integration as an
impediment to multilateral trade
stems from the percelved
strength of trade diversion ef-
fects,

It is questionable whether the
concepts of trade creation and
diversion are able to capture the
welfare effects of regional trade
integration at all. Although they
are still widely used in trade poi-
icy pariance, there is common
understanding that the major &f-
fects are not covered, in particu-
lar the impact on consumer wel-
fare and, more importantly, the
dynamic effects (economies of
scale, increased competition,
technology transfer).

The crucial question in this con-
text, however, is as to whather
the approach as such fits the
conditions, characteristics and
prerequisites of developing coun-
tries. The structural problems
referred to above, like weak in-
dustrial base, high geographical
and commodity concentration of
trade, indispensability of cus-
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toms revenues, permeating scar-
city of foreign exchange that has
thwarted the cperations of subre-
gional clearinghouses and soli-
darity funds, enormous discrep-
ancies in terms of all relevant
economic fundamentals and
other factors strongly milltate
against the workabllity of the
classical concept of market inte-
gration in the African contaxt.

The Southemn African Develop-
maenl Community presents an
interesting case study, as this
organisation departed from a sot
of objectives different from the
other regional groupings. While
the latter used to take trade Inte-
gration as their point of depar-
ture, SADC started as a political
creation aimed at supporting the
frontline states. During the 19901:*
howeaver, it changed its course in
response to the advent of democ-
racy and majority rule in South
Africa, and since then began to
reveal problems which resemble
the ones mentioned above.

2. The Southern African
Development Communicy

The majority of Integration
schemes in Africa came into be-
ing in an era which was marked
by inward-looking concepts of
development, mainly industrial
development based on import
substitution. The goal of self-
reliance and collective self-
sufficiency was to be pursued
through creating sub-regional
markets with a view to eventually
establishing the Pan-African
Community. Although = protec-
tionist towards the rest of the
worid, liberalisation of intra-
regional trade was the hallmark
of these integration arrange-

ments.

The Southermn African Develop-
mant Co-ordination Council
(SADCC) was not established as
an integration organisation. Its
objectives were mainly geared
towards supporting the frontline
states, |.e. those bordering the
hostile apartheid state, to cope
with their precarious dependence
upon South African economic
and Infrastructural resources.

Consequently, In 1880 the
founding states agreed that the
first priority was to be accorded
to infrastructural projects, with a
strong focus on transport and
communication. Later the em-
phasis slightly shifted towards
co-ordination of sectoral plans
and to measures intended to
promote investment and produc-
tion, Thus SADCC adopted a
functional co-operation type of
approach which is characteristic
of a discrete project by project
procedure. It has advantages in
the area of infrastructure projects
with cross-border effects (e.g.
roads), state-run activities with
economies of scale (jeint re-
search) and with external offocts
{use of riverain resources), Mo
attempts were made, however, to
create a common economic re-
glon or to harmonise economic
policies.

In 1852, SADCC was transformed
into the Southern African Deval-
oepment Community (SADC)
based on the SADC Treaty and
the Theme Document “Towards
Economic  Integration”. This
move cbviously reflects the de-
velopment in South Africa and
the Impending changes in the
political dispensation. The pros-
pects of friendly and co-operative
relationships with South Africa
under majority rule opened up
new opportunities of integration
with a view to creating a strong,
competitive economic region.
The accession of South Africa to
the new SADC made it the
strongest bloc in Africa judgad
by the level of income and indus-
trial production. Based on the
preceding phase of functional co-
operation, the member countries
have gathered experience In
planning and running regional
activities and are comparatively
well endowed with infrastructural
facilities. SADC is in the fortunate
position to be able to build on
solid grounds, including a sense
of regional identity and common
belonging that contribute to the,
comparatively speaking, peace-
fulness and stability in this sub-
region. Hence SADC is often con-
sidered the flagship of regional
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integration in Africa.

