Cambridge University Press

978-1-107-18626-2 — Economic Integration in Africa
Richard E. Mshomba

Frontmatter

More Information

ECONOMIC INTEGRATION IN AFRICA

In this work, Richard E. Mshomba offers an in-depth analysis of economic
integration in Africa with a focus on the East African Community (EAC),
arguably the most ambitious of all the regional economic blocs currently in
existence in Africa. Economic Integration in Africa provides more than just an
overview of regional economic blocs in Africa; it also offers a rich historical
discussion on the birth and death of the first EAC starting with the onset of
colonialism in the 1890s, and a systematic analysis of the birth, growth, and
aspirations of the current EAC. Those objectives include forming a monetary
union and eventually an East African political federation. This book also
examines the African Union’s aspirations for continent-wide integration as
envisioned by the Abuja Treaty. Mshomba carefully argues that maturity of
democracy and good governance in each country are prerequisites for the
formation of a viable and sustainable East African federation and genuine
continent-wide integration.

Richard E. Mshomba is Professor of Economics at La Salle University in
Philadelphia. Born and raised in Tanzania, he received a PhD in economics
from the University of Illinois at Urbana-Champaign. He is the author of
Africa in the Global Economy (2000), a Choice Outstanding Academic Book,
and Africa and the World Trade Organization (2009).

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781107186262
www.cambridge.org

Cambridge University Press

978-1-107-18626-2 — Economic Integration in Africa
Richard E. Mshomba

Frontmatter

More Information

Economic Integration in Africa

The East African Community in Comparative Perspective

RICHARD E. MSHOMBA
La Salle University, Philadelphia

55 CAMBRIDGE

&.1p UNIVERSITY PRESS

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781107186262
www.cambridge.org

Cambridge University Press

978-1-107-18626-2 — Economic Integration in Africa
Richard E. Mshomba

Frontmatter

More Information

CAMBRIDGE
UNIVERSITY PRESS

University Printing House, Cambridge CB2 8BS, United Kingdom
One Liberty Plaza, 20th Floor, New York, NY 10006, USA
477 Williamstown Road, Port Melbourne, VIC 3207, Australia
4843/24, 2nd Floor, Ansari Road, Daryaganj, Delhi - 110002, India
79 Anson Road, #06-04/06, Singapore 079906

Cambridge University Press is part of the University of Cambridge.

It furthers the University’s mission by disseminating knowledge in the pursuit of
education, learning, and research at the highest international levels of excellence.

www.cambridge.org
Information on this title: www.cambridge.org/9781107186262
DOI: 10.1017/9781316888896

© Richard E. Mshomba 2017

This publication is in copyright. Subject to statutory exception
and to the provisions of relevant collective licensing agreements,
no reproduction of any part may take place without the written

permission of Cambridge University Press.

First published 2017
A catalogue record for this publication is available from the British Library.

Library of Congress Cataloging-in-Publication Data
Names: Mshomba, Richard Elias, 1954- author.
Title: Economic Integration in Africa : the East African Community in comparative
perspective / Richard E. Mshomba.
Description: New York, NY. : Cambridge University Press, 2017. | Includes
bibliographical references.

Identifiers: LCCN 2017026033 | ISBN 9781107186262 | ISBN 1107186269
Subjects: LCSH: East African Community - History. | Africa, Eastern — Economic
integration - History. | Africa, East - Economic integration — History. | Africa —
Economic integration. | Federal government - Africa, Eastern.
Classification: LCC HC860 .M77 2017 | DDC 330.9676-dc23
LC record available at https://lccn.loc.gov/2017026033

ISBN 978-1-107-18626-2 Hardback

Cambridge University Press has no responsibility for the persistence or accuracy
of URLs for external or third-party internet websites referred to in this publication
and does not guarantee that any content on such websites is, or will remain,
accurate or appropriate.

