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Abstract

Utilizing panel data, this study looked at the intra-traderisity within the Common Market for Eastern and
Southern Africa (COMESA) region from 2000 to 2016, with a particdend on export trade. To quantify
the intensification of trade among member statesstiity employed the trade intensity index. The results of
the Trade Intensity Index (TII) show that, while intra-COBME trade remains low for the majority of
members, the intensity result appears to be increasiagnodest rate at the regional level. Accordingéo th
study, the regional trade strength of intra-COMESA expoitsbeld from 11% in 2000 to 13.6 percent in
2016. Egypt and Kenya, in particular, have increased their etxpde among COMESA members, whereas
Libya has the smallest export trade share, followed byri&réfo expand bilateral trade among member
states, it is recommended that COMESA members invasimplementary products (export diversification)
where they have a comparative advantage by identifyimgitgriproducts in the region, improving economic
size, implementing the AU's 2012 declaration of Contineftaé Trade Area (CFTA), developing regional
transport infrastructure, and strengthening institutioeahocracy.

Key wor ds. Trade Integration, COMESA, Trade Intensity, Expartport

1.1 Background to the study

Economic integration across countries and regions hag been regarded as a necessary component of
economic growth and development. Regional integratidiatives began shortly after most African countries
gained independence, and a number of Regional Trade Agree(RIAs) were signed to support their
economic growth and development. The performance of tagdeements among African regions, on the
other hand, has not been as planned. According to theoExio Commission for Africa (ECA) (2012), the
condition of intra-African commerce is discouraging,itastays continuously low when compared to the
continent's external trade, as cited by Ebaidalla (2016).

The Common Market for Eastern and Southern Africa (COMESA)nes of Africa's regional economic

communities, established to boost member states' ecompowth and development by enhancing intra-trade
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and thereby deepening economic integration. COMESA's goabrding to Albert (2012), is to promote
long-term economic and social development for all ®fnitember countries through enhanced cooperation
that leads to regional integration, particularly in theaa of trade, customs, infrastructure (transport and

communications), science and technology, agriculture, andahaesources.

Despite these attempts, COMESA trade integration has l@chah success in terms of increasing trade
volume among its member states. Some researchersasuslemayehu and Haile (2006), have suggested
that the failure of trade integration is due to issuesh sas limited measures in fully reducing tariffs and
eliminating non-tariff barriers, a lack of adoption of goon economic policies, revenue loss, compensation
issues, and poor private participation. Despite the developof RECs, the African continent has not been
successful in growing intra-regional commerce, accordingséda and Seid (2015), and most of these

regional economic communities have done very little.

As a result, the goal of this study is to investigate the drivers of intra-COMESA trade that influence trade
intensification across member states between 2000 ared RGhould be remembered that intra-trade is one

form of economic integration that plays a significasié in the region's economic development.
1.2 Statement of the problem

In Africa, regional integration has long been seen as a noédw®sting economic growth by fostering intra-
regional commerce. It has also served as a tool f@ainatg industrialization and modernization by
encouraging trade and securing economies of scale andtraccess (Khandelwal, 2004). A "spaghetti
bowl" of interconnected and overlapping regional organimatizas resulted from the enormous number of
preferential trade agreements signed during the lastdffeades. Every African country is a member of at
least one regional economic pact, with several betantgi five or more. Despite these attempts, intra-Afric
trade continues to be limited. Regional exports accountldss than ten percent of Africa's overall
merchandise exports, and models that estimate trade potesttieben countries based on economic size,
geographical distance, and other factors frequently findtthde between African economies falls short of
expectations (World Bank, 20P9

Furthermore, some studies arrive at various conclusiotts &hy intra-trade has been restricted during the
regional integration process. Issues of revenue lasspensation issues, and variation in initial condition,
poor private sector performance, lack of political commeitt and institutional issues, issues of overlapping

membership, high transaction costs due to inadequate ioftst, macroeconomic instability, distorted
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trade regimes, low resource complementarity, and small maike characterize these poor intra-trade
performances (Eden,2008).

