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CHAPTER ONE
INTRODUCTION

The Southern African Development Community (SADC) comprises of 14! countries,
with a total population of approximately 215 million people. This big market
provides the opportunity for the countries of Southern African region to exchange
goods and services which are produced in their countries so as to scale up regional
development and in alleviating poverty. SADC in its endeavors to achieve regional
economic integration and smooth trade in the region has developed a Protocol on
Finance and Investment that Member States have acceded to. The Protocol serves to
give legal and practical effect to the commitments that SADC Member States made
through the SADC Treaty and the Regional Indicative Strategic Plan (RISDP). The
Treaty, being the primary document for all SADC goals, has laid out a number of
areas in which Member States are to develop and enhance regional development and
integration on the basis of balance, equity and mutual benefit and in the areas of
trade, industry, finance, investment and mining.

The RISDP on the other hand stems from the objective of regional integration that
the treaty seeks to achieve. As a result the RISDP seeks, among others, to remove
barriers that prevent economic relationships between countries in the Region and to
harmonize the regulatory and legal environments across Member States. Elimination
of Non-Tariff Barriers (NTBs) hence lies at the heart of the SADC integration process.
Its roots are embedded in the belief that SADC region could provide potential
market for its member states through creation of Free Trade Area2. SADC is a
regional integration arrangement of developing countries that would like to
experience, through the dynamics of regional integration, growth and development,
allowing them to catch up with the developed world.

Generally, the economic performance of the region has improved greatly; this is in
terms of growth in output and per capita income of the member states. According to
a study done by the Ministry of Trade and Industry of Botswana in 2007; the
following is the status of the major aspects that affects the economy of individual
countries and the whole region:

(@)  All member countries have recorded positive economic growth over ten years
ago except Zimbabwe. The average growth for all the member countries in year
2007 /08 is 5 percent.

(b) In 2007, the average real GDP grew at an approximate rate of 5 percent.
Angola achieved the highest annual GDP growth rate of 18 percent; other high
performers include Mozambique and Malawi with 7.9 and 7.4 percent respectively.
Zimbabwe recorded the lowest growth of -4.4 percent.

! Angola, Botswana, Democratic Republic of Congo (DRC), Lesotho, Malawi, Mauritius, Mozambique,
Namibia, Seychelles, South Africa, Swaziland, Tanzania, Zambia and Zimbabwe
2 A treaty signed by all heads of member states in August, 2008.
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() The general inflation rate in the region is moving in the right direction
(average of 17.3 percent’) even though it is still higher than the Sub Saharan Africa
and the SADC macroeconomic target of achieving a single digit by 2008. The high
inflation rates have been attributed to the persistent high and volatile oil prices.

(d)  The growth driver for the whole region is trade. These drivers of the overall
SADC export performance include minerals e.g. diamonds from Botswana, Tourism
and manufactured goods and an increased oil production in Angola.

()  Trade balance and current accounts: Botswana, South Africa and Mauritius
have achieved current account surpluses for most of the period.

®) In terms of the external debts by the member countries, the region has also
achieved progress in the reduction of external debt. By 2005, the external debt was
on average 24.3 percent of GDP.

(g) HIV/AIDS as a cross cutting issue: The average prevalence rate is about 18
percent. Botswana and Swaziland have the highest rates with life expectancy
reduced to almost 50 percent. Madagascar has the lowest rates.

The above mentioned positive gains can be sustained by the increase in regional
cooperation and increase in exchange, but can be thwarted by the existence of low
investments in the region, existence of trade and non trade restrictions that may exist
in the member countries. The assumption put forward is that, with the elimination of
Non-Tariff Barriers in the member countries will boost cross border investments,
trade in the region and speed up the integration process and the growth process.

Under its RISDP strategic plan, SADC has approximated benefit for over 200 million
people in the region due to an implementation of the Free Trade Area agreement
within the bloc. In order to attain this objective, there are some aspects that are
expected to be addressed. Some of them include gradual elimination of tariffs,
adoption of common rules of origin, harmonization of customs rules and
procedures, attainment of internationally accepted standards, harmonization of
sanitary measures, elimination of Non-Tariff Barriers, and liberalization in trade and
services. This study reviews the level of implementation of these objectives.

1.1 Research Problem

The SADC Treaty was signed in 1992 with the objective of creating development
impetus in the community that would achieve economic integration, including trade.
Through regional cooperation and integration, the Community aims to provide
balanced economic growth and development, political stability, and security for all
14 members. The Trade Protocol has been successful in establishing a SADC free-
trade area, officially launched in August, 2008. Furthermore, the regional body has
adopted a program called Regional Indicative strategic Development Plan (RISDP)

3 Excluding Zimbabwe’s Inflation rate which is recorded to be more than 4,000 per-cent by early 2008.
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aiming at strategic deepening integration in design and formulation of SADC
programmes, projects and activities. (ESRF, 2007)

Establishment of the FTA under SADC has particularly grouped products under
three main categories (A, B, and C). Category A (mostly capital goods and
equipment) are to be liberalized in the first year; Category B (e.g. goods that
constitute important sources of customs revenue) are to be liberalized gradually as
from 2008 and Category C (products deemed sensitive by member states), which are
limited to a maximum of 15% of each member's total merchandise trade, are to be
liberalized by 2012. In addition, a fourth category of products (Category D), covers
products ineligible for preferential treatment under general and security exceptions
permissible under Articles 9 and 10 of the Protocol: these are expected to make up a
small list of products, so that by 2010 about 98% of intra-SADC merchandise trade
will be duty-free. The phase-down offers (i.e. under Categories B and C) are country
specific.

The SADC Subcommittee on Customs Cooperation and Trade Facilitation finalized
discussions on customs documentation (i.e. the format of bills of entry and
certificates of origin), and commenced the monitoring process for removal of Non-
Tariff Barriers (NTB) by member states by establishing systems for electronic
validation of certificates of origin. A notable progress has been made on
harmonizing customs and trade documentation. SADC rules of origin are being
negotiated on a product-by-product basis. Negotiations on specific rules of origin are
continuing for certain products.

The SADC Trade Protocol identified several NTB measures to be eliminated, such as
import/export quotas, customs procedures, and export subsidies; it excludes other
important Non-Tariff Barriers (e.g. local-content requirements, levies and other
charges, and import/export licensing). The state of the art of this process is not
documented yet; this survey aims to fill this lacuna by presenting the current
situation within the member states.

The 2004 inventory report on NTBs in SADC countries noted the presence of NTBs
in the region and therefore redefined NTBs as “any regulation to trade other than tariffs,
other discretionary policies that restrict international trade”. The report grouped NTBs in
the region into three broad categories as follows:

(@) Health, safety and environment NTBs: These barriers include exports bans,
restrictive  Sanitary and Phyto-Sanitary (SPS) requirements, standards and
conformance requirements;

(b) Trade policy NTBs: These barriers include broader policy measures, including publ
ic

export assistance, export taxes, import licenses, import quotas, production
subsidies, state trading and import monopolies, tax concessions, trade remedy
practices (such as antidumping, safeguard and countervailing measures);
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(c) Administrative NTBs: These barriers include customs clearance delays, lack
of transparency and consistency in customs procedures, overly bureaucratic
and often arbitrary processing and documentation requirements for
consignments, high freight and transport charges, and generally,
services that are not user-friendly. These NTBS apply to both industrial and
agricultural produce and act as hindrance to free trade in the regions.

In East African countries, the East African Business Council (EABC)
study of 2005 identified a number of Non-Tariff Barriers (NTBs) being applied to
restrict trade in member countries violet the EAC CU agreement on free trade.
Article 11 of the EAC on Custom Union (CU) states that, “Quantitative restrictions
on imports and all measures having equivalent effects shall be prohibited between
the Partner States6 Also Articles 12 -14 adds more on discrimination issue and how
to handle the matter. For the sake of understanding the types and magnitude of the
NTB problems in EAC member states, the EABC conducted a business climate index
study. The survey Covered 584 business enterprises operating in agriculture,
manufacturing, trading, services sectors, construction and others, and 62
government ministries, departments and agencies. The study analyzed cross-border
barriers affecting business in the East Africa region. This study found that NTBs do
exist in EA countries and are significantly affecting business operations in the region.
The existence of NTBs was widely acknowledged by the business enterprises in the
region as well as within the government departments in all the EAC countries. Since
the SADC region is heading towards common market agreement in few years to
come, it is imperative to conduct such study that has not been conducted in the
SADC region. The NTBs noted in the EABC study do affect the SADC member states
since some EA countries like Tanzania are also SADC members. The existence of
Non-Tariff Barriers (NTBs) and other business climatic factors that act as
impediments towards the realization of smooth trade and investment in the region is
a manifestation of absence of free trade environment in EAC and SADC regions,
notwithstanding the custom union (CU) protocols signed by the member states.

The study aims to assessing the role of trade, take a stock of current NTBs and other
protection measures existing in the region and its impact in investment promotion,
trade liberalization, implementation of free trade area (FTA), trade creation in the
region, industrialization, employment creation and its impacts in poverty alleviation,
challenges and opportunities for exchange in the member states. Since the problem
of multiple membership between various regional brocks, such as SADC, EAC,
COMESA etc, has not been resolved by the members, the study aims to study and
document its impacts in trade and get the views of the member countries on how to
resolve the problem.

1.2  Objectives of the Study and Research Questions

In the SADC Trade Protocol, it is stated that the Southern African region has
potentials to offer to each other. The offer ranges from an array of natural resources,
tourism, trade in goods and services and, added to all these are the diversity of
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historical and cultural lifestyles of the people of the region. The objectives of the
protocol are, inter alia, to use trade as a vehicle to promote trade (business) and
investments and achieve sustainable social and economic development through the
full realization of existing potential in the region and to ensure equitable, balanced
and complimentary economic development of the region through exchange of goods
and services.

The objective of the project is to promote the sustainable trade sector and the
economic growth by exploring all the possibilities such as promoting investment
levels in the region. And this is being targeted by eliminating trade and non trade
restrictions in the Southern African region. Specifically, the study aims at:

1 Identifying the Non Trade Barriers (NTBs) hindering promotion of the
regional cross-border trade (business) and investments based on member
country comparative advantages;

{1 Undertaking a review on the implementation of the current SADC free
trade protocol and business environment promotion efforts;

1 Assessing the views of business community on the existence and type of
Non tariff barrier that impede trade and investment in the region;

1 Drawing up policy recommendation based on the research findings

The study aims to answer a number of questions i.e.: What trade barriers do exist in
the region? How do these trade barriers hamper trade and investment promotion in
the region? What is the link between improved business environment and increased
local and FDI in the region? How competitive is the region for attracting FDI? How
can we speed up regional integration? The answer to these questions could provide a
starting gear for the move towards an improved regional integration.

1.3  Significance of the Study

For many years, research has been a key tool towards making informed decisions
and formulation of sustainable policies world wide; this research therefore is
expected to fill the knowledge gap on the existing trade restrictions in the SADC
region and propose measures on how to eliminate them. The elimination of the trade
impediments will promote regional investments, scale up exchange of goods and
services, spur economic growth which is a necessary condition for poverty
alleviation, promote socio-economic cooperation within which will directly
contribute to the improved political and trade relations within the region. This is
because each country has something to produce and offer to others based on the
theory of comparative advantage.

Since the SADC protocol has been signed by member states, the formal and non-
formal restrictions to protect trade especially on agricultural products continue to
exist; this impacts negatively on trade. Hence a need to study these trade barriers
and on how they impact on trade and the cross-border investments. The presence of
free movement of goods and services can scale up production due to the market
access and assist in poverty reduction initiative in the member countries. The project
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envisages coming up with strategies and recommendations for promotion of cross
border investments, development of trade policies that supports this objective, NTB
elimination strategy and regulatory framework and the trade relations in the region.

Another important component of this study is that it will act as an advocacy tool by
the business community to persuade their governments to fully support the
interventions geared towards elimination of some NTBs in order to increase
investments and trade in the region and avoid reciprocity in trade restrictions and
bring closer cooperation between member states by using regional sharing of
experiences to meet national objectives. It will also speed up the development of
infrastructures that support investments and trade, strengthening the business
regulatory framework and institutions and the sharing of skills and knowledge on
the management of natural resources for poverty alleviation.

14 Methodology

This study is mainly based on a desk review where a range of literature on NTBs,
trade and investment was reviewed and analysed. To achieve the objectives of the
study, perception of business and Non State Actors (NSAs) has also been gauged
through interviewed conducted in Tanzania. In addition, a review of the trade
protocol, finance and investment protocol and the Regional Indicative Strategic
Development Plan (RISDP) were undertaken to set the background to the analysis of
the constraints limiting intra-SADC trade and investment. In order to identify NTBs
and perceived challenges and opportunities associated with intra SADC trade and
investment, we also conducted a survey of both enterprises that handle day-to-day
trade activities, and also non-state actors*. Forty (40) enterprises were randomly
selected across all sectors from 3 regions of the country. Twenty-five (25) of them
were from the capital Dar es Salaam, eight (8) were from Mwanza City and seven (7)
from Arusha City. In addition, ten (10) non-state actors were also selected
representing private sector associations, professional associations, and civil society
organizations. For both cases, an interview checklist was administered to the entities.

14.1 Type of Data

Both primary and secondary data have been employed in order to get a deep
analysis. Both quantitative and qualitative information have been included in the
study.

(a) Primary data

As pointed out earlier, primary data was collected from the businesses (traders,
exporters, transporters of goods and some of the service providers in the region) and
NSAs. The collected information include data on, cross border investments and
NTBs (e.g. customs administrative requirements, road blocks, weighbridges,
immigration issues, licensing, transiting, municipal permits, council permits,
standards and certification) in the SADC trading region.