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781107186262
www.cambridge.org

CAMBRIDGE

Cambridge University Press

978-1-107-18626-2 — Economic Integration in Africa
Richard E. Mshomba

Frontmatter

More Information

To my mentors:
Bishop Dennis V. Durning, C.S.Sp.
Dr. Richard Geruson

Professor Harvey Glickman

@© in this web service Cambridge University Press www.cambridge.org


www.cambridge.org/9781107186262
www.cambridge.org

Cambridge University Press
978-1-107-18626-2 — Economic Integration in Africa

Richard E. Mshomba
Frontmatter
More Information

Contents
List of Figures page x
List of Tables xi
Acknowledgments xiii
List of Abbreviations xvi
1  Introduction 1
2 Regional Economic Integration in Africa 10
Stages of Economic Integration 10
Regional Economic Blocs in Africa 16
Current Members of the East African Community, Excluding
South Sudan 26
South Sudan 30
3 The Colonial Background of the Former East African
Community 34
Economic Cooperation During the Colonial Era 37
Inter-territorial Services Between Kenya and Uganda:
1900-1919 37
Britain’s Aspiration for an East African Federation: 1919-1945 38
The East African High Commission: 1945-1961 40
The Dawn Before the Independence of EAC Countries:
1960-1961 46
4 The Rise and Fall of the Former East African Community 49
Early Years of Independence: 1961-1966 49
The Kampala Agreement 50
The Treaty for the East African Community 53
Transfer Taxes 54

vii

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781107186262
www.cambridge.org

Cambridge University Press

978-1-107-18626-2 — Economic Integration in Africa
Richard E. Mshomba

Frontmatter

More Information

viii Contents
The East African Development Bank 54
Harmonization of Policies and Monetary Arrangements 55
Decentralization of the Common Services and Institutional
Restructuring 55
The Former East African Community: 1967-1977 56
Unrealistic Expectations 56
External Factors 61
Idi Amin 62
Ideological Differences 62
The Ultimate Collapse 66
Intra-regional Trade After the Collapse of the Former EAC 69
5  The Birth and Growth of the Current East African Community:
The Customs Union 74
Customs Union 75
The EAC Customs Union Agreement 75
EAC’s CETs Compared to Pre-customs Union Tariffs 76
Stay Applications and Duty Remissions 78
The Complexity of CETs, Stay Applications, and Duty
Remissions 78
Non-tariff Barriers 85
The Ripple Effect of Non-tariff Barriers 87
The Pervasiveness of Non-tariff Barriers 89
Measuring Non-tariff Barriers 92
Export Bans 95
The Complexity of Non-tariff Barriers 97
Removing Non-tarift Barriers: The Dispute Settlement Procedure 100
Intra-EAC Merchandise Trade 103
6  The Common Market 108
The Welfare Effects of International Labor Mobility 109
Barriers to Labor Mobility in the EAC 111
Poor Infrastructure 112
Tribalism and Nepotism 112
Language Concerns 112
Mistrust of Foreigners 113
Inadequate Awareness of the Common Market Protocol 115
Lack of Harmonization 115
Lack of Political Commitment to the Common Market Protocol 116
The Service Sector 119
7  The Road to a Monetary Union 122
The Benefits and Costs of a Monetary Union 124

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781107186262
www.cambridge.org

Cambridge University Press
978-1-107-18626-2 — Economic Integration in Africa
Richard E. Mshomba

Frontmatter

More Information

Contents ix
Creating a Monetary Union 128
A Closer Look at the Prerequisites for a Monetary Union 129
Additional Prerequisites: The Macroeconomic Convergence
Criteria 132
Some Additional Challenges 150
8  Aspirations for an East African Political Federation 157
Early Efforts for African Unity 157
The Union of Tanganyika and Zanzibar 162
The Benefits and Challenges of a Political Federation 164
Is East Africa Ready to Be a Federation? 166
Fast-tracking an East African Political Federation 172
The Need for Discussion About a Potential EAC Political
Federation 175
The Land Issue 176
The Politics of Oil and Gas Reserves 178
9  Aspirations for Continent-wide Integration 187
COMESA-EAC-SADC Tripartite Free Trade Area (CES-TFTA) 189
Factors That Support the Efforts of the CES-TFTA to Be
a Full-fledged Free Trade Area 191
Challenges Faced by the CES-TFTA in Becoming a Full-fledged
Free Trade Area 192
The Way Forward for the CES-TFTA 195
Applications From Countries Wanting to Join the EAC 195
The Role of the African Union in Creating a Continent-wide
Free Trade Area 197
The Leadership Challenge 200
A Disconnect in the Debate over Regional Economic
Integration in Africa 202
10  Conclusion 206
Bibliography 213
Index 231

