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Chapter 1:  Harnessing Regional Integration for Trade and Growth in 

Southern Africa  

I.  Introduction  

 

1. The objective of this report is to provide practical policy recommendations for making 

regional trade integration in Southern Africa work. The premise is that regional integration is an 

important instrument to unleash the economic potential of the region. Adopting a pragmatic approach, the 

report examines key trends and challenges in Southern African regional trade agreements. Based on a 

body of new research it provides a wealth of examples on the obstacles encountered by some of the 

largest firms that trade regionally (e.g. Shoprite, Woolworths), as well as small ones for which the impact 

of trade barriers is more severe. It also includes survey-based evidence from services providers on the 

regulatory barriers that they face. 

2. Southern Africa is a highly diverse region with rich assets but also faces common 

challenges. The region includes Africaôs most advanced country ï South Africa ï which already has 

significant manufacturing and services industries as well as superior logistics. And there are the smaller 

countries, many of which have untapped agricultural potential and natural resources (minerals and water, 

including for power generation), often with endowments of capable labor that is trained, relatively 

inexpensive and well-positioned to compete globally. Nevertheless, Southern African countries also face 

common problems. They often have high rates of unemployment and poverty, particularly among the 

low-skilled; large informal sectors; and, despite being trade-dependent, need to diversify away from 

reliance on just a handful of primary commodities to higher value-added manufactures and services. The 

region is also comprised of a large number of small states, some of which are landlocked. Of the fifteen 

SADC-member countries, more than half have populations of less than 15 million (see Table 1). On a 

global scale, the region presents a multitude of mini-markets whose aggregation is complicated by policy 

and infrastructural barriers. Efficient roads and railways, ports, power networks and even universities are 

major factors and catalysts when it comes to regional economic integration and these are sometimes 

lacking in Southern Africa. The region is also geographically remote from the major consumer markets of 

Europe, America and Japan. It is also far away from China, India, Indonesia and Brazil, the major markets 

of tomorrow. But the distance from foreign markets is also a comparative advantage for deeper trade 

integration within the region itself. 
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Table 1: Basic economic indicators for Southern Africa, 2009 

 GDP 

 

 

 

(US$ millions) 

Population 

 

 

 

(millions) 

GDP per capita 

 

 

 

(US$) 

Average annual 

growth in GDP 

per capita 

2000-09 

(%) 

Exports of goods 

& services 

 

 

(% of GDP) 

Angola 75,493 18.5 4,081 7.7 52.2 

Botswana 11,823 1.9 6,064 2.7 33.6 

D.R. Congo 10,575 66.0 160 0.4 9.6 

Lesotho 1,579 2.1 764 2.2 51.2 

Madagascar 9,052 19.6 461 0.8 28.2 

Malawi 4,975 15.3 326 1.2 20.1 

Mauritius 8,589 1.3 6,735 3.3 48.4 

Mozambique 9,790 22.9 428 4.6 25.1 

Namibia 9,265 2.2 4,267 2.4 46.6 

Seychelles 764 0.09 8,688 0.2 119.3 

South Africa 285,366 49.3 5,786 2.2 27.3 

Swaziland 3,001 1.2 2,533 2.0 59.8 

Tanzania 21,623 43.7 509 3.6 n.a. 

Zambia 12,748 12.9 986 2.7 29.8 

Zimbabwe n.a. 12.5 n.a. -5.7 n.a. 

Source: World Bank Development Indicators. 

 

3. The region has been growing and transforming. From 2000 to 2008, Southern African 

countries grew rapidly and at much higher rates that the world average, infusing the region with a new 

commercial vibrancy. Growth was fueled, in part, by the commodity boom which led to very high 

increases in export values, especially for South African minerals, to new fast-growing markets such as 

India and China (see Figure 1). Growth also came from other sources. Telecoms, banking and retail 

flourished. Construction thrived and FDI surged. And for the smaller SACU countries, large increases in 

revenue transfers were derived on the back of significant increases in a few highly-taxed South African 

imports (especially motor vehicles and garments). Global markets were, and remain, the primary driver of 

the regionôs growth.  

Figure 1: South African exports have grown much faster than the world average 
Index of non-fuel export growth (1998-2009) 

 

 

 

 

 

 

 

Source: UN Comtrade; data based on SITC Rev 2 (index 1998=100). 
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4. The key issue for the region is how to transform its rich diversity into increased 

competitiveness and employment for all countries. Under-utilization of Southern Africaôs production 

factors means that there are opportunities for tomorrow. South Africa has the logistics, expertise and the 

capital to compete globally but these factors need to be combined with cost-effective endowments of 

labor and natural resources located in the smaller countries. If all countries were to open up to the region, 

exploiting these advantages collectively would encourage vertical specialization and the emergence of 

regional value chains thereby creating employment and promoting export diversification.  

II.  Realizing the vision: what are the barriers to effective trade integration and how 

much do they cost? 

 

5. There are many opportunities for Southern African firms to increase trade across regional 

borders that currently remain unexploited due to high trade costs. Harnessing regional integration 

more effectively for both goods and services would reduce trade and operating costs and help all Southern 

African countries enhance their competitiveness in the world market. By removing trade barriers the 

market size for any country in the region would be increased allowing the realization of scale economies. 

And the diversity of the region could be better exploited thereby improving the competitiveness of goods 

and services on world markets.  

 

6. For South Africa, regional integration offers the opportunity to enhance its exports on 

world markets thr ough the development of more advanced and integrated production networks 

within the region. This will be essential to compete at the global level, where competitors are already far 

ahead in availing themselves of such opportunities. The large economies of Northeast Asia ï China, 

Japan, South Korea ï are at the forefront of using regional trade to pursue their respective regional and 

global trade strategies. Moving aggressively and strategically on this agenda will enable mushrooming of 

new production and export opportunities for South Africa as well as scaling up existing ones, with 

commensurate benefits in terms of job creation. The smaller countries with their ample supplies of 

inexpensive labor could take up the more labor-intensive niches in the production chain, for example in 

processing agricultural and mineral products and simple light manufactures, and allow the more human 

capital-intensive production to be established in South Africa.  

 

7. For the smaller countries, deeper regional integration offers the prospect of improved 

access to neighboring markets as well as the potential to attract greater SADC-orientated FDI. In 

some of these countries, effective exploitation of the regional market is critical to reduce reliance on 

exports of a single product to a single market. For example, Lesotho has become the largest exporter of 

clothing under AGOA on the back of Taiwanese investments lured there by tariff preferences in the US 

market with simple rules of origin and easy access to South Africaôs superior transport infrastructure. Yet 

despite showing some success in the highly competitive international market for these products, 

Lesothoôs clothing exports to the region are negligible. Following the financial crisis, demand for 

Southern African manufactured exports from traditional OECD markets remains slow to recover. 

Regional trade could therefore be an important source of Southern African trade growth until demand 
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from the rest of the global economy rebounds, particularly in products where increased trade with China 

is not filling the gap (see Figure 2). 

 

Figure 2: Southern Africa exports to traditional OECD markets have experienced sharp declines as a result of the 

financial crisis and the recovery is now largely based on increased trade in primary commodities with China 

 

Index of export growth (Q1-2 2008 through Q1-2 2010) 

 

                            Exports to OECD countries                          Exports to China 

 

 

 

 

 

 

 

 

 

Source: ITC TradeMap.  

  

8. Implementing this vision is already part of the Southern African regional trade policy 

agenda but it remains to be realized. Most of Southern Africaôs export growth has failed to create 

significant employment and has not come from increased regional trade. Compared to other regions, 

Southern Africa is lagging behind: in Europe regional trade has reached 60 percent of total trade; in North 

America, 40 percent; in ASEAN, 30 percent; and, in Southern Africa just 10 percent. While Southern 

African countries have succeeded in increasing their trade with the rest of the world (more than tripling 

between 2000 and 2008 from US$50 billion to US$153 billion), increased regional trade has therefore 

only played a relatively small role in this. For example, SADCôs exports to the world as a proportion of 

its GDP have increased from 20 percent to over 30 percent during the last decade, but the share of its 

exports to the region have grown much more slowly and account for just 3 percent of regional GDP (see 

Figure 3). Unlike in Asia, where advanced production networks have deepened regionally and 

underpinned its spectacular global export growth from a poor, underdeveloped agricultural backwater to 

becoming the global factory over a 50 year period, ñfactory Southern Africaò has yet to materialize. In the 

case of Asia, multinationals have been instrumental in the construction of global production chains multi-

located in the region. In Southern Africa, by contrast, multinationals have tended to be mono-located 

production centers with distribution networks in the region. In the 1960s, developing Asian economies 

lacked natural resources and had high levels of poverty. There seemed to be little prospect of economic 

advancement. However, Asian economies had ample supplies of inexpensive, productive manpower, not 

unlike the poorer Southern African countries today. They were also close to an expanding high-income 

Japan, with firms seeking to expand to lower cost destinations, much like South Africa. Subsequently, 

intra-regional trade in Asia increased significantly, particularly in the production of parts and components 
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with each process relocating to the most cost-effective destination in the region. But in Southern Africa 

production processes have not been broken down into smaller processes due to the persistence of trade 

barriers which raise trade costs and create uncertainty. And in those few cases where integrated 

production networks have appeared, they have been stifled by restrictive policies. 

 

Figure 3: Increased regional trade, especially intra-industry trade, could play a stronger role in Southern African 

export growth 

     SADC exports as a percentage of GDP    Intra-industry trade by region (Grubel-Lloyd index, 2008)
 1
 

 

                

 

 

 

 

 

 

 

Sources: IMF Direction of Trade Statistics; IMF World Economic Outlook Database; and, Brulhart, 2008. 

 

9.       Policy barriers must be removed to tap the opportunities for Southern African firms to 

increase trade across regional borders. The world is changing and the ingredients for successful 

regional integration and global competitiveness in 2011 are not the same as those that were assumed to be 

indispensable three decades ago. Whereas customs unions and the creation of a common external tariff 

were once seen as the leading tools for integration, today the process is more likely to be influenced by 

easy access to quality input services at low cost; efficient regulations in areas such as product standards 

and rules of origin; the removal of non-tariff barriers to trade; and, streamlined border management. The 

formula and toolbox for effective regional integration have therefore changed. At the global level, falling 

trade barriers and logistical costs, technological progress and the continuous decentralization of 

production networks to the most cost-effective locations will make it ever more difficult for Southern 

African countries to remain competitive without an outward reorientation of their regional trade policy. 

10. For goods trade, tariffs have been lowered but significant barriers remain that must now be 

urgently addressed. While regional integration efforts have made significant progress in lowering tariff 

barriers (e.g. 85% of intra-SADC trade is now duty free; 98% in SACU) other barriers to trade persist. 

                                                      
1
 Intra-industry trade can be measured using Grubel-Lloyd indices. The Grubel-Lloyd index for each country is 

calculated as: 
)(

])[(

ii

iiii
i

MX

MXMX
GL

+

--+
=  where i is an industry with exports iX  and imports iM . For each product the 

index is then weighted by the share of each countryôs exports of the product to the region in total exports to the 

region 
tot

i

X

X
 (so all weights sum to unity) and then averaged across all products. The GrubelïLloyd index varies 

between zero (indicating no intra-industry trade) and one (indicating full intra-industry trade). 
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These barriers can be broadly grouped into five types and relate to: inefficiencies in transport, border 

management and logistics; cumbersome fiscal arrangements; restrictive rules of origin; poorly designed 

technical regulations and standards; and, other non-tariff barriers (NTBs) such as import bans, permits 

and licensing. These barriers are widespread. NTBs reported by firms in SADC countries affect products 

that account for one-fifth of regional trade (US$3.3 billion in 2008) ï see Table 2. This ignores the 

impacts of barriers that prohibit trade altogether, constraints that go unreported as well as costs related to 

inefficiencies in transport, logistics and customs which affect all goods trade. These remaining barriers 

undermine the predictability of the trade regime and reduce investment in the region.  

Table 2: NTBs that have been notified to SADC 

Barrier  Examples of products affected  Intra -SADC trade potentially  

affected 

(% of total)  

Import bans, quotas & levies  Wheat, poultry, flour, meat, maize, 

UHT milk, sugar  

6.1%  

Preferences denied  Salt, fishmeal, pasta  0.4%  

Import permits & levies  UHT milk, bread, eggs, sugar, 

cooking oils, maize, oysters  

5.4%  

Single marketing channels  Wheat, meat, dairy, maize, tea, 

tobacco  

5.3%  

Rules of origin  Textiles & clothing; palm oil; soap; 

cake decorations; curry powder; 

wheat flour  

3.0%  

Export taxes  Dried beans, sheep, wood  4.8%  

Sources: Calculations based on complaints made by SADC countries to NTB Monitoring mechanism and UN 

Comtrade. 

 

11. The costs associated with these barriers are high, impeding competitiveness and limit 

opportunities for regional sourcing. In Southern Africa, borders remain thick and logistical 

infrastructures, both physical and regulatory, remain weak and underdeveloped.  In order to enter new 

markets, or start exporting new goods and services to existing ones, Southern African firms must 

overcome trade transactions costs and the higher these are, the less likely it is that firms will be able to 

export. Unnecessary barriers to trade also shield domestic producers and consumers from import 

competition and reduce the competitiveness of firms that use inputs subject to trade restrictions in both 

regional and global markets alike. For example, Shoprite reports that each day one of its trucks is delayed 

at a border costs US$500. And delays at the Durban Port cost the South African citrus industry US$10.5 

million per season (on approximately US$400 million of exports). Differences in VAT systems applied 

on intra-SACU trade necessitate controls at the borders and cost up to 2 percent of the value of each 

transaction. Red tape associated with securing regional tariff  preferences cost firms up to one-half of the 

value of duty preferences. Shoprite spends US$6 million per year administering overly complex 

certificates of origin to secure US$14 million in duty savings under SADC. Woolworths does not use 

preferences at all. Shoprite also spends US$20,000 per week on import permits to distribute meat, milk 

and vegetables to its stores in Zambia alone! 

12. Many non-tariff  barriers arise where tariff peaks persist. High tariffs are especially restrictive 

because concerns of leakage from third countries create the need for additional barriers at the regional 



14 

 

level as well as affecting trade in all sectors as border checks are intensified to prevent transshipments of 

these products. For example, for trade in textiles and clothing South Africa has been a strong proponent of 

double transformation rules of origin to protect its textile industry. The source of the problem is the 

SACU common external tariff that is high on items of clothing (40 percent or more) and on the imported 

inputs of fabrics used to produce them (around 20 percent). As long as South Africa clothing 

manufacturers face high cost imports of fabrics it will not be possible for them to compete in the domestic 

market against duty-free clothing from non-SACU SADC countries made from imported fabrics that pay 

lower tariffs. Lower, more uniform external tariffs applied by all countries in the region would 

significantly reduce the need for these types of barriers. 

13. Services are the most important part of Southern African economies and are also important 

inputs to production in all sectors. Services are crucial for growth and competitiveness. But progress in 

liberalizing services trade and improving the efficiency of domestic regulation remains limited, despite 

often strong imbalances in demand and supply between countries that point to a high potential for 

regional trade. Greater regional and global integration could alleviate the constraints on the development 

of key services sectors due to limited endowments of capital and skills in Southern African countries, as 

well as the smallness of some markets. However, despite the striking growth in tourism exports from 

some SADC states and the remarkable dynamism of the liberalized telecommunications sector, the gains 

for the region from international integration seem small so far compared to the unexploited opportunities. 

Professional services matter for development in SADC and provide a good example of the issues at stake. 

Business services, including professional services, are among the most dynamic services sectors; and are 

a key input for other sectors. Also, greater use of professional services by African firms is associated with 

higher labor productivity. For example, the average labor productivity of Southern African firms that use 

accounting, legal and engineering professional services is 10 to 45 percent higher than that of firms that 

do not. But there is a large gap between the potential contribution these services could make and the 

meager contribution they make today.  

14. Regional cooperation in services could better integrate the Southern African market. 

National markets for professionals and professional services in SADC remain underdeveloped, whereas 

regional markets are fragmented by restrictive policies and regulatory heterogeneity. At the national level, 

price regulations, advertising prohibitions or restrictions on the ownership structure of professional 

services firms, presumably designed to meet social goals, undermine competition. Furthermore, 

nationality requirements and discretionary limits through labor market tests on the entry of foreign 

professionals or ownership restrictions affecting foreign professional services firms prevent SADC 

countries from taking advantage of gains from trade. Steps must be also taken to relax the explicit trade 

barriers applied to the movement of natural persons, establishment of commercial presence, and cross-

border supply of professional services, ideally to all suppliers on a non-preferential basis. But an effective 

reform agenda will also require coordination of trade liberalization with domestic regulatory reform and 

regulatory cooperation at the regional level, such as mutual recognition of professional qualifications or 

development of appropriate regional standards.    
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III.  A strategy for deepening regional trade integration in Southern Africa 

 

15. The focus for policymakers should be how to maximize the benefits of regional trade 

integration (e.g. better, more dependable market access; cheaper inputs; access to skills and new 

business opportunities) while minimizing the costs (e.g. trade diversion; administrative burden; 

overlapping and complex regulations). Integration of goods and services is needed to generate benefits 

for all. For goods, a shift in regional trade policy is needed from one with many exceptions that allow for 

NTBs to where there are general rules with fewer exceptions that are better justified. A shift to a less 

complex and more predictable trade regime would allow for the simplification of customs and border 

management procedures that would facilitate and expand trade for regular and reliable traders while 

allowing officials to concentrate on legitimate concerns regarding issues of dumping, safety and trade 

policy circumvention. For example, greater disciplines and limits on the use of infant industry protection 

and simplifying preferential rules of origin would provide benefits to consumers and provide a transparent 

signal for resource allocation that is less open to industry lobbying. For services, integration of markets 

would help alleviate skill shortages, particularly in South Africa, and attract investment into the smaller 

countries. The realization of regional value chains also requires efficient backbone services, such as 

logistics and professional services. 

16. In most areas of policy reform, barriers to trade integration can be addressed nationally. 

Few reforms need wait for regional agreement and much can be done both unilaterally and bilaterally to 

increase regional trade in goods and services. Most of what is needed to improve any countryôs 

international competitiveness and business climate can be done at home. In particular, unilateral action 

focused on the needs of firms and services providers would do much to take countries further along the 

road to deeper regional integration by lowering the costs they face as they trade across borders. For 

example, using regulatory impact assessment more systematically for both new and existing regulations 

would ensure that each countryôs regulations are consistent with the public policy objectives they are 

designed to meet; are minimally trade-distorting; and, that those countries have the capacity to implement 

them. Unilateral action also does not require all countries to move at the same pace. Countries that wish to 

reform deeper or sooner can do so and in the process provide valuable experience to other countries on 

what works and what does not, including through the use of regional knowledge platforms to share good 

practice in regulatory reform for goods and services.  

