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EXECUTIVE SUMMARY

Introduction

Under the Treaty for the establisluindre East African Community, the Partner States of Kenya,
Tanzania and Uganda, set out a bold vision for their eventual unification. The vision of EAC is to h:
prosperous, competitive, secure and politically united East Africa. The missionidé i AQdi

deepen economic, political, social and cultural integration in order to improve the quality of life o
people of East Africa through increased competitiveness, value added production, trade and invest
Operationally, EAC adoptedrel@Ement strategy to facilitate the implementation of the Treaty in a
systematic manner. The first EAC Development Strai2@90(188% succeeded by the second

EAC Development Strategy {2R0@5) which expired in December 2005 thus the naddtéo form

the third EAC Development StrategQ@®iD6

Political and SociBconomic Development

In the last 10 years, the EAC Partner States have gone through positive political developments.
have been able to hold multiparty elections througticq@moesaes. The East African Community

is also participating in the Great Lakes Initiatives whose objective among others is to ensure tha
Great Lakes region enjoys peace and stability.

On the economic front, in general, there have been qaddwmedts towards achieving
convergence in macroeconomic indicators with varying degrees of success. There has be
convergence in the growth rates and inflation rates in all the three partner states with some variat
Government budget deficithdothtee Partner States have been maintained at manageable levels
over the past five years. Deficits on the current account have been maintained at reasonably low I
and foreign exchange reserves have risen to comfortable levels.

The structure of thast African economies is generally dominated by agriculture, more so for Tanzan
and Uganda than Kenya, and agriculture caters for the livelihood of a large part of the population of
Africa. Tanzania and Uganda have seen an increase in F2l flemsaviais received rather low

levels. Most of the inflows went to the natural resource sectors such as mining and tourism in the re
The major challenge that the region is facing is to stimulate investments beyond the natural resc
sectors and gerate a higher level of linkages in the economy.

The majority of East African people live in rural areas, and their main source of energy is mainly
traditional biomass consisting of fuel wood, charcoal and agricultural waste. Currently, a sr
prortion of the population of East Africa is connected to the national electricity grids (32 per cer
the urban population and 3 per cent of the rural population). Energy is still a serious constrair
industrial activities particularly manufacthemggion.

The flow of trade between the three EAC partner states is still modest but it has been growing in r
years. The ongoing implementation of the EAC customs union is expected to provide an impetu
even higher achievements on thisCfieaggregated trade flows reveal tha¢gmdrel trade is

Vv
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characterised by imbalances with Kenya exporting more to its neighbours than it is importing
Uganda and Kenya importing more from Kenya that it is exporting to their neighbouring cour
However, if unofficial trade statistics were to be captured the picture could change considerably.

The issue of poverty reduction has been accorded high priority in the Partner States. Poverty ren
stubbornly in the region and the general charaatersstickar across the three countries. Poverty

in East Africa is predominantly a rural phenomenon although it is becoming increasingly significe
urban areas, the so called urban poor. Available information indicates that inequielitges still a chal
in the region. HIV/AIDS continues to be a major threactma@oeiodevelopment in the Partner
States.

Review of the EAC Development Strateqgy220%1

The second EAC Development Strateg2q@8Pwdvas ambitious covering a wide range ahdre

activities. The Strategy contained a policy action matrix that was meant to facilitate implementa
However, implementation would have been facilitated even further if the policy action matrix had
followed up by more detailed and timeabtomgblans. Implementation was further held back by the
prolonged and protracted negotiations on the EAC Customs Union Protocol. Nevertheless, the eve
conclusion of the Customs Union puts EAC ahead of many other similar economic blocs in Africa.

In the process of implementing th&&A002005), useful lessons have been learned. These
lessons have been drawn for enhanced implementation of tHeSHROEOTO) with particular
reference to the decisi@king process, roadmaps for inmpéeime, enforcement and falow
mechanisms, legal and administrative issues, capacity issues, statistics and information sharing
budgetary issues.

The Secretaritigether with other organs and institutions of the Community namely EACJ, EAL/
IUCH, EADB, LVFO and LVBC undertake various functions related to development of the EAC.
number of cases, the mandates have expanded overtime but the corresponding human and fina
capacities have not always increased to levels that are comwitbnstfiaitnt and effective

service delivery.

The relationship between regional and national policies and strategies has not been addres
adequately. The principle of Sublimity has been endorsed but it has not been fully operationalise
terms of sired regional values, policies, strategies, laws, regulations, and practices.

Deepening and Accelerating Integration

For East Africa, cooperation commenced in 1993 with the signing of and€tiamatiBast

African Cooperatiovith the intentd¢ooperate in virtually all economic, social and political sectors.
The $# EAC Development Strategy {A@®7) was designed ttavech East African cooperation.

The 2dEAC Development Strategy was for consolidation of the East African Cooatngtion culm

the launching of the East African Customs Union with effect from 01st January 2005. A major
ahead is to consolidate and fully implement the Customs Union in parallel with the three other pille

Vi
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East African integratidmus, the primyaobjectives of this strategy will be to consolidate and complete
the E.A Customs Union; establish the EA Common Market; and lay all foundations for an EA Mon
Union and an EA Political Fedeidtisrmakes the next five years-22009 a most iorpant and

complex period of East African integration.

Theestablishment of the East African Common Market will be a primary geSof20@6EAC

2010) in which a larger market and more attractive single investment area will be created with a vi
providing the opportunity to the region to be more competitive and more amenable to effec
participation in the global economy. In the process, an accelerated growth rate will be realizable an
welfare of the people of East Africa will be enbasisesht with the concept of people centred
development.

Strategic Directions and Priority Intervention Areas

The formulation of the H¥8C(2002010) is guided by developments in the world economy, the
regional economy and in the national econbenggategic interventions that have been proposed

in this strategy have been driven by the following considerations: globalisation and intensificatic
competition in the global markets; emergence of other regional economic blocs; link between reg
and national plans and long term visions; operationalising areas of common economic intere
consolidating peace and security in the region; setting the timeframe for various activities and pr
sequencing; providing for an effective instituabaaismefor overseeing implementation; greater
involvement of the key stakeholders; empowering the citizens of East Africa to benefit from
Community; publicity and marketing the community to the people of East Africa and the rest of
world; clarihg the roles of each organ of the Community for effective implementation of agree
policies and programmes to deliver tangible services and benefits; equitable sharing of benefits c
integration process coupled with willingness to sacrificekéyollerstaenlargement of the
Community; and ensuring sustainability of the Community;

The Strategy will first focus on the key pillars of East African integration. These are consolidating
implementation of the Customs Union, establishing a CdtatndayilMa the foundation for
establishing a Monetary Union, and laying the foundation for establishing a Political Federation.

Ssectoral priority interventions are driven by the imperative of developing competitive supply capac
Interventions Mlile geared towards achievigig and shared growth that is capable of effectively
reducing poverty and raising the living standards of the majority of the people of East Africa. The p
sectors aragriculture and food security, industry, todngitdlde. Development objectives that are
accorded priority in these sectors ipotudeting value addition, productivity and competitiveness
with a view to maximising benefits to the people of East Africa. Other important sectors incl
infrastructey health, education, environment and natural resources, and legal and judicial affairs.

Provision of adequate and reliable supporting infrastructure is a key area of intervention for deepe
and accelerating integration through the sharing ofctien prodnagement, and operations of
infrastructure facilities, hubs, and development corridors. Priority sectors include energy, roads
Information and Communication Technology (ICTs).

Vil
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With the signing of the Protocol on the establishment ofitherisak®mmission, priority will be
accorded to its implementation guided by the mission of enhancing the supply capacity in the regiol
developing Lake Victoria as a shared natural resource.

Crosscutting priority interventions include: sceneehaology with emphasis on developing and
strengthening systems of innovation in order to drive sustaeaim@msacidevelopment in the
regionhuman resource development and combating HIV and AIDS pandemic; peace and secul
consolidating reteits with other regional and international organisations; and promoting participatic
of the citizenry (civil society, women and the privateubdicttyr)and marketmegnsure that the

people of East Africa are fully aware of the East AmoaityCaffairs and are actively involved in
community matters.

Institutional capacity needs of organs and institutions of the Community are addressed in term
strengthened capacity; enhanced mandate and empowerment of the EASreSeythetnadt;

capacity and enhanced mandate of EALA; realising effectively operational EACJ, LVBC and L\
makindeADB a lead financial institution in East Africa for both public and private development finar
and developing the IUCEA into aemallacing Researahd Human Resource Development
institution for East Africa

A major feature of deepening and accelerating integration will be the operationalisation of the prir
of sublimity with a view to achieving shared regional values, policies, stratpdamrianand

practices. The development objective is to place East African policies, laws and standards to
enable smooth operation of the Common Market

Implementation and Coordination Framework

The implementation and coordination franmewoek community will need to be based on
operationalised principles of asymmetry, complementarity, subsidiarity, and variable geometry. In
to ensure effective implementation of the strategy, the following factors have been addresse
acceptanc#rust and real commitment of Partners States; a common understanding and acceptance
the roles to be played by the line function responsibility structures; regular dialogue and conseit
building on issues that are critical to the region; actatopaofidipy stakeholders (the private
sector, civil society and women) in the EAC matters; developing concrete time bound and co:
activities and clearly spelt out in annual implementation work plans for each project or programn
empowerment of key BAgans and institutions to make and implement decisions and strengthened
linkages between the Secretariat and ministries responsible for East African Community affairs i
Partner States.

Overall, for successful implementation of the EAC Desthtpme0a8 10, it is critical that the
mandates of EAC Organs and Institutions are rationalised further with a view to broadening
deepening their roles and responsibilities and empowering them to make decisions and issue guide
and bindingrdctives on Partner States provided they are consistent with the decisions made by tl
Partner States. Financial capacity and autonomy will be enhanced to enable each organ or instituti
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implement agreed EAC programmes and activities. A nurabetiafsraes proposed to ensure
that implementation of this strategy is consistent with theTEAC &ivatpgic Vision.

Monitoring and Evaluation Framework

Monitoring and Evaluation system for the EAC Development S2&xeQ@ypfides for a
metanism for assessiigpgress in the implementation of the development strategy. The M&E
system will assess progress towards the agreed milestones; act as an early warning system in c
where targets seem unlikely to be achieved; and providemegtitar tofall stakeholders on the
performance of implementation of the Development Strategy. The feedback from monitoring
evaluation will be used to ensure continuous sharpening and focusing of interventions at all stagt
implementation of theall@oment strategy.

The Institutional Framework for monitoring and evaluation of the EAC Strategy will B¢ made up of
& E System; and M & E institutions, including reporting redetiansbifsig principle, the EAC M

& E System will be basednanageable processes, measurable and verifiable indicators, and will
conform to the basic rules of simplicity, timelinesse#adtivesies$he Development Strategy

will be monitored regularly at various levels (operational and diéchracaholfitical, and

st akehol dersdé | evel).

Starting with the Activity Matrix, the EAC will develop a comprehensive M & E System for mon
quarterly, seiannual and annual reporting, as appropriate. Short periodicity morétmnungl, up to
reviews wile executed internally by the EAC and partner states wdrite sewigiv is to be-out
sourced.e reporting chain will be in tandem with the general reporting structure of the EAC right uj
annual reports to the Suniié. Ministries responsibildEfAC in all member states will establish

M&E departments/units to link with corresponding departments and units at the EAC headquarters
EAC statistics department will be strengthened and empowered to coordinate monitoring and evalt
of the perfarance of the Strategy.

Sustainable Financing of the EAC Development Strategy

The budget of the Community has been rising, implying a bigger financial burden to the Partner St
However, the Community budget has increasingly become dependenieon penekys, a

pattern which is not sustainable. As the East African Community takes on more responsibilitie:
envisaged the EBS (2002010), consistent with the Treaty, there is need to explore alternative
sources of sustainable revenue to theuBiyTwo categories of financing the strategy are
considered: sources of financing the recurrent budget and sources of financing development pro
and programmes.

As regards, the recurrent budget, two broad alternative sources are cordaiderdditiegs

and (ii) assessed contributions. Theifopiies continuing with the status quo whereby the budget of
the community is shared equally among the Partner States and timing of remittances depends ot
budget cycles. The drawback ofjtia¢ @ntributions system is that it does not reflect ability to pay.
On this consideration, a formula can be worked out that takes into account ability to pay and distrik

X
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of benefits derived from the EAC regional market (represented by ortrdd&&Efexpaving

assessed the advantages and disadvantages of the financing options available, it is recommendec
financing of the EAC be pegged to 1.5 percent of Partner States Customs Revenues. On average
would generate about US$ 2@wnillhich would fully finance the budget of the domawevsr,

adopting this option would require other decisions to be taken including amendment of Article 132
the Treaty, which specifies equal contributions by Partner States.

Financing EAdevelopment projects and programmes can be sought from several potential source
notably, a Partnership Fund, national development budgets, EADB, PPP and FDI and FPIs.

A Partnership Fund is vital for addressing economic and structural weakniessegiac.oBhis

Fund will address infrastructure development issues, development imbalances, promotion of c
border investments and other development issues, which are amenable to joint investments as rec
projects. It is proposed that a restdieind capitalised EADB be used for this purpose.

Potential sources for financing EAC project and programrjastifinkgng institutionalised in

the development budgeting systems at the national level; Partner States seeking ways of restruct
and capitalizing the East African Development Bank; tapping more effectively sources of financing
the Private Sector through Public Private Partnerships; and Foreign Direct Investments (FDIS)
Foreign Portfolio Investments (FPIs).

It is envisagl that more effective utilisation of resources from development partners can be realiz
through pooling of resources into an EAC Development Fund to finance projects, programmes and
activities to further the secomomic development of the rdgiemproposed Fund could become a

much needed vehicle for betterdamation of donor support and better alignment with the priorities
established by the EAC. The operationalisation of this fund will call for close collaboration
institutional linlegwith existing development financing facilities.

1 Based on 2004 figures
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1.0 THE EAC FRAMEWORIRHITEGRATION

1.1 Background and Context

1. The history of cooperation in East Africa (Kenya, Uganda and Tanzania) goes back a long
on account of these countries beihgawig, their people engaging in trade across the borders, and
on having shared common colonial administration under the British (See Appendix | for a short hist
EAC).

2. For East Africa cooperation commenced in 1993 with the figeiagatbmn Closer

East African Cooperatioa declaration of intent to cooperate in virtually all economic, social and
political sectors. Since its establishment the EAC has adopted a development strategy approac
facilitate the implementation of cooperaisysiematic manner. The curredd&Athe third

after the first EAXS (1992000) and the second H£SJ2002005).

3. The $ EAC Development Strategy A8®2) was designed tdavmch East African
cooperation. Within the period of tEARBSE (1992000) and in accordance with its provisions,

the three countries negotiated the transformation of the Tripartite Agreement into a Treaty. The T
for establishment of the East African Community was signed by the three Headd of State on
November 1999 and entered into force on 7 July 2000. This stands out as the single most impo
achievement of the first EAC development strategy. The Treaty was a more serious commitment t
integration process and laid the basis for negofiadidmsequent stages of deepening and
accelerating integration. Under the Treaty, the Partner States of Kenya, Tanzania and Uganda, st
a bold vision for their eventual unification of East Africa.

4. The ZJEAC Development Strategy was for eatiosotifl EAC, and for enabling preparatory
activities, for launching of the East African Customs Union. The customs union was launched and
remains is to consolidate it. Since the Customs Union is to be consolidated and completed undel
period, iparallel with the three other pillars of East African Integration (as per Figure 1), this
historically, by far, the most important and complex period of East African Integration, hence the tt
ADeepening and Accelerating Integrationo.

1.2 The EACIi¥ion and Mission

1.2.1 Vision

5. The vision of EAC is to have a prosperous, competitive, secure and politically united E:
Africa.

1.2.2 Mission

6. The mission of EAC is to widen and deepen economic, political, social and cultural integra
in order to prnove the quality of life of the people of East Africa through increased competitivenes
value added production, trade and investment.
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1.2.3 Key Objectives of the EAC Treaty (1999)

7. The objectives of the Community, according to Article 5 (1)yofstiadl Dedad develop

policies and programmes aimed at widening and deepening cooperation among the Partner Stat
political, economic, social and cultural fields, research and technology, defence, security and lega
judicial affairs for mutua¢fien

8. According to Article 5 (3), the Treaty stipulates that in pursuit of the objectives as provided fc
the Treaty, the Community shall ensure the attainment of sustainable growth and development o
Partner States by promoting a more baladckdrmonious development of the region; the
strengthening and consolidation of cooperation in agreed fields; the promotion of sustainable utiliz
of the natural resource base in the region; and the strengthening and consolidation of the long stal
political, economic, social, cultural and traditional ties and associations between the peoples of
Partner States so as to promote a-penpkd mutual development of these ties and associations.
The Treaty goes further to state that the Cpmuith@msure the promotion of peace, security and
stability; the enhancement and strengthening of partnerships with the private sector and civil societ
the mainstreaming of gender in all its endeavours.

1.2.4 Key Elements of the East African latign Process

9. The sequence of events towards full integration of East Africa, according to Article 5 (20 of
Treaty, comprises the establishment of a Customs Union, followed by a Common Market, a Mon
Union and ultimately a Political Federationvasn Figure 1 below.

Figure 1: Key Elements of the East African Integration Process

Political Feddian
7

Monetary Union

Common Market

Customs Union

10. A customs Union is essentially a joint administration of a Common External Tariff (CET) in
environment of zero internal tariff as well asosliwiiredl neariff barriers to créssder trade

among the Partner States. A common market calls for free movement of goods and services an
factors of production. A monetary union, by creating a single currency area, dramatically cuts ci
boder transaction costs. A federation, by creating a single policy centre, deepens integration furth
enhancing the effectiveness and sustainability of common market operations. The various stage:
therefore mutually reinforcing.
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11. It should be notdtht every level of regional integration requires firm political commitment,
demonstrated through strong and adefjuatelyd regional structures and institutions as well as
willingness to share sovereignty through subjection of national p@wielsistiataws and
standards to regional standards. Such demonstrated political will is certainly called for in orde
deepen and accelerate integration over this plan period.

1.2.5 Fast Tracking the Process of E.A Integration

12. The most conspicuogbi@avement of the second EAC Development Strat2@@5p001

was the completion of negotiations of the Customs Union Protocol, which wddVsignied on 2
2004 and entered into forcestalariuary 2005. The EAC Customs Union is being overseen by a
Cugoms and Trade Directorate at the Secretariat, but implementation will be done by the respec
revenue authorities through a decentralised structure.

13. Towards the end of the EAC Development Strat@f)05300te Heads of State, meeting

in August 280 decided to explore options fdraeldhg the process towards achieving a Political
Federation. In this regard, the Heads of State set up a Committee to work on this matter.
Committee did the work and produced a report (the Report ofdbeoérastifiracking East

African Federation, November 2004).

14. The Fast Tracking Report recommended that an overlapping approach should be adopt
which would allow parallel implementation of activitiestrabhe tomeonsolidation and completion

ofthe Customs Union would remain unchanged (January 2005 to December 2009). In addition, it
recommended that during the transitional pha3@0@2pt& implementation of the Customs Union,
Common Market and Monetary Union would be enhanagdtsuHicisufficient conditions for the
Political Federation for East Africa by 2010. The Committee observed that the achievements o
transitional period would be influenced by two main factors: the design and implementation of
strategic intertems and the involvement of the people of East Africa. In this reg@®8, the EAC
(20082010) is taking into consideration the issues raised in the fast Tracking Report and tl
consultations are being conducted widely among stakeholders in wees raigombiterved that

the speed of implementation would depend on political will and commitment as well as on the avail:
of resources.

1.3 Structure of the Development Strategy

15. This Development Strategy is organised into seven (7) Chdipigrhismchtroductory
framework for integration. Chapter Two gives an overview on politicac@mumisocio
developments of the East African Economies. Chapter Three reviews the implementation of the
Development Strategy (Z0Wb). While Chagdtewur identifies strategic priorities for the next EAC
Development Strategy (20W0®). Chapters Five, Six and Seven contain the implementation and
coordination framework, monitoring and evaluation framework, and financing Strategy respecti
Annex presents an Action Matrix indicating actions to be taken by when and by whom and sugges
indicators of performance while Annex 2 presentdifleetion benchmarks with respect to
application for accession to the EAC. Annex 3 presents keysttategidptzinning.
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2.0 POLITICAL AND SOEOONOMIC DEVELOPMENT

2.1 Political Situation

16. In the last 10 years, the EAC Partner States have been able tpahtylcelextibns

through democratic processes. The East African Communitycipatiag patthe Great Lakes
Initiatives whose objective, among others, is to ensure that the Great Lakes region enjoys pe
security and stability.