4 This was done in Tanzania only. More interviews will be conducted to capture perception of
businesses in four more SADC member countries
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(b) Secondary data

Several authoritative institutions and official publications were identified as
important sources of secondary data for this study. Official publications included
UNCTAD reports, and RTFP reports. In Tanzania, a number of institutions were
consulted in order to obtain data and relevant information. These included, The
Ministry of Trade, Industries and Marketing, The Ministry of Agriculture Food
Security and Cooperative (MFSC), National Bureau of Statistics (NBS), Tanzania
Investment Center (TIC), and The Bank of Tanzania (BOT). Research institutions and
libraries were greatly utilized in providing rich sources of data for this study.

1.4.2 Method of Analysis

This analysis and therefore the findings of the study are to a larger extent the
outcome of a review of the findings from the literature, but also a comparative and
trend analysis using the information on NTBs, Tarde and investment in the SADC
region.

1.5 Organization of the Report

After this introductory chapter, the report outlines the SADC Trade Protocol,
Finance and Investment Protocol and the Regional Indicative Strategic Development
Plan (RISDP) goals and objectives in Chapter 2. Chapter 3 reviews the relevant
literature while Chapter 4 presents type, nature and intensity of the NTBs in relation
to intra SADC trade and investment.

. Chapter 5 makes the major conclusion and recommendations.
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CHAPTER TWO

SADC TRADE PROTOCOL, FINANCE AND INVESTMENT
PROTOCOL AND THE REGIONAL INDICATIVE
STRATEGIC DEVELOPMENT PLAN (RISDP)

21 Introduction

This chapter looks at the progress in the implementation of the SADC Protocol on
Trade and at the possibility of the attainment of a sound economic integration in
SADC, as agreed upon by the member states under the SADC Memorandum of
Understanding on Free Trade Area. Furthermore, the chapter elaborates the
Regional Indicative Strategic Development Plan (RISDP) of SADC and review the
progress based on recent developments and trends in elimination of NTBs within
SADC.

The member states of SADC have committed themselves to the SADC Trade
Protocol (SADC, 1996) and have adopted the Regional Indicative Strategic
Development Plan (SADC, 2003) as main instruments in achieving regional
economic integration. In this context, SADC has established a Free Trade Area (FTA)
in August, 2008; aims at establishing Customs Union by 2010, a Common Market by
2015, Monetary Union by 2016 and a regional Central Bank with a common currency
by 2018. This chapter focuses on the first target of an established Free Trade Area
(FTA).

In order to construct and maintain a strong FTA, SADC has identified the need for
member states, among other things, to gradually eliminate tariffs and non-tariff
barriers among themselves as a way of harmonizing policies and other economic
instruments, and to diversify their industries and thereby their export products. In
order for this to be put into action, SADC adopted, among other economic strategies,
an elimination of non- tariff barriers (SADC 2003:32) strategy.

The agreement to eliminate Non-Tariff Barriers to trade (NTBs) and to adopt
common Rules of Origin (RoO) has been reached by all SADC member states.
However it is unanimously appearing that NTBs are on the increase in the region to
the extent that intra-SADC trade is now skewed towards the more advanced South
African economy (Shilimela, R and Hansohm, D 2007). SADC member states have
committed themselves to the removal of NTBs which include the harmonization of
customs rules and procedures, the harmonization of Sanitary and Phyto-Sanitary
measures (SPS) and the implementation of common Rules of Origin.

However, the SADC mid-term reviews give the impression that the new Rules of
Origin are more complicated and cause an increase in NTBs (The Service Group
2004, 2007; Kalenga, 2005). Furthermore, the auditing process implemented by The
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Service Group (TSG) in 2007, when assessing the progress in implementing SADC
Protocol on Trade, as well presents a number of challenges which are being faced by
the member states.

2.2 Elimination of Non Tariff Barriers (NTBs) in SADC

Following the Uruguay round for negotiation of Marrakesh 1994, all SADC countries
became parties to the World Trade organization (WTO). The Uruguay Round agreed
on trade liberalization measures, which among other things envisage the lowering
and elimination of tariffs and non-tariff barriers to global trade. A non-tariff barrier
(NTB) has been defined as “any regulation of trade other than a tariff or other
discretionary policy that restrict(s) international trade”. These include export
prohibitions; export quotas; export licensing; export duties and levies; and minimum
export prices. Other NTBs do exist for legitimate reasons such as consumer
protection or as a component of the business methods necessary for doing trade,
they are sometimes referred to as legitimate “trade measures”. These measures only
become genuine NTBs when they are implemented in such a way that they add
unnecessarily costs or inhibit trade, or are applied in an illegitimate manner.

Non-Tariff Barriers (NTBs) fall under three broad categories. These are:

e Health, Safety and Environment NTBs: These barriers include exports bans, SPS
requirements, standards and conformance requirements;

e Trade Policy NTBs: These barriers include broader policy measures including
public export assistance, export taxes, import licenses, import quotas, production
subsidies, state trading and import monopolies, tax concessions, trade remedy
practices (such as anti-dumping, safeguard and countervailing measures); and

e Administrative NTBs: These barriers include customs clearance delays, lack of
transparency and consistency in customs procedures, overly bureaucratic and
often arbitrary processing and documentation requirements for consignments,
high freight and transport charges, and generally, services that are not user-
friendly.
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2.3 SADC Trade Protocol

As pointed out earlier, the SADC Member States agreed and have established a Free
Trade Area (FTA) under the SADC Protocol on Trade (SPT). The Free Trade Area is a
step along the path towards deeper regional economic integration - which is a key to
the strategy and objectives of SADC. Deeper integration is reached through a series
of stages. Under this FTA, a group of countries eliminate tariffs and non-tariff
barriers on trade between them. A member country however, may maintain its own
tariffs on other traders who are non members. The legal basis for the FTA is the
Protocol on Trade. The Protocol on Trade, signed in 1996 and in effect since 2000, is
one of the Protocols entered into by SADC Member States to give legal and practical
effect to their commitments under the SADC Treaty. The Protocol on Trade commits
members to phase out existing tariffs, to harmonize trade procedures and
documentation within SADC, to define SADC Rules of Origin and to reduce other
barriers to trade.

Article 6 of the SADC Protocol on Trade (SPT) commits member states to eliminate
“all existing forms of Non-Tariff Barriers (NTBs) and “refrain from imposing any
new NTBs” in relation to intra-SADC trade. Article 6 is concerned specifically with
NTBs impinging on intra-SADC trade. The patterns of intra-SADC trade, in terms of
trading countries and the commodities, products and services traded, are important
to the identification of NTBs and the assessment of their relative importance.
Countries with high incidence of NTBs and high engagement in intra-SADC trade
will potentially have most impact in liberating intra-SADC trade through the
elimination of NTBs. As far as this implementation of Article 6 is concerned, the
progress has in general been very limited. Following this directive, Regional
Indicative Strategic Development Plan (RISDP) was formed to facilitate the
implementation of the agreed objectives.

24 Finance and Investment Protocol

Efforts to attract foreign direct investment to SADC have not been easy since most
countries are rated in the high-risk category either because of conflicts within the
respective countries or in the neighbouring countries. In particular, the economic
outlook has suffered from the scars of long military conflicts in Angola and the
Democratic Republic of Congo (DRC). In addition, the diverse investment
framework in member countries has been an impediment. However, the end of the
civil war in Angola and the relative calm in DRC and the implementation of the
reform agendas has ushered in a period of optimism. In this context it may be
observed that some SADC countries that have created an enabling environment in
terms of putting in place laws and regulations and provisions for supporting
mechanisms to ensure the viability and competitiveness of investments have
succeeded in attracting substantial investments.

Under the MOU on cooperation on investment, Member States have, through their
Investment Promotion Agencies (IPAs), agreed to facilitate and stimulate investment
flows and technology transfer and innovation into the region. The MOU covers
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elements of a would-be SADC investment framework, including most favoured
nation treatment, general exemptions, transparency, repatriation of investment and
returns, investment protection, corporate responsibility, sourcing of requisite skills,
promotion of local and regional entrepreneurs and optimal use of natural resources.
It also covers environmental measures, right to regulate, capital movements,
competition, taxation, trade, investment and industrial policy, harmonisation of
policies and laws, conditions favouring least developed countries, adherence to
international conventions and practices and regional cooperation and investment.

In addition, the MOU provides for investment promotion agencies, the role of SADC
Secretariat, relationship with other organisations, bilateral investment treaties, access
to courts and tribunals, and settlement of investment disputes. While the MOUs are
not legally binding, some of them are being implemented. An example of this is the
MOU on cooperation in respect of development finance institutions (DFIs). Under
this MOU, Member States have agreed to establish a Network of Development
Finance Institutions of SADC made up of all DFIs. The objectives of the network
include collaboration in project financing, investing jointly in new institutions,
collaborating in the establishment of appropriate institutional arrangements and
mechanisms to facilitate the cooperation of DFIs and to meet the development
finance needs in SADC region; and cooperating in capacity building initiatives
including the exchange of personnel. In order to strengthen the Network, it was also
agreed to establish a sub-regional Development Finance Resource Centre (SADC-
DFRC) as a centre of excellence and a hub of the Network, as well as to create a
SADC Development Fund. However, in 2003 a report presented to SADC
recommended the establishment of a Project Preparation Development Fund (PPDF)
instead of the SADC Development Fund. The objectives of the PPDF include creating
an improved investment climate in the region by financing regional projects;
providing pre-financing capacity by filling funding gaps in the form of technical
assistance for project identification, preparation and feasibility studies; and
participating in project financing. Both of these mechanisms would support the DFIs
in their efforts to address development and poverty eradication in the region. The
Network and Development Finance Resource Centre DFRC are up and running.

The core responsibilities of DFRC include inter alia capacity building and training of
managers and staff of DFIs; providing support for the strengthening of DFIs in their
operations; offering policy research and analysis capability for the SADC region, and
engaging in confidence building measures within the SADC region for the purpose
of supporting investment. These are important functions, which if carried out
effectively could help build robust DFIs that, are needed to develop the private
sector including SMEs in the SADC region. Functioning DFIs would help to fill the
supply gap for long-term development finance. Also they would serve not only as
effective vehicles for channelling financial resources destined to private sector but as
partners with international financial institutions. As we shall see below, the limits to
the effectiveness of EU financial institutions in assisting SMEs development are
partly set by the lack of credible development finance institutions capable of
working with them in a complementary manner.
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In addition to the above strategy to provide an enabling environment for investment,
another complementary strategy being pursued by SADC is the Spatial
Development Initiative (SDI). An SDI is a flexible approach to planning and
implementing an economic development effort in a defined spatial area. Its principal
goal is to stimulate investment and job creation in areas with under-utilised
economic potential. Underlying the SDI approach are important principles which
include existence of real economic potential, the necessity of mobilising private
sector resources, the necessity of applying scarce public sector resources where they
can make most impact, and the necessity of sharing benefits of economic growth
with those who were previously excluded. A critical characteristic of the SDI
strategy is to develop first class competitive infrastructure as a precondition for
attracting investment into export oriented business. Also, the strategy requires that
countries in the region should pursue sound economic policies that lead to consistent
and relatively stable growth rates, prices, exchange and interest rates and low
inflation.

The successful implementation of the Maputo Development Corridor and other
development corridor initiatives is an indicator of their potential to bring in much
needed private investments into areas of under-utilised economic potentials.

The recent moves toward deeper market integration under the SADC Trade Protocol
is a significant development that complements efforts being made to attract the
much-needed FDI. The protocol is expected to create an enlarged regional market
with free movement of capital and finished products. In addition, greater effort is
being directed to ensuring sustained performance of macro-economic fundamentals,
continued political stability and the implementation of, and commitment to,
financial sector reforms that are aimed at integrating the region’s financial services
market. Also priority is being given to the development of infrastructure such as
transport and communication, electricity and water as well as human resources.
Implementation of the various initiatives cited above will go a long way in making
SADC an attractive environment for private investment.

2.5 Regional Indicative Strategic Development Plan (RISDP)

The RISDP is an implementation instrument of the SADC priority agenda
formulated in 2003 in order to provide the SADC Member States with a
comprehensive integration and therefore, development agenda on social and
economic policies over the coming 15 years (SADC, 2003). The plan is designed to
provide strategic guidance and/or direction in implementing the SADC
programmes, projects and activities. In terms of its scope, RISDP links up strategic
objectives and priorities with policies and strategies that ought to be implemented
for realization of specified integration and development goals. In addition to priority
and/or strategic intervention areas, RISDP has presented a financing mechanism
where various sources of funding and strategies of resource mobilization are also
discussed.
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Most of the past SADC policies, strategies and programmes were not properly
coordinated because they were designed independently by individual Sector
Coordinating Units before they were grouped into clusters under various
Directorates. Thus, inter-sectoral linkages tended to be weak. The RISDP has
subsequently identified and strengthened the sectoral linkages with a view to
improve efficiency and delivery of the SADC Programme of Action (SPA). It should
further be noted that in view of the need to monitor and evaluate (measure)
progress, the plan sets targets that indicate major milestones towards the attainment
of the set goals.

2.5.1 RISDP Goals and Objectives

As noted earlier, SADC has adopted a Regional Indicative Strategic Development
Plan (RISDP) primarily to be able to strategically provide direction in designing and
formulating the SADC programmes, projects and related activities. This plan is
further intended to provide guidelines and development policy agenda to key
implementers of SADC programmes, projects and activities.