17. But for some reforms essential to trade such as standards, regulatory harmonization, 

mutual recognition, streamlined border management and the consolidation of fiscal arrangements 

regional integration in Southern Africa can be used more effectively. Reducing the costs associated 

with regional trade is a precondition for private investment in regional value chains and a necessary step 

for all countries to improve their global competitiveness. There are clear benefits from closer regional 

coordination where a larger market is able to generate scale economies in production and regional value 

chains but also in regulation and standards, particularly where national agencies face technical skill 

shortages or capacity constraints. For the smaller countries it may be better to seek closer collaboration 

within SACU or SADC by relying on fewer regulatory agencies and accredited regional providers of 

testing, inspection and certification for both goods and services instead of the many national ones that 

each require recurrent budgets and often have trouble with staffing and skills. The development of 

appropriate regional standards for goods and services based on internationally-defined standards (where 
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available), would also reduce the costs of market participants operating across borders in both regional 

and global markets as well as reduce the scope of capture by national private sector interests. Unlike other 

regions in Africa, Southern Africa has the distinct advantage that world class customs authority, testing 

bodies and accreditation services are already available in South Africa. Regional integration could 

leverage the capacity of these institutions to support exports and capacity in the less advanced countries as 

well as eliminating the need for double testing or certification on regional trade. Countries could also 

consider steps towards implementing a regional framework for mutual recognition so that conformity 

assessment procedures, for example, are recognized in other countries or qualifications and licenses for 

professional service providers issued by one country are accepted by all. Otherwise, suppliers are obliged 

to perform additional or repeated tests of their goods and services in regional markets or to invite foreign 

inspectors, thereby increasing trade costs. For this to be achieved, countries would need to adjust their 

certification, accreditation and enforcement capacities to similar levels. 

18. Deeper integration will necessarily entail adjustment that could threaten some sector 

interests and create uncertainty about vulnerability and employment, at least in the short-term. 

Complementary policies are therefore important to maximize the gains and minimize the losses 

from more effective regional integration. A certain amount of specialization will be required for 

regional integration processes to be able to have any dynamic effect on growth. As with all trade reforms, 

there will be winners and losers in the short term and adjustments will take place both within and across 

sectors, skill groups and geographies. Concerns over the costs associated with these adjustments could 

inhibit countries from taking policies that deepen regional integration, promote international 

competitiveness and stimulate long-term growth and job creation. Reforming the regulatory 

infrastructures for both goods and services might also be difficult politically and so there is a need to 

convince Government agencies, ministries or domestic firms to look past short term adjustment costs in 

the pursuit of larger, longer term gains that benefit the wider economy. Adjustment costs can be addressed 

through several policy responses. The first might be to phase reforms gradually, so that costs are spread 

over time. A second might be to consider interventions that can aid in the adjustment of sectors and labor 

such as retraining schemes for displaced workers or more effective social safety nets that are closely 

targeted on the needs of the most vulnerable. 

19. Large increases in the value of regional trade would also raise the possibility of trade 

diversion so regional trade reform must go hand-in-hand with multilateral liberalization.  Increases 

in regional trade might be at the cost of trade with more efficient third countries. In other words, while 

extra output may be generated within member countries because of increased specialization and 

economies of scale, such efficiency gains may be offset if trade is diverted away from those countries 

outside the region that have a comparative advantage to those within it. The possibility and the cost of 

trade diversion depend largely on the difference between trade barriers imposed on imports of goods and 

services from the rest of the world (e.g. applied MFN tariffs) and those made available to preferred 

partners. The obvious solution to avoiding trade diversion is to ensure regional and multilateral trade 

reforms are complementary, and that efforts at the former do not substitute for progress in the latter. The 

greatest gains will arise from simultaneous removal of trade barriers from all trading partners. 
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Chapter 2: Deepening Regional Integration to Eliminate the Fragmented 

Goods Market in Southern Africa  
 

Regional integration efforts in Southern Africa have sought to liberalize trade between countries so as to 

increase bilateral trade flows; diversify exports by overcoming the limits of small markets; and, deepen 

specialization through achieving economies of scale. For those countries which are landlocked, another 

principal reason for integration has been to increase exports outside of the region through improved 

access to regional routes. However, despite more than a decade passing since the launch of the SADC 

Trade Protocol, and as SACU celebrates its centenary, the regional market in Southern Africa remains 

fragmented. While efforts to reduce tariffs have largely been met with success, other forms of trade 

restriction remain prolific, affecting considerably more than one-fifth of regional goods trade, and are 

critically hindering the competitiveness of firms and their ability to export to regional as well as global 

markets. These barriers must now be addressed. 

This chapter summarizes new studies on regional trade that fill a number of key knowledge gaps and 

identify the most restrictive barriers that remain to the expansion of regional merchandise trade in 

Southern Africa as well as making recommendations on what can be done to remove them. The first 

section analyzes what regional integration in Southern Africa has achieved so far. It presents the major 

features of the regional trade arrangements currently in place and their impact on trade flows and export 

diversification. The second section highlights examples of the costs associated with barriers that persist 

to regional trade.  The third section describes the policies required to optimize the trade gains from 

regional integration while the fourth section provides recommendations on how these regional 

integration reforms should be prioritized and implemented.  

 

I. What has regional integration achieved so far in Southern Africa? 

 

(i) Regional and bilateral trade relations 

1. An important feature of global trade has been the proliferation of regional trading arrangements 

(RTAs) and Southern Africa is no exception. Member countries of SACU, SADC and COMESA have 

over the years engaged in a series of regional trade liberalization activities. SADC has been trading on 

preferential terms since 2000 and, based on the implementation of tariff phase down commitments under 

the SADC Trade Protocol, formally launched a free trade area
2
 (FTA) in August 2008. Under this, 85% of 

intra-SADC merchandise trade flows are now duty-free with most of the remaining 15% comprising 

sensitive products
3
 scheduled to be liberalized by 2012 (2015 for Mozambique). A SADC Regional 

Indicative Strategic Development Plan (RISDP), finalized in 2003, recommended that SADC deepen 

                                                      
2
 The FTA is being implemented by Botswana, Lesotho, Mauritius, Mozambique, Namibia, South Africa, 

Swaziland, Tanzania, Zambia and Zimbabwe. 
3
 The remaining sensitive products mostly comprise textiles/clothing; cotton; cereals; dairy; and, motor vehicles. 
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regional integration further by establishing a customs union by 2010, followed by a common market in 

2015, monetary union by 2016 and finally a single currency by 2018.
4
  

2. A sub-set of five SADC members
5
 have an established customs union that has been in place for a 

century. SACU was established in 1910 and since then the agreement governing its operation has been 

modified twice, first in 1969 and then in 2002. Traditionally (and formally pre-2002) South Africa has 

been central to decision making in SACU. Under the latest SACU agreement, decisions about the 

common external tariff (CET) ostensibly require consensus among all members but in practice this 

objective has not been fully met. For example, the SACU Tariff Board has not yet been established and 

all decisions are still made by the International Trade Administration Commission of South Africa, only 

after which do the other SACU members sign off on them before they are implemented. Customs tariffs, 

customs valuation, trade remedies and excise taxes have been harmonized between SACU members but 

VAT rates, customs procedures, technical standards, rebates and exemptions differ. Customs tariffs and 

excise taxes in SACU are distributed through a common revenue pool according to a formula: tariff 

revenue is distributed among countries according to their share in intra-SACU imports; most excise (85%) 

is distributed according to a countryôs share in SACU GDP with the remainder (15%) assigned in inverse 

proportion to a countryôs GDP per capita. The formula results in a substantial redistribution of revenue 

from South Africa to the BLNS countries, with South Africa contributing around 98 percent of payments 

to the revenue pool but receiving just 50 percent of the allocations made from it. 

3. COMESA has had an FTA since 2000. Trade between FTA
6
 and non-FTA

7
 COMESA countries 

is conducted on reciprocal terms under the Preferential Trade Agreement. The next step in COMESAôs 

regional integration agenda is the formation of a customs union. After five years of negotiation, 

COMESA member states agreed to a CET in May 2007 with four bands
8
 (with two bands at zero tariff) 

for raw materials (0%), capital goods (0%), intermediate goods (10%) and final goods (25%) although, 

for some products, discussions continue on which category they will be classified under. The customs 

union was formally launched in June 2009, and all tariff lines carrying a rate above or below these rates 

have been placed on sensitive product lists. Each member state has its own sensitive product list and 

timetable to adjust to the CET, which should not exceed five years.  

4. There are also a large number of bilateral trade agreements between Southern African countries, 

most of which were signed and implemented long before the SADC Trade Protocol and the COMESA 

FTA came into effect. To date, these include Botswana-Malawi; Botswana-South Africa; Botswana-

Zimbabwe; Malawi-South Africa; Malawi-Zimbabwe; Mozambique-Malawi; South Africa-Namibia; 

South Africa-Mozambique; Zimbabwe-Namibia; and, Zimbabwe-South Africa. 

 

                                                      
4 

The distinction between the Trade Protocol and the RISDP is that the former is a legally binding instrument, 

whereas the RISDP is a strategic plan which can be adapted. 
5
 Botswana, Lesotho, Namibia, Swaziland (the BLNS countries) and South Africa. 

6
 Burundi (since 2005), Comoros, Djibouti, Egypt, Kenya, Libya (since 2006), Madagascar, Malawi, Mauritius, 

Rwanda (since 2005), Sudan, Zambia, Zimbabwe. 
7
 DR Congo, Eritrea, Ethiopia, Seychelles, Swaziland, Uganda. 

8 
EAC has three bands (0%, 10% and 25%).  
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(ii)   Impact of regional trade arrangements in Southern Africa  

5.  Since the mid-1990s, South-South trade among all developing countries has grown faster than 

world trade increasing, on average, by 13 percent per year compared to the global average of 9 percent, 

and 10 percent for trade among developed countries. The amount in value terms is equally impressive: 

South-South merchandise trade in 2007 amounted to US$2.4 trillion - or 20 per cent of world trade.
9
 

Growth in South-South trade has been accompanied by increased regional trade facilitated through RTAs. 

By eliminating tariffs and sometimes non-tariff barriers to trade in goods, successful RTAs have had a 

substantial impact on the expansion of trade in specific sectors among participating countries, as well as 

between them and the rest of the world. ASEAN and MERCOSUR, for example, have maintained and 

reached a relatively high degree of regional trade (20-50 percent of their total trade) often through 

intensified intra-industry linkages. Regional trade among African countries, however, remains relatively 

low.  

6. While regional integration processes in Southern Africa have also sought to liberalize trade 

between countries so as to increase regional trade flows, statistics show that tariff liberalization has not 

spurred a growth in intra-regional trade, at least in real volume terms. For example, while SADC exports 

to the world more than tripled between 2000 and 2008 from US$50 billion to US$153 billion, the share of 

intra-regional exports remained relatively steady at around 10 percent of total exports: a proportion close 

to which it remains today (see Figure 4).   

Figure 4: The proportion of regional trade in total trade among SADC has remained relatively constant over the last 

decade 

 

 

 

 

 

 

 

 

Source: IMF Direction of Trade Statistics. 

                                                      
9 

Most of this growth is accounted for by increases in intra-Asian trade which accounts for 90 percent of South-

South trade. 
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7. It is important to also take into account economic growth rates both at home and abroad in order 

to determine whether or not regional trade has truly intensified. Gravity frameworks are often used to do 

this where other standard determinants of trade are controlled for. While regional trade in SADC may 

have remained relatively constant in proportional terms, if these countries have grown more slowly than 

the rest of the world then a stable trade share could actually reflect increased trade integration. However 

the evidence points to the opposite finding. Figure 5 plots annual values of income growth in the region 

versus that in the rest of the world against the share of regional exports in total exports. It can be seen that 

despite SADC countries growing much faster than the world average over most of the last decade, 

regional trade has remained relatively constant. In other words, Southern African trade has effectively de-

regionalized. 

Figure 5: Regional trade has lagged behind SADC income growthé 

(annual values, 1999-2008) 

             SADC       SADC excluding South Africa 

 

 

 

 

 

 

 

 

Sources: IMF Direction of Trade Statistics and IMF World Economic Outlook Database. 

 

8. Figure 6 presents a similar finding. It shows that while SADCôs exports to the world as a 

proportion of its GDP have increased dramatically over the past decade, the share of its exports to the 

region have grown more slowly. SADC exports have been shifting from slower growing regional markets 

to faster growing areas outside of Africa. The key policy issue for regional integration in Southern Africa, 

therefore, is why has intra-regional trade failed to increase as a proportion of regional GDP over the last 

decade, whereas trade growth to the rest of the world has surged? Put another way, why does the Southern 

African market remains fragmented? 
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Figure 6: éwhile exports to the rest of the world have boomed 

SADC exports as a percentage of GDP 

             SADC       SADC excluding South Africa 

 

 

 

 

 

 

 

Sources: IMF Direction of Trade Statistics and IMF World Economic Outlook Database.

 

9. Despite intra-regional trade remaining low in proportional terms, regional trade is still important 

for most Southern African countries ï see Appendix 1. In addition to SACU countries, which are all 

highly integrated with South Africa,
10

 a number of other SADC countries are also highly trade-dependent 

on the region. For example, Zimbabwe, Mozambique, Zambia and Malawi each export between 10 

percent and 34 percent of their total exports to South Africa alone (see Figure 7). Only Madagascar is less 

dependent, with exports to the region accounting for less than 3 percent of its exports to the world. 

Figure 7: South Africa is an important export market for most Southern African countries 

 

 

 

 

 

 

 

Source: IMF Direction of Trade Statistics. 

                                                      
10

 For example, in 2007 South Africa accounted for 10% of Botswanaôs merchandise exports; 18% of Lesothoôs; 

30% of Namibiaôs and 75% of Swazilandôs. 
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10. UNCTAD (2009) finds that the simple country average of the shares of intra-African trade in 

African countriesô total exports is 21 percent. This makes Africa the second most important export market 

for most African countries behind Europe. The reason for the discrepancy between this finding and the 

low aggregate (10 percent) figure is that the largest African exporters trade relatively little with other 

African countries. 

11. Traditional exports of agricultural raw materials and minerals continue to dominate regional trade 

in Southern Africa. For SADC countries, many of these attracted zero MFN tariffs prior to the 

implementation of the SADC Trade Protocol in 2000 so the FTA has had negligible impact on these 

flows.  

12. For most Southern African countries, intra-regional exports also tend to be concentrated in just a 

few products. For example, in 2007 three-quarters of Zimbabweôs exports to South Africa were in nickel, 

three-quarters of Zambiaôs exports to South Africa and Namibia were in copper concentrate (which these 

countries then refine and export as copper) and two-thirds of Mozambiqueôs in natural gas and electrical 

energy (as part of the Southern Africa Power Pool).  

13. For all countries, including South Africa which exports mostly primary commodities to the world, 

regional integration could be a stepping stone to export manufactures, first to neighboring countries and, 

then, to world markets. But this appears to have not yet happened. There has been limited impact of 

regional integration on the structure of both South African exports to and imports from SACU as well as 

the rest of SADC. In other words, diversification into higher value-added manufacturing exports to the 

region has only been very modest for all Southern African countries.  

14. Using an approach put forward by Edwards and Schoer (2002), Appendices 2 and 3 show South 

Africaôs merchandise exports by destination, disaggregated by factor content (see Appendix 9 for 

definitions). One might expect that South Africaôs exports to developing country partners, such as SADC, 

would be in relatively high technology and human capital intensive products versus those to developed 

countries which would be in labor intensive or agricultural products, in line with its comparative 

advantage vis-à-vis these markets. However, the structure of South Africaôs exports by geographical 

destination generally conforms to that of South Africaôs exports overall. There are a few exceptions. First, 

there is a relatively greater share in its mineral intensive exports to developed countries and, especially, 

China and India. Secondly, there is a relatively smaller share of technology-intensive exports to 

developed countries. Thirdly, while the proportion of unskilled labor intensive exports to developed 

countries has fallen, it remains above the proportion to the world. These are all consistent with 

comparative advantage. But looking at regional exports to SACU and the rest of SADC, one is still struck 

by the relatively constant structure of non-mineral exports during the last decade. One might have 

expected a greater shift away from unskilled labor intensive exports towards more high technology or 

human capital intensive ones with these countries in light of regional trade liberalization, but this does not 

appear to have happened. 

15.      The commodity structure of South African imports is shown in Appendix 4. This shows that 

imports are more sharply defined along geographical lines than in the analysis of its exports. South 

African imports from developed countries largely fall within the technology and human capital intensive 

sectors. As expected, imports from China and India have traditionally been largely unskilled labor 
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intensive. Regional imports from SADC, which were once largely agricultural and unskilled labor 

intensive, have shifted to being more mineral based. Appendices 5 and 6 illustrate these changes at the 

country level and show that this shift towards mineral imports has mainly been driven by changes in the 

import composition from Zimbabwe (nickel) and Zambia (copper). Two notable exceptions are Mauritius 

and Madagascar whose main exports to South Africa have shifted towards more labor intensive sectors, 

namely manufactured clothing. For the former, exports of T-shirts, wool yarn and menôs shirts have 

grown so rapidly that they are now its largest exports to SADC, constituting 15 percent of total 

merchandise exports to the region. For some of these products there are large margins of preference under 

SADC (up to 45 percentage points in the South African market for both T-shirts and menôs shirts) and 

Mauritius has been successful in meeting SADC rules of origin requirements (double transformation) to 

be eligible for these preferences; rules that are often too onerous for lower-income countries in SADC. 

Among SACU countries the composition of South African imports is also quite different (see Appendices 

7 and 8). For example, in recent years most South African imports from Botswana were in mineral-

intensive products (e.g. nickel), while from Lesotho they were in agricultural (e.g. water) and unskilled 

labor-intensive (e.g. trousers and footwear) sectors. Namibia supplies mostly human-capital intensive 

exports (e.g. stamps and stamped paper) to South Africa and Swaziland mostly technology intensive ones 

(e.g. soft drinks concentrate).  

16. Specialization in trade among Southern African countries has also remained relatively limited 

despite regional trade liberalization.  Table 3 highlights the import and export profiles across the region 

and shows, with the notable exception of South Africa, that the types of goods exported by the region 

versus those imported are relatively dissimilar. 

Table 3: Specialization in trade with regional partners is low vis-à-vis global trade partners
11

 

 

 

 

 

 

 

 

 

                                                      
11

 The bilateral complementarity index between two countries j and k can be defined as: 

where represents the share of good i in total exports from country j  and  

represents the share of good i in total imports to country k. The index is a measure of the similarity between the 

export basket of one country and the import basket of another. The value of the index ranges from zero to one 

hundred, representing no complementarity and a perfect match, respectively. 

 

Complementarity indices With South Africa  With all SADC countries  With all COMESA countries 

Botswana 4.9 5.1 4.3 

Lesotho 2.7 2.9 2.5 

Madagascar 10.9 13.9 16.9 

Malawi 4.3 5.1 6.2 

Mauritius 12.3 13.8 12.1 

Mozambique 6.2 7.3 8.3 

Namibia 8.1 9.3 8.9 

Seychelles 5.5 7.7 11.9 

South Africa - 25.2 26.7 

Swaziland 5.9 8.9 8.8 

Tanzania 4.0 5.4 6.7 

Zambia 3.5 4.5 5.8 

Zimbabwe 7.5 7.5 7.8 
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17.    Assessing the potential for increased specialization in regional trade is, however, more difficult. On 

the one hand, differences between those products regional partners export versus those they import could 

reflect limited opportunities for exploiting sources of comparative advantage. On the other hand, they 

could also reflect weak trade integration that has been insufficient to encourage firms in the region to 

exploit opportunities, for which they have a comparative advantage, in their neighborsô markets. 

18.     In the production of which exports might these relative comparative advantages lie? Country factor 

endowments, taken from the Revealed Factor Intensity Indices database, can be used to provide some 

insights and are illustrated in Table 4. They show, for example, that South Africa has a comparative 

advantage in the region in relatively skilled labor intensive exports as well as those that are capital 

intensive and pastureland intensive (dairy). The poorer countries are relatively lower skilled labor 

intensive. Another example is Swaziland, which clearly has a comparative advantage in the region for 

timber-related exports.  

