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Zambia

OFFICE OF THE SECRETARY GENERAL

Letter of Transimital

The Chairman

The Authority of the Common Market for
Eastern and Southern African States (COMESA)
And President of the Arab Republic of Egypt,
State House Cairo

Arab Republic of Egypr.

Your Excellency,
Re: Annual Report 2001

In accordance with the provisions of article 17 paragraph 8 of the Treaty establishing the Common Market for Eastern
and Southern Africa, | have the honour and pleasure to submit the Annual Report for the Common Market for Eastern
and Southern African States (COMESA) for the year that ended on 31* December 2001. The report covers the success
and general activities of COMESA in the region’s development efforts through regional integration, with particular
emphasis to the consolidation of the COMESA Free Trade Arca that was launched on 31* October 2000. It highlights
the position of COMESA in the global, African and regional economy. It also looks at future prospects and possible
strategies for the region.

You will note Mr Chairman, that in the year 2001 as with the previous years, COMESA witnessed record
budgetary contributions from Member States towards integration programmes. This clearly indicates continued
commitments of the Member States to the ideals that COMESA was created for.

Similarly, COMESA continued to receive support from bilateral and multilateral partners. This support did not
only complement resources from the member States in different Programmes, but was also a demonstration of

confidence in COMESA programmes by regional and international organisations.

We do hope therefore, that this spirit will continue as we consotidate the Free Trade Area, and move ahead to
higher economic integracion.

Please accept Mr Chairman, the assurances of my highest consideration,

Erastus ] O Mwencha, MBS
Secretary General
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MESSAGE FROM THE CHAIRMAN OF THE COMESA AUTHORITY

As Chairman of the COMESA Authority, it is my pleasure to introduce the 2001 Annual report of the
Common Market for Eastern and Southern Africa.

In the year 2001, COMESA continued to consolidate the gains made in market integration following the
launch of the Free Trade Area (FTA) on 31% October 2001, Furthermore, trade and transport facilitation,
investment promotion and capacity building were intensified during the year. The launch of FTA was a
major step. There were some teething problems but these were speedily resolved. The resolution of those
issues is a clear indication of the determination of all member states and stakeholders to ensure the success
of COMESA.

During the year 2001 all stakeholders particularly the private sector and co-operating partners continued
to show an increased interest in COMESA. This increased interest reaffirms the opportunities COMESA
provides in contributing to addressing the challenges in an increasingly globalised and competitive world
economy.

COMESA has kept up its pace of delivering new products on to the market. The launching of the African
Trade Insurance Agency (ATI) in Kampala on 20t August 2001 was the prime achievement of the year.
In the short time that it has been in existence, ATl has already proved us right by its rapid impact on
the industry with business being transacted immediately and in several countries. lts effect in attracting
investment flows is evident in the increasing interest shown by regional and foreign investors.

As we cast our attention into the future, the next major milestone on our journey towards collective and
sustainable economic development for the benefit of all citizens and stakeholders, is the establishment of
the Common External Tariff and Customs Union. The majority of our member states are already within the
proposed tariffs such that only minimal adjustments will be necessary for them to become members of the
Customs Union. The other member states are working hard to meet the target date of December 2004.

The Customs Union will herald the birth of a truly single economic space in Eastern and Southern Africa
— another first on the continent. National borders will cease to exist for business and investment, thus
attracting more of them into the region. This in turn will lead to economic development and raise the
standard of living of all our people.

As we prepare for the Customs Union, we must also set our sights beyond it. The Union will have little effect
if people and capital cannot move freely within the region. Thus our programmes on free movement and
monetary harmonisation are being accelerated.

All these developments in our region are taking place in a rapidly changing and dynamic continental and
global environment. The African Union was launched in Zambia in 2001, as was the New Partnership for
Africa’s Development (NEPAD) all of which COMESA is party to and has been assigned key roles to play.

On the global scene, there was the Doha Ministerial Conference held in November 2001 that launched the
new round of negotiation under WTO, the Africa Growth and Opportunity Act (AGOA) of the US: and the
Cotonou Agreement between the EU and ACP countries. COMESA is playing a crucial role in supporting its
member states to get the maximum benefits out of these initiatives,

Hosni Mubarak,
President of the Arab Republic of Egypt and
Chairman of the COMESA Authority.
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Overview of COMESA Activities

Introduction

THE Common Market for Eastern and Southern Africa (COMESA), is a regional integration grouping of
20 Member States. The members are: Angola, Burundi, Comoros, Democratic Republic of Congo, Djibouti,
Egypt, Eritrea, Ethiopia, Kenya, Madagascar, Malawi, Mauritius, Namibia, Rwanda, Seychelles, Sudan, Swaziland,

Uganda, Zambia, and Zimbabwe.

Statistical Summary:'
COMESA
Population 353 million (2000)
Real GDP (1990 prices and Exchange Rares) US$ Billion
Growth 3.2 percent (2000)
Per capita GDP US$465 (2000)
Inflation 11.80 percent
Total Investment ( % of GDP) 18.9 (2000)
Savings (in % of GDDI) 10.3 (2000)
Tot 92.4 (2000)
External Debt (30GDDP) 59.6 (2000)
Real GDP-Growth
1991 1992 1993 1994 1995 1996 1997 1998 1999 20060
COMESA 1.3 -0.7 0.5 2.6 32 5.6 3.2 3.7 2.8 3.2
Africa 0.8 -1.2 0.6 2.0 3.8 5.2 3.5 2.6 2.2 3.0
Real GDP Growth
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Inflation:

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

COMESA 356 43.5 35.0 47.9 315 26.8/ 13.3 81.5 10.4 11.8
Africa 45.9 56.9 47.9 68.7 40.7 36.4 17.6 10.7 14.5 17.1

Savings and Investment: COMESA
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Savings and Investment: COMESA
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

Investment 14.3 17.2 15.4 16.5 16.4 16.5 16.5 17.9 19.3 18.9

Savings 9.1 10.2 7.8 10.5 10.1 11.3 10.7 10.3 10.7 11.54
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CLASSIFICATION by GDP

HIGH INCOME

Mauritius

Seychelles

!
JOR N U W S

MIDDLE INCOME

Djibouri

Egypt
Namibia

Swaziland

LOW INCOME

Angola

Burundi

Comoros

D R Congo

Eritrea

Ethiopia

Kenya

Madagascar

Malawi

Rwanda
Sudan
Uganda

Zambia

Zimbabwe

Soutrce: COMESA Statistics
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PART I: ECONOMIC TRENDS:
COMESA AND THE WORLD
ECONOMY

PERFORMANCE OF THE WORLD ECONOMY

In 2001 the global economy registered slower growth,
with real outpur growth falling o 0.4 percent
compared to 4.7 in 2000. The deterioration in growth
was driven by low consumer and investor confidence
and weaker global demand that was compounded by
the tragic events of September 11 in the USA. This
slowdown in the world economy was accompanied
by a precipitous decline in the volume of world trade
to a growth of merely 1.0 percent in 2001 from
12.4 percent in 2000. However, inflationary pressures
remained subdued in both advanced and developing
countries. According to IMF projections, growth in
advanced countries in 2002 is now expected to be
only 0.8 percent down from 1.lpercent in 2001°,
The world economy however, is expected to grow
ac 2.4 percent in 2001. Whereas world trade in
volume grew by over 12 percent in 2000, the latest
projections by the IMF show a minimal growth of
only 1 percent with imports of advanced countries
registéring a negative growth of -0.3 percent. It is
projected that there will be a slight recovery in 2002
with world trade growing by 2.2 percent.

THE GLOBAL ECONOMIC CONTEXT

Gilobalisation has helped reduce poverty in a large
number of developing countries but it must be
harnessed better to help the worlds poorest, most
marginalized countries improve the lives of their
citizens.

A recent World Bank study on Globalisation shows
that 24 developing countries thac increased their
integration into the world economy over two decades
ending in che Jate 1990s achieved higher growth in
incomes, longer life expectancy and better schooling.
These countries, home to some 3 billion people,
enjoyed an average 5 percent growth rate in income
per capita in the 1990s compared to 2 percent in rich
countries. Many of these countries, such as, China,
India, Hungary and Mexico have adopted domestic
policies and institutions that have enabled people
to take advantage of global markets and have thus
sharply increased the share of trade in their GDP
These countries have been catching up with the rich
ones ~ their annual growth rates increased from 1
percent in the 1960s to 5 percent in the 1990s. People
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in these integraring countries saw their wages rise, and
the number of people in poverty declined.

But not all countries have integrated successfully into
the global economy. The report says that some 2
billion people — particularly in Africa, the Middle
East, and the former Soviet Union ~ live in countries
that are being left behind. These countries have
been unable to increase their integration with the
world economy; their ratio of trade to GDP either
remained fat or actually declined. On average, these
economies have contracted, poverty has risen, and
education levels have risen less rapidly than in the
more globalisedcountries.

A similar growth rate is predicted for 2002. However,
according to the IMF, the poorest countries will
be hurt by a weaker external demand and falling
commodity prices. About 80 percent of African
exports comprise crude oil and non-fuel commodities,
the prices of which are hit by waning global demand
since the second half of 2001.

For instance, crude oil (average spot) dropped by 13.7
percent in 2001 from that of 2000, it is projecred to
drop further by 19.7 percent in 2002. Coffee, and
in particular, coffee robusta will be worst hit. Having
had dropped by 33.5 percent in 2001 is expected to
drop by a furcher 14.3 percent in 2002.

ECONOMIC TRENDS IN AFRICA

Economic performance in most of Africa has been
satisfactory in the last half of the 1990s. Average
growth was abourt 4 percent whilst export growth was
over 6 percent in 1998-1999. The IMF predicts an
increase in African growth,from 2.8 percent recorded
in 2000 to 3.5 percent in 2001

Despite these gains, Africa faces major challenges
in the new millennium. The needs for reform and
institutional development are large, there remains a
high degree of vulnerability to external markets, HIV/
AIDS continues to have devastating effects on the
population, and political instability and conflicts block
development in a number of countries. All these are
hindrances to creation of wealth and development.

The New Partnership for Africas Development
(NEPAD), an initiative approved by African leaders
in July 2001 constitutes an important framework
for meeting African’s development challenges. The
kingpin of NEPAD includes peace and security,

consolidation of democracy, promotion of the role
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of women, sound econoemic management, reduction
of poverty and improved governance. One important
element of NEPAD is the recognition of the
importance of the regional dimension and the pooling
of national sectoral programs rowards 2 regional set
of programmatic objectives. NEPAD’s success will
also depend on the co-operation and support of
development partners especially in terms of increased
financial assistance. According to the United Nations
Economic Commission for Africa, overall aid 1o
Aftica has declined from US$19 billion a year ac the
beginning of the 1990s 1o US$12 billion in 2001, a
drop of 40 percent. For the economic objectives of
NEPAD 1o be met, an average annual growth rate of 7
percent per annum has to be attained and this requires
a capital outlay of US$64 billion per annum,

ECONOMIC TRENDS IN COMESA

The first year of the Free Trade Area (FTA) has seen
some substantial growth in Intra COMESA trade.
Preliminary trade figures for the first six months of
2001 and last quarter of 2000 indicate, in some cases,
that trade has grown by more than 20 percent. If this
trend is maintained and sustained, the year 2002 is
likely to see a significant increase in volume of trade
among FTA participating States and the rest of the
member States that are preparing to join the FTA. In
terms of output, COMESA GDP grew by 3.2 percent
in 2000.

The waning global demand has affected most of the
COMESA countries. The low coffee prices ($350/ton
in early October 2001) affected Uganda and Ethiopia
where coffee remains a vital source of foreign exchange.

Kenya, which exports 50 percent of its annual tea crop
to Pakistan and Afghanistan, has been affected as a
resule of hostilities in the area. Angola, Zimbabwe,
Namibia and Zambia, producers of minerals such as
gold, diamond and copper, are likely to be affected
by weak consumer spending on luxury goods and
depressed copper prices by 13 percent in 2001 and
2.9 percent in 2002. In most African countries, the
tourism industry has been hit by reduced international
wavel. Egypt’s tourism industry was the biggest
casualty in COMESA. According to latest figures from
the World Tourism Organization, tourism arrivals fell
by 15.6 percent.

Out of the 42 countries designated by the World
Bank as Heavily Indebted Poor Countries 12 are
from the COMESA region.* Only Uganda had
reached the completion point by February 2002 whilst
Echiopia, Madagascar, Malawi, Rwanda and Zambia
had reached the decision point under the enhanced
HIPC. As of July 2001, for the COMESA countries
assessed’, the committed debt relief in NPV terms was
estimated at US$6.5 billion, with Zambia ac US$2.5
billion as the largest beneficiary.

Nine COMESA countries have qualified for textile
and apparel benefits under AGOA." This has opened
up possibilities of reviving the cloching and textile
industries that have potential for creating large
employment opportunities. For example, Kenyan
textile exports have risen to US$70 million (Jan 2001~
Feb 2002) compared to US$ 10 Million in 2000. It
is also estimated that 100,000 new jobs have been
created in participating COMESA member states.

| COMESA Exports to the USA 2000/01 |
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World Economic Outlook Projections
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ECONOMIC TRENDS IN

MEMBER STATES

ANGOLA
Macroeconomic Data

(In millions of US Dallars, unless otherwise indicated)

1991 1992 1993 | 1994 | 1995 | 1996 | 1997 [ 1998 |199%( 2000
Growth Rate 0.3 -5.8( -240| 13 7.1 7.9 62| 31| 34| 2.1
Per capita GDP 1,003 919 679 | 670 698 732 | 756| 760 765| 760
Per US § Exchange Rate 60 128 229| 393(2791[10041
Inflation 83.6 299.1 [1,379.5(949.8(2,672.2 |14,146.0| 221.5 107.4 |248.2|325.0

Gross Investment

Gross National Savings

Trade balance

1871 3129 | 2529 {14464 |2077

Exports, f.0.b.

37231 5169 | 5007 | 3543|5344

Imports, f.o.b.

1852 | 2040 2477|2079 }3267

Current account balance

Direct investment

303 533 492| 115]2520

In months of imports

Total external Debt

11675 | 8499 | 8570 | 8782|9591

Sources; IMF statistical annex; and Angolan
authorities

Economic Structure

Angola has potentially one of the most developed
agriculture, fisheries, mining and manufacturing sec-
tors. The country has enormous reserves of oil, gas,
and diamonds as well as considerable hydroclectricity
potential, varied agricultural land, and adequate rain-
fall. Angola is now the second largest economy in
southern Africa and was the ninth exporter of crude
oil to the United States in 2000. Angola’s additional
mineral wealth includes, iron ore, phosphates, copper,
feldspar, gold, bauxite, and uranium. Before 1975,
Angola was the fourth largest producer of diamonds
in the world. In 1999, Angola’s diamond sales rotaled
US Dollars 500 million.

The Angolan economy is highly dependent on its
offshore oil sector, which accounts for 60 percent of
the country’s GDP and nearly 90 percent of export
revenue.

Angold’s industrial sector contributes 4 percent to
GDP In recent years manufacturing has exhibited
rapid growth. Industrial products include; refined
oil, cement, textiles, pharmaceuticals and consumer
goods.

9

Angola’s highlands are some of the richest agricultural
lands in the world. Agricultural production has been
hampered by the war and currently accounts for only
8 percent of GDP and employs 70 percent of the
work force. . Only 2 — 3 percent of the land in Angola
is currently under cultivation, but under the new
agricultural strategy and with peace recovery, higher
growth is foreseen in the near future.

Recent macreeconomic developments

Angola has maincained positive growth rates due to
the strength of its oil sector. Its Real GDP rose from
US$9,787 million in 1999 to US$9,994 million in
2000. Despite the rise in oil prices that boosted Ango-
la's export earnings, real growth rate slowed down
from 3.4 percent in 1999 to 2.1 percent in 2000.
Per-capita GDP in 2000 was US$760; this reflected a
slight drop from the 1999 figure of US$765.

The continued depreciation of the Kwanza (Kwaz),
supply bottlenecks associated with the conflict and
large public wage increases led to0 a high increase in
consumer price inflation of 325 percent in 2000 com-
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pared to 248 percent in 1999, However, inflation rates
have shown considerable decline since 1996.

Angola is one of the few countries in the region that
have managed to attract considerable investment. For
five consecutive years, the share of investment in GDP
has been above 22 percent. Savings have also been
high; in 2000 the share of savings in GDP was 43.3

PCI’CCI‘II.

Angola’s fiscal position improved in 2000. The share
of fiscal deficit in GDP improved from 17.9 percent
to 2.1 percent. This was as a result of increased pres-
sure on the government to reduce fiscal expenditure.
It was projected that the government would achieve a
surplus of 4 percent in 2001, In addition government
revenue was buoyed by rising oil prices.

The external current account excluding grants fell
from -37 and -30.2 percent in 1998 and 1999 to
-2.8 percent in 2000. Real imports grew at 15.2 per-
cent compared 1o 22.3 percent in 1999. Exports on
the other hand grew 1.4 percent in 2000. Angola is
among the few COMESA member states that have
maintained a positive trade balance for the past 10
years. In 2000, trade balance as a percentage of GDP
was 51.3 percent.

In the wake of the floating exchange rate in May 1999,
the Kwanza depreciated by 88 percent in foreign cur-
rency terms in the period January 1999- March 2000.
In real effective terms, it depreciated by 38 percent
during the same period.

Broad money grew at 240 percent in 2000, com-
pared to 678.2 percent in 1999. As a share of GDP it
decreased from 20.3 percent in 1999 to 15.2 percent
in 2000.

External debt decreased to $ 6.44 billion in 2000 rep-

resenting 97.3 percent of GDP. It was estimated to
increase to $10.4 billion in 2001.

Trade Policy
Angola has eight ad volorem rates ranging from 2
percent to 35 percent depending on the merchandise.

It has an average ad volorem rate of 12 percent.

Angola is a member of COMESA and the Southern
African Development Community.

Structural Policies

Progress towards privatization has been minimal and

COMESA Annual Repore 2001

the government continues to hold monopolies in
the telecommunications, insurance and banking sec-
tors. Angola’s privatization programme was initiated
in 1990; progress has however been slow and limited
to small enterprises. In 1999, the government pre-
pared a list of medium sized enterprises to be priva-
tized, and in May 1999 10 of them where privatized
under a pilot project. Also in place are studies on a
phased privatization of the two state owned banks,

With the civil war, social conditions in Angola are
worse than the average for sub Sahara. According the
United Nations, there were abour 3.7 million people
displaced by the conflict, and 9 million living in abso-
lute poverty in 1999. Since July, 1999 the government
has embarked on a programme of the rehabilitation
of social and productive infrastructure, under the Eco-
nomic and Social Development Fund (FDES).

BURUNDI
Macroeconomic Data

Economic Structure

Burundi is a predominantly agricultural economy.
Agriculture accounts for close to 60 percent of GDP
and supports 90 percent of the labour force, the
majority of which are subsistence farmers. Burundi is
potentially seff sufficient in food production.

Principle crops include coffee, bananas, tea, cotton,
palm oil, tobacco, maize and rice. Coffee production
is the backbone of the economy accounting for 78
percent of all exports. Volatile coffee prices have
severely affected the nation’s export performance, but
the government has since early 1990s implemented
efforts aimed at increasing earnings for coffee.

Industry accounts for 11 percent GDP  with
agricultural processing being the dominant activiry.
Among the main products manufactured are asbestos
products, beer, cigarettes, and plastic products. Since
1995 remarkable growth has been achieved in the
chemical sector.

Recent macroeconomic developments

Burundi's macroeconomic performance has been
affected by the civil war. Sanctions imposed in respect
to war in 1996 and the cutting of aid by bilateral
donors from $300m per year to $27 million served
to worsen the situation. The sanctions were lifted in
1999, but this already had a substantial effect on the
cconomy. In addition, steadily falling world prices for
coffee, Burundi’s major export earner, have sent ripple
effects in the economy.
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(In millions of US Dollars, unless otherwise indicated)

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
Growth Rate -11.8 | -19.8] -6.6 | -59 |-24.6 |-18.8 | -17.5| -21.9] -22.5
Percapita GDP 192.79 ] 187.0 | 167.2|193.5 | 207.5| 144.0 | 158.6 | 143.3] 136.1] 120.7
Per US $ Exchange
Rate 181.5] 208.3| 242.8| 252.8| 249.8] 302.8| 352.4| 447.8| 563.6} 720.7
Inflation 9.0 4.5 9.7 47| 194] 264| 311 125 3.6{ 319
Gross investment 202,16} 192.8] 133.1] 111.0f 112.9| 984| 77.1] 33.1| 651 509
Gross national savings 12392 | 93.1f 557 82.7f 68.5( 59.04 76.7| -7.6| 46.7| 3.3
Trade balance -35.9{ -104.9| -98.9} -91.9| -63.0| -59.9| -85| -59.5| -42.3| -58.9
Exports, f.o.b. 100 76.9| 73.3| 60.7| 112.5| 40.4| 57.6| 64.0f S56.0( 49.1
Imports, f.0.b -1959 | -181.8| -172.2}-172.6|-176.5|-100.0| -96.1{-123.6| -97.8(-107.9
Current account
balance 2053 | -22.1|-225.6(-158.4]-141.1| -84.1] -50.2/-103.7| -71.6(-113.0
Direct investment 0.9 0.6 05 09| 20| 00| o0 o 02| 147
In months of imports 57 5.0 83 134] 11.7] 163| 128 60| 6.6 56
Total External Debt 937.97 | 937.97| 1056.7|1049.4|1225.6{1165.7(1206.5|1241.2(1199.1]1282.9

Sources: IMF statistical annex; and Burundi authorilies

As a result, GDP growth has been negative since
1996. In 2000, growth was zero percent, mainly
due to reduced supply of inputs due to a dearth in
foreign exchange and adverse effects of drought and
populacion displacement on agricultural activity. In
absolute figures real GDP has declined from US$
742.9m in 1991 to US$ 149.5m in 1999. Percapita
GDP was US$149 in 2000,

Investment and savings are below the average for
developing countries. In 1999 the ratio of savings
to GDI' was -6.3 while that of investment was
6.8 percent. In order to improve its investment
performance, Burundi has either simplified or removed
investment and regulatory instruments.

Reduction of aid flows from its co-operating partners
led to the weakening of Burundi’s fiscal position.
Burundi’s fiscal position is likely to improve with the
lifting of sanctions. In 1998 foreign grants accounted
for only 2.6 percent of GDP. Since 1996 the fiscal
deficic as a percentage of GDP has averaged 6.5
percent. Government revenues have fallen mainly
as a resulc of the contraction in the tax

deterioration of 14 percent in the terms of trade,
the contraction of public sector expenditure did not
lead to a corresponding improvement in the external
position. The current account deficit (including official
transfers) thus widened by 2.3 percentage points of
GDP o 4.5 percent in 2000. However, owing to a
marked improvement in the capital account in the
form of program loans from the World Bank (mainly
the EERC}, the overall balance of payments deficic
narrowed to 2 percent of GDI

Burundi (classified as a HIPC) is faced with an
important external debr - 118% of GDP in 1998.
Burundi remains current with multilateral credicors,
but it has accumulated arrears to bilateral creditors at
a pace of about US$10 million per year since 1995.

Trade and external sector policies

Burundi has put in place policies to liberalise it trade
regime. Itis a member of COMESA and intends join
the COMESA FTA in the medium term.

base. The financing requirements of the
government are currently met largely by an
accumulation of external arrears and domestic
bank borrowing.

On the external side, the reduction in
imports, associated with the rationing of
foreign exchange, translated into a narrowing
in the trade and external account deficits.
By end-1999, Burundi’s gross official reserves
had fallen to some US$49.6 million, reducing
the import coverage from seven months of
imports at end-1998 to abourt four months
at end-1999. But in 2000, because of strong
private sector demand for imports and a

Sectoral breakdown of GDP
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COMOROS
Macroeconomic Data

(In millions of US$, unless otherwise indicated)

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000*
Growth rate -54( 85| 3.0 -5.3 -3.9 -121 03(-12|-04] 1.7
Per capita GDP (1990=100) 529 | 559 | 561 518 484 466 | 455 438 | 425| 420
Per US $ Exchange Rate 4164 3743 383.7 |437.8|442.51461.8] 534
Inflation 1.7] -14] 2.0 253 7.1 2.0} 3.0 35| 3.5]| 45
Gross investment 16.1 13.6 134[147(11.9{104
Gross national savings 9.2 7.3 43)-24| 87| 1.8
Trade Balance -34 422 -42.6 {-42.1]-36.6(-34.3| -26
Exports, f.0.b. 10.8 11.3 6.3 6 59] 9.1] 121
Imports, f.o.b, -44.8 -53.5 -49 (-48.1|-42.3(-43.3{-38.1
Current account balance
Direct Investment 0.4 0.9 09] 02| 04] 03| 0.1
In months of imports 5.1 6.5 55 57| 6.1] 4.5 8
Total external Debt 167 I89 166.7 |159.5[161.3| 145

Sources; IMF statistical annex; and Comoros authorities

*Estimates

Economic Structure

About 70 percent of the population is involved in
subsistence agriculture (including fishing) and the
production of three export crops; vanilla, cloves
and ylang-ylang (a natural essence). Comoros is
traditionally the world’s second largest exporter of
vanilla, The Agricultural sector accounts for 40 percent
of GDP and 90 percent of all export carnings.

Agriculture is the major determinant of the country’s
economic performance, with exports of vanilla being
the major foreign exchange earner.

Industry accounts for 16 percent of GDP. Most
manufactured goods are imported; the manufacturing
sector consists mainly of food processing, some
textile industries, wood and paper processing and the
production of construction materials.

The services sector is the second largest contributer
to GDP Accounting for 30 percent of GDP, the

sector has a lot of potential for further development
especially in tourism.

Recent macroeconomic developments

Although the economic database remains weak,
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available information indicates that recent economic
developments have been poor. Real GDP growth has
remained below the population growth since the mid
1980s.

Comoros recorded real GDP growth rate of 1.7
percent in 2000, showing an improvement over the
previous year’s 0.4 percent. In absolute terms, real
GDP stood at US$239 million. Per capita GDP has
steadily declined from US$529 in 1991 o US$ 420
in 2000.

The Comoros is 1 member of the French Franc Zone
and under its fixed exchange rate regime inflation
was kept at 3-4 percent per year in 1998-1999. It
increased slightly in 2000 to 4.5 percent.