© in this web service Cambridge University Press

www.cambridge.or:


www.cambridge.org/9781107186262
www.cambridge.org

Cambridge University Press
978-1-107-18626-2 — Economic Integration in Africa

Richard E. Mshomba
Frontmatter
More Information

Figures

I Map of Africa
II Map of East Africa
2.1 Regional Economic Blocs in Africa
4.1 Trade Diversion Reversal
5.1 Impact of an Unanticipated Export Ban
5.2 EAC Dispute Settlement Mechanism
6.1 The Effects of International Labor Mobility
7.1 Exchange Rate Index, Domestic Currency per US Dollar
(with 2001 as the base year)
9.1 Eight Major Regional Economic Blocs in Africa

page xix
XX

17

60

96

101

109

133

188

© in this web service Cambridge University Press

www.cambridge.org


www.cambridge.org/9781107186262
www.cambridge.org

Cambridge University Press

978-1-107-18626-2 — Economic Integration in Africa
Richard E. Mshomba

Frontmatter

More Information

Tables
1.1 Stages to Establish the African Economic Community page 6
2.1 Regional Economic Blocs in Africa 16
2.2 Membership of African Countries in Regional Economic 18
Blocs (REBs)
2.3 Selected Features of EAC Countries 28
2.4 The Structure of EAC Exports, 2014 29
2.5 Intra-regional Exports, 2008-2014 30
3.1 Intra-regional Trade in East Africa, 1950-1961 43
3.2 Shares of Intra-regional Exports and Imports of Manufactured 44
Goods in 1959
3.3 Revenue Redistribution Through the Distributable Pool, 1962-63 48
4.1 Intra-regional Trade in Manufactured Goods, 1961-1966 54
(£ million)
4.2 Intra-regional Trade in the EAC, 1968-1999 57
4.3 EADB Disbursement of Loans, 1969-1977 (in thousands) 61
4.4 Division of Assets and Long-term Liabilities 68
4.5 Producer Prices of Arabica Coffee in Kenya and Tanzania 70
5.1 Pre-EAC Customs Union Tariffs and Tarifts Agreed to be in 77
Place by 2010
5.2 Sample of Stay Applications and Duty Remissions 79
5.3 Metric Tons of Milled Rice Production, Imports, and Apparent 80
Consumption in Kenya, 2005-2010 (in thousands)
5.4 Kenya’s Imports of Rice by Source, 2006-2010 80
5.5 Number of Non-tarift Barriers as Reported 89
5.6 Ilustration of Covered Ratio 93
5.7 Intra-regional Trade in the EAC, 2004-2014 105
5.8 Share of Intra-regional Merchandise Trade 106

xi

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781107186262
www.cambridge.org

Cambridge University Press

978-1-107-18626-2 — Economic Integration in Africa
Richard E. Mshomba

Frontmatter

More Information

xii List of Tables

6.1 Value of Services as Percent of GDP and the Growth of Exports 119

of Services
7.1 Schedule for the Realization of an East African Monetary Union 123
7.2 Tanzanian Shillings per Unit of Foreign Currency, April 2, 126

2016, in Arusha, Tanzania
7.3 Exchange Rate Index, Domestic Currency per US Dollar (with 131
2001 as the base year)

7.4 Depreciation and Appreciation of EAC Countries” Currencies 132
Against the US Dollar (percentage changes in the value of the
currencies)

7.5 Merchandise Trade (X) and Service Trade (Y) as a Percent 134
of GDP

7.6 Macroeconomic Convergence Criteria 135

7.7 Annual Headline Inflation Rate 136

7.8 Budget Deficits, Including and Excluding Grants, as Percent 138
of GDP

7.9 Face Value and NPV of External Debt, Both as Percentages 141
of GNI

7.10 Tax Revenue as a Percent of GDP 145

7.11 Summary of Estimated Average Annual Tax Revenue Loss Due 147
to Trade Misinvoicing, 2002-2011

7.12 Foreign Reserves — Months of Imports 149
8.1 Levels of Support for Integration and a Political Federation, 173
According to the Wako Committee (percentage)
8.2 Awareness of the Proposed Political Federation of East Africa 173
(percentage)
8.3 Approval of the Proposed Political Federation of East Africa 174
(percentage)
8.4 Land and Population Density in the EAC (2012) 177
9.1 Selected Features of the CES-TFTA and the CEN-SAD, 2013 190

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781107186262
www.cambridge.org

Cambridge University Press

978-1-107-18626-2 — Economic Integration in Africa
Richard E. Mshomba

Frontmatter

More Information

Acknowledgments

Bless the Lord, O my soul; and all my being, praise his holy name.
(Psalm 103:1)

As an undergraduate at La Salle University, my professors gave me many
opportunities to study the economy of Africa, in general, and Tanzania, in
particular. One of my philosophy professors, Michael Kerlin, even revised
his syllabus when he learned I was taking his class to include works by the
first president of Tanzania, Julius Nyerere, a respected political leader and
philosopher.