Table 4: Factor endowments by country 

Country No. of 

workers 

 

 

(1000s) 

Capital stock 

per worker  

 

 

($) 

Average 

years of 

schooling 

Arable 

land per 

worker 

 

(Ha) 

Timber 

resources 

per 

worker 

($) 

Protected 

areas per 

worker  

 

($) 

Pastureland 

per worker  

 

 

($) 

Cropland  

per 

worker  

 

($) 

Botswana 689 22,875 5.4 0.5 394 685 126 1,672 

Lesotho 785 9,495 4.5 0.4 9 2 563 633 

Mozambique 9,260 764 1.2 0.4 649 17 498 109 

Mauritius 515 32,150 5.5 0.2 0 0 1,321 142 

Malawi 5,235 1,143 2.6 0.4 382 54 984 94 

Swaziland 414 17,757 5.7 0.5 850 0 1,006 1,264 

South Africa 17,631 16,978 7.9 0.8 745 123 2,974 1,530 

Zambia 4,135 3,997 5.4 1.2 654 185 1,130 232 

Zimbabwe 5,434 9,859 4.9 0.6 473 157 785 579 

Source: UNCTAD (2010). 

 

19.    Specialization can also occur within products, not only across them. Indeed, low values for 

complementarity indices could also be consistent with a high volume of intra-industry trade
12

 which in 

itself would constitute deep specialization and has been one of the major sources of trade growth in other 

regions likes the EU and ASEAN. But again, statistics shows that intra-industry trade among Southern 

African countries is also extremely limited and among the lowest in the world. 

 

                                                      
12

 Intra-industry trade results from specialization within products as well as from specialization at different levels of 

quality of the same product. The former is the source of trade in components and intermediate inputs that 

characterizes global production networks. The latter is a source of two-way trade in similar products made possible 

by differences in quality or branded products that often characterize trade in cars, clothing and food items such as 

yoghurt, juice and ice cream. 
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20.      The lack of export diversification, specialization and intra-industry trade among Southern African 

countries means that strong trade imbalances persist between South Africa and the smaller countries (see 

Figure 8). Regional production chains remain virtually non-existent. 

Figure 8: South Africa maintains a trade surplus with the rest of SADC (US$ billions) 

 

 

 

 

 

 

 

Source: IMF Direction of Trade Statistics. 

II.  What are the costs associated with the fragmented regional market? 

 

21.      A lesson from successful regional integration experiences in Asia and Latin America is that to 

maximize the benefits of RTAs, countries should aim to facilitate trade in the region not only through 

tariff reductions but also through addressing other at- and behind-the-border issues, such as tackling 

restrictive product standards, non-tariff barriers and trade facilitation. The key policy issue that arises for 

regional integration in Southern Africa, therefore, is that the regional market remains fragmented and is 

some way off better realizing the potential gains outlined in Chapter 1. As already discussed, while South 

African imports from the region have increased, low value commodities have driven most of this growth; 

intra-regional trade has diversified only slowly and regional trade as a percentage of total trade has 

remained relatively constant despite Southern African economies (at least until the financial crisis) 

growing must faster than the world average. Against this background, much remains to be done in 

consolidating the various FTAs and to reduce market fragmentation. Notwithstanding sometimes 

restrictive rules of origin pertaining to preferential treatment, tariffs have been reduced substantially. Yet 

major obstacles to regional trade remain. In particular other barriers to trade, often not related to tariffs, 

have become more important.  

22.        Appendix 10 maps the different types of NTBs reported by SADC countries to both the products 

they affect and the regional trade in these products. It shows that the set of NTBs that have been notified 

by firms in SADC affect products which, in 2008, jointly accounted for US$3.3 billion, or one-fifth, of 

regional trade. In other words, even those NTBs which have been reported (and others may have yet to be 

notified) affect products in which there is already significant regional trade. This is also a least cost 

estimate of the impact of NTBs on trade in the region since some barriers are so restrictive that 
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preferential trade is effectively prohibited (e.g. wheat flour) and, of course, others which affect all trade 

and not just individual products (e.g. customs delays, transport costs) which are not captured here. So 

NTBs are widespread in their effect on regional trade, even more so than these figures suggest. The 

mapping also shows that some sectors are affected more than others by these barriers and individual 

sectors are often affected by more than one type of barrier. For example regional trade in wheat is 

affected by import bans, import quotas, import levies, single marketing channels and rules of origin (for 

flour), although obviously not all countries impose all barriers. NTBs also disproportionately affect trade 

in agricultural commodities, particularly sugar, maize, wheat, meat products (including poultry) and dairy 

products. Regional trade in manufactures is mostly affected by restrictive rules of origin as well as 

standards. Other barriers, such as those related to customs and transit, have the potential to affect all 

traders, regardless of the sector although here too some appear to be affected more than others.  

23.      The impact on firms of these remaining barriers is also pervasive. In a recent survey by COMESA 

(RTFP, 2009), which included five SADC countries, roughly 80 percent of respondents indicated that 

they faced some level of trade barrier in the region. Over half of the respondents indicated the cost of 

these was equivalent to 5 percent of the c.i.f. value of their imports. A further 24% of respondents 

indicated a 5-15% cost attribution to trade barriers; and, 23% faced increased import costs of over 15%. 

There is also evidence to suggest that barriers persist in all countries throughout the region. In an 

inventory of NTBs in SADC (RTFP, 2007), all countries were found to maintain at least ómoderateô 

barriers. 

24.       Global evaluations of NTBs indicate that they are in most cases more restrictive than tariffs. While 

quantitative assessment on their impact is challenging, in great part due to large gaps and errors that 

persist in data on NTBs, there is a growing body of work that attempts to estimate their tariff equivalence. 

A recent survey of analytical work (Carrere and De Melo, 2009a, b) indicates that on average the tariff 

equivalent of NTBs is 40 percent, which for most products is higher than the MFN tariff applied by most 

countries. Making the rather weak assumption that the distribution of NTBs in SADC is the same as in the 

rest of the world (i.e. with a 40 percent ad valorem equivalence), the SADC NTBs cited above, which 

affect US$3.3 billion of regional trade, would cost around US$1.3 billion per year ï equivalent to more 

than half the GDP of Lesotho. Regardless of the precise magnitude, these barriers increase costs faced by 

both consumers of final products and firms that source intermediate inputs from the region. For example, 

in SADC, Woolworths reports that prices in its franchise outlets in non-SACU SADC countries are 1.8 

times higher than those within SACU because of higher expenditures associated with sending goods to 

these markets as well as the higher costs of doing business in them.  

The rest of this section explains these barriers in greater detail and provides examples of the costs 

associated with them. 

 

(i)  Inefficiencies in transport, customs and logistics raise trade costs 

25. In order for RTAs to be effective, it is critical that intra-regional trade be able to move without 

hindrance. Many Southern African countries are landlocked, making road and rail networks very 

important in linking these countries to the regional market as well as to the rest of the world via the main 
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ports in South Africa, Mozambique, Angola and Namibia. However, high transactions costs are being 

incurred from inadequate transport infrastructure; inefficiencies in customs procedures (including delays 

at road checks, borders and at ports); as well as poor quality and costly logistics due to weak competition 

among service providers. They serve to raise logistics costs; require suppliers to keep higher levels of 

inventories; result in a higher percentage of goods not reaching final markets; raise the rate of spoiled 

agricultural goods; and, ultimately stunt the development of new exported products. They also restrict the 

potential of countries to scale-up existing production for global markets by first exploiting regional 

sources of comparative advantage. 

26.     Transport costs and transit delays in Southern Africa are higher than in most other regions, in 

particular for the landlocked countries. Table 5 shows the performance of nine SADC countries in terms 

of the World Bankôs Logistics Performance Index (LPI). South Africa performs well in terms of the cost 

and quality of its transport and logistics, but the other Southern African countries perform relatively 

poorly and are generally not perceived as being logistics friendly. While transport costs are inevitably 

high  for small countries because of small exported quantities, the transport infrastructure of landlocked 

countries in Southern Africa is also a significant penalty - 7 percent worse than for coastal countries - but 

it is not the worst among the dimensions of the LPI. The competence of services or trade processes are a 

larger penalty: on average about 10 percent worse than coastal countries. Consequently, corridors with 

infrastructure in average condition can sometimes be as slow as corridors with an infrastructure in bad 

condition (Arvis et al., 2010). 

Table 5: Outside South Africa, logistics are weak in SADC countries 

Country LPI ranking 

(out of 155 

countries) 

LPI 

score 

Customs 

ranking  

Infrastructure  

ranking  

International 

shipment 

ranking  

Logistics quality, 

competence 

ranking  

Tracking 

and tracing 

ranking  

Timeliness 

ranking  

South Africa 28 3.46 31 29 31 25 24 57 

Mauritius 82 2.72 50 96 33 97 100 127 

DR Congo 85 2.68 59 98 109 49 119 94 

Madagascar 88 2.66 87 60 53 102 109 128 

Botswana 134 2.32 126 119 152 119 99 123 

Mozambique 136 2.29 145 124 87 130 135 150 

Zambia 138 2.28 111 140 128 149 130 131 

Angola 142 2.25 151 149 130 147 106 121 

Namibia 152 2.02 152 148 145 144 144 151 

Source: World Bank (2009). 

27.      Each day saved in shipping has been estimated to be equivalent to a cost reduction of 0.8 

percentage points of ad valorem tariff (Hummels, 2001). And each day a product is delayed prior to being 

shipped reduces trade by one percent, equivalent to a country distancing itself from its trade partners by 

70 kilometers (Djankov et al., 2006). Shoprite (a South African retailer) reports that each day one of its 

trucks is delayed at a border costs US$500 (Charalambides, 2010). 

28.      Port congestion is an important source of delay, particularly at Durban - the busiest container port 

in Africa. The Citrus Growersô Association in South Africa has estimated that delays at the Port of 

Durban cost its growers US$10.5 million per season (on approximately US$400 million of exports), 

based on an average delay per load of 12 hours for each of the 20,000 citrus laden trucks that enter the 

port during peak season. One measure being used to reduce these costs is to increasingly use the Maputo 
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port for citrus exports, which can offer a saving of up to US$0.50 per carton loaded from the Maputo 

Cold Store compared with the cost in Durban (Cargo Info Africa, 2010).  

29.     Another source of delay within the region concerns the work permit regime for foreign truck 

drivers crossing the border into South Africa. While long-standing, this requirement was largely 

unimplemented until 1 July 2010 when the Department of Home Affairs started to enforce it. Until then 

foreign truck drivers working for Southern African companies could enter the country with a Section 

11(2) visitorôs visa that was valid for 30 days. Despite forty-four South African companies being granted 

a three month temporary reprieve to the new arrangement by the Pretoria High Court, foreign drivers will 

soon be required to obtain work permits that will require companies to prove that the skills being sought 

outside of South Africa are not available domestically and mandates that each post be advertised locally. 

There are between 1,600 and 2,000 foreign drivers in South Africa who will require these permits, 

affecting 6,000-8,000 deliveries per month. This will be costly and adversely affect trade within SADC, 

in part because the issuing agency for work permits ï the Department of Home Affairs ï is months behind 

in processing applications at its new central processing hub in Pretoria. While ostensibly designed to 

protect employment opportunities, the system also risks South Africaôs neighbors reciprocating with 

similar requirements that will force South African citizens seeking to work in these countries to go 

through similarly laborious work permit application processes. For example, Angola has already signaled 

its intention to put in place a similar requirement for South African drivers crossing its border. Such 

restrictions could significantly impede the movement of trucks in and out of countries and make trade 

even more difficult for regional exporters than it is now. 

30.     Aware of the importance of transport facilitation, both SADC and COMESA (which began 

reforming sooner and has gone further in this area) have adopted measures and rules aimed at liberalizing 

market access for transport and international road freight, harmonizing rules to ensure interoperability and 

developing infrastructure.
13

 But integration of the transport industry in Southern Africa remains weak ï 

see Box 1. A key issue for the region going forward will be the need to distinguish between developing 

good transit arrangements and ease of entry into the national transport market: there is no reason why 

countries such as South Africa could not agree to the former even if they are unwilling to liberalize the 

latter. 

                                                      
13

 In COMESA, the guiding provisions are contained in the COMESA Treaty as a general chapter on transport while 

in SADC there is a separate Protocol on Transport, Communications and Meteorology. 
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Box 1: Weak competition among transport operators in Southern Africa increases costs 

Market access for regional transport operators: Market access regulations for transport operators in Southern Africa 

are mostly governed by a system of permits that are issued for limited periods of time and based on bilateral 

agreements ostensibly designed to facilitate road transport on all major corridors. Permits are issued at the border by 

the country of entry but while the bilateral agreements have several common elements, they do not always follow 

the same format and in most cases the agreements have yet to be fully implemented.  

 
Third country rule: Most bilateral agreements do not allow operation of trucks registered in a third country to 

transport goods between two other countries even if the third country is used as a point of transit. Within the region, 

the third country rule is only applied on a reciprocal basis between Zimbabwe and South Africa and, during 

specified periods of time, Malawi. For other countries, third country operators are prohibited which serves as a 

protective measure for domestic transport companies and prevents the development of a more competitive regional 

market for trucking services. 

 

Cabotage: Most bilateral agreements prohibit the carriage of domestic merchandise by foreign operators, although 

several South African companies have managed to bypass this rule by investing in trucking firms in neighboring 

countries. In addition, South Africa is one of the few countries that issues cabotage permits, although they are 

relatively expensive (up to R4,000 plus R4,000 per trailer) and valid only for a limited time (up to a maximum of 

one year).  

 

Road user charges: All foreign-registered trucks in Southern African countries must pay road user charges. These 

are collected to pay for road maintenance and are based on the gross vehicle mass (GVM). Domestically-registered 

vehicles do not have to pay because these charges are supposed to be included in their road taxes and license fees. 

Both SADC and COMESA recommend cost recovery for transport infrastructure from users, irrespective of where 

vehicles are registered, but on a non-discriminatory basis. However, differences in the charges levied on foreign-

registered vehicles across the Southern African region have been identified as impediments to trade and an 

integrated regional market for transport ï see Table 6. This is because they protect truck operators in some countries 

(e.g. Mozambique) from foreign competition, often at the expense of transport quality and port volumes.  

 

Table 6: Road user charges in Southern Africa differ by country 

 

 

 

 

 

GVM restrictions: Differences in the allowable maximum gross vehicle mass has important impacts on the 

efficiency of regional transport operations. Because of differences in load limits, transport operators can be fined or 

required to reduce their loads when transporting merchandise across regional borders. For example, the regional 

recommendation is 56 tons, but Kenya has a lower limit of 48 tons. 

 

Insurance: Different methods are used to provide third party liability insurance across borders. Transporting goods 

regionally requires transport companies to obtain some form of insurance to cover liabilities that may arise from 

accidents that occur abroad. However, the lack of a standardized regional third party insurance regime serves to raise 

costs.  

 

Source: Adapted from Raballand et al., 2008. 

US$ per 100km Country of destination 

Country of entry: Malawi Mozambique Zambia Zimbabwe South Africa Botswana 

Malawi - 50 10 10 No user fees: 

road tolls 

User fees, no 

distance 

related except 

for Trans-

Kalahari 

(about 

US$16/100km) 

Mozambique 50 - 50 50 

Zambia 10 50 - 10 

Zimbabwe 10 50 10 - 
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(ii)          Cumbersome fiscal arrangements necessitate borders              

31.     Fiscal borders across Southern African countries are unnecessarily complicated, inefficient and 

contribute to higher trade costs. The three main reasons SACU retains internal border posts, even though 

it is a customs union, are to capture data on intra-SACU trade for revenue sharing purposes; administer 

NTBs e.g. infant industry protection; and, because domestic sales taxes have not yet been harmonized, 

requiring refunds and payments (see Box 2).  

32.      The costs and delays associated with these procedures reduce trade flows between Southern 

African countries. Jitsing and Stern (2008) estimate that the costs arising from the application of different 

VAT systems on intra-SACU trade are up to 2 percent of the value of each transaction. The root cause of 

these costs arises from the risk of consignments being taxed twice in both the exporting and importing 

countries as well as delays in receiving VAT refunds.  

Box 2: VAT and sales tax in SACU 

Botswana: VAT is charged on all goods a standard rate of 12% with the exception of basic foodstuffs which are 

zero rated. 

  
Lesotho: VAT is levied at a standard rate of 14% and charged at 15% on alcoholic beverages and tobacco and 5% 

on electricity and telephone calls. Basic foodstuffs are zero rated while services such as education, financial 

services, passenger transport, insurance services and medical services are exempt. 

  
Namibia: VAT is levied at a standard rate of 15%. Financial services, medical services and education services are 

exempt.  

 

South Africa: VAT is levied at a standard rate of 14%. VAT exempt supplies include certain financial services, 

education services, passenger transport and residential accommodation.  

 

Swaziland: Swaziland imposes a general sales tax of 14% for most goods (25% for alcoholic beverages) and 12% 

on services. 

        

 

(iii)         Restrictive rules of origin limit preferential trade  

33.      Onerous local content requirements in rules of origin (ROOs) reduce the utilization of tariff 

preferences offered by RTAs, particularly in labor intensive sectors (e.g. clothing) that use capital 

intensive inputs not produced competitively in the region (e.g. fabrics) ï see Box 3. A recent example of 

the cost associated with meeting ROOs involves SACU moving to more restrictive rules (double 

transformation) on selected clothing imports from Malawi, Mozambique, Tanzania and Zambia following 

the expiration of the MMTZ-SACU Market Access Arrangement at the beginning of 2010. This has 

resulted in clothing producers in these countries being no longer able to compete in the regional market 

(e.g. Bidserv in Malawi). It has also further distorted investment decisions as some of these firms have 

relocated to the BLNS countries as a result of the change to avoid the loss of preferences in supplying the 

South African market. For other products where ROOs have been so contentious (e.g. wheat flour) or 

simply not agreed (e.g. certain electrical products for which rules were only finalized as recently as April 

2010) preferential trade within the region has been effectively prohibited (Naumann, 2008). 
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Box 3: Rules of origin in Southern African RTAs 

ROOs are particularly restrictive in SADC as they are more product- and process-specific than the simple value-

added criterion that can be used under the COMESA FTA, for example.  

 

SADC ROOs have also continued to evolve over the past few years. The treatment of products in some sectors has 

remained subject to review and negotiation. One of the most contentious issues has been the differentiated treatment 

afforded to SACU clothing imports from four of the Least Developed Countries in SADC. Mozambique, Malawi, 

Tanzania and Zambia (MMTZ) have in the past received a derogation to rules of origin (single transformation) 

under which certain lines of clothing exports from these countries to SACU would qualify for preferences under 

SADC even if they were cut and sewn (locally) from third country fabric. This derogation from the main rules has 

however been subject to various restrictions, including quantitative restrictions and administrative arrangements to 

ensure compliance as well as time limits. It was last granted at the end of March 2007 and was set to run through 31 

December 2009. Since then, however, the derogation has not been renewed. 

 

COMESA ROOs have caused problems too. While COMESA has adopted a 35% value-added rule, not all countries 

have adopted this. Egypt unilaterally imposes a 45 percent local content rule. Until recently, Zambia, Uganda and 

Malawi did the same. Rules in two sectors have also proven to be particularly contentious under COMESA. For 

wheat flour, the 35% value added rule has generated difficulties for exporters in Egypt and Mauritius that do not 

produce wheat grain, but import the raw material from the world market. In periods of high wheat prices, such as 

those experienced in 2007, this meant that these countries were unable to meet the value added requirement. With 

palm oil, there have been disputes over ROOs (e.g. Zambia-Kenya) because of difficulties assigning value added. 