The ultimate objective of the RISDP is to deepen the integration agenda of SADC
with a view to accelerate poverty reduction and in attainment of other economic and
non-economic development goals (SADC, 2003). According to the RISDP, SADC is
committed to deepening the integration processes amongst its 14 members as part of
its strategy to achieve development and economic growth, alleviate poverty,
enhance the standard and quality of life of the people of the region, and provide
support to the socially disadvantaged through regional integration. As can be
depicted from the Memorandum of Understanding (MOU) on Macroeconomic
Convergence adopted in 2001, chief among the vital measures, is for Governments to
facilitate deepening integration processes by ensuring sound macroeconomic
management in their respective countries.

CHAPTER THREE
LITERATURE REVIEW AND THE EXISTING NON-TARIFF BARRIERS IN
SADC

3.1 Introduction

A great deal of research has documented that developing countries still have an
important market access agenda in the aftermath of widespread tariff liberalization
undertaken by developed and developing economies. This chapter offers an
overview of the available literature on Non-Tariff market issues that seem to affect
most of these developing countries, both in and intra-developing country trade and
an extra-developing country trade perspective. The review begins at a global level,
complemented by a region-based overview of non-tariff barriers affecting intra-
regional trade among developing countries. Relevant literature and case studies
undertaken by scholars, trade analysts, governments, and international
organizations form the basis of this review.
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3.2 Global Trends in NTBs affecting Development Countries
Globally, the existing body of literature conveys a few key findings and trends
pertaining to developing countries. Most analysts observe that the utilization of
certain types of NTBs affecting these countries, such as quantitative restrictions, have
markedly decreased in the post-Uruguay Round setting (McGuire et al, 2002;
Stephenson, 1999; Pacific Economic Cooperation Council (PECC), 1995;
Estevadeordal and Robert, 2001; Arnjadi and Yeats, 1995%6). The remaining post-
Uruguay NTBs, according to the frequency ratio analyses conducted by
Michalopoulos (1999) and others, appear to be more prevalent in developing than in
developed-country markets, although they have decreased over time. Michalopoulos
(1999) notes that frequency ratios of quantity and price control measures tend to be
higher in countries with lower levels of per capita income and lower degrees of
openness. A seemingly greater prevalence of these NTBs in trade among developing
countries is however difficult to demonstrate given that the existing literature
focuses predominantly on barriers to developing countries trade in their major
export markets, which generally are the markets for the Organization for Economic
Cooperation and Development (OECD)e.

Although existing literature relies on a range of different, not always transparent
approaches for identifying measures of concern to developing countries, it
frequently focuses on quantity control measures —non-automatic import licensing,
quotas, and tariff rate quotas. These measures may also attract attention because
their effects are by nature easier to quantify and analyze than is the case for most
other types of NTBs. Researchers report that the frequency of NTBs for processed
goods far exceeds those applied to primary commodities.

Laird (1999a) finds that the primary NTBs affecting developing countries” market
access to both OECD and non-OECD markets are essentially the same, consisting
primarily of:

1 import licensing systems (including allocation of tariff quotas);

1 variable levies and production and export subsidies (in the agricultural
sector);

1 import/export quotas (in textiles and clothing sector) and local content &
export balancing requirements (automotive industry);

1 export subsidies to develop non-traditional manufacturers (administered as
tax breaks or subsidized finance, as direct subsidies have almost disappeared
under fiscal pressures); and

1 state trading operations.

® Similar definitions are often used in the literature. See for example Don P. Clark, Non-tariff measures and
developing country exports, The Journal of Developing Areg’7, January 1993, pp. 163-172.

® See for example, Bhattacharryya and Mukhopadyaha 2002a; Bhattacharryya and Mukhopadyaha
2002b; COMESA 2003; The Economic Commission for Latin America and the Caribbean (ECLAC),
2001; Haveman and Shatz, 2004a; Haveman and Shatz, 2004b
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Another perspective comes from other available research that identifies a different
prevalence of various types of NTBs according to whether developing countries
trade with developed countries or among themselves, as described below:

3.2.1 Observations regarding NTBs in trade with developed countries

A review of the existing literature suggests that technical regulations, price control
measures and certain other measures are particularly frequently subject to concerns
voiced about access to developed country markets.

a) Technical Barriers to Trade (TBT): While recognizing that technical measures
may serve legitimate purposes, it is also evident that they can be important obstacles
to exports to developed countries whose technical regulations, standards and
conformity assessment procedures may effectively serve as border-protection
instruments (Wilson, 2000; Wilson, 1999; Stephenson, 1997; Michalopoulos, 1999).
Despite their adverse effects, Nixon (2004) argues that these measures can also have
a positive effect for developing countries by spurring new competitive advantages
and investment in technological capability, should enterprises in developed
countries act offensively. This scenario is less likely to materialize in LDCs, given the
significant technological and financial constraints faced.

b) Sanitary and Phyto-Sanitary measures (SPS): The literature also reveals that
animal health and plant protection measures may, in some cases, appear to be
unnecessarily protectionist. These measures are of special importance to developing
countries given the share of their agricultural exports. A quantitative analysis of the
impact of a specific SPS standards implemented in the European Union (EU) found a
decrease in African exports of 64% or USD 670 million in this market (Otsuki, Wilson
and Sewadeh, 2001). The emergence of biotechnology, and international trade in
biotechnology, has recently spurred the use of restrictive measures that are costly
and burdensome for developing countries (Zarrilli and Musselli, 2004).

¢) Other measures: The literature shows a growing concern about measures in
developed-country markets that may have trade-restrictive effects. At issue are rules
and regulations associated with environmental, national security, labour and other
social standards (Michalopoulos, 1999; Bhattacharyya 1999; Bhattacharyya and
Mukhopadhyaya, 2002b). While these are Ilegitimate areas for regulation,
bioterrorism rules, child labour clauses, and environment standards are at times
perceived as being more trade restrictive than necessary to achieve intended goals.
Discussion of this arena is highly politicized where only few objective studies exist
that quantify or thoroughly examine the impact of these measures on developing
countries” exports.

3.2.2 Observations regarding NTBs in trade among developing countries

As mentioned above, there is a shortage in studies that have been done, examining
intra-developing country trade from the perspective of NTBs. There is a growing
tide of research interest directed at issues affecting trade among developing
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countries. However, the existing analysis still focus on tariffs and tariff liberalization
or more generally on avenues for cooperation among developing countries.

Given this void with respect to NTBs, the best sources of information are studies on
barriers to trade taking place among developing countries belonging to regional
trade agreements (RTAs)”. However, a warning is that, the findings drawn from
these studies reflect barriers to these intra-regional exports (which are concentrated
on Asia and Latin America) and not barriers to trade with developing countries in
other regions (which is a significant portion of trade for the Middle East and Africa).

A few general observations can be made and are noted here. More specifically,
customs procedures, para-tariff measures, and some other forms of NTBs are
observed to slow the pace of liberalization and market access improvement in intra-
developing country trade.

a) Customs and Administrative procedures: The literature on intra-developing
country trade reports significant problems associated with cumbersome and
inefficient customs and administrative bureaucracy. Customs procedures are
generally not automated; customs valuation tends not to based on market prices; the
customs clearance process is long and complex; and weak customs administration
leads to border smuggling. Combined, inefficient procedures and excessive
formalities may result in a high degree of non-official trade that is not reflected in
South-South trade statistics (Daly et al., 2001).

b) Para-Tariff measures: Where intra-regional tariffs have been lowered or
eliminated as a result of regional co-operation, Regional Trade Arrangements among
developing countries witness an upsurge of import surcharges and other additional
charges. This seems to reflect the problem of fiscal dependence of most developing
countries and Least developed countries (LDCs) on imports and their need to erect
new charges to compensate for the loss of tariff revenue. This type of NTB is
particularly prevalent among smaller developing countries and Least developed
countries (Daly et al., 2001).

c¢) Other obstacles: The existing literature identifies other barriers that are not
considered conventional NTBs. Geographical and infrastructural features emerge as
sizeable barriers to trade among developing countries, particularly in landlocked
countries (Coulibaly and Fontagne, 2003). Growth in trade among developing
countries depends also on improvements in property rights, good governance, and
sound institutions (Agatiello, 2004).

3.3 Regional Trends in the Use of NTBs
The NTBs that countries face are determined by who its major trading partners are
and the composition of exports to those markets. Therefore, the identification of

" See for example; Berlinski, 2002; The Association of Caribbean States (ACS), 2003; Bhattacharyya and
Mukhopdhyaya, 2002.
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NTBs warrants a detailed analysis, as is exemplified by the large number of region-
specific studies in existence.

Findings from regional studies point to subtle differences among the NTBs that
affect the exports of each region:

3.3.1 The Region of Asia and the Pacific

Trade in this region has been characterized by labour-intensive products,
particularly textiles and garments. Tariff quotas applied under the Multi-Fiber
Agreement (MFA), which has since expired, and technical regulations (especially
labeling) emerge in the literature as being the most significant NTBs in terms of the
volume of exports affected (The Economic and Social Commission for Asia and the
Pacific (ESCAP), 2000; Bhattacharyya and Mukhopadhyaya, 2002a and 2002b;
Bhattacharyya, 1999).

3.3.2 The Region of Latin America and the Caribbean

These tow regions consists of countries which are competitive agricultural exporters.
Sanitary and Phyto-Sanitary standards and agricultural export subsidies emerge as
the main issues impeding market access to major OECD markets (ECLAC 2003, 2001,
1999). A quantitative analysis of the incidence of Non-Trade Markets in Latin
American countries shows a growing trend in the incidence of technical measures
(Inter-American Development Bank (IDB), 2002). Also issues relating to
antidumping, particularly for steel, are reported to affect the larger economies of the
region (to countries such as Brazil, Mexico, Argentina, Chile) (Scandizzo, 2002).

3.3.3 [IStudies on Africa and the Middle East

These studies indicate that key N'TBs faced by exports from these regions, such as
quantitative restrictions and special import charges, do not have a significant
restrictive effect but instead reveal that certain NTBs, notably MFA quotas and the
Voluntary Export Restraints (VERs), have helped their exporters by shielding them
from competition from other developing regions (Stern and Gugerty, 1996; Arnjadi
and Yeats, 1995). More than complaining about a particular effect of an NTB, these
documents reflect concern about the heavy concentration of an array of NTBs on
strategic products of export interest to the region, namely the energy sector.

3.3.4 The European Union

The European Union (EU) has proved to be the principal export market and the
possibility of future accession. Studies covering Europe and Central Asia register
strong concerns about barriers pertaining to stringent Technical Barriers to trade
(TBT) and Sanitary and Phyto-Sanitary measures (SPS) rules (Hanspeter et al, 2001).
For this region, literature is extremely limited.

CHAPTER FOUR
ELIMINATION OF NON TARIFF BARRIERS (NTBs) IN THE SADC
This chapter presents the findings of the analysis on Non Tariff Barriers (NTBs),
Intra SADC investment and trade. This analysis and the subsequent results are
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meant to answer the research questions presented earlier on existing NTBs and other
barriers that impede on intra SADC investment and trade; perception of the business
community and NSAs on NTBs, trade and investment in the SADC; and policy
recommendations and/or interventions necessary to eliminate NTBs for a
sustainable transformation of the economies in the SADC region.

4.1 Type, Nature and Intensity of the NTBs in SADC

(@  Type

The SADC trade protocol defines Non Tariff Barriers (NTB) as any barrier to trade
other than import and export duties. The protocol which was agreed by twelve
members form the building ground for NTB elimination in the SADC region. This
conforms to the last concluded round of the World Trade Organization (WTO), the
Uruguay Round which consisted of far reaching agreements on trade liberalization
measures, which among other things envisages the lowering of tariffs and non-tariff
barriers to global trade.

The Protocol for trade calls for the elimination of various forms of NTBs which
prevent further trade and investment in the region. The following are NTBs which
are being targeted by the SADC protocol and also by the WTO to realize the
economic gains from the enlarged market.

(i) Misuse of internationally agreed measures governing product qualities,
normally established or consumer protection, and not directly aimed at the
limitation of international trade. This includes misuse of measures concerned with
food safety, plant and animal health (SPS) and technical standards. It includes also
the misuse of measures protecting national security.

(i)  Misuse of internationally agreed measures to impede commercial strategies
that inhibit free trade, such as anti-dumping measures and safeguard clauses.

(iii) Misuse of measures directed at the enforcement of trade agreements, such as
rules of origin.

(iv) Imposition of charges for services or clearances other than those
internationally agreed, or above internationally agreed levels. This includes import
and export license fees, administrative charges, transit bonds, and special deposits.

(v)  Misuse of legal measures concerning immigration and movement of persons
(passports, visas, health documents).

(vi) Improper administrative interventions. Customs authorizations and
procedures may be used to impede the passage of products and traders.

(vii) Lack of capacity to meet SPS and other quality standards imposed by
importing countries. The lack of harmonized SPS and other quality standards within
the SADC region may also constitute a NTB.
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(viii) Inadequate trade-support services: finance; insurance; transport services;
market information; electronic communications systems, standards authorities.
Barriers include lack of nation-wide availability of services.

Although not strictly an NTB, deficiencies of infrastructure such as ports, roads,
airports, and border posts pose what many would argue, the most significant
constraint to trade in the region. Hence, for the purposes of COMESA and SADC
infrastructure and transport issues were given equal weight in determining NTBs in
the region. Some of the most common NTBs are elaborated below:

Technical Regulations and Standards: Technical regulations and industrial
standards are important, but they vary from country to country. The WTO
agreement on Technical Barriers to Trade tries to ensure that regulations, standards,
testing and certification procedures do not create unnecessary obstacles.

Import Licensing: Import licenses have proved to be effective mechanisms for
restricting imports. Import licensing is subject to disciplines of the WTO. The
agreement on Import Licensing Procedures says that import licensing should be
simple, transparent and predictable. For example, the agreement requires
governments to publish sufficient information for traders to know how and why
licenses are granted. It also describes how countries should notify the WTO when
they introduce new import licensing procedures or change existing procedures. The
agreement offers guidance on how governments should assess applications for
licenses.