My master’s thesis and PhD dissertation at the University of Delaware
and the University of Illinois at Urbana-Champaign, respectively, were on
the Tanzanian economy. Since I returned to La Salle University 26 years
ago as a faculty member, the university has generously supported my
research, which has focused on Africa.

Thus, while this book provides only a glimpse of African countries’
fascinating economic and political dynamics, it is, in fact, the culmination
of a lifetime of learning. It also provides an opportunity for me to express
my gratitude to special people in my life and schools and universities that
have believed in me, supported me, and encouraged me over the years.

I do not have adequate words to thank my parents. They worked very
hard as subsistent farmers just to be able to provide the basic necessities.
They had almost no formal education themselves, but they had the love,
fortitude, and vision to send me and my siblings to school. Asanteni sana,
Mama na Baba!

It is truly a blessing that I can count on the support and prayers of my
friends and my immediate and extended families: the Mshombas, the
Durnings, and the O’Hallorans.

Xiii

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781107186262
www.cambridge.org

Cambridge University Press

978-1-107-18626-2 — Economic Integration in Africa
Richard E. Mshomba

Frontmatter

More Information

xiv Acknowledgments

I will be forever grateful to Brothers Patrick Ellis and Emery
Mollenhauer and La Salle University for taking a chance on me and
offering me a full tuition scholarship for my undergraduate studies. As if
that were not enough, La Salle also gave me a job! I must add that La Salle
also gave me a research leave to work on this book. I am very grateful. I also
commend and thank La Salle’s librarians for their expertise and dedication.

I sincerely wish to thank my colleagues in the Economics Department
for their friendship and support and being flexible with schedules to allow
me to take a research leave. My special thanks to Dave Robison who has
consistently passed along to me materials on Africa. In addition, the Dean
(Emeritus) of the School of Arts and Sciences, Thomas Keagy, was all one
could wish for in a dean. I am grateful for his constant support and
enthusiastic encouragement.

In conducting research for this book, I spent time in Nairobi, Kenya and
Arusha, Tanzania at the headquarters of the East African Community
(EAC). I consulted with business associations, traders, politicians, and
many government and EAC officials. I am thankful for their time, informa-
tion, and insight. I thank Jason Braganza for helping me with his own
observations and also for introducing me to a number of government
officials in Nairobi. My special gratitude goes to Philip Wambugu of the
EAC for his insights and also for assisting me, tirelessly, in making
appointments with other officials.

My students’ interest in my work is a constant source of inspiration. I am
grateful for their questions and observations. In particular, I want to thank
Robert McDonough and Emily Schmitt for their assistance in preparing
tables and graphs for this book.

I owe special thanks to Voxi Amavilah who was very generous with his
time in reviewing the whole manuscript and providing very insightful
comments. I have also benefited a great deal from my discussions and
correspondence with my dear friend, Daniel Ole Njoolay. In addition,
I want to offer my sincere thanks to anonymous reviewers for their
extremely useful comments and for their support for publication.

I literally could not have completed this manuscript in a timely manner
without the loving and constant support of my wife, Elaine. She is my
number one cheerleader and trusted in-house editor. With her legal train-
ing and extensive experience as a language teacher, Elaine pays close
attention to detail and organization. I cannot thank her enough. I am
also grateful to our sons — Alphonce, Dennis, and Charles — and our
daughter-in-law, Kelley, for their support. Alphonce and Dennis both
majored in Economics, and their interest in the field in general, and my

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781107186262
www.cambridge.org

Cambridge University Press

978-1-107-18626-2 — Economic Integration in Africa
Richard E. Mshomba

Frontmatter

More Information

Acknowledgments XV

work in particular, has always been a source of joy for me. Charles, who is
in high school, has also enjoyed learning about economics and Tanzania.

The three people to whom I have dedicated this book are very special to
me. Each one, in his own way, has played a significant and direct role in
helping and guiding me through my education and professional life. They
have been a true blessing in my life.

The individuals who helped me with this book or who are close to me
may not necessarily agree with my analysis and conclusions. I also take full
responsibility for any errors or omissions.