2.2 National Development Strategies

17.  The first generation of Poverty Reduction Strategpespassyj PRSP in Tanzania and

PEAP (Poverty Eradication Action Plan) in Uganda laid the framework for effective public expenc
management. Currently, the second generation of poverty reduction strategies are addressing the
of the first generation, Ktkhnya comi ng on board with the s
Empl oyment Cr e afodusing lber stratedyy o growthgNutional Strategy for Growth
and Reduction of Poverty). But, in the end, the challenge is to ensure thataggevethdaiteeler
benefits of growth are broadly shared among the players, and in particular, the level of poverty in
areas is reduced. Both Tanzania and Uganda have successfully restored macroeconomic stability
attained higher levels of growtthesat macroeconomic achievements are yet to be transformed into
improved livelihoods in these countries.

2.3 Economic Developments

18. The EAC Partner States of Kenya, Tanzania and Uganda had in 2004 a collective GDP of |
38.3 hillion. Kenya is the samfethe three economies with a GDP of US$ 19 billion (2005), about the
size of Tanzaniab6s (S$ 10.3 billion) and Uga

19. One of the challenges in the implementation of the previous strategy was to achie\
convergence ithe major macroeconomic indicators for all Partner States. The criteria for
macroeconomic convergence are:

1 Maintenance of low and stable underlying inflation to single digit rates of less than 5 percent
High and sustainable rate of growth of redlQigicent as the minimal target annually.
A reduction of Current Account deficit to GDP ratio to a sustainable level.
Reduction of budget deficit excluding grants to GDP ratio of less than 5percent.
Raising national savings to GDP ratio to & pesse@t in the medium term.

Building gross foreign exchange reserves to a level equivalent to 6 months of imports of go
and noffiactor services in the medium term.

Maintenance of low market determined interest rates.
Maintenance of stable marketrdmed exchange rates.
Pursuit of debt reduction initiatives to reduce both domestic and foreign debt.

Maintenance of prudential norms of banking regulation, strict supervision, improved corpor
governance and transparency of all financial tmnsaction

=4 =4 4 4

= =4 -4 -4
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20. In general, there have been positive developments towards achieving convergence in t
abovementioned macroeconomic indicators. Table 2.1 gives a summary of the key macroecono
indicators, and their trend towards convergence for EAC economies.

Tabk 2.1: Macroeconomic Indicators and Trend towards Convergence for EAC Economies

Aggregate oore | 1999 | 2000 | 2001 | 2002 | 2003 2004 | 2005
artners

Uganda |73 |59 |57 |62 |45 |58 | 53

GDP Growth Rate |Kenya |14 |03 |12 |11 |18 |49 | 58

Tanzania | 4.7 4.9 5.7 6.2 5.7 6.7 6.8

Uganda 6.1 2.5 2 1.8 5.7 5.0 54

Inflatioid Annual Averag| Kenya 3.5 10.0 [5.8 2.0 9.8 11.6 13.1

Tanzania | 7.8 6.0 5.2 4.5 4.4 4.2 4.3

Uganda 9.1 -10.7 | -14.3 | -13.0 |(-129|-126 | 2.8
Kenya 2.0 -3.4 4.3 0.1 -1.1 |33 2.6
Tanzania | -13.2 | -7.4 -7.0 -3.8 45 |55 4.9

Current Account Defici
GDP

Uganda 6.9 9.1 -11.2 | -13.0 | -12.0| -125 | -8.6
Kenya 0.1 0.4 5.1 4.7 -39 (04 3.3
Tanzania | -2.1 5.9 4.9 6.4 93 | 8.2 -11.8

Budget Deficit
(Excl. Grants) /GDP

Uganda 144 1193 (133 |145 |[14.7 | 151
Kenya 106 [ 7.5 4.6 7.6 9.8 10.2 12.2
Tanzania | 6.9 10.6 |11.0 (165 |16.8 |17.1 | 11.08

Gross National
Savings/GDP

Gross Foreign Exchan
Reserves in Months o
Imports of goods &+o

factor services

SourceEAC Dat abase, Me mber Countriesbo Statistical

Central Banks.

Uganda 4.9 4.4 6.1 6.3 6.1 6.6 6.6
Kenya 2.9 2.9 3.2 3.4 42 |35 3.3
Tanzania | 4.5 5.7 6.6 8.5 93 |81 6.4

2.3.1 General Trends in Economic Growth

21. There are some variations in the GDP growth expearidredbree Partner States but

signs of convergence are apparent. Over the past six years, Uganda and Tanzania have experie
an average growth of 5 percend.8ngercentspectively while Kenya has seen a lower average
growth af.3 percemterananm over the same period. However,
revival with GDP growth rising to 5.8 percent comiggpecténid. Tanzaniand5.3 percent in
UgandaWhile the 7percent EAC growth target has not been met by any of theSEA€s Partner
during the second@Bevelopment Strategy €2005), the trend suggests positive improvements
with a convergence to a growth rate of about 6 percent.

2.3.2  Price Stability

22.  With regard to price stability, Tanzania and Uganda have nuataigeidftaton to single

digit levels over the past five years. The general trend is that inflation has been declining in these
economies, reaching annual average inflation rates of about 5 per cent for Uganda and 4.2 percel
Tanzania but rathegh in Kenya at 13.1percent in 2005. The Inflation rate in Uganda has beer
fluctuating moderately at a | ow | evel whi |l e

although currently there are upward pressures originating fronagesvangtibe price petroleum
5
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based fuel s. Kenyabds inflation has been some
in 1999 and then rising again to 10percent in 2000, falling to a low of 2percent in 2002 but rising ¢
to 13.1 perceint 2005. There are indications that inflation in Kenya could decline in 2005 and 200
With growth picking up, and the ongoing efforts to ensure political stability in the country, there
prospects for future price stability, and subsequent cotoveagesdevels attained by the other

two Partner States.

2.3.3 Government Budget

23.  Government budget deficits for the three Partner States have not fluctuated much over the |
five years. Kenyads deficit a s lonest gompaectot a g e
other Partner States. In 2000 Kenyan deficit was about 2 percent of GDP, rising to about 5.1 perce
GDP in 2001, before declining steadily to ol
percent of GDP increased flmuat#®.1 percent in 2000 to about 13 percent in 2002. In 2004, the
deficit declined slightly to 12.5 percent an
has not been very different {2000 ,6UgTaanndzaadrnsi atd
was about 5.9 percent of GDP rising to 8.2 percent in 2004. Ongoing reforms have led to improver
in domestic revenue collection. However, the revenue/GDP ratios in Tanzania and Uganda are stil
at less than 15percent.th& same time the budgets of the two economies continue to be heavily
dependent on external finance to the tune of more than 40 percent. Kenya, with a revenue/GDP
exceeding 20percent, has a much lower degree of dependence on exteriia fjtmecmyerit

budget. Aid dependence of the government budgets poses a challenge to Tanzania and Uganda.
challenge to them is to pay greater attention to innovative ways to mobilise domestic resources al
aid management and coordination mechtaisicen promote ownership and leadership in the
development process.

2.3.4 The External Sector: Current Account Deficit

24.  Deficits on the current account have been maintained at reasonably low levels in Kenya ¢
Tanzania and foreign exchange reseveebdsn at comfortable levels in Tanzania and Uganda.
Current account deficit trends indicate a fairly consistent level of the current account deficit as a pe
of GDP for Kenya over the past six yenars co
account deficit has generally remained dbgkie 12percent of GDP since 2001. However, the
decline in the deficit during 2005/06 is a
steadily, reaching 5.5percent of GDP in 2004 Ilaegelpydmineral exports, which by 2004
accounted for more than half of countryds ex

2.3.5 General Structure of EAC Economies

25.  The structure of the East African economies is generally dominated by agriculture, more
Tanzania and Uganda tkenya, and agriculture caters for the livelihood of a large part of the

population of East Africa. There is a declining trend in the share of agriculture to varying degrees
the three economies. There is no sufficient information to intioate thkielx the decline in the

share of agriculture is resulting from rising productivity, a desirable outcome for a sector that catel
the livelihood of the majority of East Africans. The challenge of agricultural transformation anc
linkage totber sectors of the economy needs to be addressed from the regional perspective. T

6
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increasing shares in services, which reached 62.6percent in Kenya, 45.9percent in Uganda
39.3percent in Tanzania in 2002 tended to stabilize at these leve®rrttakidgelining share of
agriculture. Nevertheless, agricultural growth is a key driver of the overall economic growth
improvements in the livelihoods of the people in the region. As regards trade, agricultural prod
account for a significanpertion of crebsrder trade among the three Partner States although a
large part of this trade is informal and therefore not captured in official statistics. Table 2.2 show:
general structure of the EAC economies.

Table 2.2: General Structurehef EAC Economies (percentage of GDP)

Kenya Uganda Tanzania
2001| 2002| 2004 2001 | 2002| 2004 | 2001| 2002| 2004

A: BROAD SECTORS OF THE ECONOMY

Agriculture 27.8 26.2 24.8| 364 314 332|448 444 433

Industry 18.2 183 19.0f 209 227 23.1| 16 163 175

Savices 629 62.6 64.0] 428 459 43.7|39.2 393 39.2
B: PRIVATE AND GOVERNMENT CONSUMPTION

Private consumption 79 811 7154 814 7783 768|799 771 712

General government consum| 16.8 10.2 19.2| 125 153 156 | 11.7 125 153
Source: World BankicAfDevelopment Indicators; 2005

26. One important macroeconomic aspect, which has called for urgent attention by all Partr
States, is investment (domestic and foreign). Looking at FDI first, over the past decade, Tanzanie
Uganda have seen an increaSBli flows while Kenya has received rather low levels of FDI. By 2004,
the EAC region had accumulated FDI stock amounting to US$8039 million of which 64.7percel
accounted for by Tanzania, 20.1percent by Uganda and 15.2percent by Kenya (World Investr
Report, 2005). Most of the inflows went to the natural resource sectors such as mining and touris
the region. The major challenge that the region is fatimglate¢dnvestments beyond the natural
resource sectors and generate a higherliekaye$ in the economy Kenya is the only country with
significant outward FDI, most of which goes to the other two member countries. Table 2.3 below gi
snapshot of the inward FDI to the EAC member countries and stock of FDI in these countries.

Tabk 2.3: Foreign Direct Investment Flows and Stock (million US$)

Inward FDI Flows FDI Stock
199297 Average 2000 2004 1990 2000 2004
Kenya 18 111 46 668 984 1223
Tanzania 90 282 470 388 3028 5203
Uganda 95 275 237 6 807 1613

Source: World InvestmepioR, 2004 and 2005

2 Includes crop production, livestock, fishing, forestry and related activities, in line with International Classificatic

Economic Activities (Interrsdtitandard Industrial Classified8t€i Rev.2 Code 1)
7

EAC Developmenggigy 20062010



27. In general, inward FDI is expected to contribute to the national economies by bringing in r
technologies, new business practices, new managerial skills, etc. Therefore, for these inflows t
beneficial to the economy, apart fdamg &lthe capital stock, the spillovers to the economy are quite
crucial. I n that respect, FDI I's capable of
ot her investments, and stimulatinmg nhef feesdtad
on domestic investment. However, these d@rwffiegs do not seem to have been tapped
sufficiently in the region as shown by the rather stagnant share of gross domestic investment in GL
indicated in Table 2.4. Gross domestimantesttare of GDP in the EAC is below the average for
SADC region, which is also significantly lower than investment ratios in East Asia and Pacific re
which exceeded 33 percent of GDP. A major challenge is to put in place incentiveghand policies, \
can stimulate both FDI and domestic investments in a complementary manner.

Table 2.4: Gross Domestic Investment as a Percentage of GDP

2000 2001 2002 2003 2004 2008
Kenya 15.38 14.61 13.39 12.93 12.46 13.08
Tanzania 17.63 17.00 19.12 18.63 19.19 19.74
Uganda 19.96 18.57 19.71 20.68 21.65 23.06
EAC Average 17.66 16.72 17.40 17.41 17.77 18.63
SADC Average 20.38 21.83 20.59 20.20 20.39 20.74

aProjections
Source World Bank, Africa Development Indicators, 2005

2.4 Infrastructure, ICTs and Egye

28. Infrastructure, Energy and ICTs are important elements in any economy due to the catalytic
they play in the entire functioning of the economy. Infrastructure, which includes road transport, ai
marine transport, has been given specianabigrail the Partner States, and there have been
regional efforts to improve the state of infrastructure in the region. Energy and ICT have also rece
emphasis, both at national and regional level.

2.4.1 Infrastructure

29. Development of infrastructumeicsal for stimulating investments in many parts of the region
whose potentials are yet to be exploited. This is important because it would facilitate not ¢
communication, but also ease the flow of goods and services as well as the movenmitéirt of persons
the region. Currently, the poor state of infrastructure, particularly roads, remains a major constrai
the performance of the other key sectors in all the three East African Economies.

30. With regard to road transport, the launching at&&xakfmMNetwork project, which is about

7426 km, has been a crucial step in addressing the infrastructure bottlenecks in the region.
objective of this infrastructure project is to develop cross border links with a view to facilitating tr
The prog corridor links are presented in Appendix .
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31. With regard to Railways, EAC is involved in the Assessment of the Restructuring of the E
African Railways project. The main objectives are: First; to assess the state of restructuring of rail
in thethree Partner States in areas of ownership, management, infrastructure, financing al
investment, national legislations and human resources; and Second; to recommend a harmon
approach towards restructuring of the railways in the region anchpadstabpenagion during

the restructuring process. The Partner States have reached different stages in the restructuring pro
and the responsible authorities are committed to refurbish this importar$écosport sub

32. In the areas of marine aindransport, there have been notable developments especially in
security matters. But there is still much to be done to modernise the East African ports and airports
improve the services.

2.4.2 Information and Communication Technologies

33. Informatioand Communication Technologies (ICTs) have spread quickly across East Afric
and are regarded as essenti al to the regi
advancement, cultural progress, as well as for its global presence and sofipettieeiabte

statistics for Internet usage and mobile telépinanes$ the newest technologies demonstrate the
recent developments in ICTs in EAC region.

Table 2.5: Internet Use and Mobile Phone Subscription in EAC

Internet Users Mobile Phon&ubscribers

2001 2002 Latestyean 2001 2002 2004
Kenya 200,000 400,000 1,054,000 600,000 1,187,100 2,546,200
Uganda 60,000 100,000 500,000 | 283,500 393,300 1,165,000
Tanzania 60,000 80,000 333,000 | 427,000 760,000 1,640,000
Total For EAC 320,000 580000 1,887,000 1,310,50 2,340,400 5,351,200
EAC's Share in Africa
(ercent) | 20 e 8ot e °8 |
Kenya's Share in Africa 31 38 32 23 32 32
(percent)
Tanzania's Share in Afric 0.9 0.8 10 17 20 21
(percent)
Uganda's Share in Africa 0.9 10 15 11 10 15
(percet)

SourcelTU; World ICT statistics; 2002, 2003 and 2005.

34. Table 2.5 depicts the developments in the use of ICTs in EAC region for the past few yes
and it is clear that the rapid changes point to much greater potetotial Buthét fis important to

note that, there are significant differences in this regard, with Kenya dominating the field. While
average, EAC region had 5 percent of the total Internet users in Africa in 2001. According to the |
data updated a$ I8 September 2006, EAC Internet usage had increased to about 5.8 percent ¢
Africads total with Kenya accounting for 3.2

3 Africa Internet Statistics from <internetworldstats.com> updated as of 18th September 2006.
9

EAC Developmenggigy 20062010



penetration rate (percent of population) is still low at 3.1 peyeet hgeecent in Tanzania and
1.8 percent in Uganda. The penetration rate in East Africa compares rather unfavourably with the /
penetration rate of 3.6 percent.

35. The rate of growth of mobile users has been phenomenal. After 2000 thh odte of growt
internet users has grown at 427.5 percent in Kenya, 189.6 percent in Tanzania and 1150 perce
Uganda (<internetworldstats.com> as updated on 18 September 2006). The numbers engaged wit
are high and are growing at a phenomenal rate. ipe ahald is to harness the huge potential of
ICTs and cope with the fast growth in usage, for a much greater impact on the EAC economies,
improved livelihoods especially for the rural areas, where the majority of the poor live. The challen
to expand connectivity and enhance cost effectiveness.

2.4.3 Energy

36. Energy strongly influences peopl eds
productivity, health, education, wealth creation and environmental Besi@irsgbditergwyys
a cruci al role in development, i n terms of |
energy access will be fully integrated into the EAC Development Strategy.

wel f

PRSPs in the EAC Region look principally; fuels for cooking, mstiseaipaler management

of biomass, modern biomass and renewable energies are generally ndh reznmsredd.

budgets, only a small percentage of PRSPs specifically provide for medium term investment in ene
Budgetary allocations in the PRSPs temer than $4 per capita in EAC countries at a time when
the studies carried out elsewhere in the region suggest that minimum per capita investment of $1-
be needed to meet the MDGs. EAC is therefore iexplilegth¢he numerous associatedes,

including the gender aspeantie¢ogypovertylefined athe absence of sufficient choice for adequate,
affordable, reliable and efficient energy services for sustainable economic and human development

THs energy poverty is reflected in theafarhtjority of East African people live in rural areas, and
derive their energy sources mainly from traditional biomass consisting of fuel wood, charcoal :
agricultural waste, which contribute to moregharr 70 e n t of t hedouseldyi on o6 s
cooking and heating constitute the largest energy demand. Modern energy sources such as electi
or liquefied petroleum gas (LPG) are available only for a few urban centres and economic structu
with the majority of the poor excluded. Clessnttha perceno f East Africads r
and32percentf its urban population are connected to the national grids. Tablen2jshivies a

of the energy situation in East African Region.]

Table 2.6: Energy indicators in EAC

Energy Cosumption |Electrification

Biomass [Modern  [Urban  |Rural
Kenya % of Population) [70% 30 % 46% 4 %
Tanzania ( % of Populat90 % 10 % 38 % 2%
Uganda (% of Populatig93 % 7% 8% 1%
EAC 84% 16% 31% 2%

SourceUnited Nations; UNDP 2005
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This lav energy consumption is aggravatkd bgrious inefficiency of modes of consumption
and production

The heavy use of traditional enéi@dés of EAC population is dependent on biomass, and this figure
rises to 93% in Ugaindsa one of the main exalems for this, though it is important not to overlook

the low level of energy efficiency in the industrial sector for instance. This heavy dependency re
mainly from the inability of people to access modern fuels: their low monetary income means
consume much less energy per unit of added value than in developed nattumsufysiaver

has harmful effects on the environment (soil erosion, desertification, etc.). Therefore, the lack of mq
fuels keeps people locked in a vicious palerty ci

37.  Electricity generation is lagging behind the growing demand for its use making the EAC a de
region in electricity supply. Apart from being a serious constraint to industrial activities particu
manufacturing in the region, energy hagsliaih gander dimension whereby women and girls are
disproportionately burdened by lack of access to modern fuels and electricity. Women ¢
predominantly responsible for cooking and food preparation such as threshing, husking and grin
and other adties. In addition, women spend considerable time spent gathering biomass fuels. Th
also suffer considerable damage to their health; especially respiratory diseases from indoor air poll
by having to cook indoors on poorly vented stoves. Btenwitiidsawn from school to attend to

such domestic chores, with adverse consequences on their literacy and economic opportunitie:
these respects, energy is particularly important for women and girls.

2.5 Trade Development

38. The flow of trade betmvtee three EAC member countries is quite significant. Over the period
199171 2004, intreegional trade in exports increased as shown in table 2.7. The ongoing
implementation of EAC customs union is expected to provide an impetus to even higher achievem
Disaggregated trade flows reveal that¢gnireal trade is dominated by Kenyan exports to Uganda.
The largest importer from the region is Uganda followed by Tanzania. Kenya imports rather s
amounts from within the region. However, if tnaoléicséahtistics were to be captured the picture
could change considerably.

Table 2.7: Country Exports to EAC as percent of National Exports

1991 1995 2002 2004 2005
Exports Within EAC:
Kenyads Exports to EA{( 8.0 27.0 22.7 25 26
Tanzaniados Exports to 238 46 45 79 58
Exports
Uganda O0s Exports to | 13 0.9 2.2 14
Imports Within EAC:
Kenyads | mports from 0.4 0.9 14 0.8 1
Imports
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Tanzaniads | mports fr 31 127 59 54 57
Imports

Uganda 6s I mports fror 13.9 36.0 48.4 23
Imports

Source:EAC Statistics Data Base

39. Regional trade is dominated by manufdobdemd electriciBifferences in the level of
industrialisation among the countries are reflected in their trade patterns. Kenya exports manufac
to Uganda; Uganda exports food products and energy to Kenya; Kenya and Tanzania trade mair
manufat ur es and food product s; Tanzania expor:
manufactures, food products and energy to Taéhealla.is the main trading partner with EAC
countriesWhile regional trade has grown somewhat, the Europeds) tenuoain@& the largest

mar ket for EACOGs exports, absorbing around ¢
diversified; around a quarter come from the EU, and about 20 percent each from Asia and the M
East. A major developmentémtrgears is the rising price of oil which is likely to have considerable
implications on the oil importing East African economies considering that the current level of
dependence is high (at 3.5percent of the GDP) and is likely to rise eubedertwemases
industrialise.