Investment performance had deteriorated over the last
decade as a result of uncertain political environments
and structural problems. In 1991 Comoros had an
investment to GDP ratio of 20.3 percent this figure
fell to 12.9 percent and 10 percent in 1999 and 2000
respectively. Savings as a percentage of GDP where at
-4.1 percent in 2000.

Berween 1997 and 2000, the current account deficit
(excluding grants) narrowed steadily from 24.8 percent
of GDP to 4.6 percent of GDP as a resule of
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improvements in the trade and services balances and
a 37 percent increase in private transfers from the
Comorian community living abroad, which more
than offset a sharp decline in official grants following
the suspension of donor assistance. While the volume
of traditional merchandise exports decreased in 1999
and 2000, their value increased significancly due to
sharp increases in unit prices. Over 1997-2000, the
international price of vanilla increased by almost 124
percent in 2000. Comorian cloves exports increased
by 554 percent in 1999, but fell in 2000 reflecting a
lower local production because of the previous years
over-harvesting,

In 1990, the stock of external debt amounted to US$
197 million (76 percent of 1990 GDP), including
US$ 44 million. In 2000, the external debe including
arrears amounted to US$ 225 million (or 111 percent
of GDP). About 78 percent of the total nominal debe
was owed to mulrilaceral institurions.

Trade policy

The government regulates, to a varying degree, the
prices of key export products and some import
products. For the three expore cash crops (vanilla, cloves
and ylamg-ylang), the government, in consultation
with producers and exporters, determines the
minimum price © be paid to the producers and
exporters in order to protect farmers from the
oligopolistic setting of prices by a few merchants.

Similarly, the government fixes consumer prices based
on invoice of the suppliers and other applicable costs
and taxes; the final price allows in general, for 5-10
percent profit margin.

Between 1996 and 1997, the external tariff regime
was revised to a system of three non-zero bands with
rates of 20, 30 and 40 percent {excluding alcohol and
tobacco, which were taxed at 180 percent), an average
weighted tariff of 30 percent.

Comoros is a member of the Indian QOcean

Commission (I0QC) and COMESA.
Structural policies

Comoros has also embraced an ambitious public
enterprise privatization programme. The government
has drafted regulations to liberalize postal services
and relecommunications. In addition the government
intends to complete the privatization of the port
and maritime Transport Company before the end of
2002.
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CONGO, D.R.
Macroeconomic Data

Economic Structure

The Agricultural sector accounts for about 55 percent
of GDP and employs about two thirds of the labour
force. The sector is divided into two sub sectors;
small-scale farming and commercial farming. The
country's major exports include, forescry products,
coftee, tobacco, palm kernels, cotton, and rubber.

Performance in this sector has declined over the
five years. Most small-scale farmers have resorted to
subsistence farming while expore farmers have also
recorded adverse declines in production.

DRC has some of the most extensive mineral deposits
in COMESA. Its mining sector accounts for 90 percent
on the country’s export carnings. Minerals mined
include copper, cobalt, industrial diamonds, uranium,
tin, gold, silver, coal, zinc, manganese, tungsten and
cadmium, as well as offshore petroleum.

Production of these minerals does not march the
potential.  In the 1970s DRC used to be an
important producer of copper, cobalt, diamonds, gold
ang others mentioned above. Historically, mining
accounted for 25 percent of GDP and 25 percent OEF
its rotal budgetary revenue. Searting 1995, DRC has
experienced major declines in this sector. Reasons for
this performance include: weak regulatory institutions
in charge of this sector, incfficient public sector
and a marked institutional disorganisation and war
conflicr,

DRCs manufacturing sector is small accounting
for less than 5 percent of GDP Major activities
in the sector include mineral processing, petroleum
production, cement production as well as tires, shoes,
textiles, cigaretees, beer and processed food.

Recent macroeconomic developments

DRC recorded negative growth for the fourth
consecutive year in 2000, real GDP growth stood at
-4.9 percent from ~14 percent in 1999. In absolute
terms real GDP fell from US$7,827 in 1991 1o US$
4,284 in 2000, Higher output of copper and cobalt
were not_enough to offset the damage to the other
sectors of the economy caused by the civil war. This
has also impacted negatively on DRCs per capita
GDP, which has fallen well ﬁe!ow the 1990 level of
UIS$224 1o US$82 in 2000. This is the lowest in
the region and places the country among the poorest
countries in the region.

DRC has had some of the region’s worst inflation.
Berween 1990 and 1995 the cumularive increase in
prices was 6.3 billion percent. in 2000 consumer

rice inflation was 555.7 percent. Inflation has
ch to the breakdown of financial intermediadion,
uncontrolled spiral of exchange rate depreciation,
increased dollarisation, erosion of the real value of tax
revenues hence a compounded {all in fiscal revenue. In
addition, investment and savings have been depressed,
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(In millions of US Dollars, unless otherwise indicated)

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
Growth rate -84 -10.5| -13.5 -3.9 0.7 0.9] -82| -35(-14.0] -49
Per capita GDP 198 172 144 134 | 130| 127 13 106 89 82

Per US $§ Exchange

555.2 |1499.15|511.55)|583.67(589.95(|615.7 (71 1.98

Inflation 2,154.4(4,129.2

1,893.1]23,760.5| 541.8

616.8 | 198.5| 29.1{284.9( 5557

Gross investment

27.1| 27.9| 20.7| 24.1| 23.6

Gross national savings

Trade balance

249 56 <504 -175] -275

Exports, l.o.b. 1841

1652 | 1189 | 1180 933 760

Imports, fo.b.

-1403 | -1133 | -1230 |-1108] -1035

Current account balance

-411 | -603| -570| -644 | -798

BDirect Investment

In weeks of imports

2.1 1.8 23| 25 22

Total External Debt 10998

13086 |12634 | 13506 |13238] 12862

Sources: IMF Statistical Annex

output has stagnated and real wages have declined
substantially. The major source of this inflation has
been the unbridled monetization of an uncontrolled
budgetary deficit.

Towal investment remains low, berween 1991 and
2000 che share of total investment in GDP was 7
percent, while the share of domestic savings in GDP
was 8.7 percent over the same period. TEe bulk of
FDI flowing into DRC goes to the mining sector.
The major source of FDI is Belgium, bur recently the
Anglo American Corporation have also gained strong
i)(rcsencc through its purchase of a 60 percent stake in
olwezi Tailings.

The country’s fiscal position has also been weak over
the past decade, the deficit has been larger and the
revenues to GDP ratio has fallen to among the lowest
for African countries. While the pattern of annual
variations has varied significantly, the picture shown is
one of extreme fiscal weakness.

In the external sector, exports have benefited from
the increase in commodity prices since the early
1990s.DRC’s debt is large relative to its

that will be monitored by the staff of the IME

Macroeconomic policies introduced aim at breaking
hyperinflation, stabilizing the economic situation,
laying the foundation for a restoration of growth and
reconstruction, and reducing poverty. TEese macro
economic policies include; a restrained budgetary
policy centered around strict adherence to a monthly
treasury plan; a prudent monetary policy and a float-
ing exchange rate system.

Trade Policy

DRC is a member of COMESA; it has nor ratified or
signed the SADC Trade Protocol.

Structural Policies

The privatisation process has not gained much
momentum, although the Government is planning to
sell its shares in a few companies, and privatise the
management of others in the near future.

resource base and its ability to service its debt.
External debt was estimated ac US$ 12.7
billion ac the end of 2000; this was equivalent
to about 280 percent of GDP or over 15 years
of the current diminished value of exports
of goods and services and almost 6O years of
hiscal revenues in 2000.

Policy developments

The new government has started the process
of liberalizing, restructuring and revitalizing
the Congolese economy, especially the pri-
vate sector. In this contexr, understandings
have been reached on an economic program
covering the period June 2001-March 2002

Sectoral breakdown of GDP

EAgriculture
Mining
OManifacturing
B Senices

COMESA Annsal Report 2001

14



DJIBOUTI

Macroeconomic Data

{In millicns of US Dollars, unless otherwise indicated)

1992 1993 1994 1995 1996 1997 1998 1999 2000
Growth rate 0.2 -6.7 09| -35; 4.1 0.7 -0.1 221 07
Percapita GDP B0O| 761| 676 647 614 579 565| 566 569 | 566
Per UUSS Exchange Rate 1777172711777 | 177.7 (1727 | 1727 172.7| 1777 177701777
Inflation 6.8 34| 44 6.5 49| 35 251 22 20| 24
Gross investment 86| 92 95| 153
Gross national savings -9.7| 404 41| 454
Trade balance -180.7 |-169.2|-161.1{ -161.4 |-179.7| -182.4 |-193.7
Exports, f.0.b. 564 | 37.6| 39.6| 42.6| 59.1 69.2| 75.4
Imports, f.0.b. 237.1 | 206.8 | 200.7 204 | 238.8| 251.7)269.1
Current account balance -40.2| -17|-163| -11.5]-14.4 -3|-384
Birect Investment 14 3.2 33 241 3.5 42 33
In months of imports 41 32 34 3
Total External Debt 2777|2653 12843 | 316.6| 337| 3369|3684

Sources: IMF statistical annex and Djibouti authorities

Economic Structure

Djibouti has one of the most liberal econemic regimes
in the region. Its economic viability is based on trade
through the international port of Djibouti, and on
developing the services sector.

The Djibouti economy consists of three main sectors;
agriculture, industry and services.

The largest sector is the services sector which accounts
for 77 percent of GDPBScanty rainfall limits crop
production in Djibouti. Most food is imported.

Recent macroeconomic developments

Djibouti has one of the most stable economies in the
region. It has had a stable currency for over 20 years
and is potentially self sufficient in food.

In 1999, Djibouti’s economy recorded GDP growth
of approximately 1.5 percent; it further accelerared
to 2.3 percent in 2000. This growth was sustained
by the sharp upturn in Djibouri’s port operations
(with tonnape exceeding 1998 levels by abour 25
percent); largely reflecting increased transit trade with
Ethiopia. This development more than offser the
negative impact of the reduction in France’s military
presence. Per-capita GDP has declined substantially
over the years, from US$ 800 in 1991 1o US$566 in
2000 a drop of 29.25 percent.
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Inflation has been stable over the last decade averaging
3.8 percent. In the three years preceding 2000, CPI
inflation grew at less than 2.6 percent. In the 12
months prior to July 2001, inflation remained at 1.7
percent.

The fiscal sicuation deteriorated markedly during the
early 1990s, primarily reflecting a surge in government
expenditure associated with the outbreak of an ethnic
based domestic armed conflict in 1991. This together
with a decline in external budgetary aid led o a
widening of the overall fiscal deficit, which averaged
9 percent of GDP in 1993 from 2 percent in 1990.
Following the end of the armed conflic, fiscal policy
was tightened and as a result, the fiscal situation has
improved markedly. In 2000 the fiscal deficit was 1.8
percent of GDP from 11.1 percent of GDP in 1994,

Investment and savings are among the lowest in che
region. Between 1994 and 1999, investment averaged
10% of GDP of which private investment including
foreign direct investment, reached only the equivalent
of 6% of GDP over the same period. In 2000 the
share of investment in GDP increased form 8.8% in
1999 1o 15.1%, this however is still low. Savings on
the other hand have been negative since 1991. In
2000, chere was a slight improvement from -5.7% in
1999 o -3.4%.

Djibouti’s external current account deficit {including

granes) widened to 7.2 percent of GDP (up from
0.6 percent of GDP in 1999) largely reflecting a
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wider trade deficit as exports remained weak
and imports rose by 7 percent in US dollar
terms, owing to the purchase of cranes for
the port and the increase in oil prices. In
addition ODA decreased by 1.9 percent of
GDP. While the capital account recorded a
surplus of about 4 percent of GDP reflecting 20%
financing for investment in port and other
public enterprises. However, the overall
balance of payments position weakened
standing at US$ 18 million (3.3 percent
of GDP) in 2000 from a modest surplus
of 1.8 million in 1999. The real effective
exchange rate appreciated by 8 percent in

Sectoral breakdown of the economy
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2000, mainly as a result of the appreciation
of the US dollar againse the Euro. The
external current account deficit is expected ro decrease
to 4.7 percent in 2002 mainly as a result of lower oil
imports and no more exceptional imports.

In 2000, Djibouti’s external debt accounted for 64.4
percent of GDP or US$ 244 million in absolute terms.
In 2001, Djibouti obrained rescheduling agreements
from Saudi Arabia covering arrears at the end of 1999,
and the cancellation of part of its debt to China.

Djibouti’s fragile external position and weak output
performance has been mainly as a result of deterioration
in external competitiveness over the last tow decades
and a persistently weak fiscal situation

Policy Developments

Economic policies currently being pursued by Djibouri
are framed in a medium strategy aimed at several
objectives; restructuring the economy stimulare
economic growth; reduced unemployment; enhanced
social indicators; restore financial stability; and move
toward external viability. In 2001 the government
targeted a growth rate of 2.3 percent, limic inflation to
about 2 percent and contain the balance of payments
deficit to 4.2 percent of GDIX

Djibouti currently has no privatisation agency and
stock exchange. The government however has
implemented measures aimed at increasing private
sector participation in the economy. It privatised four
small companies and in 2000 progress was achieved
through the privatisation of the management of the
Djibouti Ports.

In the area of tax administration the authorities have
adopted various measures aimed at improving direct
tax administration, these included; the introduction
of a new self assessment system together with a late
filler and no penalty system, the establishment of a
new large tax payer unit and a taxpayer identification
number; and the creation of a new unir in charge of
tax control with a view to conducting regular control

COMESA Awnnal Repore 2001

on the spot. The 2002 budget hnance law includes; the
creation of a single personal income resulting from the
merging of the current taxes on salaries, fringe benefits
in kind and the patriotic contribution; the lowering
of threshold rax on commercial and industrial profits;
and the creation of a tax management centre.

Trade policy and external sector reforms

It has also embarked on policy reforms to address
external sector viability. Trade is fully open without
recourse to import bans or exports prohibitions.

It is a member of the COMESA FTA, Arab League
and che WTO.,

Djibouti has a unitary exchange arrangement. The
Djibouri franc is pegged to the dollar.

The privatisation strategy is one, which allows for
51 percent local ownership and 49 percent foreign
ownership. Among the utilities to be privacised are;
electricity, water and telecommunications.

Djibouti has HIPC status; as a result poverty reduction
is one of the governmend’s highest priorities. Social
sector spending has been increased particularly in the
areas of health and education. In addition, expenditure
on social safety nets has been increased.
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EGYPT
Macroeconomic Data

(In millions of USS, unless otherwise indicated)

1991/92 1992/93 1993/94 1994/95 1995/96 1996/97 1997/98 1998/99 1999/00 2000*/01 2001**/02
[ Growth rate 21 03 25 3.9 47]  s0] s3] 57| 60] 51 7
Per capita GDP 671 659 661 673 690 702 678 702 731 755
Per US § Exchange
Rate 132 3.35 3.39 337 3.39 339 3.39 339( 339 3.41 3.68
Inflation 14,7 21.1 11 9 9.4 7.1 6.2 42 38 28
Gross investment 16.3 16.7 16.8 17.6 19.3 20
Gross Nationa)
| Savings 15.1 15 12.7 10.7 5.7 16.6
Trade balance -6174 | -7003 | -7,310| -7,854 -9,498 1 -10,220 | -11,771 | -12524
;Expons, f.ob. 3880 | 3725 3,337 | 4,957 4,609 | 5345| 5,128| 4445
Imports, f.0.b. -10054 | -10728 | 10,647 | -12,811 | -14),107 | -15,565 | -16,899 | -16969
Current account
lEz'llancc
Direct investment 1032 | 1021 1285 735 612 723 11039 7106
In months of imports 12.7 16.7 19.2 16.8 15.7 15.7 14.3 12.8
Total External Debi 32601 | 30282 | 30,895| 32965| 31,043 28,774 28,077 28224 | 28053

Sources; IMF statistical annex; Quarterly Economic Digest; and Egyptian authorities

* As from 1991-1994 {base 1986/87=100, weights are derived from the household budget survey of 1981/82)
As from 1995- 1997 (base 1986/87=100, weights are derived from the income and expenditure survey of 1990/91)
As from 1998-200 9 (base 1995/96=100, weights are derived from the new family survey of 1995/96)

Economic Structure

Egypt has a diversified economy with a resonant
agricultural sector, a manufacturing sector that’s
growing, with its tourism sector offering the worlds
most spectacular archacological treasures. Itis a middle
income country with an average percapita GDP

ofUS$755.

Egypt's economy has for a long time been based on
the agricultural sector accounting for 20 percent of
GDP, 30 percent of toral exports and employs a third
of the total work force. In order to increase total
arable land, Egype has for a long time implemented
a land reclamation project; as a resule the amount of
cultivated land has increased from 3.65 million ha. in

1982 t0 4.3 million ha, in 1995. Despite the declining
sugar workforce in agriculture, agriculture production
has increased. Currently Egypr is sclf sufficient in its
food production and imports only 50 percent of its
foods stuffs. Among the major crops produced are;
cotten, miller, wheat, clover, maize, rice and sugar
cane. Egypr is one of the most productive producers
of cotron in the world. In recent years, Egypt has
also had impressive growth in the production of
horticulture products and fishing,

Pecroleum and refined products account for 7 percent
of GDPE As of 1996, il reserves stood ar 3.7 billion
barrels, with almost 85 percent of crude oil production
coming from the field in the Sinai Peninsular and the
Gulf of Sucz. Other minerals exploited include, iron
ore, phosphate rocks and coal. Coal reserves stand at
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50 million tons and according to recent findings, have
a potential to increase to 65 million.

The manufacturing sector, represents 18 percent of
GDP and is higE[y diversiEed with automotive,
textiles, consumer ceramics, and electronics, consumer
goods, pharmaceuticals, cement, iron and steel and
aluminium industries. Currently the most dynamic
sub sectors have been the weaving industry; agro based
industries and electronics. Cement production forms
the bulk of the country’s industrial activicies. The
manufacturing sector has for a long time been the
centre of the government’s export strategy. Egypr has
four main competitive advantages in manungturing
such as, the highly diversified production base, an
abundant and iighly competitive human resource
base, and a number of well matured labour intensive
industries.

The Egyprian Market has been cited as amongst che
fastest growing I'T markets in the world. The sofeware
industry has an annual growth rate of 35 percent while
hardware has a growth of 12 percent. Egypt also has
well-developed iron and stccr industries. Currently,
the industry has a total capacity of 3 million tonnes
per annum, however with new ventures in place the
industry is poised to expand further.

Egypt has a sophisticated and well-developed service
sector, accounting for 31 percent of GDP Tourism
ranks third behind workers remittances and foreign
aid as a source of foreign currency earnings and
contributes 4.7 percent of GDI Egypt receives an
average of 3.5 mirlion tourists annually. Tourism forms
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important linkages with the rest of the economy by
stimulacing activities of the transport, food processing,
textiles, crafts and other small scale manufacturin
services. In addition to this, Egypthasa well-develope§
infrastructure, telecommunications, and finance and
power systems,

Recent macroeconomic developments

As COMESASs largest economy, Egypr has maintained
real GDP growth rates above 5 percent for the past
five years. In 2000 real GDP growth rate was 5.1
percent slightly dropping from the previous years 6
percent. Egypr targeted growth of 7 percent in 2001,
fuelled by privace sector investment through contin-
ued privatization and insticutional building.

As part of an effort to control inflation, Egyprt has
since the 1990s, pursued conservative monetary pol-
icies. As a result consumer price inflation has been
moderate chrough most of the ten-year period. It has
shown a gradua% decline from 21 percent in 1992 to
3.8 Ipercent and 2.8 percent in 1999 and 2000 respec-
tively.

In an effort to prevent capital flight Egypr has for
some time maintained a tigEt monetary stance. How-
ever inflation differentials with its partners resulted in
an appreciation of the Egyptian pound, making Egyp-
tian goods more expensive overseas. As a result Egypt
adopted a flexible monetary policy in 2000. Despite
this increased flexibilicy, monetary policy remained
cautious as the government sought to control the
pounds depreciation by selling dollars, while seeking
to avoid draining pound liquidity and raising interest
rates.

Egypt is currently one of the most dynamic economies
in COMESA, with investment to GPD racio of more
than 20 percent. For three consecutive years following
1997, the share of total investment in GDP was above
20 percent. In 2000 it declined slightly to 22.45 from
22.8 percent in 1999. Increased foreign investment
has over the years been providing added momentum
to growth in the economy. Egypt has also received
substantial inflow of ODA.

The budger deficit witnessed a constant decline from
over 20 percent of GDP prior to the reform program
to | percent of GDP in 1998. Increasing slighty to
4.3 percent in 1999, the budget deficit improved ro
3.7 percent in 2000.

Domestic savings are however low averaging less than
15 percent over a period of 10 years,

In 2000 the current account improved from a deficit of
3.3 percent to 2.2 percent in 2000. The average ratio
of exports to GDP was 16.6 percent in 2000. A surge
in tourism made a substancial impact on Egypt’s cur-
rent account. Net exports however rcmainccr largely
in deficit due to large imports of capital goods.

Egypr is a net creditor to the world. Its outstanding
debr stocks and debe service continue to fall relative
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to GDP and exports. This trend has been as a result
of the economic reform program, Paris Club debt
restructuring, export growth and real GDP growth
rates of above 6 percent. Between 1991 and 2000 che
share of external debt in GDP declined from 107 per-
cent 1o 26.4 percent.

Trade policy

Under its trade liberalisation programme and in
accordance with its WTO obligations, Egypt has made
progress in reducing its tarif%s. The maximum rate
for WTO-bound tariffs was recently reduced from
50 percent to 40 percent, Many cases of high tariffs
persist, however, such as those affecting the import of
automobiles, automobile spare parts and U.S. poultry
products. Egypt does not maintain export quotas or
require pre-approval for imports. It is in the process of
implementing the harmonised system of classification.
Although the government recognises the need to
eliminate procedural barriers to trade, businesses
report that red tape and cumbersome bureaucracy
remain significant problems.

Egypt no longer requires import licenses and numerous
free trade zones have been cstablished in Cairo,
Alexandria, Suez City, Orish, Ismailia, Port Said,
Damicta, Safaga and Sohaga.

Egypt is a member of the Pan Arab Free Trade Area
(PAFPA) and COMESA Free Trade Area. It is a
signatory of the Barcelona Declaration, which calls for
a free trade zone in the Mediterranean by 2010. It
enjoys preferential treatment in the USA, EU marker
and is also a part to the US Trade and Investment
Framework Agreement (TIFA).

Structural Policies

The privatisation rate in Egypt is ranked fourth in the
world, only lower than, Hungary, Malaysia and Czech
Republic.

Egypr has a well-developed capital market with two
stock exchanges, located tn Cairo and Alexandria. As of
January 1997, it had 612 listed companies and a marker
capitalisation of over US$18 billion. Egypt has made
agreements with markets in Kuwait, Jordan, Bahrain
to facilicate listing of securities on these exchanges and

develop communication between them.
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ERITREA
Macroeconomic Data

(In millions of USS, unless atherwise stated)

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
Growth rate na.| na -2.5 9.8 29 6.8 7.9 3.0 n.a. n.a.
Per capita GDP
Per US § Exchange Rate 2.8 53 6.2 6.7 6.7 7.2 7.4 82
Inflation
Gross investment
Gross national savings
Trade balance -323.2 [-418.5 |-441.1 [-498.9 -480.7
Exports, f.o.b. 80.6 95.3 53.5 27.9 26.3
Imports, f.0.b. 416.8 5240 | 494.6 | 507.3 506.9
Current account balance
Direct Investment 36.7 38.7 1.7 36.0
In months of imports 4.4 4.0 6.4 29 2.6
Total External Debt 39.8 47.2 76.1 t41.6 224.9

Source: IMF Statistical annex

Economic Structure

Eritrea is predominanty an agricultural economy.
While the secror contributes 25 percent to GDD it is
estimated that 80 percent of the population depends
on it. lts lowlands and the escarpment have great
potential for agricultural development, which with
proper conservation and utilization of water can be
exploited for intensive and extensive cultivation of a
variety of staple and cash crops. The country also has
high quality livestock.

Fishing and salt panning are also major acrivities
in Eritrea. However the war destroyed the on-shore
activities and distupted the activities of Fisherman. The
high salt content of the seawater and the hor climate in
the region provide a combination of cheaper production
of sale. Salt is exported to Europe and the Far East.

Qutput in Eritrea's manufacruring industry consists
of primarily basic consumer goods produced by small
and medium scale enterprises. Industrial exports are
presently limited to leather products, textiles and salt.
Eritrea aims at strengthening its backward and forward
linkages with the agriculture and construction sectors
as a move to diversify its exports and increase the
country's foreign exchange earnings.

Recent macroeconomic developments

The small industrial sector consists mainly of light

industries. Domestic output (GDP) is substantially
augmented by worker remittances from abroad.
Government revenues come from customs duties and
taxes on income and sales. Road construction is a
top domestic priority. In the long term, Eritrea may
benefit from the development of offshore oil, fishing,
and tourism. Eritreas economic future depends
on its ability to master fundamenrtal social and
economic problems, e.g., by reducing illiteracy,
promoting job creation, expanding technical training,
actracting foreign investment, and streamlining the
bureaucracy.

According to the PTA Bank, Eritrea has enjoyed
strong growth and comparacively low inflation in the
first few years of independence mainly as a result of
carnings from port services. In 1998 GDP growth rate
declined to 3 percent from 7.9 percent in 1997. In
1999 and 2000 it stood at zero percent and 2 percent
respectively. Inflation rose to an estimated average of
9 percent in 1998 from 2 percent in 1997.

External sector performance is likely to remain low
for several years, as economic reconstruction requires
a large number of imports.

Prior to the reconstruction exercise, Eritrea was one
of dhe few countries that had enjoyed the advantages
of having no foreign debt. However due to the
reconstruction exercise the government has had two
borrow mainly on concessional terms. In 2000, the
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Sectoral breakdown of GDP
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B Manufacturing
[0 Services

country’s external debt was estimated ar US200
million.

Trade Policy

The government of Eritrea is committed to the
liberalisation of its trade regime through che
participation in regional and multilateral trade and
economic cooperation, [t is a member of COMESA

It also aims at simplifying the licensing regime,
reducing and eliminating cariff and non-tariff
barriers.