—Richard E. Mshomba

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781107186262
www.cambridge.org

Cambridge University Press

978-1-107-18626-2 — Economic Integration in Africa
Richard E. Mshomba

Frontmatter

More Information

Abbreviations

ACP African, Caribbean, and Pacific Countries

AERC African Economic Research Consortium

AGOA African Growth and Opportunity Act

ANAW African Network for Animal Welfare

ASEAN Association of Southeast Asian Nations

AU African Union

BoT Bank of Tanzania

CAT Coffee Authority of Tanzania

CCM Chama Cha Mapinduzi

CEMAC Economic and Monetary Community of Central Africa

CEN-SAD Community of Sahel-Saharan States

CES-TFTA COMESA-EAC-SADC Tripartite Free Trade Area

CETs Common External Tariffs

CFTA Continental Free Trade Area

CIF Cost, Insurance, and Freight

CMA Common Monetary Area

CNDD-FDD National Council for the Defense of Democracy-Forces
for the Defense of Democracy

COMESA Common Market for Eastern and Southern Africa

CPI Corruption Perceptions Index

CUF Civic United Front

DSU Dispute Settlement Understanding

EAC East African Community

EACB East African Central Bank

EAC] East African Court of Justice

EACSO East African Common Services Organization

EADB East African Development Bank

XVi

© in this web service Cambridge University Press

www.cambridge.or:


www.cambridge.org/9781107186262
www.cambridge.org

Cambridge University Press

978-1-107-18626-2 — Economic Integration in Africa
Richard E. Mshomba

Frontmatter

More Information

List of Abbreviations xvii

EAHC East African High Commission

EAMU East African Monetary Union

EBA Everything But Arms

ECA Economic Commission for Africa

ECCAS Economic Community of Central African States

ECGLC Economic Community of Great Lakes Countries

ECOMOG Economic Community of West African States
Monitoring Group

ECOWAS Economic Community of West African States

EPA Economic Partnership Agreement

EPZs Export Processing Zones

EU European Union

FDLR Democratic Forces for the Liberation of Rwanda

FTAAP Free Trade Area of the Asia-Pacific

GATT General Agreement on Tariffs and Trade

GATS General Agreement on Trade in Services

GDP Gross Domestic Product

GNI Gross National Income

GSP Generalized System of Preferences

HDI Human Development Index

HIPC Heavily Indebted Poor Countries

ICC International Criminal Court

ICGLR International Conference on the Great Lakes Region

ICTSD International Centre for Trade and Sustainable
Development

IGAD Intergovernmental Authority on Development

IGADD Inter-Governmental Authority on Drought and
Development

IMF International Monetary Fund

I10C Indian Ocean Commission

JKIA Jomo Kenyatta International Airport

KANU Kenya African National Union

LDCs Least Developed Countries

MDC Maputo Development Corridor

MDRI Multilateral Debt Relief Initiative

MNC Multinational Corporation

MFN Most Favored Nation

MPs Members of Parliament

MRU Mano River Union

NAFTA North America Free Trade Area

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781107186262
www.cambridge.org

Cambridge University Press

978-1-107-18626-2 — Economic Integration in Africa
Richard E. Mshomba

Frontmatter

More Information

xviii List of Abbreviations

NATO North Atlantic Treaty Organization

NGO Non-Governmental Organization

NPV Net Present Value

OAU Organization of African Unity

PAP Pan-African Parliament

PPP Purchasing Power Parity

PRSPs Poverty Reduction Strategy Papers

PTA Preferential Trade Area

REBs Regional Economic Blocs

SACU Southern Africa Customs Union

SADC Southern African Development Community

SADCC Southern African Development Coordination
Conference

SPLM Sudanese People’s Liberation Movement

TANU Tanganyika African National Union

TCCIA Tanzania Chamber of Commerce, Industry and
Agriculture

TAZAMA Tanzania-Zambia Mafuta Pipeline

TPP Trans-Pacific Partnership

TRIPS Trade-Related Aspects of Intellectual Property Rights

UEMOA West African Customs and Economic Union

UMA Arab Maghreb Union

UN United Nations

UNCTAD United Nations Conference on Trade and Development

UNDP United Nations Development Program

WAMZ West African Monetary Zone

WTO World Trade Organization

ZEC Zanzibar Electoral Commission

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781107186262
www.cambridge.org

CAMBRIDGE

Cambridge University Press

978-1-107-18626-2 — Economic Integration in Africa
Richard E. Mshomba

Frontmatter

More Information

WESTERN
SAHARA

MAURITANIA MALI

N

REP OF|
THE | DEMOCRATIC

REPUBLIC

(ZAIRE) RWANDA

ASCAR

Figure I Map of Africa
Source: Bruce Jones Design Inc. Reprinted by permission.
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Figure II Map of East Africa
Source: Sitesatlas.com. Reprinted by permission.
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