Rules for the Valuation of Goods at Customs: For importers, the process of
estimating the value of a product at customs presents problems that can be serious
as the actual duty rate charged. The WTO agreement on customs valuation aims for
a fair, uniform and neutral system for the valuation of goods for customs purposes -
a system that conform to commercial realities, and which outlaws the use of
arbitrary or fictitious customs values. The Agreement provides a set of valuation

rules, expanding and giving greater precision to the provisions on customs valuation
in the original GATT.

Pre-Shipment Inspection: The obligation placed on governments which use pre-
shipment inspections include non-discrimination, transparency, protection of
confidential business information, avoidance of unreasonable delay, the use of
specific guidelines for conducting price verification and the avoidance of conflicts of
interest by the inspection agencies.

Rules of origin: Rules of origin are the criteria used to define where a product was
made. They are an essential part of trade rules because a number of policies
discriminate between exporting countries: quotas, preferential tariffs, anti dumping
actions, countervailing duty.
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Import Quotas: The challenges of using quotas are that they: _ Breed corruption, as
licensing authorities may request bribes from quota applicants; they may cause
serious welfare losses, if they create monopoly power.

Government Procurement: Governments tend to buy domestically produced goods
even if they are more expensive. Considering the volume of government purchases,
this could be considered an important source of import barriers. This has been used
by several governments both in the developed and developing world as an attempt
of growing domestic industries.

Domestic Content Requirements: Governments have used domestic content
regulations to restrict imports. The intent is usually to stimulate the development of
domestic industries. Domestic content regulations typically specify the percentage of
a product’s total value that must be produced domestically in order for the product
to be sold in the domestic market. Several developing countries have imposed
domestic content requirements to foster agricultural, automobile, and textile
production. They are normally used in conjunction with a policy of import
substitution in which domestic production replaces imports.

(b) Nature

NTBs in SADC region have unique nature and complication which is centered on an
intricate and spaghetti pattern. The status renders the process of elimination rather
slow and defragmented. Multiple memberships of SADC trade protocol signatory
and ratifiers has caused the nature of NTB to take the nature of structural forms.
NTBs tends to be more arbitrary, qualitative and non-transparent and still exist in
one form or another in all countries and depending on the product and the
transaction lead to a reduction in intra-regional trade as an observable outcome.

Many NTBs are linked to legitimate public policy objectives, for example health,
safety or environmental protection, and may be in place for valid regulatory reasons.
It then became very difficult among the countries in SADC economic block to simply
reduce or eliminate arbitrary proportion of such measures - leave alone multiple
membership. Unnecessary costs of doing intra regional business and on consumer or
distortions are associated with structural related NTBs. This is especially the case
where the differences or variations for example, product mandatory standards (i.e.
technical regulations) and procedures for assessing compliance with those of
technical regulation ( i.e. conformity assessment by respective countries bureau of
standards) and check points clearance forms for consignment weight which are
linked with road transport policies of respective countries.

To enhance the trade protocol and achieving the progress toward free trade area and
common custom union, members are urged to ensure that their NTBs are
transparent; that they do not have restricting, distorting or disruptive effects on
regional or international trade; that they are administered in a consistent, uniform,
impartial and reasonable manner; and that they are based on a positive standard.
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(© Intensity of NTBs

The understanding of the type and nature pave the strategic position for identifying
the intensity of the NTBs impediment to the trade development in the region. The
intensity is also viewed as the obstacles NTBs poses to the achievement of the trade
protocol objectives as enshrined on article 2.

Table 4.1: Dominant NTBs in SADC Region

Sn | Type of NTB/Regional Blocks | COMESA EAC SADC
1 Technical Trade Barriers (TBT) X

2 National policies & laws

3 Customs documentation& X X

administrative procedures

4 Immigration procedures X
5 Quality inspection X
6 Transiting procedures X
7 Unnecessary import ban/ prohibition X

The inventory report on regional NTBs in three regional economic cooperation
where by at least one country overlaps found the most prevalent NTBs to be
Technical Barriers to Trade (TBT), national policies and laws, unnecessary import
ban/prohibition, quality inspection, transiting procedures customs documentation
and administrative procedures, and immigration procedures. The trade protocol
roadmap to elimination of dominant NTB is complimented by other programme
such as FTA and CU and aims at promoting smooth regional trade. Common Market
for Eastern and Southern Africa (COMESA) and EAC are also working on the similar
TBT highlighted on table 4.1 which shows the intensity of NTBs on trade and
investment in the region.

Prevalent NTBs were primarily found on agricultural commodities and forms
important part of nearly every country’s economy. Recent report on the impact of
NTB on agricultural cross border trade within EAC found that License, council and
municipal permits are main requirements. Surprisingly security in Kenya is not an
administrative requirement yet insecurity is rampant in Kenya. The highest forgone
income is estimated to be US$ 1058 and US$ 101 per trip in Kenya and Uganda
respectively and considered to be caused by roadblocks (ILRI, 2008).

4.2 NTBs Effect on Trade and Investment in SADC

SADC has a Trade Protocol (TP) for trade in goods and services as well as Finance
and Investment Protocol (FIP), among others. These are among the major areas of
cooperation among the SADC member states. The TP stipulates that an integrated
regional market will create new opportunities for a dynamic business sector. As
pointed out earlier, Article 6 of the SADC Protocol on Trade commits member states
to eliminate all existing forms of Non-Tariff Barriers (NTBs) and refrain from
imposing any new NTBs in relation to intra-SADC trade. Article 6 is concerned
specifically with NTBs impinging on intra-SADC trade.
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Likewise, SADC as a group is making efforts to create conditions that are favourable
to both domestic and foreign investments. Under the Memorandum of
Understanding (MOU) on cooperation on investment, Member States have, through
their Investment Promotion Agencies (IPAs), agreed to facilitate and stimulate
investment flows and technology transfer and innovation into the region. The MOU
covers elements of a would-be SADC investment framework, including most
favoured nation treatment, general exemptions, transparency, repatriation of
investment and returns, investment protection, corporate responsibility, sourcing of
requisite skills, promotion of local and regional entrepreneurs and optimal use of
natural resources.

It also covers environmental measures, right to regulate, capital movements,
competition, taxation, trade, investment and industrial policy, harmonisation of
policies and laws, conditions favouring least developed countries, adherence to
international conventions and practices and regional cooperation and investment.

Table 4.2 up to Table 4.7 presents examples of the common NTBs in six out of 14
SADC member countries namely, Tanzania, Zambia, Zimbabwe, Malawi, Botswana
and Lesotho, and how these NTBs impact on business (trade) and investment in the
region.
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Table 4.2: Examples of Common NTBs in the SADC: Tanzania
Sn | Problem Area The Most Severe NTBs Impact of NTB to Businesses and Investments
1 Customs 1 The newly introduced Automated System of On average, declaration of imports, assessment of
Documentations and Customs Data (ASYCUDA) is only operational in classification of goods and import duty payable,
Administrative Dar es Salaam International Airport, which means physical verification of goods where applicable,
Procedures that at other import entry points, delays are payment of dutiable value, and release of goods from
experienced in declaring and clearing imports the customs area takes an average of 7 days at Dar es
using ASYCUDA. Salaam International Airport, two weeks at Dar es
Salaam port, and 1 day at other major import entry
points. Consequently, it costs US$ 6,500 to transport a
14 foot container load of cargo from Dar es Salaam to
Kampala, which is double the cost for transporting
similar cargo from New Jersey to Dar es Salaam, a
journey that takes an average of 19 days.

2 There is a lot of shuttling between the Port of Dar Time lost traveling to Dar es Salaam and in chasing
es Salaam and TBS to certify acceptance of clearance documents between TBS and Dar Port
specified products

3 SADC Trade protocol Some SADC members have not ratified the SADC

trade protocol, which means SADC preferential tariffs
cannot be applied on goods originating from member
countries, Tanzania included.

4 Some SADC members like Malawi and Zambia Non-ratification of the SADC trade protocol means
have not deposited their trade instruments, which Tanzanian originating products are charged duty,
in effect mean they have not ratified the SADC making them more expensive than would have been
trade protocol. This means they cannot apply the the case if SADC preferential tariffs were applied.
SADC trade protocol tariffs on goods imported
from Tanzanian.

2 Police checks at boarder | 1 Police officers stop commercial vehicles at various Police checks are a source of rent-seeking

crossings and road
blocks

border crossings, while officially, they are only
supposed to stop vehicles based on proof that
goods being transported are suspicious (e.g. that
vehicle exceeds allowed axle load, goods are smuggled,
vehicle is carrying drugs or other dangerous products

opportunities while precious time is wasted on
pretence that verification of goods is being done. On
average, 12% of all police checks at border crossings
take over 1 hour
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Sn | Problem Area

The Most Severe NTBs

Impact of NTB to Businesses and Investments

like arms, documentation does not conform to goods
being transported, etc

3 Quality inspection
procedures

Exports and imports go through unnecessary,
tedious and cumbersome procedures, because all
the regulatory authorities such as Tanzania
Bureau of Standards (TBS), Tanzania Food and
Drugs Authority (TDFA), Tanzania Revenue
Authority (TRA), The Police, Ministry of Health,
Tanzania Atomic Energy Authority etc each have
to issue export (and import) certification on every
Export/import consignment, a function that could
be carried out by one body in consultation with
the others.

Exporters and importers of respective products eg
food and drugs incur a lot of costs, and are forced to
spend a lot of unnecessary business time during the
certification process (for example, TZS 30,000 is payable
for quality inspection certificate TBS, TZS 30,000 to
40,000 for radiation certificate, TZS 30,000 for health
certificate. In total, a food products’ exporter spends
not less than TZS 200,000 on every export
consignment. In addition, exporters experience a lot of
frustration having to repeat the same documentation
on each export consignment since any previous export
is not recognised as a reference of good quality
practice.

Government inspection/regulatory Agencies e.g.
TBS & TFDA levy Charges on transhipment
companies are based on percentage value of
imported items.

The transhipment levy is too high, and companies
sometimes end up paying as high as TZS 400,000 or
more. This means the higher the value of the import
items the higher the fee, which has to be passed on to
consumers, making Tanzanian goods uncompetitive.

Too much time lost during cross-border pre-
shipment inspection and certification

Time lost during pre-inspection of export/import
cargo in both sides of the trading partners is un
necessarily too long which is costly to traders and
investors. We need to recognize only one regulatory
and inspection authority (preferably that of the
country of origin)
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To establish the NTBs affecting trade and investment flow within SADC
countries, we reviewed research reports and papers on NTBs in the SADC (and
the East African Community (EAC) and the Common Market in Eastern and
Southern Africa (COMESA) countries). We also carried out interviews in
Tanzania.

4.2.1 NTBs Effects on Trade and Investment

As can be depicted from the Tables, the NTBs reported in individual SADC
countries range from restrictions justified in terms of ensuring national security
to Technical Barriers to Trade (TBTs) and phytosanitary regulations, and customs
administration including delays, different interpretations of rules of origins, and
lack of transparency in the calculation of duties and other taxes. Delays at
numerous road blocks, prevention of revenue losses, protect domestic industries,
safeguarding health, safety and security of human beings, bribery and corrupt
practices involving customs, immigration, security officials and officials from
other regulatory authorities were the other NTBs identified®. These are the most
common NTBs affecting trade and investment in the SADC region.

Judging from the NTB reports, workshop papers and perception from the
interviews, most NTBs have detrimental outcomes which mostly affect the trade
sector as well as investment and therefore economic growth and poverty
reduction initiatives in the respective countries. Within SADC member countries,
the N'TBs result into loss of business and delays, which increase the cost of cross
border trade and cost of doing business (transaction cost). NTBs have also tended
to weaken competition by making producers less competitive in both domestic
market as well as export markets. In addition, member counties are denied access
to SADC market.

According to Mmasi and lhiga 2007, in Tanzania, declaration of imports,
assessment of classification of goods and import duty, physical verification of
goods where applicable, payment of dutiable value, and release of goods from
the customs area takes an average of 7 days at Dar es Salaam International
Airport, 2 weeks at Dar es Salaam port, and 1 to 3 days at other major import
entry points. Consequently, it costs US$ 6,500 to transport a 14 foot container
load of cargo from Dar es Salaam to Kampala, which is double the cost for
transporting similar cargo from New Jersey to Dar es Salaam, a journey that
takes an average of 19 days. Exporters and importers of eg food and drugs incur
a lot of costs, and are forced to spend a lot of unnecessary business time during
the certification process. TZS 30,000 is payable for quality inspection certificate

8 See for example Regional Trade Facilitation Programme (RTFP) 2007 Update Survey of NTBs to Trade
(Zambia, Lesotho, Namibia, Botswana, Mauritius, Madagascar, Zimbabwe, Zambia, Malawi, and
Swaziland); Mmasi and lhiga (2007), Mashindano, Ngowi and Rweyemamu (2007), ESRF (2008) and
ESRF (2006)
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by TBS, TZS 30,000 to 40,000 for radiation certificate, TZS 30,000 for health
certificate. In total, a food products” exporter spends not less than TZS 200,000 on
every export consignment. In addition, exporters experience a lot of frustration
having to repeat the same documentation on each export consignment since any
previous export is not recognised as a reference of good quality practice.