Struceural Policies

Eritrea had initiated a privatisation programme. Public
enterprises have been slated for privatisarion

Eritrea  aims  ar  developing  high  rech
telecommunication facilities for international and
domestic scrvices, rehabilitating its railway and o
develop its air transport services.
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ETHIOPIA
Macroeconomic Data

Economic structure

Ethiopia’s economy is based on agriculture and most of
its population live and work on the land. Agriculture
contributes 50 percent of GDP and supports abour 90
percent of the population. Coffee is the major export
crop and accounts for 60 percent of the earnings
from this sector. Tea, oil seeds, cotton, tobacco, fruits
and sugar are also grown. Recent indications are that
the sector was hit badly by adverse weather patterns
in 1998, registering growth of =10.3 percent, which
increased 1o 4.2 percent in 1999,

Ethiopias manufacturing sector accounts for 11
percent of GDP. The major items produced include
food and beverage items, textiles, cement, leather
products and chemicals.

Recent macrocconomic developments

Ethiopias macro economic performance can be
attributed to the economic reforms the country has
been implementing since 1992. In the 1990s posi-
tive growth rates were maintained and peaking ar 8.5
percentand 7.8 percent in 1995 and 1996 respectively.
Real GDP grew by 3 percent in 1999 and by 4.6 per-
cent in 2000. However, per capita GDP is low and
stood ar US$187 in 2000.

Ethiopia has traditionally been alow-inflation country,
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(In millions of USS, unless otherwise indicated)

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

[ Growth rate -7.0 1.9 6.5 3.9 8.5 7.8 1.8 24 30 4.6
Percapita GDP 165| 163{ 168; 170 179 | 187 185 184 184 187

Per US $ Exchnage Rate 43 5.1 54 6.1 6.3 6.7 7.1 7.9 82

Infiation 2090 21.0| 10,0 1.2 134 | 23 | -16 3.8 1.9 4.2

Gross investment

Gross domestic savings 5.4 8.0 4.7 8.6 6.3

Trade balance [-302.2/-829.0 | -635.0 {-609.0 |-1003.0]-804.0 |-917.0|-749.0 | -919.0| -645.4

Exports, f.o.b. 167.6 | 222.4 | 279.6 | 453.6 |410.2 |598.7 | 602.1 | 560.3 | 467.4| 486.0

Imports, f.o.b. -470.8-1052.04 -915.0 |-1063.0|-1413.0]- 1403.0 —lSl9.0|-l309.8 -1387.2]-13131.4

Current account balance -204.0| -92.0 [ 190.0 [-203.0 [-230.0 [-292.0 | -265.8 | -465.2 16.2

Direct investment

In months of imports 2.6 5.6 5.8 6.6 42 2.7 2.8

Total External Debt

4289.84166.8 |9419.3

Sources: IMF statistical annex; and Ethiopian authontias

except for the period when it was involved in a
conflict with Eritrea. Inflation has recently been below
5 percent and interest rates kepr at positive but
reasonable levels. The 2000 inflation rate of 4.2 per-
cent was within reasonable levels, though it increased
from 1.9 percent in 1999. The increase was in part
due to pressure on food prices dampened by the avail-
ability of large food aid supplics.

Foreign investment tripled in Echiopia between 1996
and 1997, albeit from a low base. Considering the
levels of investment in other COMESA countrics,
however, Ethiopia remains a relatively untapped and
unexploited market for investors. In 1997, foreign
investment levels reached US$178m, compared to
US$250m in Uganda and other countries with much
smaller populations. Tortal Investmene as a percentage
of GDP is projected to increase from 15 percent of
GDP in 2000 to 20 percent in 2002.

The external current account deficit, including grants,
averaged 2.3 percent of GDP in 1996/97 and 1997/98,
reflecting initially exceptionally low food imports

Policy Developments

Ethiopia’s ecconomic reform programme aims at reduc-
ing poverty through the long-term development strat-
egy of Agricultural Development Led Industrializa-
tion (ADLI). With the support of donor funding,
complementary poverty reduction reforms in the areas
of health, educacion and roads infrastructure are also
being pursued. In the second half of 2000, Ethiopia
strengthened its economic reform efforts after consid-
erable progress had been made in restoring peace wich
Eritrca.

Trade policies

As part of its liberalization programme, Ethiopia has
progressively lowered its maximum import eariffs from
230 percent to the current 40 percent and its average
wariffs from 21.5 percent o 19.5 percent. Export
taxes; export subsidies and import levies have all been

eliminared.

Echiopia’s exports are accorded preferential treatment

and subsequently a strong improvement
in the terms of trade as well, as delays
in the government’s sector development
programmes (SDPs). In 1998/99, the
external deficit increased o 7.9 percent
of GDD, as prices and volumes of coffee
exporis dropped sharply and che fiscal deficit
increased.

Ethiopia’s external public debt to GDP ratio
declined by more than 50 percent from 153
percent in 1999 to 78.5 percent in 2000,
Despite this improvement the country’s for-
eign debr severely constrains development.

Sectoral breakdown of the economy

EAgriculture

50% B Manufacturing

OSenvices
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under agreements with the USA and Canada. Ethiopia
is a member of COMESA, but not yet a member of
the COMESA FTA. It has reduced its tariffs from
COMESA originating goods by 10 percent.

Structural Policies

Ethiopia’s privatisation approach has been characterized
by caution and prudence, but since 1999 the pace
of privatisation has accelerated. All public enterprises
have been restructured and many state owned
conglomerates have been split into efficienc units.

Following the privatization or liquidation of 175 enter-
prises, several large state-owned farms were broughe ro
the point of sale and preparations had begun for the
privatization of the Construction and Business Bank

(CBB).

Regarding taxation, reforms have been initiated on
income tax to include new legislation on presumptive
taxation and a 5 percent withholding tax on
imports that became effective in February 2001. The
government has also announced that value added tax
(VAT) would become effective in 2003. In January
the government eliminated the 10 percent surcharge
on imports and increased the top sales tax rate to
15 percent. In addicion, rax administration has been
strengthened with legislation passed in March 2001 o
introduce a Tax Payer Identification Number (TIN)

Ethiopia is classified as a Highly Indebred Poor
Country (HIPC) and in an effort to combat poverry,
Ecthiopia aims co atrain the minimum internacionally
accepred rargets for poverty reduction in 2015.

While the magnitude of poverty is immense, Ethiopia
has recorded a significant decline since the 1990s.
Between 1989 and 1994/95 studies have shown a
decline in absolute poverty measured in terms of food
consumption from 61.3 percent to 45.6 percent. The
decrease in the incidence of poverty has been as a resule
of the economic reform programme and Agricultural-
Development-Led Industrialisation (ADLI) adopred
in the mid 1990s.

COMESA Annual Reporr 2001

KENYA
Macroeconomic Data

Economic structure

Agriculture forms the backbone of the Kenyan
economy contributing close to 30 percent of GDP;
it also supports 75 percent of the population and
contributes GO percent to rtotal foreign exchange
earnings. The sector has major linkages with the rest
of the economy. Agricultural activities include; food
crop production, horticulture support services, agro
processing, leather products and fisheries. The main
agricultural crops are coffee and tea. Kenya is the
world’s third largest exporter of tea, which together
with coffee and horticultural products accounts for
47 percent of total merchandise exports. Performance
of the sccror has in recent years been affected by
prolonged drought and declining coffee prices on the
world marker.

The main manufacturing activities include, agro-
processing, rtextiles and apparels and chemicals.
Industry contributes 18 percent of GDP and is a
growing source of exports into the COMESA region.
Manufacturing has grown since 1970s with a marked
increased in food manufacturing. The government
has made attempes 1o boost growth through the
establishment of Exporc Processing Zones and a
Manufacturing Under Bond programme. The result of
these initiatives has been a 10 percent annual growth
of the sector since 1985,

The services sector is dominated by tourism, which
contributes 19 percent to GDP and is the second most
important source of foreign exchange. Kenya's natural
endowments in wildlife, pleasant climate and sunny
beaches make it an irresistible rourist destinacion.

Recent macroeconomic developments

During the past five years, Kenya has experienced
extreme weather conditions with damaging El Nino
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(In millions of US Dollars, unless otherwise indicated)

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
Growth rate 41| 4.6 37 3.7 59| 95| 46 | -3.6 2.1 24
Per capita GDP 64.8| 64.2 70.7) 654632 |60.7 | 514 463
Per US § Exchange Rate 5 8 56 51.4) 57.1|58.82 (604 | 70.3 76.2
Inflation
Gross investment 176 193 21.8) 204|186 |19.1 18.3 17.5
Gross national savings 205 202 174 19.5 15 131 13.6 11.3
Trade balance -767.6 -729.7 {-1929.0 |-1470.3 -2601.5 -3053.6]-3457.2| -4839.3
Exports, f.o.b. 3682.7 |4345.0 | 4946.9 (5940.5| 6056.9 |6088.1|6148.7| 6754.4
Imports, f.0.b. -4450.3 |-5074.7|-6875.9 |-7419.8]-8658.4 [-9141.7|-9605.8|-11593.7
Current account balance
Direct [nvestment 4.6 4.4 835 378515 |345 | 486 4224
In months of imports 1 1 2.7 31 1.6 3| 25 25 2.9 29
Total External Debt

Sources: IMF stalistical annex; World Bank data base; and Kenyan authorities

rains in 1997 and severe droughc in 1999 and
2000. The drought drastically reduced water supply,
decimated hydroelectricity by 41%, and caused serious
food shortages. This negative impact on physical
infrastructure adversely affected producrivity in all
sectors of the economy, particularly in the agricultural
and manufacturing sectors.

The intense drought affecting Kenya has had a more
severe impact on the recent economic development.
Droughr has considerably affected government finances
and Kenya’s balance of payments in the fiscal year
2000/01 (July-June), even after consideration of
important  contributions from donors who have
responded to the government’s drought relief appeal.

Economic performance has also been affected by the
decline in ODA and FDI. High interest rates have also
been a major disincentive to the private sector, which
has been unable to access credit for investment in
expansion projects, and new businesses, which would
have created jobs and economic activiry.

Although economic conditions have been quite diffi-
cult over the past few years, Kenya has man-

depreciation of the shilling.

In 2000, broad money supply expanded 1.6 percent
compared with 2.9 percent in 1999. The deceleration
in money supply was in line with the economic
slowdown during 2000 and was mainly attributed to
slackened demand for bank credi.

The country’s investment performance has Auctuated
between 21 percent and 16 percent over the last ten
years attaining a level on 16 percent of GDP in 2000.
The level of FDI however remains low. From 20 per-
cent in 1991 domestic savings have gradually declined
to 7.1 percent in 1999 and 4.3 percent in 2000. This

has widened the savings to investment gap.

Kenya has maintained a small fiscal deficic for the past
five years. In 1999/97 hscal deficits stood ar 3.9 per-
cent of GDP it declined to 2.5 percent and 0.7 per-
centin 1997/99 and 1998/99 respectively. In 2000/01
the fiscal deficit was projected at 5 percent Owing to
lower expenditure and higher revenue associated wich
droughr relief.

aged to sustain a relatively stable macroeco-
nomic environment. Real GDP growth rate
increased from 2.1 percent in 1999 to 2.4
percent in 2000, this was an improvement
from the 1998 rate of -3.6 percent when the
economy was scriously damaged by terrorist
artacks. A sharp drop in robust coffee had a

dampening effect on Kenya's growth.

Inflation remained subdued in 1998 and in
the fArst half of 1999, But it increased to 6.2
percent in 2000, mainly owing to increases
in fuel and food prices, adverse weather
conditions as welt as the lagged effects of the

Sectoral breakdown of GDP

O Agriculture

O Manufacturing
O Tourism
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The external current account deficit (excluding official
grants) widened to about 5 percent of GDP in 1998,
reflecting a poor export performance and a worsening
in the rerms of trade, bur an increase in the capital
account surplus led to a shift in the overall balance of
payments from a deficit of US$13 million in 1997 to
a surplus of US$74 million in 1998.

Overall balance of payments in the year 2000 recorded
a surplus of US$ 212m compared with a deficit of
US$63m in 1999. The favorable development in the
balance of payments was due to improved perfor-
mance of the current account, which more than offser
the deterioration in the capital account.

Although Kenya has a sustainable external debr it is
classified as a highly indebted poor country. In 1999,
Kenya's external debt was estimated ac US$6.56 bil-
lion and in 2000; its debrt service was 27 percent of
foreign exchange receipts.

Trade Policy

Kenya has maintained a liberalised external trade
system since 1993 and has progressively reviewed its
trade tariffs downward to 2 maximum rate of 22
percent.

Kenya is 2 member of the COMESA Free Trade Area,
the newly established East African Communiry and is
an active member of IGAD and the WTO. Since its
joining of the COMESA FTA exports to COMESA
have increased by 6 percent. Trade to the COMESA
region accounts for 42 percent of the country’s total
€XpOrts.

Structural policies

The pace of privatisation has been slow. Since 1995 the
main companies sold have been the tourist facilities
and the floatation of shares of state owned financial
institucions. To speed up the process the government
has identified 2000 parastatals for privatisation and
33 for restructuring.

MADAGASCAR
Macroeconomic Data

Economic Structure

The economy of Madagascar is dominated by
agriculture, which employs three-fourths of the
population.  Agriculture, livestock and forestry
contribute 31 percent of GDP. Madagascar is heavily
dependent on export of agricultural products, which
account for 70 percent of all export earning. Of which
the main crops are coffee, cloves and vanilla.

COMESA Annnal Repore 2001

Industry accounts for 12 percent of GDP (with
food industry, energy, and beverages industry as
main sub-sectors). In view of Madagascar’s potential
and comparative advantages, the contribution of the
industrial sector to GDP is expected to reach the
target of 16 percent in 2002 and 20 percent in 2005.
Madagascar has substantial reserves of chrome, gold,
graphite, mica, bauxite, iron ore and precious stones.
Over the years the government has come 1o recognise
mining as a key sector of the economy, it has the
potential of contributing 15 percent to GDP and 25
percent to total exports. According to the World Bank
Mining Sector Review, the mining sector currenty
accounts for only 3 percent of GDP and 2 percent
of total exports, this indicates that the sector is
operating below its potential. In order to atrract
private investment into the sector, the government
recently decided to redefine its role in the promotion
of mineral development. As such proper mineral
legislacion is under preparation.

The services sector accounts for aboutr 54 percent
of GDP. Over the last three decades, growth rates
have averaged only 0.4 percent each year. The services
sector is highly liﬂemlised. Tourism accounts for the
major activity in this sector due to the country’s rich
biclogical diversity, and climate.

Recent macroeconomic developments

Madagascar has been on an economic recovery path
since 1996, due to dynamic tertiary and secondary
sectors. In 2000 real GDP increased marginally from
US$3,492 million to US$3,659 million, representing
a 4.8 percenc increase. Preliminary results in 2001
indicated that growth was likely to exceed 6.7
percent. Growth in the first half was mainly as a
result of a strong preduction primary sector, where
rice production rose significantly, and in the textile
and apparel manufacturing establishments of export
processing zones. In addition, growth was also positive
in the areas of construction, transport, banking and
trade.

Real per-capita GDP slightly increased from US$233
in 1999 to US$237 in 2000. Madagascar is however,
classified as a least developed country.

Consumer price inflation rose steadily from 4.5 per-
cent in 1997 to 8.7 percent in 2000. In 2001, the
inflation rate declined to 5.6 percent in September
and was expected to average 4.5 percent in December
owing to declining rice prices, following an abundant
rice harvest, and an appreciation in the exchange rate.

The overall fiscal deficit excluding grants was 4.6 per-
cent in 2000, compared to 6.2 percent in 1999, Con-
trol of this deficit in recent years has resulted mainly
from contraction of public expenditure and to a lesser
extent, increases in overall tax ratio. In 2001 fscal
performance was mixed, while government tax reve-
nue rose slighely

Investment performance improved as sizeable foreign
investment was made in the EPZ and other sectors.
In 2000, 80 percenct of all investment was FDI.
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(In miltions of US$, unless otherwise indicated)

Growth rate || | [#reF] #REF! tREF]™REF] 4REF! | [
Percapita GDP f 0.0 17 21 3.7 39 47 438
Per US $ Exchange Rate I
inflation |
Gross investment 95| 94928953 93] 928 932] 11
Gross national savings |
| Trade balance ™
| I Jes
| Exports, f.0.b. -68.6| -69.4 -83.4 gl -108.7| -1159|-179.8| -195.1
Imports, £.0.b. ' 34463606/ 366 3852| a27.1| 517| 68
Current account balance § 113.1] 116.5|151.7 (2242 1522 946 | 110.5 110.7
Direct Investment {-69.6 -37| 56.9 |162.2 78.7 137 208 273
In weeks of imports '
Total External Debt f l
Source: IMF statistical appendix 620.2| 584.2 |545.7(553.] 503.5

Foreign capital from France (38 percent) accounted
for the largest source, while Mauritius accounts for 25
percent and all other European countries account for
9 percent.

Forcign sector developments were positive in 2001,
This trend was as a result of the textile Export
Processing Zone, spurred by AGOA, and exports of
vanilla and cloves, boosted by high prices. Madagascar
receipts from exports have increased steadily since
1996 from about 20 percent of GDP to 31 percent
in 2000, The volume of exports has also increased
since 1996. Although imports of goods and non-
factor services rose from 25 percent of GDP in 1996
to 39.3 percent in 2000, the overall, current account
deficit improved from about 8 percent of GDP 10 6.5
percent in 2000,

Madagascar is classified as a Highly Indebted Poor
Country. It reached its decision point under the
enhanced HIPC initiative rowards the end of 2000.
Trade Policy

In recent years, Madagascar has undertaken

Structural Policies

Madagascar’s privatisation includes industries in
key sectors such as air transport, petroleum
distribution, transport,  telecommunications  and
agriculture.  Berween 1997-2000 the programme
targeted 136 companies, In 2001 Air Madagascar was
privatised, including the Sugar Company SIRAMA,
cotton and shipbuilding. Madagascar currently has no
stock exchange,

The telecommunications sector has been liberalised
under the 1997 Telecommunications Act. While air
transport was also liberalised in 1999.

Poverty in Madagascar is predominantly a rural and
agricu?;ural phenomenon. Over the period 1997-99
the overall incidence of poverty declined by 18 percent
in urban areas, while there was a markec{ increase in
the rural areas.  Based on the poverty analysis it was
decided that poverty would be fought by increasing
the producrivity of small-scale farmers, including
improvement in the quality of social services such as

education, healch and access to water.

to progressively simplify its external trade
regimes. Under the Regional Integration
Facilitation Forum (RIFF) it has reduced
its external cariff rates 1o five rates (0, 5,
15, 25 and 30 percent). In addition the
number of products subject to rariffs have
been reduced, In January 2000, Madagascar
signed a preferential rariff agreement wich
Mauritius and Comoros (with a 100 percent
tariff reducrion), there after in October 2000
it joined the COMESA Free Trade Area.

Due to these reforms, Madagascar has
benefited from growing export receipts, in
addition to diversification of its export base,
and increased capital flows through FDI.

Sectoral breakdown of GDP
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MALAWI

Macroeconomic Data

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
Growth rate 87| -73 9.7 13.8 138 | 104 7.0 22 3.6 2.1
Per capita GDP 1123.9 | 2289.7 {3837.3|4407.3 | 5848.9 | 7848.9 | 8987.9
Per US $ Exchange Rate 4.5 15.3 153 | 153 ] 21.2| 311 441 59.5
Inflation 22.8 34.7 83.1 | 377 91| 298| 447 29.6
Gross investment 294 i7.4 11.8 120 ] 128 14.6 153
Gross national savings 92 9.1 -9.3 -1.3 5.1 -2.1 33
Trade balance -310.2  |-209.1 -69.9 |-140.5 | -216.9 | -40.7 |-226.1 | -194.2 -176
Exports, f.o.b. 317.2 | 3268 | 404.2 | 4834 | 566.5 | 538.6 | 447.1 4309 | 4384
Impons, ¢.fi. -627.4 |-5359 | -474.2 |-623.8 | -783.4 |-579.3 | -673.4 | -625.2 | -6142
Current account balance -185.7 |-159.5 -25.1 {-175.9 | -234.7 | -43.1 [-130.5 -135 -120
Direct Investment 30 239 | 336 | 394 39.7 40.9
In months of imports | 0.7 23 3.6 24 44 42 19
Total External Debt 1457.7| 1632.5 |1756.7 [1911.9 2086 [2156.8 (2194.2 | 2330.3|2387.3 |2857.8

Source: IMF statistical appendix and Malawi authorities

Economic Structure

Malawi is predominantly an agricultural economy and
as such developments in the agricultural sector have a
huge bearing on the economy. To cushion the impact
of negative agricultural developments, the Malawi
government has in recent years attempted to diversify
the economy. As a result non-traditional exports such
as texriles are have increased. A stable macroeconomic
environment and sustained structural reform are the
best routes for further gains.

Agriculture accounts for 90 percent of all export
earnings, which are dominated by three products,
sugar, tea and tobacco. Liberalization of agriculture has
led to an increase in tobacco small holders. In 1999
tobacco accounted for 65 percent of total exports and
15 percent of GDP. However, earnings from the crop
declined as a result of a 25 percent decline in average
prices of tobacco on the auction Hoors.

Although tourism currently plays a small role in the
Malawi economy, it has huge porential for growth and
diversification. The principal tourist attraction in the
country is Lake Malawi, which is set among rolling
hills covered in tropical vegetation. Bird life at Lake
Malawi is spectacular. The lake has one of the highest
diversities of fresh water tropical fish in the world,
some of which are unique to Lake Malawi alone,
Fishing for salmon, bream, black bass and tiger fish is
a popular past time. Around Cape Maclear, there are
excellent snorkelling and diving spots as the wacer is

COMESA Annual Repor: 2001

crystal clear. The 365 miles long and 52 miles wide
Lake Malawi often referred to as the calendar lake on
imperial measuring system and is the world’s ninth
largest lake.

Performance of the tourism sector is adversely affected
by inadequate and poor infrastructure and otcher
structural problems. The government has explored
options to promote eco-tourism and adventure
tourism, which would incorporate the private sector.

Recent macroeconomic developments

Growth has been slow over the years, and its benefits
have been unequally distributed. Real GDP growth
fell to 2.1 percent in 2000 from 4 percent in 1999.
Performance in 2001 temained poor with an estimated
growth rate of 1.8 percent. The slowdown is attribuced
to a marginal growth in the agriculeural secror and
inflationary pressures associated with the depreciation
of the Kwacha.

Consumer price inflation declined from an average of
44.8 percent in 1999 to 29.6 percent in 2000. This
fall may be ateributed to a decline in monetary growth
due to tight monetary policy.

Low savings and investments have also impacted
negatively on Malawis economic performance. In
2000 the share of investment in GDP increased to 16.4
percent compared to 13.3 percent and 14.8 percent
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in 1998 and 1999 respectively. Savings on
the other hand improved slightly from -0.6
percent in 1999 to 3 percent in 2000.

Control over fiscal and monetary
developments has improved, although the
accumulation of domestic spending arrears,
and sharp changes in the real exchange
rate, have continued to hinder economic
management, The overall budget deficic
narrowed to 9.9 percent of GDP in
2000 from 11.1 percent in 1999, Revenue
performance was strong relative to GDPT,

55%
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revenue rose from both income taxes and
international trade, despite cuts in customs
tariffs. However, there was substantial
expenditure on maize and vehicles as result domestic
arrears were accumulated.

Performance in the external sector in 2000 reflected
an improvement in the current account. The external
current account ratio to GDP stood ac 15.1 percent
compared to 17.1 percent in 1999.  Growth in real
exports improved from the 1999 figure of -19.1
percent to -4.6 percent in 2000, burt was still below the
1998 figure of 20.2 percent. Real growth in imports
declined from 7.9 percent in 1999 to 2.7 percent in
2000. As in 1999 Malawi recorded a negative trade
balance of 5.8 percent in 2000.

Externa! debr as a percentage of GDP increased to
153.2 percent in 2000, this was slightly above the
1999 figure of 144 percent. The total debt stock rose
to US$ 2.89 billion in 2000, from US$ 2.68 billion
in 1999. Malawi is a HIPC country and is at the
completion stage of the HIPC initiative.

Trade Policy

Malawi has one of the most liberal trade environments

in Africa. Based on an IMF index of restrictiveness of
trade regimes, Malawi has a rating of 3 (on a scale of
1 to 10, with 10 being the most restrictive), compared
to an African average rating of 5.4 and 4.5 percent for
developing countries. Most import tariffs have been
lowered by 5 percent points since 1999. There are
no non-tariff barriers, except for restrictions that are
maintained for health and security reasons. Malawi is
a member of the COMESA Free Trade Area, SADC,
WTO.

it recently completed requirements for the AGOA
initiative  and  has  offcially  launched its
implementation. Malawi has also begun to benefit
form special market access arrangements between
SACU and MMTZ countries, which is due to run for
five years beginning Augusc 2001.

Structural Policies

Malawi has a fully-fledged stock market. Since 1996
Malawi has embarked on establishing an Export Pro-
cessing Zone (EPZ) program. All companies exclu-
sively in manufacturing for export can apply for EPZ
status and enjoy special incentives. Foreign companies
have the same investment opportunities as Malawian
entitics in these programs.

Substantial improvements have been made in the area
of debt management, but still notable deficiencies
exist in data processing, forecasting and analysis. Rec-
onciliation of the government’s databases between the
institutions responsible for them has still to improve,
and a system that allows the government to be pro-
active in meeting their debr obligations needs to be
developed.

Poverty reduction is the core of the agenda of the
country’s development stratepy.
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MAURITIUS

Macroeconomic Data

{(in miltions of US Dollars, unless otherwise indicated)

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
Growth rate 4.4 6.6 5.0 52 5.6 6.2 5.6 5.8 2.1 8.9
Per capita GDP 646.1 | 2941.5 2920.9 | 3154.9 | 35402 | 3799.6 | 35752 3601.4 { 3675.9 | 3902.7
PerUS §
Exchange Rate 15.65| 15.56 17.65 17.96 17.39 17.95 2].06 23.99 | 2519} 26.25
Inflation 7 4.6 10.5 7.3 6.0 6.6 6.6 6.8 6.9 4.2
Gross investment 8125 936.1 982.3 1130.2 | 1024.2 | 1070.2 | 12022 | 10566 | 1 121.2 1185
Gross national
savings 795.4 | 933.6 880.5 888.2 | 1003.7 | 1098.7 | 1099.3 | 1099.3 1096.7 | 1172.9
Trade balance -185.1| -159.3 -241.6 | -397.0 | .240.5 | -325.7 | 4359 -264.1 [-518.6 | -388.6
Exports, f.o.b. 1253.6| 1335 1334.3 13769 | 1571.4 | 18104 | 1599.9 [ 1699.5 1588.9 | 1557.4
Imports, f.0.b. 1438.7 | 1494.2 15759 [1773.9 | 1811.8 | 2136.0 | 20358 1933.6 | 2107.5 1946
Current account
balance
Direct
Investment 8.1| -286 -18.5 18.9 15.1 34.0 52.1 151 429 264.1
In months of
imports 6.5 6.7 5.6 4.7 54 4.7 4.1 34 4 55
Total External
Debt 850.2 | 965.3 o11.1 1011.2 | 1084.7 | 11535 | 1214.6 1223 | 1206.6 | 1154.4

* + Financial account

Sources: IMF stalistical appendix; CSO; and Ministry of Finance

Economic Structure

Mauritius is one of Africa’s most dynamic economies;
in the 30 years since independence it has successfully
restructured itself from an agriculturally based econ-
omy to an cxport-oriented manufacruring cconomy.
It is now Africa’s second largest exporter of manufac-
tured goods after South Africa. It is also one of the fow
COMESA countries classified as middle income.