Moreover, despite the continent's long history of rediortagration, intra-African commerce remains low in
compared to other developing regions. Intra-African expamsfar 9.6% of total exports in the region,
compared to 20% in Latin America and 48% in emerging Asia. édrisentage is significantly larger in Sub-
Saharan Africa (about 12%) than in North Africa (approximad8h), which has historically had relatively
low levels of intra-regional commerce (AfDB, 2011). Regian#tgration, according to the ECA, is a vital
strategy for growth and intra-trade, and it is prediabdoring significant economic benefits to Africa. Despite
widespread recognition that intra-African commerce hagpdtential to accelerate economic growth, reduce
poverty, and improve food and energy security in Africa,dbntinent continues to trade little among itself.

Unlike other regional commercial blocs, COMESA's reglomtegration has not resulted in increased
commerce among member nations. As a result, intra-gealeth in ASEAN and SADC was 1.20 percent
and 8.80 percent, respectively, from 1980 to 1990, whilestjust 0.60 percent in COMESA. Between 1990
and 1995, when the three areas chose to establish didee dgreements among its members, intra-regional
trade grew at 1.90 percent for ASEAN, 2.90 percent for SABnd barely 0.15 percent for COMESA
(Umurungi, cited by Ibrahim & Obiageli, 2015).

1.3 Objectives of the study

The study's goal is to determine the magnitude of expate ttlarough trade-linkage and to identify each
member's major trade partners, with a focus on the fmtezxpansion of export trade flows among
COMESA members.

1.4 Significance of the study

This study aims to improve understanding of the factorsnth-trade performance in the Economic
Community of Africa in general, and COMESA member stateparticular, by identifying areas where

COMESA may improve and new actions that can be addptguomote intra-trade. This research makes
several valuable contributions to policymakers seekitg@tigh understanding of intra-trade variables.

The study will allow COMESA member states to think abbefrtpolicies and regulations in terms of trade
intensity, multi-membership, good governance, and othéfretzged concerns that affect intra-trade within

the bloc. International development partners and inkestan use this information to help them decide
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whether or not to engage in the development proceseWwsiaping bilateral trade policies with COMESA

member states.

Finally, | hope to contribute to the current literatureademicians, and researchers in the field of COMESA

trade. The research will provide the mosttojotate information on trade flows.
1.5 Scope the study

This study is limited to COMESA member countries such asurigli, DRC, Comoros, Djibouti, Egypt,
Eritrea, Ethiopia, Kenya, Libya, Madagascar, Malawiauvitius, Rwanda, Seychelles, Sudan, Swaziland,
Zambia, Uganda, and Zimbabwe, as well as six IGAD menthenis as Ethiopia, Djibouti, Eritrea, Kenya,
Uganda, and South Sudan, based on the availability of lealgpanel data until 2016.

1.6 Organization of the study

This research is divided into five sections. The stuilgsdhapter contains an introduction to the research, as
well as the problem statement, objectives, signifiea scope, and limitations. The second chapter foauses

a literature review that is directly related to tissuies and variables being studied, including conceptual
framework and empirical, theoretical, and theoreticirdture. The third chapter discusses the study's
methodological methodologies, which include the use ofrddetintensity index. The fourth chapter delves
into the findings and discussions. Based on the findemys conversations, Chapter 5 draws certain

conclusions and policy implications.
LITERATURE REVIEW

2.1 Theoretical review on regional integration

Regional economic integration may be defined as ampttto link together the economies of two or more
countries, in defined geographic areas, designed to redutengicobarriers such as tariffs and immigration
controls, aimed at raising the living standards a ageachieving peaceful relations among the particigati
countries (Murinde, 2001).

Depending upon the level of integration amongst particigatiation-states, RTAs can be divided into the
following categories: Firstly, trade barriers are lowerecenwlthe countries conclude Preferential Trading
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Agreements (PTAs) at the most basic level. Such prefatérade is usually limited to the portion of actual
trade flows from LDCs and is often non-reciprocal itur@ Papua New Guinea - Australia Trade represents

an example of such an agreement.