About 43% of the interviewed businesses in Tanzania experience trade barriers in
the exportation and importation of goods to and from SADC countries.
However, most of the trade barriers identified by the respondents reflected the
common structural problems limiting productive capacity of the economy. High
transportation costs were perceived by 32.5% of the respondents as the most
critical barrier in exporting and importing goods to and from SADC countries.
This was followed by import duties and taxes having to be paid in cash, and
substantial paper work and bureaucracy, both of which accounted for 22.5% of
the respondents who found them as being very relevant. Exchange rate
uncertainty was also identified by 20% of the sampled enterprises as a constraint.
Other barriers, perceived as least critical, included the requirement of
export/import licenses and permit, visa requirements for travelling abroad, and
risk of non-payment of customers abroad. These are clear barriers to both trade
and investments in the SADC region.

Additional information revealed during the interviews reflected that the trade
potential in Tanzania is severely limited by low levels of production capacity.
That is to say, even if all tariff and non-tariff barriers were to be addressed, and
markets made available, several factors will continue to limit international trade.
These include high production costs reflected in energy costs, poor
infrastructure, and high costs of borrowing where loans are accessible. There is
also a problem of poor quality products caused by low levels of technology and
lack of effective quality control standards. The low levels of marketability
(especially for agro-products) also arise from lack of advanced preservation and
storage equipments/technology, and low level of processing and packaging
skills. It is also important to observe that most of these factors are interwoven
with the critical problem of lack of finance/capital.
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Table 4.3: Examples of Common NTBs in the SADC: Zambia
Sn | Problem Area The Most Severe NTBs Impact of NTB to Businesses and Investments
1 Single Channel Export 1 Prevents private sector participation in the export Prevents development of formal trade in maize and
of maize promotes smuggling of maize across borders
2 Valuation of 1 The valuation of imported goods carried by small Encourages smuggling of goods
Imports scale cross border traders is not transparent.
Customs officials rely on power to impound
imported goods to make small-scale cross border
traders pay rather suspicious duties
2 Exorbitant valuation of imports of small scale Discourages compliance and encourages smuggling
cross border traders especially by small-scale cross border traders
3 Restrictions of Exports | 1 Restriction of Coffee exports and export of Paste Prevents Coffee Exports and Encourages
on account of standards Detergents to South Africa and Zimbabwe smuggling of paste detergents
and provision of user
instructions in specified
local languages
4 Standards of infant milk | 1 Imports of infant milk formulae prevented on Restricted importation of Infant formulae
formulae account of not meeting specified Zambian
standards
5 Imports of fruits and 1 Restricted importation of fruits and vegetables Limited fruit and vegetable imports
vegetables
Table 4.4: Examples of Common NTBs in the SADC: Zimbabwe
Sn | Problem Area The Most Severe NTBs Impact of NTB to Businesses and Investments
1 State trading, | 1 Export of maize and gold can only be exported by Significant impacts on viability as farmers are only
government monopoly the Reserve Bank and GMB respectively allowed to sell to the GMB at controlled prices.
practices Smuggling of gold occurs.
2 Customs Valuation 1 The existence of a wide gap between the official Impacted negatively on the competitiveness of
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Sn | Problem Area The Most Severe NTBs Impact of NTB to Businesses and Investments
exchange rate and the parallel exchange rate in Zimbabwean products in the Zambia market
Zimbabwe has prompted Zambian authorities to
introduce a valuation exchange rate which is
above the official exchange, this has raised the
duty levied on Zimbabwe goods entering into
Zambia

3 Technical and Requirement by the Malawian authorities for Increased cost of doing business.
certification arrangement SGS certification

4 Export restrictions Export restrictions on a number of strategic food Limited impact except on specific traders. Aim is

products and raw materials. often to support local industry.

5 State trading, Importation of maize. There are significant business opportunities in
government monopoly Zimbabwe, given the declining output over the years
practices, etc

6 Import licensing Licenses for importing cooking oil are only issued Business people are denied the opportunity of

in times of shortages. importing competitively priced cooking oil

7 There is a perception that Acute shortage of foreign currency in the formal Rising volumes of imports are now being done

the exchange rate policy

currently operational in

Zimbabwe has resulted
in an acute shortage in
foreign currency. This
has greatly reduced the
importation of even
essential ~ commodities
such as electricity, fuel
and medication.

market trade

through informal trade
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In Zambia, restrictions of exports on account of standards and provision of user
instructions in specified local languages prevents development of formal trade in
maize and discourages compliance and encourages smuggling of maize across
borders. The existence of a wide gap between the official exchange rate and the
parallel exchange rate in Zimbabwe has prompted Zambian authorities to
introduce a valuation exchange rate which is above the official exchange rate
thus, raising the duty levied on Zimbabwe goods entering into Zambia. This has
impacted negatively on the competitiveness of Zimbabwean products in the
Zambia market according to the 2007 RTFP survey in Zimbabwe. Almost all
operators in all SADC member countries complained about delays due to long
administrative procedures and a long list of documents required by customs
department according to the RTFP 2007 report on NTBs (RTFP 2007a). It is
further reported that many times such delays have led to damages of imported
items due to increasing tendency of vandalism. Note that, vandalism of
imported merchandise is a serious problem to trade in SADC countries such as
Tanzania and Mozambique.

In Namibia reportedly, control of export of petroleum products has caused more
harm than good to the trade and business sector ((RTFP 2007d). Some 10
applications are processed per year with a relatively high estimated rejection rate
of 20%. Problems experienced by MME in the management of controlled
petroleum products are approval from foreign governments to export from
Namibia, customs clearance procedures and compliance with container
requirements.
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Table 4.5: Examples of Common NTBs in the SADC: Malawi
Sn | Problem Area The Most Severe NTBs Impact of NTB to Businesses and Investments
1 Exchange Control Delay in receiving foreign exchange for transport | Transport costs excluding border
costs. and administrative delays
2 Export Restraints Procedure, registration and documents Administrative delay, increase in costs, inefficiency
3 Technical measures Lacking in quality standards for peanuts, leading | Limitations on products to export from Malawi.
to rejection of commodity
4 Impact of infrastructure | Roads are either closed due to heavy rains, Increase in transport cost and delays.
5 Insecurity of transit Many delays at Beira and Nacala docks due to Security issues
traffic heavy traffic, and no security available.
6 Technical requirements An example is the need of salt iodization Delay in distribution of good lowers the costs. Also
certificate at entry level of produce. chances of goods being rejected.
7 Border  Delays and | Beira and Nacala are the main ports for Delay of goods and further distribution affecting costs of
insecurity  of  transit | import/and export goods, which are currently | product.
traffic. over worked.
8 Non-standardization of | Payment of custom duty for goods from SADC | Delays of goods, heavy costs, no assurance of measures
customs documents region, due to certain documents and documents
9 Import licenses and | Restriction of certain products like textiles, etc. Limits and delays to imported goods
restrictions
10 | Requirements The Merchandise Marks Act prohibits the | Limitations to free trading
concerning marking, | importation of goods bearing forged trade marks
labeling, and packaging | or false trade descriptions
11 | Border  Delays and | Beira and Nacala are the main ports Delays of goods, heavy costs, no assurance of measures
insecurity  of  transit | for import/and export goods, which are currently | and documents.

traffic.

over worked.

Delay of goods and further distribution affecting costs of
product.
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Table 4.6: Examples of Common NTBs in the SADC: Botswana
Sn | Problem Area The Most Severe NTBs Impact of NTB to Businesses
and Investments
1 Public Procurement & Assets | © Whole categories of services restricted to citizen only | Moderate
Disposal Act plus procurement.
Regulations Trade Act * Construction companies registered by size and some contracts
Tourism (Reservation of restricted to citizen companies.
Tourist Enterprises for Citizens) | * 30% of building contracts by value reserved for citizen
Regs 2006 companies. .
Industrial Development Act (2006) | * Various types of businesses reserved for
citizens in all three areas,(Trade, Tourism and
Industry)
2 South African Revenue Services | A SARS valuing electronic equipment being temporarily | Restrictive rules of origin could
(SARS) exported for repairs in RSA. have major impact on
* Following SA-China Textile Agreement that RSA did not | Botswana textile producers.
consult BNLS on, possible change in Rules of Origin on fabric
could affect local textile & clothing exports to RSA.
3 Radjiation Act, * No qualified staff at major border points Moderate
Standards Act * This lack of qualified staff at major border points will also
impact on other areas such as standards and SPS.
4 Cattle Export Levy (Amendment) | ® Scope of new Regulations still being implemented. Likely to be low.
Act, 2005 & Regulations (2006) * Minister has power to impose an “export tax on
& Livestock & Meat Industries Act | any livestock produce”
(2006)
5 Marketing of Foods for Infants & | * Lack of qualified staff to Low
Young Children Regulations (2005) | manage the Regulations Low

Livestock & Meat Industries Act Bi-
Lateral China-SA Agreement on
Textiles without consulting BNLS
members of SACU.

* Minister can impose export tax.

Allegedly there will be new, more restrictive Rules of Origin
that could impact on Botswana AGOA exports if they go by
road transport to Durban rather than via GABCON.

Very Severe
potential impact
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In terms of promotion of the intra SADC trade and investment, multiple regional group
membership is naturally an obstacle. For example, given Lesotho is part of a customs
union with South Africa through the Southern Africa Customs Union (SACU), without
strict border it is difficult to determine the origin of products imported into Lesotho.
This problem has further been exacerbated due to the bilateral trade agreement between
South Africa and the European Union (EU) through Trade Development and
Cooperation Agreement (TDCA) which brings goods into the customs union at
preferential rates.

Apart from trade with South Africa, official intra-SADC trade is largely insignificant to
Lesotho. This is mainly because of the geographical position of Lesotho, being
completely surrounded by the Republic of South Africa. It is therefore difficult to
differentiate goods originating from other SADC countries as it is all routed through
South Africa. Because of the low and inadequate production and infrastructure base,
exports in Lesotho are still concentrated in the manufacturing sector with a significant
increase in mining (diamonds).

The current Export and Import Control Act No.16 of 1984, amended by Order No.17 of
1988 relates only to trade related matters with SACU. All trade issues from outside
SACU are regulated directly by the Minister of MTICM, who has the power to prescribe
the quantity or value of goods which may be imported or exported, among other
powers given to the Minister. Obstacles of similar nature are also faced by other
members of SACU such as Swaziland, Namibia, and Botswana.

Within the SADC region, South Africa is a dominant player in both trade and
investment. The South African dominance is partly due to the fact that he is an
economic might in the region in terms of efficient transport infrastructure, efficient
energy infrastructure, skills and competence, technology, size of the domestic market
etc. However, to a certain extent the trade dominance by South Africa is due to the
NTBs prevalence in South Africa, which tends to crowd out trade and investments from
other SADC member counties. Between 2002 and 2006 for example, Tanzania and
Kenya export market shares to EAC/SADC/COMESA countries were 52% and 27%
respectively, while contributions from other remaining SADC countries to the region
were less than 5 percent (Mmasi and Ihiga 2007). Likewise, the major import source
countries were South Africa and Kenya, which contributed an average of 64.7% and
241% respectively during the period. Trade statistics for Zambia show that South
Africa remained its largest export market within the SADC region (RTFP 2007f).
Although Zambia” exports to South Africa dropped slightly in 2005, on average,
Zambia’'s exports to South Africa accounted for 52% of her exports to the SADC region
in the period 2003 to 2006. Other Zambia’s export markets within the SADC countries
during the reference period included Tanzania; Congo Democratic Republic; Zimbabwe
and Malawi, which on average accounted for 19; 12; 7; and 6% respectively of Zambia’s
exports to the SADC countries. Zambia’s exports to the remaining SADC countries were
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less than 5% of her total exports to the region per annum. The value of imports by
country between 2003 and 2006 shows that, On average Zambia’s imports from South
Africa accounted for 80% of total imports from the SADC area between 2003 and 2006.

Similarly, South Africa represented a minimum of 99% of SADC imports to Lesotho
over the period 2003 to 2006, hence imports from other SADC countries tend to be fairly
insignificant and volatile. However, as noted earlier some of these goods may have
originated from other SACU or SADC countries, but since they are transited through
South Africa they are recorded as originating in South Africa.

The review of reports and other papers on NTBs in the SADC and the analysis of the
information contained in the Tables 4.2 up to Table 4.7 above suggest that the
stagnation in the intra SADC trade (exports and imports) is somewhat surprising,
because tariffs have substantially been reduced and removed in the SADC countries
following their decision to move towards a Free Trade Area (FTA) and launch of the
COMESA FTA in 2000. There is a trend indicating that tariffs seem to have been
replaced by NTBs. Thus, in addition to unfavorable domestic environment, intra SADC
trade stagnation is partly due to the prevalence of NTBs in the region. There is therefore
need for member countries to improve conditions for both, intra SADC trade and
investment by among other measures removing and/or eliminating the NTBs.

4.2.2 The African Free Trade Zone

It should also be noted that, the problems associated with multiple membership in
different regional trade blocks are real. As pointed out earlier, multiple membership has
affected trade negatively. Lesotho and Namibia can make good examples of individual
countries which are affected most. These problems have recently necessitated leaders of
the EAC-SADC-COMESA member countries to propose formation of the African Free
Trade Zone (AFTZ).

AFTZ is a free trade zone announced at the EAC-SADC-COMESA Summit on
Wednesday October 22, 2008 by the heads of Southern African Development
Community (SADC), the Common Market for Eastern and Southern Africa (COMESA)
and the East African Community (EAC). AFTZ is also known as the African Free Trade
Area (AFTA) in some official documents and press releases.