By its own assessment, SADC did
not embrace the predominant
trade-led type of integration as
applied by most other regional
schameas in Africa. it was felt that
following this route would repli-
cate the notorious problems in-
herent in this appreach. Consid-
ering the  huge economic
discrepancy between South Af-
rica and the rest of SADC, major
concerns were raised with re-
spect to prospects of unequal
distribution of gains and, even
worse, the likely scenario of po-
larisation offects depriving
weaker economies of what little
industrial base they had. SADC
therefore decided to adopt a de-
valopment Integration approach
that provides for carrylng on with
functional co-operation, along
with trade and market integration
as a new component. it is aimed
at creating a regional market
through reducing barriers to
cross-border investments, intra-
regional trade and the movement
of labour,

The development integration ap-
proach was conceived as an
elaboration of the functional co-
operation or project co-ordination
approach. In view of underdevel-
oped production structures and
incompatible trade patterns, it
stresses the need for close politi-
cal co-operation, in order to
overcome existing impediments
and to pave the way for increas-
ing market integration. Converse
to the gradualism featuring the
classical approach, political in-
tervention takes place at an early
stage of integration in order to
facilitate markeat pProcesses.
Moreover, the development inta-
gration approach places consid-
erable emphasis on compensa-
tory and corrective measures in
support of “least devsioped”
member countries, and stresses
the need for coordinated regional
industrial development and a re-
gional fund to support industri-
ally weaker countries.

In 1983, the African Development
Bank published a comprehensive
study on “Economic Integration
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in Southem Africa”, the results of
which had a strong bearing on
SADC's integration concept. The
major conclusions are:

1. Priority should be given to
investment in productive ca-
pacities and infrastructures
aimed at increasing levels of
production in all sectors.

2. Sector and project co-
ordination retains a crucial
function in this context and
needs to be continued.

3. Macro-economic CONVar-
gence, being a prerequisite
for market integration, must
be pursued vigorously In
pursuance of harmonising
the economic fundamentals
between member countries
{fiscal and monetary policies,
inflation and exchange rates).

4. The role of the private sector
has to be enhanced through
a conducive enabling envi-
ronment. The transition from
sector coordination to market
integration cannot make do
without private business.

5. In a pragmatic manner the
concept of variable geometry
should allow for multi-speed
implementation of the wvari-
ous agreements.

Since 1992, protocols on trade,
drug trafficking, energy, water
resource, mining, and transport
and communication have been
approved. One draft protocol (on
free movement of persons) was
rejected, while three are currently
being drafted (tourism, the SADC
tribunal, and finance and invest-
ment). A study in support of
drafting a regional industrial de-
velopment strategy has just been
completed.

Unfortunately, however, as can
be cobserved in many instances,
grand schemes are often excel-
lent in design, but bedeviled in
the stage of implementation. The
impressive number and the
scope of protocols, declarations
and studies is rather deceptive if
they are taken as measurement of
practical achievements. For in-
stance, the Protocol on Trade and

26

Development adopted in August
1996, is still ratified by five coun-
tries only and therefore not yat in
power. A structural weakness
bequeathed to SADC by its
predecessor, the Co-ordination
Councll, is the institutional set-
up. SADC has not developed truly
supra-national institutions that
command powers to monitar and
enforce regional decisions (like
the EU). The inherited structure,
which was originally intended to
engender a sense of ownership,
provides for the allocation of sec-
toral responsibilities to individual
countries. The Sector Co-
ordinating Units (SCU) are part
and parcel of national administra-
tions which are supposed to pro-
vide the necessary resources.

There are at least three draw-
backs of such a decentralised
setup:

« The allocation of resources to
SCUs does not reflect their
respective significance In
promoting the integration
process, it rather depends on
the host country's budgetary
discretion.

s SCUs, being part of a national
administration, tend to be
faced by conflicting responsi-
bilities as to their national and
regional mandate.

» The adoption of the develop-
ment Integration approach in
1992 has posed challenges
across and beyond sectoral
boundaries. In particular, the
saparation of trade and indus-
try on the one side, and fi-
nance and investment on the
other side is most unfortunate
and will definitely hamper fur-
ther steps towards economic
integration. A well-grounded
proposal to revamp the or-
ganisational structure with a
view to merging the SCUs into
five clusters has been rejected
by the SADC Council of Minis-
ters in 1998.