2.6 Human Development

40. One common development objective of the EAC Partner States is poverty reduction larg
through moreibrangrowth and broad based wealth creation. Poverty remains high in all the Partne
Statesand the general characteristics are similar across member countries. Poverty is predominan
rural phenomenon in the region although it is becoming increasingly significant in urban areas. As
2.8 indicates, the human poverty index is qaite85@ghpercent in the region and there are still
critical gaps to address in all the three Partner States, with respect to human development and po
issues. This suggests that there still remains a lot to be done to address important elements of
income and namcome poverty in the region.

Table 2.8: Selected Human Development Indicators (2004)

Kenya Uganda Tanzania

Value (percent 35.4 36 35.8
Human Poverty Index (HPI) Rank 64 66 65

Human Development Index (HDI) value 0.474 0.508 0.418
Rank 154 144 164

Urban population (percent of total population) 35 12.3 354
Life expectancy at birth (years) 47.2 47.3 46
Infant mortality (per 1,000 live births) 79 81 104
Child malnutrition (percent of children under 5) 22 23 29
Access to an irped water source (percent of popula 57 52.0 68
llliteracy (percent of population age 15+) 16 31 31
Gross primary enrolment (percent ofapdpolpulation) 94 136 96
Male 95 143 99
Female 93 129 93

EAC Developmenggigy 20062010



Note aHPI value is the composite index, which estimates the percentage of population facing deprivatiol
three essential elements of human life, namely: longevity, knowledge and decent standard of living.

Source Africa Development Indicators, Membhay @ouerty Reports, UNDP Human Development Report,
2005.

41. The three countries have made recommendable efforts to contain HIV/AIDS. However,
pandemic continues to be a major threat-ex@oaiic development and there are still signs that
HIV/AID$8ould erode key achievements in economic and social development. According to the W
Health Statistics (2005) the adult prevalence rate (for individuals aged between 15 and 49 year
about 6.7percent in Kenya, 8.8percent in Tanzania and 4.h.farh&gaagr challenge in
addressing the HIV/AIDS problem is the behavioural aspect that the pandemic bears, and the cu
aspects that have to be dealt with in the process.

42.  While in general there have been some achievements in the key setiphrtididatty

education as indicated in table 2.6; there are still some gaps to be addressed. The issue of poy
reduction has been accorded high priority in all the Partner States. The most recent developments
depicted better incorporatidre afuicial dimensions in the reform agenda.

Table 2.9: Development Disparities

Inequality measures
Bottom 10% (Poore| Top 10% (Riches Gini index
Tanzania 2.8 30.1 38.2
Kenya 2.5 33.9 42.5
Uganda 2.3 34.9 43

Source UNDP Human Developmepaiig 2005.

43. As indicated in table 2.9, alongside depth and pervasiveness of poverty in all the three Part
States, inequality is still a problem in the region with the Gini index hovering around 40 percent.
major challenge to all Partner Statealimg with inequality is to generate sufficiently high economic
growth, in which the poor participate effectively and is shared broadly in society.

4 The Gini index shows inequality with the value O representing perfect equality, amohgl@@rfeprese
inequality
1
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3.0 REVIEW OF THE EACVEEOPMENT STRATERZDNH2005)

44. The Second EAC Development Strategyi (20®) took into account the experience
gained during the implementation of the first EAC Development Str2@0Q) (188 provisions

of the Treaty, the implications of Globalisation and the influence of the position of the EAC in the \
market. ThBtrategy identified the programmes to be implemented during thei 0@ 2001

line with the broad goal of widening and deepgmengtionm in all areas for the mutual benefit of the
Partner States.

45.  The Strategy sought to chart the implemeoiftdhose aims and goals through a detailed
policy action matrix with implementing agencies identified and the time frame specified. This revie\
followed closely the implementation of the proposals of the second EAC development Strategy an
polcy action matrix.

46. The review starts with a brief summary of the components of the second EAC Developm
Strategy (in section 3.1) followed by a review of the status of implementation of programmes
planned activities (section 3.2) and the asse$sheemstitutional framework (section 3.3). The
review of the status is followed by the overall assessment and identification of lessons for the
forward (section 3.4). On the basis of the findings of this review a SWOT analysis is construs
(setion 3.5) which, together with the lessons learned, contributes towards informing the formulatic
the third EAC Development Strategy.

3.1 Main Components of the Strategy

47. Building on the experience of implementiriy BA&OS (1992000), the @ EAC
Development Strategy (2005) was formulated basically with the following objectives:

1 To deepen the regional integration efforts in a more liberalised environment while concluc
the Customs Union protocol;

1 To promote convergence of macroeconditators, and harmonization of financial and
fiscal policies;

1 To enhance the EAC Development agenda through infrastructure development and suppor
services; cooperation in productive sectors, environment and natural resources; joint promo
of lhuman resource development (HRD), science and technology; wider stakeholde
participation to embrace women, youth, private sector, civil society and the citizenry of 1
Partner States; joint promotion of peace and security in the region; and birmonisation
regional efforts with ongoing continental and global efforts.

48.  The following areas of cooperation are contained in the second EAC Development Strate
(20022005):

()  Macroeconomic policies including monetary and fiscal policies.

(i)  Trade liberalisatiom aevelopment.
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(i)  Productive sectors including agriculture and food security, investment and industri
development, tourism and wildlife and environment and natural resources.

(iv) Infrastructure and supportive services.

(v) Human resources development and scidrieehnology.

(vi) Social sectors including immigration and labour policies.

(vii) Legal and judicial affairs.

(viii) Political matters including peace, security and defence.

(ix) Broad participation of women, private sector, and the civil society.

(x) Relation with otherioe@! and international organisations.

(xi) Institutional arrangement at the level of Partner States and EAC Secretariat.

(xii) Managing distribution of benefits and costs as a cross cutting issue.

3.2 Status of Implementation of Programme and Planned Activities

49. The overall assessment of the EAC Development Strate20&@00dicates that it was
extremely ambitious, covering a broad range of areas and activities. In many cases, the implement
of the various elements in the action matrix laggea: lpebgwlitied time frame. However, the level

of achievements is commendable as manifested in the level of cooperation and political good will t
enjoyed by the EAC. However, at the level of implementation of programmes and planned activiti
numbenf challenges emerged. The major ones comprised governance and institutional constrai
budgetary constraints, inadequacy of enforcement machinery and sanction mechanisms, len
decision making processes, legal and administrative handicaps, sthtistiatisand information

and capacity constraints.

3.2.1 Macroeconomic Policies including Monetary and Fiscal Policies

50. The main areas under macroeconomic policy convergence include currency convertibility &
basis for a single currency; hariomipd exchange rates, interest rates, and fiscal policies; and
banking and capital markets development. In thikttege@artner States have adopted market
determined policies, investment incentives have been harmonised, considerabld fiagalonization o
policies has occurred and there is increased harmonisation of banking policies and legislation. How
it is notable that the East African-etacromic convergence criteria that were to be attained did not
feature explicitly in the naticarad pf the Partner states over the period. It is therefore still ambiguous
as to whether the achievements in-esaommic convergence resulted from full incorporation of
regional level criteria in national level macroeconomic policy making phogdgsésnor s
simultaneous meeting of agreements reached between individual countries and the Bretton W
Institutions.

5 A more detailed description of implementation status is presented in Volume 2 of the Report.
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Macroeconomic Convergence over the Review Period

The Partner States have experienced mixed progress in terms of attaining the macroecong
criteria. Whereas Uganda and Tanzania registered GDP growth ratedhawverdingereent
annum over the last five years, Kenyad ¢
2000 to 1.8 percentin 2003 and up to 4.3percent in 2004. One area that has seen remark
is price stability witiderlying inflation in the three countries contained at below 5.0 pércéms
current account and fiscal deficits (including grants) were contained at below 5 percent in 2
Tanzania and at 5.9 percent in Uganda in the sgi&CyeReport of the Committee on Fact T
East African Federation, November 2004)

3.2.2 Trade Liberalization and Development

51. Under trade liberalization and development, the key objective was to move towarc
establisment of a Customs Union with a Common External Tariff (CET), elimination of internal tar
removal of ndariff barriers, adoption of commecduarming, countervailing and safeguard
measures, adoption of common rules of origin, and adoption pbsitiomeoagainst illegal
dumping of toxic waste. In addition, the Partner States aimed at moving closer to a Common M:
with @ common competition policy, enhanced cooperation in export promotion and trade in service:
development of competitiveard a stronger negotiation capacity. The most significant achievement
was the signing of the Customs Union Protoédllanci22004 and its coming into foree on 1
January 2005.

3.2.3 Productive Sectors

52.  Productive sectors that were covered amlicdéture and food security, investment and
industrial development, tourism and wildlife management, and environment and natural resour
Progress has been made in formulatingwidgipnlicies and strategies of key productive sectors. In
this conta, the EAC now has in place Agriculture and Rural Development Policy, an Agricultural
Rural Development Strategy, and an IndustrialisatiorO8teatsmnificant achievements include
conclusion of the Protocol on Environment and Natural NResmeneent and developing a
Tourism Marketing Plan and Strategy. Implementation of these initiatives is the focus of the 1
Development Strategy.

3.2.4 Areas of Common Economic Interest

53. The EAC Secretariat through the Lake Victoria Developmeneé Prdiyen Unit and

working with the responsible Sectoral Committee implemented all the focus areas and achieved al
maximum outputs expected in this area. In 1999, The EAC Secretariat commissioned a stud
determine the most suitable institutiotegarithmework for the Lake Basin becoming an economic
growth zone for East Africa. On institutional aspects, the study recommended the establishment
Lake Victoria Development Programme Unit within the EAC Structure as a transitional arrangen
This was expected to evolve into an independent body within the East African Community framev
In 2001, the LVDP Unit was set up and became operational in January 2002.
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54. Meanwhile, in order to effectively implement the activities of the ProgRamimer in the
States, the Council in 2002 decided that Partner States should establish focal Ministries for L\
activities. This has been done. The Ministries of Environment and Natural Resources, Water
Livestock Development and Water, Lands and Ebwvnorfeega, Tanzania and Uganda
respectively, are the national focal point ministries for LVDP activities.

55.  Another output of the study was a legal framework in the form of a draft Protocol. The Part
States in 202003 held detailed negotiations leasé¢kis draft Protocol which was signed in
November 2003 and ratified in November 2004. The Protocol defines the specific areas of coopel
and provides for the establishment of an institution, the Lake Victoria Basin Commission (LVBC) f
an apex gan to oversee the implementation of the Protocol.

56. A Shared Vision and Strategy framework for the Management and Development of La
Victoria Basin was developed and completed in 2003. A wide range of stakeholders and ac
representing governmergétutions and agencies, civil society organisations and the private sector in
the Partner States and development partners were involved in the vision and strategy developr
process. The Council of Ministers adopted the Vision report in Janussgydzfoveratet! that all

the stakeholders involved in Lake Victoria Basin development should henceforth use the Vision
Strategy Framework as a planning tool. The Partnership Agreement on Sustainable Developme
Lake Victoria Basin which was signédChyith the Governments of France, Norway and Sweden
and the World Bank and the East African Development Bank in April 2001 is now under implement
following the development and adoption of the Rules and Regulations governing the Partnership
and he Procedures thereof for the Partnership Consultative Committee in December 2002. Sev
critical projects have been undertaken and more are in the process of implementation.

3.2.5 Infrastructure and Support Services

57. The Second EAC Development Strategyised that regional infrastructure interventions
are key to attracting investment into the region, improving competitiveness, and promoting trade.
infrastructure and support servicegatolb covers roads, railways, civil aviation, maspoe tra

and ports, muitiodal transport, freight administration and management, postal services,
telecommunications, and meteorological services as well as energy and cooperation in suppo
services including Standardization, Quality Assurancg,avidtidsging (SQMT). Partner States

have reaffirmed their commitment to enhancing budgetary resources, expediting the neces:
legislations in the roadssadbor, strengthening of the institutional and administrative capabilities of
the ministries aadencies formed to manage theestdr, and to prioritise the EAC Road Network
Project within their national poverty reduction strategies and budget provisions. A number of trip
agreements have been reached in the field of infrastructutbeanR@ih@ransport and Inland

Water Transport aimed at providing a facilitative instrument to regulate inland waterways trans
particularly across Lake Victoria. Provision has been made for a facilitative instrument to regt
Search and Rescue actbesborders and to enhance cooperation in the joint utilization of available
facilities in the region.
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3.2.6 Cooperation in Social Sector Issues

58.  Cooperation under social sectors including immigration and labour was supposed to focus
health especialgmbating HIV/AIDS, communicable diseases and health research, policy and heal
systems development; culture and sports; social welfare, immigration and adoption of common le
standards. The Draft Protocol of the East African Health Resed&HBQ)nsibging finalised,

and efforts to harmonise EAC Partner States HIV/AIDS policies, strategies, and treatment protocol
underway. The East African Integrated Disease Surveillance Network (EAIDSNET) was establish
facilitate collaborationesearch in the areas of communicable diseases. The EAC Partner States
National Regulatory Authorities and Experts Committee on Pharmaceutical and Medical Products
also been established. An EAC regional expert Committee on the incorporatiadeof World Tr
Organisation (WTDhadeRelated Intellectual Property Rights (TRIPS) Agreement into EAC Partner
States' National Patents and Pharmaceutical Regulatory Laws has also been established.

3.2.7 Labour and Employment

59. In the area of labour and employrhanmanised classification for issuance of entry/work
permits consisting of twelve sectors and classes of entry/work permits has been adopted. This
meant to start with immediate effect. Partner States have worked out the necessary administr:
arragements for implementation. Fees for any class of permits issued to citizens of East Africa ar
be 50 percent of the rates charged to foreigners. A review of the Municipal Laws and Acts in e
Partner State is underway. In terms of easidprdertsade, issuance of interstate passes
commenced on 1st July 2004. The East African Passport is being popularised for use by the citize
East Africa and modalities for making it international have already been worked out.

3.2.8 Development of Human Besces, Science and Technology

60. In the area ofilman resources, science and techridotner States were to harmonise

their education and training syllabi and standard®rdmateoall human resources training
programmes in anticipation of free emiveirEast Africans within the region as expected of a
Common Market. Cooperation in science and technology was to emphasise joint research, develog
of indigenous science and technology, exchange of information, collaboration in training of tech
personnel and formulation of science and technology (S & T) policy for EAC, among other meas
Partner States National Science and Technology Commissions/Councils have been working close
these issues. A Protocol on the establishment of a 8clemtmalogy Council is at an advanced
stage of clearance. A regional study on harmonisation of curricula, examinations, certification
accreditation in East Africa was to be conducted. The East African Advisory Committee on Educs
Research and Thiag was formed and has been meeting every year since 2002nivVaesityter

Council of East Africa (IUCEA) has been active in harmonising and coordinating various activitie
universities in the region.

3.2.9 Broad Participation of Stakeholders

61. Brad participation of stakeholders has been an important element of the Developme
Strategy. Measures in this area include enhancing the participation of key stakeholders in the |
affairs. Implementation has started including the formulation olvate Sac€tdPrDevelopment

Strategy that contains various modalities of enhanced participation of the private sector. After g
1€
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through the Council of Ministers in November 2003 it was decided that the Strategy would be subj
to national level consioltst and discussions. The consultations are still in progress. The East Africar
Business Council (EABC) was accorded observer status in the community and has contributed gt
in terms of advocacy for a conducive environment for private sectur develBABE organised

and completed the first ever Business Climate Index in East Africa with speciahfifcus on non
barriers. It has also prepared Hgehvestrategic plan whose main elements are taken on board in
this strategy. A comprehenggional framework on Gender and Community Development based on
best practices from the Partner States has been prepared. A number of professional, civil society,
government associations and youth organisations have formed alliances amdsméetrders
regularly. Indigenously owned SMEs, particularly in the transport sector, have either resumed or ini
business in East Africa.

3.2.10 Legal and Judicial Affairs

62. Under legal and judicial affairs, achievements recorded so far isbindaestabé East

African Court of Justice. The Protocols and Agreements that were concluded -@0fibg the 2001
Development Strategy include Protocol on -Beisignby Council (April 2001); Protocol on
Combating Drug Trafficking in the EA ragigery(J2001); Protocol on Standardisation, Quality
Assurance, Metrology and Testing (January 2001); Tripartite Agreement on Road Transport (Nove
2001); Tripartite Agreement on Inland Waterway Transport (November 2002); Protocol on
Establishment thfe InteUniversity Council for East Africa (September 2002); Search and Rescue
Agreement (September 2003); Protocol for the Sustainable Development of Lake Victoria B:
(November 2003); and the Protocol on the Establishment of the East Afnc@uslomsunit

Union (March 2004). However, there has been limited cross border legal practice amongst the Pec
States, but there are ongoing efforts on harmonisation of municipal laws and judicial training.

3.2.11 Political Matters, Peace and Security

63. Impémentation of political matters, including peace, security and defence has involved, in
alia, sustaining political will and taking the initiative towaedkifigighe Political Federation,
enhanced collaboration in security and defence matiergralhd ensuring that the region is
peaceful so as to provide a conducive environment for sustainable development. EAC has alre
established two institutions (the East African Court of Justice, and the East African Legisla
Assembly), which alsoveeas building blocks to a Political Federation. There are memoranda of
understanding guiding cooperation in foreign policy, and in defence and security. The MoU on Def
IS soon to be elevated to a Protocol. Another important achievement isparhtionesf police

and customs authorities in combatinbamessillegal activities (e.g. smuggling, piracy, illegal entry).

3.2.12 Relations with Other Regional and International Organisations

64. With regard to relationships with other regionalreattbmal organisations, the Strategy
anticipated achievement of complementarities to ensure faster economic development in the spirit
Lagos Plan of Action and the Abuja Treaty while rationalizing and harmonising commitments u
COMESA, SADC, @and IOC. In this regard, EAC has signed Memoranda of Understanding or
cooperation in regional integration issues with several other regional blocs. Harmonisation of pol
between overlapping regional blocs is ongoing and the COMESA yelltra €& fandn
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COMESA transportation is in use. The COMESA African Trade Insurance Agency (ATIA), wi
cushions investments from political risks, is also used in EAC. Work on harmonisation a
rationalization of commitments under COMESA, SADC, IGADagoin@C |

3.2.13 Managing Distribution of Costs and Benefits

65. The second EAC Development Strategy undertook measures to address imbalances aris
from the process of establishing the Customs Union. These measures are consistent with the proy
oftheoper ati onal principle under article 7(f)
accruing or to be derived from the operations of the Community and measures to address econ:
i mbal ances that may araregoeal tfade onfmalasce is beinggudressed i o
through the application of the principle of asymmetry in the elimination of internal tariff.

3.3 Assessment of the Performance of EAC Organs and Institutions

66. The Treaty establishing the East Africannignmuoarporates the principal organs and
institutions as the pillars of the Community
Secretariat, Community matters are run through Task Forces, Sectoral Committees, the Coordin
Commitke of Permanent Secretaries, Council and other organs established by the Treaty.

3.3.1 EAC Organs

I The Secretariat

67. The Secretariat has not been adequately staffed in terms of professional staff to underte
research, management and monitoring and revaflutii® tasks outlined in the Second EAC
Development Strategy. Most of the staff is overstretched and not able to be as productive as is req
for the implementation of all areas of the Strategy.