The agriculture sector, dominared by sugar, was for
a long time the backbone of the Mauritian economy.
In addition to sugar other export crops produced
include flowers, vegetables and fruits. However, since
the setting up of the country’s first export processing
zone (EPZ) in 1970, the share of agriculture in GDP
and exports has declined o 11 percent and 30 percent
respectively.

Manufacturing accounts for 23 percent of GDP and
70 percent of export earnings. It is dominated by the
clothing sector, which  accounts for 10 percent of
GDP and 56 percent of export earnings. For the past
15 years growth in this sector has been remarkable and
has largely been responsible for what is now termed as
an economic miracle.
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The volume of EPZ activity has expanded so fast
thar Mauritius is now faced with a labour shortage.
As a result of this labour shortage, focal clothing
manufacturers now invest offshore where labour is
more readily available.

Recent growth in Mauritius has been driven by the
services sector, which accounts for 70 percent of GDP
The largest contribution to this sector is from tourism.
Mauritius has become a major rourist destination due
to its nacural beauty, high standard of living, good
infrastructure as well as a well-developed transport
network. In the last five years, the information
technology sector has also emerged as a promising
industry in terms of the quality of employment
created, as well as its contribution to GDP

Recent macroeconomic developments

For the past 25 years real growth rates have averaged 6
percent per annum, resulting into a four-fold increase
in per capita income. A significant new feature in the
Mauritian economy has been the growing intra firm
trade resulting in outward investment by Mauritian
firms in Madagascar and some East African Countries,
According to the Africa competitiveness report of
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2000, Mauritius is ranked 2" (out of 24)
in Africa. Another positive aspect that has
emerged over the years is the elimination
of unemployment; this however has resulted
in a shortage of labour, which is currently
one of the major challenges faced by the
country.

In the fiscal year 2000/01 the economy reg-
istered growth of 8.7 percent, mainly as a
result of a rebound in the sugar production.
In 2001, inflation declined to 4.4 percent
from 5.3 percent in 2000. This was an
improvement from the 1999 rate of 7.9 per-

Sectoral breakdown of GDP

B Agriculiure
O Manufacturing
OSenices

cent. Deceleration in the rate of monetary
expansion in 1999, greater stability in the exchange
rate, as well as subdued inflation in its major trading
partners contributed to a reduction in the inflation
rate,

Mauritius' investment performance has been good
compared to the rest of the region. For the past
decade rotal investment and savings have been above
20 percent. In 2000 investment averaged 26.3 percent
while savings averaged 22 percent. Annual FDI
inflows have however been falling. Between 1985 and
1990 average annual inflows amounted to US22m, but
by 1996 they had fallen to US$18m. Flows into the
EPZs have also declined, largely as a result of increasing
international competition in traditional and low skill
labour industries like garment manufacturing,

The overall budger deficit was 3.1 percent of GDP
in 2000 compared to 3.6 percent in 1999, reflecting
buoyancy of tax revenue and lower growth expendi-
ture. Tax revenue rose by 13.5 percent, while the rax/
GDP ratio maintained an upward trend.

In 2001, the country’s international reserve position
improved. Based on the value of the impore bill for
the fiscal year 2000/01, the end of September level in
net international reserves was 30.8 weeks of imports.

Mauritius external debt stood at US$1.2 billion
in 2000. The country’s debt service ratio (principle
repayments as a percentage of exports of goods and
services), increased from 8.9 percent in 1999/2000 to
13.3 percent in 2000/01. This was mainly as a resule
of the redemption of the outstanding balance of the
floating rate notes on loans.

Trade Policy
Mauritius maintains a one-column rariff schedule

based on the Harmonized System (HS). Since July
1994 import customs duties vary according to HS

22

classification. The maximum tariff rate is 80 percent,
while the average tax rate is 12.4 percent. An additional
10 percent tax is levied on all imports from non-
preferential countries, which attract customs duties at
the rate of 55 percent or over. Import customs duties
are in general advolerem on c.i.f. values.

Mauritius is a signatory to a number of international
conventions. These agreements enable its products to
have access to most markets globally. Mauritius is a
member of the COMESA Free Trade Area, SADC,
10C and is party to the ACP/EU convention and
AGOA.

Structural Policies

The government’s privatization programme took off
in November 2000, when it sold 40 percent of its
shares in Mauritius Telecom for US$261 million (5.7
percent of GDP) to France Telecom.

‘The Mauritius Srock Exchange was set up in 1989
and has now gained a growth momentum of its own,
with 39 listed companies and a market capitalisation
of US$1,505 million.
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NAMIBIA
Macroeconomic Data

{In millions of US Dollars, unless otherwise indicated)

1993 1994 1995 1996 1997 199§ 199% 2000
Growth rate 8.2 7.2 -1.6 6.2 32 211 26 3.0 29 35
Per capita GDP 1,804 1,877] 1,793 | 1,850 | 1,854 1,838 | 1,830 1,831 1,830 | 1,838
Per US § Exchange Rate 2.85] 326 | 355 3.65 421 46 |55 6.1 6.8
Inflation 1.9 17.7 85| 10.8 10.0 80| 88 6.2 8.6 4.5
Gross investment 2121 161 | 23.1 207 | 225] 10.7
Gross national savings
Trade balance 73.8] 754 21.7 | -309 | -500 -42.8
Exports, fo.b. 1342.5/1293.4 (1351.0(1399.9 (13739 1359.2
Imports, f.0.b. -1268.6 [-1218.6 |-1329.3(-1431.0/-1422.7(-1401.9
Current account balance 80.6| 119.0 | 81.3 | 152.8 | 100.8| 193.5
Direct Investment 119.9) 467 | 1041 | 117 [131.73 B3 [ 77836111 311s| 1205
Int months of imports 0.3 1 1.3 1.3 U3} 17
Total External Debt 161.1 1149.8 | 132.7 | 137.9( 121.7 | 76.3

Sources: IMF statistical appendix; Bank of Namibia and Ministry of Finance

The Namibian economy relies heavily on agriculture
and mining, but in recent years tourism has become
one of the fastest growing sectors of the economy,

Economic structure

The Namibian economy is heavily dependent on
the extraction and processing of minerals for export.
Mining accounts for 20 percent of GDP and about 45
percent of the country’s merchandise exports. Namibia
is the third largest producer of lead, fourth largest
source of copper and the world’s fifth-largest producer
of uranium with the world's largest uranium mine,
making it is the fourth-largest exporter of non-fuel
minerals in Africa. Rich alluvial diamond deposits
make Namibia a primary source of gem-qualiry
diamonds. Namibia also produces significant quantities
of tin, silver and tungsten.

Over the last few years the sector has undergone
a major transformation leading to an increase in
production. The proportion of diamonds mined
offshore increased to 57 percent in 2000, while the
opening of a copper mine led to an increase of 10.3
percent in value added from non-diamond mining. In
the year 2002 Namibia plans ro open new Zinc mine
and in general overall prospects for this sector look
bright.

Employing over 50 percent of the population,

agriculture accounts for 8 percent of GDP and 25
percent of export earnings.  The sector consists

COMESA Annnal Repors 2001

almost entirely of beef cartle and Karakul sheep, while
maize and millet is grown in high rainfall arcas. In
2000 the sector performed well largely as a result of
the improvemenc in livestock farming, however, the
sector’s performance remains volatile due to adverse
weather conditions.

The fishing industry has continued to play an
important role in the cconomy and has expanded
significandy since independence. Fishing and fish
processing contributes about 10 percent to GDP and
29 percent to total merchandise exports. In the year
2000 Fisheries showed a marked improvement of 13.3
percent.

The services sector accounts for 58 percent of GDP
with tourism as the largest contributor to the secror.
Tourism is also the third most important sub sector in
the Namibian economy and holds grear potential as a
huge foreign exchange earner.

Manufacturing sector accounts for an estimated 10
percent of GDP with almost 80 percent of it based
on food-related industries such as meac and fish
processing, In 2000 the sector grew by 4 percent
mainly due to improvements in the non-food sub-
sector. The government has made efforts to broaden the
manufacturing base by establishing export-processing
zones (EPZs).

Recent macroeconomic developments
Growth has remained stable over the years averaging

about 3.7 percent between 1991 and 2000. In 1999
and 2000 growth was estimated at 2.9 percencand 3.5
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percent respectively. In absolute terms real
GDP increased from $3,281m in 1999 to
$3,381m (1990 prices and Exchange rates)
in 2000. This increase was largely duc ro
the good performance in the mining, fish-
ing and construction sectors, as well as a
good grain harvest. Based on the conditions
in 2000, growth is expected to rise to 4 per-
cent in 2001.

Favourable macroeconomic conditions, a
stable domestic currency and falling interest
rates as well as South Africas strong
economic management have contributed
to the price stability in Namibia, Between

Sectoral breakdown of GDP
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1991 and 2000 inflation averaged 8 percent.

fn 2000 Namibia recorded an inflation rate of 4.5
percent, almost a 100 percent decline from 1999 8.1
percent.

In 2000, the share of rotal investment to GDP
increased to 24.1 percent from 18.9 percenc in 1999,
while domestic savings decreased from 7.3 percent in
1999 to 6.8 percent in 2000.

In 1999, direct investment increased substantially
compared to 1998.

Namibia has maintained a fiscal deficic of not more
than 7 percent over the years, fluctuating berween 2.6
and 6.2 percent. In 2000 the deficic stood ar 4.4 per-
cent of GDP.

The country’s external debt was $178 million in 2000
representing 3.3 percent of GDP. The amount paid
to service the debr in 1998 was US$ 34 million com-
pared to US$ 33 million in 1996.

Macroeconomic Policies

As a member of the Common Monetary Area (CMA),
which consists of South Africa, Lesotho and Swa-
ziland, Namibia's monetary policy is determined by
South Africa. Monetary policy is oriented towards
the exchange rate berween the Namibian dollar and
South African rand. This has been Namibia’s mon-
etary policy for the past eight years and has proved
effective in meeting the ultimate objective of main-
taining price stability, as reflected in the single digit
inflation maintained over the years.

External sector reforms or Trade policy and Inter-
national relations

Namibia is not yet a member of the COMESA FTA,
but trades on full MFN rates uniil its derogation
expires. Currently 84% of its imports are from SACU.
The improvement in its port facilities could, however,

speed up Namibia's decision to actively participate in
the COMESA FTA.
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Namibia is also a member of UNQ, Commonwealth,
OAU, SADC, SACU, IME World Bank, MIGA,
NAPU, ADB and WTO, which it joined in January
1995.

Structural Policies/Reforms

In 2000, VAT was introduced to replace the general
sales tax. ‘The rate is 15 percent with the exception or
exemption of food items and luxury goods, which are
zero percent and 30 percene respectively.  Namibia's
top income tax is currently 36 percent and the corpo-
rate tax race is 40 percent. The average taxpayer faces
a marginal rate of zero percent.

Namibias banking sector is small but sound. Linked
to the South African system, almost all developments
in the sector, including monetary policy, are deter-
mined by South Africa’s monetary policy.

In the area of infrastructure development, Namibia has
completed the Trans-Kalahari highway (ro Botswana
and Johannesburg) and the Trans-Caprivi highway (to
Zambia, Zimbabwe and Central Africa). And a US$
52m programme aimed at upgrading the harbours at
Walvis Bay and Luderirz has been put in place.

The second largest in Africa, the Namibian stock
Exchange was established in 1992 under the Stock
Exchange Act of 1985 (amended in 1992). Currently
it has a capitalization of US$ 42 billion (N$ 286 bil-
lion) with 41 companies listed. In terms of privatiza-
tion, Namibia has adopted its first privatization guide-
fines for the sale of Air Namibia, Namibia Power Cor-
poration and Telecom Namibia.

Namibia is a middle-income country and therefore
has no HIPC status. However though per capita GDP
is four times the per capita GDP of Africa’s poorer
countries, the vast majority of Namibia's people are
poor and a top priority for the government is to
reduce poverty by half by 2015. Among its objectives
is to improve access to and the quality of education
and health care.
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RWANDA
Macro economic Indicators

(In millions of US Dellars, unless otherwise indicated)

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
Growth rate -3.6 66| -6.6|-488| 33.3| 14.1 14.1] 94 6.2 6
Per capita GDP 569.3 554 [ 452.8 [219.6 | 203.7 | 203.1 189 | 193.5 187.2| 165.7
Per US § Exchange Rate 119.7 | 146.27 | 145.5 {138.3|297.67(304.16 | 304.67 [330.72 349,53 | 430.49
Inflation 19.6 95| 125 640 220 8.9 11.7( 6.8 -2.4 4.0
Gross investment 248.8| 3194| 330] 752 1588 198.9] 2547|2923 326.2| 3092
Gross national savings 53.7| 697 384[-3254| 927| -747| -636| 38 54 46.9
Trade balance -132.5 | -172.4 1-200.11-335.2|-143.7 [ -156.9 | -184.5 [-168 5 -186.8 | -153.1
Exporis, f.o.b. 95.6| 68.7] 67.7| 32.2| 512 62 93| 64.1 62 69
Imports, f.o.b. 228.1| 241.1]267.81367.4| 198.1| 218.7] 2774|2326 248.8( 222
Current account balance
Direct Investment 4.6 5.5 5.8 0 2 22 2.6 7.1 1.7 14.3
In months of imports 3.7 24 4] 1.2 3.4 33 3.7 45 4.5 53
Total External Rate 755.6 670 | 753.7 943.30{985.40!1,010.30 | 1,044.70 |1.147.20] 1182.30 1324.40

Sources: IMF statistical annex; and Rwandese authorities

Economic Structure

Rwanda has a predominanly agricultural economy,
most of which is based on subsistence farming with
very little mechanisation. The agricultural sector
accounts for of 47 percent GDP, 91 percent of
employment and 80 percent of the country’s expore
earnings. Coffee, pyrethrum and quiquina are the
principle export crops. Agricultural performance has
been declining over the years, The government plans
to transform the sector into a market-oriented high
value sector. One of the measures taken has been to
remove duty on imports of scheduled agriculcural,
and livestock inputs and implements.

The manufacturing sector is small and currently
contributes 19 percent of GDP The country has
a liberal investment regime and artitude to foreign
capital; as a result the manufacturing sector receives
some considerable foreign investment. Currendy, it is
the sector that registers fastest growth. However its
impace is limited relative to its given size. In order
to simulate further growth, the government created
incentives for the expansion

The Rwanda oil industry is dependent on the
importation of all petroleum products from the
Mombassa refinery in Kenya, The country has a
fledgling mining industry.
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The services sector is the second largest contributor to
GDP after agriculture.

Recent macroeconomic developments

Rwanda has made remarkable progress in rebuilding ics
social and economic infrastructure since the end of the
war in 1994. A large number of internally displaced
people and returning refugees have been resettled,
and progress has been made in rebuilding capacity
for economic management, restoring macroeconomic
stability, and initiating key structural reforms. This
sets the stage for the Governments policy to shift
from emergency and humanicarian assistance to
rehabilitation and development.

For the past six years Rwanda has maintained growth
rates of above 5 percent; this is due o high foreign
investment as well as increased foreign aid. Among the
sectors generating growth are; the agricultural and ser-
vices sector, the slump in 2000 can be attributed to
the fall in coffee prices, the county's principle export.
In 2000, Rwanda’s growth decelerated to an estimated
5.2 percent, from 5.9 percent in 1999, on account of
drought in some areas, the rise in international petro-
leum prices and transportation costs as well as lower
economic activity in the sub-region.

Per capita GDP has risen steadily from US$174 in
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1994 ro US$320 in 2000.

Inflation has been brought down form 88.8
percent in 1995 to 4 percent in 2000, which
was among the lowest in the region ensur-
ing confidence in the currency and creating
a stable macroeconomic environment.

Rwanda’s fiscal position improved as a result
of reduction in public expenditure and the
incroduction of revenue measures aimed at
containing the revenue shortfall. Fiscal defi-
cit as a percentage of GDP was 9.4 percent

Sectoral Breakdown of GDP
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in 1999 and 9.9 percent in 2000.

The external current account deficit as a
percentage of GDP widened from 15.2 percent in
1999 to 16.7 percent in 2000, reflecting weaker coffee
export receipts, higher fuel and food import prices,
an increase in international transport costs, and a
relaxation of monetary policy. As a result, the cur-
rency depreciated and the central bank sold signifi-
cant amounts of forcign exchange reserves to restrain
the depreciation. While this meant that the net for-
cign assets targets of the central bank were not mer,
Rwanda’s gross official international reserves remained
at over six months of imports. The Rwandese Franc
depreciated against the US dollar by 14.4 percent

External debr remains a big constraint on the countr
g
performance. In 1994 Rwanda’s external debt stood ac

US$1.2 billion.

Trade Policy

Rwanda’s rating on the IMF trade restrictive index has
improved from 8 in 1997 to 2 in 1999, and its reli-
ance on international trade taxes fell from one third
to one-fifth of roral revenue, without an accompany-
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ing decline in income level. Overall, Rwanda’s prog-
ress in trade has been faster than most countries in
the region. The government also remains committed
to regional integration and the Free Trade Area pro-
visions of the COMESA treaty, and has signed the
African Guarantee and Economic Cooperation fund
agreement.

Rwanda is a member of the World Trade Organiza-
tion (WTO), COMESA and ECCAS, and parry to
the CBL

Structural Policies

By the end of 2000, the government planned to raise
the number of companies for sale to 52 including
Rwandex and Tabawanda and was in the process
of divesting Rwandtel and Electorgaz. Among other
industries that the government wants to privatise is
tea.

There have been several efforts to deal with poverty
in the past, by government, donors, NGOs and civil
society. The poverty reduction strategy initiative is
designed to complement existing initiatives.

An important lesson learnt from the existing
programme is that Rwanda cannot rely on national
budget and external financing alone and should
identify local initiatives for mobilisation.
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SEYCHELLES
Macroeconomic Data

{In millions of US Dollars, untess otherwisc indicated)

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
Growth rate 27| 69| 65 -0.8 -0.6 4.7 4.3 2.3 -3.0 1.2
Per capita GDP 5,376(5,719| 5,966 | 5,762 5,643 5795 5942 | 5978 5,705 5,681
Per US § Exchange
Rate 5.3(105.1| w52 5.1 4.8 5.0 5.0 53 5.3 5.7
Inflation 20| 32 13 1.8 -0.3 -1.1 0.6 2.7 6.1 6.7
Gross investment 26.0 28.3 47.0 33.0
Gross national savings
Trade balance -136.0 -160.4 -184.7 | -188.5 | -228.2 | -233.9
Exports, f.0.b. 270 26.9 4571 737 90.6 111.0
Imports, f.o.b. -175.0 -197.0 -244.9 | -288.2 | -342.6 | -368.1
Current account
balance -21.2 -44.3 -65.9 | -63.3 | -101.3 | -104.6
Direct Investment 17.0 26.0 170 ] 34.0 41.7 520
In weeks of imports 6.4 3.8 2.6 29 24 35
Total External Debt 313.9 3314 34641 3563 361.9 373.9

Sources: IMF stalistical annex; Management Information Systems Division

(MISD) ; and staff esfimates
* Estimates

Economic Structure

The services sector is the largest sector in the economy.
It contributes 70 percent to GDP. Seychelles depends
mainly on tourism, which employs about 30 percent of
the labor force and accounts for more than 70 percent
of toal export earnings, and fishing, Tourism alone
accounts for about 50 percent of GDP The country
has spectacular mouncains and oceanic scenery, an
agreeable climate and a relatively healthy tropical
environment. During the past few years, there has
been acceleration in FDI inflows into the sub-sector,
leading to an increase in tourism related activities.
Although the September 11" attacks on the US
affected the sector in 2001, it remains buoyant due to
efforts by the government to improve the industry.

Since ecarly 1990 fishing has developed into a
flourishing indusery. Fish accounts for 70 percent
of the supply of animal protein to the population,
substituting the shortage of beef. About 6000 tonnes
of fish are caught annually in the shallow waters
of the continental shelf. Since log line fishing wsas
introduced the amount of fish caught has increased
from 50 metric tonnes in 1995 to 390 metric tonnes
in 2000. The country’s major exports are canned tuna
and frozen prawn, which together accounted for more
than 90 percent of the total exports in 1999. Fresh
tuna loins fetch as much as £5 per kg in Europe.

Agriculture is constrained by limited land and fresh
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waters, and therefore accounts for less than 10 percent
of GDP. The major crops are copra and cinnamon
that account for the largest proportion of merchandise
CXpOrtS.

The main engine of growth in the industrial sector
in the tuna-canning factory. The Indian Ocean Tuna
Lid. (IOT) is the biggest manufacturing entity in
terms of employment, revenue and output. The rest of
the sector s limited to about 50 small-scale establish-
ments contributing 5 percent to GDP and producing,
alcohol, cigarettes and plastics.

Mineral production consists of mostly unspecified
quantities of construction materials such as clay, sand,
and stone. Guano and organic fertilizer is also pro-
duced as a [arge scale.

Recent macroeconomic developments

Since its independence, Seychelles has experienced
significant growth in percapita GDP due to substantial
expansion of the tourism industry. Since the 1990s,
the government took significant steps to liberalize the
economy; this has led to a creation of a one of the
most stable economies in Africa.

Its record of performance has been good, however,
real GDP in 2000 and 1999. In 2000 the economy
expanded at 1.2 percent from a growth rate of -3 per-
cent in 1999 to 1.2 percent. In absolute terms Real
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GDP increased $460m in 1999 to $466m
in 2000, Performance in the tourism sector,
the nation’s main export earner was dis-
appointing due to an increase in competi-
tion from cheaper destinations. In order to
revive the sector, the government undertook
various initiatives such as increased cam-
paigns of the Seychelles Tourism Marketing 15%
Authority, purchasing a new Boeing 747
and tightening of foreign exchange legisla-
tion. As a result growth rebounded in 2001
with tourism registering a gtowth rate of 3
percent.

Sectoral breakdown of GDP

B Agriculture
OSenices
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O Manufacturing

Price stability has been a consistent feature
of the Seychellois economy in much of the
recent history. Inflation has ranged berween
-1.1 percent and 6.4 percent in the period 1996-2001.
This in part has been due to the general economic
conditions in the country as well as the efforts of the
price control unit of the Vice President Ofhce.

Foreign Direct Investment fAows increased substan-
tially, owing to the development of the offshore and
the granting of tax incentives and concessions to for-
eign investors under the Investment Promotion act
(IPA) of 1994. During the 1998/99 period there was
a sharp rise in FDI, following the Heinz Company's
investment in the IOT factory, investments in Lemura
Hotel and other five star hotels. The main direction
of FDI flow was 1o the tourism sectors. Investment
in other sectors remained low due to macroeconomic
problems.

Developments in the public sector have been char-
acterized by significant weakening of the fiscal posi-
tion, with the budget deficit as a percentage of GDP
increasing form 6.1 percent in 1999 to 14.5 percent
in 2000.

An important development in the export sector has
been the increase in tuna and frozen prawn exports.
From 1995 to 1997, export receipts from tuna tripled,
rising from to US$54 million.

Reflecting large fiscal deficits and deteriorating exter-
nal competitiveness, Seychelles’s balance of payments
has been under significant strain during the past two
years. The external current account as a percentage
of GDP has recorded a deficic of above 10 percent for
the past five years. In 2000 it improved to 12.4 per-
cent from 19 percent in 1999. The trade deficit also
improved slightly to 32.4 percent in 2000 from 38.7
percent in 1999.The growth in real imports declined
to -4.1 percent in 2000 while exports grew at -1.1 per-
cent.

During 1998-99, official reserves were very low despite
increased accumulation of external arrears. On a net
basis, official reserves increased from US$ 10million
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in 1997 to US$ 14.7 million in 1999, equivalent to
1.7 weeks of imports. As a result of che strain on bal-
ance of payments, the country accumulated substan-
tial external arrears increasing from US$ 13.4million

by 1998 and by US$ 19.1 million in 1999.

The large fiscal and external imbalances have led to
growing burden of external debe for the government
and problems of debt management. In 1999, Sey-
chelles external public debt was estimated ac US$
188.5 million. The arrears accumulated on public
debt amounted to US$14.5million at the end of 1999.
However, the share of external debt in GDP declined
from 23.2 percent in 1999 to 17.6 percent in 2000.

Trade Policy

In 1998 the government introduced a series of trade
restrictions aimed at limiting imports of goods and
services. These included; introduction of import
permits, continuation of import quotas, bans on
imports of second hand vehicles, reduction of the
number of expatriate workers and re-imposition of
withholding taxes.

Seychelles is a member of the Regional Integration
Facilitation Forum, its has observer status at the WTO
and is currently not a member of the COMESA Free
Trade Area.

Structural Policies

Seychelles has made efforts to diversify its export
base; a remarkable example has been the efforts of
the governmenc through the Seychelles Petroleum
Company (SEPEC) which in recent years has
significantly boosted the country’s foreign exchange
receipts through re-exports of petroleum products. It
is projected that by the end of 2003, the fuel import
bill of the country will be fully met by proceeds from

I'E-CXPOI'IS.

To address the problems in the tourism sector,
Seychelles has launched a number of initiatives in
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the past two years, the most notable of which are
the restructuring of the tourism administration, the
re-organization of Air Seychelles and the granting
of wax incentives, increased allocation of foreign
exchange, reduction of social security payments,
increased allocation of foreign exchange and the
loosening of administrative procedures on foreign
employment.