Second, when two countries strike a bilateral trade ageewhereby trade barriers i.e. Tariffs are abolished
among the participating countries; such an arrangement isdcéliee Trade Agreement/Area (FTA).
However, each member is free to formulate its externdé tpalicies against the countries, which are not part
of FTA. Under this arrangement, barriers to trade are reduced dyaoved a period, but it does not mean
that all trade has become completely free of natiorraidos, which at times stay intact. A prominent example
of an FTA is the North American Free Trade Agreement (NRF

The formation of the Customs Union comes at the thielell of economic integration.
Customs Union is a stage where trade barriers among the memiygries are abolished and a common
external trade policy is adopted by the member nationsGergmon External Tariff regime or CET), vis-a-
vis non-members. A Customs Union can be likened to an, Which is accompanied by a common external
trade policy. The Customs Union of the Southern Cone-Mareaan be referred to as an example in this
regard.

The Common Market represents the fourth level in thegaof economic integration. A Common Market is
established when the member countries facilitate moweofeboth goods and factors by removing all trade
barriers. They also continue to retain the commoareat trade policy. It can be likened to a Customs Union
plus free mobility of factors of production. The relevarample of a common market is the Common Market
for Eastern and Southern Africa (COMESA).

Economic Union is the climactic point and the lageleof economic integration. The participating countries
pursue common macroeconomic policies in an Economic Uamdralso allow free movement of goods and

factors. An example of Economic Union is manifesilg European UnioJovanovi¢ cited in Qadri, 2012).

Table 1: Types and characteristics of International Ecambrtegration
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Type
Policy Free Trade | Customs Common Economic Total
. Area Union Market Union Poalitical

Action Union
Removal of tariffs and quotas vl A 94| 1| 1%|
Common external tariff A A A A
Factor mobility vl vl vl
Harmonization of economil v v
policies

Total unification of economig vl
policies

Source: David and Zainal (2013)

The formation of Regional Trade Agreements (RTAs) has stedic effects; trade creation and trade
diversion, the application of zero tariffs between COMES&mber countries is expected to increase the
intra-regional trade which means increasing imports andrexpetween member countries at the expense of
that from non-member countries. This will create coitigetenvironment that might affect the domestic

production, consumption and welfare.

Urata and Okabe (2007) also strengthen this argument in thatcteateon results in an improvement in
resource allocation and economic welfare whereas tliadesion worsens efficiency in allocation of resource
in the world as it replaces imports of highly effitimonmember states by imports from less efficient neemb
states. Trade creation takes place when a member coaplages its domestic production by imports from a
more efficient partner state (at a relatively lowertcddn the other hand, trade diversion occurs when lower

cost imports from outside the regional integration gelaieed by higher cost imports from member states.

Umurungi (2005) has described some of the dynamic gains frajiorRe Integration Agreements (RIAS).
The competition effect which brought about freeing importenfipartner countries; the investment effect
which appears when there are new foreign and domeststments that have not occurred in the absence of
RIA; and the structural transformation effect which ifié &om traditional primary-products exports to new
industrial-products export. The dynamic effects of regiorsaldrintegration are potentially more significant

than the static effects, because of their cumulativereat
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Regional integration can foster competition, subsidiadiycess to wider market (via trade), larger and
diversified investment and production, socio-economic aritigad stability and bargaining power for the
countries involved. It can be multi-dimensional to coves movement of goods and services (i.e. trade),
capital and labour, socio-economic policy coordinatiord darmonization, infrastructure development,
environmental management, and reforms in other public geads as governance, peace, defense and
security (Mothae cited in Yabu, 2014).

Regional trading agreements are pursued for a varietyasbms. A motivation of virtually every regional

trade agreement has been the prospect of enhancedrécgrnowth. An expanded regional market can allow
economies of large-scale production, foster specializatiod learning-by-doing, and attract foreign
investment. Moreover, regionalism may enhance and solitifjestic economic reforms. East European
nations, for example, have viewed their regional initiativiee European Union as a meaning of locking in

their domestic policy shifts towards privatization andkagtoriented reforms (Qadri, 2012).