The leaders of the three AFTZ trading blocks, COMESA, EAC, and SADC, announced
the historic agreement, an agreement aimed to create a single free trade zone to be
named the African Free Trade Zone, consisting of 26 countries with a GDP of an
estimated $624bn (£382.9bn). It is hoped that the African Free Trade Zone agreement
would ease access to markets within the AFTZ zone and end problems arising from the
fact that several of the member countries in the AFTZ belong to multiple regional
groups.
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Table 4.7: Examples of Common NTBs in the SADC: Lesotho
Sn | Problem Area The Most Severe NTBs Impact of NTB to Businesses and Investments
1 Government 1 Setting up tourism activities and facilities. 1 Envisaged competition, pricing and standards
participation in tourism settings.
activities  through a Participation in a competitive capacity
parastatal Competition is pricing, subsidies and standards
Subsidies and related
Government support
Procurement of facilities
through parastatal.
Investment restrictions
Competition related
restrictions
2 Visa, work or residents | 1 Restriction of qualified manpower not available | 1 Low output, quality and high training costs.
permits acquisition for locally.
free movement of foreign Delays in acquisition of legal papers.
traders. Procedures open to bribery.
Delays in acquisition of
Un-harmonised custom Cumbersome procedures especially when setting legal trading documentation
clearing procedures. up a business.
Registration and
Administration
Procedures
3 Trading in Diamonds 1 Expensive licence and restrictive outdated 1 Delays in acquisition of legal trading
regulatory laws documentation

Transport
and costs

Regulations

Expensive and risky freight transportation

Goods in transit risk, expensive insurance
costs, inspection and clearance delay costs.
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4.3 Implementation of the Trade Protocol and Business
Environment in SADC

The implementation of the trade protocol is reviewed based on the agreements
drawn from The 17th Special Ministers of Trade meeting, held in August 2005, 23
October 2006 SADC Extra-Ordinary Summit on the efforts to scale up the
implementation of the Free Trade Area (FTA), and directed the (Joint) Ministerial
Task Force (established by the August 2006 Maseru Summit) to develop an
Action Plan for monitoring and elimination of NTBs.

4.3.1 Status of NTB Elimination

This analysis covered six SADC member countries that are also signatories of
SADC trade protocol. The description of the implementation is built on the
agreement on gradual elimination of NTBs, implementation of Harmonized
Road Transit Charges, Harmonized Axle Load and Maximum Vehicle Weight,
and the template form for reporting NTBs. The analysis also includes
observations of all trade facilitation measures pursued for regional trade
expansion.

Botswana

Botswana has not emplaced any explicit NTBs since 2004. However, some of
what are essentially NTMs have become virtual NTBs when there are not enough
experienced staff to administer them. The AYSCUDA system is now working
well and returns for all computerized border points that handle 99+% of
commercial exports are only a few days in arrears. The computerized forward
export clearing documentation process is also working smoothly.

Various SARS initiated, often unilaterally, transit procedures have a definite
irritating impact. The obsession with catching the few in number of intentional
cheaters has an impact on the 98+% of legitimate operators/manufacturers.
GABCON, as a ‘dry port’, is reportedly not utilized as much as it could be by
exporters since the containers go by rail, which is both slow and expensive
compared to road transport. The trade off is the more cumbersome and complex
transit arrangements that have to be done for road transit.

The Drugs and Related Substances Act, 1993 established a Board to oversee and
review the registration of all drugs utilized in non government facilities and
practices. The procedures under the Act for registration are complex and require
a very large dossier to be assembled for each drug submitted for registration.
Due to this workload, up until about 2004 many drugs utilized in Botswana were
granted a waiver while the registration process was taking place. This waiver
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process was halted around 2004. The backlog has not been cleared resulting in a
situation whereby over half the drugs readily available in South Africa are no
longer available in Botswana. What was intended to be a straightforward and
legitimate Non Tariff Measure (NTM) justified on the grounds of safe guarding
public health has now turned into a high impact NTB.

As tariffs decrease, the number of NTMs and outright NTBs generally increase.
But, while tariffs are transparent, known and measurable, NTBs are often
opaque, subjective and compliance costs are difficult to measure. Quite often the
NTMs and NTBs have unintended consequences as the officials charged with
administering them lack competence or inclination. The SACU region maintains
common tariffs for extra-regional trade and, ideally, a free trade regime for intra-
regional trade. The SADC trade protocol was signed in 1996 and its
implementation, at least on paper, started in 2000. SADC’s aim is to liberalize 85
percent of its trade by 2008 and trade in sensitive commodities by 2012. Thus,
tariffs (border taxes on imports) and non-tariff barriers (NTBs) (import/export
quotas, import/export licensing, import/export permits, etc) should be
eliminated by 2008. Both SACU and SADC trade agreements call for the
elimination of all trade barriers, the only significant exception being that infant
industries are eligible for protection, for a period not exceeding eight years.

For Botswana, import restrictions have been imposed on horticulture, poultry,
fresh milk, pigment and grains (raw and flour) for over two decades. These trade
restrictions are implemented under the Controls of Goods, Prices and Other
Charges Act. Importers of these commodities have to apply for permits each time
they wish to import, specifying the exact quantities they would like to import. In
practice, the application of import permits has varied across the respective
commodities. For horticulture, import permits are not issued when domestic
production is deemed sufficient to meet local requirements, for those
commodities subject to import permit requirement. This is meant to ensure that
domestic produce has access to the domestic market, and that there is minimal
competition with cheaper imports during harvest time. For poultry, import
permits are not issued for unprocessed cuts of chicken meat and table eggs,
unless there has been a shortfall in domestic production. This is rarely the case,
implying that imports are normally completely blocked. Import permits are only
issued for valued-added products (chicken nuggets, chicken burgers, marinated
chicken wings, etc) and production inputs (hatching eggs, point-of-lay pullets
and day-old broiler chicks).

The policy is meant toward domestic poultry producers some degree of
competitive advantage, by allowing them access to inputs and simultaneously
restricting imports of finished products. Similarly, imports of whole pork cuts are
prohibited, unless there has been a shortfall in domestic production. Permits are
only issued for special-cuts, such as the familiar spare ribs, commonly served in
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restaurants around Gaborone. Dairy processors are allocated monthly import
quotas of fresh milk to meet excess demand over domestic production. However,
retailers can only purchase fresh milk from domestic processors and, hence, are
prohibited from importing. The situation in the grain industry is perhaps one of
the most contentious. Intra-regional trade of raw cereals (maize and sorghum)
was liberalized through the removal of producer price supports in 1991 and
BAMB’s monopoly on sorghum imports in 1992. This meant that millers were
now allowed to procure supplies directly from outside Botswana.

The effect was that BAMB (Botswana Agricultural Marketing Board) became a
supplier of last resort, as millers preferred to procure grain from South Africa
(SA) and elsewhere. This might have been one of the reasons BAMB realized
negative profits and was in the brink of collapse in the last couple of years.
Recently, Government introduced a new trade restricting measure, a 40:60
procurement rule, which requires grain processors to procure at least 40 percent
of their grain domestically before they could be awarded import permits for the
remaining 60 percent. The effect is an increase in miller transaction costs, due to
being forced to procure from more than one source, even though doing so may
not be economically justified. Moreover, domestic suppliers of raw grain now
have some degree of market power, which entices/enables them to set their sale
prices above border prices. We would therefore expect that millers would find
this policy contestable. The policy is intended to ensure that domestically
produced grain is sold, so as to sustain the country’s grain industry, but at
millers” and ultimately at final consumers” expense.

Malawi

Malawi maintains few non-tariff import restrictions and as from June 1997, all
licensing requirements on imports were removed, except those maintained,
according to authorities, for health, safety, and national security and
environmental reasons. The import licensing system is regulated by the Control
of Goods (Import and Export) Act. Only a few products still require an import
license, and well over 95% of all the goods imported into Malawi are now import
license free. These licenses take up to a week to issue and are valid for six months
from the date of issue and are subject to extension in cases where such a need
arises, provided that an adequate and acceptable explanation is given. The main
categories of NTBs are

Customs rules and procedures

Transport regulations and costs

Technical measures - including packaging and labeling regulations
Investment restrictions or requirements.

Registration Procedures and administration.

= =4 -4 8 -
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Information derived from research indicated that Malawi’s trade system has not
undergone any changes in the past three years. Many formal Non-Tariff Barriers
had been removed through revised Government policy on trade and that the
majority of measures forming an obstacle to trade that continue to be of concern
are;

Customs related issues and procedures;

Transport costs and regulations;

Infrastructure problems.

Lack of capacity and training within key institution.

= =4 =4 A

The exporter community faces increased costs owing to inefficient
implementation of administrative procedures, delays in receiving approvals
(receiving trading licenses, investment approvals fro the reserve bank, delays in
the issuance of rules of origin certificates. The transport infrastructure within
Malawi creates a barrier to ensuring comprehensive product availability.
Currently all of the products are transported by road throughout the country,
which is expensive due to haulage costs and transportation surtaxes and labor
intensive, insecure and unreliable.

The procedure of harmonization of transit traffic has been a step in the right
direction to overcome this main barrier in Malawi. Standardization of Form 12
has been sited as the prime example in this issue. Form 12 is the main transport
form for the SADC region and has significantly improved harmonized
documentation for transit traffic. Harmonization is also taking place in other
sectors besides transport in Malawi. For example, stakeholders in the COMESA
and EAC maize sector have identified the need for the harmonization of maize
standards across the two regional blocks.

Madagascar

Prior joining the SADC and its compliance with trade protocol, Madagascar had
already started to implemented COMESA’s article 49 for elimination of NTBs.
and avoiding creating new ones, with the reduction and removal of exports
licenses, quotas constraints, foreign currencies deposits and visas constraints
there are still a number of areas where NTBs remain a problem.

Almost all operators complained about delays due to long administrative
procedures and numerous required documents within customs areas. It has also
been reported that sometimes, even customs agents themselves often have long
discussions on classification of products.

Efforts are currently underway to simplify the tariff structure in order to increase
uniformity due to its MFN stature. Customs import duties and various taxes are
to be coordinated to create a limited number of rates, would be reduced into a
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unique rate. Such simplification would critically reduce any risk of excess of
subjectivity.

Mauritius

The trade liberalization process which started since the eighties has abolished
most of the licenses for import and export of goods. Almost all legislated non-
tariff barriers in Mauritius have mostly been removed and generally no quotas
are imposed on exports or imports. Since 2004 there have not been major changes
in this area. The few products which require special permits or certificates are
classified under the Consumer Protection Act. The main reasons for these
permits are for environmental, phytosanitary, and national security reasons. The
controlled products are regrouped in different schedules under the Consumer
Protection Act. The First Schedule consists of general goods which include food
items (fresh and frozen), vegetable inputs, salt, cement, infant formulas,
petroleum oils, insecticides, herbicides, pesticides, chemicals, PVC Pipes, Plastic
feeding bottles, Teats and soothers, Life Jackets, Motor-cyclists' helmets (crash
helmets), Rough diamonds, Gold, Bakery and pastry equipment, Weighing
machinery, Electric water heaters and immersion heaters, Public transport type,
passenger motor vehicles, bus, dangerous chemicals, Syringes, Food additives.
The second schedule concerns prohibited goods mainly for security and
environmental reasons. They include explosives, Fire crackers, Motor vehicle
rubber tires which, have been remolded, recapped or regrooved, Kerosene
stoves, Ivory and Tortoise Shell, Underwater fishing guns, Sugar and chocolate
confectionary and bubble/chewing gum in the form of cigarettes, Toy pistols and
guns with projectiles, items containing “Aerosols” using C.F.C’s.

The fourth schedule of the Consumer Protection Act also caters for the
restrictions on the controlled goods which are quantitative in nature and has
quota restrictions for products such as potatoes, table salt, gold and bakery and
pastry equipment.

Since 2004 there has been no changes regarding import permits for a number of
products. Import permit are required according to the type of products being
imported as discussed above (according to the Consumer Protection Act).
Usually the institution responsible for the imports control is the Ministry of
Commerce and the delivery of the specific certificates is carried by the following
bodies as table 2 shows:
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Table 4.8: Products or Categories of Products for which Imports permits are required
Products or categories of Relevant Bodies Type of permits required
products
Agricultural goods Ministry of Agro Industry and | Phytosanitary certificate
(Grains, plants, or seeds fruit | Fisheries (the national Plant
and vegetables Protection Office)

Animal products Ministry of Agro Industry and | Phytosanitary certificate
(animal foodstuffs, meat, fish | Fisheries  (the  Veterinary | (veterinary control)
products, and live animals, Division);
Livestock, meat and offal)
Alcoholic beverages Customs and Excise | Certificate of analysis on
Department first importation
Prepared foods, drugs, and Ministry of Health and | Phytosanitary Certificate
chemicals with potential Quality of Life
adverse effects on health;
Pharmaceutical Products Ministry of Health and | Health Certificate
Quality of Life
Pesticides Ministry of Health and | Import Permit
Quality of Life
Arms and ammunitions Police Import Permit
Cinema films Ministry  of  Information | Import Permit
Technology
and Telecommunications
Telecommunications Ministry  of  Information | Import Permit
equipment Technology
and Telecommunications
Fish and fish products Ministry of Agro Industry and | Import permit
Fisheries (Fisheries Division)

An insight from key informant’s interviews indicates that Interviews indicated
that NTBs are less of a problem regarding trade either in the SADC/COMESA
region or in the rest of the world. Except for a few items® which the government
still controls, the gradual liberalization process is satisfactory. Compared to the
previous survey in 2004 a few controlled goods have been liberalized. The
Mauritius Chamber of Commerce which has the role to pinpoint the problems
related to trade indicated that almost no issues have been raised as NTBs during
the last two years. The only claims or problems which came up were related to
the mismatch of signatures specimens on the certificates of origin at the customs
level. As discussed previously this often causes delays in clearing goods and
adds on to the charges as operators often have to provide bank securities.