Seychelles has a booming offshore sector. In 1994
Seychelles enacted legislation covering the registration
of offshore companies, offshore trusts and licensing
of international trade zone (free zone) companies.
Recently a further set of legislation was introduced
to cover the licensing of offshore banks, offshare
insurance companies as well as setting up a securities
industry. Through the Seychelles Internacional Business
Authoricy (SIBA), it endeavors to attract around 8,000
International Business Companies (IBC) registered
companies until the end of 2002. New innovations
in financial products such as offshore credit cards,
asset protection and management facilities, provision
for mucual funds will be provided. SIBA participates
at various international road shows, conferences,
seminars and meetings with a view to bringing
potential investors closer to its offshore industry.

Currently there is no stock exchange in Seychelles,
although legislation for its establishment was put in

place in 1996.

SUDAN
Macroeconomic Data

Economic structure

Sudan is rich in natural resources that include extensive
stretches of land, huge livestock wealth, considerable
water supply, broad climatic zone that stretches from
lush vegetation of equatorial southern Sudan to the
arid desert of the north. Huge deposits of mineral
wealth are yet to be exploited.

Agriculture accounts for 37 percent of GDP and
employs 80 percent of the population. Among its
leading export crops are, gum Arabic (with Sudan
accounting for much of the total world production),
cotton, sesame, and groundnuts, Other agricultural
products include sorghum, millet, whear, dates, and
sugar cane. Livestock has also been an important
export product.

Industry is largely confined to agricultural processing

and the manufacture of basic consumer goods. The
chief products include ginned cotton, processed
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food, beverages, textiles, cement, soap, and footwear.
Petroleum is also refined.

The performance of the manufacturing sector has
improved due to positive supply side responses to
the economic reforms. Increased investment in this
sector has led to an average growth rate of 21 percent
since 1996. The sector’s contribution to GDP also
rose from 8 percent to 13 percent between 1996 and
2000.

Sudan has become almost self sufficient in petroleum
preduction, developing from being a net importer to
a net exporter of crude oil and petroleum products.
Exploitation of the oil fields began in the 1970s,
but the work was discontinued in the mid-1980s as
military conflict in the south intensified. However,
in 1999 the government began the commercial
development of its petroleum sector and currently
production stands at about 210,000 barrels a day.

Recent macrocconomic developments

In the year 2000, its per capita GDP slightly increased
from che 1999 level of US$1400 to US$ 1485. In
2001, there was a decline in economic performance
as a result of external shock and policy slippages.
Most evident among the external shocks was the ban
imposed by the Gulf countries on Sudanese livestock
exports and low international prices of some agricul-
tural products.

Infatien significantly dropped from 123.6 percent in
1991 to 8 percent in 2000. In 2001, expansionary
monetary and fiscal policies fuelled inflationary pres-
sures therefore leading to an increase in inflacion,
however, it was kept ac single digit levels.

The overall fiscal deficit has also shown a marked
improvement over the last ten-year period. In 1991
overall fiscal deficit as a percentage of GDP stood at
24.3 percent and  fell to 0.7 percent in 2000. This
has been mainly as a result of government’s commit-
ment to fiscal consolidation, as well as increments in
revenue from the petroleum industry. Oil revenue rose
to 4.9 percent of GDP in 1999 from almost zero the
previous year.

Total investment as a percentage of GDP averaged
about 20 percent over the 1991-2000 period. There
have been slight yearly flucruations with the lowest
rate of 13 percent recorded in 1991, while the rest of
the years ranged between 22 percent and 17 percent.
In recent years FDI flows to Sudan have been increas-
ing, for instance from an estimated US$370 million
in 1999 investment increased to US$390 million in
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({In millions of US Dollars, unless otherwise indicated)

T

1991 1992 1993 1994 1995 19% 1997 1998 1999 2000
Growth rate 1.2 1.3] 123 7.6 4.5 4.7 6.1 6 6 8.3
Per capita GDP 1,019 975 | 1,008 999 | L9 1,212 1,308 1,360 | 1,400 | 1,485
PerUS$
Exchange
Rate 15| 1328 216 40 83.8 |140.00{171.20 237 |1258.00 | 257.3
Exchange rate (end of period) 40 | 32.63]|144.93] 1722 | 2378
Inflation 98.1 149 | 118.7| 107.3 70| 1124 31.7 8.3 16.6 3.7
Gross investment
Gross national savings
Trade balance -942.1| -668.8 | -501.6 | -546.7 | - 629.1 | -884.2 | -827.7 |-1,136.50| -476.1| 440.3
Exports, f.o0.b. 308.7f 221.5| 417.3| 5356 | 555.6 | 620.3 | 594.2| 3595.7 780 | 1806.7
Imports, c.f.1 -1250.8 | -890,3 | -944.9 (-1,095.50| -1,184.80 |-1,504.50-1,421.90| -1,732.20 | -1256,2 |-1366.4
Current account halance
In months of imports
Total External Debt i5.8 16.1 18 [ 19,798 | 19.50 | 1940 20.20 | 20.5] 20.5

Source: Bank of Sudan annual Reporis IMF statistical annex; and CSO

* Since 1997 imports have been recorded on FOB basis

2000. The FDI flows are mainly concentrated in the
petroleum secror.

Sudan’s trade volumes have increased, with the oil
exports having caused a huge shift in the geographi-
cal distribution of trade. In 2000, the trade balance
moved to a surplus, while the external current account
narrowed from —-23 percent in 1998 to ~14 percent
in 1999, reflecting in part the higher oil exporr prices.
This shift was as a result of increased oil exports,
which averaged 76 percent in 2000. But in terms of its
traditional exports, Sudan recorded a decline berween
1998 and 2000. This was as a result of exogenous fac-
tors such as drought, floods and a ban on Sudanese
livestock exports by the Gulf countries.

Though the country performed well in 2001, ies
balance of payments weakened in 2001 as a resulc
of increased imports and a decline in export reve-
nues. The exchange rate of the Dinar against

Trade policies

The country’s trade regime has been  gradually
liberalized. The number of cariff bands was cut from
five to four and the maximum tariff rate was reduced
from 80 percent to 60 percent in 2000 and then to
40 percent in 2001. In addition the effecrive rariff
rate declined from 25 percent in 1999 to 22 percent
in 2000. Neatly all imports are free from non-tariff
restrictions, though there are some restrictions in place
for religious and security reasons. In 1999 the last
export tax on cotton was abolished. In addition since
August 2001 Sudan has liberalized sugar imports and
abolished the government monopoly on exports of
gum Arabic.

Sudan is a member of the COMESA FTA and has bi-
lateral agreements with Algeria and Chad. It is also
working towards joining WTO.

the US dollar remained stable until Auguse
2001 when the implementation of a flexible
exchange rate regime was initiaced.

The total outstanding debr stock increased
from an estimated US$ 19.8 billion (about
280 percent of GDP) at the end of 1995
to an estimated US$ 22.4 billion (about
225 percent of GDP) by the end of 1998.
In 2000 it was estimated at US$20.4 bil-
lion or 183 percent of GDI At the current
debt levels Sudan is a heavily indebred poor
country.

8%

Sectoral breakdown of GDP

B Agriculture

O Manufacturing
and mining

37%, OTrade, resturants |
. and hotels

OTransport and
13% communications

B Other senices
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Structural policies

Over the years progress in privatization has been
achieved in the areas of telecommunication and trans-
portation. In an effort to lessen fiscal expenditure and
increase revenue, the government has sold some major
parastatals. At the beginning of 1990s the government
slated 190 companies for privatization, bur by 1998
only 32 transactions had been completed. In general
progress has been hampered by lack of investor inter-
est.

In 1992, Sudan established the Khartoum Srock
Exchange under the amended Securities Marker Act
of 1982. The Khartoum Stock exchange is the only
stock exchange in COMESA that operates under the
directives of the Islamic Sharia.

The government has established a free trade zone at
Saukin in the Eastern States and declared Osman
Digma Port on the Red Sea as a Free Port.

Poverty in Sudan is 2 major problem with an estimated
50 percent of its population living on less than US$1 a
day. Recognizing the urgency of this situarion, Sudan
has put in place measures to reduce poverty by half
by 2015. While it has just revised its interim Povercy
Reduction Strategy Paper, Sudan’s poverty alleviation
strategy has since 1992 been implemented under the
Comprehensive National Strategy (CNS). It aims ac
improving the country’s very weak social indicarors,
in particular by introducing universal basic education
and extending primary health care to the entire
population.

Swaziland
Macroeconomic Data

Economic structure

The Swazi economy relies heavily on the export sector,
which is largely based on agriculture and agricultural
based industries.

Agriculture accounts for close to 10 percent of GDP
Although it is only the third largest in terms of
contribution its overall impact is significant because
the majoricy of people directly derive their livelihood
from ic. The sector also supplies key inputs to the
largely agro based manufacturing companies. During
the past decade, the economy of Swaziland depended
heavily on export-based agricultural production, which
is largely influenced by climatic conditions and
developments in the external sector. The main foreign
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exchange earners are sugar and wood pulp.

Manufacturing is the largest contributor o GDP.
It accounts for 36 percent of GDP The major
items manufactured include: soft drinks, wood pulp,
refrigerators, sugar and recently textiles. In 1997,
an automotive assembly was established. Over the
years growth dynamics in this sector have been
negatively affected by the slowdown in Foreign Direct
Investment, which provided the impetus for growth.

Swaziland has major deposits of coal, asbestos and
iron ore. Asbestos is the main mineral revenue earner.
Mining contributes about 1.4 percent of GDP The
crushed stone industry is another sub-sector that
has recorded positive performance over the years.
Most coal and crushed stone are sold in the regional
markets.

Tourism is well developed. Swaziland hasan abundance
of features to atcract visitors including eight nature
reserves with a range of animal and bird life, spectacular
mountain scenery and rich cultural heritage. The
telecommunication network has been completely
auromated.

Recent macroeconomic developments

Swaziland has maintained a relatively stable macroeco-
nomic environment since 1996, These positive devel-
opments have been evident through single digit infla-
tion, declining trend in interest rates and the relatively
stable Lilangeni.

Swaziland GDP grew at 2.5 percent in 2000 showing
a slight decline over the previous years rate of 3.1
percent. The main factors responsible for the slight
decline were poor industrial performance and low
agricultural production. The improved regional envi-
ronment however, improved performance in some
industries.

It maintained single digit inflation in the period 1996
to 2000 owing to tight monetary approach of the
South African Reserve Bank (The Swazi Lilangeni is
pegged to the South African Rand ar a 1:1 ratio). In
2000, a rise in oil prices, the depréciation of the Lil-
angeni against major currencies and adverse weather
conditions led to an increase in inflation to 7.3 per-
cent from the 1999 rate of 5.8 percent.

Moderate inflow from the external secror combined

with the rise in credit extended to the private sector
contributed to the 11.7 percent rise in broad money
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{In milliens of US Dollars, unless otherwise indicated}

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
Growth rate 24 1.3 3.3 3.5 3.0 3.6 4.0 2.7 3.1 35
Per capita GDP 1,089 | 1,093 1,091 1,096 1,112 L7 | 1,129 | 1,146
Per US § Exchange Rate 27| 285 | 3.26 3.54 3.5 43 4.6 5.5 6.1 6.9
Inflation 6.2 11 12.4 13.9 12.3 6.5 1.3 8 5.9 7.3
Gross investment 206 | 261 | 26.6 32.1 341 30.1 33.9
Gross national Savings 18 19 26 26 29 19 19
Trade balance 410 | -1420 | -180.0| -202.0 125.3( -121.8 | -111.2
Exports, f.o.b. 6850 | 791.0 | 868.0 896.0| 961.0| -9749| -898.3 | -8154
Imports, f.o.b. -832.0 }-1010.0 | -1077.0 | -1173.0 | -1101.4 | -1020.2 | -926.7
Current account balance -63.8 1.9 -30.8 -52.0 89 -68.7 7.2 -40.4
In months of imports 39| 49 39 3 32 3.6 3.8 4.6 4.7 4.8
Total External Debt 247 224 261 268 244 308 322 393

Sources: IMF stalistical appendix; Central
Statistical Office

supply in March 2000. Broad money as a percentage
of GDP grew at -9.3 percent in 2000.

Investment rates in Swaziland have recently been high
with an average of 28 percent over the 1990s. In 2000
the ratio of total investment to GDP stood ar 33.2
percenc (the highest in the region). FDI performance
has however declined since the mid 1990s due to
the lifting of sanctions on South Africa, which has
led to the shift of inflows into South Africa. Savings
are amongst the highest in the region averaging 28.7
percent of GDP over the period 1990-1998, Despite
high levels of savings and investment, the trend has
not resulted into high rates of growth.

The country’s fiscal position deteriorated in 2000. The
fiscal deficit widened from 2.7 in 1999 to 4.3 percent
in 2000. This was however below the COMESA aver-
age of 5.7 percent. This development was as a result
of an increase in the wage bill and increased subsidies
and transfers to public entities.

Swaziland’s external sector grew in 2000 as a result of
an increase in international demand for the country’s
major exports (textiles, sugar and wood pulp). Exports
grew at 7 percent, while imports grew ac 2 percent.
The external current account as a percentage of GDP
was -8.3 percent in 2000 compared to -7.2 percent in
1999.

Swaziland continues to maintain a low and manage-
able level of external debt. The Debt-Export ratio has

been declining since the 1990s. By virtue of being a
low debt country Swaziland has no HIPC status. The
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share of external public debt in GDP declined from
19.1 percent in 1999 to 18 percent in 2000. Swazi-
land’s external debrt service ratio remained low in 1999
at the equivalent of 22.3 percent of GDP and 2.5 per-

cent of exports.
Trade Policy

In the area of tariffs, common raxation system is levied
on imports in conjunction with Botswana, Lesotho,
Namibia and South Africa. There are ad volorem
rates ranging from 0 to over 70 percent.

The country has access to many preferential markers
including USA and the European Union. Regionally
Swaziland is a member of COMESA, SADC and
SACU.

Structural Policies

The pace of privatization has been slow; it has priva-
tized its airline, water and dairy companies.

Recognizing the need to attract more foreign invest-
ment, the government of Swaziland established an
investment promotion agency, whose mandate is to
lure foreign investors into the country.

Poverty alleviation and employment creation are
among the government’s highest priorities. Employ-
ment creation relies on the country’s ability to attract
more FDI and mobilize domestic investmenc. In rec-
ognition of the threat posed by HIV/AIDS, the gov-
ernment has since 1998 provided for a TB hospital
to cater for the increasing number of TB cases due
to AIDS. The government also remains committed to
the policy of constructing at least one clinic per year.
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UGANDA
Macroeconomic Data

(In millions of US Dollars, unless otherwise indicated)

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
Growth rate 77| 22| 86 6.4 1.9 8.6 5.1 4.6 76] 4.6
Per capita GDP 297| 295| 309| 319 346 365 373 380 397| 402
Per US § Exchange Rate 734[1133.8| 1195 9794 968.9|1046.1| 1083 | 1240.3 |1454.8 [1544.5
Inflation 20.8] 42.2] 30.0 6.5 6.1 7.5 7.8 58] -02| 63
Gross investment 155 14.6 17 164 17.1 15.6 17.6| 18.8] 205
Gross domestic savings 1.3] 19 4.6 2 4 -2.6 0.9
Trade balance -365.4|-417.7) 490.2 | -627.9| -5754 | -952.7| -910.1 | -829.6 |-1050.2
Exports, f.0.b. 157.11253.9| 5953 | 590.3| 6709 4584| s503.5| 514.8|491.6
Imports, f.0.b, -322.5(-671.6/-1085.5/-1218.3 |-1246.3[-1411.1 | -1413.6 |-1344.4]1609.8
Current account balance -119.4(-36.7|-141.6 | -110.0( -53.4] -136.6
Direct Investment 124.4140.2] 266.8| 169.6| 164.6 246 203.9| 226.8|241.5
In months of imports
Total External Debt | I

Source. IMF statistical annex and
Ugandan authorities

Economic Structure

Uganda is one of the fastest growing economies
in COMESA and agriculture is its mainscay.
Agriculture accounts for 42 percent of GDP while
industry accounts for 20 percent and services 38
petcent. Industry and services have led the economy's
growth over the past decade; however, the country’s
comparatives advanrage still remains in agriculture.

Agriculture production generates 90 percent of the
country’s export earnings. Major crops produced are
tobacco, coffee, cotton and tea. Coffee is the main
foreign exchange earner accounting for close to 30
percent of the toral exports earning. Growing at
4.6 percent, the agricultural sector showed a slight
improvement in 1999/2000 compared to 4.2 percent
in the preceding year. All sub-sectors excepr the cash
crop sub sector, recorded positive growth.

Foed processing, textiles and horticulture dominare the
manufacturing sector. 70 percent of the new investment
into Uganda’s cconomy goes into manufacturing.
Between 1990 and 2000 the secror grew at an
average of 7 percent. The sector has been affected by
fAucruations in terms of trade,

Among the most dynamic sub-sectors in the services
secror are tourism, communications and community
services. Uganda has enormous tourism potential, it is
the source of the Great River Nile and Africa’s largest
fresh water lake, the Lake Victoria. Seven of Africa’s
plant kingdoms are represented in Uganda, which is
more than any other country on the continent. In
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addition, Uganda ranks among the top ten in the
world in terms of the diversity of its mammal groups.

Recent macrocconomicdevelopments

Uganda has shown marked improvement in its eco-
nomic indicators aver the past decade. The pattern of
growth has been distributed among the sectors with
most of the improvements originating from the man-
ufacturing, mining, and transport, communications
and construction sectors that have almost doubled che
economy. The recent performance of the Ugandan
economy can be actributed largely to the implemen-
tation of appropriate macro-economic and structural
policies.

Growth has remained above 4 percent for eight con-
secutive years. However in 2000 growrh decreased
from 7.6 percent in 1999 to 4.6 percent due to
drought, increase in oil prices and falling prices of
robuster coffee. Per capita GDP has almost doubled
since 1991. From $297 in 1991 it increased to $402
in 2000.

Prudent fiscal and monetary policies have succeeded
in combating inflation which ran as high as 42 per-
cent in 1992, Since 1994, Uganda has maincained
inflation of less than 10 percent. A small increase
was experienced in 2000 when it averaged 6.3 per-
cent from 0.2 percent in 1999. This outcome was
as a resulc of drough, which caused as shortage of
food crops. Broad money grew at 16.1 percent slow-
ing down form the previous year’s 13.8 percent
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Government deficic (excluding grants) as a
percentage of GDP amounted to 4.3 per-
cent, slightly increasing from 4.2 percent in
1999. The depreciation of the shilling has
had a positive impact on the country’s fiscal
position, largely because external grants and
loans account for a large share of budgerary
resources. In addition large donor inflows
were able to offset the deficit.

Between 1991 and 2000, the average share
of toral investment in GDP was 17 percent.
In 2000, Uganda’s investment performance
was 22.6 percent of GDT, the highest in

Sectoral breakdown of GDP

E Agriculture
Oindustry

OSenices

10 years. While there have been marked
improvements in investments, domestic sav-
ings remain low. Apart from 4.6 percent recorded in
1995, domestic savings remain below 2 percent.

In 2000, the Ugandan shilling depreciated by 11.5
percent against the U.S. dollar. In nominal and real
effective terms, the shilling depreciated by 9.5 percent
and 4.3 percent respectively. As a result, the competi-
tiveness of non-coffee exports was maintained.

Pressure on the exeernal sector continued in 2000, due
to the deterioration in the terms of trade and the con-
tinued decline in coffee export volumes. The trade
balance rose from -13.2 percent in 1999 1o -17.3 per-
cent in 2000, while the current account deficit wid-
ened to 9.9 percent of GDI* Although the depreci-
ation dampened che import demand, this develop-
ment was offser by a reduction in export earnings.
Export earnings from coffec declined from 43 per-
cent in 1999 to 27 percent in 2000, as a result of
a 4 percent fall in volumes and a 37 percent fall in
internarional coffee prices compared to 1999. Imports
increased by 8.6 percent in 2000 due to an increase in
the import bill.

Uganda’s External debr stock stood at $4 billion in
1999. Under the HIPC initiative, the country’s debt
situation has improved. For instance there has been a
decline in its debt stock to GDP ratio from 129 per-
cent in 1991 to 54.9 percent in 2000. The debr ser-
vice payments have also shown a marked decline.

— -
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Uganda has been faced with a serious debt problem.
In order to reduce the country'’s external debt, and
in view of its sound macro economic reform Uganda
was the first country to be declared eligible for che
HIPC initiative. [t reached decision point in Febru-
ary 2000 at which the Directors approved delivery of
interim assistance of SDR 5.6 million and its comple-
tion peint in May 2000.

The relatively strong economic performance over the
years, as well as the implementation of the broad based
poverty reduction strategy, has led to a significanc
reduction in the incidence of poverty in Uganda.

Trade Policy

Uganda has one of the most open economies in Africa.
The government’s commitment towards opening up
its marker is cvident in its decision to lower the tariff
race and remove duty on certain items. Currently,
mmaximum dury rate is 15 percent. Import bans on
beer, soft drinks and car batteries have been lifted and
in 2000, government indicated thac it would remove
the surcharge on beer, cigarettes and other tobacco
products. In January 2001, the authorities eliminated
protection on textiles

Uganda actively participates in regional integration
initiative such as RIFF, COMESA and EAC. It is
however not a member of the COMESA Free Trade
Area. Uganda has also signed bilateral trade and
investment promotion agreements with the United
Kingdom, [taly, Kenya, Tanzania, Souch Africa, Egypr,
India, China, Germany, the Netherlands among
others.

Structural Policies
Poverty in Uganda is regionally concentrated with the

north and the east having che largest proportions of
poor people. Poverty in the north, which continues
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to experience civil strife, is particularly high and has
worsened since 1997. Poverty in Uganda continues ro
be a rural phenomenon with 96 percent of the poor
living in rural areas.

The proportion of Ugandans below the poverty line
has dropped form 56 percent in 1992 to 35 percent in
2000. This is a reflection of improvements of public
services such as education, health care, water and
sanitation. While poverty has declined, inequality in
Uganda has increased,

In 1997 the government launched a poverty reduc-
tion program under the framework of the Poverty
Reduction Action Plan (PRAP). The vision of the

programme is to reduce poverry by 2025.

One of the Uganda’s success stories has been the
marked decline in the prevalence of HIV/AIDS.
Uganda was one of the first countries in Africa to
experience the devastating impact of HIV/AIDS and
to take action to control the epidemic. Since 1993,
HIV infection rates among pregnant women, a key
indicator of the progress of the epidemic, have been
more than halved in some areas and infection rates
among men seeking treatment for sexually transmitted
infections have dropped by over a third.

ZAMBIA
Macroeconomic Data

Economic Structure

Zambia’s agricultural secror contributes close to 15.2
percent of GDP and 17 percent of employment. The
agriculture sector has the potential to replace the
mining sector as Zambias major foreign exchange
earner. Unlike the other sectors, performance in
agriculture has been erratic leading 1o a deterioration
of the country’s food security position and increased
importation of maize that has led to foreign exchange
difficulties.

Manufacturing accounts for close to 25 percent of the
country’s GDP and 10 percent of employment. The
manufacturing sector comprises fertiliser, explosives,
textiles, glass, refined petroleum, leather and jewellery.
Manufacturing export products include, engineering
products (copper rods, cables, wire, billets and
brass ingots), cextiles, animal products and processed

foods.

In 2001, the manufacturing sector grew by 5.8
percent mainly driven by increased value added in
the wood and wood products sub-sector, as well as the
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food, beverage and textile sectors.

Zambia has one of the worlds most important reserves
of copper, cobalt ore together with uranium, gold,
nickel, lead zinc, iron and manganese. Currently, it
has 6 percent of the worlds copper deposits and is
the fourth largest producer of copper in the world.
Zambia is also reputed to have some of the highest
quality gemstone deposits in the world, which are yet
to be exploited. Among these are emeralds, amerthyst,
aquamarine, rubies, garnets, and diamonds.

Historically, mining accounted for 90 percent of the
country’s export earnings, but production has declined
ovet the years. Currently copper contributes 7 percent
to GDP and 50 percent to rotal export earnings.
In 2001 the mining and quarrying sector grew by
14 percent as compared to 0.1 percent in 2000,
This improvement in the mining sector was recorded
against the background of the closure of the Roan
Antelope Mining Corporation of Zambia (RAMCOZ)
and a drop in copper and cobalt average world prices
of 6.1 percentand 31.1 percent respectively. With the
privatisation of the mines production is projected to
pick up.

The services sector is the largest sector of the economy
employing close to GO percent of the labour force
and contributing 50 percent to GDP Zambia has
a booming rtourism industry with major tourist
attractions.

Zambia reached the targeted growth of 4 percent in
2000 and 5.2 percent in 2001. Zambia has since
1998 been on a positive growth path. This good
economic out-turn was attributed to improvements
in sectoral performances especially the mining sector
which registered growth of 14 percent in 2001 from
0.1 percent in 2000. Zambia also benefited from an
increase in tourism revenue. On the other hand per
capita GDP was estimated at $360 in 2000, as a result
Zambia is classified among the poorest nations in the
world.
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(In millions of US Dollars, unless otherwise indicated)

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000* 2001**

Growth rate 071 20 0.1] -133 =23 6.5 3.5 2.2 24 4.0
Per capita GDP 4431 | 436 435 378 157 371 376 357 | 356 360
Per US $ Exchange Rate 65| 172 453 669 864 1208 1315 1862 im
Inflation 97.7|165.7] 1833 54.6 349 43.1| 244 245 | 268 | 223
Gross investment 11 12 15 13 13 15 14 14 18 19
Gross national savings 11 8 14 10 12 9 9 8 4

Trade balance 133]-218 -24 64 -8 -62 =27 -153 | -149 | -221
Exports, f.o0.b. 1085 | 1133 994 | 1066 1186 9931 1191 816 | 756 746
Imports, f.o.b. 2952 |-1351] -1019| -1003 | -1194 -1055 | -1128 971 ) 922 | -978
Current account balance 8i-135 -30 -47 -146 -i22] -239 -574 | -532 | -583
Direct Investment 198 | 163 126
(end of period) 0 1 1
Total External Debt 68727| 4981| 5102| 6397 7041 7085 | 6971 6613 | 5670 | 5669

Source: IMF statistical annex; and Central Statistical Office

Inflacion as measured by changes in the Consumer
Price Index declined from 26.8 percent in 1999 to
22.3 percent and 18.7 percent in 2000 and 2001
respectively. Despite the increases in cnergy prices,
infladionary pressures cased due to lower increascs
in import prices, resulting from the relatively stable
exchange rate and a drop in food prices resulting
from improved food supply. Relative stability was also
restored in the exchange rate, which appreciated by 8
percent as opposed to the 58 percent depreciarion in
2000.