Formation of economic blocs is motivated by the allimn effect and the growth effect arising from free
trade within an economic bloc. The allocation effeduies that in a competitive economic system,
resouces are allocated to produce goods based on peoples’ demand for those goods by interaction between
consumers and producers. When tariffs and non-tariffdsarimterfere with this signal, it becomes necessary
to clear such barriers through regional integration. &egiintegration could also lead to the creation of large
markets which would allow access to small firms thusdlkamg them to reach optimal sizes lowering costs
and prices for the consumers. It expands regional markiets;ta more suppliers to these markets and gives
firms the opportunity to specialize, increase the nitgbidf human capital, technological spillovers, an
increase in productivity and the reduction of productiostsavhich help to attract more investment and
capital accumulation. The location decision of foreigm$ can be significantly influenced by the formation
of trade blocs (Baldwin cited in UNCTAD, 2009).

2.2 Empirical literaturereview

Albert (2012) analyses the impact of regional trade agresneenintra-trade in selected agro-food products
(i.e. maize, rice and wheat) in three regional econaroiomunities (RECs) namely COMESA, EAC and
SADC. The study finds that geographic distance impacts ritre-iegional trade in these commodities
negatively; whereas the GDPthe partner countries have the expected positive signsleBeiie traditional

determinants of bilateral trade, the author finds posé#ive significant coefficients for the regional trading
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blocs which imply that these trading blocs promote ingional trade in the commodities. Usually
geographic distance measures the cost of transport.

Martinez and Nowak (2001) explored the determinants of bilatierdd flows between the European Union
and Mercosur applying the gravity model in panel data fveonke and analyzed the trade potential between
the two trading blocs. The authors found that the partners’ incomes had the expected positive impact on
bilateral trade flows and the income elasticity ol&dlows was found to be near unity in line with the
theoretical expectation. But the effect of the exporting and importing countries’ population is opposite;
exporting countries’ population has large negative coefficients, implying domestic absorption effect whereas
that of importing countries’ has large positive impact suggesting that highly populated countries intpore
compared to those less populated countries. Exchange ratecante differences were also found to be

important determinants of trade flow in these two trading blocs.

Abidin, Abu Bakar and Sahlan (2013) investigated the impact dfiossiz factors on bilateral exports
between Malaysia and the Organization of Islamic CooperdtDIC) member countries . Using the panel
estimation for gravity model, the data covers the perfoii997 to 2009. The gravity estimates imply the
importance of size effects, level of openness of ttan@uy, inflation rates, and the exchange rates as
determinant of Malaysia’s exports to OIC countries. The estimation of individual effects shows the

significance of distance and institutions in enhanéitadaysia-OIC exports.

Henry (2015) examined the effect of regional economic integratioexports in the COMESA region using
the fixed effects regression, random effects regressiomatrdmental variables GMM regression to estimate
an augmented trade gravity model using panel data from 19801 The study results showed that the
formation of COMESA trading bloc has promoted intra-regioexports, implying intra-COMESA export
bias. Comparing pre-COMESA (1980-1993) and post-COMESA (1994-201a)ipeit was found that intra-
COMESA exports have grown by approximately 35 percent since E¥¥vas formed. The study suggests
that to enhance export flows in the region, the procégzanomic integration should be deepened. Thus,
there is need for increased investment in transport infidste that will reduce long distance cost of doing

business. This would have a major impact on deepening integcitCOMESA economies.

Keane, et al. (2010) studied on impediments to intra-regional ina@eb-Saharan Africa. A quantitative
methodology used for the assessment of the impact BENA trade flows is developed and then applied to
the Southern African Development Community (SADC). Basetheim results of a quantitative assessment

of the identified impacts of NTBs on intra-regional tratteey suggested that policy measures addressing
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should be undertaken to solve the impediment. Yabu (2014)sadsd® intra-SADC trade in goods and

services using relative intra-trade intensity and gyawibdel and conclude that one of the objectives of
regional integration is to reduce trade barriers in order ampte and boost trade among member states.
However, a small share of exports and imports within the GA&gion depicts a slow improvement in trade

among member states. Therefore, most of SADC membies stippear to trade more with other countries
outside the SADC region.

