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Executive summary

Since the COVID-19 pandemic started fanning out from Wuhan epicentre in China
in November 2019, governments around the world have worked tirelessly to find
the means to control its spread and the unprecedented negative economic effects.
International services trade, which has been a source of considerable global economic
prosperity in recent times, was the primary channel for cross-border transmission
through persons travelling for leisure and/or business or working in the international
transport and logistics sectors. Governments COVID-19 control measures including
national social and economic lockdowns, suspension/ban of international passenger
travel, and later stringent cross-border health certification requirements, inter alia,
virtually kneecapped cross-border trade and value chains at national, regional and
global levels.

The quest to find the way forward for the East Africa Community (EAC) regional
trade policy amidst the COVID-19 crisis led to the commission of this and other related
technical studies by the African Economic Research Consortium (AERC) under a Grant
Agreement with the Bill and Melinda Gates Foundation (BMGF) to implement the
project “Strengthening East African Community (EAC) Policy and Response to the
COVID-19”. This study was conducted offsite between November 2020 and April 2021.
Data used in the analysis was obtained from public (statistical offices) and private
sector sources in the EAC partner states, international data repositories, including
the World Bank, World Trade Organization (WTO), International Trade Centre (ITC),
International Monetary Fund (IMF), and others. Key trade trends are analyzed using
export and import monthly data (January 2019 to September 2020) augmented by
2015-2019 annual series on some key trade fundamentals for context. The main
findings that guide the way forward include the following:

+ TheEACrecorded dramatic trade and economic declines during March-May 2020
before posting tepid rebounds from June through August-September 2020 but
these were dampened by the effects of second and third waves of the virus driven
by more easily transmissible new variants first identified in the United Kingdom
in September 2020 and South Africa in December 2020. In fact, although the EAC
recorded a couple of impressive rebounds month-on-month within 2020 and
between 2019 and 2020, overall EAC trade has not had an effective trade recovery
that compensates over and above the losses experienced in 2020 vis-a-vis 2019



trade performance. EAC cumulative total trade of US$ 39.5 billion by September
2020 fell short of the USS$ 40.6 billion recorded by September 2019.

Both goods and services trade have been adversely affected but services,
in particular tourism and hospitality sectors, have been most impacted by
disappearance of big-spendinginternational tourists and business travellers. Given
the significant importance of tourism in the EAC value chains and export trade
basket, the region has sustained significant adverse short-term and medium-term
impacts on output, employment and incomes.

The pain of the COVID-19 crisis has been felt more acutely in the EAC and other
economies heavily reliant on the-now disintegrated global value chains. The crisis
reawakens the urgency for developing and maintaining strong domestic and regional
industrial clusters to meet local, regional and global export market demands. This is
not a call forempirically retrogressive inward-looking import-substitution regimes;
on the contrary, it calls for growing and supporting industries that can compete in
domestic markets (with imports) and regional and global markets.

The burden of resolving the enormous negative impacts and challenges caused
by the COVID-19 crisis in the EAC is made heavier by the prevailing initial (pre-
COVID-19-crisis) internal economic structural and institutional weaknesses. The
majority of EAC partner states are least developed, with weak healthcare and
economic structures and systems with limited application of digital technology in
economic activities, thus have limited shock-absorption capacity. Institutionally,
despite progress on national trade policy management, customs modernization
and trade facilitation and regional integration, there remains many loose ends in
respect of regional harmonization and coordination of trade management and
facilitation. For instance, loose ends in regional harmonization of COVID-19 testing
and certification amplified the negative trade impacts by instigating some of the
longest cross-border cargo queues (more than 50 kilometres in some instances),
which raised trade costs and undermined the EAC’s trade competitiveness.

The emergence of COVID-19 has re-emphasized the usefulness of digitalization for
facilitating economic activities, trade, among other things. The crisis has clearly
shown that the future is digital. E-commerce has blossomed in the EAC during the
COVID-19crisis, albeit being dominated by mobile money transfers, concentrated
in urban centres, and involving more males than females, and consumer goods
than investment spending. Actually, e-commerce would have been greater but
forthe undeveloped and uncoordinated supporting legal and market institutions,
telecommunication infrastructure deficiencies and generally low economic
purchasing power of the population.

The EAC has considerable untapped export potential, which when combined with
the reduced export production due to the crisis gives the region a large platform
to rapidly expand trade over and above pre-COVID19-crisis levels, subject to the
partner states doing the right things at the right time in the right manner.



Way forward

The COVID-19 crisis has highlighted the need for strong national trade productive
capacities and enabling policy environment amongst other factors underlying trade
growth and development , regional harmonization and coordination, optimizing
output and export potential, digital technology and e-commerce, and expanding
access to strategic markets. In this regard, the EAC would do well to consider effecting
reconstructive and remedial measures including the following:

+ Expediting fullharmonization and coordination for synergies and scale economies
in trade management and facilitation in respect of:

Trade clearance procedures and processes, including issuance and approvals
of permits and certifications, including for COVID-19 trade standards and
assessment of their conformity.

Increased digitalization of trade clearance procedures and processes to
change the modus operandi to full paperless submission and exchange of
documentation, reduced human inspection and approvals, e-payments of
charges due. These improvements will substantially reduce the cost of doing
trade and would have reduced some of the pressures on trade clearance during
the COVID-19 crisis.

Fully implementing the WTO Trade Facilitation Agreement-TFA, which also
covers paperless customs and trade facilitation and provisions where the
EAC lags behind (e.g. on advance ruling (Article 3), Article 7 (on release and
clearance of goods including: pre-arrival processing; electronic payment;
allowing the release of goods prior to the final determination of customs
duties, taxes, fees, and charges; risk management; post clearance audit; trade
facilitation (TF) for authorized operators, expedited release of goods entered
through air cargo facilities, inter alia) and freedom of transit (Article 11).

Non-Trade Barriers (NTBs) and resolution. Despite laws enacted against NTBs,
NTBs on intra-EAC trade remain and new ones emerge from time to time, and
sometimesinspired by non-trade (e.g.,immigration or political) disagreements
between partner states. EAC partner states should work harder to resist being
distracted by often fleeting political frictions and other non-trade matters
and instead keep focused on the bigger prize of mutually beneficial regional
economic integration enshrined in the EAC Treaty. In this regard, itisimportant
that EAC partner states address mistrustissues that foment erection of artificial
trade clearance procedural hurdles that translate into NTBs. EAC partner states
should deepen trust through programmes of open audits of changes in trade
facilitation procedures and processes, complemented by regular short-term
(3-6 months) senior customs staff exchanges, inter alia, in addition to existing
cooperation arrangements between customs administrations.



EAC should redouble efforts to revive and deepen integration of domestic value
chains into regional and international value chains. In this regard, EAC should
expedite implementation of its well-illustrated regional trade policy, Special
Economic Zone (SEZ) strategy, and EAC COVID-19 Recovery Plan.

EAC should address hurdles to effective export market access by developing
adequate capacity to comprehensively comply with legitimate non-tariff
measures (NTMs), including for Sanitary and Phyto-Sanitary (SPS), technical
and standards specifications and conformity assessment of the same. COVID-19
control measures introduce an extra layer of NTMs. EAC partner states should
redouble efforts to mobilize and invest resources to develop requisite trade and
market access compliance capacities in preferential and open global export
markets.

The EAC should seize market access opportunities offered by preferential trade
agreements such as the African Continental Free Trade Area (AfCFTA), EAC-EU
EPA, the EAC-UK EPA and others and join as a bloc. At the time of writing, some
EAC partner states are ready to ratify and start implementing the AfCFTA, the
EAC-EU EPA, the EAC-UK EPA and other trade agreements while others are yet
to decide to ratify for one reason or another. This means that there is need to
intensify preparatory work and ratify AfCFTA and other trade agreements to seize
advantageous positions (early bird) and opportunities before preferential margins
erode for latecomers as trade partners enter similar preferential trade agreements
with third parties.

The EAC should fully embrace and advance growth and development e-ecommerce
that has also been a lifeline for domestic commerce and international trade for
major global economies during the crisis. To this end, the EAC needs to develop
e-commerce with supportive regulatory environment and culture, including on
data protection, data security, market entry for competition, product pricing,
deliberate community-level digital literacy interventions with supporting
curriculum, and supporting local content creation for greater citizen participation
and consumer welfare growth.

EAC partner states should identify and develop short-term support to ‘quick wins’
key sectors with immediate increase in demand when the world reopens. For
example, in tourism (worth US$ 5.3 billion annually), the EAC should introduce
attractive holiday packages and early campaigns, improving on what was
previously offered before the COVID-19 crisis. In this regard, hoteliers, airlines,
their value chains, and with government support should work together to
formulate competitive holiday/business travel packages. Global influencers
on social media can be hired for branding and visibility and translate that into
business. The governments should beef-up supportive infrastructure (even
site-specific), security, reduce or eliminate some of the tourist costs - visa fees,
departure tax.



What matters for the way forward is not just what to do but also when, how and
where. Hesitancy, whether in taking decisive health (e.g. control and vaccination) and
economic actions will only deepen the crisis and self-inflict marginalization as the
rest of the world moves on to a new normal. In fact, where the EAC and Africa lag in
vaccination, the concern would be a delayed economic recovery as the virus continues
to circulate unabated and Africa is viewed as unsafe for trade.



1. Introduction

Context

There is a large body of recent empirical literature that shows the devastating
impacts of the COVID-19 pandemic on, inter alia, health and human life loss,
international trade and economic activity in general affecting all countries around
the world. Transmitted through respiratory droplets containing the SARS-CoV-2
virus, the highly contagious and deadly COVID-19 disease that broke out in China
in November 2019 rapidly spread around the world by the first quarter of 2020,
carried by unsuspecting infected persons involved in services trade in one mode
of supply or another in or from China. On 30th January 2020, the World Health
Organization (WHO) declared COVID-19 a “Public Health Emergency of International
Concern” and subsequently when the number of infected persons reached 100,000
the WHO “reminded all countries and communities that the spread of this virus
can be significantly slowed or even reversed through implementation of robust
containment and control activities”.! Heeding the WHO advice, governments in
the East African Community (EAC) and around the world scrambled to control the
spread of the virus by suspending international travel and closure of borders to all
but essential persons and cargo, instituting stringent social distancing measures
including local and national lockdowns, and issuing public health safety advisories
such as face-masking, sanitization and handwashing, inter alia.

Measures restricting cross-border flow of goods and services involving physical
human presence opened sink-holes beneath international trade, plunging world
economies into deep economic crises overnight. Global/regional value chains, the
mainstay for sustainable economic growth and development, suddenly became
unviable as foreign factors and output markets fractured by measures designed to
slow the COVID-19 storm. Consequently, majority of countries particularly developing
countries experienced immediate shortages of supplies for production, distribution
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As of 3 March, 2020: WHO has shipped nearly
half a million sets of pcrsona] protcctivc Every month, frontline health responders around the world
. . need these supplies (and more) to protect themselves and
equipment to 47 countries, but the global others from #COVID19
supply is rapidly depleting. Shortages are A
leaving doctors, nurses and other frontline
workers dangerously ill-equipped to care for
. . . . ® 30 million gowns
COVID-19 patients, due to limited access to Ll i1
. . ® 1.59 million goggles E.j.\—'ji
supplies such as gloves, medical masks,

. . e 76 million gloves
respirators, goggles, face shields, gowns, and

® 89 million masks

. . ® 2.9 million liters hand sanitizer E

aprons. To meet rising global demand, WHO =0
estimates th?t industry must increase #COVID19 @ World Health
manufacturing by 40 per cent. WHO (2020). #coronavirus ' Organization

and, importantly, critical healthcare products such as personal protective equipment,
palliative medicaments, medical oxygen, ventilators and other vital equipment needed
to control the spread and treatment of the pandemic.

Estimates of impacts on world trade and economic performance have consistently
shown cliff-edge drops, and although mild rebounds were recorded during June-
October 2020 after initial successes in containing the spread of the virus, a second
and major winter-driven onslaught in the leading global markets in the northern
hemisphere kept trade and economic growth prospects in the doldrums. As of late-
November 2020, two promising anti-COVID-19 vaccines were undergoing emergency
use authorization in the United States of America. This brought respite and hope for
turning the corner over the pandemic and trade and economic resurgence.

Objectives

When the world reopens for business, the EAC needs to be ready to speedily bounce
back and effectively re-engage in the global value chains and trade informed by
lessons from the exogenous shock. The EAC needs to view this moment as reset
time with a real possibility that new export markets (share) could be gained at the
expense of sluggish foreign competitors and, conversely, the EAC could lose existing
export markets (shares of) to more agile and nimble competitors. The challenge
for the EAC, therefore, and which is precisely the primary objective of this paper, is
how to position itself as the early bird that catches the worm to recover and sustain
robust trade performance post-COVID-19 crisis. The paper also overviews trends in
trade performance and trade policy and trade-related measures, including in trade
facilitation taken by the EAC to address the challenges caused by the COVID-19
pandemic and changes in market access conditions in terms of non-tariff measures/
barriers, if any, in a select key export markets.

Therest of the paperis organized as follows. Section 2 examines the initial conditions
and trade fundamentals to help understand and interpret the impacts of the crisis.
Section 3 presents methodological issues. Section 4 presents and discusses the findings
of the study. Section 5 concludes the analyses and provides policy implications.



2. Macroeconomic background and
trade fundamentals

Introduction

This section assesses the underlying economic and trade conditions and performance
inthe EAC to place the effects of the COVID-19 crisis in context, in the sense that these
effects are in some cases amplified but moderated or attenuated in others by the
initial/prevailing conditions, otherwise one runs the risk of overstating or understating
the effects of the crisis.

Recent developments in economic and trade
fundamentals

The EAC?, created in 1967, collapsed in 1977 and revived in 2000, is a regional
inter-governmental organization comprising six (6) partner states of Burundi,
Kenya, Rwanda, South Sudan, Tanzania and Uganda. The EAC is a market of more
than 190 million persons (2019 estimate), with urbanization rates between 13%
and 35% (2019) growing at 4% annually. Kenya is the largest economy (gross
domestic product at constant 2010 prices estimated at US$ 65.06 billion in 2019)
and adeveloping country, whereas the rest are least developed countries by United
Nations categorization. In the past five years (2015-2019), all but two partner states
achieved GDP expansion by between 5.3% (Uganda) and 7.4% (Rwanda); South
Sudan and Burundi GDPs contracted by 10.8% and 0.1%, respectively (Table 2.1).
All EAC partner states’ disposable incomes per capita (except Kenya’s USS$ 1,482)
are below the least developed country (LDC) graduation threshold value of US$
1,042 (per the 2018 review) and growing (except for Burundi and South Sudan with
declines) at rates 1.4%-4.4%, within the average population growth rate of 3%
annually. As low-income economies, EAC partner states are generally poorly placed
to deal with major exogenous shocks such as the COVID-19 pandemic because of
inherent weak healthcare systems and inability to run robust social protection
safety-nets.