68. There have been several restructuring exercisésvel tfighe Secretariat to realign the
structure and functions with the expanding volume of activities under the Community. In the cour:
implementing the second EAC Development Strategy, the Secretariat has been strengthening in t
of recruitingdditional staff; offering dieom training to staff and equipping their offices; planning the
construction of an EAC headquarters; establishing the Directorate of Customs and Trade to spear
implementation of the Customs Union Protocol; anthgstablistke Victoria Basin Commission.
Another development is that the Partnership Fund has been established. A study on the structure 1
of service and conditions of the staff of the Community has been finalised and is to be impleme
effectiveslJanuary 2007.

il. The East African Legislative Assembly (EALA)
69. EALA is one of the organs of EAC established under article 9 of the Treaty. EALA is t
legislative arm of the Community and operates within the overall purview and strategic goals of the
African Community. Under the provision of Article 49, EALA is mandated to exercise both legislative
oversight functions on all matters related to the community. The mission of EALA therefore is to su
through legislation and oversight, the ossi@il afiEAC.
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70. EALA has enacted a total of 9 pieces of Legislation that are now Laws of the Community «
fully in force in the Partner States. Four Acts relate to the operations of EALA as an assembly; an
four relate to the approval of the EA€L PAplgropriation Laws), and the EAC Customs Management
Act. Under the provisions of the Treaty, Article 49(2) (a); EALA is required to liaise with Natic
Assemblies of Partner States on matters relating to the community. On this counhBALA has held
Inter-Parliamentary relations Seminars with Members of National Assemblies of Partner States. Tt
seminars deliberated on complementarity of the roles of EALA and National Assemblies and c
actors in the process of regional integration aneddmsealanisms for strengthening institutional
linkages between the National Assemblies and EALA. The Assembly has contributed to publicity
marketing of EAC through a total of eight familiarization tours of the Partner States.

iii. East African Court of Jire (EACJ)

71. The Court has been fully established and the Judges of the Court were appointed by t
Summit from among sitting Judges of National Courts of Judicature and from Jurists of recogn
competence. The Court has jurisdiction over the mesptbtaiireaty. To this end, Partner States,

the Secretary General, legal and natural persons, may make reference to the Court on ground
infringement of the Treaty by a Partner State. The Court also has jurisdiction to entertain disp
between th€ommunity and its employees. The Court may arbitrate an agreement, to which tf
Community or Partner State is a party, if the parties so agree. The Court shall in addition have :
other original, appellate, human rights jurisdiction as the Cotemgiimeay de

72.  An evaluation of the operations of the court has shown that its operations are still ad hoc. T
means that Judges are not permanently required to reside in Arusha where the temporary seat G
court is located, but they only convene tat tusihess of the Court as and when needed. The
Court has so far received in its registry one case. There could be many possible reasons for
including the fact that potential dispute generating areas like the Customs Union had not been ac
upon byPartner States when the Court was inaugurated. However, the Protocol for the Establishmer
the EAC Customs Union establishes alternat:.
structure. Another reason could be that adequate publidigehaganet on the part of the Court

and its activities. It could also be said that the integration process and operations of the East Afi
Community have started smoothly without people having to take each other to Court. During this pe
the Court vgaable to build capacity of its Judges and put in place Rules of Procedure and Rules
Arbitration to govern conduct of the case and arbitral proceedings respectively.

3.3.2 EAC Institutions

73.  The process of strengthening other institutions of theyG@wrheeit ongoing focussing
on Inteniversity Council of East Africa (IUCEA), Lake Victoria Fisheries Organisation (LVFO), ¢
Lake Victoria Basin Commission (LVBC) and East African Development Bank (EADB).

I. Interi University Council of East AfricllGEA)

74.  The mission of IUCEA is to encourage and develop mutually beneficial collaboration betw:
member universities and Governments and other public and private organisations. The prin
objectives of the IUCEA are to meet national and regionahtieeeldmnoe@dertake resolution of
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issues in every appropriate sector of activity of higher education in East Africa; and coordinate
development of human resource capacity in all disciplines of higher education in East Africa.

75.  During the past 5 yedr&ACDS (2002005) IUCEA has promoted voice for East African
universities through a number of intervéinbaasteactivated meetings and workshops in which
members of the academic fraternity share information. IUCEA has collaborated with local
international partners such as the Ford Foundation, the Rockefeller Found&aecartd Sida
support researchers, teaching staff and students to undertake research and deliberate on perti
academic and governance issues in East African uni@sifidsas created capacity for the East
African universities to remain relevant in a dynamic global environment.

76. In the light of the coming into force of the East African Customs Union and the anticipated 1
movement of persons, labour and stadbetsegion, IUCEA is considering stock taking as it reviews
the future of the organisatiher education in East Africa will continue to be faced with a myriad of
challenges such as increasing numbers of student, welfare matters for battleataffandd st
internationalization bringing on board new competitors.

il. Lake Victoria Fisheries Organisation (LVFO)

77. LVFO continued to coordinate fishery issues in Lake Victoria to ensure that fish and fi
products are available for consumption in Emsandfritave access to international Markets.
Achievements of LVFO include implementation of a Regional Strategy of fish quality assurances \
led to the lifting of the ban of fish exports to EU; harmonization of fisheries laws and regulati
coordinadn of efforts which reduced conflicts thardessfishing and fish trade; development and
implementation of a Fishery Management Plan for Lake Victoria; development and harmonizatic
standard operating procedures for research and manageeraractgiiablishment of National

and regional Working Groups to implement LVFO activities.

iii. Lake Victoria Basin Commission (LVBC)

78. The Lake Victoria Basin Commission is an apex organ that oversees the management &
development of Lake Victoria BasirSekretariat of LVBC, the executive implementing arm of the
Commission will be responsible for overall coordination and facilitation of the Commission activitie
shared Vision and Strategy Framework has already been developed. The undenhyfiorg assumptio
implementation of the LVBC Strategy is that there will be sufficient staff and resources for
Commission. The Commission will be headquartered in Kisumu and modalities to operationalise it
been concluded with the recruitment of execuditre= @nofessional staff.

V. East African Development Bank (EADB)

79. The East African Development Bank was established in 1967 with the mandate to redress
development disparity between the Partners States of the then East African Community, thro
afirmative differential allocation of resources in the form of private sector credits. EADB has a cr
role to play in the East African Common Market in terms of mobilizing external lendable resource
the East African market. But more importhifvlylang tem sustainability, it should mob#ise intra
East African resources for the same purpose, including participation in the reform process of |

African financial institutions.
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80. EADB has already initiated a number of windows for future tdeckidprgaasuance of

EADB Corporate Bonds; creation of an Equity Fund to enhance Gearing Ratios of viable but c
strapped local enterprises; establishment of a Venture Capital Fund; and development of intere
catalytic EA public infrastructuexistolhese initiatives need to be kathstreicted, enhanced

and institutionalised in order to effective

Market. However, in spite of initiatives to restructure the EABD, it has ndteystadtisinéa

major source of financing of EAC development projects and programmes.

3.4 Overall Assessment and Lessons for the Way Forward

81. The second EAC Development Strateg@@@8ptvas ambitious covering a wide range of
areas and activities. d#svimplemented within a context of less thdevelmled institutional
arrangement with inadequate authority and shortage of resources (financial and human). The Str:
did not incorporate detailed actionable plans elaborating the actionemamiatiomef the

strategy was also slowed down by the prolonged and protracted negotiations leading to the signil
the EAC Customs Union Protocol, an eventuality which puts EAC ahead of many other similar ecor
blocs.

82. In the process of implemetii@gsecond EAC Development Strategy, useful lessons and
challenges can be drawn with a view to informing the third EAC Development28tt@)egy (2006
these include the decision making process, roadmaps for implementation, enforcerpent and follo
mechaisms, legal and administrative issues, capacity issues, statistics and information sharing,
budgetary issues. These lessons and challenges are briefly presented below.

3.4.1 DecisioAMaking Processes

83.  Atrticle 71 confers to the Secretariat thedelmin§ the regional requirements and best
practices. In practice, the Secretariat has sometimes tended to be a forum where officials from Pe
States negotiate to harmonise their national positions/interests rather than focus on adapting nat
postions to regional standards or requirements. This process hasdmsemingdeading to
extensive use of resources witbpgimbal returns. Further, frequent changes of personnel at the
technocratic levels have contributed to eroding the bestiéfit®odl memory that is necessary for
continuity.

84.  The Council of Ministers meets twice per annum, and works on the basis of recommendati
and other inputs from each of the Sectoral Committees, through the Coordination Committee. Deci
are maddased on the recommendations and inputs and these decisions become the basis f
implementation by the Sectoral Committees. Given that the Sectoral Committees also meet on ave
twice per annum, in practice it is not uncommon for the implemecititios tf thke up to
eighteen months from the time recommendations are made.

85. Membership to the Sectoral Committees keeps on changing as these are nominated fr
Partner States government departments from time to time often depending on tehtoarsehvailable
or is not too busy presumably with other important commitments at the national level. This situ:
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decreases the effectiveness of the committees especially when the members sent are not suffici
senior to make decisions during the meetimgspress opinions based on insights from progress
made in previous meetings.

86. However, it is worth noting that Partner States have now established functional ministries
handle EAC matters. The Summit in May 2005 also decided that allsPsitnéd $&tblish
Ministries to handle EAC matters. These ministries have been established andarchnatged to co
implementation of Council decisions and all other EAC affairs.

3.4.2 Roadmaps with Implicit Timeframes for Implementation

87. In some dhe interventions identified in the Development Strategy, and subsequent decisior
that were reached, detailed implementation plans with clear tasking to each implementing agency
not drawn up. This would have delineated responsibilities fotion@etherdaagement, which is
necessary for enhanced monitoring and evaluation. Shortfalls in implementation plans have
adverse implications on the ability to enforce decisions.

3.4.3 Followup and Enforcement Machinery

88.  Collective decisions agred¢heatevel of the EAC, are left to the government officials in the
Partner States to implement. However, at the level of implementation, several factors have impaire
smooth enforcement and execution of implementation plans including defiesion thie rati
protocols and nonplementation of ratified protocols. The Secretariat has a mandate of monitoring tt
implementation of decisions made. Over the years, performance in convening, organising and sen
EAC meetings has been exemplary. Hdivevaame cannot be said on theupliofrdecisions

and recommendations made in the meetings. There are two challenges here: the capacity of
Secretariat and its limited legal executive authority for enforcement in terms of implementatiol
Commuty programmes. However, the main part of the problem is with the capacity, monitoring &
evaluation and accountability systems at the national level.

89.  Plans of action are accompanied by sanctions and penalties for shortfalls in implementation
dependntirely on the goodwill of the Partner States. This issue can be addressed by Partner State:
ensuring that M&E mechanisms and accountability systems are in place. Follow up at the national
and its links to regional level decisions and astidegidiad serious gaps, which need to be
addressed. Decisions agreed on at the EAC level are sometimes not disseminated in time to
operatives for implementation, a situation which leads to inconsistencies and frustration such as t
sometimes exparced at border post crossing points. There is need for continuous interactions ar
information flow among government officials to make sure that decisions are communicated to
operational staff in good time. kgl@and monitoring systems are m@aggassorder to ensure
implementation. An effective monitoring and evaluation system to measure the achievement:
milestone events, and the accomplishment of targets at each milestone events was not put in pla
the Second EAC Development Strategy.
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90. Apparent difficulties have been located in mediating national and regional demands whei
comes to implementation of agreed decisions. This is depicted in the form of frequent backtrackir
decisions taken at the EAC level. Evaluation of what dg@isgheansuggests that this is an
indication of divided loyalty between national and regional demands. It seems that there are no
guidelines on how to manage the balance between national and regional interests, a situation that
permits nationaterests to prevail over decisions made at the regional level. Yet regional leve
discussions are arrived at in institutional frameworks whose members are essentially national. The
a challenge relating to quality of preparation for regionegtileyel amd accountability for
implementation of decisions made. The relationship between national and regional level polic
strategies, plans, standards and other obligations will need to be sorted out.

3.4.4 Legal and Administrative Handicaps

91. Commuty decisions requiring amendments to the national laws and regulation have ofte
remained outstanding for a long time. In the meantime there have been attempts through administ
compromises to implement decisions outside the legal framewonkapphapriste and
compromises the sustainability of decisions made in that manner, and is not consistent with the rt
law and good governance. The first challenge is that of revisiting and addressing the relations
between national and region&lldsveand regulations. The second challenge is that of ensuring that
mechanisms for speedy amendments of national laws and regulations are put in place.

3.4.5 Capacity Constraints

92. The mandate of the Secretariat has expanded overtime withoumnga@xpspsiah of its

capacity in terms of professional cadre of staff, thus overstretching the capacities of such staff.
situation has had implications on efficiency and effectiveness of service delivery that is requirec
administration and impleta@tion. In many areas, the Secretariat is thin on the ground with
departments understaffed (sometimes with one person). Along with the deficiency in staff numbers
optimal utilization of existing staff to cope with the expanding mandatedsirgsséa.bEhe

current job descriptions are inadequate in that they do not articulate key results areas and perform
targets. Capacity needs of the EAC Secretariat and the implications on division of responsibil
between EAC and national impldéimerdad follewp have not been addressed in the light of the
expanded mandate.

3.4.6 Statistics and Information

93.  Statistics and information sharing is extremely important in planning, implementation a
monitoring and evaluation to execute Couwsioislethe issue of mechanisms for sharing and
disseminating statistics and information was not adequately addressed in the first and second |
Development Strategies. Although Council set up a Statistics and Information Exchange Comm
responsible foraking recommendations on planning and implementing the production of statistics, t
profile of this function and the thin provision of resources have rendered it less effective in relation
critical role.
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3.4.7 Budgetary Constraints

94. Over the & 5 years, Partners States contributions on average have been able to finance
about 60percent of the requirements of the Community. In 2002/03, the approved budget was 67pe
of the original EAC estimates. It declined to 62percent in 2003/04, BXpEaterdand 42percent

in 2005/G6In addition, on many occasions, Partner States have not remitted in time their approv
contributions, thus delaying the implementation of Community Programmes and Projects. In the ¢
where donor funding is iedplprocurement processes and procedures have often been unduly
complex and time consuming.

95. The issue of budgetary constraints facing the EAC and timely access to budgetary resour:
has not been addressed adequately in the light of the growirfigimea@datmonity. It is essential

that EAC Secretariat and Partner States explore alternative mechanisms of financing the Comm
(the budget of the Secretariat, and the budget for financing EAC programmes and projects).

3.5 SWOT Analysis for East Afridategration

96. Figure 2 below is a summary of strengths and weaknesses as well as opportunities and thre
of East African integration over the next five years, along with recommended strategic consideratiot

Figure 2: A SWOT Analysis of the EasiAftidegration.

Strengths Recommended Strategic areas

1 Growing political commitme| § There is need to consolidate political commitment ¢
and relative political stability stability by promoting participation of the citizenry il

integation process.

Efforts to utilise these institutions and organs effecl

move the pace of integration should be made by E/

1 Rich endowment of natural 1 The strategy must come up with interventions that |
resources and conducive efficient use of the natural resources to improve the
climate and rich cultural her] ~ P€ingof East Africans. N _

1 The strategy must make use of positive experience

1 Prior experience in regional avoid past mistakes in promoting integration.
integration and cooperation{ § The large population provides a large market for th

This strategy should target building a regional ecor]

takes advantagéthe large regional market.

1 A relatively educated and 1 Better and appropriate interventions are needed to
trained human resource bas full and efficient utilisation of the human resource b

region in the integration process.

1 Established and functional q
organs and institutions

71 Larger population

6 Figures obtained from a Report on fAFinancing of
presented to a high leketreat for ministers, EALA members, EACJ Judges, permanent secretaries and
Community staff.
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Weaknesses

Recommended Strategic Areas

Relatively young and
fragile democracies.

Inadequately
operationalised regioni
shared vision

Less than harmonised
national with regional
policies and plans, law
and regulations.

Poor and unbalanced
infrastructure

Weak national currenc
and financial systems.

Limitediiancial
resources and budgete
constraints

Inadequate involvemel
of key stakeholders
especially the grasst
stakeholders.

Limited institutional
capacities

Low implementation ra
of decisions made

Weak folloup and M &
E mechanisms.

In all asprs of the strategy, and other regional init
efforts to Create and promote democratic instituti
values must be pursued.

There is need to formulate and operationalise a r¢
shared lorigrm development vision and mission.
The strategyust include the need to complete
harmonisation of national with regional policies, |4
regulations.

In order to bring balanced and equitable developr
strategy must target Improvement and equitable
distribution of economic and social irtineestruc
Part of the strategies towards establishing monet;
should be a Design of interventions to address th|
national currencies and harmonise financial syste
Past strategies faced serious financial constraintg
hence implementation \ateer low. It is therefore
crucial to design workable and effective interventi
mobilise financial resources needed for an effecti
integration.
There is need to promote effective and broad bas
participation of people, particularly theogtass
stakeholders in all matters related to the integrati
process.
The strategy must identify and address shortcom
institutional capacity that holds back the integrati
process.
The strategy must Identify and address factors th
the implemenitait of approved decisions.
A well formulated M & E framework, which among
things includes an accountability mechanism, shg
part of this strategic framework.
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Opportunities

Recommended Strategic Areas

Supportive global initiative
includiniDGs, NEPAD,
WTO etc.

Interests of prospective
Partner States.

Supportive mdéteral and
bHateral development
partners

Avalilability of several reqgit
blocs e.g. COMESA, SAD
EU, NAFTA etc. to collabc
and cooperative with.

Large market aedonomies
of scale

The EAC should make use of global initiatives to des
appropriate interventions and to mobilise resources ¢
expand markets for East African goods and services|
The strategy should consider the prospects of enlarg
community take advantage of new markets and assu
regional political stability and social harmony.

Efforts to build and promote best relations with supp(
multiateral andateral development partners to sourg
financial resources and create a conducvenasvt for
integrating EAC into other regional and world trade &
financial institution.

The strategy should include promoting cooperation W
regional blocs to spearhead beneficial changes in glq
matters that affect the region.

There must lveom within the strategy to think beyond
boundaries of EAC and include interventions that wo
the region to make use of potential larger markets an
economies of scale in Eastern, Southern and Centra

Threats

Recommended StrategieAs

Differentials in the econon
of the
Partner States

Weak competitive global
positioning

Competing regional blocs
multiplicity of membership,

Linkage and interpretation
development and
democratization

Global warming and
environental degradation

Brain drain

Terrorism

The strategy should address differentials in the econon|
Partner States to remove fears and concerns about the
of the community.

The strategy must consider ways of making Partner St:
negotiatesaEAC if they are to strengthen their position il
global competitive environment.

There is need to rationalize, harmonise and possibly re
multiplicity of membership to other regional blocs.
Efforts to create a common approach and understandir
development and democratisation processes are need:s
There is need to design and implement strategies to sy
minimise the impacts of global warming and environme
degradation.

Interventions are needed to create more attractive ecol
socidand political incentives to substantially reduce bra
particularly of the most needed professionals especially
science and technology area.

The EAC should collaborate with relevant international
institutions to contain terrorism.

2¢
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97. Expeence with the past integration initiatives in East Africa has shown that the region he
strength in the rising level of political commitment and relative political stability in the region,
establishment of the key organs and institutions of théy aghmchuare now functioning, the
richness of natural resources and diversity of climatic conditions and agronomic zones in the regiol
rich cultural heritage, the prior experience in economic integration and the larger population and |
market calucive to tapping economies of scale. These are positive environmental factors for effec
integration and the Third EAC Development Strategy will capitalise on these strengths.

98. Integration efforts this far have also revealed weaknesses thtd el atelrdssed in

order for this development strategy to succeed. The most notable among these are: relatively y:
and fragile democracies, inadequate involvement of key stakeholders (especially the grassrot
inadequately operationalised regaivaiy vision, less thantialignonised national and regional
policies and plans as well as laws and regulations, weak national currencies and financial systems,
pace of implementation of decisions made at the regional level, poor andfrasbalenced in

limited financial resources and budgetary constraints, and limited institutional capacities, inclu
followup and monitoring and evaluation mechanisms.

99. However, opportunities that can be tapped in the integration efforts over éixistphase d
These include supportive global initiatives notably New Partnership for African Development (NEF
endorsement and commitment to Millennium Development Goals (MDGSs), positive decisions by th
in terms of scaling up official developméeaness$m the poor countries following the adoption of the
Blair Commission Report and special provisions in WTO. The larger and growing market in the reg
a good opportunity for investments and trade and the availability of several reficasl blocs su
COMESA, SADC, European Union (EU), North American Free Trade Area (NAFTA), MERCOSUF
ASEAN are an opportunity for collaboration and cooperation as well as drawing useful lessons fror
experience of these blocs.

100. There are threats as well tilaneed to be guarded against such as increasing differentials
within and between the economies of the region, weak global competitive position, competing reg
blocs (especially multiple membership), global warming and environmental déwgibetagen, the ¢

of brain drain from the region and the threat of terrorism (real or perceived).
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4.0 STRATEGIC DIRECTIGN® PRIORITY INTERVEON AREAS

101. This Strategy represents a general roadmap of the EAC agenda in the next 5 years. It will f
the main basfrom which projects and programmes can be derived. The formulatidSof the EAC
(200€2010) is guided by developments at three levels: the world economy, the regional economy
the national economies. The developments at these three levetztare basisipor articulation

of the principles, which have guided the formulation of this Strategy.

102. The EAC Treaty as an essentially sequential E.A integration treaty, starting with a Custo
Union and moving on to a Common Market then a Monegawy fuhailyna Political Federation has

areas of cooperation covering a complete sectoral spectrum. This has been taken into account a
the EAC Development Strategy Implementation Matrix (Annex 1).