Freight forwarders reported that, there is a major communication problem as
regards facilities offered under SADC or COMESA trade regimes. Regarding
trade with Mauritius (especially imports from SADC and COMESA), this
concerns the preferential duties or the duty free status for a number of products.
In fact traders are not aware that their products can be traded under the above

° Tea, sugar, pharmaceuticals and other listed agricultural products
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regimes and do not know where to get certificates or origin. Efforts have to be
made to ensure a better awareness amongst the traders in the region. This is
probably the role of Chambers of Commerce, Ministries of Trade and other
business associations. On the Mauritian side the communication between the
institutions and the traders seems to be satisfactory.

The process of issuing import and export licenses and phytosanitary or health
certificates have become a routine exercise and do not constitute a hindrance to
trade in general. Customs procedures have been simplified and operators seem
to be satisfied.

Mozambique

In relation to imports the same problems mentioned in the previous reports such
as customs, inefficiencies in ports and import procedures, licensing and other
regulatory requirements, costs of clearance, import licensing and registration
procedures are still the main constraints faced by most traders. There are 16
procedures in the importation process, which on average takes 38 days with an
estimated average cost of US$ 1,616 per container. The procedures are still the
same and aside from the new scanner at the Maputo port no significant change
has been noticed.

The procedures for exporting goods remain the same. The number of documents
required to export is 6 and takes 39 days with an average cost of US$ 1,516 per
container. Pre-shipment inspection certification is needed for products on a
restricted list.

Road transport is constrained by the absence of both customs clearing capacity
and adequate customs warehousing facilities at the main land border entry posts.
This creates the need for compulsory warehousing at venue of destination.
Compulsory warehousing is most problematic on the major transport routes
with South Africa trade, as the main trade partner in the region. Warehousing
facilities operate under a monopoly and only one customs warehouse of each
type is available, enabling this way that rules and costs can be arbitrarily set and
interpreted. There seems to be a systematic problem particularly with the FRIGO
customs warehouses in Maputo where fees are charged pro rata of the
merchandise value and not by the volume it occupies.

Maputo port - a new scanner for containers has been installed at Maputo port.
This represents an improvement in terms of time spent on merchandise
inspection but, on the other hand, the interviewed companies complained about
the fee charged per container for this service irrespective of the type of
merchandise. It costs US$ 100 per 20 ft container or any size of bulk cargo but
only 10% of the containers are checked. The list of products currently covered by
import prohibition includes only items such as stupefacient and psychotropic
substances, beverages with chemicals harmful to health, medical drugs or food
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stuff dangerous to public health, pornographic materials and fake branded
merchandise. Currently restricted (requiring specific licensing/inspection)
products for import include guns, explosives and gunpowder, sugar and raw
cashew, toxic and venomous substances, gold and silver, vegetable foodstuff,
animals and animal products and special taxation regime products.

Key informants observed that the fragility of the system to confirm Certificates of
Origin from Zimbabwe is constraining imports from that country, and going the
other way the Zimbabwe Carbon tax remains a problem. Also, in Malawi,
insurance companies do not accept/recognize Insurance certificate issued by
their counterparts at the border. Trade with the region is also constrained by
language barriers. The Tete border post in particular appears to be highly
problematic, with difficulties with the weighbridge for trucks, and extremely
cumbersome migration and customs procedures. This post is characterized by
looseness on dealing with migration paperwork and customs procedures even
for light cars. These problems have been compounded by the apparent
abandonment of the bilateral committee called “Comité de rotas” - a joint
committee of Mozambique and Malawi migration, police and government
officials which used to meet regularly on a quarterly basis to discuss the best way
to deal with border traffic.

Namibia

It was found that the assessment of Non-Tariff Measures, some of which
constitute NTBs due to their inefficient and/or non-transparent administration,
should be viewed against the background of SADC’s - with the single and very
important exception of South Africa - relative insignificance both as a destination
of exports and source of imports. The multiple membership of Namibia and its
important trade partner in the region South Africa are both members of the
Southern African Customs Union (SACU), a fully-fledged customs union, and of
the Common Monetary Area (CMA), both these instruments greatly facilitating
the cross-border movement of goods between these countries.

Institutional coordination in Namibia towards removal of NTBs is under
progress although the private arm Namibia Trade Forum (NTF), which was
established in 2005 is weak in undertaken the appropriate measures. There are
no less than six ministries, the Namibian Police, two marketing boards and a
statutory board involved in the management of imports and exports. The onus is
upon the applicant to collect all relevant permits/ certificates from line ministries
and other bodies, before a commercial import/ export permit application can be
made to MTL For certain goods, up to three different points of control apply.

In the meat sector Namibia applies NTMs with regards to imports and exports.
On the import side there are (stringent) SPS measures in place for live animals,
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meat products, as well as for hides and skins. These are applied to protect
Namibia's FMD-free status and it is enforced and administered by the
Directorate veterinary Services. This is a necessary precaution to protect the
country's export markets (especially the EU) and as such does not constitute
NTBs.

Namibia applies the South African Bureau of Standards (SABS) standards. SABS
standards are required for most local tenders, including Government tenders.
Namibia’s ASYCUDA system allows for direct inputs by both local and foreign
traders and communicates well with customs clearance systems used in the
region (mostly ASYCUDA). South Africa has, years after Botswana and Namibia
introduced it, introduced the SAD500 (Single Administrative Document) for
customs clearance system yet does not allow for direct input by traders/freight
forwarders not registered in South Africa into its system (not ASYCUDA). In
response, Namibia since early 2007 now also disallows South African traders’
direct access to its system. It was also found that for all non-SACU SADC
imports an import license is required, even if a product does not feature on the
positive list. No general import licensing applies to SACU trade. This makes
unleveled playing between SACU and non-SACU SADC trade.

Progress is slow on harmonization of transit traffic procedures between Namibia
and regional partners, not in the least due to the large number of sovereign states
involved. Namibia (Government and industry) would like to see progress on
abolishment of the cabotage (“third country”) rule and introduction of Single
Administrative Document (SAD) for all SADC trade. Further the Namibian
government authorities are focusing on

Introduction of a SADC single bond for cargo in transit.

Uniform axle loads and Gross Vehicle Mass in SADC.

Uniform cross-border transport charges system for SADC.

Introduction of One-Stop-Border-Posts (OSBP).

Facility for automated pre-clearance by traders/freight forwarders in all
ASYCUDA and other customs clearance systems utilized by SADC
countries.

1 Computerization to speed up immigration control at SADC borders.

1 Infrastructure development to enhance cargo handling and improved
safety along SADC routes.

= =4 =4 -8 4

Key informants interview were in favor of streamlining of customs clearance
documentation, following the initiative in SACU of the SADS500 customs
clearance form, in SADC would greatly reduce cross border transit times.
Coupled to this the inter-linkage of computerized customs clearance system is
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opportune, allowing for direct trader access for pre-clearance purposes. Other
observations included:

1 Visa requirements for travel by Namibians into Zambia (and vice versa)
present a real hassle for Namibian (and Zambian) transport companies.

1 The presence of country-specific bureaux of standards is affecting intra-
SADC trade. A Southern African Standards Body would ensure cost-
efficient compliance.

1 Import of sugar from the SADC sugar producing countries has been
monopolized by South African companies who buy up the entire SACU
quota resulting in limited access for Namibian importers to Zimbabwean
sugar. The SADC Trade Committee has insufficient muscle to address this
unfair trade practice. In Namibia, there is also no institution fit to deal
with unfair trade practices, including dumping.

1 South Africa’s dominance in the regional beer industry hampers the
export of Namibian premium lager. The South African Breweries (SAB)
has a stake in most local beer producing outlets in the region.

1 The delays and additional costs introduced by the Zambian requirement
for exports of frozen Brazilian chicken in transit from Namibia to the DRC
reportedly for SPS reasons. These escorts should be abolished with
immediate effect.

1 The performance of the Namibia Trade Forum (NTF), a public-private
partnership in trade promotion and facilitation, is disappointing.

f There are concerns about the long-term negative impact of extended
“infant industry” protection measures. Consumers are also dissatisfied
with the 2004 ban on secondhand vehicles which are seen as pure
protectionist.

{1 In addition to the various NTBs and unlawful payment practices (bribery),
transport infrastructure shortcomings, including the absence of handling
facilities, hamper trade especially with Angola and the DRC.

1 The archaic general import and export management (IEM) system
administered by the Ministry of Trade and Industry is regarded by
industry as superfluous and adding inefficiency to their business. A single
focal point for IEM is long overdue.

1 MTI has no measures in place to deal with “under-invoicing” to avoid
C&E duties, especially when it concerns vehicles.

1 The Rules of Origin applied to intra-SADC trade do not appear to pose
any obstacle to trade.

Tanzania

The analysis shows little has changed from the 2005/06 EAC and 2004 SADC
NTBs consultations, the number of NTBs exist on intra-EAC and intra-SADC
trade still exists. The only area where progress has been made is on customs
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documentation through introduction of ASYCUDA++ at Dar es Salaam Port.
However the problem still exists in other entry border points. A summary of the
NTBs that affect Tanzania’s exports and imports which also are covered by WTO
classification are clustered under

a) Customs and administrative documentation procedures
Examples of NTBs under this cluster include varying systems for imports
declaration and payment of applicable duty rates at entry points, limited
customs working hours, and cumbersome inspection procedures used by
TRISCANI1S.

b) Cumbersome inspection requirements

Various NTBs experienced under this cluster include repeated and long
inspection queues during inspection of Gross Vehicle Mass and axle loads,
faulty weighing equipment at some stations, lack of quality standards for
plastics, quality inspection procedures in the other two EAC countries on
some products that are already certified by Tanzania Bureau of Standard in
Tanzania and varying quality inspection and testing procedures among EA
and SADC countries, cumbersome and costly quality inspection procedures.

¢) Police road blocks
While this is not cited a very serious obstacle to cross-border EAC and SADC
trade currently, police officers still stop commercial vehicles at various inter-
country road blocks and at border crossings even where there is no proof that
goods being transported are of suspicious nature (for example smuggled
goods and drugs, etc).

d) Congestion at Dar es Salaam Port
The use of old equipment like cranes used to offload cargo from delivery
vessels has led to serious clogging at the port, lack of warehousing space,
slow turn-around time of the vessels and consequently to exorbitant charges
for deliveries to Dar es Salaam port and demurrage charges on cargo.

e) Varying trade requlations among the three EAC and SADC countries
Within EAC, Uganda and Kenya both use the harmonized COMESA axle
load specifications at 16 tones for double axle, while Tanzania uses a higher
legal limit of 18 tones under SADC. Also, the specified maximum GVM for
commercial vehicles differs among the three EAC countries, at 54 tones in
Kenya, 46 tones in Uganda, and 56 tones in Tanzania, which limit the ability
to undertake efficient transit traffic within the region. Also EAC countries
have different parameters on weights, labeling, and quality, tolerance in
measurements, and type and technology used in packaging, which limits
ability of intra-EAC trade. Within SADC, the ability for maximizing trade
opportunities is limited by the lack of some members like Malawi and
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Zambia to deposit their trade instruments, which implies that the intra-SADC
tariffs cannot be applied under the trade protocol

f)  Varying, cumbersome and costly transiting procedures in the three EAC countries
Under this cluster, the most serious NTBs are varying requirements among
the three countries on the type of commercial trucks that should be used in
transit traffic and application of insurance bonds on goods destined to the
region, especially Kenya.

g) Immigration procedures
Some of the NTBs experienced under this cluster include requirements for
work permits in the two other EAC states, visa for traveling to South Africa,
and lack of an East African Passport by many citizens who cross borders in
search of business opportunities.

To ensure that NTB complaints are reported, monitored and actions taken
without delay, businesses through their membership organizations
(Confederation of Tanzania Industry and Tanzania Chamber of Commerce
Industry and Agriculture) have re-affirmed that the institutional mechanism
which was agreed during the 2005/06 EAC NTBs consultations was used
without further delay. This mechanism should also be applied to report and
facilitate elimination of NTBs experienced on intra-SADC trade. At the time of
endorsing the EAC mechanism in early 2006, it had been agreed that the EAC
ministries responsible for EAC matters would coordinate its application.
However, the Tanzania NTBs Monitoring Committee has not convened an
inaugural meeting to-date. In the course of current consultations, it emerged that
the said meetings have been delayed by lack of secretariat capacity to coordinate
issues related to NTBs. The same sentiments have been expressed in Kenya and
Uganda, where the business community propose for a “super mechanism” to
track existence of NTBs and facilitate their elimination. It would therefore seem
that for the Monitoring Committees to be effective, their secretariat capacities
need to be built up, probably through technical support by development
partners.