The share of toral investment in GDP has been
increasing steadily from 11 percent in 1991 to 16.2
percent in 2000. The growth of EDI has been slow.
In 2001, however FDI flows increased to US$ 7.5
million from US$ 0.9 million in 2000. Investment is
expected to risc to 21 percent of GDP in 2002. This
growth is expected to come mainly from the mining
and manufacturing sectors, following the successful
privatisation of the mines. Domestic savings on the
other hand have dropped from 8.4 percent in 1991
to 0.3 percent in 1999 and thereafter rising to 7.3
percent in 2000.

The fiscal stance was weaker than programmed.
Although overall expenditures were broadly in line
with the program projection, revenue and grants fell
short of the program targer (largely because of 2.2
percent of GDP shortfall in grants) and as a result, the
overall fiscal deficic was higher than anticipated. The
domestic fiscal deficit, at 3.4 percent of GDP, was also
higher than the program estimate.

During the year, the Kwacha depreciated vis-a-vis the
U.S. dollar by some 37 percent in foreign currency
terms, with most of the depreciation taking place in
the fourth quarter. The main factors contributing
to this depreciation included: (i) a weaker than
expected overall external position; (i) an increase in
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demand for dollars stemming from a loss in market
confidence in the Kwacha, as inflation accelerated;
(iii) monetary expansion beyond program estimates;
and (iv) possibly, political instability in the region.

Zambia's current account position improved from
-16.7 percent in 1999 to -13.4 percent in 2000.
This was largely duc to the decline in merchandise
trade deficit, which followed a decline in imports. In
addition, an improvement on income arising from
reduced investment income payments also contributed
to the narrowing of the deficit. Exports grew ac 12.3
percent in 2000, this was a marked improvement from
-13.5 percent in 1999. The share of exports in GDP
also grew to 28.15 percent in 2000 from 27.1 percent
in 1999. Imports on the other hand grew by 14.6
percent in 2000 compared to 5.8 percent in 1999. In
2000, imports accounted for 46.9 percent of GDE
Gross official reserves increased by only US$2 million
to US$46 million or 2 weeks of imports by the end of
1999.

Zambia has an exceptionally high debt burden. In
2000, Zambid's external debt stood at $7.3 billion
form $6.3 billion at the end of 2000. Debe service
paid in 1999 after rescheduling was about 16 percent
of exports of goods and services similar to 1998,
Towards the end of 2000, Zambia became the eleventh
country to obtain debt relief under che enhanced
HIPC programme.

in 1998, it was cstimated thac 70 percent of
Zambians were living in poverty, with levels of poverty
particularly high in rural areas. High HIV prevalence
rates have led to a significane decline life expectancy
and have contributed to a decline in many other social
indicarors.

Trade Policy

Zambia is 2 member of the WTO, SADC and the
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COMESA FTA.

Export permits are no longer required. Exporr licenses
are required for most goods, while impore licences
are required for statistical purposes. Zambia has
progressively liberalised and simplified its tariff regime.
Maximum rariffs have been lowered form 100 percent
to 25 percent. The tariff structure now comprises
four tiers, ranging from 0-25 percent, 0-5 percent for
most basic raw materials, 15 percent for intermediate
goods, 25 percent for final and capital goods. About
60 percent of all rariff lines bear rates of 15 or 25
percent, while 20 percent of lines have zero rates.

Structural Policies

Zambia’s privatisation program has been one of the
most dynamic in the region. Privatisation of the mines
and companies of the Copperbelt and other companies
in Zambia has led to a flood of enquiries and
substantial investment. The Lusaka Stock exchange
had a 117 percent growth in value during 1997
and a number of large companies were moving
to equity placings in 1998. Currently, the Lusaka
Stock exchange has a market capitalisation of about
US$248m.

In the area of taxation, Zambia has reduced excise
duty on diesel from GO percent to 30 percent. Excise
duty on electricity has also been reduced from 7
percent to 5 percent.

Measures to fight poverty in Zambia were initiated soon
after independence. The main focus of these was to
promote rural development. These measures included
among others, credic schemes, rescrtlement schemes
and integraced rural development programmes, but
no substantial change occurred in the rural economy.
In the 1990s, Zambia adopted various measures to
cushion the people from the impact of SABR such
as public welfarc assistance schemes, micro finance
and food for work programmes. Despite these efforts
Zambia has a sustained decline in per capita GDP and
an increase in poverty levels,

COMESA Annad Repore 2001

ZIMBABWE
Macroeconomic Data

Economic Structure

Zimbabwe is a major food producer in the region. It
exports beef, tobacco, sugar and horticultural products
to Europe. Its other main exports are cotton lint,
nickel, asbestos, copper, iron and steel and gold. The
main imports are machinery and transport equipment,
chemicals and related products, mineral fuels and
manufactured articles

The structure of the Zimbabwean ecconomy is
characterised by dualism in its markets, production
and consumption structure. It counterpoises a few
large enterprises with a high foreign ownership in
various sectors, against a large informal sector and
peasant economy. The peasant economy occupies
over 65 percent of the population in sub-commercial
acrivities. The commercial and industrial sectors are
relatively modern and capital intensive with established
enterprises operating in the fields of agriculture,
mining, commerce (services} and manufacturing. The
GDP structure conceals the bulk of peasant-manned
informal sector of production because it is based
mostly on formal sector outputs.

The performance of Zimbabwe's economy is heavily
influenced by the agricultural sector, which form the
bulk of GDP. Agriculture employs 70 percent of the
labor force in Zimbabwe and supplies 40 percent of
the exports. The strong backward and forward linkages
that exisc berween agriculture and other productive
activities and commercial services have contributed in
the past to the positive performance of the economy.

Tobacco contributes 6 percent of GDP and one third
of the country's export earnings. Other export carners
include, fruits, Howers and seasonal vegetables.
Recent  developments however  show  mixed
performance in the sector. In 2000 cotcon deliveries
increased by 30 percent whilst deliveries of maize,
wheat and soya beans decreased by 12 percent, 85
percent and 87 percent respectively compared o
1999.

Zimbabwe has one of the most sophisticated and
diversified manufacturing industries on the continent
comprising of food, beverages, tobacco processing,
textile, metals and non metallic products.
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(In millions of US Dollars, unless otherwise indicated}

1991 1992 1993 1994 1995 199 1997 1998 1999 2000
Growth rate 55| -9.0 1.1 7.1 -0.6 8.7 317|925 02| 55
Per capita GDP 9i8| 810| 790| 819] 787 828 832| 827 801 737
Per US § Exchange Rate 34| 5l 6.5 8.2 8.7 9.9 11.8| 214 383| 433
Infiation 233 421 276 222| 226 214 188 323 57.8| 559
Gross investment 19.1] 202| 228| 235( 194 233 19.4] 17.1 10
Gross national savings 12.7 787, 18 22 17 18 8 12 12.3
Trade balance 85| -251 98 169 89 249 =230 -95 249 | 276
Exports, f.0.b. 1785 (1,530 1,610 1,947 | 2,216 | 2,469 2,424 | 1925 1924 1801
Imports, f.0.b. -1,700]-1,781|-1512 | -1,778 |-2,128 | -2,247 | -2,654 -2,020( -1675}-1525
Current account balance
Direct Investment 3 15 32 30 98 35 107| 436 50 16
In months of imports 1.7] 3.1 2.5 28 37 29 0.9 1 1.5 1.2
Total External Debt 1860.4]2620.6(2674.3|3472.0|3636.0 | 3694.0 | 3647.0 |3645.0| 3720

Saurce: IMF statistical annex; and Central Statistical Office

* Estimates

Since the establishment of export processing zones,
the share of manufacturing in merchandise exports
has grown.

however been a marked decline in
the industry as a result of the instability in the
country. From January to March 2001 the volume
of manufacturing output decreased by 9.25 percent
when compared to the same period in 2000, The
beverage and tobacco industries recorded the highest
decrease in production. During the first seven months
of 2000, manufacturing fell by 11 percent for the
same period during the previous year.

There has

Mining makes a vital contribution to Zimbabwe's
economy as a producer of a wide variety of
minerals. A few large groups comprising well-known
multinationals produce the bulk of the minerals. In
addition there are approximately 1000 mines (mainly
gold), worked by small companies, syndicares and
individuals.

Gold contributes abour half of the value of annual
mineral production While nickel, asbestos, coke, black
granite, diamonds, graphite and emeralds constitute
the other half of mineral production and exports.

Developments in the industry show thar mineral
production decreased by 8.1 percent from January
2000 when compared to the same period in 1999.
Copper and Nickel recorded the largest decreases in
output of 88.7 percent and 37.8 percent respectively.
Production of ashestos on the other hand, increased

by 72.9 percent.
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Zimbabwe's services sector is well developed and has
potential. Zimbabwe has a very sophisticated transport
system, especially the road freight industry. Tourism
also has a lot of powntial, contributing 5 percent
to GDP The tourism sector has earned the country
the title of best cco-tourism destination in Africa.
Zimbabwe's financial sector is well diversified and
offers a wide range of specialised services.

Recent macroeconomic developments

Macroeconomic volatility has been primarily due o
lack of synchronisation between fiscal and monetary
policies. In 1999 GDI' grew ar -0.2 percent
deteriorating further at -5.5 percent in 2000. Inicially
the main factor behind the slow down was the
overvalued exchange rate, which caused foreign
exchange and import shortages and made many
producers unable to recoup their production costs in
domestic currency terms.

In addition, real GDP was flat in 1999, as gains

w
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from farming activities and rourism were
offsct by a 7 percent drop in manufacturing
outpur owing to the gradual erosion of
earlier comperitiveness gains, the crowding
out of the private sector arising deficit, and
shortages of imported inputs stemming form
the depletion of usable foreign exchange
reserves. In addition cyclone Eline aggravated
the problems as a resule of damaged crops
and infrastructure.

The annual rate of inflation was 55.9 percent
in 2000, despire the introduction of informal

50% U5

Sectoral breakdown of GDP

B Agriculture
O Industry
OSenices

price controls on some commodities.
Inflaion was driven by rapid monetary
expansion, currency depreciation, rising

energy and food prices and growing prices due to
currency shortages.

Private investment has been crowded our by high
interest rates due to the aid squeeze that has led the
government to meet its borrowing requirements on
the local money market. The share of total investment
in GDP declined to 4.3 percent in 2000 from 10
percent in 1999,

Zimbabwe's fiscal situation deteriorated dramarically
in 2000 with the budget deficit increasing to 22
percent of GDP from -11.5 percent in 1999. This was
as a resule of shortfall in tax collections sparked by
the downturn in activity and the accumulation of tax
arrears by the state Oil Company NOCZIM, as well
as by sizeable expenditure overruns.

Broad Money growth accelerated at 66.3 percent
in 2000 as a result of rapidly rising domestic
requirement.

Zimbabwes  balance of payments position  has
deteriorated as a result of weakening macroeconomic
policies, confidence problems and distuptions in
farming activities. In 2000 the current account moved
to a dehcit of 2.7 from a surplus of 0.4 percent in
1999. In addition, exports have declined by a quarter
since 1997, constrained by the overvalued exchange
rate. In August 2000, the Reserve Bank of Zimbabwe
announced a 24-step devaluation and introduced a
crawling peg.

Zimbabwe's external debe averaged $6.85 billion in
2000 representing 87.9 percent of GDP The growth
in external debt was as a resule of the accumulation of
external payments of about $600 million.
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Trade Policy

Zimbabwe has enhanced trade liberalisation within
the framework of regional initiatives it subscribes to.
These include COMESA, SADC and RIFFE It ratified
its membership to the WTO in March 1995.

Currendly there are no export tariffs, though the
country still maincains a system of permits and export
monopolies for certain agricultural commodities.

Structural Policies

Zimbabwe had a relatively well-developed financial
secror, and a vibrant stock exchange, which is the
second largest in Africa. Zimbabwe has no HIPC
status; it has no Poverty Reduction Strategy Paper.
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PART H: COMESA ORGANS

A) The Aucthority of Heads of State and
Government:

Except in extra-ordinary circumstances, the Summit
of Heads of State and Government is held once a year.
The Sixth Summit of Heads of State and Government
took place in Cairo Egypt on 24"™ May 2001, 19
COMESA Member States were represented.  The
Summit was held under the theme of “COMESA
FTA: Gateway to investment”, At this Summir,
H E Mohamed Hosni Mubarak, President of The
Arab Republic of Egypt was elected by acclaim
as the Chairman of COMESA Authority. Ethiopia
and Mauritius were elected as Vice Chairman and
Rapporteur respectively.

The Libyan Arab Jamahiria, The Republic of Togo,
The Republic of South Africa and the Republic of
Somalia attended as observers. The Summit urged the
Member States that had not yet joined the FTA to
do so soon, and endorsed the programme leading to
the attainment of the Common External Tariff and
Customs Union by 8" December 2004. The Summit
also endorsed the decisions of the Council of Ministers
on the implementation of a new cross border payment
system and directed that the system be completed
within one year, among other things. The Summic also
appointed Justice A M Akiwimwi as the new President
of the COMESA Court of Justice, and Justice Jean
Mustinzi as a Judge of the Coure.

B) The Council of Ministers:

In the year 2001 Council held two regular meetings.
These were the cleventh and twelfth meetings held in
Cairo Egypt in May 2001 and in Lusaka Zambia in
November 2001.

The eleventh meeting of the Council of Ministers
preceded the Summic of Heads of State and
Government, having discussed the reports of lower
organs, the Inter-governmental Committee, and the
Committee on Administrative and Budgetary Matters,
The Council gave in its report, decisions and
recommendations to the Summit of Heads of State
and Government. The Decisions were endorsed.

The wwelfth meeting of the Council of Ministers took
place in Lusaka Zambia on 30" November 2001.
The meeting was mainly administrative. It received
reports from the COMESA Secretariat on progress in
implementation of COMESA programmes including
the COMESA Free Trade Arca. The Council also
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received status of implementation of different
programmes from the member States, recommended
March 31% 2002 as the deadline under which the
countries that have not joined FTA 1o do so. The
meeting discussed and approved the budget and the
working programmes for the year 2002.

C} Intergovernmental Committee:

This commiittee is an interdisciplinary body chac
is comprised of senior government officials who
are experts in different fields relevant to COMESA
integration process. This committee met twice in 2001
and scrutinised different COMESA programmes and
co-operation. They made recommendations 1o the
Council of Ministers. The later makes decisions and
recommendations to the Authority.

D) Technical Committces:

The Technical Committces comprise of experts
in various fields. They are responsible for various
cconomic sectors, as well as adminiserative and
budgetary macters. The commiteees include the Trade
and Customs Committee, the Committee on Legal
Affairs, the Committee on Agriculture, and the
Commirtee on Transport and Communication, the
Committee on Industry and the Commitiee of High
Commissioners and Ambassadors.

Technical Commitrtees make recommendations on
technical issues to the Council through the Inter-
governmental Committee. The Council either decides
on the issues or submics further recommendarions
to the Authority. Committees can also originate
issues that arise from time to time, however their
deliberations can only become binding when they
are adopted and for decided upon by the Council
of Ministers. In the year under review different
committees met at different times and venues as
indicaced below.

a) The Trade and Customs Committee:

This Committee met twice in the year 2001. Both
meetings took place in Lusaka Zambia. The Committee
discussed the progress in the implementation of the
COMESA Free Trade Area as well as remedial measures
within the framework of the Free Trade Area.  The
meetings also discussed issues related to small scale
cross boarder traders whose small consignments need
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to be facilitated without necessitating the certificate of
origin.

The Namibia and the Swaziland derogation on
COMESA tariff removal programmes was also debated
since the derogation expired within the period under
review.

b) The Committee on Legal Affairs

The Fifth Meeting of the Commitcee on Legal Affairs
was held in Lusaka 25-26 April 2001. Several legal and
institutional issues of importance to the COMESA
integration agenda were discussed. Their recommen-
dations were submitted to the Ministers of Justice and
Attorneys General meeting which took place on 27th
April 2001.6

¢) The Committee on Agriculcure:

In the year 2001, The Committee on Agriculture met
once from 1-3 November 2001. This is the third
meeting since its creation. The committee discussed
Food Security in the region; progress made in the
implementation of the value added fish and fishery
products project; sanitary and phytosanitary issues;
non-trade barriers in agriculture and how to combat
the problems. The Committee gave its report to the
Council of Ministers, which met in November 2001.

d) The Committee on Industry:

The Fifth Meeting of the Committee on Industry was
scheduled to meet in Khartoum Sudan in the second
half of the year 2001.  The meeting however did
to take place due to unforeseen circumstances. It has
been scheduled to take place during the second half of
the year 2002.

¢) The Committee on Transport and
Communication:

The sixth Meeting of the Transport and
Communications Committee mer from 3% o 5%
November 2001 in Lusaka Zambia. The meeting
deliberated on  COMESA CNS/ATM  system
programme, air transport liberalisation, road transport
facilitation, road safety, railway and rail transport,
maritime transport and inland waterways, Inland
water transport, progress made on the establishment
of COMTEL. During this meeting, a five country-
working group on CNS/ATM Systems programme
was proposed. The team shall be comprised of Egypt,
Sudan, Kenya, Madagascar and Zambia. The working
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gtoup was approved by the Council of Ministers
meeting in Lusaka, Zambia in November 200 and has
since started its work.

f) The Committees of Ambassadors and High

Commissioners:

During the last six years, COMESA Commirtees of
Ambassadors have been formed in Africa, Europe, Asia
and America. These include Addis Ababa, Beijing,
Bonn, Brussels, Cairo, Harare, Geneva, Kinshasa,
London, Lusaka, Moscow, Nairobi, New Delhi,
Stockholm, and Tokyo. These Committees comprise
of Ambassadors and Higher Commissioner from
COMESA member States accredited to different

regions.

The Commitices of High Commissioners and
Ambassadors have helped raise worldwide awareness
of COMESA.

g) The Committee of Permanent Representatives

In May 2001, a decision was made that the Committee
of High Commissioners and Ambassadors in Lusaka be
made a “Committee of Permanent Representatives.”

The Committee in Lusaka being physically closer to
the COMESA Secrerariat has been actively involved in
different COMESA Secretariat activities and attended
different functions including Council meetings. The
commirttee was therefore given particular terms of
reference under which 1o work so as to contribute
even more.

E} The COMESA Secretariat

The COMESA Secretariar whose Headquarters is in
Lusaka, Zambia is the technical arm of the Common
Marker. It implements the annual programmes
approved by the Council of Ministers as well as
co-ordinate different projects thac are supported by
co-operating partners, The Secretariat in collaboration
with Member States and different stakeholders,
organised all the COMESA functions that took place
in the year 2001, and performed different duties as per
annual work programme approved by the council’




Part 11l:

COMESA Independent
Institutions

COMESA member States with the facilication of
the COMESA Secrerariat and different co-operating
partners create independent institutions, the most
tecent being the African Trade Insurance Agency
(ATI). These insticutions play a big role in the
integration process. They participate in COMESA
activities and meetings and brief member States on
their progress. Below is progress made in the year
2001 by different institutions,*

A) COMESA CLEARING HOUSE

The COMESA Clearing House was created during the
period when the region had foreign currency control,
although this purpose seemed to have been overtaken
by foreign currency liberalisation in many countries,
economic and structural changes have resulted again
in a shorwage of foreign exchange. The COMESA
Clearing House therefore has been searching for an
alternative payment arrangement thae would suit the
unique environment of economic liberalisation and
acute foreign exchange shortages now prevalenc in the

COMESA region. This has yet to be achieved.

In the year 2000 the Clearing House was rtasked
with the creation of an organisation that would build
investor confidence through a polirtical risk insurance
cover. This led to the creation of The African Trade
Insurance Agency (ATI) that was launched in the year
2001.

At the meeting of Committee of Central Bank Gov-
ernors on 23rd and 24™ April 2001, in Kampala,
Uganda, the Clearing House was tasked to undertake
the following two programmes in the year 2001:

® The Regional Payment and Sextlement System
(REPPS);

® The African Commerce Exchange

B) AFRICAN TRADE INSURANCE AGENCY
(ATY)

The Year 2001 saw another financial institution added
to the COMESA promoted independent institutions.
ATl was officially launched in Kampala on 20" August
2001, with an objective of creating investor confidence
through a political risk cover. It was promored with
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the assistance of the World Bank. The initial group of
participating countries are Burundi, Malawi, Rwanda,
Kenya, Tanzania, Uganda, and Zambia.

ATl is a Pan African institution governed by the
Agreement establishing the African Trade Insurance
Agency and the depository of the agreement being the
organisation of African Unity ( OAU). The objective
and purpose of the Agency are to facilitare, encourage,
and develop the provision of, or the support for,
insurance, including coinsurance and reinsurance,
guarantees, and other fnancial inscruments and
services, for purposes of trade, investments and other
productive activities in Africa in supplement to those
which may be offered by the private sector, or in
co-operation with the private sector. A number of
African States have indicated willingness to join the
Agency.

The promotion of the Agency was brought about by
the realisarion that political risk cover from commercial
sources or export credit agencies is not available at
all for some COMESA countries, and where cover is
available it is usually very costly and on unfavourable
terms. Available cover is cither very thin or non-
existent for transactions over the medium term,

thereby restricting the import of essential capital goods
into COMESA countries.

ATI has full juridical personality and is a legally
constituted body corporate. It is endowed with the
legal capacity of a corporation. Even though the
ATT’s constituent instrument is an Agreement berween
sovereign states, its character was modelled as a private
corporation incorporated or organised under the laws
of a state. Legal and Natural Persons can take out
judicial or administrative proceedings against ATI.

ATI is autonomous. It enjoys administrative and
financial independence. The Agreement establishing
ATI provides that ATI will be independent from
political control from its members. ATI’s operations
are based on commercial considerations.

In The Year 2002 and beyond, ATI will cooperate
with private risk insurers so as to provide insurance
products that are tailored to the needs of the marker.
ATTs target market will include foreign (non-African)
firms selling goods and/or services in participating
African countries, foreign banks/financial institurions
financing exports to participating African countries,
and African companies from participating countries
exporting goods and/or services to other participating
African countries or foreign (non-African) countries.
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C) THE REGIONAL PAYMENT AND
SETTLEMENT SYSTEM

This payment and settlement system which is open
to all countries of Eastern and Southern Africa irre-
spective whether they belong to COMESA, SADC or
EAC is viewed as the bedrock for achieving and insti-
tutionalizing the COMESA Free Trade Area, leading
to the next stage of a Common External Tariff and
eventually to the adoption of a common currency. It
is envisaged that the system will make payments for
imports and exports within the region much easier
and faster.

Box 2 Project Plan

| Between July to October 2001, work on the Proj-
ect Plan incorporating the business requirements

- and the business case for the Regional Payment and .

| Settlement system (REPSS) was carried out. This |

| included holding interviews and discussions with |
international, regional and local commercial banks,

| the central banks, and the business communities in

| 14 COMESA and SADC countries with a view to
ascertaining their business requirements. This exer-

| cise resulted in che report entitled “Project Plan
for the Regional Payment and Settlement System
— REPSS” incorporaring the business requirements
and the business case for REPSS. This report was
considered by the second meeting of the commit-
tee of international payments experts from Central
banks, which met in Harare on 29, and 30 Octo-
ber 2001. The recommendations and the revised
Action Plan of the Committee of International Pay-
ment Experts were then submitted to the Steering
Committee and the Bureau of the Committee of
Central Bank Governors, which met also in Harare
on 12* and 13" November 2001, respectively. The
Bureau also accepred the offer of the Bank of Mau-
ritius to extend its Real Time Gross Setclement
(RTGS) system to accommodate REPSS. This offer
entails the Bank of Mauritius availing for use che
system of its Automated Clearing and Sertlement
System. Work shall continue in the year 2002 so
that the cross border payment system becomes a
reality in the near future.

Although this project was promoted by The
Common Market for Eastern and Southern Africa
(COMESA), all African countries are eligible to
participate in the project. The objective of che
project is ro increase the number of participating
countries over time and cover most of the continent
in due course.
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D) THE AFRICAN COMMERCE EXCHANGE

The African Commerce Exchange (ACE) was launched
during the Summit of Heads of States, in May 2000
in Mauritius with che aim of providing a SWIFT Ser-
vice Bureau (SB) to small and medium sized banks on
a shared cost basis and an electronic communicarion
Bureau (ECB) service, aimed at utilising the existing
networks of various users using various protocols.

The year 2001 saw the successful implementation of
ACE services at Akiba Bank in Nairobi, Kenya. The
Middle East Bank Kenya and Prime Bank, went live
in September 2001, as did Chase Bank (Kenya) in
December 2001. Five other banks in Kenya began
preparations for the March 2002 cut over through
ACE. These are the African Banking Corporation,
Charterhouse Bank, Dubai Bank, Imperial bank and
the Trans-National Bank. A further nine Kenyan
Banks also began the process of completing documen-
tation and plan for a June 2002 cur over. Further-
more, in a circular o its members the Kenya Bankers
Association indicated thar all banks in Kenya would
be required to be on SWIFT by March 2002 (which
has now been extended to June 2002) and that ACE
provided an affordable entry to the swift network. In
Botswana, Investec Bank successfully went live in June
2001.

The Managing Director of Exim Bank of Tanzania
visited the operational site of ACE during August
2001 and completed the necessary documentation
shordy afterwards. As a result of this, Exim Bank of
Tanzania is scheduled for a March 2002 cur over.

In the year 2001, ACE representatives made a visit
to Kampala to promote its SWIFT Bureau service to
the Bank of Baroda (U) Limited, Cairo International
Bank, Tropical African Bank and Orient bank. In
addition to meeting with the above non-swift banks,
a presentation was made to the Managing Director of
Barclays and Chairman of the Uganda Bankers Asso-
ciation.

E) COMESA BANKERS’ ASSOCIATION

The COMESA Bankers' Association aims to act as a
forum for the exchange of information on banking
practices in the sub-region and for the discussion
of common problems. Its other objectives include:
enhancing the promotion and strengthening of links
berween banks in the sub-region and therefore ensur-
ing correspondent relationships network; facilitating
training in the field of banking through seminars and
courses; and fghting against banking fraud with a

50




view of strengthening public confidence in the bank-
ing systefm.