In terms of economic structure (Table 2.2), three economies (Kenya, Rwanda
and Tanzania) made incremental transformation away from agro-based to industry
and services during 2007-2019, Burundi made minor shifts from industry to
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services but the preponderance of agriculture remained very high and constant
at 92% of all employment. Meanwhile, Uganda and South Sudan moved in the
opposite direction with agriculture adding more employment at the expense
of industry and services sectors. All EAC partner states’ reliance on agricultural
employmentis worse than Sub-Saharan Africa (SSA) average over the same period.
South Sudan’s reliance on fuels and mining make it the only partner state with
better industry employment shares than SSA, and only Kenya employs relatively
more labour in the services sector than an average SSA country. The target for
EAC is to head in the direction of South Africa’s and OECD’s economic structures
dominated by services (69%-72% of employment) and industry (23%-25%). The
dominance of rural-based agricultural employment and low disposable incomes
suggests that efforts at digitalization and e-commerce covering the majority of
EAC populations will take some time.

Good prospects for sustainable trade and economic growth and development
are also a function of, among other things, the state and capacities of the enabling
policy and business environment (Table 2.3) . During 2015-2019, Kenya and Tanzania
recorded above average scores (4/6) on macroeconomic management, revenue
mobilization, financial and fiscal policy while Rwanda and Uganda had the best
business environment, trade and Ease of Doing Business (score 4/6) in the region.
Rwanda, Tanzania and Uganda achieved average (3/6) score in property rights
and rule-based governance. Kenya, Rwanda and Tanzania also achieved average
scores on transparency, accountability and corruption in the public sector. These
and other qualities matter for attracting and retaining the much-needed foreign
direct investment (FDI), particularly post-COVID-19 where competition for FDI could
be intense. Nevertheless, EAC partner states have a lot of work to do to compete
favourably with higher achievers such as South Africa and OECD countries, with some
of the best performances scoring 6/6 in most aspects.

The EAC pursues export diversification for benefits from high value-added trade
mainly associated with manufactures exports. EAC partner states recorded mixed
fortunes in export diversification during 2007-2019. For example, Burundi (from 19%
to 15.8%), Kenya (36.3%-28.4%) and Uganda’s (24.5%-23.0%) shares of manufactures
exportsin merchandise exports tended to decline similar to the trend in Sub-Saharan
Africa (3.3%-2.5%) but rose in Rwanda (8.4%-13.8%) and Tanzania (25.7%-37.7%) like
the experience in South Africa and OECD members - Table 2.4. Meanwhile, exports of
agricultural raw materials as a percent of merchandise exports rose in Kenya (12.5%-
13.6%) but declined in the rest of the region. On the imports side, imports of high value
manufactures remained dominant (accounting for more than 60% of merchandise
imports in all partner stat) and rose in importance in Kenya, Rwanda and Tanzania
but declined in Burundi and Uganda.

In a further quest to gauge the strength of the EAC’s economic structural
foundation and imperviousness to shocks, the paper considers the state of economic
and environmental vulnerability of the partner states.? - Table 2.5. Four of the
six partner states made overall improvements in economic and environmental
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invulnerability, with Rwanda making the largest improvement (from 38% down to
33%) during2016-2020 (first quarter) over 2011-2015 period. The largest economies
of Kenya and Tanzania became more economically and environmentally vulnerable
in overall terms. All partner states except South Sudan (dependent on historically
volatile oil exports) improved export stability, and agricultural stability except for
Burundi and Tanzania. Export concentration reduced for all partner states but still
remains high compared to the best performers on the continent and developed
economies.

Remoteness from major global markets coupled with landlockedness for
four of the six partner states comprise some of the major sources of economic
vulnerability for the EAC. Remoteness compromises EAC traders, placing them
several strides behind competitors on the trade starting grid. This means that
the EAC has to focus on lowering trade costs in key variables such as production,
transport and logistics, trade facilitation, trade taxes and charges, and overall
enabling policy and business environment to improve trade competitiveness.
The EAC should emulate achievements in this regard made by Mauritius and
South Africa, both situated at almost equidistant to major global markets as the
EAC but with far better achievements on almost all other measures of economic
vulnerability than the EAC. Egypt’s proximity to Europe and the rest of the
developed world gives her massive trade competitiveness advantages. Obviously,
COVID-19 worsened the plight of remotely situated economies by undermining
the gains made in the key variables.

Table 2.1: Output and income performance

GDP (constant GNI per capita,
2010 USS GDP growth | Atlas method GNI per capita
billions) (annual %) (current USS) | growth (annual %)

Country 2015 - 2019 2015-2019 2015 -2019 2015 - 2019
Burundi 23 0.1 274.0 31
Kenva 383 5.6 1.482.0 30
Rwanda 9.9 74 768.0 44
South Sudan - -10.8 1.090.0 -4
Tanzania 49.6 6.2 1.004.0 32
Uganda 38.0 3.3 778.0 14

EAC 158.3 2.3 §00.3 0.3
South Africa 4249 0.8 3.744.0 0.7
Least developed countries: UN classification 940.4 4.3 1.028.0 1.8
Sub-Saharan Africa (excluding high income) 1,7533 23 1.538.6 0.9
OECD members 51.364.9 2.1 37.897.7 1.8

Source: Author using data from World Bank (2020), World Development Indicators.
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Table 2.2: Economic structure - Sectoral employment shares
Agriculture, . Industry (mc.ludmg Services
forestry, and fishing construction)
[} T [ o T =) o T =)
S| |8 |8 |8 || 8|8 ]|8&
= - b = - i = - i
Comntry & = [ = & = [ = &
Burnundi 92.2 920 920 1.8 1.7 1.5 6.0 6.3 6.4
Kenya 60.8 589 559 6.3 6.5 7.0 329 346 371
Rwanda 81.3 740 645 5.0 7.1 8.5 137 189 270
South Sudan 56.4 569 573 | 17.1 158 142 | 26,5 27.2 285
Tanzania 71.1 69.0 664 5.7 6.1 6.6 232 250 271
Uganda 67.2 69.3 728 7.8 7.5 6.7 250 233 205
Sub-Saharan Africa 58.6 56.0 535 | 10.0 105 11.2 | 314 335 353
South Africa 54 4.8 5.3 253 236 233 | 693 Tle6 713
OECD members 5.5 54 5.0 242 230 227 | 703 716 723
Source: Author using data from World Bank (2020), World Development Indicators
Table 2.3: Quality of institutions
Macroeconomic
Managemert,
Rewerme Bieiness Sodal icheiond Trarsparsicy,
motilization Emnirormert Trade | Institfions for Propertyrights & accourability &
Overal Averaze Fiarrial Fiscal & Ease of Domg Ernirommerttal Fade-based Cornption in the
C ountry rarid policy Buisiness sistairahility Governance public sactor
EETYEET -
Burundi
Kenva .
Rwanda .
South Sudan
Tanzania .
Uganda .
Sub-Saharan Africa
South Africa . .
OECD members - -

Source: Author using data from World Bank (2020), World Development Indicators
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Table 2.4: Trade diversification

Agricultural raw
materials exports (% | Manufactures exports | Manufactures imports
of merchandise (% of merchandise (% of merchandise
exports) exports) imports)
= = 2 = =z 2 = I 2
8 & 8 8 8 8 8 & &
slzlzls|z|z2|ls|z|z
Country & & & & & & & & &
Burundi 5.5 3.0 1.0 19.0 17.4 15.8 759 531 61.7
Kenya 12.5 12.2 13.6 36.3 36.9 284 60.8 61.6 62.5
Rwanda 2.6 4.8 3.7 8.4 8.9 13.8 75.6 71.9 76.5
South Sudan - - - - - - - - -
Tanzania 9.0 6.3 43 257 244 37.7 60.6 55.9 62.0
Uganda 7.2 6.3 5.1 245 292 23.0 65.3 60.5 64.6
Sub-Saharan Africa | 3.3 4.0 25 23.2 223 233 67.3 62.5 63.1
South Africa 1.8 1.9 23 50.0 472 493 64.2 62.4 65.6
OECD members 1.5 1.7 1.6 73.6 715 74.1 67.8 66.6 73.3

Source: Author using data from World Bank (2020), World Development Indicators

Table 2.5: EAC economic and environmental vulnerability index (EVI)* for 2011-2020

Economic and | Index of share
ervironmental | of agriculture, | Remoteness Export
vulnerability | fisheries and and concentration Export Agricultural
(EVI), overall | forestry in GDP |landlockedness |  (XCON) mstability instability
Country ndex (AFF) (REM) Index Index (XINR) Index | (AIN) Index
2011-15 2016-20|2011-15 2016-20 |2011-15 2016-20 2011-15 2016-20 2011-15 2016-20|2011-15 2016-20
Burundi 40 39 65 64 76 76 52 47 20 14 29 35
Kenya 33 34 44 53 56 57 12 15 9 4 15 15
Rwanda 38 33 51 51 74 75 39 31 14 11 50 2
South Sudan 48 46 6 5 67 68 77 49 62 75 23 23
Tanzania 33 34 45 48 62 63 18 21 9 6 23 26
Uganda 2! 2 45 43 72 B3 13 12 14 14 15 13
EAC 37 36 43 44 68 69 35 29 21 21 26 23
South Africa 34 33 3 2 83 & 5 3 7 6 19 14
Mauritis 21 19 6 4 75 74 17 14 12 11 2 2
Egvpt 18 16 21 18 11 14 g 6 11 10 10 10

Source: Author using data from World Bank (2020), World Development Indicators
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Trade policy, regional integration and trade agreements

Trade represented nearly 40% of GDP over the past decade, underscoring the
importance of trade in EAC economies. Slight declines in the share of trade in GDP
were recorded for the EAC, Sub-Saharan Africa (61.2%-52.8%) and South Africa
(62.4%-59.8%) but increases in OECD countries (56.7%-57.3%) during the second
half of the decade across all partner states (Table 2.6). For the EAC, this was due to a
combination of internal and external market challenges. Increased trade openness
brings advantages of specialization and welfare gains and is also the means for
transmission of external shocks into domestic economies, with more trade-open
economies being more exposed. What is key though is how resilient an economyis to
such shocks. In terms of relative importance of trade types, trade in goods exceeded
services trade, and both were in decline during 2015-2019 compared to 2011-2014
except for South Sudan.

Table 2.6: Trade as a share of GDP

Trade (% of GDP)  |Trade in Goods (% of GDP)| | '24¢ i services (%o of
GDP)
Country 2011-2014 | 2015-2019 | 2011-2014 [ 2015-2019 | 2011-2014 | 2015-2019
Burundi 38 359 300 258 138 101
Kenya 55.7 378 415 27.0 141 107
Rwanda 416 473 269 25.7 147 216
South Sudan 70.1 65.6 672 56.0 29 95
Tanzania 51.1 36.1 385 246 12.6 115
Uganda 40.9 37.8 25.1 24.4 15.8 134
Sub-Saharan Africa| 612 528 503 422 109 106
South Africa 624 59.8 53.0 50.6 9.4 92
OECD members 56.7 573 3.9 432 12.8 142

Source: Author using data from World Bank (2020), Development Indicators

The EAC regional trade policy is built around the objective of attaining the EAC
regionalintegration pillars comprising of customs union, common market, monetary
and political federation. The EAC Customs Union (EAC-CU) was established in 2005
and introduced a common external tariff (CET). The successes ascribed to the EAC-CU
include: (a) implementation of the Single Customs Territory since 2014 to fast-track
free circulation of goods, which reduced trade clearance times from over 21 to 3
days; (b) establishment of One-Stop-Border Posts (OSBPs), which drastically reduced
intra-EAC transit time by 73.0%-83.5% and associated trade costs; (c) introduction
of the EAC NTBs Elimination Act in 2017 for removal of non-tariff barriers (NTBs); (d)
harmonization of EAC product standards for commonly traded goods (1,500+) and
mutual recognition of certification marks; and (e) increased intra-regional trade from
USS$ 2.7 billion in 2016 to USS 3.2 billion in 2018.

The second regionalintegration milestone of a EAC Common Market (EAC-CM) was
achievedin 2010. The EAC-CM seeks to accelerate economic growth and development
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through pursuing “a liberal stance towards the four freedoms of movement for all the
factors of production and two rights between themselves”, namely: free movement of
goods, free movement of persons, free movement of labour, right of establishment,
right of residence, free movement of services and free movement of capital. These
freedoms are supported by operational principles of “non-discrimination of nationals
of other partner states on grounds of nationality” and sharing information for
the smooth implementation of the Protocol. The EAC committed to undertaking
liberalization of trade in services in seven priority sectors: business, distribution,
education, financial, communication, tourism and travel related services, and
transport. Some of the efforts being taken to achieve these freedoms include
instituting mutual recognition agreements, harmonization of education systems, and
issuance of new international EAC e-passport. The EAC is yet to achieve the fullest
freedoms in these sectors due to asymmetric capacities to implement the requisite
operational apparatus. The COVID-19 pandemic added undue burden and tested the
loose ends in these cooperation endeavours when the region initially stumbled as
seen in uncoordinated unilateral border control postures during the first weeks and
months of the pandemic, though eventually they regrouped in cooperation to support
the freedoms, for continued regional economic growth and integration.

Selected EAC trade agreements

In the quest to support further trade development for sustainable economic growth
and development, the EAC s continuously seeking and engaging in trade agreements
with key trade partners. Since the Uruguay Round, import tariffs have broadly and
gradually been reduced or eliminated on a wide range of products, though there
remains high tariffs on products (e.g. agricultural) of particular export interest to
developing countries including the EAC. The trade objective of the agreements is to
secure more favourable (preferential) and improved market access conditions for its
exports over competitors while reciprocating (symmetrically/asymmetrically) access
to the domestic market, compatible with the WTO trading rules.