103. Since the #eirth of East African Cooperati®@9®, a large number of documents and
reports have been produced and published. All such reports including the Repertmof the Mid
Review of the EAC Development Strategy@081have been dialectically analysed in the process

of development oEthkirategy. In addition, all EAC Council decisions, especially decisions yet to b
implemented, have been sourced and taken into account in the course of formulating this strategy.

104. This strategy is, however, largely based on views and submissicarsdéoileeteived

from a diversity of selected East African stakeholders, including political-teakiers, potity

servants, private sector, civil society, EAC staff, and EAC institutions, on historical as well as cu
and perceived futurdities in East African cooperation.

4.1 Strategic Considerations

105. Challenges and strategic issues that have been considered in formulating the third E/
Development Strategy and identifying areas for priority intervention include:

i. Globalisation anteimsification of competition in the global markets and the need to use
regional integration as a means to ensure inclusion in the globalisation process ar
achieve strategic positioning in the global economy.

il. The emergence of other regional economgubloas EU, NAFTA, ASEAN/AFTEC,
SADC, COMESA as one response to the challenges posed by globalisation.

iii. Link between regional and national plans and long term visions and their implication of 1
Strategy.

V. Strengthening ingexctoral linkages acrosst Bérica.

V. Realism in terms of mapping priority objectives/ interventions, setting the timeframe f
various activities and proper sequencing of activities.

3(
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Vi.

Vil.

viii.

Xi.

Xii.

Xiii.

Xiv.

XV.

Publicising and marketing the community to the people of East Africa and the rest of t
world Poviding for greater involvement of the key stakeholders (such as private sector
civil society, youth, and women).

Effective implementation of agreed policies and programmes to deliver tangible servic
and benefitsProviding an effective institutiorethanism for overseeing over
implementation of agreed initiatives including an effective M & E mechanism based
timely and reliable informandrstatistics.

Mainstreaming gender in all strategic interventions.

Ensuring sustainability of the Cotyymuni

Empowering the citizens of East Africa to be full involved and to develop the capacity
benefit from the Community quithble sharing of benefits of the integration process
coupled with willingness to sacrifice by all stakeholders;

Investment the peoples of East Africa through a human resource development strategy,
taking into account strategies to mitigate the effects and likely impacts of HIV/AIDS.

Enlargement of the Community as provided in the Treaty and based on benchmarks a
the procesof accession are provided in Annex 3.

Developing areas of common economic interests.

Strengthening and enhancinglinkeges among the organs and institutions of the
community |azifying and harmonising the roles of each organ of the @odthmunity
strengthening and empowerment of all EAC organs and institutions.

Peace and security in the region.

4.2 Criteria for Prioritisation

106.
were used to guide pirEation:

Strategic interventions were identified guided by the need to prioritize. The following crite

Ongoing projects and programtiesmplementation of the 2nd EAC Development Strategy
dwelt considerably on designs of projects and programmes. The 3rd Development Strate
(20062010) therefore gives high priority to the implementagomgfpmjects and
programmes;

Key elements and prerequisite for the establishment of Customs Union, Common Mark
Monetary Union and Political Federation;

Stakeholder involvement, including private sector being the engine of growth;

Multiplier effsctvithin sectors and sectoral linkages with strategic interventions cutting acros
sectors and across countries in the region;
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v. Regionalisinpromoting activities which give maximum contribution to achieving the goals an.
objectives of the EAC and layumgldtons for formulating a regional growth and poverty
reduction strategy which is consistent with the regional vision for integration;

vi. Areas of common economic interest for the Partners States.

4.3 Key Pillars of East African Integration

107. Considerindpe lessons and experience from implementation of the second EAC Developmel
Strategy and taking into account developments during the last five years, the scope and purpose ¢
EAC Development Strategy fori 228@B) aims to deepen and acceleratéetiration process. In

practical terms, this will mean that the third EAC Development Strategy will focus on consolidatin
implementation of the Customs Union, concluding the Common Market Protocol and laying
foundation for the attainment ofaihietdrly Union and the Political Federation. The Strategy will also
emphasise tlievelopment of supply capafotidbe region to benefit from increasetaroess
investment and trade and promote investuppbiting infrastructSextoral prides will seek to

maximise mutual benefits from the available limited resources focusing on activities that are amel
to regional integration. Gender mainstreaming will be ensured in all strategic interventions in
strategy. The strategic inteorenare outlined below, each with a development objective and a set of
strategic interventions that are needed to achieve the objectives.

4.3.1 Cooperation in Political Matters, Defence and Security

108. Article 123 provides for the establishment of afooemnoand security policy by defining

and implementing common foreign and security programmes. The main objectives of a common fo
and security policy are to safeguard the common values, fundamental interests and independent
the Community.

109. UnderArticle 124 of the Treaty the Partner States undertake to promote and maintain goc
neighborliness as a basis for promoting peace and security within the Community by evolving polic
regional disaster management, harmonising training opetdatiomarfagegment of refugees;
cooperate in the handling of cross border crime, provision of mutual assistance in criminal ma
including arrest and repatriation of fugitive offenders and the exchange of information on nati
mechanisms for combatingnadiactivities.

110. Article 125 of the Treaty, further, provides for cooperation in defence affairs in order to pron
peace, security and stability within, and good neighbourliness among the Partner States. -
Memorandum of Understanding (MOU) ontiooopeiefence signed in 2001 by the Heads of
States provides for cooperation in training, joint operations, and technical assistance as well as s
and culture activities to enhance cooperation among the Partner States Armed Forces. This MC
curretly under review for upgrading to a protocol.

111. EAC Protocol on Early warning is under negotiation, framework for disaster management

preparedness, a strategy feteardrism are all under negotiation. The meetings of the EAC Chiefs of

Police have be institutionalised to facilitate speedy policy making and implementation in the sectt
3z
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There is also enhancedperation pblice and customs authorities in combating illegal cross border
crime.

Development Objective:
1 Goodeighbourlineas a basifor establishing peace and security in the region is promoted and
maintained.

Strategic Interventions:

I Develop a regional mechanism for common foreign policy coordination;

il. Establish a regional mechanism for early warning and disaster preparedness;

iii.  Estabish of a regional mechanism for conflict management and resolution;

iv.  Establish measures to combat proliferation of lllicit Small Arms and Light Weapons;

V. Establish joint measures to control terrorism;

vi. Establish a mechanism to enhance the exchange lahgiligeace, joint operations and
patrols between Partner States;

vii.  Establish a regional framework for good governance and anticorruption;

viii. Elevate the MoU on Defence to a Protocol;

ix.  Finalise and sign a MOU on EAC Police Cooperation;

X. Harmonise Policertniag, and grades.

4.3.2 Completion of the Implementation of the Customs Union Protocol

112. The EAC Customs Union, which came into efféahoary 2005, is being overseen by the
Customs and Trade Directorate, but implementation is being done bgvespedivthorities

through a decentralised structure. To facilitate consolidation and smooth operation of the Cust
Union interventions will continue to focus on promoting policy harmonization and policy converg
(macroeconomic policies, fiscalegginvestment incentives, exchange rates, interest rates, etc.).

113. Consolidation of the Customs Union will ensure that investment are harmonised, transpar:
enacted into law and are available to all enterprises on the same terms. The Ratiopt Gtates w
common code of conduct for investment incentives and company income taxation. The Partner S
will harmonise the process of moving away from discretionary tax exemptions towards transparer
and investment laws. The Partner Statesmdaliibe the revenue systems, custom administration
and customs procedures with a view to realising the full benefits of the Customs Union. Initiative:
also be taken to address the issue of multiple memberships to other regional blocs and for EA
negotiate and bloc with other regional groupings and in international fora. To facilitate the smc
operation of the Custom Union a number of steps have to be taken.

Development Objective:
1 EAC Customs Union fully implemented.

Strategic Interventions:
I. Impement regional customs procedures;
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il. Build the capacity of relevant institutions/ individuals managing the implementation al
monitoring of the Customs Union;

iii.  Publicise and disseminate information about the Customs Union,;

iv.  Rationalise multiple membershipgional organisations and negotiate as a bloc;

V. Finalise setting regional standards;

vi.  Centralise customs collection at the first point of entry;

vii. Amend E.A. Customs Union Protocol where and when necessary;

viii. Establish E.A. Customs Authority.

4.3.3 Establisiment of the East African Common Market

114. The EAC Treaty provides for commencement of negotiations on the Common Market as s
as the Protocol of the Customs Union is concluded. Having signed the Customs Uriibn Protocol o
March 2004 (which came intct @ified January 2005), the next priority is to start negotiating the
EAC Common Market Protocol. The Common Market entails free movement of persons, lab
services, goods and the right of establishment. A single market with about 100 midietch consumers
with no internal frontiers, will be the catalyst for the economic growth of East Africa. Key componeit
the Common Market are already underway and further progress is imminent. Macroecono
convergence is another critical component for theicBasCémmon Market that should be
implemented through a sound institutional structure and framework.

115. One significant challenge for the smooth operation of the East African Common Market wil
the need to share sovereignty, at regional levaebstes plipolicy harmonization, common planning,
and taxation.

116. Additionally, the EA common market challenges of trade imbalances (partially and currel
addressed through the Principle of Asymmetry with respect to the EA Customs Union) as wel
dispaties in levels of development will need to be squarely addressed. For this reason, deepening
accelerating integration will call for a reviewed and operationalised Strategy for Managemen
Distribution of Costs and Benefits of the East AfricaiM@daimon

Development Objective:
1 Achieved free movement of people, capital, labour, services and right of establishment
residence.

Strategic Interventions:

I. Conclude the Common Market Protocol or Act;

il. Harmonise labour policies and legislation;

iii.  Harmonisprocedures for issuance of entry/work permits;
iv.  Harmonise investment incentives;

V. Issue IDs in Uganda and Tanzania;

vi. Internationalise the East African passport;

vii.  Establish East African Examination Certification Council;
viii. Harmonise and rationalise East Adndgpolicies;
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ix. Review and operationalise the strategy for management of distribution of costs and benefit
the EA Common Market.

4.3.4 Laying the Foundation for the East African Monetary Union

117. Monetary integration will require the Partner Statessitoilaavand convergent macro
economic policies. Substantial ground has already been covered in harmonising monetary and f
policy within the East African Community (EAC). In addition to achieving convergence in economit
financial structures,tRar States will also require an institutional and legal framework for monitoring
progress in monetary integration and formation of the Monetary Union.
Development Objective:
1 A foundation is laid for the EA Monetary Union and for a single cufiesricaety inepédce

in the next phase (2Q015).

Strategic Interventions:

I Strengthen and integrate banking and financial systems, regulations, laws and procedures;
il. Strengthen and integrate the payments systems;

iii. Remove all capital controls;

iv. Harmonise gistical frameworks used in convergence criteria;

V. Transform the Monetary Affairs Committee (MAC) into a Transitional Monetary Authority, w|
would be a supreme body responsible for monetary policy formulation and implementation;

Vi. Set up an independent Bdiscan Monetary Institute to undertake not only the technical work

before establishment of an East African Central Bank but also surveillance of the converge
criteria. The East African Monetary Institute will initially report to MAC aparthiereafter re
the Transitional Monetary Authority. The East African Monetary Institute should be mandatec

a. Conduct studies on the appropriate EAC exchange rate mechanism in the transition to
monetary union, so as to establish bilateral paritiesnfortbatianetary Union,thad
value of f the new common currency for the region;

b. Conduct research on the costs of a monetary union in the EAC, and advice on appropriate
mitigating and compensation mechanisms;

c. Set up overall policy coordinaimework to oversee reviews of the convergence criteria, set
up benchmarks and monitor performance during the transition to a monetary union; and

d. Undertake the technical and legal preparations for the establishment of a common central be
and the introdag a common currency

Vii. Enact appropriate legislations in the Partner States to facilitate the operations of the E:
African Central Bank.

4.3.5 Laying the Foundation for Establishing an East African Federation

118. Effective economic and social irdagsatiesired by the people of East Africa. Establishing a
central political authority will further strengthen this integration and consolidate the benefits sc
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achieved. The idea of transforming East Africa into a political federation ne=dsritrdx goabpl

private sector driven, hence the need for sensitisation, consultation, and effective participation o
people of East Afrieae o prvieves @red consensus will provide a sound foundation for the sustainable
political federation.

Develoment Objective:
1 A foundation is laid through establishment of relevant regional structures for an East Afric
Political Federation.

Strategic Interventions:

I.  Involve fully the people of East Africa, by designing and implementing an Information, Educa
and Communication (IEC) Strategy;

ii. ldentify E.A values and interests for unification of East Africans;

iii. Formulate an EA Foreign Policy;

iv. Transform the Regional Court into a Court of Appeal;

v. Transform EALA into a Regional Parliament with Regional Gonstituencie

vi. Complete the process of consultations on fast tracking the Federation.

4.4  CrossCutting Priority Intervention Areas

4.4.1 MacreEconomic Convergence

119. In order to achieve and maintain-etacromic stability, the Partner States need to converge
and hemonise on their macroeconomic frameworks and policies implemented through a sou
institutional structure and frameswuack. the Partner States are to be useédsthe | difong bl o
the East African economic union, current and planned redoiomanteirategies of all the current

the Partner States have been taken into account in the evolution of this strategy. However, it shou
noted, that none of the current national economic strategies have explicitly been guided by the m.
economiconvergence criteria agreed to apply across East Africa over the implementation period (2
T 2005) of the second East African Development Strategy. Therefore, in order to actually integrate
the next five year period, a major paradigm chandgerwittimmal economic strategies to be
constructed under the -aveln of agreed East African reaor@mmic convergence parameters.

Development Objective:
1 Macreeconomic convergence achieved for the smooth operation of the EAC Common Mark
operationsnd subsequently a Monetary Union.

Strategic Interventions:

I Accelerate harmonization of fiscal policies;

ii.  Accelerate harmonization of monetary policies;

iii.  Accelerate harmonization of exchange rate policies;

iv.  Accelerate harmonization of budgetary procegaatetnes;

v.  Complete liberalization of capital controls in the Partner States;
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vi. Establish mechanisms for monitoring and management of foreign exchange flows associa
with a liberalised capital market;
vii.  Design and implement an M&E Mechanism for the-Edoivexic Convergence.

4.4.2 Capital Markets Development

120. In September 2004 the Council of Ministers passed a policy on the participation of Ec
Africans in capital markets investments. The policy requires that all the Partner States to treat
Afrians as domestic investors in the allocation of new Initial Public Offices (IPOs).

121. This is yet to be implemented. Tanzania and Kenya lag behind Uganda on the implementa
of this policy. Capital account liberalisation has been achieved in Keiga bahchatgen
Tanzania

122. For East Africans to be treated as domestic investors in-sthtesmbeunld require not

only full liberalization of capital accounts by all Partner States, but also harmonisation of various
rates related to capital msrk€here will also be need to harmonise the proportions reserved for local
investors in any IPO. Currently, only 25percent of any IPO is reserved for Kenyans compare
40percent in Tanzania. Along with this, tax rates for foreign investorarketsapiaé to be
harmonised. As of now, Tanzania, unlike Kenya, does not have tax discrimination for foreigners.

123. Due to constraints outlined abovepordss listings are unlikely to spur the regional market
integration of Capital markets ikatptdi be realised soon.

Development Objective:
1 Capital Markets fully liberalised.

Strategic Interventions:

I. Establish an East African Securities Institute to train East Africans on Capital Markets;

il. Develop and harmonise various laws in the regemtinaater for the regional securities
market;

iii. Prepare a consolidated regional regulatory framework that interfaces appropriately with nati
regulatory environment Formulate a regional policy framework on the operationalisation c
regional sectieis market;

iv.  Develop a regional capital market in East Africa;

V. Establish a regional stock exchange that creates value and synergy to national and regional |
stakeholders.

4.4.3 Development of Lake Victoria and its Basin

124. With the signing of the Pobtac the establishment of the Lake Victoria Commission, priority
will be accorded to its implementation guided by the objective of enhancing the supply capacity i
region, through development of Lake Victoria as a shared natural resource.
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DevelopmerDbjective:
1 Promoted sustainable development of Lake Victoria Basin livelihoods.

Strategic Interventions:
i.  Implement the Vision and Strategy Framework for LVBC which has already been developed
focus on:
a.  Production and Income Generation
b. Environment édMNatural Resource Management
C. Governance, Institutional Arrangements and Policies
d. Relationships and Working Mechanism with Other Stakeholders in the Lake Victoria Basi
ii. Enact the Lake Victoria Transport Bill and Implement the resultant Act;
lii. Review Partrgdip Agreement and its implementation thereof.

4.4.4 Science and Technology

125. Science and technology are a key driver-e¢@oainic development and the achievements

of most of the objectives of the EAC Common Market Agenda maybe facilitateghdy scientif
technological solutions. Technological innovation is a key factor in the development a
competitiveness of the regional economies, which leads to wealth creation and the improvemel
living standards. Most of the challenges such as fooelsegyrityater, transport, communications
infrastructure and human resource development will require scientific and technological soluti
National systems of innovation will be strengthened and developed within the regional framewo
form a regiongjistem of innovation.

Development Objective:
1 Developed and strengthened national and regional systems of innovations in order to dr
sustainable so@oonomic development and rapid achievements of the goals of EAC.

Strategic Interventions:

I. Develop led instruments and establish an institutional framework for regional cooperation i
Science & Technology;

ii. Formulate a Regional Science & Technology Policy;

iii. Encourage regional collaboration and networking on research and technology development;

iv. ldentify ahsupport centres of excellence in the region.

v. Establish a dynamic E.A. Science and Technology Council;

vi. Establish an East African Science and Technology Institute;

vii. Review former EAC research institute®{pomalisation as E.A. institutions.

4.45 Human Resource Development

126. Human resource development contributes to raising the level of productivity and reductior
poverty, through developing and utilizing human capabilities. It improves the availability of ski
flexible, productive and efficienman r esources, and contributes
economic growth, deeper integration and competitiveness in the global economy.
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Development Objective:
1 Developed and sustained human capabilities.

Strategic Interventions:

I. Establish ctnes of specialization and excellence for the training on priority human resource
development including harmonising vocational training;

Ii. Coordinate and harmonise EAC positions on international commitments in the area of hun
resource development;

iii.  Harmones policies for employment creation and productivity improvement with a view t
enhance absorptive capacity of labour and reduce brain drain in the region;

iv.  Develop an East African human resource development and utilization strategy.

4.4.6 Combating HIV drAIDS Pandemic

127. HIV and AIDS continue to pose a serious threat to sustainable development in the region, :
its integration agenda. The levels of prevalence and the incidence of HIV and AIDS are still high, in
of the various measures that havepbeenplace to address the epidemic. This calls for a radical
scaling up of innovative responses at the regional level. The focus should be on the prevention of
and AIDS, care and the mitigation of its impact in order to ensure sustainabtgpimeman devel
within Partner States.

Development Objective:
1 Reduced incidence of HIV and AIDS infection anédtsnsmaio impact in the region.

Strategic Interventions:

I Develop an EAC HIV and AIDS Policy and Strategy;

il. Coordinate and harmonise the devetopmgolicies and strategies in major intervention
areas;

iii.  Develop and strengthen capacity to undertake the mainstreaming of HIV and AIDS in all sec
and at all levels in East Africa, and create the skills needed for the integration of HIV and AID
all projects and programmes;

iv. Develop guidelines and exchange of best practices in major intervention areas such
mainstreaming of HIV and AIDS, Prevention of Mother to Child Transmission (PMTCT), sup
to orphans, home based care and treatment;

v.  Coordiate and facilitate the monitoring of regional and global commitments for HIV and AILC
and related indicators, and publish regular reviews for EAC as a whole to supplement t
monitoring undertaken at Partner States level,;

vi.  Mainstream HIV and AIDS intaithieuta of both primary and secondary schools across the
whole of East Africa;

vii. Promote crof®rder interventions on prevention, care and support;

viii. Allocate more resources at the regional level to HIV and AIDS Programmes;

ix. Undertake impact studies of ttIVAEDS pandemic on key sectors in the region.
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X. Mainstreaming HIV/AIDS among universities and other higher institutions of learning a
undertake a critical analysis of information gaps on HIV/Aids in the institutions of higher lear
with a view to lolinlg a holistic database includinguplisevvices and staff/student attitude
towards the epidemic, infected and affected.