In the year 2001, the Association had a membership
of five national Bankers Associations and one National
Commercial Bank. In the same year, the association
embarked on 2 recruitment drive by producing a
marketing strategy and conducting road shows and
national sales launches, to expand its membership
base to include individual banks and financial insti-
tutions, where the national bankers association is not
currently a member of the COMESA Bankers’ Asso-
ciation or does not want to be a member.

In the area of training, a total of nine seminars were
held for the regional Bankers on the following issues:
payment -systems; trade finance, financial markets,
bank fraud prevention, assets and liabilities manage-
ment, treasury management, information technology
for banking, credit risk management, strategic plan-
ning and performance management.

The COMESA Bankers' Association concluded an
extensive survey of other banking associations in order
to judge the progress that the association is making.
Following this survey, the association made adjust-
ments to its work programme in a number of areas
including its website, online newsletters, job post-
ings, research tools and consumer related information.
The association also conducted a similar survey of var-
ious regional and international training centres, which
would provide services to members' employees.

F) COMESA COURT OF JUSTICE

In the year 2001, progress was made in finding a per-
manent seat for the COMESA Court of Justice, which
is temporarily based ac the COMESA Secretariat. A
COMESA mission consisting of the Lord President of
the Court, The Registrar of the Court and the Direc-
tor of Legal and Institutional Affairs of the COMESA
Secretariat inspected the host facilities offered by the
governments of Djibouti, Kenya, Malawi and Sudan
in an effort to determine the permanent seat of the
court. Following these visits the COMESA mission
submitced a draft of its report in respect of each host-
ing member state to that member state for its com-
ments. The final decision as to which country shall
host the seat of the court is expected to be made by the
Authority of Heads of State and Government at their
May 2002 Summit to be held in Addis Abba Ethio-

pia.
The Authority of Heads of state and governmenc ar its
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meeting held on 22*! and 23" May at Cairo appointed
the Righe Honourable Lord Justice A M Akiwimwi
of Kenya as the Lord President of the Court and the
Right Honourable Lord Justice ] Mutsinti of Rwanda
as the Lord Justice of the Court. Other Members of
the COMESA Court of Justice are:

Lord Justice Adrien Nyankiye, Burundi ; Lord Justice
Barnabas Kalaile, Malawi; Lord Justice Ernest L.
Sakala, Judge, Zambia; Lord Justice James Munange
Ogoola, Uganda; Lord Justice. Justice K. R Andoh
Korszh , Zimbabwe

The Year 2001 was a particularly busy one for the
COMESA Courc of Justice. The Court registered
four references, one application for revision and seven
interlocutory applications. Seven interlocutory appli-
cations wete heard by the Court on 20" to 28" March
2001 and one on 15" to 22™ October 2001 respec-
tively. All judgements were delivered. One reference
was adjourncd sine die due pursuant to one of the
seven interlocutory applications.

Due to financial constraines, three References and
two Preliminary Applications were adjourned 1o the
next season in 2002, More and more References are
expected to be received by the Courr in furure as
potential litigants become more familiar with itand as
the COMESA Frec Trade Area gathers momentum.

G} COMTEL

COMTEL, is intended to create a regional terrestrial
telecommunications interconnectivity. Its shareholding
consists of National Telecoms Operators (NTOs), a
Strategic Equity Partner, (SEP) and Public Shareholders
(PS). The shareholding ratio for the NTOs, SEP and
PSs are 25:35:45 respectively.

In the year, 2001 a number of important developments
took place. Notable among them were:

i) Meetings of the Interim Board of COMTEL
Investment Company Limited; and
ii) Meetings of the Steering Committee

The meeting of the Interim Board endorsed the
conclusions of the Negotiations Team. An Interim
Chief Executive and an Interim Company Secretary
were appointed from the Secretariat.  After the due
diligence the SEP estimates the project cost at US$
215 million.

The African Development Bank has expressed interest
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te finance the project through its private sector
window. The European Investment Bank has also
expressed interest in financing the project.

H) Leather and Leather Products Institute (LLPI)

The mission of the Leather and Leather Products
Insticure (LLPI), which is based in Addis Ababa,
is to contribute to the transformation, productivity,
competitiveness, sustainability and integration of the
COMESA leather and leather products manufaceur-
ing sector by operating as a technical institution and
centre of excellence in leather processing and manu-
facturing technology.

During the year 2001, The Institute helped a number
of firms and entrepreneurs with the preparation of
pre-feasibilicy, feasibility, technical and financial stud-
ies and plans for investment purposes. These studies
were submitted to PTA Bank, National Development
Bank and Common Fund for Commodities (CFC).
The PTA Bank approved one of the leather projects
submitted through LLP! for financing to the tune of
US$3 million. In addition, with financing from the
World Bank, a feasibility study was completed for the
establishment of a tannery in Swaziland.

Also in the same year Dr Geremew Debelie was
appointed new director LLPI. This in accordance o
the COMESA (LLPI) establishmence Charter, which
stipulates that the director of the Institute can serve
for only two four year term. The previous director
completed the stipulated two terms on 1* Ocrober
2001

I) The Eastern and Southern Africa Trade and
Development Bank (The PTA Bank)

The Eastern and Southern African Trade and
Development Bank (the PTA Bank) was established
as a financial intermediary in 1985 pursuant to
the provisions of the Treaty (1981) establishing the
Preferential Trade Area for the Eastern and Southern
African States (PTA), which was later, transforimed
o COMESA. It has a membership comprising of
seventeen countries. These are: Burundi, Comoros,
Djibouti, Egype, Eritrea, Ethiopia, Kenya, Malawi,
Mauritius, The Peoples Republic of China, Rwanda,
Somalia, Sudan, Tanzania, Uganda, Zambia and
Zimbabwe. It also has one institutional investor, the
African Development Bank (ADB). The Eascern and
Southern Africa Trade and Development Bank (PTA
Bank) aims at accelerating the integration of rrade
practices, industrialization programmes and overall
economic development efforts of the region by pro-
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viding finance and technical assistance in areas and
investment ventures with pesitive cross-border and
regional impact. These financing activities are car-
ried out through two windows: Project Finance and
Trade Finance. Through the rwo windows, the Bank
intervenes using direct loans, equity financing, lease
financing and other off balance sheet instruments,
Direct lending constitutes the largest make of inter-
vention. In exceprional circumstances, however, the
Bank may intervene by way of equity financing.

The Bank’s cumulative project approvals stood at
COMESA Deollars (CMD) 181.9 million, as ar 31*
December 2000, in support of 122 project loans and
7 equity investments. During 2001, the number of
approvals increased by eight (8) projects bringing the
cumulative total to 130 project loans amounting ro
CMD 209.3 million.

The sectional breakdown of approvals shows that the
agri-business sector was leading with CMD 63.44
million (30 percent) followed by manufacturing sector
at CMD 54.04 million (or 26 percent) infrastructure
with CMD 32.409 million (or 15 percent); other with
CMD 23.60 million or 11 percent and mining with
CMD 106. Million (or 5 percent).

By the third quarter of 2001, the Bank’s cumulacive
loan commitments (ner of cancellations) stood at
CMD 156.9 million, compared to CMD 130.0 mil-
lion in December 2000.

The Bank's trade financing activities are focused on
facilitating business activities in the member states and
particularly to assist in the diversification of exports,
The sectors that have continued to be active and have
received more attention are agriculture and cnergy.

Total cumulative trade finance activities as at 30 Sep-
tember 2001 were CMD 795 million compared to
CMD 748 million at the end of 2000, This repre-
sents an increase of 10 percent on 2000. The transac-
tions channeled through commercial banks amounted
to CMD 25.3 million up to September 2001,

In terms of financial performance, for the year ended
31 December 2000, income from the Bank's opera-
tions amounted to CMD 8.71 million, a decrease of
16 percent on CMD 10.27 million earned in 1999,
The decrease was mainly because of increased bot-
rowing costs resulting from higher interest rates on
short-term dollar loans. Interest income amounted to
CMD 10.79 million down from CMD 11.05 million
in 1999.
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Overall, the Bank made a modest profit of CMD
0.741 million in 2000 compared to a loss of CMD
16.016 million in 1999.

In respect to implementation of regional projects,
the Bank has continued to play its role as the
financial adviser on COMTEL and COMESA NET.
COMTEL is a privately owned regional terrestrial
telecommunications network linking national tele-
communications operators (NTOs) in the COMESA
region, while COMESA NET is a privately owned
telecommunications data network linking financial
institutions in the region.

In the year under review the bank began a compre-
hensive restructuring programme whose key objective
is to enhance its corporate governance and reposition-
ing itself appropriatcly in the market.

J) PTA Reinsurance Company (ZEP-RE)

By end of December 2001, The PTA Reinsurance
Company {ZEP-RE) was underwriting business in
twenty-nine countries. Those in the COMESA region
are: Angola, Burundi, Comoros, Democratic Repub-
lic of Congo, Dijibouti, Eritrea, Ethiopia, Madagas-
car, Malawi, Mauritius, Rwanda, Seychelles, Sudan,
Swaziland, Kenya, Uganda, Zambia and Zimbabwe.
The non-COMESA countries are: Algeria, Ghana,
Morocco, Mozambique, Nigeria, Turkey, Pakistan,
Sencgal, Tanzania, Togo and Tunisia.

There has been a steady growth in the recent years.
The gross premium income of CMD 10,579,914 was,
for instance, recorded in 2000 compared 1o CMD
8,999,906 in 1999. This resulted in a profit of
CMD 499,249 being recorded. Following this profir,
the company declared a dividend of CMD 200,000,
which has been paid to all shareholders.

The paid up share capital has increased from CMD
7,154,155 to stand at CMD?7,897,051, Addirional
shares were acquired by the Governments of Kenya,
Rwanda and Zambia and the Eastern and Southern
African Development Bank, PTA Bank. Burundi
Insurance Corporation joined the membership of the
Company on 2" August 2001. In the same period
the first ZEP-RE regional office was opened in Khar-
tourn, Sudan, following the signing of the Hosting
Agreement by the Government of Sudan. With the
opening of the office, an underwriter was recruited to
manage the affairs of the Regional Ofhce.
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Part 1V: Status of Economic
Integration in COMESA

A) The COMESA Free Trade Area

After the landmark launch of the COMESA Free
Trade Arca on 31 October 2000, with Dijiboud,
Egypt, Kenya, Madagascar, Malawi, Mauritius, Sudan,
Zambia and Zimbabwe trading among themselves on
a zero taniff basis on COMESA originating goods,
an assessment reveals thar it has had significant
impact on trading operations and business culture in
the FTA participating countries. The introduction
of the FTA has not only raised consciousness
regarding competitiveness but has helped to promote
transparency with regard ro production costs in
the region. This will help the COMESA business
community o focus on issues like competitivencss
and efficiency.

The FTA has also ushered in a new era in cross
border trade with significant increase of this crafhe.
The major bencficiaries of the Free Trade Area
remain the consumers and citizens of the region
with new products, betcer quality and their increased
availabilicy.

In the year under review, progress was made by a
number of states towards joining the FTA. Seychelles
prepared the legislation on the zero tariff regime,
while studics were carried out on the implications of
the FTA on their cconomies by Burundi, Ethiopia,
Rwanda, Namibia and Swaziland.

Meanwhile the Democratic Republic of Congo
published the legislation on 70 percent wariff reduction,
which was submitted to the Secretariat. At the request
of DR Congo the Secretariat sent a mission to the
country to discuss loss of revenue with the Ministry of
Finance and re-assure the authorities on her adhesion
to the FTA. Rwanda is to move from GO percent
reduction to 80 percen tariff reduction effective from
January 2002 and 100 percent reducrion in 2003
when she will effectively join the Free Trade Area
and ready to join the Common External Tariff. The
COMESA Trenty comprises the following as well:

i) Trade Remedy Measures

The COMESA Treaty provides for trade remedies
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and safeguards that member States can invoke in
the event they experience difficulties arising from
the implementation of the COMESA integration
arrangements.  Trade Remedy measures provide
temporary protection to allow affected industries to
restructure themselves and 1o prepare themselves for
the increased competition they will have to face from
the reduction in tariffs and from the removal of ather
barriers to trade,

Trade Remedy Regulations have now been elaborated
and adopted by the Twelfth Council of Ministers
for the invocation of the safeguard and remedial
measures. These Regulations define the safeguard,
anti-dumping, subsidies and countervailing measures
as well as che conducr of trade remedy regulation.

The Regulacions also provide for settlement of disputes
arising from their application.

i) Elimination of Non Tariff’ Barriers, other
obstacles and restrictions to intra-COMESA Trade

A schedule for the implementation of measures for the
relaxation and elimination of non-tariff barriers and
other obstacles and restrictions to inera-COMESA
trade was adopted in the year under review.

#)  Rules of Origin

After the successful work accomplished in the year
2000 regarding facilitation measures for small scale
traders and the standardization and harmonisation of
the issuance of the COMESA Certificate of Origin,
2001 saw the focus on the definitions of workings
and processes leading to a change in cariff heading
and exclusion from chis principle for the application
of 2.1.b (i) of the Protocol on Rules of Origin
for praducts to be traded between member States of
COMESA.

Tribute must be paid o the World Customs
Organisation for the technical assistance provided
to COMESA in the elaboration of definitions and

processes,

Specifications related to the paper and prine of the
COMESA Certificate of Origin have been made to
prevent falsificacion by chemical or mechanised means.
Training Workshops were underraken in Sudan and
Zimbabwe and assistance was provided to member
States to resolve origin disputes.
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iv) WTO Negotiations

In compliance with decisions of the Eleventh Meeting
of the Council of Ministers, a meeting of Trade
Ministers from Eastern and Southern Africa was held
in Cairo in July 2001 to draft 2 common position on
the Fourth WTO Ministerial Conference, which was
held in Doha, Qatar in November 2001.

B) COMESA Compensation and Infrastracture
Fund (COMESA Fund)

In order to consolidate the COMESA Free Trade
Arca, a Compensation and Infrastructure Fund has
been proposed. In the year 2001, progress was made
towards the setting up of this special fund for
co-operation, compensation and development. This
COMESA Fund aims at assisting countries to address
structural imbalances in their economies and the lack
of infrastructure. The COMESA Fund is to comprise
of the Base Fund, which will hold contributions from
participating member states of COMESA, and the
General Fund, which will hold contributions from
donor agencies and other financing agencies and will
be the fund, which is leveraged by the Base Fund.

The establishment of a2 COMESA Fund and the
modalitics for creating the Fund were discussed at
the COMESA Ministers of Finance Meeting on
27" August 2001 in Nairobi, Kenya, where it was
agreed char the COMESA Secrerariar would prepare
a discussion paper to be sent out 10 member stages
and co-operating partners, which would form the
basis for the deliberations of the COMESA Fund
Committee. The COMESA Fund Commitree met on
23rd October 2001 in Lusaka and put forward their
recommendations which were discussed ar the Policy
Organs meetings in November/December 2001 and a
task force to study the derails was set up. The Fund is
likely to become a reality in the year 2002.

C) Regional Harmonisation of Customs and
Trade Statistics System Project (RHCTSS).

Objectives

The objecrives of the ASYCUDA/EUROTRACE
programme under the RHCTSS Project are as
follows:

Capacity building of national and regional experts
and technical support to COMESA member States;
sustatnability of the existing ASYCUDA systems in
member Staces; upgrading the technical facilities of
the ASYCUDA system ar the Regional Centre and
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giving technical advise to member States considering
migration to ASYCUDA++

The ASYCUDA/EUROTRACE programme is an
important component of the overall regional
integration programme of COMESA. ASYCUDA
(Automated System for Customs Dara and
Management), is designed to make the customs process
more cfficient, promote trade through reducing the
time taken to clear goods (thus saving importers and
exporters money), and reducing non-tariff barriers to
trade. The ASYCUDA programme also has a strong
positive effect on revenue generation by making the
tariff collection procedure more effcient. This, in
turn, allows national governments to streamline tariffs
and reduce tariff rates without having an adverse effect
on revenue collected.

The Automated System for Customs data and
Management (ASYCUDA) is a computerised customs
management system developed by UNCTAD to cover
foreign trade procedures. The ASYCUDA software is
provided free of charge to member States through the
regional centre. The system is currently being used on
over seventy countries worldwide.

Over the past seven years, the COMESA Regional
Centre, UNCTAD and member States together
implemented the ASYCUDA system in a number of
customs sites in most of the 13 member States that
decided to adopt the ASYCUDA system.

The ASYCUDA system is widely implemented on
Local Area Networks (LANS) at the local Customs
posts, border posts and airports, to enable multiple
Customs functions to be run at the same time
by different Customs officials within the Customs
premises.

The main objective of the ASYCUDA programme
under the project is trade facilitation through
the automation of data collection mechanisms,
computerisation of customs departments and
declarations and capacity building to ensure
sustainability of che system. The project also provides
technical assistance to member Scates.

The two systems, working in harmony together, are
therefore considered to be an extremely important
component of COMESA’ regional integration
programme. The focus of phase [T of ASYCU DA/Euro
Trace programme (titled “Regional Harmonisation
of Customs and Trade Statistics Systems”), which
became operational on 1* December 1999, is on
the harmonising and improving of national customs
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practices; strengthening the capacity at the national
and regional levels for producing high quality trade
statistics; improving the links between the customs
departments and the National Statistical Offices; and
establishing a regional trade information system.

| Box3

| Status of the ASYCUDA Project in Member |

| States as at December 2001

| The Project, which was launched in 2000, achieved '

| significant progress in 2001 in all components of |
the Project.

| Negotiations have reached an advanced stage
| on the Common Tariff Nomenclatre. Work

Customs Code for the operation of the Customs
| Union.

| National Working Groups on the Customs Union
have been established in member States

| Service Level Agreements have been signed in
many countries berween Customs Administration
and Statistics Offices to improve the compilation
| of external trade dara.

The ASYCUDA and EUROTRACE system has been
implemented in the following 13 COMESA member
States namely, Burundi, Comoros, D. R. Congo,
Ethiopia, Madagascar, Malawi, Namibia, Rwanda,
Sudan, Tanzania, Uganda, Zambia and Zimbabwe. All
these countries run ASYCUDA version 2.7 under the
UNIX operation system except two countrics which
run ASYCUDA under the Twin server operating
system.

ASYCUDA implementation projects are in progress in
four other COMESA member States namely: Djibouti,
Eritrea, Seychelles and Swaziland, as well as two non-
COMESA States: Lesotho, and Boeswana. All back
up for software and upgrades are managed from the
Regional Centre with assistance from UNCTAD. Once
this installation is complete 17 out of 20 COMESA
Member States will be using the ASYCUDA system.
This is particularly significanc as we head the COMESA
Common External Tariff (CET).

For all new implemeneations, ASYCUDA ++ will be
installed, as ASYCUDA version 2.7 will gradually be
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phased out by 2004,
The Future of ASYCUDA

With the technological advances taking place in the
computer industry, UNCTAD decided to upgrade
ASYCUDA 2.7 to ASYCUDA ++, which has more
functions and is more user friendly. ASYCUDA ++
uses Oracle, Linux, UNIX and RDBMS which is
a relational database management system for more
efficient processing of customs declarations.

InThe year 2001, Zimbabwe became the first country
in Africa to migrate to ASYCUDA ++. The second
country to migrate to ASYCUDA ++ was Zambia and
its first operational site was ar Lusaka airport on 11%
December 2001. Zambia's migration project is unique
in thac the implementation of ASYCUDA ++ is on
a Wide Area Network, which makes it realise more
benefits than a country, which is not. Most COMESA
member States that are presently using ASYCUDA
2.7 are expected ro migrate to ASYCUDA ++ in the
coming year. These countries are Uganda, Namibia,
Rwanda, Sudan, Ethiopia and Malawi.

ASYCUDA ++ addresses most of the problems being
encountered in ASYCUDA version 2.7. ASYCUDA
++ also has facilities such as DTI (Direct Trader Inpur)
which will allow traders to key in declaration entries,
EDI (Electronic Data Interchange) and language
utilities. It also has better functionalities such as the
‘Transit and Warchousing modules.

EDI, is the merging of computer technology with
communications technology thus providing an
opportunity to spced up the international trade
transaction and to eliminate some of the paperwork
thar accompanies the movement of goods.

In order to prepare the Member States for chis
Migration, An Advanced Eurotrace and Calculation
of Trade Indices Workshop was conducted in English
from 10-21 December, 2001, The training was under-
taken by 30 Statisticians from 14 member states and
two non COMESA States that are beneficiaries of
the system. The countries that attended were Angola,
Egypt, Ethiopia, Kenya, Lesotho, Malawi, Mozam-
bique, Namibia, Sudan, Swaziland, Tanzania, Uganda,
Zambia and Zimbabwe, A similar workshop is sched-
uled to be conducted for French speakers in Feb/
March 2002.

D) Monetary and Fiscal Policy Harmonisation

The primary objectives of the COMESA Monerary

Harmonization Programme are to create a common
area of monetary stability, which will facilitate eco-
nomic integration and economic growth. This will
culminate in the creation of a monerary union by the
year 2025, which involves complete harmonization of
economic, fiscal and monetary policies of the member
states; single currency; full integration of the financial
structures of the member states; pooling of the foreign
exchange reserves and the establishment of a common
monetary authority,

At a meeting of the Committee of Central Bank
Governors and technical experts, on 23rd and 24
April 2001, in Kampala, Uganda, the COMESA
Clearing House was tasked with a project on creating
a Regional Payment and Settlement System (REPPS);
2001 taking into account that markets have been
liberalised yer the costs of transacting business through
foreign currencies has remained costly and time has
been 2 non trade barrier when the liberalisation of
currencies was supposed to do the reverse,

It was also agreed thar the liberalisation of both the

current and capital account should be pursued in
order to facilirate intra-COMESA trade.

It was further agreed thar the stage leading up 1o
the implementation of a monetary union, should be
reassessed and recommendations made with regard to
advancing the period for the implementation of the
Monerary Harmonisation Programme.

E-Commerce

Recognising the potential that e-commerce offers
for business in the region, in the year 2001
COMESA began working on developing a strategy
for e-commerce. In this regard in April 2001 the
COMESA Secretariat organised a workshop, hosted
by the Seychelles International Business Authority,
which had the aim of assisting COMESA to define its
role in e-commerce and to identify areas on which to
concentrate its future efforts.

TRANSPORT AND COMMUNICATIONS
A) Air Transport

Air transport liberalisation remains an important
component of COMESA’ regional integration process.
In the year under review, COMESA continued o
encourage member States to fully implement the
liberalised air transport regime.

The preparation of competition rules in the industry
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was initiated and is scheduled to be completed by
the middle of 2002. The members of the permanent
Air Transport Regulatory Board were submitted by
member Startes.

On the goal of establishment and management of a
common air space, a Working Group was established
by Council to undertake various tasks leading to this
goal. The working group has already commenced its
work.

B) Transit Traffic Facilitation

Work on transit transport facilicarion continued
with sensitisation on the COMESA facilitation
instruments being disseminated to stakeholders. The
implementation of axle load limits and overload
control, harmonised road transit charges were given
particular importance.

In the year 2001, a study on a comparative costs
for various corridors in COMESA and SADC was
undertaken through funding from USAID/REDSO.
The final report of the study has already been
submitted and will be made available to stakeholders
in 2002,

The following are some elements in the Transport and
Communication Sector:

(i)  Advance Cargo Information Systent (ACIS)

In the year 2001, The Advance Cargo Information
System (ACIS) came to a close with Rail Tracker
Module commissioned in five railway networks
namely Kenya Railways, Tanzania Railways. TAZARA,
Uganda Railways and Zambia Railways. The Harbour
Master Module of Port Tracker is now operational at
Dar Es Salaam and Mombassa ports. Work is going
on in the preparation of a successor project to ACIS.

(if) The Yellow Card Scheme

The Third Party Motor Vehicle Insurance Scheme,
commonly known as the Yellow Card Scheme,
achieved significant progress in the year 2001. The
number of inter-state motorists using the Yellow Card,
premium income earned by insurance companies issu-
ing the card and claims compensation paid to road
accident victims increased significancly during the
period under review. The Yellow Card Reinsurance
Pool mechanism established to enhance the efficiency
of the scheme registered a profit in its 2000 operations
and the net assets of the Pool had reached 1.1 million
US$ at the end of 2001.
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COMESA and SADC have formed a Task Team wich
the view to interfacing the Yellow Card Scheme with
the Fuel Levy System.

A programme for the integration of the Insurance Ser-
vices in the COMESA region to establish a single
region insurance market was adopted the 12th meet-
ing of the Council of Ministers.

C) Telecommunications Regulatory
Harmonisation Programme

In the period under review USAID funding enabled
a baseline study to be completed on the status of the
Telecoms Regulatory Harmonisation framework. The
study on the harmonisation of the telecommunications
framework was completed. A workshop for member
States was held in Djibouti. Funding for Phase II was
made available and implementation will be undertake
starting with 2002,

D) Regional Customs Bond Guarantee {(RCBG)
Scheme

Progress was made in developing the modalities for
the implementation of the Regional Customs Bond
Guarantce (RCBG). The Working Group on the
Regional Customs Bond Guarantee (RCBG) Scheme
has prepared the documents for the implementation
of the RCBG. Stakeholders workshops are planned
for 2002 to build consensus for the implementation
of the Scheme before the end of 2002, The second
meeting of the working group on the RCBG Scheme
was held from 29 tw 30 March 2002 in Harare,
Zimbabwe.

LEGAL AND INSTITUTIONAL AFFAIRS

A) Meeting of ministers of Justice and Attorney
Generals:

‘The Ministers of Justice and Attorneys-General held
their Fifth Meeting in Lusaka, Zambia on 27 April
2001. Their meeting was preceded by that of the
Fifth Meeting of the Committee on Legal Affairs held
at the same venue on 25-26 April 2001.

The Ministers of Justice and Attorneys-General con-
sidered several legal and institutional issues of impor-
tance to the COMESA integration agenda. These
included:

i} The COMESA Protocol - on the Free Movement
of Persons, Labour, the Right of Establishment and
Residence
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i) Consideration of the Draft Rules for the Admis-
sion of Members, Associate Members and Observers

iii) Consideration of the Draft Regulations for the
Establishment, Functions and Operations of the
COMESA Air Transport Regulatory Board

iv) Report on Nomination of one Judge to the
COMESA Court of Justice

The Ministers reviewed and adopted a final text of the
Protocol on che Free Movement of Persons, Services,
Labour, the Right of Establishment and Residence.
The final cext was submitted to the Sixth Summit of
the COMESA Authority and opened for signature,

The Ministers also adopted Draft Rules for the Admis-
sion of Members, Associate Members and Observers,
which were eventually adopred by the Sixth Summit
of the COMESA Authority,

The Drafc Regulations for the Establishment, Func-
tions and Operations of the Air Transport were also
scrutinized and adopred by the Ministers of Justice
and Attorneys-General.