EAC-EU: As part of the ACP states, the EAC participated in trade and development
arrangements with the EU under non-reciprocal Lomé Conventions I-IV (first signed
in 1975, ceased in 1996 after successful challenge of its non-compatibility with WTO
reciprocity rules) and later the Cotonou Agreement (effective 2003, revised in 2005
and 2010). The Cotonou Agreement was replaced by the WTO-compatible Economic
Partnership Agreements (EPAs), which ACP states have been negotiatingin regional
groupings with the EU since 2002. Under the EPAs, the EU grants immediate duty-
free and quota-free (DFQF) market access while ACP states are allowed/required
to liberalize ‘substantially all trade’ over an extended phase. The EPAs seek to
promote ACP-EU trade, and ultimately contribute, through trade and investment,
to sustainable development and poverty reduction. EPAs are "tailor-made" to suit



10 AERC WOoRkING Paper - COVID-19_007

specific regional circumstances, go beyond conventional free-trade agreements by
focusing on ACP development and including co-operation and assistance to help
ACP countries fully benefit from the agreements (Zgovu, 2017). For eighteen (18)
years, the EAC as a unit and a few other regions are yet to conclude negotiations
and sign the EPAs. Kenya and Rwanda signed on 1st September 2016. Delay to sign
by the remaining partner states is centred on perceived likely negative effects of
domestic deindustrialization and the resultant ramifications on value chains due to
increased competition with EU-made products, tariff revenue loss, overambitious
liberalization threshold of more than 80%, duration of liberalization need not be
constrained (preferring 25-35 years), that the ‘stand still’ clause on MFN tariffs may
limit applied tariffs below their WTO bound rate ceilings thereby limiting policy
space. Further negotiations are ongoing.

EAC-UK: On 31st December 2020, the United Kingdom (UK) formerly left (BREXIT)
the EU following a vote in June 2016. The UK, a particularly important trade partner
for some of the EAC partner states, is grandfathering all trade agreements including
the EPAs it was part of during its EU-membership. On 3rd November 2020, the UK
and Kenya announced a ‘continuity’ DFQF EPA trade agreement similar to the EU-
EPAs while the rest of the EAC preferred extending the negotiation period to allow
more stakeholder consultation and passage of other events (elections) of national
importance. Kenya as a developing country would not benefit from the UK’s
Generalized System of Preferences (GSP) entailing duty-free and quota-free market
access which therest of the EAC as least developed countries are automatically granted
after 31st December 2020. Caught between solidarity with its ‘protected-by-UK-GSP-
beneficiary partner states’ and the demand of maintaining a common trade policy
position as a member of the EAC-CU, and losing foreign exchange earnings, jobs and
investment losses in its national value chains after the deadline and perhaps learning
from the 18-year-long drag to conclude an EPA with the EU, Kenya decided to go it
alone and signed an EPA with the UK.

It is worth noting that some customs union, for example the EU, do not allow
members to conclude separate trade agreements with countries and organizations
outside the union. However, under Article 37 (paragraph 4) of the EAC Customs
Union protocol, partner states are allowed to conclude a trade agreement with non-
member countries such as the UK provided that the terms of such an agreement or
amendments are not in conflict with its provisions.

EAC-COMESA-SADC: On the African continent, the EAC has been engaged in Tripartite
Free Trade Area (TFTA) agreement negotiations (launched 10-June-2011) with COMESA
and SADC regional economic communities (RECs) in furtherance of the African Union
(AU) agenda to Boost Intra-African Trade (BIAT) and deep regional market integration.
The TFTA creates a market of more than 527 million people in 27 countries (that
includes new member South Sudan) worth a combined GDP of USS$ 640 billion. The
TFTAsolves the problem of trade cost-raising overlapping membership in the regions
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where most countries belonged to two or all the TFTA RECs with different trade rules.
The TFTA seeks to provide a stepping-stone to integration into the global economy by
providing market space to train/enhance trade capacity to compete more effectively
on the global market (African Union, 2011). Out of the 27-member states covered in
the TFTA, only eight (8) have ratified: Burundi, Kenya, Rwanda, and Uganda in the
EAC, Egypt, Botswana, Namibia and South Africa.

EAC-Africa: The EAC participated in the 18th Ordinary African Union Summit decision
reached in January 2012 to create a grand African Continental Free Trade Area (AfCFTA)
agreement comprising 55 African member states with a combined population of
more than 1.2 billion people and GDP of US$ 3.5 trillion. The AfCFTA seeks to create
a single continental market for goods and services with free movement of business
persons and investments as part of the grand scheme of achieving an African Economic
Community built on a free trade area, customs unions, single market, central bank,
and common currency to produce an economic and monetary union. Intra-African
trade will play a central role, and its expansion is predicated on the member states
achieving harmonization and coordination of trade liberalization and facilitation
and instruments across their Regional Economic Communities (RECs). Itis estimated
that the AfCFTA will boost intra-African trade by 52.3%. The AfCFTA entered into
force on 30th May 2019 after 24 countries ratified. Implementation (trading under
the agreement) was rescheduled from 1st July 2020 to 1st January 2021 due to the
COVID-19 pandemic. At the time of writing, 31 countries ratified the AfCFTA: Kenya,
Rwanda and Uganda in the EAC, and also Ghana, Niger, Chad, Congo Repubilic,
Djibouti, Guinea, Eswatini, Mali, Mauritania, Namibia, South Africa, Ivory Coast (Cote
d’lvoire), Senegal, Togo, Egypt, Ethiopia, The Gambia, Sierra Leone, Saharawi Republic,
Zimbabwe, Burkina Faso, Sdo Tomé and Principe, Gabon, Equatorial Guinea, Mauritius,
Angola, Lesotho and Tunisia.

EAC-USA: The United States and five (5) EAC partner states signed a Trade and
Investment Framework Agreement (TIFA) on 16th July-2008. The purpose of the USA-
EAC TIFA is to expand and diversify bilateral trade and investment relationships by
improving the climate for business between firms from both sides. The TIFA establishes
regular, high-level talks on the full spectrum of interparty trade and investment
topics, including the African Growth and Opportunity Act (AGOA), the World Trade
Organization's Doha Round, trade facilitation issues, and trade capacity building
assistance. As of 2015, the EAC bloc looked to engage the USA to upgrade the TIFA
into a long-term preferential trade agreement, which would also replace the unilateral
AGOA preferential scheme. In February 2020, the USA and Kenya started negotiations
to establish a free trade agreement, again without the rest of the regional partner
states. This move, like others before, is a symptom of underlying trade and political
differences and challenges (Kibii, 2020) that needs urgent resolution as it impinges
on trade, regional cooperation and integration.
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Effectiveness of market access in trade agreements

One of the key features of trade agreements is Duty-Free and Quota-Free (DFQF)
preferential treatment. As noted already, tariffs in industrialized economies are
virtually eliminated for most products with exceptionsin a few agricultural products.
Indeed, it has been shown that despite the DFQF treatment, there is low utilization
of preferential schemes by LDCs and developing countries (Milner, Morrissey and
Zgovu, 2010). This is partly because of trade-cost-increasing inherent internal
structural and policy weaknesses in the LDCs and developing countries, and also that
effective market access in the preference-
giving economies can be compromised

The road to high-value adding trade for LDCs
and developing countries is pot-holed by weak

by onerous non-tariff measures (NTMs).
Most LDCs and developing countries lack
sufficient resources and capacity to meet
these NTMs.

NTMs can be defined by what they are
not (Deardoff and Stern, 1998) as they
comprise many hidden trade-impacting
measures. The NTMs widely used in
export markets of interest to the EAC
include Sanitary and Phytosanitary (SPS)
measures; Technical Barriers to Trade
(TBT); Rules of Origin; Pre-shipment
inspection and other formalities; and

internal policy and institutional frameworks,
nanrrow because of stringent rules of origin in
preferential export markets, has missing key
bridges (supplv-side constraints, bottlenecks in
financing, transport, technologies and
information), obstructed by visible road blocks
(onerous technical standards and tariff peaks)
and unsighted road blocks in opaque non-tariff
measures, systemic institutional inefficiencies
and procedural obstacles. These challenges
substantially increase unit export costs, which in
turn hamper export competitiveness to the extent
that trade in high value-adding preducts and
export-led growth are not easily achievable for
developing countries.

licences, quotas, and prohibitions. NTMs take a myriad of forms and involve a wide
range of regulatory agencies with varying institutional, technical and resource
capacitiesto formulate, implement and monitor their use. Complying with NTMs can
be particularly challenging for small and medium enterprises (SMEs) in developing
and least developed countries. Regardless of policy objectives, they impose real yet
avoidable costs on trade and undermine trade competitiveness. Table 2.7 reports
NTM coverage and frequency ratios on selected products of export interest to the EAC.
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Virtually all exports (by countries including EAC) of animal, food products,
vegetables, hides and skins, textiles and clothing to the EU28 (including the UK)
(EU-EPAs, UK-EPAs), USA, Japan and Nigeria (AfCFTA), amongst other countries, are
subject to one or more NTMs. Further, the high percentages of NTM coverage ratios
indicate that almost all trade (by value) is subject to NTMs®.

Meanwhile, duty-free imports of the selected products constitute a very small share
of their total imports, meaning the bulk are subject to non-zero import duties. This
is particularly the case for textiles and clothing, hides and skin and animal products,
which are some of the key export commodities of interest to the EAC. Duty-free
and quota-free market access conditions are without question useful for exports
from preference-receiving countries. However, for some products, relatively small
percentages of imports access those markets to enjoy the duty-free treatment. One
of the main reasons for this is the presence of other and more potent market access
barriers in the form of burdensome and costly-to-comply-with NTMs, whose tariff-
equivalents (ad valorem) can be quite high in some cases.

State of trade facilitation in the EAC

Trade facilitation (TF) is one of the key sources of non-tariff barriers even more during
the COVID-19 crisis, hence a challenge for trade growth and deserves a good amount
of attention. Each country’s sovereign control over its borders dictates that trade
(imports and exports) flows and passenger traffic are subject to border control entry
and exit laws, regulations, procedures and processes, some of which are specific
to the country and others are bilaterally, regionally and multilaterally agreed and
implemented among signatory partner countries. The bureaucracy involved coupled
with complexity of the border control measures, limited capacity to administer/
implement the measures, and the intended and unintentional anti-trade policy
biases have led to calls for greater efficiency in facilitating trade to reduce the costs
of doing trade and thereby allow countries to benefit more from trade. These calls
culminated in the conclusion of the landmark WTO Trade Facilitation Agreement
(TFA) in 2013 that came into force in 2017. In WTO terms, trade facilitation (TF) is the
simplification, modernization and harmonization of export and import processes.
Under the WTO-TFA, signatories undertake to implement agreed provisions for
expediting the movement, release and clearance of goods, including goods in transit;
effective cooperation between customs and other agenciesinvolved in trade clearance
(e.g., concerning Sanitary and Phyto-Sanitary) on TF and customs border control
compliance.

Capturing the effects of the quality of TF on trade costs and trade performanceis
a challenging exercise due to the difficulty in ascribing cost to a myriad of complex
and sometimes opaque/trade protection-driven interrelated border control and
trade clearance procedures and processes performed by different trade actors,
both publicand private. One measure of the state of TF is the Logistics Performance
Index (LPI), which is sub-divided into six or more components (Table 2.8) while
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estimations of time spent and costs on documentary and border compliance give
an impression of the cost implications of the state of TF (Table 2.9). On the state of
TF (Table 2.8), the World Bank ranks (column (a)) Burundi in position 158 out of 160
countries for which data was available in 2018; Uganda rank 102, Kenya 68, Tanzania
rank 61 (2016 data) and the best ranked was Rwanda (57), yielding an EAC average
rank and score of 89 and 2.7 out of 5 (or 2.7/5), respectively. Germany was the best
(1) with a score 0f 4.2/5, and the other developed countries (Singapore, USA, China
and the European Union which included Germany, Belgium, the Netherlands and
United Kingdom amongst other countries) in the lower part of the table recorded
good TF performances. Other African RECs performed poorly with an average rank
of 116 and score of 2.5/5. Based on the estimated gap in TF quality to the highest
performer (column (c), it is clear that TF in African countries is way off the best
practice benchmark and they need to invest more in and improve TF by a factor of
2 (double) above the prevailing levels to emulate best practice in TF attained by
Germany (as of 2018). Columns (d)-(i) show ‘granular’ LPI performance from which
EAC and other African RECs achieved approximately average TF performance levels
with the best performance (score 3/5) being on timeliness of shipments, column (i).
The weak state of TF in the African RECs, including the EAC, implies fragility in the
face of external shocks such as COVID-19 crisis. Data on the impact of the COVID-19
crisison TF performance is yet to be generated, but itis likely that the external shock
was felt more swiftly and effects on TF costs amplified by greater factors in cases
of fragile initial TF conditions such as in the EAC and other African RECs, amongst
others. The COVID-19 crisis has heightened the urgency to fully implement the
WTO-TFA and other international conventions on improving TF, including those
championed by the World Customs Organization (WCO).

Talking about costs associated with TF, the latest data show that exportersina
select of the EAC’s leading trade partners took an average of 4 hours to complete
complying with documentary requirements and 13 hours to complete border
requirements (columns (a) and (b) of Table 2.9). Meanwhile, in the EAC, exporters
spend 58 hours (16 times longer) and 63 hours (5 times longer), respectively, to
complete similar requirements. Even longer times are spent when completing
documents and border compliance requirements when traders are importing in
the EAC than in some of the EAC’s key trade partners (columns (g) and (h)). Such
overly long times of compliance do bear significant trade costs that undercut trade
competitiveness against rival exporters and importers operating in more efficient
TF regimes, with shorter compliance times. In fact, the inefficient TF services-
induced relative cost disadvantages inflicted on EAC exporters and importers
vis-a-vis competitorsin major trade markets are easy to see in columns (d)-(f) and
(j)-(l). Documentary and border compliance on a standard 20-foot container costs
USS$ 529.30 (USS 1,057.32), which is twice (six times) as much when exporting
(importing) in the EAC compared to an average of US$ 267.62 (USS$ 177.71) when
exporting (importing) in the selected global markets. Interestingly, documentary
and border compliance costs more when exporting (USS$ 267.62) than when
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importing (US$ 177.71) in the selected global markets, which is the very opposite
in the EAC where importing compliance costs almost twice as much as exporting
compliance. This is partly due to tighter control and oversight over significant
trade tax revenues (duties, excise and value added taxes) generated on imports
and the relatively larger volumes and variety of imports compared to a narrow
band of exports commodities.