Geda and Kibret (2002), critically reviews major issuegegional economic integration in Africa which are
related to the issues of the economic, political anttutisnal constraints that surface at the impleméortat

stage of economic integration treaties using the experiecht@OMESA as a case study and tests the
determinants of trade flows. Their major conclusions aidicthat first, bilateral trade flows among the
regional groupings could be explained by standard varialdeslemonstrated by the results of the
conventional gravity model, while regional groupings hhad insignificant effect on the flow of bilateral

trade. And, second, the review of the issues indicdias the performance of regional blocs is mainly
constrained by problems of variation in initial conditim@mpensation issues, real political commitment,

overlapping membership, policy harmonization and pooafgigector participation.

The limited growth in intra-regional trade in COMESA canaitributed to many causes. However, the lack
of diversity and the similarity of the products exported bynper countries, the lack of political commitment

to integration, lack of security and political stabilitpoor physical infrastructure, macro-economic
imbalances and unequal distribution of gains from intemradire major constraints on increasing intra-
regional trade in COMESA (Sheriff & Nwokedi,2015).

Trade intensity index measures the “pure” intensification of trading relationship. An increase in trade with a
country may be attributable to two factors. One isetkigansion of trade by a trading partner and the other is
“pure” intensification of the trade relationship. Specifically, tragdationship of a country with (or trade
dependency of a country on) a trading partner country can increase when the trading partner’s trade expands
faster than other countries. Trade intensity indeptures the “bias” in bilateral trade relationship by
considering the trade volume of the trading partner. Tradigoredhip is more (less) intensive (or biased) than
normal if the value of trade intensity is greater (lesa thnity (Urata & Okabe, 2007).
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METHODOLOGY
3.1 Research Design

To achieve the study's goals, researchers used quaastitktsign methodologies to examine intra-regional
trade among member countries of the Common Market foeftaahd Southern Africa from 2000 to 2016.
The trade intensity index was employed in the study tesasthe trade pattern and determine whether

improved cooperation between COMESA countries is conlokeiva

Annual total bilateral export trade statistics from ti&F] Direction of Trade Statistics (DOTS),NJ
COMTRADE data base, World Integrated Trade Solution, wérévelopment Indicators (WDI) database,
CEPII, AU, and UNECA are among the data sources.

3.2 Study area

The study area includes the nineteen (19) members of the Qoiarket for Eastern and Southern Africa
(COMESA), one of Africa's eight recognized regional ecaecauommunities. COMESA's goal is to enhance
commerce among its members in order to boost econgnowth and development through regional

economic integration.
3.3 Data collection and sour ces

This section presents variables and sources of datarutiegl study. The analysis covers a cross section of 19
COMESA member states and time series from 2000 to 2016reBrarcher uses secondary data sources to
collect information from the different international angaations data bases. This has been found appropriate
because of the credibility and recognizable data avétijefuir the research study for each member country in
COMESA region. Document review technique was also usembltect secondary data necessary for the

research study.

Annual total bilateral export trade data in thousands of Urdovas obtained from Direction of Trade
Statistics (DOTS), UN Commodity Trade Statistics (UN COMDE) online data base, World Integrated
Trade Solution. Annual GDP or populations of a country @gsoay for economic size are obtained from
World Development Indicators (WDI) database.
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3.4 Method of data analysis
3.4.1 Model specification

In this sub-section, we proceed to specify the models thatsed to measure and analyses the bilateral trade

to addresses each specific research questions.
3.4.1.1 Measuresof intra-regional trade intensity index

To answer the research question, the study uses the mtadsity index to calculate a relative intra-trade
intensity measure between COMESA member states, whicked to assess the trade pattern and determine
whether improved cooperation is possible between COME®#lmars. For the period 2000 to 2016, the
Trade Intensity Index was produced using data from the @ireof Trade Statistics (DOTS) and the World
Development Indicator (WDI). A number of one implies thédtbral trade follows the global trend; while a

value greater than one suggests that trade intensity bgisteen partners.