What has been said about the
weakness of institution building
affecting regional groupings in
Africa, obviously applies to SADC
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as well,

Currently, the Trade Protocol is
the most impertant project. Al-
though it has been approved by
the Summit of Heads of States
and Governments in 1996, it left a

host of intricate issues for further
negotiations. The Protocol pro-
vided for the establishment of a
Free Trade Area (note: CU is not
envisaged) within a peried of
eight years, but did not specify
the modalities. It leaves rocom for

SADC Sector Structure

| Angola _J

further negotiation on critical is-
sues. Hence only five countries
have ratified the Protocol which
needs the approval of at least
elght countries in order to entor
into force.
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o Livestock Production |
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1
*Sectors still to be allocated
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Essentials of the SADC
Trade Protocol

# Elimination of tariffs and quan-
titative restrictions within a
period of elght years

#* MFMN and national treatment of
all traded goods

+ No new subsidies that
“threaten to distort competi-
tion™ and only in conformity
with WTO

# Harmonisation of sanitary, phy-
tosanitary measures, stan-
dards and technical regula-
tions envisaged

# Infant industry protection and
sale-guard clauses

# Anti-dumping in conformity
with WTO rules

# Detalled specifications of rules
of origins

# Notification under Art. 24 of
GATT

A Trade MNegoliation Forum was
established to seek further clari-
fication and to develop proposals
for the implementation of the
FTA. So far, broad agreament has
been reached along the following
lines:

1. A “linear tariff reduction”
approach will be applied, with
each country reducing its
tariff by given percentages
over the eight year period.

2. South Africa and SACU will
reduce tariffs faster than
other SADC countries.

3. Products will be classified in
three calegories. Besides the
list of products for immediate
libaralisation, a list for grad-
ual liberalisation which con-
tains the majority of products
will be established. The sen-
sitive products list covers
goods, defined by each coun-
try, which are eligible for lib-
eralisation only five years af-
ter entry into force of the
protocol.

SACU Trade Balance with other Southern Affican Countries

millions of US §
1000

<R rd

mie8d —

B 8§ ¢ 8 B 8 8 8

-k
3
i

Zimpbabwe Hoxambigua

4, Al members are requested to
submit lista of non-tariff bar-
riers they experfence in
trading with other members.

5. Trade documentation will be
standardised and harmo-
nised.

The major contentious |ssue re-
lates to the trade relations be-
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Zambia  Angols  Mauritus

tween South Africa and the rest
of SADC. Although all members
are alert of the danger of polari-
sation inherent in building a re-
gional market, there i no proven
recipe against such a develop-
ment Economic powers are in
fact enormously divergent, as
judged from any statistics on
trade and production of SADC
countries. In 1986, 71.5% of the

Halawd

Tanzania

total flow of intra-regional exports
originated in South Africa. Dur-
ing the same year, SA imported at
the tune of § 1.170 billions from
SADC, while exports reached $
6,276 billlons. Thus the ex-
portimport  relationship  was
54:1. The trade gap has grown
unabatedly over the years,

Current trade patterns have de-
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veloped in the absence of any
SADC trade arrangements, fos-
tered by unilateral trade liberali-
sation under structural adjust-
ment programmes and other
liberalisation initiatives (CBI,
COMESA). They indicate a struc-
tural regional trade imbalance
which can only be maintained if
offset by concomitant reverse
flows of capital in the form of in-
vestments. Ungqualified opening
of national markets would exac-
erbate the imbalance. The FTA-
agreement therefore needs to be
fine-tuned to accommodate these
concerns, and especially closely
linked to the proposed Protocol
on Investment. There are, how-
evoer, rumours that SA which is
hosting the SCU for Finance and
Investment (FISCU), is dragging
her feet in finalising the draft pro-
tocol. It is in fact of less impor-
tance to SA, bul crucial for coun-

tries that are eager to catch up in
terms of industrial development.
SA has a convenient fall-back
position anyway, for it has con-
cluded a number of trade agree-
ments bilaterally and, most im-
portantly, with SACU. The SACU
countries absorb about T0% of
South Africa's regional exports,
which are already duty-free. Thus
a failure of the Trade Protocol to
come to fruition would not seri-
ously undermine SA's regional
oxport prospects.