Given the heavy import-dependency in domestic value chains and for exports, the
EAC needs to boost efficiency in import compliance and TF by fully implementing
the WTO-TFA in particular provisions on advance ruling (Article 3), Article 7 (on
release and clearance of goods including: pre-arrival processing; electronic
payment; allowing the release of goods prior to the final determination of customs
duties, taxes, fees, and charges; risk management; post clearance audit; TF for
authorized operators, expedited release of goods entered through air cargo facilities)
and freedom of transit (Article 11). Most countries including EAC partner states
have taken steps to improve TF in these areas during the COVID-19 crisis, which
underscores their relative significance in influencing TF efficiency and cutting TF-
related costs. Nonetheless, more work is needed to consolidate the gains made
and make permanent the COVID-19-induced changes and the other outstanding
accomplishments.



X2pU| 92UBWIOL S13SI80T SI |47 "S403ed1pu| Juswdolpansg plUOM (6T0T) Yueg PIAOM Wwody eyep Suisn Joyiny :224n0s

o~
=)
0_ or 8¢ 8¢ e 8¢ 9t Trl 8¢ 61 aBerAy
W_u 6t 9t & FE ¢t £e £1c ¢t 6T uo ) uesdomy
a 8¢ 9t 9 e gt £e 98I 9t 9T EUmD
W 't I'v 6¢ £t 0r 3t 66 6¢ vl Vs
O £r I'v 0r Lt 0r 3t L' 0r 6 wopSuny paimy)
W £r I'v 't o€ I'v 6¢ L 0r L asodesulg
= £r g 't Lt [ 6¢ LS 0r 9 SPTRASTHAN
Dﬁu vy I'v 't 0r 0r L't I's 0r £ wnisg
"mn vy (g £ 6¢ 3 'y 00 [ [ Auemiagy
5 s)aylem [eqo]S 1d9[ag
w 87T £T ¥'T &T £T £T TFs T 911 IBeIAY
m 0t T L v L €T TEs T 01T BILTY TRION
< 0t 9T L 9T €T L I'rs 9T 01T 20avs
LT T v L it €T Fes L 311 vsH
8T 9T €T T it it [ 33 L 611 SYMODH
LT L L T it €T 9% L 441 SVO0H
SO WYY 120
0e 9T LT 8T T €T SL¥ LT 68 [¥1940 YV
61T L T 3T it 9T 830¢ 9T Tot1 EpURE[)
13 0t 67 o€ 8T 8T €8¢ 0t 19 (9107) BrrezUR]
13 8T 67 v 8T LT €8¢ 0t Ly epreAy
(3 e 3¢ 9T 9T LT LEr 8T 39 LEUS
(i 0t €T it 0t L1 899 't 851 punmg
sajelg 1PmMed OV
€ (@ @) @ (3 (®) [© (@ ®
(gSm=¢ 01 mo|=[) (Y5M=¢ 01 MOET) (ySm=¢ o3 mol=]) (YSM=¢ 01 MO=[) (YsM=¢ 0 MO[=T) (YSM=¢ 01 MO|=T}| ([#PPFoa) (Ys1y=g (9] Jo Mo U050y /ARUNO)
2wy pajdadxa 1o SJUSTUEISUO)) omppdmo)  samdnyg paond amponnseim]  ssadoid 20ueIeaD | Jamoliad 01 mo[=]) Pliom 3y
P2 MPayas UL Suroery puE A1TEnd) Apannedmod pRIB[Rl SpEX SWOoISn) 15BN 21005 [§T UWINURI[J]
23U5 15002 oeal puUe Sun{Iei] sopsiSoTopes] Suwidueim jo aseq  -1iodsuen pue Jo Aomaromy odeno, [RERAQ
smamdn]s gomm apen jo AQiend)
Qs Lomanbaig

w 9oueurio}rad sonsidor Aq painseaw g1 uI szoulred apesy pue sOTY UBILIY I3YI0 ‘DY Y3 UI UOTIBII[IOR] dPeI) JO IeIS :8°Z S[qeL

—



19

East ArricAN CoMMUNITY REGIONAL TRADE Poricy AMipsT THE COVID-19 Crisis

siojedipu| Juswdo)anaq ‘(6T0Z) Yueg pPlAOM Wodj eyep Suisn Joyiny :921n0S

LLLT TEEET 6EHY 0T S g 79'L9T LTS e o1 £1 ¥ CELAEIN Y
£6°PE O£ 0g £t T T I 0£°96 SO6L 99701 1] L T wom) weadomy
09°8TE £ 1+C 0 LL oF 9t €1 08°6TE 0795 097 €L 6T 1T 6 EUHD
00°SLT 00°5LT 0000t 6 C 8 00°5ET 00°6LT 00 09 £ T T it
000 00°0 000 g £ z 00°S0€ 007082 00°sT 8T ¥z r wopSury paimr)
00097 00°0ZT 000t ot 113 £ 00'TLE 00°SEE 00°LE a 01 z 2sodesulg
000 000 000 I 0 I 00°06¢ 00°SHe 00°st it o€ I AwemRg
SEM LD R RG] ETY
L6'600T  |£THTL PLEST 1T T1 68 867008 06°THY 807591 o1 £6 L CELAEIN Y
96°S78 PR +8t I+FE SET €€T o1 9<6Ps 8T 16E 87°8¢T It i 30 BV qUOAL
££978 L9819 LOL0T 66 g Fr £5TL8 00tL £678T1 oI L8 4 2avs
OT'E9L TL165 PEILT ST 96 s 06°EL9 8581k IE5h1 E€FT €L 0L vsd
S0°ST6 P9 19°00€ 90T i £6 LTTS9 187025 LETET 001 L6 69 SYAM00T
SEO0L'T  [SFI0€T  SSEOF 8¢ €T €1 S6O8T'T  [s3HL0TT 01°TIT €97 L91 L6 Sv203
SO T ULILIFY BYI0
6% o€ L8 6<r 67I 4 07 97 6€ PiL 6F z9r suypu pqops = J¥ A
TELED'T 86°0L9 FEO8E 61E P61 = | 0€6TS T9E0E 8P E01 0TI £0 8c eRA0 ¥ g
0ETHL 0L 9t 097567 T k1 96 0T TIE 0+'60T 067101 £8 6< rZ epUEEn
00STLT  [00°0S§T  00°SLE o ot 0FT 000SFT  [00SLTT  00°SLT w61 96 96 BRUEZUE
0TE0P 01787 01121 | FL gk 05°€67 0£7E8T 00011 €11 €8 o€ EpUEAY
0S°LP6 05°TES 00sTl PeT Fel 09 00°EEE 05TFT 05061 = 91 6l EAIRY
008941 09 €+t 007501 FEE FSl 081 06°8T 067801 00705t 6LT 6% 0zl TPy
s9)e)g PuMed DV
)] (€3] [0)] 0] (€] (6] @ (?) (p) (2 (q) ®)
swn swg awn swn swn Swh uvolEY/ARume)
ssueydwo] | 2dwendwo) adweiduo) asuerjdwo’) | 2ouetjdwo]) adueldwor)
[ElL Japiog  ATEIURTUMOOC] 2l Iaprog  ATEJURUMOO(T
podwy 0} (§S01) 350D PuE (sInot) swr L Jodxd 0} (§S01) 350D PuUE (SINOK) SwL]

610¢ ut
szoulred aper) pue sOFY ULV I9YI0 ‘DY Y3 Ul dpe) Suiop Jo 1S0d pue W) AQ PaINSEIW UOIIBII[IOR] PEI) JO 9IS :6°C A[qeL



20 AERC WoRrkING Paper - COVID-19_007

Trade potential, actual and untapped export potential in
the EAC

The COVID-19 pandemic has not only stifled trade but also undermined the prospects
of the EAC realizing its export potential from commodities (and services) in which it
has comparative advantages. Table
2.10 reports commodities (top 20)

Key findings

The products with greatest export potential from
with the highest export potential, |gastern Afiica to the rest of the Worid are “Coffee,
actual exports and untapped export  |not roasted, not decaffeinated”, “Black tea, packings
potentia | based on estimations >3kg” and “Sesamum seeds”. Sesamum seeds shows

(using historical and forecast the largest absolute difference benveen potential and

interrelationships between market actual exports in value terms, leaving room to realize
conditions within and between additional exports worth USS1.2 billion. ITC (2020).

trading countries and the global economy) by the International Trade Centre (ITC).®
Based on pre-COVID-19 global and domestic market conditions, the EAC’s top 20
commodities’ in terms of export potential had an export potential estimated at US$
16.583 billion, out of which US$ 7.415 billion, nearly half (45.5%), remained untapped
under the prevailing pre-COVID-19 pandemic conditions.

Table 2.10: Top 20 EAC commodities with greatest export potential to world

markets
Potential supply to  Actual EAC Untapped
the word given  Export Supply  Untapped |potentiol as
HS current conditions  to the world potential by % of

Top Code ProductDescription (USS mn) (USSmn) EAC (USS mn)| Porential |Value addition

Top 20 Overall 16,282.6 10,0494 7.415.0 455 Unprocessed

1 12074 Sesamum 2.300.0 1.200.0 1.200.0 522 Unprocessed

2 080111 Coffee, notroasted not decaffemated 2.8000 1,800.0 1,100.0 383 Unprocessed
3 090240 Black Tea Packinzs>3iksz 23000 1.400.0 0444 417 Semiprocessed

4 0905 Vanilla 1,500.0 3024 6794 453 Unprocessed

3 080131 Cashew mts in shell 9918 336.8 633.1 667 Unprocessed

6 0603xx Cutflower & buds, fresh 1.200.0 8848 4589 3582 Final product
7 180414 Prepared or preserved tunas 9585 5802 426.8 447 Semiprocessed

8 730210 Nickel not alloved, Utrwroustt 3823 4404 2447 20 Unprocessed

9 620342 Mens wousers and shorts of Cotton 3731 2826 1993 Ji4 Final product
10 071320 Chick peas, dries and shelled 2748 118.2 169.1 gl5 Semiprocessed
11 080440 Asocado, fresh and dried 2535 1289 158.0 622 Semiprocessed

12 010410 Live Sheep 6348 366.9 153.1 241 Unprocessed
13 170199 Cane or beset suzar 2482 192.1 1474 Jod Semiprocessed

14 620320 Mens shirts of cotton 2695 2303 140.7 322 Final product

13 610910 T shirts nvests of Cotton 261.7 171.2 129.9 4946 Final product
16 070%x Vegetables, fresh or chilled 3262 2089 1295 87 Semiprocessed

17 0303xb Fish nes cired 2188 104.9 1282 J8a Unprocessed

18 020430 Goat meat 2303 107.6 1279 335 Unprocessed

19 0207  Cloves 3268 2130 1232 3nT Unprocessed

20 520100 Cottonnot corded combed 2221 190.0 904 445 Unprocessed

Source: Author using data from ITC Trade Map 2020

The markets for EAC’s top-9 commodities with the largest export potential are
reported in Appendix Table Al. The selected top 9 commodities have a combined
export potential of USS$ 10.796 billion (column a), actual exports of US$ 6.783 million
(column b) and untapped export potential of USS$ 4.355 billion (column c) or nearly



East ArricAN CoMMUNITY REGIONAL TRADE Poricy AMipsT THE COVID-19 Crisis 21

40% (column d) of the export potential per year. The large relative size of untapped
export potentials under existing conditions (i.e., target market's demand and tariff
conditions and bilateral links between the exporting country and target market, supply
capacity, inter alia) represents a trophy (export earnings) within the grasp of the EAC.
Clearly, the EAC has work to close the gap by addressing the issues and challenges
that underpin the current sub-optimal export production. Specifically, the EAC would
need to expand exports by an average of 40% of the selected top-9 commodities to
exhaust the untapped export potential for the commodities under study.

Results show that most of the export markets with the highest export potential
are in the west (United States of America and Europe) and South Asia, which are

places most affected by COVID-19  |key findings

pandemic (Appendix Table A2), The markets with greatest potential for Eastern
which also reports the world (full) | 4ica’s exports of 4ll products are United States of
export potential (column e) and |4merica, China and Netherlands. The United States
actual exports (column (f)) of the |of America shows the largest absolute difference
selected commodities in the key |between potential and actual exports in value terms,
export markets. Column (h) reports leaving room to realize additional exports worth
the ratios of EAC actual exports |USSL.4 billion. ITC (2020).

in the market to total world actual exports in the markets, being the EAC’s market
share. Based on the selected (top 9) commodities with largest export potential, the
EAC commands between 7% and 76% market share overall in the commodities’
respective top 10 export markets. Some of the EAC highest export market shares are
in the markets for vanilla (76%), black tea packings (>3kg) (60%) and sesamum (49%).
Excluding EAC’s untapped potential (column c) from untapped world export potential
in the export markets (not reported here) gives an estimate of the extra unsatisfied
demand for the commodities in the export markets concerned (column g). If the EAC
were to capture similar market shares (7% to 76%) of this unsatisfied demand (e.g. by
fully developing productive export capacity), it would gain an extra US$ 3.792 billion
per year of the world unmet demand, other things being equal. The largest gains
(USS 799.8 million) would be from “coffee, not roasted, not decaffeinated”, followed
by black tea packings >3kg valued at US$ 774.8 million per year.

Three observations are made from the above. First, the pandemic nearly wiped
out most of the actual exports and, therefore, raises the value of untapped potential.
Second, the longer it takes for these export markets to recover from the pandemic,
the bigger and longer the damage will last for the EAC and the rest of the world. Third,
even before the pandemic, the EAC was not fully exploiting its export potential in
world markets for reasons on both the domestic front possibly due to underdeveloped
export capacities in the private sector, institutional and regulatory challenges,
trade facilitation and logistics challenges, and foreign markets front possibly due
to ineffective market access despite trade agreements, and remoteness to global
markets. Post-COVID-19, the EAC has major challenges to overcome, and not only the
pandemic-induced challenges on the domestic front and along the value chains, but
alsoin competing with more agile and nimble competitors, other things being equal.