These have arisen because a number of products can be produced from the raw material such as cooking oil, soap 

and margarine. 

 

34.       Compliance costs with administering certificates of origin also undermine preferential margins 

and therefore the incentive to trade regionally. Shoprite, for example, spends US$5.8 million per year in 

dealing with the red tape (e.g. filing certificates of origin; obtaining import permits) necessarily to secure 

US$13.6 million in duty savings under SADC ï see Box 4.  

 

Box 4: Obstacles facing the utilization of tariff preferences in SADC  - the case of Shoprite 

 

Shoprite is a South African-based retail and fast food company that operates over 1,200 stores under various names 

(e.g. Shoprite, OK Furniture, Checkers, Hungry Lion, Usave, House & Home) in 17 African countries as well as in 

India. The company accounts for 30 percent of South African retail trade.  

 

In 2009, over 15% of Shopriteôs revenues came from stores based outside of South Africa. In securing these a key 

challenge has been administering compliance with the rules of origin to qualify for SADC preferences on 

consignments sent to its stores outside of SACU. In particular: 

 

¶ The value of SADC preferences to Shoprite was US$13.6 million in 2009 on US$550 million of exports to the 

region (implying an average margin of preference of 2.4%). 

 

¶ The cost of proving eligibility for preferences on this trade was US$5.8 million in the same year. These costs 

comprised: 40% for staff to maintain customs data for shipments; 40% on in-house clearing and forwarding; and, 

20% on the maintenance of a library to demonstrate compliance with rules of origin for suppliers. 

 

Source: Charalambides (2010). 
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35.       Woolworths does not use SADC preferences at all in sending regionally-produced consignments 

of food and clothing to its franchise stores in non-SACU SADC markets. Instead it simply pays full tariffs 

because it currently deems the process of administering ROO documentation to be too costly. Estimates 

indicate that in 2009 it could have benefited from duty savings of US$0.6 million on US$3.2 million of 

exports to Mozambique, Tanzania and Zambia ï a cost saving on imports for franchise holders in these 

markets of up to 19% and a strong incentive to source more of its products regionally (Charalambides, 

2010). 

 

(iv)         Poorly designed technical regulations and standards limit consumer choice and hamper   

               trade 
 
36.       As tariff barriers have come down on both regional and international trade, the way in which 

technical regulations and standards are designed and implemented is playing an increasingly important 

role in trade outcomes. Used correctly, technical regulations
14

 and standards are a core part of any 

countryôs ósoftô infrastructure. They form an important part of the operating conditions for firms and 

influence the possible routes to securing market access in both regional and global markets. As 

information, standards spread knowledge on the requirements for market acceptability, reducing 

uncertainty for both producers and consumers.  Efficient technical regulations and standards therefore 

have the potential to benefit all countries within the Southern African region, particularly for small firms 

that often struggle to meet the costs associated with information about potential export markets. 

37.       However, standards regimes in Southern Africa are not achieving these objectives. Instead they 

are often characterized by an over-reliance on mandatory inspections and certifications, unique national 

(rather than regional or international) standards, overlapping responsibilities for regulation and, 

occasionally, heavy government involvement in all dimensions of the standards system. 

38.      This creates unnecessary barriers to trade, especially when technical regulations and standards are 

applied in a discriminatory fashion against imports. Furthermore, when domestic and foreign technical 

regulations and conformity assessment regimes differ, additional costs are imposed on suppliers that cater 

for domestic and export markets since they may have to produce under different standards for each and 

the good or service may be subject to testing at both origin and destination. These costs are further 

increased if different trading partners themselves impose different requirements.  

39.     The effectiveness of national standards bodies in Southern Africa varies considerably, from world 

class leaders to virtually ineffective.  For the standards bodies in the smaller countries it would, therefore, 

be better to seek closer collaboration with South Africa, within the context of SACU or SADC, rather 

than increasing recurrent budgets to establish independent regulatory agencies and conformity assessment 

                                                      
14

 A technical regulation is a compulsory specification imposed by a government to secure a public policy objective 

such as health, safety and environmental or consumer protection. In contrast, standards are voluntary and market 

driven and reflect the demands and tastes of consumers or the technical requirements of industrial buyers. Both 

technical regulations and standards can of course be technical barriers to trade. For example, when a standard is 

referred to within a contract of sale, conformity with it becomes mandatory for the purposes of the transactions 

covered under the contract. In other words, while compliance with a standard can be legally voluntary, it might be 

de facto necessary to ensure sales since voluntary standards can be enforced by the market. 
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bodies that may otherwise always have trouble with staffing. However, most authorities in Southern 

Africa still believe that they need to develop regulations and conduct testing themselves.  

40.       International good practice is to use technical regulations only to ensure core public policy 

objectives such as maintaining safety. Standards should be used in all other cases, including indicating 

product characteristics to consumers (e.g. colour, taste, size). By using voluntary standards more 

intensively, as well as applying more rigorous regulatory impact assessment (RIA), creates a more user 

friendly system for businesses and traders. But in many Southern African countries, scarce public 

resources are being wasted on developing and enforcing technical regulations that go well beyond issues 

of purely public interest into other areas, like quality attributes or even classic protection.  

41.      One example is shoes in Mauritius where the Chamber of Commerce has proposed the 

development of a regulation to govern their quality to prevent the entry of low cost Chinese sandals that 

are perceived to have a tendency to break or tear more quickly than domestically-produced ones. 

However, these are often the only shoes that the poorest people in Mauritius can afford to buy.  

42.         Similarly, in most Southern African countries there are also no procedures by which technical 

regulations are assessed in terms of their consistency with public policy objectives; whether countries and 

the private sector have the capacity to implement them; or, their impact on trade and competitiveness. The 

main objective, therefore, should be to make regulations more efficient at achieving public policy 

objectives while minimizing their impact on trade. In particular, no óOffice of Regulatory Reformô or 

similar structure exists in any Southern African country to review the justification for both new and 

existing technical regulations.  

43.      The absence of RIA causes problems and raises trade costs. For example, in Mauritius the 

Dangerous Drug Act bans the importation of a list of toxic chemicals, but there is no capacity to test 

imports of final products containing these, such as paints (Brenton et al., 2009). South Africa has only 

just started to provide routine impact assessment for new technical regulations, although problems persist 

with a number of regulations developed before this. For instance, the environmental levy on plastic bags 

was introduced there to reduce problems associated with litter, but the technical regulation governing it 

also ended up regulating unrelated issues such as the minimum thickness of the plastic to be used as well 

as the size of the text that could be printed on the bags.  

44.       Multilateral accords such as the WTO TBT Agreement as well as regional ones including the TBT 

Annex to the SADC Trade Protocol advocate that countries adopt international standards where both 

available and relevant to the countryôs stage of development, under the assumption that these do not 

create unnecessary barriers to trade. But in practice, nationally-developed standards and technical 

regulations often dominate in Southern Africa.  

45.      An example where a lack of applied harmonization is restricting regional trade is Portland cement. 

There are at least five types of Portland cement and differences in standards for the product largely 

concern how these types are classified. While SADC has managed to agree on a harmonized standard 

(based on the European one) for cement, some member states have not withdrawn their own competing 

regulations based on old British standards that were developed in the 1950s. The difference in standards 

(classification of cement) is important in practical terms because it determines the design of buildings that 
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are built using it. Construction on the first Mozal plant in Mozambique, designed to be built with EU-

classified cement, could not use locally-produced material since this was not accounted for in the building 

plan. 

46.       A second example in which differences in national technical regulations are restricting intra-

regional trade in Southern Africa is the transportation of hazardous chemicals. The classification used to 

identify these differs among countries. This means that as chemicals cross borders they often have to be 

reclassified, which can even involve changing the type of vehicle used to transport the chemical at the 

border. Again, differences do not affect safety of the product, but are simply a matter of classification.
15

 

South Africa is now proposing to adopt an internationally harmonized technical regulation domestically 

(based on the UN system for classifying hazardous chemicals) that it then aims to extend regionally by 

getting industries in neighboring countries to participate.  

47. Standards bodies in most Southern African countries are often the same as those that do the 

conformity assessment and run their own laboratories. This can create (at least perceived) conflicts of 

interest with frequent allegations from the private sector that testing requirements for technical 

regulations are set in such a way that the laboratories are guaranteed business. Within Southern Africa, 

the regulatory function has been split for just one country ï South Africa ï and this only very recently. 

Until February 2009, the South African Bureau of Standards (SABS) assumed the responsibility to both 

develop standards and make them compulsory (in its regulatory division). But it now only develops 

standards and testing leaving a dedicated regulatory body (the National Regulator for Compulsory 

Specifications) to do the enforcement work. 

48. There is also no country within Southern Africa that bases its conformity assessment on a formal 

risk assessment of the consequential costs should a good or service fail to meet the requirements of a 

technical regulation. Consequently, in some Southern African countries there appears to be a tendency to 

implement technical regulations that are very difficult to justify on scientific and technical grounds as to 

why protection is required. This is most often the case in those very countries that have national standards 

bodies with their own laboratory capacity which tend to favor approaches for testing that use them. This is 

contrary to international best practice and is costly for the country as a whole as it means the government 

is obliged to keep on providing modern testing equipment; the supplier may have to have the goods tested 

and re-tested every time they transit a border; and, ultimately consumers pay a higher price for the end 

product associated with these unnecessary services.  

49. Within Southern African countries, the absence of clearly defined principles for regulation, 

procedures and responsibilities often leads to duplication across ministries and agencies. This is often 

reflected in the need for permits or licenses to trade from a number of institutions, all of which may 

ostensibly be designed to achieve similar objectives. For example, in Mauritius the export of fish requires 

permits from the Ministry of Fisheries and the Ministry of Agriculture which are used to collect 

information ï information that is also recorded by Customs and readily available from them (Brenton et 

                                                      
15

 The problem is aggravated by differences that also exist in national regulations. For example, South Africa itself 

has six national regulations that cover the transport of dangerous chemicals. Transportation of chemicals by rail is 

governed by one set of rules and road transport by another. Labor used in the transportation of chemicals has yet 

another set of regulations.  Added to this, each municipality can require permits for hazardous materials passing 

through their jurisdiction. For some, trucks must arrive empty before a permit is issued. 
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al., 2009). And in South Africa, fixed telephony equipment such as fax machines have to comply not only 

with technical regulations for safety (administered by SABS) but also overlapping specifications relating 

to electromagnetic interference and connectivity (administered by the Independent Communications 

Authority of South Africa). These impose additional costs for traders and the private sector due to 

creating multiple requirements for the same product, differences in administrative measures and 

confusion over which technical regulation takes precedence in case of dispute.  

 

(v)        Other non-tariff barriers restrict opportunities for regional sourcing  

 

50.       Other barriers such as trade permits, export taxes, import licenses and bans also persist. Shoprite, 

for example, spends US$20,000 per week on securing import permits to distribute meat, milk and plant-

based goods to its stores in Zambia alone. For all countries it operates in, about 100 (single entry) import 

permits are applied for every week; this can rise up to 300 per week in peak periods. Lack of coordination 

across Government Ministries and regulatory authorities also auses significant delays, particularly in 

authorizing trade for new products. Another South African retailer took three years to get permission to 

export processed beef and pork from South Africa to the Zambian market.  

51.       In SACU, national protection for infant industries has often been used to justify import bans. 

Seasonal import bans on maize, maize meal, wheat and wheat flour ensure that domestic production is 

consumed first. Swazilandôs imports of wheat flour were effectively prohibited for half of 2009 because 

no import permits were issued for six months of that year.  

52.      Export taxes also impose costs and inhibit the development of regional supply chains. A case in 

point is small stock exports from Namibia. Since 2004 the Namibian Government has established a 

scheme to encourage local slaughtering. Initially under this scheme quantitative restrictions on live sheep 

exports were imposed coupled with a discretionary permit system. These have since been replaced by a 

flexible levy. Under the former arrangement, the quantity of live sheep allowed to be exported from 

Namibia was set as a function of the number of sheep slaughtered domestically, initially set at 1:1 but 

later on decreased to 1:6. Under the latest arrangement, quotas for live sheep exports have now been 

abolished and, instead, replaced with a flexible ad valorem levy of between 15-30 percent.
16

 The new 

arrangement is more restrictive than the old quota system and has virtually closed the border for the 

export of any live sheep from Namibia to South Africa.  

53.      The impact of Namibiaôs export restrictions on the live sheep industry in both Namibia and South 

Africa has been significant, and particularly adverse on abattoirs situated in the Northern and Western 

Cape. Examples are numerous. Between July 2004 and May 2008, Namibian exports of live sheep to 

South Africa decreased by 84%. Total sheep production in Namibia also fell from one million in 2008 to 

800,000 in 2009 as traditional sheep framers have switched to alternative activities such as cattle and 

game farming. There have also been cases of livestock smuggling from Namibia to avoid the tax. In 

South Africa, 975 full-time jobs are at risk due to the scheme, especially in the bigger abattoirs that focus 

on slaughtering Namibian sheep during the low season to better utilize slaughter capacity (Talijaard et al., 
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The levies collected will be pooled into a special fund under the custody of the local Meat Board, and used for the 

development and promotion of the sheep industry. 
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2009). In addition, Namibian sheep farmers have become almost entirely dependent on the four Namibian 

export abattoirs where they were previously able to sell more sheep to the South African market and 

received a higher price (PWC, 2007). At least 90 percent of the carcasses from sheep slaughtered in 

Namibia are exported to South Africa, so the small stock export abattoirs in Namibia have essentially 

been granted an oligopsony where they do not have to perform efficiently or pay a competitive price to 

producers. These same abattoirs were supposed to do value addition to the primary product for the benefit 

of the domestic industry but over the past six years have largely failed to do so apart from slaughtering 

and skinning sheep locally. 

 

(vi)     Tariff peaks persist and necessitate NTBs 

54.     The restrictiveness of ROOs, lengthy delays at borders and other NTBs such as burdensome 

administrative requirements for customs are often related to the persistence of tariff peaks. South Africa, 

for example, has the most developed textiles sector in the region as well as a mature clothing industry. 

Both sectors are facing increased wage costs and so are heavily protected by a high SACU common 

external tariff. In order not to undermine this protection, South Africa has maintained a restrictive stance 

on ROOs (requiring double transformation) for preferential imports of clothing from other SADC 

countries to prevent the use of lower-cost third country fabrics (e.g. from China) entering through SADC 

countries (with lower MFN tariffs) for sale in South Africa.  

55.      Large differences in applied MFN tariffs between neighboring countries in the same RTA as well 

as large gaps in tariffs between similar products therefore create incentives for trade deflection or even 

fraud, mis-classification and smuggling. These all require additional customs resources and measures to 

deal with which, in the absence of these problems, could instead be used for trade facilitation.  

56.      Lower, more uniform tariffs applied across all countries would significantly reduce the need for 

many of the barriers which persist on regional trade in Southern Africa. While the objective that the 

SADC FTA cover at least 85 percent of intra-SADC trade by value has been met for most countries, tariff 

reduction commitments on the remaining sensitive products for which tariff peaks are most commonly 

found (textiles, clothing, cotton, cereals, dairy, motor vehicles) are starting to lag. Some SADC countries 

have also failed to formally join the FTA. Malawi still imposes its 2004 tariff commitments on SADC 

imports, although it has recently announced that it will soon be taking steps to align its tariffs to meet its 

current obligations (Kandodo, 2010).
17

 Zimbabwe is also lagging in its regional tariff reduction 

commitments and is even proposing to increase duty on competing products imported under SADC to 

relieve import competition. The proposal will affect imports of food preparations (from duty free under 

SADC to 10% tariff); piping (to 15%), plastic packaging (to 15%), flexible containers (to 15%), and 

galvanized steel sheets (to 20%) (Government of Zimbabwe, 2010). Angola has yet not yet presented a 

market access offer under the SADC Trade Protocol and the Democratic Republic of Congo and 

Seychelles have yet to accede to it. Madagascar has been suspended following its coup dô®tat. For all 
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Specifically, the 2010/11 Budget Speech refers to reducing Malawiôs tariffs to zero on imports of raw materials 

from SADC. 
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countries, there are also some sectors which will not be liberalized at all or for which regional trade is 

more closely regulated e.g. sugar (see Box 5). 

 

 

 

 

 

 

 

 

57.     Tariff barriers to intra-regional trade also persist in COMESA. While tariff elimination on intra-

FTA trade is complete, most COMESA non-FTA members (Democratic Republic of Congo, Comoros, 

Eritrea, Ethiopia, Seychelles and Uganda) still impose relatively high tariffs on intra-COMESA trade 

although a few (e.g. Seychelles) have shown a willingness to join the FTA soon.  

58.     Under SACU - an established customs union - tariff barriers also persevere. The SACU Agreement 

permits national protection for infant industries in the BLNS countries but not in South Africa. Under the 

provisions for this, the BLNS countries can impose duties on imports from South Africa provided that the 

same tariffs are also imposed on imports from the rest of the world. Namibia has used the provision to 

protect a pasta manufacturer and broilers and maintains protection on UHT milk production even though 

the SACU-mandated 8 year limit to do this recently expired. Botswana has recently used the provision to 

limit imports of specific varieties of tomatoes and UHT milk. However, the economic evidence to support 

infant industry protection based on developing globally competitive firms or creating significant numbers 

of sustainable jobs remains very weak (see Box 6). The costs associated with this type of protection are 

also high. Erasmus and Flatters (2003) find that infant industry protection for Namibian pasta increased 

prices and limited choice, since quality imported pasta made using durum wheat became largely 

unavailable, but created less than 20 jobs. Flatters (2010) estimates that Botswana protection for its UHT 

milk production cost consumers there US$16 million per year ï equivalent to at least US$160,000 per job 

saved where the annual wage of factory worker in Botswana is no more than US$1,500. While South 

Africa is not allowed to protect its infant industries under the SACU Agreement it has managed to shield 

its mature sectors from intra-SACU competition through imposing antidumping duties (most recently on 

imports of chicken).  

  

Box 5: The SADC Sugar Cooperation Agreement 

The SADC Sugar Cooperation Agreement under the Trade Protocol outlines the market access arrangements 

for regional trade in sugar between SADC member states. It is designed as a non-reciprocal market access 

agreement for non-SACU SADC countries exporting to the SACU market with the goal of full liberalization 

and reciprocity by 2012. Each non-SACU SADC country is granted access to a portion of the SACU sugar 

market based on the annual growth in SACU demand. Each countryôs share of the SACU market is 

determined by the size of its net surplus (defined as domestic output minus domestic consumption and 

exports to the EU and US under preferences) relative to total SADC net sugar surplus production, with a 

guaranteed minimum access of 138,000 tons. In addition, an annual duty-free tariff quota of 20,000 tons of 

sugar to the SACU market is open to non-SACU SADC net surplus sugar producers. Access is allocated 

according to the net surplus production of each country relative to total non-SACU SADC net surplus 

production. 
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Box 6: Creating comparative advantage: does industrial policy work? 