According to Hyun and Hong (2005) the measure can be exprasseltbws:

TIl; = =l (1)

Where X ij is country i’s exports going to country j. The numerator indicates the share of country i’s export to
country j in total export of the country i, and the denominator indicates the share of country j’s imports of the
total world imports. If the bilateral trade intensity irdeas a value greater than 1, the export of country i
outperforms in country j considering country i’s export ability and country j’s import capacity. It implies that
country j is relatively important to country i. If tibdateral trade intensity index has a value smaller than 1,

country j is not relatively imgtant for country i’s export.
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RESULTSAND DISCUSSIONS
4.1 Trends and patternsof intra-tradein COMESA

This section analyses COMESA's intra-trade trends and patiglimég upto-date trade data in order to
better grasp the study's backdrop before moving on to ttiedaga analysis. It examines the primary trading

trends and member makeup.

The Direction of Trade Statistics (DOTS) disaggregated/dihée of merchandise exports and imports by the
key trading partners of a country. Imports are valued stt awsurance, and freight (CIF), while exports are
valued at free on board (FOB). Kenya is the leading exportingtty among the COMESA trading bloc's 19
members, including agricultural items, particularly ted tobacco, and animal products, as well as emerging
as the top performer in the EAC and acting as the langelt tnarket in east Africa.

Table 2 shows that intra-export values for all COMESA imens fluctuated over time. The intra-export
values in the region are dominated by Kenya and Egypt. Kexyarted goods worth $1,459.2 million in
2008 and $1,553.4 million in 2015. Egypt, after Kenya, has ttendegreatest proportion of exports among
COMESA members, with $1,084.0 million in 2008 and $1,654.0 millioRd15. Between these years, both
countries had increasing GDP and FDI inflows, which aidethé manufacturing of goods and services for
export to other members. In 2008, the Democratic Republ@oofyjo was the third-largest seller of goods,
with $578.2 million in sales, which climbed to $999.6 million in 201
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Country 2008 2009 2010 2011 2012 2013 2014 2015
Burundi 8.3 11.2 12.0 22.0 31.0 40.8 54.0 52.4
Comoros 0.2 0.4 2.3 2.9 0.9 1.0 0.5 0.7
Congo* 578.2 529.5 1303.8 1391.9 13459 1864.7 1492.9 999.6
Djibouti 25.9 166.2 158.3 186.2 145.1 127.8 130.6 165.5
Egypt 1084.0 1324.2 1736.6 1134.6 2480.0 2408.0 1977.1 1654.0
Eritrea 0.5 1.6 0.2 4.5 4.6 2.8 4.2 3.0
Ethiopia 7.3 4.4 22.4 43.1 42.2 1091.9 1092.8 1088.7
Kenya 1459.2 1253.5 1421.1 2014.8 1822.8 1694.7 1665.0 1553.4
Libya 228.0 214.5 330.9 320.7 363.4 342.7 350.5 390.5
Madagascar 36.2 31.2 50.3 42.6 40.2 53.4 66.4 61.3
Malawi 85.4 171.5 219.9 310.4 163.2 1445 246.9 211.9
Mauritius 171.7 152.2 156.1 188.8 213.9 198.4 218.2 225.7
Rwanda 211.8 130.5 82.2 124.9 305.4 311.6 330.0 159.4
Seychelles 3.2 1.3 2.3 247.3 4.2 2.9 2.2 2.6
Sudan 120.7 217.8 353.5 427.3 428.3 282.7 445.6 469.4
Swaziland 78.8 40.9 30.1 26.3 19.5 15.1 15.8 22.3
Uganda 721.9 713.1 791.0 997.0 1216.1 1096.2 879.3 961.4
Zambia 850.1 635.8 695.6 966.9 1500.6 1878.6 1277.8 975.1
Zimbabwe 173.0 145.9 178.7 147.3 121.0 1354 113.9 101.9

Source: Author, compiled from IMF, DOTS accessed on Deeei@®l17.