3. Methodology

The paper primarily uses secondary data from the national statistical offices,
international economic data repositories (International Trade Centre, WTO, World
Bank, IMF, OECD, inter alia). Other data and information are collected from key
resource persons in the region, EAC partner states and representatives of the private
sector through a questionnaire/question guide. Data analysis entailed descriptive
analysis of quantitative data and textual analysis of qualitative information. The key
challenge faced in developing the paperisthe compact short period of the study that
affected data gathering and analysis in the time of limited availability of stakeholders.
Arelated data challenge is the lack of uniform trade data reporting templates. Monthly
trade statistics availed by the study from the partner States’ online sources (e.g.,
national statistical offices) comein different formats in respect of categorization, level
of detail/aggregation, and updating with latest data and information, all of which pose
significant challenges to undertake direct comparative analyses, among other things.
The EAC Secretariat should support and maintain up-to-date trade statistics, among
other data, to support evidence-based policy analysis and advice.

22



4. Findings and discussion

Introduction

This section reports descriptive analyses of the impact of the COVID-19 pandemic on
EAC’s trade performance. Due to data limitations, the analyses focuses on trends in
monthly goods exports and imports during the first 9 months of 2020 that bore the
blunt of the first and second waves of COVID-19 onslaught on trade, vis-a-vis trends
during January-September in 2019, quarterly services exports and imports from the
firstquarter of2019(2019:Q1) t0 2020:Q2.8 The paper zeros in on tourism, a key services
sub-sector for exports, job creation and related value chains. Before analyses, it is
worth considering EAC tariff regime relative to other economies for key healthcare
supplies during the COVID-19 pandemic.

EAC import tariffs on COVID-19-containing trade

The EAC has maintained a relatively more open trade concerning importation of
healthcare medicaments, supplies and equipment to control the spread of COVID-19
compared to an average WTO member, some of West and Southern Africa’s leading
economies (Nigeria, Ghana, South Africa, Zambia and Zimbabwe), China and India
(Table 4.1).

Table 4.1: Latest average applied MFN tariff (%) for medical products

WTO Member All products | Medicines Medical Medical Personal

supplies equipment protective

products
Burundi 2.6 0 2.8 0.9 15.3
Kenya 2.6 0 2.8 0.9 15.3
Rwanda 2.4 0 2.8 0.9 13.8
Tanzania 2.6 0 2.8 0.9 15.3
Uganda 2.7 0 2.5 1.1 17.8
EAC simple average 2.58 0 2.74 0.94 15.5
ALL WTO members 4.8 2.1 6.2 3.4 11.5
European Union 1.5 0 3.2 0.2 3.9

continued next page
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Table 4.1 Continued
WTO Member All products | Medicines Medical Medical Personal
supplies equipment protective
products
United States 0.9 0 2 0.1 2.1
China 4.5 2.1 7.4 2.5 7.2
India 11.6 10 15 9 12
Ghana 53 0 6.1 5.6 18.8
Nigeria 53 0 6.1 5.6 18.8
South Africa 2.7 0 5.1 0 10.8
Zambia 3.8 0 2.6 4 15.8
Zimbabwe 7.1 3.7 10.7 2.2 18.8

Source: Author using data from the WTO

The EAC leans more towards protection of domestically produced import-
competing personal protective equipment (PPE) with a higher average applied MFN
tariff of 15.5% than an average WTO member’s 11.5%, China and India. Other African
countries are more protectionist on PPEs than the EAC.

Impact on growth in trade in goods

Monthly exports data from the first six months of 2019 (in tan, base colour) and 2020 are
juxtaposed in trade pyramids below to illustrate the impact of the COVID-19 pandemic
on exports. Heavier (lighter) colours on the 2020 (right-hand) side of each pyramid
indicate export increases (decreases) over corresponding periods/months. At regional
level (Panel A in Figure 4.1), the EAC (excluding South Sudan) exported more in 2020
than in 2019 in all the first nine months but one. The worst year-on-year decline at
regional level was in March 2020 by 6% as exports fell from USS$ 1.474 billion in 2019
to US$ 1.138 billion in 2020. Burundi suffered losses in each month (January-June and
September 2020, which was the steepest fall by 87% in May 2020 vis-a-vis May 2019
values). Kenya reported export declines from April 2020 to July 2020 (steepest fallin April
by 16%). Rwanda exports only fell in April 2020 by 17%, rebounded in May-September
2020 while Uganda, after cliff-edge falls by 50%, 34% and 17% during March-May 2020,
showed strong recovery from June-September. Tanzania’s exports recorded an almost
pre-COVID-19 crisis decline by 23% in February 2020, otherwise exports grew from
March-September 2020. Excluding exports by Tanzania that had laxed restrictions for
COVID-19 control, Panel Bin Figure 4.1 shows that Burundi, Kenya, Rwanda and Uganda
together exported less for more months from March to May in 2020 than in corresponding
months in 2019 by between -10% (May) and -23% (April).
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Figure 4.1: EAC exports and imports before and during COVID-19 crisis
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Source: Author using data from EAC national statistical offices / bureau of statistics

On the side of imports, the experience is different and more dramatic than on the
side of exports. Imports fell in 6 of the first 9 months (March-July and September)
in 2020 in study where Tanzania data is included (Panel C), and from February-July
2020 where Tanzania data is excluded (Panel D). The good performance of Tanzania
importsin February 2020 stemmed the decline (EAC average fall by 8.5% from January-
September) while Tanzania’s relatively weak import performance in September
dragged down the region’s overall import performance in September 2020 (EAC
average fall by 8.2% from January-September).

PanelsAand Bin Figure 4.2 depicts contrasting cumulative frequencies of monthly
exports and imports during 2019-2020, where cumulative 2020 exports rose above
cumulative 2019 exports for all 9 months in study, while 2020 imports exceeded 2019
imports from January-March but fell below the latter from April-September following
the onslaught of the COVID-19 crisis. The gap or cumulative difference between the
2019 and 2020 values of exports and imports provides a clear track showing the
direction and performance of either variable.

The contrasting strong export performance and weak import performance are
partly explained by differing restrictiveness and timing of COVID-19 control measures
in the origin countries of EAC’s imports (mostly China, which swiftly applied more
restrictive control measures and most countries were quick to restrict travel to/from
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COVID-19 epicentre China) and export destination markets (mostly Europe, where
control measures lagged behind China and other South Asian countries).

Figure 4.2: EAC cumulative exports and imports during the COVID-19 crisis (USS

millions)
Panel A Panel B
EAC, 2015-2020-cxports {USF miltions) EAC, 20192020 imports (US$ millions)
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Source: Author using data from EAC national statistical offices / bureau of statistics

Cumulative frequency analysis in Panels A-J in Appendix Figure Al presents telling
varying and contrasting impacts of the COVID-19 crisis on imports and exports on
individual partner states. Whereas Burundi, Kenya, Tanzania and Uganda imported
cumulatively less (in value terms) in the first 9 months of 2020 than over the same
periodin 2019 due to the COVID-19 crisis, Rwanda imported more in cumulative terms.
Thedeclinein Rwandaimportsin April 2020 (-11%) and May 2020 (-13%) did not change
the course of the cumulative imports. The poor import performances of the other
four states are clearly reflected by the downward-sloping and negative cumulative
differences between the 2020 and 2019 cumulative imports. On the exports side,
challenges performanceis discernible for Burundi and Uganda where cumulative 2020
exportvalues were well below the corresponding valuesin 2019, and the cumulative
differences stayed negative and worsened. Cumulative 2020 export values for Kenya,
Rwanda and Tanzania exceeded their corresponding values in 2019; their combined
mass crowd out the declines in Burundi and Uganda to produce the upward-sloping
and positive EAC-level cumulative differences seen in Panel A in Figure 4.2.

Asummative statement of the EAC overall trade performance during the COVID-19
crisisis suitably captured in Figure 4.3, where the bar charts of 2020 total trade barely
exceeded 2019 total trade between January-March and thereafter slumped below
for the rest of the 6 months (April-September) in study. Also, the line charts show
that cumulative 2020 imports did not recover to their 2019 levels between April and
September 2020, while cumulative 2020 exports exceeded 2019 exports between
January and September 2020. The gap between cumulative imports widened by
greater margins than that for exports, which implies that EAC imports contracted
at a faster rate than the rate at which exports expanded. The EAC sustained trade
deficits (negative trade balance) in both 2019 and 2020 as imports exceeded exports,
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but greater imports contraction than export expansion ended up reducing the trade
deficit. Reducing trade deficit is one of the EAC’s key macroeconomic policy objectives;
however, this reduction is not cause for much relief because it comes on the back of
significant disruptions to domestic economic activity and value chains that are heavily
dependent on imports.

Figure 4.3: EAC cumulative exports, imports, total trade and trade balance before
and during COVID-19 crisis (USS millions)
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Source: Author using data from EAC national statistical offices / bureau of statistics

Impact on direction of EAC trade in goods

In addition to reducing the volume and value of trade, the COVID-19 crisis has had
nuanced substitution effects on exports destinations and origin of imports at regional
and international levels.® At EAC level, in Figure 4.4 (panel A), intra-EAC exports to
three partner states (Kenya, Rwanda and Uganda) for which there was complete
data at the time of writing) fell drastically during March-April 2020 but while exports
to Kenya and Rwanda were nearly wiped out, exports to Uganda only fell almost
halfway. EAC exports to Kenya rebounded strongly in May, accounting for 27% (Uganda
54%, Rwanda 19%), up from 2% in April. Meanwhile, on the imports side, whereas
EAC imports from Uganda and Rwanda appear to have fallen, those from Kenya rose
around March before marginally receding in April. Thus, when EAC exports to Kenya
fell around March-April (panel A), EAC imports from Kenya (i.e., Kenya exports to
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EAC) rose (panel B). EAC imports from Uganda stayed relatively stable on a month-
on-month basis. The data also shows regional trade surplus enjoyed by Kenya and
Rwanda (receiving smaller EAC exports than imports from the two).

Figure 4.4: Intra-EAC exports and imports before and during the COVID-19 crisis
Panel A Panel B
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Source: Author using data from EAC national statistical offices / bureau of statisticsTrends in EAC trade with other
African regional economic communities (RECs) during the COVID-19 crisis are shown in Figure 4.5. From trade balance
perspective, the EAC exports (panel A) more to than it imports (panel B) from the Eastern and Southern Africa (ESA)
and Economic Community of Central African States (ECCAS) (mainly Democratic Republic of Congo) regions (trade
surplus) but runs a trade deficit with Southern African Development Community (SADC) (mainly South Africa).
Exports fell markedly during April-May 2020 while imports rose in April (led by imports from ESA) before falling back
to normal level in May 2020.

Figure 4.5: EAC trade with other African RECs before and during the COVID-19
crisis
Panel A Panel B
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Source: Author using data from EAC national statistical offices / bureau of statistics

EAC trade with countries and regions outside Africa during the crisis is shown in
Figure 4.6 (panels A-D). The EAC has clear and generally stable ‘streams’ of imports
from China (including Hong Kong and Taiwan), the Middle eastern countries, India,
the rest of Asia, the EU, USA, UK and the rest of Africa. On the side of exports, exports
to the destinations are unstable, showing wild variations month-on-month, which
denotes exportsinstability associated with commodity exports.’® The exceptions here
(in terms of wild variations) are export shares to the EU, UK and USA with whom the
EAC has had trade agreements and preferential trade schemes. This underscores the
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factthat such arrangements are good for export earnings’ stability, other things being
equal. The rich and perennial stream of imports from China, India and the Middle
East conspicuously trump the measly EAC exports to the same countries, resulting
inwide trade imbalances. The EAC is yet to enter robust trade agreements with these
countries. In terms of COVID-19 experiences, decline in exports and imports was more
on some countries than others. For example, shares of EAC exports to the Middle East,
the rest of Asia, EU and USA increased at the expense of other destinations. On the
import side, shares of imports from Africa, the Middle East, India and the EU rose at
the expense of imports from China and other sources. The variations are in line with
timing and severity of COVID-19 control measures and restrictions put in place by
various countries and regions.

Figure 4.6: EAC exports markets and sources of imports before and during the
COVID-19 crisis
Panel A: Exports destinations Panel B: Imports origin
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Source: Author using data from EAC national statistical offices / bureau of statistics

Impact on composition of trade in goods

Within the context of depressed overall export volumes and values, the EAC increased
exports of its low value added agricultural and mining sector (fuels, metals) products
during the pandemic period by 9.5% and 33.9%, respectively, while external demand
for its horticultural (-9.5%), (light) manufactures (-3.9%), machinery and transport
equipment (-22.7%) and consumer goods (-39.9%) dried up under the heat of COVID-19
control restrictions (Figure 4.7). These developments affected the commodities’
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relative importance in the EAC’s export basket, prominently raising the shares for
mining/fuels/metals from 34% to 41% in a sector with limited backward linkages in
the region, implying only a small segment of the population directly benefited from
the apparent export increases. The agricultural sector maintained its share of 34%
of exports during the two comparative periods.

On the side of imports (Figure 4.8), the overall decreases in EAC imports were felt
most on mining/fuels/metals products (-31.1%), machinery and transport equipment
(-20%) and manufactures (-1.7%). Imports of food products barely rose by 1.6% while
“other” (consumer goods, not-elsewhere-classified) increased by 13.6%.* Imports
of most healthcare products are covered in manufactures and “other”, both of which
show increased relative importance as their shares rose from 31%-35% and 12%-15%,
respectively.

Figure 4.7: EAC exports composition before and during the COVID-19 crisis

FAC, Total Exports by product category during the first six months of 2019 and 2020
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Figure 4.8: EAC imports composition before and during the COVID-19 crisis

FAC, Total inports by product category dming the first six months of 2019 and 2020
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Impact on services trade

Services trade is an important component of EAC economic activity, accounting for
9.5%-21.6% of GDP. Available data shows a cliff-edge drop in EACs services trade as both
exports and imports fell drastically from their ‘normal’ trend levels in the last quarter of
2019 (Q4) to the abyss in 2020:Q2 (Figure 4.9). Exports felt the impact earlier in 2020:Q1
(17% quarterly decline) when at the time imports rose by 2%. Both exports and imports
fell massively by 83% (from US$ 4.023 billion to USS$ 681 million) and 59% (from US$ 3.512
billion), respectively, leading to overall services trade decline by 72% during 2020:Q2 and a
services trade account deficit (USS 760 million) for the first time in one-and-half years under
review. The major trade partners such as China and India joined by the West instituted in-
bound entry restrictions earlier than out-bound passenger controls, and border closures
in the EAC were effected in 2020:Q2. Resilience of commercial services trade owes to
e-commerce, which was able to continue with reduced face-to-face interaction aided by
digitalization, while travel services trade virtually collapsed by 2020:Q2.