Other countries are, however, in a
similarty comfortable position.
Due to the multiple membership
in regional organisations of all
SADC countries, the plethora of
bilateral trade agreements, and
pravious moves towards trade
liberalisation, the actual impact of

the advent or otherwise of a ul"

gional free trade arrangement is
limited. It would actually affect

only a tiny fraction of intra-
regiona! trade. bearing in mind
that 70% is already covered only
by SACU. Not different from other
regions in Africa. there exists a
multitude of regional organisa-
tions in Southerm Africa with
partly different, partly overlap-
ping objectives. Tanzania, to pick
just one example, is membar to
the East African Community,
COMESA and SADC. While the
two farmer aim at establishing a
customs union, SADC is geared
towards creating a froe trade
area, Implementation of all the
regional agreements requires the
deployment of scarce manage-
ment skills, for instance to ad-
minister the diverse rules of ori-
gin. Besides, it dilutes
commitment and allegiance to
one particular organisation, and
suggests a walt-and-see-posture,

Initiatives Towards Trade Integration In Southern Africa

Organisation Establ/Changed Objective Time Frama
SADC 1980 - 1992 FTA 2008
COMESA 1582 - 1684 Common Market FTA in 2000,
CM in 2004
SACU 1210 Customs Union Re-negotiation in 1899
EAC 1967 - 1896 __Common Market
cel 1982 FTA 2000
0C (COMESA, CBI}

The existence of other initiatives
towards trade iiberalisation does,
however, not negate the signifi-
cance of an overarching regional
agreement. Bilateral agreements
tend to favour the more powerful
party which in this context will be
South Africa wherever she is in-
volved, Zimbabwe and Zambia
faced the consequences of uni-
lateral liberalisation which paved
the way for industrial imports
from the still protectionist South
Africa. The former country is said
to have lost more than 50,000
jobs in the textile sector only.
Polarisation in conjunction with
de-industrialisation suffered by
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weaker countries would ensue
from unchallenged continuation
of uni- and bilateral liberalisation.
Cnly through a regionally co-
ordinated approach encompass-
ing not only trade but investment
and related issues as well can
SADC hope to attenuate such
tendencies and create a mutually
beneficial trade system. Demand-
side incentives to boost Indus-
trial diversification through liber-
alised access o regional market
need to be complemented by
supply-side support aimed at
transforming inefficient produc-
tion structures of the “least de-
veloped” member countries.

Although SADC is concerned
about the looming prospects of a
hub-and-spoke system of trade
refations with SA in the centre,
the Trade Protocol does not
properly address this issue. It
does not, for example, afford
preferential treatment for member
states categorised as “least de-
valoped countries”™ by the WTO.
As LLDCs, Angola, Lesotho, Ma-
lawi, Mozambique, Tanzania and
Zambia qualify for “differential
and more faveurable treatment”
involving a number of deroga-
tions under WTO. Even Zimbabwa
with a comparatively advanced
industrial base, is entitled to spe-
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clal treatment (e.g. exempted
from prohibition of export subsi-
dies). The surprising silence on
this issue of the Trade Protocol Is
tantamount to denying rights
granted to LLDCs by the interna-
tional trade law.

Defects and weaknesses
of the SADC Trade
Protocol

# Focus on tariff barriers, while
main obstacles are NTB. Trade
Protocol merely exhorts mem-
bers to address Issue of NTB.

# No differential treatment for
“least development” member
states (such as GATT conces-
slons in the area of agricultural
tariffs and export subsidies)

*+ No compensation mechanism
envisaged

* No provision of supply-side
measures lo promote diversifica-
tion (industrial development and
cross-border investment)

® Discriminatory taxes which
could be imposed in lieu of cus-
toms duties, are not proscribed

# No guidelines for link to sector
co-crdination programmes which
are called upon to provide trade-
related infrastructure

However, there is still hope that
the Trade Negotiation Forum may
come up with more palatable
maodifications. Currently, negotia-
tions centre around the long-
standing trade conflict bebtween
Zimbabwe and South Africa.
Without concessions offered by
South Africa in terms of tariff cuts
for textile imports, the negotia-
tion process is at the risk of fail-
ure. The TNF had its mid-term
review during the second week of
June 1999. This meeting Is con-
sidered to mark a turning point in
either way: failure to come to
terms concerming the contentious
issues could jeopardise the
thrust towards market integration
and, by implication, the develop-
ment integration approach; a
breakthrough, however, would
pave the way for other agree-
ments to follow, in particular the
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pending Protocol on Finance and
Investments.