4.4.7 Promoting Participation, Publicity and Marketing

128. The experiences in regional integration incorporate the applieatmmogslethof
"SubsidiarityThis principle emphasises the importance of participation and involvement of a wic
range of stakeholders in the process of integration. This implies that all actors in the region wil
availed space to influence develtspinghe regional integration process and highlight sensitivity to
the interests of various groups. In order to promote the role of the key stakeholders in regic
integration it is important that various associations, networks and strategiestdilaistesiaand
modalities of collaboration and participation are designed to enable the various actors to exche
information and organise their participation in shaping the integration process. The Treaty establi
the EAC recognises the cribleadf integrating the key stakeholders such as the civil society, women,
youth and the private sector in the development agenda of the Community with the intensior
empowering effective participation of the citizenry in matters of economicrdkcetapimgat a
conducive environment for effective participation. In order for participation to take root and be effe
there is need to raise the public awareness of the EAC and address the entrenched national sovere
and to gradually cultivateease of East Africanness. This aspect will be addressed through an
appropriately packaged publicity and marketing strategy of the EAC among the key stakeholt
especially the grassroots.

Development Objective:
1 Promoted patrticipation of the citizezindifig civil society, women, youth and the private
sector) and having them fully aware of the East African Community affairs.

Strategic Interventions:

I Formulate and implement the Information, Education and Communication (IEC) strategy;

il. Implement the\rrie Sector Development Strategy (PSDS);

iii.  Institutionalise the participation of civil society, women and private sector associations at nati
and regional consultations;

iv.  Launch effective public awareness and marketing campaigns about EAC emdrit$ objectiv
activities. In the process, involve the civil society, women, youth and the private sector
publicity and promotion of Community affairs;

V. Facilitate the creation and/or development of the capacities of EAC chambers, East Afric
Business Courmild othernemt at e actor s6 associati ons.

4.4.8 Relations with Other Regional and International Organisations

129. The EAC Treaty has taken cognisance of existing regional cooperation agreements a
arrangements binding the Partner States. These includantiénidh (AU) and NEPAD, and
regional groupings such as the Common Market for Eastern and Southern Africa (COMESA),
Southern African Development Community (SADCGaoweinteental Authority on Development
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(IGAD). These regional groupings d&nmghg about faster economic development within their
respective regions. This is in line with the spirit of the Lagos Plan of Action and the Abuja Treaty, \
see regional groupings as building blocks of the African Economic Community.

130. EAC with thedarger initiatives, the Partner States subscribe to the principles of "variable
geometry". In this regard, the principle accommodates fast tracking in implementation of various as
of cooperation envisaged under the larger integrationi sthemedsed is the comparative
advantage for EAC.

131. The key Strategy will be to ensure coordination and flexibility across different levels
cooperation. The East African Community will, therefore, for purposes of bringing about faster ecor
development Africa, be in complementarity with other regional groupings, thus minimising, throug
Cooperation Agreement with COMESA and SADC, potentially harmful effects of multiple members|
the Partner States therein. However, with the deepening of arggiadioceshwill have to be

faced and rationalisation effected.

132. At the global level, the economic challenges facing EAC include the process and effects
globalisation, which encompasses, among others, financial, trade and technological forces. The ag
of the World Trade Organisation (WTO), the Cotonou Agreement between the EU and ACP cour
(EPAs) as wel |l as the USAd6s Africa Growth
challenges and opportunities for EAC. Due consideratiovewitb itbegdevelopments in the
international arena, where global multilateralism is bound to affect the patterns of trade, productior
investment of members of the regional groupings. EAC Partner States will continue to view
regional integratiomaamgements as giving them a range of opportunities to liberalise their economie
and avoid marginalisation. While coordinating with other regional cooperation arrangements in Afr
very important, EAC will help Partner States to achieve enhatitbeshessnpegionally and
globally.

Development Objective:
1 Strengthened relations with other regional and international organisations with a view
enhancing the competitiveness of EAC Partner States.

Strategic Interventions:

I Register the EAC Custoniesridmith WTO and WCO;

il. Enhance negotiation capacities on global issues;

iii.  Ensure EAC negotiates as a regional bloc;

iv.  Rationalise multiple membership in regional organisations;

V. Negotiate and conclude cooperation agreements with COMESA and SADC;
vi.  Enhance jointrpiaipation in NEPAD Activities.

4.5 Sectoral Priority Intervention

133. Growth and poverty reduction strategies will have ramifications at the sectoral level. This c

for greater focus on measures that spur investments in growth and competijiredassvef t
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sectors (agriculture, industry, and tourism). Productive sectors are also a basis for the livelihood ¢
people in the region, and they directly address the problem of low productivity (thus reducing inc
poverty), unemployment and iftsmturity in the region. The strategy is to design economic
integration as an intermediate step towards global integration with firms progressing from natio
competitive to regionally competitive and ultimately becoming globally compétéses grlayers. T
gains to be derived from transforming economic structures and taking advantage of the larger reg
market. The regional market provides the opportunity for firms to engage in higher degree
specialization in their investments and production.

4.5.1 Agriculture and Food Security

134. The regional Strategy of enhancing supply capacities in agriculture will entail identifying h
value agricultural sdgators for which the region has comparative advantage and capitalise on
investments that canlifate the shift from comparative to competitive advantages by facilitating
transformation up the value chain. Effort will be placed on identifying activities which are m
amenable to regional cooperation such as agricultural research on similaoregoseed
multiplication and distribution, livestock multiplication and distribution, plant and animal diseases cc
irrigation and water catchments management and developing mechanisms of information exche
about the status of food secuitiity region.
Development Objective:
1 Promoted value addition, productivity and competitive agricultural supplies to realise cross bo
trade for sustainable food security.

Strategic Interventions:

I Implement the EA Agricultural and Rural Developmant FRiliategy that have already
been developed,;

il. Finalise the establishment of the East African System of Early Warning to monitor food shorta

iii.  Ensure application of the Sanitary anddttgrny measures in place;

iv.  Harmonise remaining regional pakgakations, and standards/SPS;

v.  Strengthen Partner State Agriculture/Livestock institutions, farmer associations, traders ¢
processors associations;

vi.  Undertake joint activities on regional basis such as seed multiplication and distribution, plant
animal diseases control, irrigation and others;

vii. Promote joint negotiations on agriculture issues at regional and international level,

viii. Implement the project on control dbdamary animal diseases;
ix. Promote joint research in the agricultural seat@singodidferent agronomic zones in the
region;

X. Prepare alternative strategies for helping pastoralists to diversify their developmental activitie:

4.5.2 Industry

135. At the time when the economies of East and South East Asia were positioning themselve:
exploit the opportunities stemming from globalisation, East Africa remained behind, lecked into a r
south pattern of trade, inward looking, heavily dependent on exports of -pracessbedemi
materials and import substitution that was slowdoncpesite/e advantages.
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136. The performance of East Africads industr.i
has been poor relative to other regions. The sector is still dominated by traditional and technolog
simple consumer goods aimiapy commodity exports. Industrial development is instrumental to the
generation and diffusion of technology, which is an important source of dynamism and competitive
in an economy. The neglect of the role of industry amounts to the omissoy didhgeagent

for economic transformation. In this regard, implementation of an E.A Industrialisation Strategy w
given priority.

137. The role of SMEs is important, particularly now that indigenously owned SMEs have star
expanding business istE&frica. SMEs are known for their potential for employment creation and
income generation for the relatively poor. The promotion of these enterprises should be an impo
part of any regional industrial strategy

Development Objective:
1 Promoted balamcand globally competitive Industry in the region.

Strategic Interventions:

I Review and implement the E.A Industrialisation Strategy that has already been developed;

il. Promote production of finished industridbgoegi®nal and export markets;

iii.  Promoténdustrial Research and Development (R&D)

iv. Implement SQMT provisions;

V. Promoteompetitive SMESs as a basis for employment creation and income generation;

vi. Implement Investment Codes and ensure their application by local and foreign investors;

vii.  Promote industrproductiondchieve the goal of an industrialised region in the medium term;

viii. Promote cleaner production through introduction and application of modern and appropriate
technologies.

45.3 Tourism and Wildlife

138. Tourist attractions in the Partneis $tate large extent complement each other. Hence
working together to promote the industry and maximise gains for the Partner States is the agt
principle. The Treaty for the establishment of EAC requires Partoed&tates and to develop

a reginal Strategy for tourism promotion.

Development Objective:
q Maximised benefits from sustainable tourism and wildlife resources.

Strategic Interventions:

I. Market and promote East Africa as a single tourist destination;

il. Operationalise the East AfricanmaurdgWildlife Conservation Agency (EATWCA);

iii.  Implement the criteria for classification of hotels, restaurants, and other tourist facilities;
iv.  Harmonise policies and legislation on wildlife conservation and management;
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v.  Adopt a regional approach to thetjmrotowildlife resources from illegal use and practice;

vi.  Adopt a regional approach for participation in regional and international treaties/agreements
wildlife conservation and management;

vii.  Enhance capacity building in the tourism and wildlife sector.

45.4 Environment and Natural Resources

139. Partner States recognise the need for environmental management and economic utilizatior
natural resources for sustainable development. The aim is to reduce threats to human health
ecosystems, promote sustmiEyelopment, and manage natural resources on a sustainable basis.

Development Objective:
1 Establish sustainable environmental management and economic utilization of natural resourc

Strategic Interventions:

I Implement the Protocol on Environmeataadl Resource Management;

il. Promote joint participation in international treaties and conventions;

iii.  Finalise harmonization of mineral laws and policies;

iv.  Complete the preparation of water vision, mission and comprehensive management strategy;

V. Prepare a comgpensive development strategy for Arid anféiriGefreas including
promotion of irrigation;

vi.  Undertake joint resource management and exploitation;

vii.  Support joint research in dedicated centres of excellence;

viii. Establish an EAC water management institute.

455  Provision of Adequate and Reliable Supporting Infrastructure

140. Bridging the infrastructure gap has the potential for deepening integration through sharing
production, management, and operations of infrastructure facilities, hubs, and demelopment corri
The current state of infrastructure needs urgent improvement to facilitate business and encoul
investment at national and regional level. Strategic regional infrastructure interventions are ke
attracting investment into the region, impropetitigeness, and promoting trade.

4.5.5.1Roads
Development Objective:

1 Improved road connectivity and operations across the region.

Strategic Interventions:

I Complete rehabilitation/construction of prioritised regional roads and institutiamedise mainte
of roads;

il. Continue with the harmonization of traffic laws, including regulations and highway cod
adoption of common definition of classes of roads and route numbering system, vehi
dimensions, a}ted limits, and road transit charges asidp@viaws concerning licensing,
equipment, marking and registration numbers for trade transport within the community;

iii.  Implement the Tripartite Agreement on Road Transport.

Al
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4.5.5.2Civil Aviation
141. Civil aviation plays a critical role in the movereeplepfgpods and services produced

within and outside the region. Emphasis will be placed in harmonising aviation policies in orde
promote safe, reliable, efficient and economically viable civil aviation in the region, to enable this r
of transpopiay an effective role in the regional transport infrastructure.

Development Objective:
1 Maximised benefits of a safe, secure and efficient air transport system in the region.

Strategic Interventions:

I Implement the Search and Rescue Agreement arfd testdbA€ Search and Rescue
Administration;

il. Harmonise and implement civil aviation programmes, projects and regulations;

iii. Establish and operationalise the East African Civil Aviation Safety and Security Oversi
Organisation;

iv.  Establish and operationdiisé&AC Upper Airspace Administrative Centre;

V. Finalise the formulation of a Common Aviation Policy by Partner States;

vi.  Fully liberalise civil aviation activities in East Africa.

4.5.5.3Railway Sutsector
142. Considering the dwindling impacts of the presgmttdtam landscape in East Africa, a

revitalised railway system could bring substantial benefits to the region particularly for the long dis
and bulky transport end of the freight business, there is need to pay special attentionrto the revitaliz
of the railway ssbctor. An efficient railway system can also tap the largely unexploited potential i
passenger transport and minimise the rapid wear and tear of EAC major roads.

Development Objective:
1 Maximised benefits from an efficient raitemy sys

Strategic Interventions:
I Develop and implement the EAC Railways Master Plan;
ii.  Carry through the ongoing railways concession process.

4.5.5.4Maritime Sulector
143. East Africa boasts of the availability of navigable water vadouheesnost proemn

being the Indian Ocean and Lake Victoria. While the ports on the Indian Ocean act as lifelines for |
of the industries and other activities in the region, Lake Victoria plays a critical role in inle
transportation and has the potential fortautisa, and water sports. It is therefore important to
enhance the efficiency of ports, safety of navigation and maritime security in general.

Development Objective:
1 Have in place efficient, safe and secure maritime operations.

Strategic Interventions:
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I Implement the Inland Waterways Transport Agreement;
Ii. Undertake capacity building of Lake Victoria Transport Commission to enable it mana
transport in the Lake.

4.5.5.5Meteorological Services
144. Meteorological services facilitate the efficient opeeatioasightion, ocean and marine

services navigation, coastal shipping, inland waterways transport, and issuing of warnings ags
cyclone and other adverse weather phenomena. Emphasis will be placed on capacity building
harmonization of policiehprovision of meteorological services in the region.

Development Objective:
1 Have in place expanded and upgraded meteorological services in the region.

Strategic Interventions:
I Harmonise policies for the provision of meteorological services;
. Build cpacity in climate analysis, weather forecasting and meteorological observations.

4.5.5.6Information and Communication Technology
145. Information and Communications Technology (ICT) covers telecommunications, pos

services, broadcasting and informatooltgyEAC recognises the importance of ICT in meeting

the challenges posed by globalisation, facilitating the regional integration agenda, and enhancing
socieeconomic development prospects of the region. There is a need to develop an inclusiy
bdanced, and socially equitable information and kbeasdedg®ciety that is founded on
coordinated national strategies to effectively integrate ICT into regional development policies.

Development Objective:
1 Information and Communication Techrielyrgyad into regional development initiatives.

Strategic Interventions:

I Complete implementatidheo€ross Border Connectivity Project;

il. Complete theegional Telecommunication Trunking Project;

iii.  Coordinate and harmonise information and commucicailogyteolicies;
iv.  Facilitate the implementation of the East African Marine Cable.

4.5.5.7Energy
146. In the energy sector emphasis will be to ensure availability of sufficient, reliable, and c

effective energy services which will assist in addrebsoaglehdEAC objectives of attracting
investments, and promoting competitiveness and trade bearing in mind environmental sustainability

Development Objective:
1 Increased accessstdficient, reliabddfordable and environmentally friendly energyirsource
the region.

4¢€

EAC Developmenggigy 20062010



Strategic Interventions:

I Implement the East African Power Supply Master Plan;

il. Promote energy mix system involvirgnearable and renewable energies;

iii.  Implement the extension of gas pipeline from Dar es Salaam to Tanga, Zanagar and Momb

iv.  Promote the existing gas resources for electricity production;

v.  Complete building of oil pipeline from Western Kenya to Kampala;

vi.  Harmonise fossils fuel policies, procedures and regulations;

vii.  Prepare fossils Fuel Master Plan;

viii. Prepare E.A Renewable Endagyer Plan;

ix. Prepare an Integrated Regional Energy Master Plan comprising hydroelectric power, petrole
coal, gas, solar and other renewable sources of energy.

456 Health

147. Improvement in the quality of life and social well being of the peafrleaoti&zestds
very much on the provision, affordability and access to good health services. Improved quality of lif
enable societies in the region to engage fully in the production processes.

Development Objective:
1 Strengthened and expandexboadition in the health sector.

Strategic Interventions:
I Provide crodmrder health services for communicable-eochmomicable diseases;
il. Establish joint medical research and training activities in dedicated centres of excellence;

iii. Take joint actiowsrrds the prevention and control of communicable@ndhuaoitable
diseases and to control pandemics and epidemics of communicabiermeddieehses
such as cholera, malaria, hepatitis and yellow fever-aperate da facilitating mass
imnunization and other public health community campaigns;

iv.  Establish an information exchange systems on communicatdersndnicatble diseases;

V. Harmonise national heptificies (including drug policies) and regulations and promote the
exchange of infotroa on health issues in order to achieve quality health within the Community

vi.  Harmonise pharmaceutical standards;

vii. Execute a study for Introduction of Compulsory Health Insurance across East Africa.

45.7 Education

148. Literacy levels are still very lowagicn that is not conducive to increasing productivity and
coping with competition. Quality of education and training is very instrumental for developing hu
sills that are needed in the world of work and in the world of competition. Thisrpfmiedover t
emphasis will be on harmonisation of E.A education and training system.

Development Objective:
1 A completely harmonised East African education system for enhancement of a productive
creative human resource.
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Strategic Interventions:

I Harmose E.A education systems;

il. Harmonis&.A school curricula for Primary Schools Level and vocational training includin
Integrated Production Skills (IPS);

iii.  Reform and harmonise E.A Secondary School curricula;

iv.  Harmonise primary and secondary schools eraminatio

V. Reestablish an East African Examinations Council;

vi.  Harmonise E.A. certification and accreditation of education and training institutions;

vii. Establish East Africa as a Common Education Area.

4.5.8 Urban Development and Housing

Development objective:
Adieve smooth transition from rural to urban settlements and promote decent housing

Strategic Interventions:
I. Coordinate approaches to urban planrtiogsing ithe region
ii. Adopt best urban planmmbdecerousing practices that can be adgfenwide.

4.5.9 Legal and Judicial Affairs

149. Legal and judicial affairs play a critical role in regional integration as policy decisions have ftc
made within a legal framework. It is therefore important to strengthen cooperation &l legal and ju
affairs so as to facilitate the EAC integration process.

Development Objective:
1 Harmonization and strengthening of legal and judicial system.

Strategic Interventions:

I Harmonise municipal laws in the EAC context;

il. Harmonise legal training and ctaifjca

iii.  Conclude the Protocol on the Extension of the Jurisdiction of the East African Court of Justice
iv.  Enable and enhance clamsler legal practice.

4.6 Institutional Capacity Development of Organs and Institutions of the
Community

150. The Secretaritdgeher with other organs and institutions of the Community namely the

Summit, the Council, EACJ, EALA, IUCEA, EADB, LVFO and LVBC undertake various funct
relating to development of EAC. Their mandates have expanded overtime without any correspor
incr@ase in both human and financial capacities. This situation has had implications on efficiency
effectiveness of service delivery that is required for administration and implementation of projects
programmes of the Community.
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46.1 The EAC Coun®AC Summit

151. The EAC Council, reporting to the EA Summit, is the prime policy organ of the East Afric
Community. Therefore, much of the enabling institutional reforms and empowerment for decis
making, for purposes of deepening and acceleratingaBastedfiration will largely depend on the
decisions of the efficiency of the Council of Ministers.

152. The criteria and procedures which the Secretariat (or any other organ of the EAC) uses
ensure that adequate consultations are undertaken at Bateardenz| for her to act are currently
rather foggy and unwieldy. The current EAC Protocol on Decision Making is brief and applies only 1
Council of Ministers. Adejpth study is needed on the consultative process as a basis for reaching
agreem@t on the criteria, guidelines, agreed formats, and time limits, if the many activities outlinec
this Strategy are to be undertaken within the next five years.

Development Objective:
1 Ensured expeditious and effective dewa&iog on EAC affairs withiew to enabling
deepening and acceleration of East African integration.

Strategic Interventions:

I. Harmonise national with EAC level decision making frameworks and processes;

il. Review the EAC Decisilatking Protocol to enable a much faster-deadisgpprocess at
all levels;

iii. Review the EAC route to deepening E.A integration via Ptosotgheis possible
instruments, e.g. an EAC Act;

iv.  Harmonise public service systems, including public holidays, of the Partner States.

4.6.2 EAC Secretariat

Deelopment Objective:
1 Strengthened capacity and enhanced mandate of the EAC Secretariat.

Strategic Interventions:

I ReStructure and empower the EAC Secretariat to introduce reforms;
il. Identify more reliable sources of funding;

iii.  Offer training to staff;

iv.  Recruiadditional staff;

V. Establish EAC Secretariat Country Offices.

vi.  Build the EAC headquarters;

4.6.3 East Africa Legislative Assembly (EALA)

Development Objective:
1 Strengthened capacity and enhanced mandate of EALA.
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Strategic Interventions:

I Enhance the marelat EALA,

il. Forge stronger linkages between EALA and national parliaments;
iii.  Accord EALA financial autonomy;

iv.  Enlarge EALA in its light of increased mandate;

4.6.4 East Africa Court of Justice (EACJ)

Development Objective:
i An effectively operational EACJ.

Strategic Interventions:

I. Enhance the mandate of the Court to cover
a. Appellate Role
b. Human Rights
c. Common Market Tribunal functions;

il. Grant the EACJ financial autonomy;

iii.  Restructure the EACJ.

4.6.5 Lake Victoria Basin Commission

Development Objective:
1 Estalished an effectively operational LVBC.

Strategic Interventions:

I. Build LVBC Headquarters;

il. Build Capacity of the Secretariat of the Commission;

iii.  Develop a Strategic Plan-2026 for LVBC for 2Q060;

iv.  Work out sustainable financing mechanisms fomilssi@gm

v.  Strengthen LVBC cooperation with other EAC institutions and outreach activities;

vi.  Strengthen cooperation with all stakeholders including Development Partners, other Riparian
States, Private Sector, Civil Society, National, Regional antiQngainisatians.