Figure 4.9: EAC services exports and imports before and during the COVID-19
crisis (USS millions)
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Source: Author

Tourism dominates travel services trade in the EAC and is a particularly important
sector in the EAC economy (8.8% of EAC GDP) and foreign exchange earner. Tourism
spending in the EAC increased from an average of USS$ 4.787 billion per year during
2010-2014to USS$ 5.276 billion peryear during 2015-2018 (Figure 4.10). Tourism spending
accounted for respectable shares of total exports ranging between 15% and 28% during
2015-2018 in Tanzania (USS 2.201 billion annually), Kenya USS 1.544 billion, Uganda
USS 1.042 billion and Rwanda USS 0.487 billion in descending order of importance in
export baskets. Tourism is underdeveloped in Burundi, accounting for only 1.2% of
exports during 2015-2018. Tourism earnings as a share of exports and absolute value
tended to decline in Kenya but the steady growth in Tanzania and Rwanda, combined
with mild swings in Uganda, led to overall increases at regional level.

Looking at the magnitudes of tourism spending and collapse in travel services trade
in the EAC, it is easy to appreciate the devastating blow that the pandemic inflicted on
the region’s tourism sector as travel services virtually collapsed, wiping out billions
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of US dollars in foreign exchange earnings. The damage in this instance reverberated
through the entire value chain, including national and regional airlines, suppliers of
foods and beverages. Worse, COVID-19 compounded the sector’s already challenged
structure and profile due to a number of factors identified by the EAC 6th Development
Strategy 2021/22-2025/26 as including “a narrow range of tourism products; inadequate
and inefficientinfrastructure; insecurity; negative advisories from some source markets
that are issued from time to time; stiff competition from relatively less costly travel
destinations;inadequate financial and human resource; absence of harmonized policies
and strategies; inadequate joint tourism promotion in international and regional
markets; lack of common approach to implementation of international and regional
treaties or agreements; inadequate research and development; and an under-developed
framework for e-tourism and online transactions.”

Figure 4.10: Impact of the COVID-19 crisis on tourism spending in the EAC
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Given its high relative importance, tourism should be prioritized for special support
and preparedness to catch the early waves (when skies reopen) of COVID-19 fatigued
and travel-starved tourists seeking gateway holidays and business travel. Tourist
destinationsin South Asia and the Pacific (e.g., Maldives, Thailand and Fiji) and other
parts of Africa (e.g. Mauritius, Seychelles) at similar or further distance to the EAC
from major global economies will pose significant competition, most of whom are
set to offer massively low-budget promotional holiday packages to maximize sales
(over short-term profit).

The hospitality industry and airliners, aided by government support in improving
strategic infrastructure and security and fiscal incentives should come together to
invent new competitive holiday packages if they are to win a bigger share of the soon-
to-be-unleashed tourism from both international and regional sources and millennials.
The EAC should leverage on digital technology for marketing and e-tourism, short-term
recruitment and hosting of leading influencers on social and other media in target
major tourism source markets. Equally important, partner states should expedite
approval and implementation of strategic interventions for tourism contained in
the 6th Development Strategy including “Development and Implementation of EAC
Tourism Marketing Strategy and Tourism Recovery Plan”.

Impact on trade facilitation

The COVID-19 pandemic has tested the EAC and other regions in varying ways and
extents that exposed the scale of unfinished business and fragility of cooperation in
tradefacilitation despite the progress made by the regionin this regard. Tradefacilitation
inthe EACis guided by the EAC-CU and EAC-CM protocols and operationalized through
legal and regulatory instruments, including the East African Customs Management
Act (EACCMA) 2004, which is aligned to the Revised Kyoto Convention (RKC) of the
World Customs Organization (WCO) and the Trade Facilitation Agreement (TFA) of the
WTO, the EAC Elimination of Non-Tariff Barriers Act 2017, EAC One-Stop-Border Post
Act, among others. The region champions automation in trade facilitation through
implementation of national Electronic Single Window systems, Revenue Authority
Digital Data Exchange (RADDEX) system for exchange of information between partner
states Customs Management Systems to reduce the times and transaction costs of
cargo clearance by providing a secure mechanism of confirmation of transit, export
and import cargo details electronically. The EAC encourages cooperation among
partner states customs administrations and involvement of stakeholders from trade-
supporting/regulatory ministries, departments and agencies and the private sectorin
National Trade Facilitation Committees (NTFC)-a requirement under the WTO TFA-for
effective cooperation on trade facilitation and customs compliance issues.

Due to varying extents of resource and capacity challenges faced by partner states
to implement best practice trade facilitation measures (as seen in sub-section 2.5 on
the discussion of logistics performance as a proxy of the state of trade facilitation),
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the EAC is yet to reach full harmonization. Incomplete harmonization is one of the
sources of continuing trade facilitation frictions and as a result is compromising
trade competitiveness and realization of full trade and economic growth potential.
Consultations with the EAC partner states on their experiences with trading and
trade facilitation during the COVID-19 crisis reveal that despite respectable progress
made by the region particularly compared to the other African RECs, there still room
to improve (Table 4.2). For example, improvements are needed on harmonizing
documentation and border compliance issues on requirements, product standards,
testing and quarantine for frequent truckers, taxes and duties on trade and extra
payments to staff (including bribes), collaboration and coordination among border
agencies, limited facilities (for normal times and social distancing), low technology
connectivity.

It was not surprising, therefore, that when the number of COVID-19 cases in the EAC
started increasing, the first instincts of each partner state was to secure borders by
introducing additional entry conditions that included testing inbound passenger and
cargo truckers for COVID-19. Furthermore, the mannerin which additional/emergency
cross border entry conditions were introduced and enforced is also revealing. For
example, neither were the NTFCs sufficiently involved in the ad hoc emergency
committees (UNCTAD, 2020), nor did partner states consult and coordinate with each
other as stakeholders in the crafting of the additional entry conditions, despite there
being regional mechanisms for doing so.

Eventually, the partner states worked together and introduced the “EAC
Administrative Guidelines to Facilitate Movement of Goods and Services during the
COVID-19 Pandemic”, which seeks to promote multisectoral and coordinated approach,
harmonize COVID-19 controls to ensure common interpretation and application,
providing access at all designated points for entry and exit of goods, and treating
cross border movement of trucks and cargo as essential services.

Table 4.2: EAC partner states selected trade and trade facilitation experiences
during the COVID-19 crisis

Trade actor Challenges related to Challenges related to Other trade
trade policy measures | Customs and trade challenges

facilitation

Exporters « Unharmonized « Few personnel to provide the | « Reduced working

(exporting requirements services hours

within EAC) « Insufficient information on « Limited finance
requirements

Exporters « Interfacing multiple « Regulations (SPS measures) « Multiple

(exporting to facilitating agencies and high costs documentations

outside EAC) « Some staff working remotely

Importers « Unharmonized « Long lines at the borders + Delays at the

(importing requirements and « Restrictions on use of private border

from within standards bonded warehouses

EAC)

continued next page
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Table 4.2 Continued
Trade actor Challenges related to Challenges related to Other trade
trade policy measures | Customs and trade challenges
facilitation

Cross-Border
Traders (ICBTs)

« Police harassment,
insecurity

Importers « Limited international « Long time/delays for trade « Delivery-related
(importing transportation clearance delays
from outside « High taxes « High taxes and duties « High transport
EAC) costs
Cross-border | « Testing and « Trade clearance delays + Delays at the
truckers quarantines not border
harmonized « Poor infrastructure,
« Road tolls and axel roadblocks
limits not harmonized » Ungazetted fees
Informal « Restricted movements | « Lack of sensitization on

Simplified Trade Regime

Customs and
other border

« Facilities not good for
social distancing

among agencies in
trade facilitation

agencies « Low technology

connectivity
Clearing « Extra payments to staff Reduced staff at the
agents and new requirements borders

» Work permit

requirements for

clearing agents
Other trade « Limited collaboration
actors and coordination

Source: Author, using findings from consultations with EAC partner States

In the intervening period (before the ‘Administrative-Guidelines’ were issued and
effected), individual country additional entry measures choked cross border flow
of passengers and trade cargo, resulting in traffic congestions, which in some cases
stretched as long as 65 kilometres and crossing the border took as long as 7 days and
longer, for example month-long delays reported by The Wall Street Journal’s (Bariyo,
2020). Each partner state border agencies insisted on carrying out their own COVID-19

tests on truck drivers
(considered keyvectors
of transmission)
whose results would
take 4-7 days, and
drivers required to
quarantine for 14
days. For example,
the East African online
reported that Rwanda

Slow COVID-19 testing

result in long queuces such as this on

Bungoma-Malaba Highway, and costly delays. Reported by The
East African, 23 September 2020, under the heading " High
costs, delays as Rwanda truckers stopped over COVID-19 "

Normally, it takes Abdiyare Muhamed,
a 27-year-old truck driver from Kenya,
about a week to make the 1,000-mile
trip from the Indian Ocean port of
Mombasa to the South Sudanese
capital, Juba. Now, with African
authorities concerned about a surge in
Covid-19 cases among truckers, the

. same journey takes more than a month.
. Along East Africa’s borders, medical

workers in hazmat suits take throat
swabs from truck drivers in makeshift

clinics to test whether they have the
virus that causes the disease, creating
Wall Street Journal, 12 June 2020.
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and Tanzania did not recognize each other’s COVID-19 tests, insisting on doing their
own tests that would take days before results are known (Gahigi, 2020). As if the
burdensome and costly undue delayed border crossing times were not enough,
further costs on trade were piled on by high demurrage and related costs (Gahigi,
2020) and bribes demanded by/paid to a few unscrupulous public agency officials to
issue fake negative COVID-19 test results or test exemptions. For example, the Uganda
Long Distance and Heavy Truck Drivers Association reported that their drivers and
associates paid bribes of up to USS 40-USS 60 for fake negative COVID-19 certificates
(multiple certificates for multiple border crossing) or to cross the border without a
COVID-19 test, which undermined pandemic control (Clottey, 2020).

The extra cross-border health safety measures, staff reductions in lockdowns
to minimize COVID-19 spread and uncoordinated COVID-19 test and clearance
requirements drastically constricted the fledgling EAC trade facilitation systems and
thwarted the gains made inimplementation of the Single Customs Territory, One-Stop
Border Posts, pre-arrival processing, cargo tracking, and the Simplified Trade Regime.

Inthe wake of these COVID-19-induced border crossing challenges, the EAC received
donor financial support to introduce its Regional Electronic Cargo and Driver Tracking
System (RECDTS) in all six partner States and also logistically-important neighbouring
Democratic Republic of Congo - DRC (EABC, 2020; FEAFFA, 2020). RECDTS is a mobile-
phone application forissuing EAC COVID-19 digital certificates mutually recognized by
all partner States. RECDTS eliminates the need for multiple testing in different partner
states and fake certificates, thereby ensuring smooth flow of cargo and other traffic
at East Africa border crossing points (EABC, 2020). Also, with financial support from
TMEA and UNCTAD expertise, the EAC Secretariat provided further capacity building
(nine-week e-learning course on trade logistics) to more than 130 NTFC members
from all EAC partner States, except South Sudan (UNCTAD, 2020).

Furthermore, the EAC received support from TMEA to implement a “Safe Trade
Initiative” whose key objectives included “making the ports, borders and critical
supply chains safe for trade, ensuring food security and access to critically required
medicines, and supporting measures that prevent jobs losses and support exports.”
This initiative delivered support for application of consistent protocols across the
region on key touchpoints, provision of personal protective equipment, increasing
number of COVID-19 tests administered at border crossing points, providing
quarantine facilities, supporting stakeholder engagements through established
structures, supporting sensitization activities for border communities and supporting
advocacy initiatives.

In above, COVID-19 kraaled partner States into working together to develop and
implement solutions to common problems, including problems stemming from NTBs
disguised as non-tariff measures to protect public health and safety. It is also worth
noting that some partner States introduce NTBs against one or more other partner
States traded goods in retaliation over non-trade disputes (e.g., immigration or
political disagreements). EAC partner States need to abide by regionaland multilateral
trade laws they signed up to, including the EAC Elimination of Non-Tariff Barriers Act
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2017 (see Articles 5 (1), which explicitly prohibits partner States from engaging in
trade practices, customs procedures orimposing any other measures that constitute
non-tariff barriers or any other discriminatory practices), and the WTO TFA and other
international conventions onimproving TF, including those championed by the World
Customs Organization (WCO), which promotes frictionless and gainful trade between
countries.

EAC partner States need to work harder to stay focused on the bigger prize of
mutually beneficial regional economic integration enshrined in the EAC Treaty and
resist being distracted by fleeting frictions and non-trade matters. In this connection,
it is also important that EAC partner States address mistrust issues that are potent
trigger for erecting artificial procedural barriers that quickly turn into NTBs. There
are ways that trust between partner States can be enhanced, including through open
audits of changes in trade facilitation procedures and processes by other partner
States, regular short-term (3-6 months) senior staff exchanges in trade facilitation.

Impact on E-Commerce

Restrictions on human physical contacts to control the spread of COVID-19 has led to
a worldwide phenomenal growth in the application of digital platforms for payment
and (some) consumption of goods and services using digital technology devices,
including smartphones, laptops, desktops, inter alia. The EAC has captured a portion
ofthisincreased e-commerce, helped in part by the recent increase in mobile network
and connectivity penetration, notwithstanding the challenging terrain concerning
inadequate e-commerce legal frameworks, limited coverage of telecommunication
infrastructure, high-cost products and services, and the cost of buying smartphones
in the context of low disposable income per capita (Zgovu, 2020). Comprehensive
datasets on the scope of e-commerce in the region are still developing, hence it is not
possible to paint a complete picture of its dimensions and scale. Overviews of the
environment for and levels of e-commerce in EAC partner states follow.

Burundi has relatively low digital technology capacity and activity in terms of
mobile connections, internet usage, financial inclusion and mobile connectivity
(Zgovu, 2020). E-commerce plays a limited economic role, projected to be worth US$
5.0 million or 0.14% of GDP in 2020. The average user spends US$ 8.19 annually*2. Itis
estimated e-commerce will grow by 20% in 2020, in large part driven by the COVID-19
crisis-induced surge in demand for online-supported transactions. The popular
products traded are fashion products (US$ 2.0 million), followed by electronics and
media products.