Without going into further details,
these observations allow the
conclusion that SADC, after the
transformation from a sector co-
ordination to an economic inte-
gration organisation, is going to
be faced with a set of problams
which are characteristic of re-
gional market integration, such
as weak institution building, une-
qual distribution of actual or per-
ceived benefits, and lack of
commitment For good roasons,
SADC has incorporated market
integration into s concept of
development Integration with the
ultimate aim to foster productive
investments. The development
component, however, requires
government  intervention and
public resources to be spent for
building capacities. With South
Africa’s decision to join SADC
rather than COMESA, the pros-
pects to implement a develop-
ment integration approach were
greatly enhanced owing to the
supenor resource endowment of
South Africa. However, although
South Africa Is a regional eco-
nomic champion, the country's
economy is not competitive in the
global market. Fraught with
daunting social and economic
problems, the country cannot be
expected to be overly generous
in putting up resources for re-
gional projects at a large scale or
granting preferential treatment to
neighbouring countries. Hence
the future route SADC is going to
take is still in the mist

3. Prospects of
Regionalism in Southern
Africa

The formation of economic blocs
is most likely the most efficient
way to overcome development
barriers posed by fragmentation
of markets. In view of the gener-
ally small volumes of national
markets this can be reasonably
assumed for African countries in
particular. Traditional approaches
almed at providing economic
space behind protectionist walls,
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however, are entirely discredited
by a general lack of sustainable
pregress. Even a Pan-African
unified market would not be suf-
ficient in terms of volume and
structure to support effective in-
dustrialisation based on econo-
mies of scale. Hance, the notion
and implications of open region-
allsm has increasingly attracted
attention by economists and
policy-makers. It is not concelved
as a special recipe for Africa, but
is reflected in reglonal initiatives
in the Western Hemisphere,
Europe and Asia as well, and mir-
rors conditions as set by trends
towards globalisation,

Reglonal (ntegration was for a
long time considered a hamper-
ing factor to the process towards
a global rule-based trade order
based on the principles of MFN
and national treatment. Yet the
new regionalism is not antitheti-
cal to the emergence of a multi-
lateral order. Especially in view of
characteristics such as the drive
towards lowering the external
tariffs in tandem with intra-
regional trade liberalisation, con-
sistency with WTO rules, clear-
cut rules of origin and nan-
discriminatory treatment of for-
gign enterprises; it can hardly be
argued that multilateral trade is
doomed to suffer from the new
surge of regional integration. On
the contrary, it is reasonable to
assume that new regionalism will
promote the emergence of a mul-
tilateral liberal trade system, due
to its openness and inclusivity,
and through strengthening plu-
ralistic processes taking aboard
weaker countries which had no
voice yet in the international
trade policy arena. Such features
werza absent in old regionalism
which therefore was regarded as
a threat to multilateralism. The
new schemes, however, do re-
flect a different approach as ex-
hibited by SADC:

« External tariffs are being re-
viewed and decreased by all
member countries (unilater-
ally, as a CU is not envis-
aged), Most member countries
have adopted or undertaken
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structural adjustment meas-
ures including a tariff reform.
SADC participates in the CBI
(individual members as well
as the regional organisation)
which has committed member
countries to stringent reduc-
tiona of external tariffs.

« SADC’s inclusivity is proved
not only by granting access to
now members, but more so by
its endeavours to reach out-
wards through agreements
with other reglonal entities.
Trade agreements are belng
consideread or actively pur-
sued with the United States,
European Union, MERCOSUR
and ASEAN. As yet no con-
clusive results could be
achleved, because the |ntra-
regional trade system is not
yet In place. This Is also the
main reason for SADC's res-
ervation towards the EU's
proposition of basing the
post-Lomé world on REPAL

« Obviously, the new global
order |ls golng to be bullt on
reglonal blocs anyway. Nation
states, in particular smaller
anes, will have a direct impact
only on a reglonal level. SADC
provides a platform for a
number of LLDCs to wvoice
thair interests and concemns in
international negotiations.
Through policy positions
SADC presents, for example,
to Brussals and Geneva, the
voice of countries not heard
before is being amplified and
rendered relevant.