The meeting of the Ministers of Justice and Arror-
neys-General is empowered by the COMESA Author-
ity to sit as an Elecroral College for the election of
members of the COMESA Court of Justice, The
Fifth Meeting duly elected M. Justice A.M. Akiwumi
of Kenya as the new President of the Court to replace
Justice L. Kanywanyi of Tanzania, who resigned as
Judge and President of the COMESA Court of Jus-
tice in November 2000. The ministerial meeting also
elecred Justice J. Musinzi of Rwanda to the COMESA
Court of Justice.

B) COMESA Public Procurement Reform Project

On 30 May 2001 in Valencia, Spain the COMESA
Secretariat signed a Project Agreement to finance the
development of regional and national public pro-
curement laws and practices project with the African
Development Bank (AfDB). Under this financing
Agreement, AfDB will provide UA 1.17 million to the
COMESA Secretariat. The recruitment of a Consult-
ing Firm and Project Manager was also undertaken
during the same period.

C) The COMESA Programme on Peace and
Securi(y

The second meeting of the Ministers of Foreign Affairs
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was held in Lusaka, Zambia in April 2001. The Sixth
Summit of the COMESA Authority subsequencly
endorsed the Report of the Second Meeting of
the COMESA Ministers of Foreign Affairs which
embodies a policy on the procedure to be adopted by
COMESA in addressing issues of Peace and Security
as a way of enhancing the COMESA integration
agenda. The COMESA Secretariat has continued
with consultations with stakeholders in the region.
The decision of the Authority endorsing the above
mentioned report of the Ministers came after
consultations with the Private Sector and Civil Society
Organisations which were held through a Consultative
Workshop which was held in Nairobi, Kenya in
February, 2001. Another Consultarive Workshop for
Parliamentarians was held from 4 (o G® February
2002 in Harare, Zimbabwe.

In all these consuleations, Stakeholders have agreed
that Peace and Security are 2 fundamental pre-requisite
to development. All the stakeholders consulted have
pledged their support to work with COMESA in
this task of addressing issues of Peace and Security
in the Region. In order to formalise this working
arrangement, the Secretariac has set up a desk through
which the stakeholders such as the Privare Sector and
Civil Society Organisations in their consultative role
shall be working with COMESA.,

The Secretariat is currently in the process of developing
criteria and rules of procedure for accreditation of
the stakeholders in their consulrative role. As soon as
the Authority has adopted the criteria and rules of
procedure, the desk shall become functional. On the
other hand, in order ro avoid duplication of cfforts in
this area, the Secretariar is looking at the possibility of
having a meeting with other organisations operating
within the same region as COMESA such as the East
African Community (EAC), the Intergovernmental
Authority on Development (IGAD), the Indian
Ocean Commission (I0C) and the Southern African
Development Community (SADC). The meeting
shall be aimed ar coming with up with a framework for
a comprehensive co-ordinated approach to addressing
issues of peace and security that will avoid duplication
of efforts and ensure maximum ucilisation of human
and financial resources.

INVESTMENT PROMOTION AND PRIVATE
SECTOR DEVELOPMENT

Investment Promotion Strategies: The COMESA

region continues to receive low levels of investment
particularly foreign direct investment (FDI). This is
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in spite of the proven fact that the African continent
is the most profitable investment location as investors
receive the highest rates of return on their investment
than in any other developing region. The year 2000
shows a drop in FDI inflows with most of the
investment fAows into the petroleum sector. Despite
these low investment inflows, a number of COMESA
countries received a significant proportion of the FDI.
In the clothing and textile sector for example, new
operations have been opened in Kenya and Swaziland
in response to the AGOA initiative.

There is a need for the region to attract more
investment as well as diversify the sectors that attract
the EDI. One of the major attractions for investors is
access to the marker. The new initiatives namely the
FTA, COTONOU, and AGOA agreements provide

that incentive to investors.

In an attempt to lay down strategies for investment
promotion, the Chief Executives of the Investment
Promotion Agencies (IPAs) held their fourth meeting
in Lusaka in November 2001. The meeting discussed
some of the strategies that the region could adopt
to maximise benefits from some of these emerging
initiatives. The meeting also discussed the 2002
operational plan of the Nucleus Unit of the Regional
Investment Agency that was established at the
Secrerariat,

The Regional Investors Roadmap study was finalised
and was discussed by the Chief Execurtives during
the same meeting. The Roadmap study and the
recommendations from the meeting are a good basis
for initiating the implementation of the program
on the harmonisation of investment policies and
regulations.

Privatisation Program in

COMESA

been hired to draft a policy paper on privatisation.
In terms of privatisation revenue flows, Zambia had
received a total of US$827 million from privatisation
of state companies by 1998, the highest in the region
followed by Kenya, which had received a total of
US$258 million.

In all these countries, privatisation initially focussed
on primary sectors (e.g. mining). The trend has now
broadened to telecommunications, transport, utilities
and manufacturing sectors.

Agricultural Development

() Food Security Situation in the COMESA
Region, Common Agricultural Policy and
Agricultural Strategy

The food security situation in the COMESA Region
in the year 2001 remained precarious due to the
problem of drought and civil strife. According to an
FAO report, some 20 million people in the region
needed emergency food assistance.” The food shortage
is expected to continue in the short run. There is need
for 2 more comprehensive investigation of the nature
of the food security problems in each COMESA
member States as a basis of preparing a comprehen-
sive national and regional food security programme at
national and regional level. This should then be fol-
lowed by the development of a comprchensive strat-
egy at national and regional level designed to attain
a reasonable and sustainable level of food security.
The problem of food security in the COMESA region
should be scen within the context of national and
regional food self-reliance not only because the region
clearly has a comparative advantage in food produc-
tion but also because the attainment of an acceptable
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growth rate in per capita food production will coin-
cide with the atrainment of both increased food secu-
ity and greater self-sufficiency in food supply.

National and regional food security must, therefore,
be buile on sustainable access to food by all citizens
of the region. This access musrt not depend more than
marginally on food produced ourside the region either
as direct imports obtained along commercial lines
or as food aid. If such a dependency were forced in
the region it will impact negatively on scarce foreign
exchange and capital resources. COMESA member
States may have to increase investment in agricultural
production with emphasis on land and water manage-
ment techniques in order to enhance food securiry.
*Angola, Burundi, Comoros, DR Congo, Ethiopia,
Kenya, Madagascar, Malawi, Rwanda, Sudan, Uganda
and Zambia.

*Uganda, Madagascar, Malawi, Ethiopia, Rwanda and
Zambia,

’By December 2001, Ethiopia, Kenya, Madagascar, Malawi,
Mauritius, Swaziland, Uganda and Zambsia had qualified to
get the texdiles and apparel benefits under AGOA.

| Box 1 Agricultural Policy

During the year 2001 COMESA Secretariar |

started a study on the Agricultural Policy

| with a view of co-ordinating and harmonising |

| the agriculeural policy and strategy amongst

| COMESA Member States. Though agricultural

| policies and strategies exist within Member States,

there is little co-ordination in the region among

' them.  The Agricultural policy study was funded

| by the Perez Guerrrero Trust funds for economic
and technical co-operation among developing

| countries. The contribution from the fund :

- amounted to $54,000 char will assist
in the formulation of the common agricultural
policy. In this regard, COMESA made progress in

| negotiating an additional fund from FAO that will

| develop a comprehensive review of member States
agricultural policies and strategies, and asses their
implication to the promotion of regional trade
and co-operation in the agriculture sector .The
negotiations are expecred to be finalised early

' 2002and a co-operation agreement signed

(ii) Upgrading the Quality and Safety of Fish
and Fishery Products

In the year under review, a regional workshop
on Safety of Fish and Fishery Products was held
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in Seychelles from 6" w0 10 August 2001. The
workshop was artended by Egypt, Eritrea, Ethiopia,
Kenya, Namibia, Seychelles, Uganda and Zambia.
Selected fish processing plants were also assisted in the
application of the Hazard Analysis of Critical Control
Poines (HACCP). The main objective of the workshop
was to build capacity in fish quality assurance. The
Project on Upgrading Quality and Safety of Fish and
Fishery Products will enable member States assure
compliance. The project has assisted member stares in
capacity building in complying with overseas market
requirements. By the end of the year 2001, 2 toral of

178 government and industrial representatives from
18 COMESA

Member states had been trained. These trainees are
expected to extend their skills to other domestic
industries and the private sector,

Standardisation, Quality, Metrology and Testing
(SQMT) Programme

The Standardisation, Quality, Metrology and Testing
(SQMT) Programme is in s third year of
implementation having been launched in May 1999.
The program, which, is supported by the European
Union aims to develop the practice and harmonisation
of standards in the region, whilst strengthening the 20
National Standards Bureaux {NSBs).

The expansion of intra COMESA trade as well as
cross-border investment as a result of the launching
of the Free Trade Area would benefic greatly from
this program as it also aims at premoting quality
management in industry and other sectors. The
programme also aims at upgrading capacities of
metrology departments and testing laboratories. A
number of activities were undertaken during the year.
Studies were conducted to identify capacity deficiencies
in National Standards Bureaux. The studies also
looked at twinning arrangements, marketing strategics
and implementation of Standards. To facilitace future
work, it is envisaged that several technical commirtees
will be established. To this effect terms of reference were
formulated for the Technical Committee on Import/
Export Inspection agreements and che Technical
Commitree on Documentation Centre and database.

In order to publicise the SQMT program to member
States, preparations for a one-day SQMT awareness
seminar for NSBs were finalised and the seminar will

be held early 2002.

A number of countries in the region do not have
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fully Aedged NSBs. To chis effect, technical assistance
was provided to Rwanda and Namibia to look at
organisational structures, legal status and mandates, as
well as the aims and objectives. Technical assistance
was also extended to countries with established NSBs.
In addition, the program during the period recruited
an incernational expere who conducted training on
Implementation of Hazard Analysis of Critical Control
Points (HACCP) System focusing on Conformity
Assessment and Risk Assessment acrivity in Malawi
and Zambia.

COMESA BUSINESS FORUM

The fourth COMESA Business Forum was held
in Cairo, Egypt on 21* May, 2001, based on the
theme: “COMESA Free Trade Area: A Gateway to

Investment”.

Some of the topics discussed at the Forum were:
Promoting Policy Dialogue Between the Public
and  Private Sector, and other Stakeholders;
Communications, Infrastructure and Service Provision
in the FTA; and Industrialisation Under the Free Trade
Regime. The group presentations and discussions
were presided over by the Minister of Finance,
Economic Planning and Development of the Republic
of Zimbabwe Dr Simba Makoni.

COMPETITION POLICY

Concern that the benefies of trade liberalisation
could be denied through anti- competitive business
practices has prompted COMESA to begin work on
the formulation of a regional competition policy to
meet the needs of countries at different stages of
development.

This policy shall be consistent with provisions and
intent of the COMESA Treaty and with internationally
accepted practices and principles of competition
especially the principles and rules of competition
elaborared by UNCTAD under the United Nations set
of multilacerally agreed equitable principles and rule for
the control of Restrictive Business Practices. Curtently
only three COMESA countries Kenya, Zambia and
Zimbabwe have passed Competition Legislation and
established fully Functional competition authorities.
Malawi has passed the law but not yet implemented
it. Namibia, Mauritius, Uganda and Swaziland are ac
various stages of drafting a competition law.

Between 26" to 30" November 2001 COMESA held
a regional competition conference on competition
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law and policy with the aim of building capacity
and raising awareness of comperition issues. This
workshop was held in Kampala, Uganda.

Prior to the Kampala Conference, COMESA had
organised and participated in a number of meetings,
workshops, seminar and fora on competition policy.
These are: COMESA/SADC/UNCTAD seminar
on competition of July 2000; UNCTAD's
intergovernmental Experts Group (IGE) meetings on
Competition; the July 2000 Competition Roundrable
organised by the Department of International
Development of the UK;: the October 2001 Global
competition Forum of the OECD Committee on
competition law and policy; and various meetings of
the WTO working Group on the interaction berween
“Trade and Compeition policy.

INFORMATION AND NETWORKING

The Secretariar, using funds secured from USAID/
REDSO IESA, purchased computers, printers and
scannets for the co-ordinating ministries of the member
states. In its own capacity the Secretariatalso purchased
twelve computers for its saaff. The computers and
printers were distributed to the following member
states: Egypt, Ethiopia, Kenya, Malawi, Mauritius,
Namibia, Rwanda, Uganda, Swaziland, Zambia and
Zimbabwe. Additional computers are to be distributed
to Angola, Burundi, Comeros, DR Cengo, Djibouti,
and Madagascar. Sudan also reccived a computer with
the assistance of COMESA Secretariat.

PART V: CO-OPERATION
ACTIVITIES

a) Development PARTNERS Regional and
Maultilateral Organisations.

In the year 2001, COMESA made efforts at the
technical and political level to strengthen ties with
its partners and other regional and multilateral
Organisations.

In this light COMESA undertook high-level missions
to the EU, China, Sweden and Saudi Arabia. This
was with the aim of informing and consulting with
these partners on issues of mutual concern.

It actively participated in the OAU summits in Sirte,
Libya and Lusaka, Zambia. Italso took part in the First
and Second Co-ordination Committee meetings that

took place in Tripoli, Libya and Addis Ababa, Ethiopia.
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In the same year, COMESA also held discussions with
the Directors of the UNESCO Sub- regional offices
for Eastern Africa and Southern Africa to enhance
collaboration with the two offices. COMESA also
actively participated in preparations for ADF 2002
seminar that will take place in March 2002 in Addis
Ababa, Ethiopia.

b) The European Union

In January 2001 EU and COMESA signed a 5
million Euro financing agreement to undertake a
pilot programme designed to develop the capacity
of five East African countries (Eritrea, Ethiopia,
Kenya, Rwanda and Uganda) in the production and
utilisation of official staristics, mainly on trade.

In March 200! COMESA and three other regional
organisations East African Community (ECA), the
Intergovernmental Authority on Development (IGAD)
and the Indian Ocean Commission {(I0C) mer in
Mauritius to discuss developing a Regional Suppore
Strategy (RSS) and a Regional Indicative Programme.
They also agreed to maintain the position to move
together to form one enlarged programming region.
Later in the year art their meeting in Brussels on 15
October 2001, the four organisations reviewed the
firse draft of the RSS. Once they finalisc the RSS
the four organisations will joindy develop a Commeon
Regional Indicacive Programme (RIP).

c) Economic Partncrship Agreements (EPAs)

One of the objectives of the Cotonou Agreement,
which replaces the Lome Convention, is that ACP
member states enter into Fconomic Partnership
Agreements (EPAs) with che European Union, either
individually or collectively. In preparation for the
negartiations of EPAs COMESA participated in the
workshops on EPAs organised by the ACP Secretariac.
The workshop for southern Africa was held in
Gaborone, Botswana on 26".28" August, while the
one for East African countries was held in Nairobi,
Kenya from 30" to 1* September 2001. One of the
outcomes of the workshops was that the COMESA
Secretariat commenced work on an in-depth study
on the impact of EPAs in Fastern Africa. The
COMESA study will include specific sections on 10C
and IGAD.

d) USAID

In the year under review as a resule of the initative
of the new USAID Administrator known as “The

COMESA Anntsal Report 2001

Global Development Alliance” some unutilised funds
from the two Limited Scope Guarantee Agreements
(LSGAs) signed with COMESA were de-obligated.
During the same reporting period, USAID/REDSO
allocated to COMESA additional funds by way of
amendment to the o LSGAs. The net result of

the de-obligation and the amendment was to increase
funds allocated o COMESA by abour US$600,000.

As part of the private sector support programme,
COMESA and USAID jointly supported che
participation of the private sector representatives from
COMESA member states at the US-Africa Summic
in Philadelphia in October 2001. The Summir
contributed greatly towards introducing the potential
in COMESA for trade and investment and also for
the COMESA businesspersons to establish personal
contacts with their counrerparts in the US.

Another development that took place during the
reporting period was the Professional Development
Programme, which was negotiated and agreed upon
with the University of North Texas. This programme
aims to enhance the capacity of the professional
staff of COMESA Secretariat through provision of
short term courses on topics like administration
and management, economic integration, dispure
resolution,  organisational  skills, performance
management etc. The US Governmene is to finance
the programme.

On 5 September 2001 USAID and COMESA mertin
Lusaka to review their co-operation over the last three
years.  The level of co-operation, the achievements
and the problems encountered were reviewed with a
view to providing solutions to problems encountered.
Later in October a triparcice meeting was also held in
Gaborone, Botswana, between COMESA, the USAID
Regional Office in Nairobi and the Regional Office in
Gaborone to discuss how the two USAID offices could
jointly support the COMESA Integration Program.

As a resule of the excellent collaboration over the
past three years between COMESA and the US
Government, the two sides on 29" October 2001
signed the Trade and Investment Agreement (TIFA)
which will promote trade and investment between the

US and COMESA member states. COMESA is the
first regional body to sign this agreement.

COMESA also actively participated in the US —Sub
Saharan Africa Trade and Economic Forum that
took place in Washington on 29 and 30" October
2001. The Forum focused on the implementation of
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AGOA, on key WTOQO issues and on how to strengthen
commercial links berween Africa and the USA.

e} World Bank

COMESA and the World Bank worked closely rogether
in consolidating the Regional Integration Facilitation
Forum (RIFF), as well as in the establishment of the
African Trade Insurance Agency (ATI).

The World Bank also showed willingness to work
with COMESA in the area of transportation and
telecommunications.

f)  The International Monetary Fund (IMF)

In the year 2001, COMESA continued to co-operate
with the IME, which is a co-sponsor of the Regional
Integration Facilitation Forum (RIFF). COMESA also
initiated discussion with IMF and the World Bank to
urge them to develop a programme of support to help
countries meet the short term costs of adjustment

which come about as a result of implementing
COMESA trade liberalisation measures.

g} The African Development Bank (ADB)

On 30 May 2001, under the ADF funds earmarked
for supporting mult- national projects and
programmes, COMESA and the African Development
Bank (ADB) signed a Grane Protocol Agreement
which provides for 1,170,000 units of account to
support the COMESA public procurement reform
programme.

In October of the same year COMESA mounted a
mission to ADB, which was headed by the Assistant
Secretary General. During the mission COMESA
presented five projects for the bank’s consideration.
The Bank expressed a strong interest in supporting
ewo of the projects combined as one. These projects
were ‘Facilitating Safe Agricultural Trade Within and
Outside the COMESA Region’ and “The Establishment
of a COMESA Food and Agricultural Trade Promotion
Unit'. Furthermore, the Bank agreed to send an
identification mission in the first quarter of 2002.

h) The World Trade Organisation (WTO)
COMESA retains a strong interest in developments

at the WTO as fifteen of its twenty member states
are members of WTO and three are observers. It
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is currently formulating two programmes with the
support of the African Capacity Building Foundation
(ACBF) and USAID to enhance the capacity of the

meraber states and Secretariat staff on WTO issues.

Preceding the fourth WTO Ministerial Conference
in Doha Qartar in November 2001, COMESA in
conjunction with SADC held a trade ministers
preparatory meeting on 30" July 2001 in Cairo
Egypt. The meeting was mandated to craft a common
position on the fourth WTO conference.

i)  The Commonwealth Secretariat

To assist the member states with future WTO
negotiations, COMESA secured the assistance of
the Commonwealth Secretariat to provide a regional
adviser to be based ar the Secretariat and five national
advisers who will be based in five membets states, which
are also Commonwealth countries. These experts will
provide technical assistance in the elaboration of policy
positions; undertaking required research, analysis and
participating in negotiating fora.

In September 2001, the Commonwealth Secretariat
visited the COMESA Secretariat to explore areas of
mutual co-operation and to discuss how it can support
COMESA’s trade and economic integration efforts.

i)  The Common Fund for Commodities (CFC)

In the petiod under review the Common Fund for
Commodities (CFC) supported project to promote
trade in value added fish products was operational,
while the project to study rice production is under
consideration.

Also in the year under review, COMESA and CFC
held discussions regarding a project to undertake a
pilot study on the feasibility of establishing a Regional
Commodity Exchange in the COMESA region. The
study will focus on selected agricultural products that
are major foreign exchange earners.

k) The African capacity Building Foundation
(ACBF)

In the period under review, COMESA formulared
a major capacity building programme, which was
submitced to ACBF for consideration. The programme
focuses on building the capacity of COMESA member
states to optimise national benefits to be gained from
regional and international trade.
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APPENDIX 1 - FINANCIAL STATEMENTS

BUDGETARY CONTRIBUTION TO THE SECRETARIAT BY MEMBER STATE, 2001

Member State

Angola
Burundi
Comoros
Congo, DR
Djibouti
Egype
Eritrea
Ethiopia
Kenya
Madagascar
Malawi
Mauritius
Namibia
Rwanda
Seychelles
Sudan
Swaziland
Tanzania*
Uganda
Zambia
Zimbabwe
Total

Assessment for

1998

COM $
417,427
118,685
50,720
384,966
659,363
50,720
298,235
659,363
190,201
167,884
382,430
156,218
102,455
50,720
312,436
133,394
400,690
188,172
347,941
659,363
5,731,383

Assessment for

1999
COM $!

343,252
132,020
57,400
340,956
57,400
746,200
57,400
266,910
676,172
199,178
179,088
380,562
175,070
133,742
57,400
321,440
141,204
319,144
208,362
271,502
675,598
5,740,000

*Tanzania ceased its membership o COMESA in the year 2000.
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Assessment for

2000
COM $

145,432
62,922
375,155
62,922
820,949
62,922
293,832
743,781
219,038
197,075
418,488
192,326
147,213
62,922
353,786
155,523
350,818
229,130
298,581
743,187
5,936,002

Assessment for

2001

COM $

166,359

56,393
384,600

56,393
733,109

56,393
307,906
733,109
236,287
215,421
425,767
210,910
168,615

56,393
364,299
175,946

246,437
311,853
733,109
5,639,299
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BUDGETARY CONTRIBUTION TO THE COURT OF JUSTICE BY MEMBER STATE, 2001

; ‘Member State |  Assessment for i Assessment for Assessment for

| | 1999 2000 | 2001 |

- | | COM $ | COM $ | COM$ |

| Angola ' 29,509 ! - S .

 Burundi } 11,350 . 14,526 1 17,568 :

| Comoros 4,935 ! 6,285 5,955

;'c':on'ga, DR 29,311 * 37471 1 w066

| Dijibouti | 4,935 | 6,285 ; 5,955 |

Egypr ! 64149 | 81,998 | 77,420 |

| Eri[r_e_a 1| 4,935 6,285 [ 5,955 |
Ethiopia 22946 | 29,349 32,516

| Kenya | 58,129 ' 74,290 ' 77,420

" Madagascar | 17,123 ': 21,878 24,953 |

 Malawi | 15,396 19,684 | 22,750

| Mauritius '. 32,716 41,799 | 44,963

 Namibia | 15,050 f 19,210 * 22,273

— | 11,498 | 14,704 | 17,807

}_ Seychelles } 4,935 } 6,285 } 5,955 |

| Sudan 27,634 | 35,337 38,472

! Swaziland N , .12,139 . 15,534 L 18,581

| Tanzania 27,436 | 35,040 ! i |

| Uganda ' 17,912 | 22,886 | 26,025

 Zambia } 23,341 29,823 32933

 Zimbabwe | 58,080 | 74,231 | 77,420

| TOTAL 493,457 529,900 595,538
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AUDITED ACCOUNTS OF THE COMESA SECRETARIAT FOR THE YEAR ENDED 315!

DECEMBER 2000

INCOME AND EXPENDITURE STATEMENT FOR THE YEAR ENDED 315 DECEMBER

2000
1997 Actual
UAPTA
INCOME
Contributions from Member Staces 3,070,000
Miscellaneous Income 83,539
Total Income 3,153,539
Expenditure
Secretary General’s Office 357,492
Administration Division 808106
Investment Programming and Private
Sector Development Division 350,062
Trade and Customs and Monetary
Harmonisation Division 215,935
Infrascructure Development Division 161,525
Information Networking Division -
Consultancy 76,436
Meetings 152,708
Development Expenditure -
Total Programme Expenditure 3,483,266
Other Expenditure
Contributions written off
Depreciation -
Provision for Audit Fees -
Lotti House Amortisation 18,000
Other Provisions 64,174
Fluctuacion in Exchange Rate -
Write back of charges {84,684)
| -
Excess of Income over Expenditure = 1,033,987

Transferred to Contingencies Funds
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1998 Actual

COM $

5,731,383
116,455

5,847,838
646,100
1,411,778
392,168

303,647
186,767

102,399
440,407

2,122,062

2,547,687

16,000
28,994

40,028

(268,137)

1999 Actual = 2000 Acrual

COM §

5,740,000
199,590

5,939590

786,731
1578,330

397,581

320,374
137,264
167,978
165,396
618,931
163,274

4,335,859

353,344

16,000
28,994
42,123
40,028

1,208,264

COM §

5,936,002
219,873

6,155,857

910,432
1,486,313

470,301

485,862
178,459
164,065
150,226
458,460
364,055

4,668,178

1,273,990

65,982
(42,416}

23,030
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COMMON MARKET FOR EASTERN AND SOUTHERN AFRICAN STATES
(COMESA) - SECRETARIAT

BALANCE SHEET - 31 DECEMBER 2000

Notes 2000 COM $ 1999 COM $
(As restated)
ASSETS
Non-current assets
Fixed assets 3 839,579 677,433
Current assets
Loan and advances 4 2,041.474 1,699,053
Outstanding contributions 5 8,498,362 7,917,247
Bank balance and cash G 627,892 1,440,292
11,167,728 11,_056,592
Total assets 12,007,307 11,734,025
EQUITY AND LIABILITIES
Capital and reserves
Accumulated Fund 7 11,234,235 11,213,554
Members' Fund 11,234,235 11,213,554
Capiral grans 8 144,901 -
Current liabilities
Creditors 9 627,119 508,501
Bank overdraft 10 1,052 11,970
628,171 520,471
Total equity and liabilities 12,007,307 11,734,025
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