 

Several countries, including South Africa, have encountered some disappointment with the results of pursuing 

liberal economic policies, also termed ñthe Washington Consensusò. Although few countries ever followed the pure 

form of these policies, some countries in East Asia adhered to some (but far from all) of its components and 

experienced extraordinary rapid growth for a period of three decades or more. Examples include South Korea during 

the 1960s-70 and Malaysia in the 1970s-80s.  But other countries that managed to align their macroeconomic and 

trade regimes much closer to the idealized consensus failed to experience comparable growth. Consequently in some 

African countries, and many Latin American ones as well, there is now an understandable search as to why and 

many policymakers have expressed interest in exploring options for industrial policy which can include the use of 

infant industry protection. 

 

So, is there a case for government intervention to actively promote particular sectors, at the expense of others?  

 

Almost all countries, including Southern African ones, use one form of industrial policy or another. Market failures 

often inhibit trade such that left unattended a market system may not yield socially efficient outcomes. The issue, 

therefore, is not so much one of no intervention versus intervention but rather the form these interventions take. 

 

One view is that export growth and diversification are best promoted by unleashing the power of the market and 

reducing the role of government as much as possible. In other words, problems with poor trade performance can be 

associated with ñgovernment failuresò such as protecting inefficient industries (at the expense of releasing factors of 

production needed to grow efficient ones); creating barriers to competition; and, rent seeking. Consequently the 

most appropriate role for government policy is simply to remove these constraints. 

 

The opposite view, similar to that prevailing in South Africa today, assumes that firms may produce tradable goods 

at an initial cost disadvantage, due to the limited industrial history of the country, for example, but if temporarily 

nurtured can become more cost efficient to compete with imports in the local market or successfully export. This 

process requires more activist sector-specific policies to create dynamic scale economies (infant industries). 

Government interventions therefore require the proper identification of shortcomings and the right combination of 

policies to deal with them (Rodrik 2004; 2007). However, even here, strategic trade policies (e.g. tariffs) are 

unlikely to be the most efficient instrument and better policies will always be available. 

 

So has industrial policy worked based on international experience and is it still relevant in an increasingly globalized 

world? 

 

Pack and Saggi (2006) show that the economic evidence in support of infant industry protection is weak. While 

government intervention may co-exist with success, in many cases industrial policy has failed to yield any gains and 

the costs of mistakes (e.g. in providing subsidies) have outweighed the benefits even where industrial policy has 

been successful. Four main reasons are cited for this. First, governments are ineffective at picking winners. The 

prospects for most new industries are uncertain and no one knows whether or not a particular infant industry will be 

profitable in the future. Secondly, strategic tariff policy is subject to capture by industrial lobbies or labor unions. 

Thirdly, the evolution of globalization (i.e. the emergence of international production chains and buyer-led 

networks) makes industrial policy less relevant since simply achieving low costs is no longer sufficient to realize 

foreign sales. For example, retailers often place very large orders that are well beyond the production capacities of 

smaller firms even if they have learned sufficiently to become cost competitive in small quantities. Finally, globally 

competitive firms increasingly require the ability to adjust rapidly to demands for: improvements in their quality; 

changes in the characteristics of their existing goods and services; and, very fast innovation to produce new goods 

and services. Governments are simply too slow to respond.  
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Country  Average 

applied MFN 

tariff  

% 

# non-zero ad 

valorem tariff 

bands 

Maximum 

tariff  

 

% 

% of duty -free 

tariff lines  

% of tariff 

peaks 

 

Ó15% 

Angola 7.3 6 30 0 10 

DR Congo 12.0 3 30 0 35 

Madagascar 12.5 3 20 2 38 

Malawi 13.0 5 25 10 37 

Mauritius 2.9 3 30 88 6 

Mozambique 10.1 4 20 3 34 

SACU 7.8 36 60 60 21 

Tanzania 12.6 9 100 37 41 

Zambia 13.8 3 25 19.3 33 

Zimbabwe 25.5 18 60 6.2 35 

 

59.       Restrictive tariffs on third country imports also remain. Since extra-regional trade is, and will most 

likely remain, more important than regional for most Southern African countries, it is essential that 

regional integration policies be outward-orientated. High external tariffs lead to trade diversion and 

reduce competitiveness of countries on both regional and global markets. 

60.     Table 7 illustrates applied MFN tariffs across Southern African countries. It shows that for most 

countries in the region over one-third of tariff lines are peaks (high tariffs with an ad valorem rate equal to 

or over 15%). The table also shows that tariff structures vary greatly in terms of their complexity. The 

most complex case by far is SACU which, despite having 60 percent of its tariff lines duty-free, has 36 

non-zero ad valorem tariff bands rising to 100 bands if non-ad valorem rates are included. While 

significant progress has been made in liberalizing SACUôs external tariff structure of the early 1990s, 

tariff reductions largely stopped post-1999 once South Africa had met most of its WTO Uruguay Round 

commitments.  

Table 7: Most Southern African countries maintain a high number of tariff peaks 

 

 

 

 

 

 

 

Source: UNCTAD TRAINS 

61.      The current SACU tariff structure largely reflects the relative strengths of previous sector lobbying 

efforts, and is riddled with inconsistencies that have inadvertent effects. For example, in 2004 the SACU 

rates on salmon, trout and smoked fish were 25% while tuna, sole, halibut, lobster and crab were duty 

free. Rates were 35% for mangoes, 20% for strawberries, 10% for dried apricots, 5% for bananas, 

oranges, grapes, pears and kiwi while nuts were duty free. Tea attracted lower duty if it was imported in 

smaller packages (see Edwards and Lawrence, 2010). Tariff rationalization and simplification therefore 

remain pressing issues for the region as is the persistence of high protection in sensitive sectors, such as 

textiles and clothing. 

62.      South Africa, for its part, has chosen a growth and development path that prioritizes upgrading in 

labor intensive sectors through industrial policy interventions in the economy aimed at generating 

comparative advantage and promoting value added exports. As part of this, a strategic tariff policy is 

being advocated in which import duties are decided on a sector-by-sector basis. Duties on mature 

upstream input industries will be lowered or removed to lower costs for downstream production and 

tariffs on downstream industries, particularly employment-intensive ones, will be retained or raised, 

limited of course by binding obligations under the WTO or other regional trade commitments. This 
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approach assumes all market failures systematically retarding trade growth can be dealt with by strategic 

trade policy on a sector-by-sector basis. However the types of institutional arrangements needed to pursue 

it  might have a high probability of capture by lobbies and, therefore, a low chance of success. A better 

alternative would be to provide support without the use of specific trade policies and in a way that has no 

overt sector bias such as providing information; improving access to credit; or, providing training that 

benefits all firms and not just those in favored activities. 

III.    What is being done at the regional level and which further policy reforms are needed 

to reduce fragmentation in the Southern African market? 

 

63. The previous sections show that intra-regional trade in Southern Africa remains constrained due 

to remaining barriers. This section explores those reforms already being undertaken at the regional level 

to address some of these constraints and identifies what more needs to be done to further reduce market 

fragmentation.  

64. Recent analysis suggests that reducing the width of borders to reduce trade costs and enable firms 

to scale up production is crucial in allowing firms to access both regional and global markets. However, 

as shown in Figure 9 economic borders in Africa remain relatively thick compared to other parts of the 

world and, within Africa, borders in Southern Africa are thicker than those in East Africa. How can the 

width of these borders be narrowed? 

Figure 9: Economic borders in Southern Africa remain thick
18

 

 

 

 

 

 

 

 

 

Source: World Bank (2008b).
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 The wider the border, the more the country limits trade, travel and the flow of factors of production. The measure 

uses information for average tariffs (World Bank data), capital openness (Chinn and Ito, 2006), proportion of 

countries that need a visa to visit that country (Neumayer, 2006) and a press freedom index that includes information 

such as internet filtering (Reporters without Borders for Press Freedom, 2007).  
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(i)        Reduce inefficiencies in transport, customs and logistics 

65.     Efficient logistics are critical for trade. In order for RTAs to be effective, intra-regional trade must 

be able to move at low cost and without incurring significant delays. Efficiency improvements in the 

transport sector in Southern Africa would therefore have significant effects on reducing import costs and 

increasing export competitiveness.  Easing policy-related constraints would also increase returns to new 

regional infrastructure investments.  

 

           Policy is often as important as infrastructure 

66.      High transport costs in Southern Africa are a combination of many determinants that are very often 

country-specific. The problem can be attributed to market structure and regulation (Rizet and Hine, 1993) 

as well as weak infrastructure and distance to major markets (Pedersen, 2001). 

Figure 10: Main regional transport corridors in Southern Africa 

 

 

 

 

 

 

 

 

 

 

 

Source: TradeMark Southern Africa. 

             

67.      In the past it was simply assumed that large investments in improving African infrastructure would 

reduce transport costs. While such improvements have facilitated road and sea transport (the efficiency of 

rail transport in the region has deteriorated dramatically over the past decade) and reduced the costs for 

transport firms operating in these sectors, there has been relatively little impact on transport prices. 

Possible reasons for this included most projects covering only a single transport mode or agency and 

focusing more on the development of physical facilities rather than policy constraints. For example, 
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inefficiencies at border crossings and roadblocks are also important and can make a significant 

contribution to transit delays and costs (Arvis et al., 2007).
19

 Regional agreements, corridor operations 

(see Figure 10) and the streamlining of regulations affecting transport have often been neglected. This 

means that in addition to improving transport infrastructure, transport prices can also be reduced through 

ensuring there is strong competition and effective regulation of the providers of key transport services 

within the region as well as streamlined border procedures.  

 

          Reducing border crossing times through streamlining borer management procedures and  

          implementing trade facilitation measures would have the biggest impact 

 

68.     Among these policy interventions, lowering border crossing times has been estimated to have the 

biggest impact on reducing transport prices, at least along the main transports corridors in Southern 

Africa. Delays at Beit Bridge and Ressano Garcia often take a minimum of four days, for example. The 

cost of these delays to trucking companies at these borders have been estimated at US$3.5 million each 

year, equivalent to a 25 percent surcharge on transport along the corridor (Teravaninthorn and Raballand, 

2009).  Creation of one-stop border posts (OSBPs) would therefore be a good solution for Southern 

Africa to facilitate trade between South Africa and its neighbors.  However, implementation of most 

OSBPs that have already been agreed (see Box 7) is lagging far behind schedule. OSBPs are also just one 

part of a more comprehensive  border management solution for the region. Rationalizing the number of 

border agencies involved in cross-border trade as well as the number of requirements for consignments 

(e.g. import permits) would also shorten the time it takes for goods to cross borders. For example, the 

OSBP at Chirundu has now been established but the main outstanding issue there is the harmonization of 

customs procedures. Consequently border crossing times are half what they used to be but only for 

personal traffic. Crossing times for commercial traffic have stayed largely the same due to different 

procedures required by the two countriesô authorities.  

Box 7: One-stop border post initiatives in Southern Africa 

Implementing OSBPs has experienced substantial attention in Southern Africa in recent years. The development of 

OSBPs is an important complement to trade liberalization and regional integration efforts to increase intra-regional 

trade and alleviating constraints to transit trade for landlocked countries. The main operational principle of OSBPs is 

that all border agencies from the countries concerned operate side-by-side in the same control zone and coordinate 

and integrate their activities as much as possible.  

Current initiatives to create OSBPs in Southern Africa include those between South Africa and Mozambique at 

Lebombo/Ressano Garcia; South Africa and Lesotho at Maseru Bridge; Mozambique and Swaziland; Zambia and 

Zimbabwe at Chirundu; between Zimbabwe and Mozambique at Forbes/Machipanda; along the Trans-Kalahari 

Corridor; Tunduma/Nakonde between Zambia and Tanzania; Kazingula between Botswana and Zambia; and, 

Kasumbalesa between DR Congo and Zambia. 
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 For example, along the North-South Corridor, a journey of 3,000 kilometers from Lusaka to the port of Durban by 

road freight takes on average 8 days to complete, including 4 days of travel time and 4 days spent at border 

crossings. Thus, even though trucks when moving are running at speeds of 50-60km/h, the effective speed of freight 

movement is no more than 12km/h. The cost of delays for an eight axle interlink truck has been estimated to be 

US$300 per day, which given traffic volumes represents a loss of more than US$50 million per year due to border 

delays (Cudmore and Whalley, 2003).   
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         Improving competition among regional transport operators would also lower costs 

69.     Road transport in the Southern Africa region is the dominant mode of transport, linking goods and 

people to the regional market. However, barriers remain at the regional level which constrain 

opportunities for regional providers.  Policy reforms that might ease these constraints are as follows. 

70.      Finalize a regional agreement on market access for transport operators: In an effort to bring some 

standardization to the many bilateral transport agreements, SADC drafted a multilateral agreement for 

signature by all member states in 2002. This agreement, based on a similar one is SACU, provides the 

regulatory framework for liberalizing regional road transport. However some countries remain unwilling 

to sign the agreement.  

71.     Expand the third country rule and cabotage: Both cabotage restrictions and the third country rule 

aggravate the problem of scale in the region. For example, one of the reasons trucking costs in Namibia 

and Botswana are so high is that small local trucking companies do not always manage to fill full loads 

and, even if they do, they usually do not have any backhaul. This means exporters in these countries may 

have to pay up to twice for road transport than that charged to a trader in South Africa. Allowing third 

country operators and cabotage would help overcome these scale-related problems in the transport sector 

and would lower prices. 

72.       Adopt non-discriminatory road user charges: While efforts have been made to harmonize road 

user charges across the region (e.g. SADC and COMESA have both recommended that road user charges 

for trucks be US$10 per 100km) it is most likely that these will remain a matter of negotiation and 

reciprocity between Southern African countries. This is due, on the one hand, to the different unit costs of 

road infrastructure between countries linked to traffic volumes and, on the other, to the many different 

sources of road financing arrangements in place e.g. road tolls in South Africa. What matters most, 

however, is that foreign users do not pay more than domestic ones. 

73.      Harmonize GVM and other transport restrictions: If all countries in Southern Africa used standard 

limits, a truck correctly loaded in one country would remain correctly loaded in another. However despite 

the strong case for harmonizing GVM requirements across the region, progress has been uneven. While 

most SADC countries have adjusted to the regionally recommended limit of 56 tons, a few have not e.g. 

Botswana (50,200kg), and often use lower limits to protect their domestic transport sector. There are also 

other restrictions that differ between countries (e.g. pontoon and bridge restrictions) and some (e.g. 

Tanzania; Mozambique outside the N4 corridor) do not allow interlink trucks. 

74.    Adopt a standardized regional third party insurance scheme: There are currently three main 

systems of third party liability insurance in use for cross-border transport operations in Southern Africa, 

namely cash payments, fuel levies (SACU) and the Yellow Card Scheme (COMESA). The COMESA 

Yellow Card scheme is the most successful and is valid in a number of COMESA member states meaning 

transporters and motorists do not have to purchase insurance coverage at each border. Regional efforts are 

now focused on expanding the scheme to SACU countries. In the wider SADC region there is not yet a 

harmonized motor vehicle insurance scheme. 
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(ii)       Rationalize border procedures for indirect taxes 

75.    In the absence of actually harmonizing levels of indirect taxes across countries, addressing 

bottlenecks to regional trade arising from the application of different indirect taxes should be a priority 

and should start with a process that standardizes procedures for administering VAT at borders; sharing 

information between countries through a VAT information exchange system; and, creating common 

arrangements. For example, Lesotho is currently the only country in the region to have a bilateral 

agreement with South Africa on VAT. This arrangement has facilitated trade between the two countries 

by removing the need for the importer to pay VAT on imports entering Lesotho and then obtain a refund 

from SARS. Instead the importer simply submits the invoices to the LRA and the revenue authorities then 

settle refunds and payments between themselves. This streamlined arrangement means that VAT-related 

administration costs on trade between Lesotho and South Africa have been reduced: to 0.5% of the value 

of each transaction versus up to 2% elsewhere in SACU.  

76.     In other parts of the world some regions have been able to do away with fiscal frontiers altogether. 

Instead, VAT on goods traded regionally is collected either at the point of sale (origin) or delivery 

(destination). In the EU, for example, goods supplied between VAT registered traders are exempt with a 

right to deduct the input VAT (zero-rated) on dispatch if they are sent to another member state and the 

recipient is able to give a VAT number, which can be checked using a VAT Information Exchange 

System. The VAT due on the transaction is then payable on the acquisition of the goods by the registered 

trader in the country where the goods arrive.  

 

(iii)      Simplify rules of origin 

77.      It is apparent that the emergence of domestic content suppliers in Southern Africa, one of the key 

arguments used in favor of restrictive ROOs, has not occurred in the absence of viable downstream 

activities. To the contrary, the growth in some countriesô clothing exports to the US under AGOA, for 

example, shows that regional production is responsive to more liberal ROOs not more restrictive ones. 

Increasing exports of final products results in a much larger downstream market that can create 

opportunities for local input suppliers to invest and replace imported inputs (e.g. Lesotho denim).  

78.      Consequently, the World Bank has proposed five reforms to ROOs that would encourage the 

development of new export industries, namely: 

i)       Providing exporters with a choice as to which rule (defined simply and transparently) they 

apply e.g. either a change in tariff heading test (ideally at a disaggregated product level) or a 

reasonable value-added rule (20 percent);  

ii)     Eliminating all product- and process-specific ROOs which set out how a product is to be 

made for originating status to be conferred; 

iii)     Removing the requirement for certificates of origin for products with nuisance tariffs i.e. 

those with preference margins below three percentage points; 
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iv)     Enforcing these simplified rules more consistently and effectively at customs to mitigate 

and concerns over leakage or trade deflection; and, 

v)      Greater use of risk assessment, especially for large, trusted regional traders who should not 

require a certificate of origin for each consignment but, instead, should be able to submit these 

electronically per batch. 

79.      As part of the COMESA-EAC-SADC Tripartite initiative to create an FTA covering all twenty-six 

member countries, straightforward ROOs will need to be agreed if this is to be effective. Under this, 

ROOs cannot simply be harmonized between the existing RTAs because a process rule in SADC, for 

example, cannot be merged with a value-added one in COMESA. One option to address this issue would 

be to adopt the simpler EAC or COMESA ROOs which would be a good way to ease procedures at 

customs, particularly for Southern African countries that are members of two of the three agreements. An 

alternative would be to design entirely new rules that are simple but might, for example, include transport 

costs. This is of particular importance to landlocked countries since under simple value addition rules, 

imports are valued at their factory gate price. Countries with high import container costs can therefore 

struggle to meet originating status unless import transportation costs are taken into account or transport 

costs are actively targeted for reduction through increased trade facilitation. However, it should be noted 

that historically there have been difficulties with agreeing on more liberal ROOs for the region. For 

example, when the SADC Trade Protocol was negotiated, COMESA members of SADC proposed the 

simpler COMESA rules then, but South Africa did not accept. 

80.     In addition to reforming the rules, other initiatives to reduce the cost of administering ROOs should 

also be considered. Shoprite, for example, produces up to 8,000 SADC certificates of origin per month, 

all completed manually with up to 150 certificates of origin required per load. If a regional concession 

allowing the grouping of HS codes for certificates of origin were granted, this could potentially reduce 

Shopriteôs workload in administering tariff preferences by 40%, saving US$170,000 per year for this 

retailer alone. A move to an electronic filing and an Authorized Economic Operator Scheme would 

further cut costs by US$4.4 million per year. In Zambia, Shoprite has become accredited with the Zambia 

Revenue Authority to use a pre-market approval process (including for import permits). This has reduced 

the time its trucks must wait at the Zambian border by up to four days ï at an average saving US$500 per 

truck per day. 