4.6.6 Lake Victoria Fisheries Organisation (LVFO)

Development Objective:
1 Established an effectively operational LVFO.

Strategic Interventions:

I. Improve the collection, use, storage and transfer of fisheriee@mbrsacimformation
needed for management;

. Harmonise national policies and legislation for fisheries management on Lake Victoria;

iii.  Update LVFO Strategic Vision and Lake Victoria Fisheries Management Plan;

iv. ~ Complete the establishment of an institutional framework farfejemesin
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V. Establish sustainable financing and plans for management institutions;

vi.  Develop capacities of BMUs and Governments for fistesraéggeatent;

vii.  Construct LVFO HQ in Jinja, Uganda;

viii. Establish an M&E System to monitor performance of theandtitapants of management
measures;

iX. Review and/or develop a successor plan to the Lake Victoria Fisheries Management Plan.

4.6.7 East Africa Development Bank (EADB)

Development Objective:
| EADB becomes a truly lead financial institution in Easfernbafnicaublic and private
development finance of EAC projects

Strategic Interventions:

I Review mandates of EADB,;

. Energise Issuance of EADB Corporate Bonds;

iii.  Review and enhance the capital structure of EADB in line with the enhanced mandate;

iv.  Amend EADBarter with respect to the new mandate;

V. Review the institutional structure of EADB;

vi. Rationalise and create a dynamic EADB Equity Fund;

vii. Establish EADB Venture Capital Fund;

viii. Evaluate legal standing of EADB along the lines of-tatexahteitding;

iXx. Review lending powers of the Boare/ighose of Management;

X. Construct effective operational linkages with external resources of lendable funds, including C
Institutions

4.6.8 InterUniversity Council of East Africa (IUCEA)

Development Objective:
1 The IUCEA becomes an effective-antbedicing research and human resource development
institution for East Africa

Strategic Interventions:

I. Harmonise curricula of tertiary Institutions;

il. Introducé Cr e d i tacrobs all Bast Afecandtertidiutions;

ii.  Introduce institutionalidddr e e M&V @ mhie Bast Aftida;

iv.  Create an East African Higher Education Area;

V. Refocus University work on research, especially science and technolpgpgbasison

vi.  Equalization of Tuition Feesdiffenentiation) for all East African students in all E.A Tertiary
Institutions;

vii. Create an East African bursaries pool,

viii. Establish an East African Council for Higher Education;

iXx. Review, revive andegionalise all relevant E.A research institutic@¥ (of EA
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X. Develop a strategic approach for education and training institutions in East Africa, based on
strategic statement to the effedt #hal r anistitutionsgfor human resource development, in
East Africa, should be qualitative and competitinégrbally, viz within East Africa, and
e x t er and reViewéhe EAC conceptual philosophy and practices with reference to EA(
centres of excellence;

xi.  Execute a SWOT and-effsictiveness/efficiency analysis/audit and location of the IUCEA with
respecto EAC Headquarters.

4.7 Development of East African Policies/Laws/Standards

153. The Principle of Sublimity mentioned earlier, can only be operational if there are shar
regional values, policies, strategies, laws, regulations, and practicess Guyearghalliihnot the

case and therefore, for purposes of deepening and accelerating the pace of the integration proc
there will be a need to formulate East African policies, laws and standards.

Development Objective:
1 Formulated East African pglieis and standards needed for a smooth operation.of the EAC

Strategic Interventions:

I Debate and accept the application of the sublimity principle with respect to E.A integration;
il Research and formulate an E.A Policy Framework;

iii.  Execute a Study on Rplas for Harmonization of National Laws and E.A. Regional Laws

iv.  Create an E.A Policy Research Centre;

v.  Create an East African Standards Organisation;

vi.  Harmonise all National Plans and Strategies with EAC Plans and strategies.
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5.0 IMPLEMENTATION ANDODRINATION FRAMEWORK

5.1 Principles of EAC Development Strategy Implementation

154. Taking into account the nature of the levels of economic development in the Partner Ste
implementation of the EAC Development Strate291@0ad! be based on the ofgwinciples:

I. The Principle ABymmetrywhich recognises the need to address differentials and
imbalances in the process of integration;

il. The Principle @bmplementarifywith participation of people in community activities
at all levels and in aew@hge of activities with a view to complementing each other;

iii. The Principle 8tibsidiaritythat emphasises eliel participation of a wide range
of participants in the process of economic integration.

iv. The Principle Mariable Geometnyhich allasvfor progression inoperation
among groups within the Community for wider integration schemes in various fields a
at different speeds;

V. The Principle ofSublimity that will enable harmonization of national
policies/strategies/plans, laws and stawdhraegional counterparts.

5.2 Key Issues for Successful Implementation

155. Effective implementation of the Development Strategy will call for:

1 Far reaching reforms of the EAC organs and institutions;
1 Coalignment of all national strategic strategigarenevith regional strategies and
plans.

156. Formulation of regional policies, laws and standards from which respective national polici
laws and standards will be derived.

157. Convergence of strategic planning in East Africa will be imperative niimakaryomee in
process. Despite provisions for the EAecmammic convergence in tHh&RC Development
Strategy, the Partner States national strategy plans developed over the referern2géQgriod (2001
were not explicitly based on or guided by #te ragrenal macroeconomic framework and the
respective convergence criteria. For the integration pH2BE0J2@0%ill be imperative that all
national plans and strategies be based on agreed regi@tahoracdramework as well as the
regional picies and regional plans for each sector. This is an important precondition for deepeni
and accelerating integration.

158. For this reason, fenciple of Sublimitypamely that: every regional policy, law, regulation,
practice etc shall be at leagfoad as the best of the national policies etc, and further that such a
regional policy, law or regulation shall supercede any national policy, law or regulation, will be as:
high priority amongst existing EAC operational principles.
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159. For this reason, afahe strategic intervention areas fEA&Development Strategy will
be to address any existing disparities between national Plans and development frameworks ove
period 2002015 and the EAC Development Strate@p 2006

160. The Principle ofit8imity, mentioned earlier, is only operational if and only if shared regional
values, policies, strategies, laws, regulations, and practices are in place. This is generally not the
in East Africa.

161. Therefore, for purposes of accelerating theip@ggation process in East Africa, there will
be a need to develop:

1 East African shared values;
1 Regional crossitting policies;

1 A plethora of regional sectoral policies, especially to do with management of nation
resources and the environmengnh@sources, industrialisation, and infrastructure;

Regional laws and regulations to supercede national laws; and

EA standards across every sector.

162. The successful implementation of this Strategy is to a large extent predicated on the capa
that exits at both Partner States and regional levels. Key capacity constraints relate to hum:
resources, financial constraints, and an appropriate institutional framework. Fundamental fac
necessary for the effective implementation of the Strategypewhlanmwaili board, include:

i. The acceptance, trust and real commitment of Partner States to E.A integration;

il. A common understanding and acceptance of the fundamental roles to be played by tl
line function responsibility structures;

iii. Regular dialogue aothsensus building on issues that are critical to the region;

V. A clearer definition of roles and responsibilities of organs and institutions of the
Community;
V. Key EAC organs and institutions adequately empowered to make and enforce bindir
decisions a@® Partner States;
Vi. The private sector and civil society represented in the EAC institutional arrangemen
within the spirit of promoting Public Private Sector Partnerships;
Vil. Concrete time bound and costed activities developed and clearly spealt out in annu
implementation work plans for each project or programme;
Viii. Strengthened linkages between Secretariat and focal points in the Partner States;
IX. Revisiting the Treaty for the establishment of EAC with a view to updating releval

parts and tightening sonmts pa facilitate implementation.

163. The above working key areas for the success of this Strategy are broken down into tangi

activities, over the plan period, outlined hereto as Annex 1.
5
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5.3 Institutional Reforms

164. For successful implementation of theD&walbpment Strategy ZK), and the E.A
Common Market in particular, it will be critical that the mandates of EAC Organs and Institutions
rationalised further with a view to broadening and deepening the roles and responsibilities of the ol
andempowering them with authority to take decisions that are binding to Partner States. Finan
capacity should be enhanced to enable each organ or institution to implement agreed EAC prograr
and activities. Specific proposals for the necessanyahstftutins have been made in section 4.8.

5.4 EAC Ex Presidents Advisory Council and Think Tank

165. Over theEAC Strategy argument for setting up an Advisory CeRresidgrgs of the

Partner states were advanced. Also advanced were argamBEAS fbhink Tank, to periodically

think through the complex technicalities of integration and advise relevant EAC organs (and institu
as necessary.

166. As earlier indicated, this thinking has now been advanced into the establidBrment of EAC
Presidats Advisory Coungicomprising of-eeads of State. The Ex Presidents Advisory Council
will exist as a referral EAC organ, on any critical issue.

167. There is need to ensure a Think Tank is created to bring the technical dynamics to tl
integration proces®d to anticipate challenges and emerging complexities. Arrangements will be mac
to eestablish an East African Policy Research Centre (EAPRC), as an Ongdr@satimse of
implementation of this rather complex strategy, all EAC orgari®asdvilidig invited and urged

to consult and use the services of this Think Tank.

5.5 Management of the Development Strategy220@6

168. A number of statements to do with management of this strategy, espiapialtywithco
the EAC Loriterm Sttagic Vision and to promote participatory ownership of both this Strategy anc
the Lond erm Vision are sequestered in the text.

169. For purposes of focused implementation, all key activities to be implemented by the E:
Secretariat have been listed in thergsdate of Annex 1 {Settion 1.26) as Management of the
EAC Development Strategy-2008.

170. These also include timely initiation and management of the process leading to the formula
and launch of the next EAC Development Strat&pi B)0hgvhich plan period it is expected that

the EAC will have not only been enlarged but that she will also be a more visible going concern &
Economic Union.
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6.0 MONITORING AND EVALION FRAMEWORK

6.1 Principles of Monitoring and Evaluation

171. Monitoringnd Evaluation is one of the most important elements of strategic planning. Th
overall objective of monitoring and evaluation is to assess the performance of the plan, against
timeruns, and make the necessary adjustments in order to acleietwecthefdbg plan by the end

of the plan period. Therefore, monitoring and evaluation needs to be structured and integrated intc
process for management of change.

172. A Monitoring and Evaluation System is normally designed to monitor whether progrs
oljectives/targets/outputs or results/outcomes are on course towards projected attainment levels.

173. It is, therefore, necessary that all relevant activities and, intermediate results, have cle
indicators on how they carrdmkedand alsaneasured A momdring and evaluation system,
therefore, necessitatedatia collection systerthat is timely, reliable and flexible enough and
modular to allow indicator information to be part of the same database. Such data will be compute
to ease crosseferenog of activities, intermediate results, and outputs. This will show how the
different components of the programme are performing. Therefore, an M & E System should hav
capacity to:

i. Trackprogramme activities through routine data collection;

il. Examinachievemenf programme activities against planned activities;

iii. Guide theoordinaticemd implementation of programme activities;

V. Measuréhe extent of achievement of programme outputs and outcomes;
V. Assess thactual change target indicators agairndiesechmarks
Vi. Assess thiempacof the programme.

6.2 Objectives of Monitoring the EAC Development Strateg®CA@06

174. Objectives of the Monitoring and Evaluation system for the EAC Development Strategy 20
2010 will be to:

i. Asses whether, for eachigtagreed milestones are being achieved as targeted;
. Act as an early warning system in cases where targets are unlikely to be achieved;

iii. Provide regular information to all stakeholders on the performance of EAC with respe
to the Development Strategy;

V. Constitute an informed basis for any reviews;

V. Ensure the continuous sharpening and focusing of strategies and assist in the
mobilization of appropriate and responsive interventions at all stages of implementir
the Strategy.
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6.3 Institutional Framewiofor Monitoring and Evaluation

175. The Institutional Framework for monitoring and evaluation of the EAC Development Strat:
should be made up of a:

1 M & E System; and
1 M & E institutions, including reporting relationships.

176. As a working principle, the MA& E System will be based on manageable processes,
measurable and verifiable indicators, and will conform to the basic rules of simplicity, timeliness,
costeffectivenes§he Development Strategy will be monitored regularly at three levels, viz

I. Opeational and technical,
il. Policy and Political,
iii. Stakeholders.

177. The first level of monitoring is done by the implementing institutions/agencies. These includs
EAC departments within the Secretariat, as well as all EAC organs. Stakeholdergtemme in during
annual calendar of planning and budgeting system. At the Policy and Political levels monitoring is
through appraisal of monitoring reports and appropriate decisions as to the direction of the Strategy

178. Starting with the Activity Matrix (AnrieXCl)yill develop a comprehensive EAC M & E
System for monthly, quarterly-asgmal and annual reporting, as necessary, possibly through out
sourcing.

179. EAC M&E institutions will be made up of regional actors, state actiete aacdonenA
compriensive M&E system will demarcate the boundaries of subsidiarity with respect to monitor
each activity for each phase with respect to each action.

180. For purposes of this Development Strategy, it is expected that

i. Short periodicity monitoring, viz-aipriaal reviews will be executed internally by the
EAC and Partners States while thermiceview is to besnurced;

. The Ministries responsible for EAC in all member states will establish M&E monitorit
departments/units to link with similar defsetntiee EAC headquarters;

iii. The proposed EAC Statistics Department will coordinate all monitoring and evaluati
of the performance of the EAC Strategy and, hence, the paramount importance ¢
empowerment of the EAC statistics function;

V. The reporting ¢hawill be in tandem with the general reporting structure of EAC right
up to annual reports to the Summit.
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7.0 SUSTAINABLE FINANGIQF THE EAC DEVEMERT
STRATEGY

7.1 Sustainable Financing of the EAC

181. Article 132 (4) ofebudyet of hd@mmunity ahiallybe farded tye s
eqgual contributions by the Partner States and receipts from regional and international donations an:
ot her sources as may be determined by the
(excludingniancial resources from development partners) is shared equally by the Republic of Ken
the United Republic of Tanzania and the Republic of Uganda.

182. The budget of the Community has been rising, implying a bigger financial burden to the Par
States. Tehtotal Community budget for the year 2003/04 rose by 22 percent compared to the ye
2003/04 and rose by more than 25 percent during 2004/05 to accommodate a new directorat:
customs and trade. Partner States had to pay more than US$ 2.5 milimyesackO@4/05. The

resolve and commitment of the Partner States to the East African Community is evidenced by the
that they have always paid up their contributions.

183. Contributions by the Partner States have been supplemented by thegslogmiéraf d
partners. Support from development partners has been critical in undertaking relevant consult
studies and facilitating critical meetings among the Partner States. The relative contribution
development partners to the Community budffenrdse percent in 2002/03 to 24 percent in
2003/04, and the figure is likely to rise further as the German Government disburses its commitme
Euro 8.0 million towards the construction of the EAC Headquarters.

184. The Community budget is increasittgly gependent on development partners, a pattern
which is not sustainable and yet Partner States are hard pressed for any additional commitments
the East African Community takes on more responsibilities as envisaged by the Treaty, there i
doubt lat its budget will expand. There is therefore need to explore other sources of sustainal
revenue to the Community.

185. In the 2and 2dEAC Development Strategy resource constraint was identified as one of the
main challenges in the implementationmbBrthmes and projects. Many EAC programmes and

projects have not been fully implemented for lack of financial resources. This experience calls
special attention to sustainable financing ofbfe 2A06 2010).

7.2 Financing Implementatiohtbe EAC Development Strategy

186. The proposals for financing implementationdf EZ02010) relate to financing the
regular budget of the EAC Secretariat and financing of projects and programmes.
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7.2.1 Financing the EAC Budget

187. In order to addressuss of budgetary constraints facing the EAC, as well as the issues of
timely access to resources, and in order to address the need to match resources with the gro
mandate of the Community, it is essential to explore alternative financing wednaadms. T
alternative means of financing the Community budget are briefly described below, together with
recommended option.

(1) Equal Contributions
188. This implies continuing with the status quo that is for the budget of the community to be she

equally mong the Partner States and timing of remittances.

189. The advantage of this option is that all/l
Community. The drawback of the equal contributions system is that it does not reflect capacity tc
and ditribution of benefits (actual or potential) derived by Partner States. Moreover, the systen
based on contributions as per approved budget. This approach invariably dictates positions of
Partners States while approving the budget. The system atkmesemsure predictability of
remittances.

(i) Assessed Contributions
190. A financing mechanism based on assessed contributions is designed to reflect econor

performance. On this basis a formula can be worked out that takes into account capacity to pay
distribution of benefits derived from EAC regional market (represented by intra EAC export data)
the sake of equity and fairness, there would be need to have an upper and lower ceiling on contribt
by any one Partner State.

191. The advantage of thbigtion is that it conforms to the principle of ability to pay. The
di sadvantage is the underling possibility of
level of contribution. However, since such contribution is also pegged tagealative dé&mosfi

the Community, such demands may not be warranted. Contribution based on the principle of abil
pay can be represented by various yardsticks including GDP/Export base, Customs Revenue b
Percentage of the Value of Imports baseluenddded Tax (VAT) base.

(i)  Recommended Option

192. On the consideration of the advantages and disadvantages of the financing options availabl
is recommended that financing of the EAC be pegged to df.bpereentPar t ner St at
revenues.average this would generate about US$ 22 million, which would fully finance the budge
the community

7 Based on 2004 figures.
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193. However, adopting this option would require other decisions to be taken including amend
Article 132 (4) of the Treaty, which specifiesrdggbations by Partner States. It would also require
amending the East African Community Customs Management Act, and respective legislation in Pe
States to require Commissioners of Customs to automatically remit on quarterly basis, the agi
percergge of customs to the Community.

7.2.2 Financing EAC Projects and Programmes

194. There are several potential sources that could be used to finance EAC development proje
and programmes. Howesstablishing an EAC Partnership Fund to address ecaroralc stru
weaknesses across the region for development of areas of common interest to the Partner Stat
seen as most vital.

7.2.2.1The EAC Partnership Fund

195. The EAC Partnership Fund was established by the Council in August 20bétter enhance
coordinationfaonor support and better alignment with the priorities establishedTihetinedEAC
became operational in the financial year 2006/07.

196. This Funds in a form of basket funding without conditionalities attached by the donors, o
earmarking for spgiegprojects and programmes. As such tharfhendampared to budget support

at the national level. The operationalisation ofishéxheated teduce administrative transaction

costs and enhance the alignment of donor funasotityh@egts contained in E#&CDS (206

2010) The Partnership Fund has been atapbedEAC budget cycle (i.e. from July through June).
However, although a Development Fund with basket funding is appealing and preferable,
establishment should notysteatlonor funding on a progrdagpregramme basis provided it is
aligned to the priorities of the EAC.

7.2.2.20ther Potential Sources

197. Other potential sources for funding the Strategy are as below:

i. A mechanism for financing development projects thtofighngoig will be
institutionalised in the budgeting systems at the national level. This will entail identifyi
projects which Partner States could finance jointly from their national developmel
budgets. This would particularly be relevant foresedpgment and some roads
that link two Partner States. This arrangement would help to ensure that prioritise
regional projects are implemented.

ii.  The Partner States will take the necessary steps to restructure and recapitalise the E:
African Developm@&ank to become a major source of development financing for the
Community, focusing on regional projects.

iii. Sources of financing from the private sector could be tapped more effectively and mc
innovatively. In particular, public private partndirffepsxpliored especially in the
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area of infrastructure financing (e.g. the Build, Operate Transfer (BOT) modality f
infrastructure projects).

iv. Foreign Direct Investments (FDIs) and Foreign Portfolio Investments (FPIs) are oth
sources, which could bemmted in a complementary manner to finance the
implementation of the Strategy.

7.2.2.3EAC Development Fund

198. This Fund will address infrastructure development issues, development imbalances, promo
of cross border investments and other development dsaes,ant@nable to joint investments as
regional projects. The basic idea is to pool resources provided by EAC Partner States and develog
partners in order to finance projects, programmes and other activities to fuett@maimec socio
development ¢the region. Apart from increasing the pool of resources available for developmet
finance, the Fund is also intended to forestall the inconsistencies, overlaps, and even incompatibi
of projects and programmemthithoverall agenda of EAC.