Rwanda boasts a relatively good level of e-commerce preparedness, with above
average state of mobile network infrastructure (index 63/100), 73% of the population
with mobile connection, second fastest internet speeds in the EAC (17.3 mbps) and
highest quarterly growth in advertising reach (on Facebook, 14%) in EAC in 2019
(Zgovu, 2020). E-commerce is forecast to grow by 21% to reach USS$ 62 million in
2020 on the back of increased consumption of online digital services accelerated by
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the challenges of physical trading in pandemic times. The average user spends US$
25.135, more than thrice the spend in Burundi. Commonly purchased productsinclude
fashion, electronics and media, the latter being particularly useful for information
sharing during the pandemic. The challenges include falling number of mobile
connections (by 1.6% in 2019), generally lower scores on other metrics including
financialinclusion and mobile connectivity (excluding mobile network infrastructure),
and poverty (56.5% of residents living on less than US$ 1.90 a day).

South Sudan has mobile connections, internet usage, highest average mobile
connectivity index (58) in the EAC and disposable income (the second highest GNI per
capita of US$ 1,090 per annum during 2015-2019). No data is available on e-commerce
growth forecast; however, the above show foundations of promising potential for
e-commerce, and the COVID-19 crisis is likely to have intensified e-commerce. The
country faces challenges in underdeveloped institutional frameworks, and logistics.

E-commerce in Tanzania is forecast to be worth US$ 160 million in 2020 and with
grow from 18.2% annually over 2020-2024 to reach US$ 312 million by 2024.** During
a 10-month period 2016-2017, residents effected mobile money transfers valued at
USS$ 21.73 billion. Average spend per user is lower than in Rwanda, estimated at US$
22.80. This level of e-commerce is built on the largest population and third highest
disposable income (US$ 1,004 during 2015-2019) by EAC standards, highest literacy
rates (73% for females), highest urban population (34%) and the second highest
proportion of residents using the internet. The challenges faced include low capacity
mobile network infrastructure (only ahead of Burundi), affordability of devices and
services, availability of relevant content and services, and financial inclusion (only
better than one partner state) (Zgovu, 2020).

Uganda’s e-commerce s projected to grow by 20.5% to US$ 173.0 million on account
of positive trends in key determinants, including high literacy rates, growing 3G-5G
broadband connections (49% of connections), growth in social media consumption
(27%), mobile money account ownership (51% of persons aged 15+ years) and equally
important, COVID-19-induced growth in use of online platform services. The popular
e-commerce purchasesin 2019 and 2020 are fashion (US$ 58.0 million) and electronics
and media (combined value US$ 50.8 million).** Average revenue per user is estimated
at USS$ 22.73 within the range of values seen in Rwanda (US$ 25.13) and Tanzania (US
22.80) well below the values in South Africa (USS 232) and Netherlands (USS$ 1,986)
on one of the top endpoints in this respect (Zgovu, 2020).

Kenya has the largest consumer of e-commerce goods by volume and value in
the EAC, estimated at decent levels of USS$ 640 million - but far less than South Africa
(USS 3.31 billion) and world leader Netherlands (US$ 14.53 billion). The bulk of
Kenya’s payments involve use of cash (44%) on delivery, followed by ‘other’ means
(33%) being principally mobile money accounts and lastly credit cards (23%). More
advanced e-commerce Netherlands uses bank transfer (65% of payments) most, and
credit cards (41%) in South Africa. Kenya’s digitally-enabled consumer payments (for
all products and services) were US$ 2.3 billion, representing a notable 2.4% of GDP in
2019. Digital advertisingis an important element of e-commerce in Kenya, estimated
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at USS 244.0 million, the bulk of which is from social media advertising (US$ 115.0
million) in 2019. The factors behind Kenya’s e-commerce growth include a relatively
high GNI per capita (US$ 1,482), growing at 3% annually, high mobile connections and
internet usage rates, fastest internet speeds in EAC, financial inclusion and mobile
connectivity, online consumer purchases and digital advertising. The COVID-19
pandemic spurred further adoption of digital technologies and e-commerce; the
2020 e-commerce value forecast is USS$ 1.093 billion in 2020 and US$ 2.243 billion
by 2024. The products involved include home electronic appliances and media (US$
431 million), fashion and apparel, groceries, food, furniture, mobile phones, flowers,
beauty products, pharmaceuticals, vehicles and real estate.

E-commerce has played an important role in trade continuity, to a small extent
relative to normal trade levels, during the COVID-19 pandemic. Digital technology has
also been useful in trade faciltation and e-commerce, including reporting of NTBs at
the borders and tracking and tracing cargo and truck drivers, inter alia, as alluded to
already. There are opportunities forincreased role and effectiveness and contribution
to user welfare, but there are challenges standing in the way. All EAC partner states
face challenges associated with underdeveloped legal and regulatory institutional
frameworks that constrain market entry and comptition. Other challenges include
data protection and security for consumer protection and confidence, inadequate
telecommunication infrastructure.



5. Conclusion and policy implications

Summary of findings and conclusions

The paper has investigated EAC regional trade policy experience during the COVID-19
crisis with a view to contributing to charting an evidence-based way forward to
reinvigorate regional and extra-regional trade post-COVID-19 crisis for sustainable
economic growth and development of the region. As part of this process, the paper
examined the prevailing economic and trade fundamentals to contextualize the
effects of the crisis and response measures taken by partner States. This is cognizant
of the fact that, in some cases, the crisis accentuated pre-existing structural and
systemic stresses, leading to amplified effects while in other cases the effects of the
crisis were moderated by improvements in the EAC trade-ecosystems, for example
regional trade integration and improved trade facilitation capacities in the EAC
Customs Union.

Some of the key findings are that EAC trade was growing steadily pre-COVID-19,
partly on account of growing international demand for commodity exports and
preferential access to markets with trade agreements. However, some of the
fundamentals were already weak; for example sub-optimal policy and regulatory
harmonization, coordination, implementation and review and monitoring
mechanisms. Furthermore, unresolved supply-side constraints including productive
infrastructure and capacity for trade compliance, low domestic/regional supply
capacity to meet domestic/regional demand (heavy reliance on imports), leading
to untapped export potentials despite good progress in trade facilitation, and
investment climate. Consequently, the COVID-19 crisis preyed on fragile trade
fundamentals and hit the weakest and vulnerable the hardest. In response to the
crisis, EAC partner States introduced national and later regional emergence health
control measures, including COVID-19 testing at the borders, recognition of each
other’s pass test certificates, enhanced tracking of trucks with truck-drivers viewed
as potent vectors of the virus spread, and expedited clearance of medical and
supporting personal protective equipment.

40



East ArricAN CoMMUNITY REGIONAL TRADE Poricy AMipsT THE COVID-19 Crisis 41

The COVID-19 crisis has ebbed and flowed in three noticeable global waves with
the emergence of the first (Chinese) and new variants of the virus in the third (UK
strain) and fourth (South African strain) quarters of 2020. The EAC recorded dramatic
trade and economic declines during March-May 2020 before posting tepid rebounds
from June through August-September 2020 but these were dampened by the effects
of second and third waves of the virus. In fact, like for many other regions, the EAC
trade has not had an effective trade recovery that compensates over and above the
losses experienced in 2020 vis-a-vis 2019 trade performance.

Both goods and services trade have been adversely affected but services, in
particular tourism and hospitality sectors, have been mostimpacted due to worldwide
restrictions and for some time bans on international passenger travels. Given the
significant importance of tourism in the EAC value chains and export trade basket,
the adverse short-term and medium-term output, employment and income effects
have unquestionably been immense for the region.

Restrictions on movements provided furtherimpetus for domestic e-commerce to
blossom, but these are largely dominated by mobile money transfers, concentrated
in urban centres, and involve more males than females and consumer goods than
investment spending. E-commerce would have played a greater role in these
times were it not for undeveloped and uncoordinated supportive legal and market
institutions, telecommunication infrastructure and generally low economic purchasing
power of the population. The crisis has clearly shown that the future is digital and
the EAC needs to start working more seriously than before to invest in setting up
the necessary institutions, infrastructure and digital technology uptake among its
populations.

The pain of the COVID-19 crisis has been felt more acutely in economies heavily
reliant on disintegrated global value chains. The crisis reawakens the urgency for
developing and maintaining strong domestic and regional industrial clusters to meet
local, regional and global export market demands. This is not a call for empirically
retrogressive inward-looking import-substitution regimes but for growing industries
that can compete with imports in domestic markets and other exportsinregional and
global markets. After all, it has been shown that the EAC has considerable untapped
export potential to be exploited. In this connection, improving trade facilitation
further and taking full advantage of preferential trade agreements offer useful export
market access avenues, subject to the EAC having the capacity to comply with access
conditions that have largely shifted from tariffs to non-tariff measures. Mobilizing
for trade development assistance in trade agreements and other arrangements is an
important aspect here.
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Way forward

The COVID-19 crisis brought to the forefront the importance of maintaining strong
trade fundamentals and base, regional harmonization and coordination, reserve
domestic/regional capacity, digital technology and e-commerce, the need to grow
and expand access to strategic markets (e.g. AfCFTA opportunity). The findings of the
paper suggest that the EAC needs to consider addressing/implementing the following
as a way forward:

« Expedite full harmonization and coordination for synergies and scale economies
in trade management and facilitation:

- Trade clearance procedures and processes, including issuance and approvals
of permits and certifications, including for COVID-19 trade standards and
assessment of their conformity;

- Increased digitalization of trade clearance procedures and processes, to
do away with currently commonplace submission and exchange of hard
copy documents and human inspection and approvals. Progress made
by some partner States (e.g. operating electronic single window systems)
is acknowledged but more digitalization is needed to change the modus
operandito complete paperless document submission, exchange, and receipt
of approvals and e-payments of charges due to reduce the cost of doing trade.
COVID-19 control measures, including social distancing, reduced border agency
staff, minimized contact with surfaces potentially exposed to the coronavirus
coupled with limited paperless trade contributed to long cargo traffic queues
attheborders, costing trade in extended border crossing times and resources.

- Fully implementing the WTO-TFA, which also covers paperless customs and
trade facilitation, and also provisions where the EAC lags behind or not fully
developed, for example on advance ruling (Article 3), Article 7 (on release
and clearance of goods including: pre-arrival processing; electronic payment;
allowing the release of goods prior to the final determination of customs
duties, taxes, fees, and charges; risk management; post clearance audit; TF for
authorized operators, expedited release of goods entered through air cargo
facilities and freedom of transit (Article 11).

- EAC partner States should work harder to resist being distracted by fleeting
political frictions and other non-trade matters and instead keep focused
on the bigger prize of mutually beneficial regional economic integration
enshrined in the EAC Treaty. Trade should be preserved as a sacred boon, not
a weapon to even or settle differences. In this regard, it is important that EAC
partner States address mistrust issues that foment erection of artificial trade
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clearance procedural hurdles that translate into NTBs. EAC partner States
should deepen trust by instituting programmes of open audits of changes in
trade facilitation procedures and processes, complemented by regular short-
term (3-6 months) senior Customs staff exchanges, in addition to existing
cooperation arrangements between customs administrations.

+ Reviveanddeepen linkages and integration of domestic value chainsinto regional
and international value chains. In this regard, EAC should expedite implementation
of its well-illustrated regional trade policy, special economic zone (SEZ) strategy,
and the EAC COVID-19 Recovery Plan.

+ One of the major hurdles to effective export market access faced by developing
countriesis lack of adequate capacity to comprehensively comply with legitimate
non-tariff measures (NTMs), including for Sanitary and Phyto-Sanitary (SPS),
technical and standards specifications and conformity assessment of the same.
Thus, EAC partner States should redouble efforts to mobilize and invest resources
to develop requisite trade and market access compliance capacities in preferential
and open global export markets.

+ EACshould fully embrace and advance growth and development of e-commerce
that has also been a lifeline for domestic commerce and international trade for
major global economies during the crisis. The initial conditions for e-commerce
growthinthe region are weak, but the EAC cannot afford to allow the digital-divide
to widen further and open another angle of marginalization in an increasingly
digitalized world economy. To this end, the EAC needs to develop e-commerce with
supportive regulatory environment and culture, including on data protection, data
security, market entry for competition, product pricing, deliberate community-
level digital literacy interventions with supporting curriculum, supporting local
content creation for greater citizen participation and consumer welfare growth.
The EAC should leverage on data analytics using growing social media data to
help e-commerce operators deepen and widen scope and reach of e-commerce.

« The EAC desires to ratify the AfCFTA and other trade agreements as a bloc
region. At the time of writing, some EAC partner States are ready to ratify and
startimplementing the AfCFTA, the EAC-EU EPA, the EAC-UK EPA and other trade
agreements while others are yet to decide to ratify for one reason or another. This
means there is need to intensify preparatory work and ratify AfCFTA and other
trade agreements to seize advantageous positions (early bird) and opportunities
before preferential margins erode for late comers as trade partners enter similar
preferential trade agreements with third parties.

« EAC partner States should identify and programme short-term support to ‘quick
wins’ key sectors where there will be immediate increase in demand when the
world reopens. For example, in tourism, the EAC should introduce attractive
holiday packages and early campaigns, improving on what was previously offered
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before the COVID-19 crisis to be competitive tourist destinations. Competitors
in Thailand, Maldives, Seychelles, and South Africa have gone into overdrive
advertising with substantially discounted holiday packages in source markets in
readiness for reopening. In this regard, EAC hoteliers, airlines, their value chains,
with government support, should work together to formulate competitive holiday/
business travel packages. Global influencers on social media should also be
brought on board to assist with promoting visibility and good image and translate
that into business. The governments should beef-up supportive infrastructure
(even site-specific), security, reduce or eliminate some of the tourist costs - visa
fees, departure tax. The EAC Secretariat should set up and maintain updated
database of measures of competitiveness of EAC partner states and competitors
in tourism and other products.

One of the problems that developing countries face in global export markets
is limited visibility, and consumer unawareness, which gets more complicated
in today’s highly globalized value chains. To address this, EAC partner states
need to invest more in raising their products’ profile and visibility in the
relevant value chains through effective information and visibility campaigns
on business/investment, trade, tourism opportunities in the region, including
through leveraging EAC-trade partner business associations, engaging major
global and regional product distributors, introducing visible links on webpages
of all government institutions, the EAC Secretariat, leading national and regional
organizations, social media platforms, and other globally patronized media. Export
promotion agencies need more capacitation to do more effective horizon-scanning
for market intelligence to expand and win trade opportunities where traditional
suppliers are weak/slow to respond to demand.