 

(iv)       Streamline product standards  

81.       It is important that Southern African countries put in place procedures to ensure that technical 

regulations are designed and implemented to enhance trade by easing their burden on producers, but 

without compromising legitimate public policy objectives. The answer, therefore, is not simply a matter 

of liberalization and deregulation but rather one of better regulation and more effective regulatory 

agencies that, while not compromising health and safety objectives defined by national legislation, leads 

to specification and implementation of regulations in a way that promotes regional competitiveness and 

growth. The key steps to doing this are as follows. 
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            Increase transparency in standards design and decrease, where appropriate, reliance on          

            technical regulations 

 

82.      Governments in Southern Africa should consult with the private sector and other stakeholders 

more regularly and systematically on standards design and implementation as well as developing a 

framework for providing information to them. Focal point institutions (at the national level) should be 

assigned to disseminate information on standards and technical regulations both domestically and 

regionally. These should also put in place channels to allow firms and individuals to dispute the decisions 

made by officials in regards to technical regulations, standards and conformity assessment.  

 

           Review existing standards, technical regulations, permits and licenses and, for the  

           introduction of new ones, make greater use of regulatory impact assessment 

 

83.      There have been recent successes in Southern Africa where RIA has prevented some technical 

regulations considered unnecessarily burdensome to trade from being introduced. One example of a 

proposal that was blocked would have mandated the use of (more costly) DOT 4 brake fluids in vehicles 

in South Africa instead of DOT 3, which is used in most cars in other countries, including the US, without 

any problems. This compulsory specification for brake fluid was to apply at the point of sale (i.e. not of 

use) and to have enforced it would not have had any effect on the existing brake fluid used in South 

African cars. However it would have unfairly discriminated against a major manufacturer and exporter of 

brake fluid in Durban, which at the time was producing and exporting DOT 3 fluid, mainly to India. The 

withdrawal of the compulsory specification was to prevent it from unfairly affecting this business, as 

exports are deemed as ósalesô under South African law and would therefore have been covered by it. 

84.     Southern African countries should, therefore, set up regulatory review committees to ensure impact 

assessments are conducted both for existing as well as new technical regulations to determine their costs 

and benefits; whether the economy as a whole benefits; or, whether less burdensome mechanisms (e.g. 

standards) could generate equivalent public policy outcomes.  

 

            Intensify efforts to harmonize standards and technical regulations at the regional level   

            in those sectors that are likely to bring the greatest gains 

 

85.      The SADC Trade Protocol obliges standards bodies to withdraw conflicting national standards 

when harmonized ones have been agreed (see Box 8). But application remains lacking.
20

 Only Namibia 

and Swaziland, which recently created national standards bodies of their own, have adopted all 78 (to-
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 To compare with Europe, once an EU standard has been accepted every member state has a specific period of time 

(6-12 months) to withdraw its national standards and replace it with the regional standard.  
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date) of the SADC-defined harmonized standards for the region. There are also different ways in which 

harmonization can be achieved in the region, that differ widely in effect.
21

 

86.     Where agreement on harmonized standards cannot be reached, the Trade Protocol also urges that 

mutual recognition be explored so that member states accept as equivalent technical regulations of others, 

even if they differ, provided that they adequately fulfill the same policy objectives. However mutual 

recognition is a long way from being accepted in Southern Africa.  

87.     To increase regional trade, Southern African countries should therefore intensify their efforts to 

adopt either i) internationally agreed standards where these adequately reflect the circumstances of these 

countries; or, ii) regionally agreed standards where these have been developed. At the regional level, 

existing efforts to harmonize standards e.g. SADCSTAN should focus on priority sectors (defined by 

volume of trade or affecting trade with the most number of countries) to keep costs low and bring the 

highest benefits. A key constraint in designing and enforcing regional standards is that it requires 

countries to have strong national standards bodies. Capacity building, therefore, also remains important. 

Box 8: Standards harmonization among SADC member states 

All the national standards bodies in SADC participate in the SADC Cooperation in Standardization (SADCSTAN). 

Within it a country can propose a regional standard for a good or service that if accepted by other member states is 

adopted as a harmonized SADC standard. So far, harmonized standards have been agreed for 78 products and 

services. Participation in regional standards development has been uneven but is improving. For example, 60-70% 

of regional standards developed have been to South African standards although increasingly other countries are 

becoming more active in making proposals such as Mauritius (for agricultural products), Botswana (for construction 

services) and Zimbabwe. A key challenge, therefore, is participation of the region. There are different levels of 

standardization competence, skills and knowledge between countries. The national standards bodies in a few SADC 

countries (e.g. Tanzania, Malawi and Zambia) are also involved with efforts to harmonize standards in other 

regional groups, namely COMESA and EAC, which has resulted in different harmonized standards being agreed 

between the RTAs. It will be important for the various regional groups in Southern Africa to coordinate on standards 

issues so that there is a consistent approach. If the Tripartite FTA is to be effective, harmonization and coordination 

of standards between these RTAs will be especially crucial.  

Another challenge is language. Portuguese, French and English are used in the region so if a SADCSTAN standard 

is developed in, say, English then Mozambique, for example, is required to translate this into Portuguese and then 

back into English again before the harmonized standard is agreed. This is a costly process and can cause disputes. 

For example, a standard on salt developed by Mozambique was translated into English by South Africa but when 

translated back to Portuguese was objected to by Mozambique on the grounds of it not being the same as the 

original. 

Finally, some regional standards have also been developed without any real sense of prioritization and so are 

unlikely to bring significant increases in regional trade (e.g. frozen peas and dried apricots). 
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 For example, about fifty international organizations (e.g. the ISO) have developed their own internationally 

recognized standards, often with strong private sector input, and are encouraging countries to harmonize their 

national standards and technical regulations with these. In theory, therefore, countries could simply pick from them 

although these standards are often drawn up by committees dominated by developed countries that may not always 

reflect the particular circumstances of low income countries. Perhaps as a consequence of this, Ministries and 

regulatory authorities in Southern African countries have developed their own standards and technical regulations 

which are sometimes variants of international standards but in other cases are still very much country-specific 

technical requirements developed in isolation from other stakeholders. These can sometimes, whether intentionally 

or unintentionally, restrict trade. 
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Avoid duplication by allowing mutual recognition and encouraging specialization in South Africa 

for standards accreditation, certification and testing for the region as a whole 

88. The success of regional standards harmonization processes such as SADCSTAN  will depend 

heavily on countriesô conformity assessment procedures being recognized by other countries in the region 

i.e. recognition of test data, product certification and accredited competence of conformity assessment 

bodies. Otherwise, producers are obliged to perform additional or repeated tests of their products in 

regional markets or to invite foreign inspectors, thereby increasing trade costs and rendering the whole 

regional harmonization exercise largely worthless. This requires mutual recognition and for this to be 

achieved countries may need to adjust their certification, accreditation and enforcement capacities to 

similar levels. 

89. Alternatively, economies of scale could be exploited by the smaller countries relying on fewer 

accredited regional service providers for testing, inspection and certification instead of many national 

ones. Unlike other regions in Africa, Southern Africa has the distinct advantage that world class testing 

bodies and accreditation are already available in South Africa. Regional integration could leverage the 

capacity of these advanced service providers to support exports and capacity in the less advanced 

countries as well as eliminating the need for double testing on regional trade.
22

 There are however several 

constraints to realizing these objectives. First, while South Africa is self-sufficient for a large part of its 

laboratory and testing requirements it does still need to rely on the use of overseas facilities for specialty 

analysis e.g. in certain types of chemicals or specialized textiles. Secondly, the costs of transporting 

samples from regional partners to South African testing facilities can be high. For example, while samples 

of Namibian shellfish are often sent to facilities in South Africa to test for contamination before full 

consignments are exported to the EU, the cost of sending these has been used as an argument to establish 

nationally accredited facilities in Namibia.  

90.    A positive development has been the recent creation of SADCA, the regional accreditation structure. 

This has been tasked with defining a suitable accreditation infrastructure to enable organizations in SADC 

to access accreditation services from internationally recognized accreditation bodies within their countries 

and to form a regional accreditation service (SADCAS). In this way, SADCA should facilitate the 

creation of a pool of internationally acceptable accredited laboratories and certification bodies within the 

region.  

 

 

(v)       Remove other non-tariff barriers to regional trade and curtail the development of  

            new ones 

 

91.     A key consideration is those conditions under which NTMs are needed to achieve legitimate public 

policy objectives such as health and safety, versus those in which they are not such that they qualify as 

NTBs and are simply protectionist and impose unjustified burdens on trade. At the multilateral level, 

                                                      
22

 Indeed, SANAS already operates outside of South Africa. For example, the Tanzania Bureau of Standards is in the 

process of getting its laboratories accredited by SANAS, which is said to be cheaper than obtaining EU 

accreditation.   
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some core principles have been specified for NTMs not to be classified as NTBs. These are based on: 

ensuring transparency; non-discrimination; using international best practice wherever possible (e.g. for 

standards); and, proportionality to risk. However NTBs may also include those measures that while 

seeking to achieve legitimate objectives nevertheless impose unnecessary burdens on trade through 

inappropriate application. In other words, the barrier can relate to the administration of a measure as well 

as the measure itself. 

92.      RTAs in Southern Africa are aware of this and have developed procedures for reporting, 

monitoring and eliminating NTBs to regional trade. Key to their success will be identifying the sub-set of 

NTBs that are the most unnecessarily trade restrictive as well as the establishment of effective institutions 

and processes to deal with both existing NTBs as well as the incidence of new ones.  

 

             SADC is well-placed to eliminate NTBs to regional trade but more needs to be done 

93.     The SADC Trade Protocol directly addresses NTBs. For example, Article 6 calls for the elimination 

of all existing forms of NTBs and for Members to refrain from imposing any new ones. The issue of 

NTBs has also been rising up the SADC political agenda since the Mid-Term Review of the SADC Trade 

Protocol in 2004. By 2008, SADC Ministers of Trade had identified the following types of NTBs for 

elimination: 

¶        Cumbersome customs documentation and procedures 

¶        Cumbersome import and export licensing/permits 

¶         Import and export quotas 

¶         Unnecessary import bans and prohibitions 

¶         Import charges not falling within the definition of import duties 

¶         Restrictive single channel marketing 

¶         Prohibitive transit charges 

¶         Complicated visa requirements 

¶         Pre-shipment inspection 

¶         National food security restrictions 
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94.    In some of these areas there has been progress, but in most barriers still remain. For example, the 

2007 Audit on the implementation of the SADC Trade Protocol found that all member states were 

implementing many of the trade facilitation instruments that had been rolled out by SADC. However 

those governing the creation of a regional customs transit system, for example, have yet to be 

implemented (see Table 8). 

Table 8: Progress has been made in implementing SADC trade facilitation instruments 

Instrument  Bot Les Mal Mau Moz Nam RSA Swz Tan Zam Zim 

WTO Valuation Agreement Y Y Y Y Y Y Y Y Y Y Y 
HS Coding System 

a) Schedule of Concessions 

b) Migration to 2007 

 

Y 

Ongoing 

 

Y 

Y 

 

Y 

Ongoing 

 

Y 

Y 

 

Y 

N 

 

Y 

Y 

 

Y 

Y 

 

Y 

Ongoing 

 

Y 

Y 

 

N 

Y 

 

Y 

Y 

SADC Certificate of Origin Y Y Y Y Y Y Y Y Y Y Y 
Regulations on SADC 

ROOs 

Y Y Y Y Y Y Y Y Y Y Y 

ROOs manual for customs Y N Y Y Y Y Y Y Y Y Y 
ROOs manual for traders N N N N N N N N N N N 

SADC SAD SAD 

500 

SAD 

500 

N N N SAD 

500 

SAD 

500 

SAD 

500 

N N N 

Voucher for correction of 

SAD 

Y Y N N N Y Y Y N N N 

Guidelines for completion 

of SADC customs 

documentation 

Y N N N N N N N N N N 

SADC Transit Regulations N N N N N N N N N N N 

SADC Transit 

Documentation 

N N N N N N N N N N N 

SADC Transit Customs 

Bond Guarantee 

N N N N N N N N N N N 

SADC Integrity Plan to 

fight corruption 

Y Y Y Y Y N Y Y Y Y Y 

MOU for SADC customs 

administrations 

Y Y Y N Y N Y Y Y Y Y 

Conformity assessment Y Y Y Y Y Y Y Y Y Y Y 

Source: USAID (2009). 

95.  At the country-level there have also been some significant achievements. For example, Mauritius 

has made strong progress in the automation and streamlining of its customs clearance and port 

management processes.  

96.         Nevertheless, success in removing NTBs in other areas has been lacking where efforts have 

tended to focus, instead, on improving monitoring and reporting of NTBs rather than elimination. 

Monitoring has taken two main forms:  

i)      Audits on the implementation of the SADC Protocol on Trade have been undertaken every 

year since 2007. Their main focus has been on progress in removing tariffs facing regional trade, 

as per countriesô commitments, but they also review NTBs, in particular trade facilitation and 

ROOs.  
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ii)  A SADC Trade Monitoring and Compliance Mechanism (TMCM) was established in mid-

2008. It has two distinct elements:  an online NTB Monitoring Mechanism (NTBMM) which 

records reported NTBs; and, the elimination or reduction of barriers (both tariffs and NTBs) 

following bilateral negotiation or outcomes from the Dispute Settlement Mechanism.  

97.       The NTBMM is now well established (see Box 9). However, there have been problems with it 

including limited private sector awareness of the mechanism as well as misidentification of those barriers 

reported. The NTBMM once reported that South Africa was maintaining a single marketing channel for 

maize, whereas this system had been abolished long ago in the 1990s. Another example of 

misidentification concerns Angola, where weak postal services are cited as an NTB. There have also been 

other challenges with the system including: administrative lags in responding to complaints; delayed 

establishment of institutional arrangements to deal with NTBs (such as setting up national NTB focal 

points); and, a lack of coordination in eliminating reported NTBs across countries (SADC, 2009). There 

has been very slow progress in resolving the NTBs that have been notified. Within the SADC region, 

eight complaints were raised against South Africa (forty if complaints from EAC and COMESA countries 

are included) of which only four have been resolved. The others require more information from the 

complaining countries but this has not been forthcoming, despite requests from South Africa. For 

complaints against other SADC member states there has only been one resolution of an NTB reported via 

the mechanism.  

Box 9: The NTB Monitoring Mechanism 

The NTBMM is shared between SADC, COMESA and EAC and is a web-based ópost boxô where the private sector 

can report complaints against NTBs to regional trade in the Southern (and Eastern) African region.  

Under this, 335 complaints of NTBs were made between 21 January 2009 and 12 January 2010 against barriers 

originating in 20 countries. The greatest number of complaints were made by Namibia (66), followed by South 

Africa (46), Zimbabwe (39) and Malawi (30). The three most cited countries for imposing NTBs are South Africa 

(40 cases), Namibia (36) and Malawi (33). 

An assessment of the types of barriers cited in the NTBMM is set out in Table 9. Trade-related administrative 

barriers are reported most frequently by firms as an impediment to regional trade, followed by import licensing. 

Table 9: NTBs cited in the NTBMM

 

 

 

 

 

 

 

Source: Charalambides (2010). 

Barrier  No. of complaints 

Trade-related administrative NTBs 74 

Export & import licenses 39 

Transit issues 36 

Technical barriers to trade 32 

SPS measures 28 

Rules of origin 26 

Clearance procedures 24 

Quotas 19 

Payments 21 

Customs documentation 17 

Pre-shipment inspection 8 

Customs valuation 6 

Immigration requirements for cross-border traders 4 

Safeguards 1 
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             The SADC Action Plan should be more systematically implemented to address NTBs 

98.        An óaction planô or óroadmapô of some description has been an integral part of NTB elimination 

in several countries and regions that have been successful at dealing with these barriers to trade. For 

example, the EU adopted a Single Action Plan in 1997 to speed up the realization of the Single Market by 

eliminating barriers to the movement of goods, services, labor and capital. The plan included putting in 

place a scorecard of implementation and set out formal infringement procedures. Another example was 

the ASEAN roadmap for integration which listed precise NTBs to be eliminated, first, by 2010 for the 

ASEAN-6 and, second, by 2018 for Cambodia, Laos, Myanmar and Vietnam. ASEAN also eliminated 

NTBs through specific regional initiatives.  

99.      SADC drafted an Action Plan for NTB removal in 2007 but implementation in some areas has 

been lacking. The Action Plan included recommendations for NTB notification, monitoring and 

negotiation as well as dispute settlement and included proposals on categorizing NTBs into those targeted 

for immediate elimination versus those that should be phased out over an agreed period of time. The main 

achievements to-date have been the development of the NTBMM as well as agreement on a set of core 

NTBs with some reporting back on progress made in eliminating these. Implementation of other areas in 

the Action Plan now needs to be strengthened with particular emphasis on: 

¶     Removing the remaining core NTBs already identified by the region: i.e. cumbersome customs 

procedures; cumbersome import and export licensing; import and export quotas; unnecessary 

import bans and prohibitions. 

¶     Categorizing NTMs and NTBs: In practical terms many measures already indicated by the region 

as constituting barriers to trade will need to be assessed as to whether they have been accurately 

categorized as NTBs and, indeed, whether the barriers actually exist. The WTO approach could 

be adopted to identify those NTMs that have tipped over into becoming NTBs. The categorization 

should also include óprocedural obstaclesô to cover situations where the application of an NTM 

constitutes the barrier to trade rather than the measure itself. 

¶     Using a vertical approach: Action should initially be focused on removing óeasyô NTBs that 

appear to have a high impact on trade (defined as either affecting the highest volume of trade or 

the most number of countriesô trade) or are, perhaps, less politically sensitive. 

¶     Naming and shaming: Targets set for member states to eliminate their NTBs should be 

accompanied by a mechanism that not only monitors progress in removing barriers but also 

contributes to enforcement through naming those countries that are slow to reform. The current 

annual óAuditô process of the SADC Trade Protocol could be adapted for this purpose.   

 

             The effectiveness of other initiatives to remove NTBs should also be enhanced 

100.       In addition to implementing the Action Plan, there are numerous opportunities to strengthen 

current SADC initiatives to monitor, report and remove NTBs. The NTBMM is currently being 

publicized to the private sector in SADC and this is important as it is ultimately importing and exporting 
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firms that must report the barriers they face on regional trade. But in addition to sensitization, the 

following steps should also be taken to improve the performance of the NTBMM: 

¶               Proper identification of both the barriers and the process appropriate to them being 

addressed. 

¶              Prioritization of barriers for removal, in particular linking these to any proposed in the 

Action Plan. 

¶             Development of a pilot between, say, two countries (e.g. South Africa-Mauritius) to ensure 

the mechanism is well adapted to the needs of its users, as well as providing valuable 

demonstration effects to the rest of the region on the benefits of removing NTBs. 

 

           The introduction of new barriers must be prevented 

101.    Any mechanism aimed at removing NTBs will be of little use if new barriers can be freely erected 

to take their place. New NTBs could be disciplined through the greater use of regulatory impact 

assessments. In addition there should be strict notification requirements such that information on any 

planned measure is provided to partners in good time before it is implemented. Another significant 

problem is that many NTBs in the region are not legislated for at all, so the existing monitoring 

mechanism must also be strengthened to deal with new barriers that cannot be picked up by RIAs. 