For designing regional integra-
tion in a fashion compatible with
WTC disciplines, four options
have been discussed by econo-
mists:

1. Regional Integration could
avoid to deal with intra-
regional trade integration at
all and focus on sector co-
operation, harmmonisation of
policles and co-ordination of
projects. Contentious and
complex Issues relating to
market integration would be
left to the multilateral level,
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whereas reglonal integration
would concentrates on activi-
ties that create win-win situa-
tions. Attempts at trade and
factor market integraticn are
portrayed as futile, as national
discrepancies and difficulties
of establishing compensation
mechanisms are too greal
This is actually the route
SADCC followed exclusively
until 1992, i.e. before the de-
valopment integration ap-
proach was substituted for
mere sector co-ordination,

Another option is to first em-
bark on reglonal co-operation
aimed at building infrastruc-
tures required to Intensify
trade links, followed by mar-
kot integration in the second
stage. This Is the current posl®
tion of SADC, and the fact that
SADC s ranked the most
promising regional initiative in
Africa, owes a lot to the pre-
ceding phase of laying the
foundation for intra-regional
market integration.

A simultanecus approach ar-
gues for coordinated progress
on all fronts in parallel, en-
compassing sectoral Invest-
ment cooperation, trade inte-
gration, and the evolution of
an appropriate Iinstitutional
framework. In contrast to
most integration efforts
nowadays which tend to place
a narrow focus on trade, this
approach also addresses the
infrastructural and institu-
tional prerequisites. It is
predicated on a significant re-
orientation of national policies
towards the regional level,
and a concomitant re-
allocation of rescurces to re-
gional development strate-
gles.

This option is compatible with
yet ancther which is inspired
by MNAFTA. North-South re-
gional groupings seem (o be-
come the rule rather than the
exception, considering the
formation of AFTA and the
expansion of the EU towards
the East and Mediterranean

area. The greatest advantage
Is the creation of credibility,
i.e. the guarantee that trade
liberalisation and policy re-
forms are not liable to rever-
sals. Lack of credibility is sin-
gled out by many economists
as the most important deter-
rent to private investors, and
identified as prime cause of
the fact that Africa trails other
regions with regard to inward
fMows of FOI. Regional agree-
ments with the North would
provide a lock-in effect con-
ceming policy commitments,
and a sanctioning mechanism
through preferred access or
loss of MNortherm markets.
Such agreements might also
cover technical assistance,
debt relief and any other area
of development coopearation.

The EU's proposal of establishing
Regional Economic Partnership
Agreements (REPA) in succes-
sion of the Lome IV Convention
seems to aim at such a regional
arrangement. For the African re-
glon, the EU has Identified
UEMOA, UDEAC, EAC and SADC
as possible partners. As far as
SADC is concermned, the proposal
has not met consent. The resolu-
tions of a SADC workshop held in
Harare mid of May 1999, clearly
dismiss the idea of establishing
REPA. The reasons given are that
REPA are not yet clearly defined
and their possible outcomes un-
certain, in particular as they do
not provide for economic dispari-
ties within a given region. Fur-
thermore, REPA are based on
reciprocity which is not accept-
able to SADC, and to ACP coun-
tries at large, which suggest to
apply for a waiver to maintain
non-reciprocity under the EU-
ACP agreement until at least
2010,