Maintain updated EAC trade statistics to support the widely acknowledged
evidence-based policy making and implementation in the region. Partner states
should harmonize templates for reporting trade data (e.g. monthly trade flows)
to allow easy direct comparison of performance across the region.



Notes

1.

See https://www.who.int/emergencies/diseases/novel-coronavirus-2019/events-as-
they-happen Accessed 20 November 2020.

Established under Article 75 of the Treaty for the Establishment of the East African
Community.

EVIis one of the criteria used by the United Nation (UN)’s Economic and Social Council
(ECOSOC) when assessing countries for graduation from the Least Developed Countries
(LDC) status. The other criteria are gross national income (GNI), calculated from national
accounts data converted into USD US$ using the World Bank Atlas method to control for
short-term exchange rate fluctuations), and Human Assets Index (HAI), which measures
the level of human capital, captured by health and education sub-indices.

The overall EVI also includes measures on Share share of population living in low
elevated coastal zones (LECZ), Population population living in drylands (DRY) and
Victims victims of disasters (VIC) that are not shown in the table.

NTM frequency ratio measures the number of product lines subject to NTMs expressed
asaproportion of all products, while NTM coverage ratio is defined as the share of trade
in a given product range subject to NTMs. Both ratios have limitations in that they do
not tell us about the restrictiveness or impact of the various NTMs listed on trade; the
NTM frequency ratio does not take into consideration the variety of NTMs per product
(equal weights are assumed), inter alia.

The Export Potential Map identifies products/commodities, markets and suppliers
with (untapped) export potential as well asand opportunities for export diversification
for226 countries and territories and 4,363 products. Based on the ITC export potential
and diversification assessment methodology, it evaluates export performance, the
target market's demand and tariff conditions as well asand bilateral links between
the exporting country and target market to provide a unique ranking of untapped
opportunities. The estimated export potential dollar value serves as a benchmark
for comparison with actual export performance and should not be interpreted as a
ceiling value. In reality, , the actual trade value may be below or above the potential
value.
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10.

11.

12.

13.

14.

15.
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A large number (top 20) of commodities is used here in attempt to capture and show
export commodities from all six EAC Partner partner States. Otherwise, due to space
limitations, fewer (top 9) commodities are considered in the analyses and discussion
that follows.

Also, data on trade values data is used due to incomplete trade volume and unit value
datasets. Thus, exchange rate fluctuations might be an important factor in some of the
observed value movements, but no wild exchange rate fluctuations have been reported

in the EAC during the period of analysis.

Analysis of direction of trade is limited to June 2020 because of lack of complete trade
data disaggregated by exports destinations and import origins beyond June 2020.

Exports of gold to the Middle East in May and September 2019 by Burundi account for
the region’s outlier surges in panel A.

Uganda imports data not available at the time of the study.

See https://www.statista.com/outlook/243/183/ecommerce/burundi.
See https://www.statista.com/outlook/243/305/ecommerce/rwanda.
https://www.statista.com/outlook/243/344/ecommerce/tanzania.

https://www.gsma.com/sotir/wp-content/uploads/2020/03/GSMA-State-of-the-
Industry-Report-on-Mobile-Money-2019-Full-Report.pdf.
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Table Al: EAC export market analysis - Potential exports, actual exports and
untapped export potential by commodity and main markets

Market's
Potential Export Untapped Expanding
supply to the Actual EAC expansion potential Curent  exports by
market given  Export  Untapped | neededto | Potential Actualworld  excluding EACs  EACsmke
current Supply to  potential by| exhaust |(demand)in exportsto the Untapped sharein share on
conditions  the market EAC (USS | potenfial |the market market(USS Potentialby |the market outstanding
(USS mn) (USS mn) ) (%) (USS mn) mn) EAC (USS mn) (%) Untapped
a b c d=cia e £ £ h=bf E(0+h¥%yrz
Overall (selected
goods) 10,795.9 6,782.5 43554 &0 58,719.3 37,196.0 32,840.6 18 3,791.5
090111: Caffee, not roasted, n ot decaffein ated
1A 3482 143 115.1 67 7.300. 43000 41849 3 626
2 [Netherlands 1200 4 105.6 12 14.1 334 4481 3 92
3 |Tapan 2000 3 8.4 66 1.900.0 2000 11316 11 76.8
4 |Belzinm 1626 g 50.6 63 1.600.0 000.0 940.4 10 66.7
3 [France 06.7 472 50.3 43 9319 5758 525.5 8 401
6 |Germatry 3213 280.6 432 87 4.400.0 27000 1,656.8 10 193.0
7Ttaly 2079 166.3 41.9 80 23000 1400.0 13581 i2 107.5
8 |Saudi Arabia 1589 1222 36.7 77 mne 1592 122.5 77 634
9 United Kingd om T0.8 420 .5 36 3334 4854 467.9 8 87
10|South Ko 881 76.7 17. 80 706 4248 407.4 i8 51.8
Sub-total 1,776.7 12151 560.7 M 21,178.4 12,3139 12,2442 10 T99.8
(90240: Black Tea Packings=3kg
1 |Pakistan 6416 023 139.1 78 00.0 3518 4127 91 3358
2[UBA 134 10.9 102.5 I 317.0 36.6 841 ] 6.4
3 [Russia 1523 384 93.0 39 623.1 3746 1816 16 293
4 [Egvet 2878 36 T4.9 4 493 8 2401 165.2 89 307
5 |Kazalkhstan 011 41.0 50.1 43 3.0 73, 250 33 b}
6 United Kingd om 2006 160. 48.6 76 4612 . 1281 j& 00.7
T|UAE 1173 0. 274 77 286 1744 147. j2 423
8| Afohanstan 600 50.8 19.0 73 bt} 66.1 47. 77 36.1
9|Sudan 3l 4.7 18.8 66 0.7 448 26.00 100 33
10|Vemen 370 48.0 2.0 84 85.9 48.8 39.8 98 30.7
Sub-toml 1,787.3 12211 5824 i3 3,600.8 1,040.0 1457, 60 774.8
12074: Sesamum
1 00.0 370.0 503.3 34 2.100.0 000.0 496.7 7 30
2 117. 39 0.1 32 336.0 2474 167.3 16 ]
3L 1300 82 76.8 49 216.7 100.3 15 73 349
4[Egypt 14738 318 65.9 i3 178.0 933 29.6 86 43
5|8 andi Arabia 100.8 69.3 5.3 i3 130.8 0.5 152 86 78
6| Turkey 13.0 61.4 515 i 4458 2315 178.0 27 50.8
7 |Israzl 154 733 42.0 64 1328 93.6 53.6 77 27
8|S outh Knra 36.6 33 3 I 2500 131.4 100.1 4 36
OUEA 332 22 ) M 0.5 68.6 3746 3 0.8
10 |Jordan 400 352 19.8 jl 67.5 398 20.0 88 20.8
| |Sub-total 1.954.5 10192 968.0 J0 3,879.1 1,000.6 1,131.6 49 509.9
0905: Vanilla
1B A 3802 M2 3.0 39 ™7 4382 1182 73 790
2 |France 326.8 1847 142.1 7 2205 T8.4 84 15.6
3 |Germatmy 1740 103.1 TL6 39 1323 60.7 78 92
4|Canada 619 36.1 26.4 37 4 478 214 76 a7
3 (Nanritins 374 3. 144 37 612 350 10.6 93 L
6 [MNetherlands 473 253 213 i 5135 348 13.0 73 43
7 |India 251 6.6 20.8 17 32 17.0 -38 39 0.9
8|S witzerhnd 311 10.9 0.2 33 378 27 15 48 33
9 |Tapan 376 188 19.0 49 57 217 8.7 68 .
10 [United Kingd om 158 40 125 2] 06 13.0 0.5 31 0.5
Sub-total 1.357.2 T67.0 507.8 44 1,691.8 1.009.0 411.2 76 136.2
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Market's
Potential Expart Untapped Expanding
supply to the Actual EAC expansion potential Current  exports by
market given  Export  Untapped | needed to | Potential Actualworld  excluding EACs EAC'smla
current Supply tv  potentialby| evhoust |(demand)in exports tothe Untapped share in share om
conditions  the market EAC (USS | patential |themarket market (USS Potentialby |the market outstanding
(USS mm) (USS mm) mn) (%) (USS mn) mn) EAC (USS mm) %) Untapped
a b ¢ d=cla e f g h=bf  EQ+hi%)Ps
080131 Cashewnuts in shel
1| Viet MNam 3813 196.7 384.6 34 1.700.0 13154 12 2793
2|India 4012 1591 2621 33 200.0 937.9 12 155.1
3|China 6.4 0.1 6.4 0 11.0 4.6 1 0.2
4| Saudi Arabia 04 0.1 0.4 i3 10.6 10.2 1 0.0
5|Belgium 0.2 0.0 0.2 0 27 13 0 0.0
6|Singapor 0.2 0.0 0.2 13 6.9 6.7 0 0.0
7|51 Larka 0.6 0.5 0.2 74 : 23 13 18 0.5
8|S outh Africa 0.2 0.1 0.2 32 14 930.4 930.2 0 0.0
8|Canada 0.1 0.0 0.1 29 12 1.3 1.2 3 0.0
10|]UAE 0.1 0.1 0.0 94 0.7 0.7 0.7 18 0.1
| [Sub-total 290, 336.7 6542 66 T.05.1 3,866.1 32119 9 4354
0602xx: Cut flowwer & buds, fresh
1|UsA 160.4 13 161.9 4 2.000.0 1.600.0 1438.1 0 1.2
2| Metherlands J04.8 417 611 88 932.7 7410 679.9 60 159.4
3|Fussia 6.3 513 33.8 48 664.1 4187 384.9 8 191
4| Morway 2.0 401 3.5 35 87.8 2.9 7. 57 1.9
3| Japan 328 13.9 26.1 34 363.6 315.0 4 72
6| Belams 2.3 113 152 43 38.0 ne 4 21
7|Switzerland 27 18.8 8.5 66 197.7 164.0 1 47
8|S audi Araba 4310 348 8.2 1 2.5 M1 &4 2.1
S|UAE 267 187 8.0 70 8.6 421 38 2.4
10| Unitad Kingdom 27 a2 0.1 100 928 4 340 9 1] 240
Sub-total 004.9 T16.4 3554 36 5.430.4 4.332.6 39772 17 150.1
160414: Prepared or preserved tunas
{[Francs 2434 1474 106.9 jé 463.0 336.1 3z
2|Ttaly 163.6 883 7. 33 639.9 362.8 4
3|8 pain 103.7 378 46.5 35, 397.6 551.1 10
4BA B4 266 37 46 1.000.0 968.3 3
3| Germaty 224 6.4 231 21 3743 3512 2
6| Japan 144 0.0 144 0 3201 /]
7|8 outh Africa 14.1 0.1 14.0 i 2.4 0
8| Metherlands 352 444 10.9 80 269.4 16
9| Unitzd Kingdom B2 474 18 28 4814 31
| L0{Fintind 147 27 25 83 4.3 ir
| [Sub-total 834.1 531.8 3209 40 42354 3.005.5 13
010410: Live Sheep
1| Qatar 306 35 27 1 2 M3 57.2 4 ER|
2|Saudi Araba 476.5 184 258 23 13 363.6 537.8 a2 358
3|UAE ns 11 1.7 j 2.3 211 54 4 0.4
4|Jordan 210 0.0 21.0 0 1019 63.0 420 0 0.0
3| Bt 141 0.6 134 b 150.6 120.3 106.9 1 0.3
6| Turkzy 108 0.0 10.9 0 2.0 52 14.3 0 0.0
T|Ttaky 3.6 0.0 5.6 0 20.0 6.9 64.3 0 0.0
§|Lebanon 33 0.0 53 0 209 18.9 13.6 0 0.0
%|Bahrain 33 3.6 31 44 104 9.3 6.2 ig 0.7
| L0 Oman 241 39.6 0.8 97 60.6 78.0 77.2 Jl 13.0
| [Sub-total G16.4 566.8 1347 22 1.505.6 1.059.6 0249 53 3414
5021 0: Nickel, not alloved, Unwrought
1|India 310 25 544 J 3202 i 1.6
2| Taipei Chinese 61.3 36.2 251 39 260.0 13 30.3
3| Metherlands 411 162 249 39 1.075.1 1 24
4|Sinmapor 26.6 32 235 12 1124 2 27
3|China 8.0 2 16.8 7] 1.683.2 4 454
6| Belgium 18.6 2 11.3 39 206.4 3 j2
7|8 pain 216 142 7. 66 186.4 7 3.9
8 Japan ne 1322 0.0 100 3541 a7 M1
| Korea 3 20.6 0.0 100 278.7 i3 32
10]US A 2.6 242 0.0 100 1.100.0 2 10.8
| [Sub-total 484.0 397.7 163.3 34 5.576.5 7 2317

Source: Author using data from ITC Trade Map
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Figure Al: EAC partner states cumulative imports and exports before and during

COVID-19 crisis
Panel A Panel B
Burundi, 2019-2020 imports (USS millions) Burundi, 2019-2020 exports (US$ millions)
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Jan  Feb Mar Apr May Jun

—Cumulative Imports 2019
—Difference: 2020 - 2019

Panel I

—Cumulative Imports 2020

—Cumulated differences

Uganda, 2019-2020 imports (LSS millions)

== Cumulative Impons 2019
—Difference: 2020 - 2019

—Cumulative Imports 2020
—Cumulated differences
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Panel H

Tanzania, 2019-2020 cxports (USS millions)

—Cumulative Expons 2019
—Difference: 2020 - 2019

—Cumulative Expons 2019
—Difference: 2020 - 2019
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Panel J
Uganda, 2019-2020 cxports (USS millions)

Dhilference: 2020 - 2019

—Cumulative Exports 2020
—Cumulated differences

—Cumulstive Exports 2020
—Cumulated differences




Mission

To strengthen local capacity for conducting independent,
rigorous inquiry into the problems facing the management of economies in sub-
Saharan Africa.

The mission rests on two basic premises: that development is more likely to
occur where there is sustained sound management of the economy, and that such
management is more likely to happen where there is an active, well-informed group of
locally based professional economists to conduct policy-relevant research.
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