 

 (vi)      Finishing the tariff agenda 

102.     While strong progress has been made to reduce tariffs on regional trade in Southern Africa, there 

remains scope for further tariff reductions if all of it is to be truly duty free. This is particularly the case 

for sensitive products where tariff peaks persist or special arrangements have been put in place that 

restrict trade and, in many cases, necessitate other barriers e.g. rules of origin.  

103.     Outstanding regional tariffs should therefore be lowered by: i) fulfilling outstanding regional tariff 

reduction commitments on sensitive products; ii) bringing all members into FTAs, especially those with 

outstanding commitments (Malawi and Zimbabwe); and, iii) ensuring regional trade remains duty-free by 

disciplining infant industry protection and investigating options for a regional competition policy that 

would negate the need for arbitrary antidumping duties. 

104.    There also remain opportunities to improve competitiveness in Southern Africa by reducing tariffs 

on external trade across-the-board as well as simplifying MFN tariff structures. Within the SACU CET, 

for example, the existence of tariffs on imported inputs inadvertently taxes exports, and means 

bureaucratic and cumbersome rebate schemes are needed to compensate for these.
23

 And despite the 

                                                      
23

 South Africa, for example, makes provisions for duty drawbacks and rebates to its exporters under various 

different schemes such as the 470.03 scheme and item 521. These rebates and drawbacks are only granted where the 

inputs are directly used in export production and not for the domestic market as well. There are also two specific 
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provision of rebates, tariff protection continues to tax exports in certain sectors. Edwards and Lawrence 

(2010) find relatively high implicit taxes for South African exports of leather products (29%), footwear 

(18%), food (15%) and textiles (10%). In this regard, regional integration should be viewed as an 

opportunity to lower tariffs facing third country imports, as well as regional ones, due to the increased 

policy credibility regional commitments can bring. MFN liberalization would also reduce the welfare 

losses associated with trade diversion. Broad and complex tariff structures are unlikely to allocate 

resources efficiently so simplification would help to channel resources towards activities in which 

countries are more competitive and away from those in which they are less.  

105.       For the SACU CET, one approach to realizing the full gains from liberalization would be, first, 

to simplify the tariff regime through lowering tariffs in the intermediate and capital goods sectors. This 

would promote exports by reducing the implicit tax on exports. Secondly,  reducing the tariffs on final 

goods to just one or two ad valorem rates would provide benefits to consumers and provide a transparent 

signal for resource allocation that is less open to industry lobbying (Edwards and Lawrence, 2010).  

 

                                                                                                                                                                           
export incentive schemes. Under the Motor Industry Development Programme, exporters of vehicles and vehicle 

parts earn an Import Rebate Credit Certificate (IRCC) based on the value of their exports. These can either be traded 

or used to rebate duties on imported components or vehicles. The Duty Credit Certificate Scheme, recently replaced 

by the interim Textile and Clothing Industry Development Programme, allows textiles and clothing exporters to 

claim a rebate on duty for exports, with the highest support for clothing followed by fabric and yarns (Kaplan, 2003; 

Edwards and Lawrence, 2010). 
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IV.          Priorities for regional merchandise trade reform and implementing them  

 

106.      This report has categorized a wide range of barriers that persist on regional merchandise trade in 

Southern Africa. Which among these are the most important in terms of their restrictive effect, or perhaps 

easiest to deal with, that should be prioritized and tackled early on by policymakers? 

107.     First, one of the biggest issues for regional trade integration in Southern Africa, especially for 

manufactures and agro-processed products, is undoubtedly ROOs. This issue has gained particular 

importance in light of the planned Africa-wide Tripartite FTA where one set of rules for all countries will 

be required. This is generally accepted by all member states in SADC, COMESA and EAC. It is therefore 

extremely timely to develop a new single set of simplified ROOs, to be adopted by all African RTAs if 

the Tripartite is to be truly effective in increasing intra-African trade.  

108.      Secondly, resolving the other types of NTBs, both existing and curtailing the development of new 

ones, is also very important as these barriers are critically restricting trade in the region, particularly for 

primary agricultural commodities. Among these, the most serious barriers are import bans, quotas, 

permits and licensing, often implemented by countries with little or no consultation with their trading 

partners. In many cases, statutory instruments are not used to restrict imports but there may still be a de 

facto ban. For example, if imports of a product are required to be licensed but a country then decides to 

temporarily issue no licenses, then imports are effectively prohibited even though a ban has not been 

formally issued. In dealing with these types of restrictions, the existing framework to remove NTBs in the 

region (the Non-Tariff Barrier Monitoring Mechanism) is not used as much as it should be. Often, instead 

of dealing formally with those complaints raised under it at the sector level and across all countries, 

authorities often make arrangements with individual suppliers to informally resolve complaints. The use 

of regulatory impact assessment should also be extended. 

109.      Thirdly, while tariffs have been reduced across the region, barriers arise in those sectors where 

tariff peaks persist. One advantage is that tariff reform can often be dealt with using ña stroke of the penò 

approach, as opposed to some of the other barriers where implementation is more complex, perhaps costly 

and certainly more involved. High tariffs are also especially restrictive because concerns of leakage from 

third countries can create the need for additional barriers at the regional level (e.g. ROOs) as well as 

affecting regional trade in all sectors as border checks are intensified to check for transshipments of these 

products. Lower, more uniform, external tariffs would significantly reduce the need for many of the 

barriers which persist on regional trade in Southern Africa as would the development of policies that 

directly address the difficulties that protected sectors may be facing such as assisting labor in these 

industries to retrain in tasks where employment opportunities are better. 

110.  Fourthly, reducing bureaucratic requirements, streamlining border management procedures and 

implementing trade facilitation measures, including OSBPs, have significant potential to lower border 

crossing times and reduce transport costs, at least along the main corridors in Southern Africa. There is 

also increasing political willingness among the member states for this type of reform to go ahead sooner 

rather than later. For example, the South African Government has recently identified OSBPs as one focus 

area it wishes to develop for SACU and in the next twelve months will start working on identifying and 
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implementing potential projects. Namibia has already put forward five proposals on OSBPs for crossings 

that link it to South Africa and one with Botswana. However, revenue concerns among the smaller SACU 

countries risk impeding reform. Overcoming this challenge will require the development of better ways to 

capture trade flows across SACU borders than those currently employed as well as an open discussion 

about alternatives to the current revenue sharing arrangement, including delinking it from trade flows that 

might be more effective and sustainable in the long-term. 

111.      To implement these reforms, South Africa must take the main role in encouraging deeper trade 

integration in the region, or at least not block measures to do so, if the policy recommendations outlined 

in the previous sections are to be successfully implemented. South Africaôs regional trade policies 

therefore require urgent attention especially since the neighboring countries could play a key strategic role 

in promoting its own export growth and diversification strategy. 

112.    In doing this, however, all countries in the region should avoid making unrealistic commitments, 

for example in the context of harmonizing external tariffs as part of customs union initiatives with other 

African partners beyond SACU. Instead they should place primary importance on the most pressing 

issues, cited above, that are preventing the FTAs that already exist in the region, as well as proposed new 

ones such as the Tripartite FTA, from working better. For instance, South Africa could underscore its 

commitment to regional integration by granting its SADC FTA partners more lenient rules of origin in 

textiles and clothing: a concession that would become more feasible with a lower SACU CET for these 

sectors. 

113.       In which areas of trade reform would regional approaches be most appropriate? One advantage to 

RTAs is their convenience in dealing with more complex trade issues in a simpler setting involving fewer 

countries. Another is that adjustment costs of trade reforms may be easier to deal with by opening up first 

to just a subset of countries before to all later on. In other words, regional trade reform can be used 

strategically to support unilateral trade reform that might otherwise be too difficult on the grounds of 

adjustment even if removing the barrier would benefit all trade, both regionally and with the rest of the 

world. So reforms in more complex and sensitive areas might best be tackled at the regional level, first, 

before learning lessons; dealing with adjustment; and, extending them to all countries on an MFN basis. 

114.    Nevertheless, not all reforms need wait for regional agreement either and much can be done both 

unilaterally and bilaterally to increase regional trade. For example, regional harmonization is just one way 

to deal with restrictive product standards. Countries retain significant scope to unilaterally improve both 

the quality of their technical regulations and the way these are applied. Another example is trade 

facilitation which can be, and is being, promoted at the regional level in SADC but countries can still 

push ahead with reforms bilaterally to increase cooperation and share customs facilities at their borders. 

Some reforms may even best be tackled outside the regional process. Cooperation on indirect taxes might 

be more feasible bilaterally instead of regionally. And the issue of tariff peaks must be dealt with 

unilaterally, particularly by South Africa which under the current SACU arrangement is able to export a 

diverse range of goods to SADC but behind high and complex external barriers to trade which are costly 

to consumers and producers in neighboring countries alike.  

115.   Regardless of the level policy interventions should take place, deepening regional integration will 

necessarily involve some form of adjustment in all countries concerned. There will be winners and losers 
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from trade reform in the short term and adjustments will take place both within and across sectors, skill 

groups and geographies. In the context of South Africa, given the extremely high rates of unemployment 

there, this could inhibit the country taking policies that simultaneously deepen regional integration and 

stimulate long-term growth and job creation. Reforming the regulatory infrastructures within countries 

might also be difficult, at least politically, where there may often be a need to convince Government 

agencies, ministries or even domestic firms to forfeit short term adjustment costs in the pursuit of larger, 

longer term gains that benefit the wider economy.  

116.   Nevertheless the benefits will outweigh the losses, especially if regional integration is undertaken 

as part of a broader package of trade and investment reforms aimed at opening up globally. And while it 

is certainly true that South African producers, for example, sometimes entailed painful adjustments 

following the trade liberalization there in the 1990s, this was often the result of the country protecting 

many activities that were simply not viable without that protection ï or permanent infants (see Edwards 

and Lawrence, 2010). It is increasingly apparent that protection is simply not efficient at job preservation, 

making income distribution more equitable or on infant industry grounds. For example, while an average 

South African worker earns R95,000 per year in the manufacturing sector, South African consumers, 

many of whom are poor, spend on average R31,000 for each job that tariffs save (Lawrence, 2008). There 

are very high costs for consumers per job in motor vehicles (R89,000); televisions and communications 

equipment (R56,000); clothing (R78,000) and food (R75,000) (Edwards and Lawrence, 2010). 

117.    Concerns over adjustment can be addressed through several policy responses. The first might be to 

phase reforms gradually, but consistently, so that the adjustment is spread over time. A second is to 

consider interventions that can aid in the adjustment of sectors and workers. Many aspects of the 

adjustment process can be dealt with at the national level but there are a number of reasons why a 

coordinated regional effort to facilitate reform could also be particularly effective. First, in an increasingly 

integrated regional economy, national interventions to address adjustment issues risk spilling across 

borders making coordination between countries critical. Secondly, many of the public goods that are 

required to increase regional trade ï for example, one-stop border posts; regional standards and 

accreditation schemes; reporting monitoring and eliminating NTBs ï might best be supervised at the 

regional level. Finally, policy externalities, including learning from other countriesô experiences, can be 

best managed through a coordinated regional approach.  

118.    Of course managing such adjustment processes across countries at the regional level raises even 

greater challenges than doing so nationally across locales within a single country. In particular, financial 

resources may need to be mobilized to support adjustment processes and to compensate any losers in the 

short-term. The resources to do this could come from the creation of a regional development fund. This 

would have the objective of reducing regional disparities resulting from integration through financing 

regional development projects that enable poorer regions in SADC to integrate with the richer ones 

through, for example, providing investments in physical infrastructure and institutional capacities.  

Resources could and should be generated from the member states themselves as well as from 

development partners as part of the Aid for Trade initiative. In this way, regional integration between 

SACU and the EU in the context of the EPA, for example, could leverage EU development funds to be 

used in this way. 
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V.         Conclusion 

 

119.     The potential gains from deeper regional integration in Southern Africa should not be overlooked. 

Regional integration remains a very important instrument for export growth and diversification by 

allowing for the scaling up of capacities to attain the productivity necessary for countries to compete on 

world markets.   

120.     However, past regional integration efforts in Southern Africa have not delivered an integrated 

regional market in which goods can flow freely between countries. Despite achieving success, for the 

most part, in reducing tariff barriers to merchandise trade both regionally and to the rest of the world, 

regional trade as a proportion of GDP has grown much more slowly than trade with the rest of the world. 

And most Southern African countries continue to remain dependent on a just a handful of primary 

commodity exports. 

121.     A fragmented regional market in Southern Africa results from the persistence of obstacles to 

regional trade that affect products accounting for at least one-fi fth of intra-SADC trade. Many of these 

barriers are administrative in nature, often not legislated and necessitated by the persistence of tariff peaks 

facing third-country imports, particularly in the context of the SACU CET and as a direct result of South 

African trade policy. In particular, restrictive rules of origin, inefficient administration of indirect taxes, 

weakness in transport, customs and logistics, poorly designed technical regulations and product standards 

as well as a host of other non-tariff barriers are critically undermining the impact of existing regional 

trade integration efforts. 

122.   The implications of the current system and the barriers remaining to regional trade in Southern 

Africa is that they impose unnecessary costs for producers that limit trade and raise prices for consumers. 

Many of these barriers are simply wasteful and do not serve any real purpose other than protecting the 

domestic market from import competition. Import bans  and delays create uncertainty over market 

access and limit investment. Thick and fragmented borders limit possibilities for regional production 

chains in which countries can exploit their comparative advantage in specific tasks and intra-industry 

trade. Finally, the heavy bureaucratic burden imposed on all regional trade flows ties up regulatory and 

customs resources, limiting their attention on achieving the most pressing public policy objectives such as 

effective border management. Instead of scrutinizing all consignments, border checks should be focused 

on those for which the risks are greatest for circumventing national trade policy measures.  

123.     Southern African countries should therefore move towards greater efficiency in both regional and 

international trade by tackling these remaining barriers at the unilateral, bilateral as well as regional 

levels. To be successful, South Africa as the largest economy in the region should take the lead in 

encouraging deeper integration efforts. The primary focus should be simplifying rules of origin that 

primarily restrict trade in manufactures and agro-processed goods; tackling the other non-tariff barriers 

that have already been identified by Southern African countries as a constraint to regional, and mostly 

agricultural, trade (e.g. import bans, quotas, permits and licensing); implementation of OSBPs; and, 

reducing MFN tariff peaks, especially in SACU, but also including the reconciliation of outstanding tariff 

reduction commitments under the SADC FTA, for those member states that have not yet met their 

obligations under this. 
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Chapter 3: Developing Services in Southern Africa ï How Regional 

Integration Can Help  

I. Overview of Services Trade Policies in Southern Africa 

 

I.1 Gains from Deeper Integration of Services Markets 

1. Services and services trade matter profoundly for growth and development in Southern Africa. 

Services are important inputs into the production of goods and other services and hence influence 

productivity and competitiveness. Increasing the availability, affordability and quality of services is 

crucial for economic growth and poverty reduction in all Southern African countries.  

2. International trade can play a key role in the development of services sectors in Southern Africa. 

Opening up to services imports, including through foreign direct investment, can be an effective 

mechanism to increase competition and efficiency in the provision of services in the domestic economy. 

Liberalization of services trade can have positive impacts on the production and export of goods and 

services throughout the economy. In addition, services themselves offer dynamic opportunities for 

developing new exports, both within SADCðthereby realizing gains from specialization in servicesðas 

well as from SADC economies to the rest of the world. 

3. Liberalizing services trade is typically more complex than liberalizing goods trade and can 

require considerable technical capacity.  The complexity arises from the necessity for many services 

sectors to be regulated in order to ensure that they operate efficiently in the face of market failures. The 

challenge is one of integrating domestic services markets with regional and global markets, while 

promoting a regulatory environment that delivers competitive services sectors and allows public policy 

objectives, such as universal access, to be met efficiently. Coordinating services trade liberalization with 

regulatory reform to make them mutually reinforcing can be vital in mobilizing and sustaining support for 

reform.   

4. While trade barriers would ideally be liberalized on a non-preferential basis, such liberalization 

may not always be technically feasible nor politically acceptable, especially when impediments arise from 

differences in regulatory requirements. Deeper regional integration through regulatory cooperation with 

neighboring partners, which have similar regulatory preferences, can usefully complement non-

preferential trade liberalization. Deeper regional integration would also enhance competition between 

services providers, allowing these providers to exploit economies of scale, which may be especially 

important in the education of service professionals, and produce a wider variety of services. Regional 

integration brings further benefits in that a larger regional market is able to attract greater domestic and 

foreign investment, and regionalization may help to take advantage of scale economies in regulation, 

particularly where national agencies face technical skill or capacity constraints. 

5. This chapter addresses three challenges related to services trade liberalization and regulatory 

reform in Southern Africa. First, it addresses information gaps on applied trade policies in several 

services sectors that have been identified by SADC as priority sectors for regional integration. Second, it 

addresses knowledge gaps regarding the coordination of services trade liberalization with regulatory 
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reform using as case studies accounting, engineering and legal services. Third, it addresses the role of 

regional integration in developing and reforming these services sectors.  

 

I.2 An Overview of Services Trade Policies in Southern Africa 

6. Services trade matters for development.  Greater regional and global integration could alleviate 

the constraints on the development of key services sectors due to limited endowments of capital and skills 

in Southern African countries, as well as the smallness of some markets.  In addition to the gains 

potentially flowing from services reform itself, it is important to emphasize that the regional integration of 

services markets is closely intertwined with the aspired integration of goods markets; particularly with 

regard to services providing connectivity, i.e. transportation and telecommunications.  Chapter 2 section 

II has demonstrated how costly and low quality logistics services are contributing to the continued 

fragmentation of goods markets, thus open and pro-competitive services policies would also help realize 

the envisaged gains from RTAs and trade facilitation. 

7. However, despite the striking growth in tourism exports from some African states and the 

remarkable dynamism of the liberalized telecommunications sector, the gains for the Southern African 

region from international integration seem small so far compared to the unexploited opportunities.  Is this 

because Southern Africa has failed to liberalize or because it has not reaped the benefits of liberalization?  

Until now, it has been hard to judge because of the opaqueness of services policies and the absence of any 

single source of information on policies across countries for even the major services sectors. 

8. Comparable information on services regulation in member states is a precondition for effective 

trade negotiations, thus the lack of requisite data is a major hindrance for a regional integration agenda in 

services going forward.  As a first step in addressing this gap, this section will first provide an analysis of 

the current state of services trade restrictiveness in SADC economies.  The comparative analysis will 

reveal areas of commonality as well as differences in policies applied by SADC members.  It will also 

help identify policy research issues of relevance to SADC countries. 

9. An ongoing research project by the World Bank is compiling data on actual or applied trade 

policies in services.  As part of this project, surveys have been conducted in 11 SADC countries, namely 

in the Democratic Republic of Congo (hereinafter the DRC), Lesotho, Madagascar, Malawi, Mauritius, 

Mozambique, Namibia, South Africa, Tanzania, Zambia, and Zimbabwe.  A number of other developing 

countries have also been surveyed and comparable information has been obtained for 24 OECD countries.  

The focus is on measures affecting the establishment of a commercial presence but will also include 

restrictions on cross-border services trade and the movement of natural persons where applicable.   

10. The survey covers five key sectors: financial services (banking and insurance), 

telecommunications, retail distribution, transportation, and professional services.
24  

In each sector, the 

survey covers the most relevant modes of supplying that service:  cross-border trade in services (mode 1 

in WTO parlance) in financial, transportation and professional services; commercial presence or FDI 

                                                      
24

 These sectors are further disaggregated into the following subsectors. Insurance: life, non-life, and reinsurance; 

telecommunications: mobile and fixed line; transportation: air transport (freight and passengers), maritime shipping, 

auxiliary port services, road transport, railway shipping, and multimodal transport; professional services: 

accounting, auditing, and legal services. 
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(mode 3) in each services sector; and the presence of service supplying individuals (mode 4) in 

professional services.  