199. The operationalisation of this fund will call for close collaboration and institutional linkages \
existing development financing facilities such as the East African Development Bank, Afrit
Development Bank, the European Investment Bank and trk \MudldbtBer such development
financing institutions on a complementarity basis. It is proposed that a restructured and capital
EADB be used for this purpds&ek is already ongoing to draw up a Protocol for the Establishment of
the EAC Developmieand.
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ANNEXES

Annex 1:

11

Cooperation in Political Matters,

Development Objectives:

8 Goodheighbourlineas a basis for promoting peace and security in themsgieh gnd maintained

Defence and Security

An Action Matrix of the EAC Development Strategy2(200)6

Strategic Intervention

Success Indicators

Timeframe for

Responsibility

Completion
) ) ) A regional mechanism developed. negotiated Ministries respsible for Foreign Affairs and
I Dev_elop a.reglonal T“e‘%ha”'sm for comma . 9 ped, neg June 2008 international cooperation, EAC Cooperation an
foreign policy coordination signed .
security
i Establish a regional mechanism for Early | A protocol on EAC Conflict Early warning Sys Jan 2008 Mhistries responsible for disaster preparedness
and disaster preparedness developed and negotiated internal Security and Policelafahcehiefs
ii. Establish a regional mechanism for confli¢ A regional framework developed and negotiat June 2008 Ministries responsibld-fimégn Affairmternal
management and resolution Security and Police datencehiefs
iv. Establish measures to combat proliferatior Laws and policiesrmoniseaid sensitization of Ministries responsible fomat&ecurity and Police
. ) June 2007 .
Illlicit Small Arms and Light Weapons; stakeholders done anddefencehiefs
L | Installation of common communication faciliti Ministries responsible for internal Security and
v.  Establish joint measures to control terroris ) . June 2008 .
border and interstate security anddefencehids
VI Esta_bh_sh a mec_hamsm o enhance_ the ex Installation of common communication faciliti Ministries responsible for intS8ewurity and Police
of criminal intelligence, joint operations an . . Jan 2009 .
border and interstate security anddefencehiefs
patrols between Partner States
i Establish ional f K d Ministries responsible for EAC Cooperation, Ju
Vil Establish a regional Iramework 1or good | pegional framework developed and negotiate June 2008 Partner States anti corruption agenci

governance and anticorruption

EAC Political Federation department
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Strategic Intervention

Success Indicators

Timeframe for

Responsibility

Completion
vii., Elevate the MOUDefenceo a Protocol Defenc@rotocol Adopted Dec 2008 M|n|_str|es responabl@ﬁmﬂenc,QEAC Affairs, Foreli
Affairs and the EAC Secretariat

ix. Finalisand sign MOU on EAC Police MOU on Police Cooperdtimaiised Dec 2007 Ministries responsible for internal security, polic
Cooperation and EAC Secretariat

X.  HarmonisRolice Training and Grades in th Police training and grausnonised Dec 2008 Ministries responsible for aitsacurity, police chie
Region and EAC Secretariat

1.2 Consolidating and Completion of the Implementation of the Customs Union

Development Objective:

8§ EAC Customs Union fully implemented.

Strategic Intervention

Success Indicators

Timeframe for

Responsibility

Completion
. Build the capacity of relevant institution{ A framework for capacity building is in place an Ministries of Fi R Authorities. Mini
individuals managing the implementatig implemented; number of training workshops cor 2009 inistries of Finance, Hevenue Authorities, iy
- . o . Trade & Industries, EAC Secretariat
monitoring of the CU; and individuals attending
ii. Centraliseustoms collection at the first . . . . Ministries of Finance, Regekuthorities, Ministries
Customs collectimentralisedt the first point of ent . )
of entry P July 2010 Trade & Industries, EAC Secretariat
iii. Publicisand disseminate information abl A framework for publicity and information disser Ministries of Finance, Revenue Authidiitistries o
- . June 2007 . .
the CU; is in place and implemented Trade & Industries, EAC Secretariat
iv. Rationaliseultiple memberships in regiq Multiple memberships in regoganhisations Ministries of Finance, Revenue Authoritietesvbni
S : . : Dec2008 ) .
organisatiormnd negotiate as a bloc; rationalised Trade & Industries, EAC Secretariat
. . Ministries of Finance, Revenue Authorities, Mini
inali i i R | standard I Dec2007 ) ' . '
V. Finalissetting regional standards egional standards In place e Trade & Industries, EAC Secretariat
. Imol ¢ regional ‘ q Reagbnal customs procedures implemented June 2008 Ministries of Finance, Revenue Authorities, Mini
vi.  Implement regional customs procedure; Rego P P Trade & Industries, EAC Secretariat
Vii. Amend E.A. Customs Union Protocol w E.A. Customs Union Protocol Amended Jan 2009 Ministrieef Flnance, Revenue Authorltles, Minist
and when necessary Trade & Industries, EAC Secretariat
. . . . Ministries of Finance, Revenue Authorities, Mini
viii.  Establish a unified E.A. Customs Authg E.A. Customs Authority established July 2010

Trade & Industries, EACr&ariat
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1.3

Establishment of the East African Common Market

Development Objectives:

8 Allowed free movement of people, capatabur services and right of establishment of residence

Strategic Intervention

Success Indicators

Timeframe for

Responsibility

Completia

i. Harmonisgrocedures for issuance of Procedures for issuance of entry/work permits Dec2007 Immigration Departments and EAC Secretariat

entry/work permits; harmonised
ii i i i . | East African passpaitsrnationalised . . .
I Internationalifiee East African passport, passp Dec2008 Immigration Departments and EAC Secretariat
iii. Establish EAC examination certification L P : :

. EAC examination certification ncil lish . .

council. C examination certification council establishg Dec. 2007 Ministries of Education, EAC Secretariat
iv.  Harmonise labqulicies andgislation; Laboupolicies and legislatianmonised Dec. 20D Ministries tdbourEAC Secretariat
V- Har_monlsandratlonallsEast Africa Land East Africa Land Polibi&snoniseahdrationalised Ministries of land, EAC Se@ttar

Policies Dec 200

. . . Ministries of Trade & Industries, Finance and E
vi. Harmonisimvestment incentives; Investment incenti@smonised Dec 2007 )
Secretariat

vii. Issue IDs in Uganda and Tanzania; IDs issued in Uganda and Tanzania; Dec 208 Immigration Departments and EA& Bt
viii. - Conclude the Protocol or Act on Commg Protocol on Common market concluded Dec 2008 Partner States and EAC Secretariat

Market
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14

Laying the Foundation for Establishing the Monetary Union

Development Objective:

§ A foundation is laid for wthiglfleAC Monetary Union could be fully implemented and a single currency in place in the20é%) phase (2011

Strategic Intervention

Success Indicators

Timeframe for

Responsibility

Completion
i Remove all capital controls; All capital controls removed Dec 2007 Ministries of Finan€entral Banks and EAC
Secretariat
. Research on an appropriate EAC exchange ral pesearch on an appropriate EAC exch Ministries of Finan€entral Banks and EAC
mechanism, so as to establish bilateral parties . Dec 2007 .
. L rate mechanism condiicte Secretariat
into the monetary union;
] o ) Statistical frameworks used in conver Ministries of FinanCentral Banks, Ministries of
. ngmomsetaﬂstlcal frameworks used in conver . . g Dec 2007 Finance, Ministries of Economic Planning, Statis
criteria; criteridnarmonised .
Bureaus and EAC Secretariat
iv. Strengthen and integrate the payments systerm] Payments systems integrated June 2008 Central Banks and EAC Secretariat
V. Transform Monetary Affairs Committee (MAC)
iti i i . L Ministries of Finan€entral Banks and EAC
Trasitional Monetary Authorlty which WOU|d. be Transitional Monetary Authority in plac Dec. 2009 ) n
supreme body responsible for monetary policy Secretariat
formulation and implementation
vi. Establish bilatepairties for entry into the Monetz Bilateral parties for entry into the mone
Union and the value of the new common currel union and the value of the new commg Dec 2011 EA Monetary Institute and Central banks
the region regional currency
v e retor to Overall policy coordination framework Central Banks, Ministries of Finance, Ministries
oversee reviews of th? convergence Criteria, s¢ o o saq reviews of the convergence cr Dec 2008 . - L
benchmarks and monitor performance (econon . | Economic Planning, and EAC Secretariat
conditions); In place
vil. Pu_t in place an institutional me_cha_mlsm to mon . : . Central Banks, Ministries of Finance, and EAC
guide the process towards achieving converge| East African Moat Institute in place | Dec 2009 Secretariat
criteria in macroeconomic policies.
i i i i i . ' . . . Central Banks, Ministries of Finance, Ministries
iX. Strengthen and integrate banking and financial Banking and financial systems integrat Ongoing _ _
systems; EconomnaiPlanning
ini i i East African Central bank operational . .
X. Set up the legal, administrative and operationa P Dec 2014 East African Monetary Institute and Central Ban

framework and the structure of the East Africa

framework and structure

6€
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. . . Timeframe for o
Strategic Intervention Success Indicators . Responsibility
Completion
Bank
Xi. Review statef preparedness for a Single Currery State of preparedness for an E.A Mong Central Banks, Ministries ahE@) Ministries of
. . .| June 2009 . .
Area Union reviewed and the relevant actior Planning,AC Secretariat

15 Laying the Foundation for Estaliingy a Political Federation

Development Objective:
8§ A foundation is laid through establishment of relevant regional structures.

Timeframe for

Completion Responsibility

Strategic Intervention Success Indicators

i. Identify E.A values and common intarests { E.A Common Values and Common interests

unification of East Africans identified June2007 Partner States + EAC Secretariat

ii. Fully involve the people of East Africa thrg A strategy and instit@idramework for involving

Information, Education and Communicatiol the people of East Africa through IEC is in plg June 2007 Ministries responsible for East African Com

and the EAC Secretariat

Strategy implemented
i Transform the Reaional Court into a Court Ministries responsible for East African Com
' 9 A Court of Appeal is el June 200 and the EAC Secretadastice and Constitutig
Appeal .
Affairs
iv. Formulate an E.A. Foreign Policy E.A. Foreign Policy in place June 200 Ministries responsible for East African Com

and th&AC Secretariftoreign Affairs

Ministries responsible for EAC, Ministries of
V. Transform the EALA into a Regional Parlia An East African Regional Parliament in place| June 2009 and Constitutional Affairs, Partner States, E
EAC Secretariat.

National consultative committees, Ministries
and EAGecretariat

Vi. Complete the process of consultations on {

tracking the political federation Consultations on political fedefiatitined July 2007
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1.6

MacreEconomic Convergence

Developmet Objectives:

8§ Macreeconomic convergence achieved for ease of Common Market Operations and, subsequently, a single currency.

Strategic Intervention

Success Indicators

Timeframe for

Responsibility

Completion
. . - Ministries responsible for Finance, Central Bank
i. Acceleratkarmonisatiarf fiscal policies Fiscal policidgarmonised June 2008 > resp
Secretariat
ii. Accelerate harmonization of monetar . . Ministries responsible for Finance, Central Bank
S Monetary policiearmonised June 2009 )
policies Secretaai
iii. Acceleratlarmonisatiaf exchange rat o . Ministries responsible for Finance, Central Bank
L Exchange rate polidiasmonised June 2007 )
policies Secretariat
iv. Acceleratearmonisatiarf budgetar - . Ministries responsible for Finance, Central Bank
. getary Budgetary processes andetjnesiarmonised Dec 2007 ) P
processes and guidance Secretariat
V. Completéberalisatiarf capital account] . ) . Ministries responsible for Fén&entral Banks + E
. P P Capital accouritseraliseth all the Partner States Dec2007 ) P
in Partner States Secretariat
Vi. Design and implement a M&E mechg A M&E mechanism for the E.A. s@mromi .
esign and impleme tg & echa & ec é .S or the omic June 2007 EAC Secretariat and Partner States
for the E.A. maegroonomic convergen( convergence is in place
Vii. E lish mechanisms f o1y and | Mechanisms for monitoring and management of f . .
stablish mechanis .S ortororg and echanisms for mo t.o 9 a“d a.age .e to Ministries responsible fariei@, Central Banks + E
management of foreign exchange flo] exchange flows associated wilibeéhalisedapital Dec 2007 .
. . . . Secretariat
associated witheralisedapital market | market established
viii.  Develop a regional capital market in . . . . Ministries responsible for Finance, Central Bank
P 9 P Regional capital market developed in East Africa | Dec 2009 P

Africa

SecretarigaCapital Markets Development Authori

6¢&
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1.7 Capital Markets

Development Objectives:
§ Capital Markets flithgralised

. . . Timeframe for -
Strategic Intervention Success Indicators . Responsibility
Completion

i. Establish an East African Securit s . .
y Ministries responsible for Finance, Central Bank

Institute to Train East Africans on C| EastAfrican Security Institute established June 2008 )
Secretariat
Markets
i Develop arfiarmonisearious laws in Ministries responsible for Finance, Central Bank
the region in order to cater for the | Relevant Laissirmonised March 2008 P '

. . Secretariat
regional securities market

iii. Prepare a consolidated regional

regulatory framework that interfaces Ministries respible for Finance, Central Banks +

: ) . i March 2008 .
appropriately with national regulatot Regional regulatory framework prepared Secretariat
environment
iv. Formul regional policy framew . .
ormu atg a e.g O. alpo C.y ame . . Ministries responsible for Finance, Central Bank
theoperationalisatioha regional Regional policy framework formulated Dec 2007 )
o Secradriat
securities market
V. E lish a regional k exchan . .
stablish a regional stock exc a.ge . . Ministries responsible for Finance, Central Bank
creates value and synergy to nation Regional Stock Exchange established Dec. 200

: Secretariat
and regional level stakeholders
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1.8

Development of @uoetitive Supply Capacities

Development Objectives:

8§ Promoted value addition, productivity and competitive agricultural suppessteeross border trade for sustainable food security.
8 Promoted balanced and competitive industrial/manufacturiog iseitte region.
8§ Maximisedbenefits from sustainable tourism and wildlife resources.

Strategic Intervention

Success Indicators

Timeframe for

Responsibility

Completion
Agriculture and Food Security
J _Strgngthen Partner State Agriculture/ LV{ Two Partner State Agriculture/Livestock insti Ministries responsible for agriculture, and lives
instituibns, farmer associations, traders g . s 20062010 .
DIOCESSOrS identified and supported annually development and EAC Secretariat
i. Implement the EA Adtizal and Rural i Ministries responsible for agriculture, and lives
Development Strategy that has already [ .EA Agricultural and Rural Development Stra June 2007 P g . '
) implemented development and EAC Secretariat
developed;
iii. Finalis¢he establishmeifitioe East African it ; ; ;
. . Ministries responsible for agriculture, and lives
System of Early Warning to monitor fooq East African System of Early Warning establl Nov 2007 P 9 .
. development and EAC Secretariat
shortage;
. o _ Sanitary and P itarv measures in place ¢ Ministries responsible for agriculture, livestock
V. Ens_ure application .Of the SanitaRngted : y 3 y P i Nov 2007 development, and trade, revenue authorities a
sanitary measures in place; applied .
Secretariat
V. Promote joint agricultural region@irabitnd Agricultural regional, bilateral and internatior 2006 2010 Ministries responsible for agriculture, and lives
international negotiations negotiations undertaken development and EAC Secretariat
Vi. Undertake joint activities on a regional b|
such as seed multiplication and distributl A tramework for undertaking joint activities o Ministries responsible for agriculture, and lives
plant and animal diseases control, irrigai regional basis is in place apléinented June 2007 development and EAC Secretariat
and others which should actively be ider 9 P ap P
over the implementation period,;
Vii. Implement the project on control ef trans The project on control of fransdary animal June 2008 Ministries responsible for agriculture, and lives
boundary animal diseases diseases is implemented development and EAC Secretariat
. i i A framework for joint research in the agricult Ministries responsifidr agriculture, and livestocl
viii. Promote joint research in the agricultura ] g 2006- 2010 P g

sector is in place and implemented

development and EAC Secretariat

7C
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Strategic Intervention

Success Indicators

Timeframe for

Responsibility

Completion
iX. Prepare alternative strategies for helping s ; ; ; ; ; P : ; ;
. X . . 3 Strategies for helping pastoralists to diversi Ministries responsible for agriculture, and lives
pastoralists to diversify their developmer 9 .p. .g P . N June 2008 P g .
activities development activities are in place development and EAC Secretariat
X. Harmoniseemaining regional policies, Regional policies, regulations, and standardg Dec 2007 Ministries sponsible for agriculture, and livesto
regulations, and standards/SPS; areharmonised development and EAC Secretariat
Industry
i. Review and implement the EAC o . : Ministries responsible for Industries and Trade
Industrialisati@trategy. EACIndustrialisati®@trategy is fully implement 20(r-2010 EAC Secretariat
i Set targets for industrial producsbmtdate Targets for industrial broductidimiolate Ministries responsible for Industries and Trade
accglerated growth and ensure E_ast_Afn 9 P June 20D EAC Secretarifttvestment Authorities and Exp
achievea goal of andustrialisedgion in | accelerated growth are set . .
the medium term: Promotion Agencies
i ini i oy A\ framework for promoting production of finis Ministries responsible for Industries and Trade
. Promote pro_duc'uon of finished industrial industrial gooéts regional and export marketsg 20062010 p
gooddor regional and export markets; . EAC Secretariat
place and implemented
h and I ( A framerork for promoting Research and Ministries responsible for Industries and Trade
iv. Promote Research and Development (R payelopment (R&D) and tapping the alobal <
and tap the global science and technolot b ( ) pp .g g ] June 2008 EAC SecretariMinistries responsible for Plann
) 1 and technological advances is in place and N
advances; ) Resarch Institutions
implemented
. . Ministries responsible for Industries and Trade
isions; SQMT provisions are implemented 20062010 .
Ve Implemer8QMT provisions; QMTp P EAC Secretari&tandard Bureaux
i i A framewkrfor promoting SMEs as a basis fo Ministries responsible for Industries and Trade
VI Prom_otSMEs_ as a basis for e_mploymem employment creation and income generation June 2008 P .
creation and income generation; . Investment Promoi@entreand EAC Secretariat
place and implemented
. P te EPZsound East Africa: A frameuwrk for promoting ERFsund East Afrig June 2009 Ministries responsible for Industries and Trade
Vi romote ound East Alrica, is in place and implemented Investment Promoi@Zentresind EAC Secretariat]
| _ Ministries responsible for Industries and Trade
vil. Implgmgnt Investment Code_s and ensur Investment Codes are implemented 20062010 P .
application by local and foneigstors; Investment Promoi@Zentresind EAC Secretariat]
_ . A framework for promoting cleaner productig
IX. Promote cleaner production through through introduction and application of mode Ministries responsible for Industries and Trade
introduction and application of modern a June 2009

appropriate technologies;

appropriate technologies is in place and
implemented

Science and Technology Council and EACi&e

71
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Strategic Intervention

Success Indicators

Timeframe for

Responsibility

Completion
_ _ | Special agreement with United Nations Indu
X. Conclude special agreement with United pe,/eopmefirganisatiquNIDO) for strategic Minstries responsible for Industries and Trade
Nations Industrial Develop@®eganisation . X Jan 2008 .
. : . assistance is concluded EAC Secretariat
(UNIDO) for strategic assistance;
Tourism and Wildlife
i i i, A framework for marketing and promoting Ez Ministries responsible for Tourism, Natural Re
I Mar!<et and. prqmote East Africa as a sin Africa as a single tourist destination is in plag 20062010 - b ' .
tourist destination . and Wildlife Management and EAC Secretaria
impleranted
ii. Adopt a regional approach in the protect A regional approach in the protectiatiifef wil Ministries responsible for Tourism, Natural Re
S ; . . Dec 2007 - .
wildlife resources from illegal use and pr| resources from illegal use and practice is ad and Wildlife Management and EAC Secretaria
A framework for enhancingecttgdauilding in the S . .
i ilding i i . - . Ministries r nsible for Tourism, Natural R
. Ephqnce capacity building in the tourisr tourism and wildlife sector is in place and Dec 2007 St .es. esponsible for Tourism, Natura .e
wildlife sector ) and Wildlife Management and EAC Secretaria
implemented
iv. Operationalisiee East African Tourism an The East African Tourism and Wildlife Conse Jan 2008 Ministries responsible for Tourism, Natural Re
Wildlife Conservation AgéBATWCA) Agency (EATWCA) is operationalised and Wildlife Management and EAC Secretaria
V. Implement the criteria for classification o The criteria for classification of hotels, restay Jan 2008 Ministries responsible for Tourism, Natural Re
hoted, restaurants, and other tourist facili and other tourist facilities is implemented and Wildlife Management and EAC Secretaria
vi. Hamonise policies and legislation on wil Policies and legislation on wildlife conservati Ministries responsible for Tourism, Natural Re
. . June 2009 .
conservation and management management are harmonised and Wildlife Management and EAC Sa&cretar
i i icipatil A regional approach for participation in regio o . .
Vil Adqpt a reglqnal app_roach for participati/ - g . PP . P P . .g Ministries responsible for Tourism, Natural Re
regional and international treaties/agreel international treaties/agreements on wildlife June 2010

on wildlife conservation and managemer

conservation anthnagement is adopted

and Wildlife Management and EAC Secretaria
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