In general, however, SADC is not
opposed to regionalisation of the
EU-ACP relationship. The same
workshop suggested Alternative
Trade Arrangements (ATA) pro-
viding for non-reciprocal trade,
along with arrangements on ald,
investment and development Is-
sues. The main issue is the ques-
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tion of reciprocity and the main-
tenance of special trade prefer-
ences, particularly those pro-
vided under the commodity
protocols. A study on the impact
of introducing reciprocity into the
trade relationship between the EU
and SADC, commissioned by the
latter, came to the conclusion
that SADC does not yet have
enough cohesion to negotiate a
REPA with the EU, and that not
much progress Is to be expected
within the next couple of years
before negotiations would have
to start. SADC lacks truly supra-
national Institutions, therefore all
agreements on the reglonal level
will have to be approved by na-
tional parliaments. In view of the
protracted and cumbersome pro-
cedures in dealing with the Trade
Protocol, and the apparent dis-
crepancies [n assessing trade
policies as manifested In South
Africa's and Zimbabwe's different
reaction to the US Africa Growth
and Opportunity Bill, prospects
for reaching an agreement within
the anticipated time frame are
gloomy. In a SADC-EU meeting
held in May 1998, SADC dale-
gates felt that the region is not
yet ready to negotiate a REPA
with the EU, and that more prog-
ress needs to be made with inter-
nal trade arrangements before
integration with Europe can be-
come an issue. It was also em-
phasised that due to the huge
economic discrepancy between
Europe and SADC free trade can-
not be a feasible option, even if
asymmetry is allowed for.

There are, however, strong indi-
cations pointing to divergent
views in SADC about the impor-
tance of non-reciprocity. It has
been suggested to link the grad-
ual opening of SADC markets in
the context of ATA to agreed
benchmarks, e.g. defined im-
provements in the HDI, CAP re-
form and export diversification.
But SADC's majority seems to be
in favour of strictly adhering to
the non-reciprocity stance, In
keaping with the ACP negotiation
mandate.

Not only the Lome negotiation
exerts iis influence on SADC's
future route. Concurrently, there
are other trade negotiations
shaping the integration process
and the evolving regicnal market
SACU s under negotiation as
both parties, South Africa and the
BLNS countries, are not satisfied
with the allocation of the com-
mon revenue pool, the lack of
equality in decision-making, and
the alleged negative impact on
industrial development In BLNS
countries. The presentation of a
draft agreement was envisaged In
April 1883, but negotiations are
behind schedule and said to be
difficult The recently signed EU-
South Africa agreement will inevi-
tably affect regional markets; as
European products are allowed
preferential access Into the SACU
markets, and after entering into
force of the SADC Free Trade
Area, into all SADC markets. Fur-
ther complicating factors are the
progress COMESA envisages in
reducing tariffs involving the

majority of SADC countries.

Considering these complex fac-
tors which are interwoven in an
almost inextricable manner, it is
impossible to predict the course
regional integration is taking in
Southern Africa. There is reason
to assume, however, that SADC is
strongly resolved to muddle
through current difficulties and to
build on the achievements of the
past. The challenges facing
SADC since the transformatian In
1892 into a regional integration
grouping, are as anticipated and
resemble experiences other re-
gional initiatives embracing mar-
ket integration had to cope with,

At the current stage, two major
challenges have arisen for which
solutions are not yet in sight.
Besides promoting market inte-
gration on a sustainable and eq-
ultable basis, the inherited insti-
tutional weaknesses need to be
addressed. No further steps wero
taken in this matter after a viable
proposal was rejected in 1998,
Nevertheless, considering the
broader integration approach
embedding market integration
into a concept that aims at in-
vestment, production, enhancing
industrial capacities and capabili-
ties in the first place, and with the
solid foundation laid during the
sector co-ordination phase,
SADC is certainly in an advan-
tage position to successfully
meet the challenges and demon-
strate that regional integration
can be an asset for development
in Africa. B

The next EEA Round Table Discussion will take place at Imperial Hotel on August 9, 1999,
at 6:00 PM and will focus on “Addressing the Problem of Poverty in Ethiopia: what are the
Policy Options?” The speakers include Ato Mekonnen Manyazewal, Vice Minister, MEDaC,
Ato Kibur Ghena, President of the Addis Ababa Chamber of Commerce, Sister Jember
Tefera, General Manager of Integrated Holistic Approach, Urban Development Project and
Ato Abebe Shimelis from UN-ECA.

All members of the Association as well as those who are interested to be members of the
Association are cordially invited to attend and participate in this event.
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