11. In order to facilitate some rough comparisons, results from the surveys are summarized in an 

index of services trade restrictiveness (STRI).  For each sector and mode of supply the openness of policy 

towards foreign suppliers is mapped on a 5-point scale ranging from 0 (for no restrictions) to 100 

(closed), with three intermediate levels of restrictiveness (25, 50 and 75). 

12. Sector results are aggregated across modes of supply using weights that reflect judgments of the 

relative importance of the different modes for a sector.  For example, mode 4 (temporary movement of 

service professionals) is of great importance for professional services but not for telecommunications, in 

which case mode 3 is the dominant mode of contesting a market.  Sectoral restrictiveness indices are 

aggregated using sector GDP shares of an average industrialized country as weights, with the same sector 

weights being used for all countries for comparability reasons.  

13. Figure 11 provides a comparison of overall restrictiveness of services trade policies for 11 SADC 

economies.  As measured against the broader STRI average of 70 countries, some of Southern African 

countries, in particular Madagascar and Mauritius, appear remarkably open.  Indeed, eight out of 11 

SADC countries are close to or more open than the world average.  Zimbabwe and DRC are the 

significant outliers, which lead the SADC average to slightly exceed the world average. 

Figure 11: SADC Services Trade Restrictiveness Indices (STRI) 

 

14. Figure 12 is a scatter diagram that plots each countryôs overall STRI against its per capita income.  

To facilitate a comparison of how SADC countries fare on a larger scale, a number of other developing 

and OECD countries are also included. The developed countries are clustered together at the bottom-right 

showing that they are quite open overall (though some sectors remain restricted).  However, there is much 

17.6

18.3

21.9

22.8

23.5

24.5

25.2

25.8

28.3

45.8

61.1

SW
Restrictiveness of services trade policy

Madagascar

Mauritius

Zambia

Mozambique

Namibia

Lesotho

Tanzania

South Africa

Malawi

Congo, DR

Zimbabwe

S- average of SADC; W-average of all 70 countries

Overall Services Trade Restrictiveness Index



62 

 

more variation in the restrictiveness of services policies for low income countries.  The remarkable 

openness of most SADC economies is again apparent as most countries (except for Zimbabwe and DRC) 

lie below the linear trend line, meaning that they are more open than the sample average conditional on 

their respective level of per capita income.  Interestingly, much more restrictive policies today are visible 

in the fast-growing economies of Asia, including China, India, Indonesia, Malaysia, Philippines and 

Thailand, as well as in the Middle East, including Egypt, Saudi Arabia and Tunisia. 

Figure 12: STRI and Per Capita Income 

 

Note: The country STRI incorporates indices of retail banking (mode1 and mode 3), life and auto insurance 

(mode 1 and mode 3), reinsurance (mode 1), retailing (mode 3 only), maritime shipping (mode 1 and mode 

3), maritime auxiliary services (mode 3), air passenger (mode 1 and mode 3), accounting, auditing, legal 

services in domestic and foreign law (mode 1, 3, and 4). The information on mode 1 in air passenger 

transport came from the WTOôs QUASAR database.  

 

15. Figures 13-18 summarize information on actual policies in individual service sectors.  Overall, 

the surveys reveal that the Southern African countries have significantly liberalized their services sectors 

but in some areas protection persists.  Public monopolies in telecommunications and finance are in most 

countries a relic of history.  At least some measure of competition has been introduced in both mobile and 

fixed line services, and in banking too there is openness to the presence of foreign and private banks.  In 

fact, even where countries in other parts of the world have been cautious about liberalization, such as in 

financial services, SADC countries have opened up both to foreign investment and to cross-border capital 

flows.  In retail services too, with a couple of exceptions, the countries are very open to foreign presence. 
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16. However, even though the markets for these services are now more competitive, in most countries 

they are some distance from being truly contestable.  In telecommunications, governments continue to 

limit the number of providers and SADC policies are twice as restrictive as the global average.  Whereas 

maritime transport is open, in air transport, SADC countries follow the world in protecting airlines and 

restricting competition.  The barriers in telecommunications and air transport may have the effect of 

deepening SADC countriesô isolation from the rest of the world, in a physical as well as an informational 

sense.  Similarly, even though SADC countries resemble the rest of the world in terms of restricting entry 

of foreign professionals, they may be paying a high cost in terms of depriving their firms of the requisite 

skills and creating learning opportunities for their own professionals.   

17. Two other issues deserve attention.  First, the generally high degree of de jure openness of 

SADCôs services trade policies may not always imply de facto openness, as most countries still retain a 

significant degree of regulatory and policy discretion.  For example, from retail to banking and insurance, 

the allocation of new licenses remains opaque and discretionary in many countries.  The degree of 

discretion is probably largest in the realm of immigration, for instance affecting the conditions under 

which visas can be obtained or renewed.  This area is critical to professional services, where trade hinges 

crucially on the ability of individuals to cross borders and provide services abroad.  A key reform issue is 

how regulatory discretion needed to pursue legitimate domestic policy goals can be reconciled with the 

need to have clear and predictable rules for foreign (and domestic) service providers.  Within a smaller set 

of countries sharing a geographic and perhaps cultural affinity, it may be more easily feasible to agree on 

specific conditions under which capital and service professionals may cross borders.  Policy uncertainty 

could therefore be removed at least to some extent for SADC economies, thereby facilitating the regional 

flow of investment or natural persons as service providers. 

18. Second, as discussed in more detail at the end of this section, there is a trend towards reversing 

the existing openness in certain areas to achieve the objective of ñempoweringò nationals or a group of 

nationals.  This trend is more stark is countries like Zimbabwe and South Africa but also discernible in 

other countries like Zambia. 

19. In financial services, which include banking and insurance in the survey, most SADC countries 

are around or at the world average in terms of openness, except DRC and Zimbabwe (Figure 13).  In 

general, foreign banks can provide their services to these countries either through the establishment of a 

new subsidiary, the acquisition of a private local entity or creating a joint venture with a domestic firm. 

Furthermore, in all countries with the exception of Madagascar, foreign banks can supply services cross-

border to domestic firms.  This openness implies a high degree of openness to international capital flows. 
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Figure 13: STRI in Financial Services 

 

Note: Financial services indices incorporate the indices for banking (mode 3) and mode 1 (deposits and 

loan only), auto and life insurance in mode 1 and mode 3, and reinsurance in mode 1 only. 

 

20. In the insurance sector Southern African countries, while very open with respect to the 

establishment of commercial presence, do not show a clear pattern with respect to the permission of 

cross-border trade.  With the exception of DRC, which is completely closed, foreign insurers can provide 

their services to all countries either through the establishment of a new subsidiary, the acquisition of a 

private local entity, or creating a joint venture with a domestic firm. While cross-border re-insurance is 

invariably allowed, the provision of life insurance and automobile insurance cross-border is not permitted 

in countries such as Mauritius, Tanzania, Madagascar, Malawi and Mozambique. 

21. Overall, in financial services most SADC countries have opened up not just to foreign investment 

but also to cross-border capital flows where other developing countries have been cautious about 

liberalization.  The implications of this openness for efficiency, stability and access to finance are worth 

examining in greater depth. 

22. Whereas in most sectors the SADC average is not too far from the world average, in 

telecommunications SADC economies are about twice as restrictive as the world benchmark (Figure 14).  

This is a sector where enhanced competition has produced huge benefits all over the world and so there 

must be a presumption that large gains are waiting to be realized. Policies vary widely, with some five 

countries, including the largest market South Africa, exhibiting fairly open policies.  However, there are 

instances in which the sector appears de jure entirely open yet the license fee is prohibitively high (e.g. 

Zambia for the international gateway), or the award of new licenses depends on the regulatorôs pre-

assessment of whether or not the market ñneedsò additional providers (e.g. in Lesotho).  While the fixed 

line subsector is entirely closed in Mozambique and the mobile subsector is effectively closed in Namibia, 

about two-thirds of the countries allow a majority-owned foreign company to enter their markets. 
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Countries also score well in terms of transparency, independence of their regulators, and liberal voice-

over-internet-protocol (VoIP) policies.  Nonetheless, there is a discernible tendency for countries to retain 

some discretion in policy and to ensure at least minority ownership by nationals.  

 

Figure 14: STRI in Telecommunications 

 

 

 

 

 

 

 

 

 

 

 

 

 

Note: Telecommunications indices incorporate fixed and mobile telecom in mode 3. 

 

23. Air transport has a long tradition (as elsewhere in the world) of protecting incumbent national 

carriers and restricting competition on domestic and international routes. In SADC restrictions on foreign 

investment co-exist with limitations on cabotage and cross-border trade. COMESA has had an open skies 

policy
25

 for more than a decade but implementation has been a challenge.
26

 There is, therefore,  not a 

single country that could be said to have a particularly liberal regime, and most countries hover around 

the world average (Figure 15).  Policies are in general more liberal with respect to international air 

passenger transport than in domestic air transport.   

                                                      
25

 This agreement aimed to liberalize air transport in the region for COMESA airlines, defined as those substantially 

owned and controlled by a COMESA member state or its nationals. The liberalization agreement provides for the 

introduction of up to two daily flights between city pairs without the need for a bilateral air service agreement 

between member states. There is also no restriction on cross-border investment by COMESA nationals or companies 

in areas such as airport services, maintenance or ground handling. 
26

 Well known disputes include those between Ethiopian Airlines and Kenya Airways. Kenya has blocked Ethiopian 

Airways from flying to three regional destinations (Entebbe, Kigali and Bujumbura) from its Nairobi hub despite 

Ethiopia allowing it intra-African flights from Addis Ababa. Nevertheless Ethiopia has also prevented Kenya 

Airways flying to Jeddah and Dubai from Addis Ababa (although these are Middle Eastern Destinations where 

COMESA open skies policies do not apply). 
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24. Those measures inhibiting greater trade in air transport services, as well as the noticeable barriers 

in telecommunications, may deepen SADC countriesô isolation from each other and from the rest of the 

world, impairing their ability to trade, for instance, more time-sensitive and communication-intensive 

goods.  To the extent that the region aims at becoming a platform for global export growth in which 

inputs from several countries are combined (vertical specialization), policy barriers that suppress the 

emergence of competitively priced, on-time logistics services appear to be particularly harmful. 

 

Figure 15: STRI in Air Passenger Transport 

 

Note: Air passenger indices incorporate mode 1 and mode 3 indices. Mode 1 indices come directly 

from the QUASAR database of the WTO, and mode 3 information is taken from the WB survey. 

 

25. In contrast, few if any restrictions of foreign ownership are to be found in maritime shipping and 

road transport. Zimbabwe is the one exception where foreign investors cannot acquire a controlling 

influence in any subsector.  In maritime transport, international shipping is today quite open, as are 

auxiliary port services such as cargo handling, belying the traditional perception that Southern Africa 

restricts competition in this vital area.  In particular, the SADC average of index values is less than half 

the world average.  Figure 16 naturally excludes landlocked countriesðnotice that the STRI value of 

even the most restrictive country in maritime shipping (South Africa) is extremely low, reinforcing the 

finding that SADC economies maintain a quite liberal regime in maritime transport.  
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Figure 16: STRI in Maritime Shipping Transport 

 

Note: Maritime shipping indices incorporate trade restrictiveness in mode 1 and mode 3, and auxiliary 

services in mode 3. 

 

26. Professional services remain a bastion of protectionism in SADC as in most countries of the 

world, even though the professional services STRI average in SADC countries is somewhat below the 

world average (Figure 17).  This reflects the fact that barriers to the movement of natural persons are even 

more prevalent in many developed countries that are included in the world benchmark.  In professional 

services, even though there is increased scope for international trade through electronic means, there 

remain restrictions on foreign presence, particularly with respect to individual service providers. DRC, 

Lesotho and Madagascar appear to be more open than the rest of the group, while Namibia, South Africa, 

Tanzania, and Zimbabwe seem to be on the more restrictive side. 

27. Overall, it is relatively difficult for foreign services providers to engage in the provision of 

services that require knowledge of local laws and regulations such as auditing or representing someone 

before a domestic court, whereas all countries permit foreign-licensed lawyers to advise local clients on 

home country law by virtue of their existing credentials alone.  Given the relative scarcity of local skills, 

the current regulatory regimes may be unduly handicapping Southern African firms and depriving their 

professionals of learning opportunities. 
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Figure 17: STRI in Professional Services 

 

 

 

 

 

 

 

 

 

 

 

 

 

Note: Professional Services indices incorporate accounting, auditing, and legal advisory  

services on domestic and foreign law in mode 1, mode 3, and mode 4. 

 

28. In the retail distribution sector, a highly polarized picture emerges.  While very few countries 

restrict foreign investment in retail, DRC and Zimbabwe maintain highly restrictive policies in this sector 

(Figure 18).  With respect to DRC, it is the high score in retail that combines with a high one in financial 

services to make this country the second most restrictive economy in the sample under consideration (cf. 

Figure 13).  In other countries, we observe very few explicit policy restrictions on the foreign ownership 

of equity, on the legal form of entry, or on ongoing operations of retailers. However, although policies are 

in principle open, the licensing regime is discretionary.  In particular, in half of SADC countries (six out 

of eleven) the license issuing entities are city or district councils, with each office in the city or town 

being competent to decide on the license criteria to be applied.  
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Figure 18: STRI in Retail Services 
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II.  Developing Professional Services in Southern Africa ï How Can Regional Integration Help? 

 

II.1 Making the case for considering professional services 

29. Strong professional services spark economic growth while weak professional services impede 

growth. Improving and expanding these critical services for development gains demands both national 

and international strategies. These simple but often overlooked pieces of the development puzzle form the 

basis of this section, which probes the rarely studied relationship between professional services ð such as 

accounting, legal, and engineering services ð and their dynamic impact on economic growth in Southern 

Africa.  

 

30. Consider the following: 

 

Á Even though the share of business services in the GDP of Southern African countries is small, the 

sector is among the most dynamic.  

 

Á Business services, including professional services, are key inputs for other sectors, including for 

sectors that are key for regional integration at the Southern African Development Community 

(SADC) level.  

 

Á Greater use of professional services by Southern African firms in all sectors is associated with 

higher labor productivity. This association between professional service use and productivity is 

especially strong for small firms.  

 

Á The direct and indirect gains from liberalizing professional services are considerable and 

professional services can become an important source for export diversification in Southern 

Africa.  

 

Á But a large gap looms between the needs of professional services faced by the Southern African 

countries and the resources available to them to address these needs. 

 

31. Policy makers in Southern Africa share this view of the professional services sectorôs critical 

importance. And, along with reform of backbone services like telecommunications, banking and 

transport, governments are adding professional services to their list of priorities, including by engaging in 

international cooperation and trade in professional services and by creating a more integrated regional 

market.  

 

32. This section delves into the essential issues of these largely unexplored sectors in Africa through 

extensive information gathering and analysis. It examines the current state of accounting, engineering, 

and legal services in Southern Africa and analyzes the reasons for their underdevelopment and for the 

limited trade in these services, particularly at a regional level.  
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33. This section calls, among other things, for policy action in the following areas: education, 

regulation of professional services, trade policy, and labor mobility at both the national and the 

international level.  It puts particular emphasis on policy recommendations for enhancing growth and 

development of these professional services sectors in Southern Africa through deeper regional integration.  

 

II.2 Professional services and trade in professional services matter for growth in Southern Africa 

34. Professional services play an important role in the functioning of modern economies. 

Professional services such as accounting, legal and engineering services contribute directly and indirectly 

to economic growth, including by lowering transactions costs, and by creating spillovers of knowledge to 

other industries. Business skills and services, such as accounting and legal services can play a critical role 

in reducing transaction costs and are considered by Collier and Gunning (1999) to be the most significant 

impediment to economic growth in Africa. Accountancy is critical for cost control, business planning, 

sound financial management, and good corporate governance (Trolliet and Hegarty, 2003). Effective law 

and justice systems are one of the major structural pillars of sustainable development and poverty 

reduction. Access to legal services improves the predictability of the business environment, facilitates 

engagement in contracts and mitigates investment risks (Cattaneo and Walkenhorst, 2010). Engineering 

services is a knowledge-intensive sector essential to the productivity and sustainability of various other 

economic activities. For example, civil engineering is critical for the development and maintenance of a 

countryôs physical infrastructure, while electrical engineering is important to the operation of public 

networks such as utilities as well as commercial facilities and communication systems (Cattaneo et al., 

2010).  

35. Professional services are among the fastest growing services sectors in many developed and 

developing economies, including in Southern Africa. While evidence on the state and role of 

professional services in Southern Africa is scarce and unsystematic, available statistics at a more 

aggregated level show that ñBusiness services
27
ò, of which professional services constitute an important 

part, had a direct contribution of between 6 to over 21 percent of GDP in the examined Southern African 

countries in 2009.
28

 These figures compare rather favorably with the shares of business services in the 

GDP of both more advanced countries and other developing economies. For example, Lesher and Nordas 

(2006) show that the shares of business services in GDP in OECD countries ranged from 3% in Greece to 

almost 13% in France, while World Bank (2010) finds that the share of business services in the GDP of 

four Eastern African countries ranges from 1.5 percent in Uganda to 3 percent in Kenya. Furthermore, 

with average annual growth rates of business services outputs of 21% in Zambia and of almost 7% in 

South Africa over the 2000 to 2009 period, the sector seems extremely dynamic in these two countries.
 29

  

                                                      
27

 Business services cover the following services categories: professional services, computer services, research and 

development, real estate, rental and leasing, other business services such as advertising, management consulting, 

services incidental to agriculture, mining, manufacturing, and energy distribution, technical consulting, maintenance 

and repair of equipment, building cleaning, packaging, and publishing. These services represent important inputs in 

other sectors and facilitate the transmission of knowledge spillovers. 
28

 Data is available for Botswana, South Africa and Zambia. In Botswana, banking and insurance services are 

included in the business services category. 
29

 See http://www.zamstats.gov.zm/media/table_1_current.pdf , and 

http://www.statssa.gov.za/publications/P0441/P04411stQuarter2010.pdf 
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Figure 19: Share of Business Services as Intermediate Inputs (%) 

Panel A: Manufacturing Sectors 

 

Panel B: Agricultural Sectors 

 
Source: GTAP database version 7. Note: The figures show the share of business services in total costs for a selected 

set of manufacturing sectors (Panel A) and agricultural sectors (Panel B) in each Southern African country. 

 

36. Professional services are key inputs for other sectors, including for sectors that matter for 

regional integration in Southern Africa. Input-output tables suggest that ñBusiness servicesò are 

important intermediate inputs in the production of many agricultural and manufacturing products that are 

relevant for regional integration at the Southern African Development Community (SADC) level. Figure 

19 shows that significant downstream linkages are observed in a broad range of manufacturing (including 

garments, leather, paper, metal products and chemicals), agricultural products and minerals.
30

  

                                                      
30

 A simple way of illustrating the interaction between business services and other industries is based on the 

magnitude of the share of business services costs in the total costs of production of those industries. Figure 19 shows 

the contribution of business services as intermediate inputs to the costs of production of several manufacturing and 

agricultural sectors in five Southern African countries. While the calculations were performed for all 57 sectors 