44 An Overview of Investments in the SADC

The trade statistics for SADC region clearly show that within SADC there has
been a significant decline in FDI inflows, particularly to the two principal host
countries (Angola and South Africa) which recorded negative inflows as it has
been revealed in Table 4.9. Botswana and Mozambique have also experienced a
similar trend between 2002 and 2006. The decline in the SADC region amounted
to US$6009 million between 2004 and 2006 according to the 2007 World
Development Report.
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Table 4.9:  FDI Inflows in SADC Countries, 2002 8 2006 in US$ Million
Sn | SADC Member 2002 2003 2004 2005 2006
Country
1 | South Africa 757.0 734.0 799.0 6251.0 -323.0
2 | Angola 1672.0 3505.0 1449.0 -1303.0 -1140.0
3 | Tanzania 388.0 264.0 329.0 695.0 617.0
4 | Botswana 405.0 419.0 392.0 281.0 274.0
5 | Zambia 82.0 172.0 364.0 380.0 350.0
6 | Namibia 182.0 149.0 226.0 348.0 327.0
7 | Mozambique 347.0 337.0 245.0 108.0 154.0
8 | Madagascar 61.0 95.0 95.0 86.0 230.0
9 | DRC 117.0 158.0 10.0 -79.0 180.0
10 | Mauritius 32.0 63.0 14.0 42.0 105.0
11 | Lesotho 27.0 42.0 53.0 57.0 57.0
12 | Zimbabwe 26.0 4.0 9.0 103.0 40.0
13 | Malawi 6.0 7.0 22.0 27.0 30.0
14 | Swaziland 92.0 -61.0 71.0 -50.0 36.0
15 | Total SADC 4194.0 5888.0 4078.0 6946.0 937.0

Source: World Investment Report, 2007; World Investment Directory 2008; PCF Surveys

The cross boarder and/or intra - SADC investment figures show that overall
intra SADC investments have been expanding overtime. South Africa is the
major and dominating source of both the outward and inward Foreign Direct
Investments. The South African outflows and inward FDIs stocks have been
increasing from US$23.3 million in 1995 reaching US$ 50.8 million in 2006, and
from US$ 15.0 million in 1995 to US$ 87.8 million in 2006 (UNCTAD 2008). FDI
from other SADC members to South Africa has been small and decreasing in
recent years. It increased from 0.3 billion rand to 5.0 billion rand between 2000
and 2002. Thereafter, it started to decline and reached 3.9 billion rand in 2006.
FDI from other SADC member countries accounted for only 0.1%, 2.1% and
0.64% of South Africa’s total inflows of FDI in the respective years. Much of it
reportedly originated mainly from Mauritius and Zimbabwe and some
reasonable amounts from Botswana, Lesotho, Namibia and Swaziland. This is an
indication that, most of the South African FDI from the rest of the world comes
from outside SADC region, and particularly Europe.

An increase in South Africa’s outward FDI stock in SADC could be related to the
integration effort but also to the end of apartheid regime, which opened doors
for the country to invest anywhere in the world. Elimination of NTBs has
therefore played an effective role in promoting intra SADC investments.

4.5 Conclusions
Judging from the discussion presented in the earlier chapters, a number of
conclusions and recommendations can be made.
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Prevalence of Non Tariff Barriers (NTBs)

NTBs are indeed prevalent in the SADC and have detrimental outcomes which
mostly affect the trade sector as well as investment and therefore economic
growth and poverty reduction initiatives in the respective SADC countries. Thus,
the NTBs problem is real and can disrupt the ongoing efforts to implement trade
and investment protocols in the SADC.

Literature review shows that NTBs affecting developing countries such as
quantitative restrictions have markedly decreased during the post-Uruguay
Round setting. The remaining post-Uruguay NTBs, appear to be more prevalent
in developing than in developed-country economies, although they have
decreased over time.

The Most Common NTBs

The most prevalent NTBs affecting trade and investment in the SADC range
from restrictions justified in terms of ensuring national security to Technical
Barriers to Trade (TBTs) and phytosanitary regulations, and customs
administration including delays, different interpretations of rules of origins, and
lack of transparency in the calculation of duties and other taxes. Delays at
numerous road blocks, prevention of revenue losses, protect domestic industries,
safeguarding health, safety and security of human beings, bribery and corrupt
practices involving customs, immigration, security officials and officials from
other regulatory authorities were the other NTBs identified.

NTBs Effects on Trade and Investment

As noted, NTBs have detrimental outcome to trade and investment in the SADC.
They tend to crowd out trade and investments from other SADC member
counties and the rest of the world. In general, NTBs restrict capital mobility and
frustrates trade between within SADC as well as trade between SADC and the
rest of the world. Trade and investment is restricted by drivers such as loss of
business and delays, which increase the cost of cross border trade and cost of
doing business (transaction cost). NTBs have also tended to weaken competition
by making producers less competitive in both domestic market as well as export
markets. Thus, in addition to unfavorable domestic environment, intra SADC
trade stagnation is partly due to the prevalence of NTBs in the region.

Justification of NTBs

Some NTBs such as the TBTs are often justified on genuine reasons such as
safeguarding national security; preventing revenue loss; protecting domestic
industries; and safeguarding health, safety and security of human beings. Most
NTBs have thus been in existence or were introduced on the basis of some
reasonable grounds or to safeguard vested interests of some influential social
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groups. However, this justification can easily be used as an excuse to impose
trade and investment restrictions.

Technical Barriers to Trade (TBT)

While recognizing that technical measures may serve legitimate purposes, it is
also evident that they can be important obstacles to exports to developed
countries whose technical regulations, standards and conformity assessment
procedures may effectively serve as border-protection instruments. Also
important to mention is the fact that, despite their adverse effects, these measures
can also have a positive effect for developing countries by spurring new
competitive advantages and investment in technological capability. This scenario
is less likely to materialize in LDCs, given the significant technological and
financial constraints faced.

Tariff and NTBs

In the SADC countries, tariffs have substantially been reduced and removed
following their decision to move towards a Free Trade Area (FTA) and launch of
the COMESA FTA in 2000. However, there is a trend indicating that tariffs seem
to have been replaced by NTBs.

Implementation of the Trade Protocol

All signatory country members of SADC generally shows positive progress in
gradual removal of NTBs through the implementation of measures agreed.
However, in many instances NTBs have become considerably less identifiable as
regional trade liberalization and tariff reform processes continues.

The positive impact of the adoption of harmonized systems such as ASYCUDA,
the harmonization of documentation, the use of the SADC and COMESA
Certificates of Origin and increased application of IT solutions is beginning to be
seen, at least at the major ports of entry in some of the member countries. There
are noticeable success stories where Customs Administrations have been
revamped, professionalized and overall working conditions improved.

Multiple Memberships in Regional Economic Communities

It should also be noted that, the problems associated with multiple memberships
in different regional trade blocks are real. As pointed out earlier, multiple
membership has affected trade negatively. In the SADC, some member countries
are denied access to the outside market opportunities due to multiple obligations
where all imports and exports are regulated. Lesotho and Namibia can make
good examples of individual countries which are affected most.

Investment
South Africa has the largest share of both inward and outward FDIs compared to
other member states. This is largely due to the fact that South Africa is an
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economic power. It has economic capacity in terms of the market, technology,
infrastructure, production capacity and competing capacity. It can therefore not
only attract capital and trade, but also stretch the muscles and invest all over the
world profitably.

4.6  Recommendations

With a total population of 215 million people, SADC is a big market which
provides the opportunity for the countries of Southern African region to
exchange goods and services which are produced in their countries so as to scale
up regional development and improve the quality of life of the people in the
region. More efforts in terms of NTBs related measures taken by individual
member countries to meet the requirements of the protocols are needed. Tariff
cuts and elimination of NTBs can foster economic growth. However, such
measures are meaningless if other economic policies are not geared towards
promoting trade and investment. Supportive measures such as a strong political
support and political stability are therefore critical.

Furthermore, unless economic capacities of the member countries are scaled up,
the SADC efforts may not bear fruitful results. There is a need therefore to ensure
that capacities of the individual countries are improved.

The need for harmonizing the regional transit traffic schemes, this is especially
because of multiple memberships of member states e.g. Tanzania belongs to both
EAC and SADC trading blocs, while its EAC partner states also belong to
COMESA, which means there may be some transit procedures that have
contradictory elements and focus. Such conflicts can only be addressed
effectively if the three regional trading blocs harmonize the applicable
procedures. In addition, to fasten implementation of the SADC protocol on trade,
harmonization of various trade policies is inevitable. These include marketing
policies, which favour increased production and efficient marketing channels
operating under market forces. All unnecessary regulatory measures should be
abolished, and the market should be allowed to determine prices. Inconsistent
pricing and subsidy policies are among the major causes of informal trade. Policy
formulation should not embrace such distorting measures that promote informal
trade. Corruption and rent seeking practices will be reduced if countries agree on
eliminating all existing trade barriers that are usually used by unfaithful civil
servants to receive bribes from traders.

In order for SADC countries to attract trade amongst themselves, all technical
barriers including standards and quality requirements should be harmonized.
No county should impose technical barriers to other countries in a manner that
prohibits trade.
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For the region to benefit from increased cross-border trade, that trade has to be in
goods and services produced within the region. This calls for greater focus on
measures or interventions that spur growth of the productive sectors (e.g.
agriculture, industry, and tourism).

Firms exporting processed or manufactured products have more stable revenues
than firms selling primary products. Promotion of value adding investment
particularly in the agricultural sector could reduce market risk associated with
price instability. In addition, promotion of labour-intensive commodities will be
important for trade to be employment generating.

The need to build capacity at the coordinating ministry and business associations
so as to enable the NTBs Monitoring Committee to play its role of facilitating
reporting, monitoring and elimination of NTBs. An effective secretariat capacity
will also help to kick-start application of NTBs monitoring and elimination
mechanism without further delay.
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Appendix1: List of Institutions Interviewed

ENTERPRISES/INSTITUTION INTERVIEWEE CONTACT
Business Entities
L St?faga Vegetable & Fruit Canning Co. Mr. B. L. Desai Box 1957, Dar es Salaam
2. Tanzania Brush Products Mr. Shabbir Zavery Box 9382, Dar es Salaam
3. Henkel Chemicals (EA) Ltd Mr. Peter Njore Dar es Salaam
4. Murzah Oil Mills I\N/[;;;:;:mi Dar es Salaam
5. Shellys Pharmaceuticals Limited Mr. Audax Mutoma | Box 3016, Dar es salaam
6. Tanzania Distillers Limited Mr. Nick Jenkinson Dar es Salaam
7. Jiemel Industries Limited Mr. Amar Shah Box. 2358, Dar es Salaam
8. Kays Hygiene Products Ltd Mr. HW. Mushi Box 22712, Dar es Salaam
9. Tanzania Tea Packers Mr. John Corse Box 1344, Dar es Salaam
10. JeJe Industries Limited Mr. Suresh Manek Box 633, Dar es Salaam
11. OK Plast Limited Mr. Sami Ghaddar Box 8821, Dar es Salaam
12. Eigzania China Friendship Textile Co. Mr. Nassoro Baraza Tel : 255-22-2400607
13. Unilever Tanzania Limited Mr. Kwasi Okoh Dar es salaam
14. Palray Limited g/f)r(;lal\;[kl;ﬁ:m Box 1916, Dar es Salaam
15. Premier Cashew Industries Mr. Mushtak Fazal Box 816, Dar es Salaam
16. East African Beverages Limited Mr. Fredy Kimburui | Tel: 2700655
17. Tanzania Fishnet Industries Ltd Mr. Ahmed Mohamed | Tel: 255-22-2151940
18. SDL-TESA SBU Mr. Peter Karumbu Tel: 0748800
19. Tanzania Cigarette Company Mr. Paul Makanza Box 40114, Dar es Salaam
20. Blankets & Textiles Manufacturers Ltd Mr. EZM. Banduka Box 9523, Dar es Salaam
21. ABB TANELEL Ltd Mr. I. Robertson Tel: 0744400530
22. A to Z Textile Mills Ltd Mr. Godwin Abedi Box 12476, Arusha
23. Supafood Corporation Ltd Mr. Munene Box 1512, Arusha
24. Mount Meru Millers Ltd Mr. Arvind Box 7094, Arusha
25. Sunflag Tanzania Limited Mr. Ajay Shah Tel: 0744 305263
26. General Tyre East African Ltd Human Resource Box 554, Arusha
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ENTERPRISES/INSTITUTION INTERVIEWEE CONTACT
Officer
27. KILI FLORA Ltd Mr. Nick Stubbs Box 988, Arusha
28. BICO Oil and Soap Ltd Mr. D.S. Nagi -
29. Mwanza Food Industries Limited Mr. Jagadesh Kumar | Tel: 2570677

Mr. Mohammed

30. Birchard Oil Mill Limited Sheriff Tel: 2570759

31. Mwanza Textile Ltd Mr. Vijay Kumar Mwanza

32. Tanzania Fish Processors Ltd Mr. K. Sanjay Mwanza

33. Nile Perch Fisheries Limited Mr. Peter John Mwanza

34. Mini Millers Ltd - Mr. Kiran Mistry Mwanza

35. Mwanza Fishing Industries Ms. Sebrina Masingi | Tel: 255-28-2560868, Mwanza
36. JAE (T) Ltd Mr. E. Mmari Tel: 028-2561000, Mwanza
37. Pamba Industries Ltd Mr. Paresh Kapoor Mwanza

38. Sefi Industries Ltd Mr. Nafsa Seifi Tel: 255-22-2150283
39. DPI Simba Ltd Mr. Sandeep Tiwari Tel: 2864555, DSM
40. PAN AFRICAN ENTERPRISES Ltd Mr. Kiran Shah Tel : 2860720

Non-state Actors

1. Confederation of Tanzania Industries Ms. Killinda Dar es Salaam

(CTI)
2. Tanzania Chamber of Commerce

Industry and Agriculture (TCCIA) Mr. D.C. Machemba Box 9713, Dar es Salaam
3. Daima Associates Limited Dr. Samuel Nyantahe | Box 75027, Dar es Salaam
4. Tanganyika Farmers Association (TFA) | Mr. Wilsom Mallya Box 3010, Dar es salaam
5. Tanzania Private Sector Foundation Mr. Louis Accaro Box 11313, Dar es Salaam

(TPSF)
6. Tanzania Women Lawyers Association - Box 9460, Dar es Salaam
7. Research on Poverty Alleviation

(REPOA) Mr. Lucas Katera Box 33223, Dar es Salaam
8. Tanzania Youth Alliance(TAYOA) Mr. Venance Joseph Box 77874, Dar es Salaam
9. Chama cha Demokrasia na Maendeleo q.

(CHADEMA) Mr. Mhonga Saidi mhonga@chadema.net
10. Tanzania Federation of Cooperatives Mr. Willigis Mbogoro | Tel: 2184082, Dar es Salaam

FOPRISA Annual Conference, Centurion

18-19 November 2008

Page 55