Burundi, Comoros, Eritrea, Swaziland, and the Seycheallethe other hand, were relatively minor players in

the region, with the least intra-export commerce. In 20%¥5ththee countries' total export value was nearly

equal to Egypt's, potentially lowering COMESA's ovenadtiing patterns in comparison to other parts of the
world. COMESA's intra-regional exports increased from 5,844omin 2008 to 11,693 million in 2013.
This demonstrates some dynamism, which is good newsfanding intra-COMESA trade, which might be

boosted by other members' improving export levels, adbeibre detailed analysis of the composition of such

trade at the disaggregate level is required. Intra-rebeoqert trade, on the other hand, fell to $9,099 million
in 2015(see figure 1).
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Figure 1: COMESA total intra-export in million USD from 20081215
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Table 2: Intra-import within COMESA bloc in million USales

Country 2008 2009 2010 2011 2012 2013 2014 2015 2016
Burundi 94.1 99.5 118.6 1553  159.6  147.9  102.3 89.6 100.5
Comoros 6.3 7.1 11.4 7.0 6.8 18.9 18.6 15.7 15.7
Congo DRC 6795 693.2 7852  920.1 14209 2005.2 1531.0 1074.2 944.6
Djibouti 9.5 56.6 43.8 55.5 72.2 78.3 96.1 131.4 1454
Egypt 1090.5 660.8 917.7 878.6 834.7 7104 650.2 556.9  366.1
Eritrea 22.9 47.4 106.5  64.8 96.8 91.9 51.4  59.7 29.6
Ethiopia 154.7 1605 168.8 146.4 2312 179.0 2923 3383 2886
Kenya 420.7 3108 4931 6024 7144 663.6 658.1 816.8 888.8
Libya 173.6 3116 6282 187.8 4411 5138 4135 2256  199.2
Madagascar 139.6  98.0 203.2 2042 1472 1317 1762 167.4 1776
Malawi 1854  176.0 236.0 2272 190.2 237.3 230.9 2324 2493
Mauritius 1371  101.0 1321 153.0 1539 170.1  159.1 171.3  208.3
Rwanda 387.1 3054 389.6 4147 468.1 4343 5045 4471  426.7
Seychelles  50.0 51.2 46.7 55.5 46.4 45.4 56.0 84.9 49.2
Sudan 597.2 582.0 797.9 6489 7249 8611 617.9 719.6 7153
Swaziland 6.1 5.7 91.3 87.7 81.1 82.5 106.0 75.6 70.8
Uganda 596.8 579.5 609.5 746.4 709.4 653.9 7230 679.7 559.2
Zambia 836.7 688.8 1457.0 1642.6 1872.8 2794.4 2529.6 2009.8 1512.7

Zimbabwe 1164.7 11148 1213.2 1264.4 1255.1 1323.2 12314 12941 1236.5

Source Author, compiled from IMF, DOTS accessed on December, 2017.

Zambia, Zimbabwe, and the Democratic Republic of Comge the top three intra-import countries inside
the COMESA bloc, as seen in Table 3. As a result, #heevof Zambia's intra-imports grew from $836.7
million in 2008 to $1,513 million in 2016. In the same way, Zimlve was the second best performer in
intra-import, increasing from $1164.7 million to $1,237 ioill between 2008 and 2016. The Democratic
Republic of Congo, which has been plagued by internal politiwadst, came in third, importing commaodities
worth $ 679.5 million in 2008 and $945 million in 2016. Despiteftrt that nations like Comoros, Eritrea,
Swaziland, and the Seychelles are not landlocked; theirilootion in intra-regional commerce has been

inadequate, with Zimbabwe's intra-import exceeding tweditheir total intra-import for each year.

Figure 2 depicts intra-COMESA trade levels from 2000 to 2016vé&mn 2000 and 2013, intra-COMESA
trade grew somewhat, as did extra-COMESA trade. However, C32\Entra-trade performance began to
deteriorate rapidly after 2013. COMESA's intra-export was $1,49®mih 2000, but it climbed to $11,693
million in 2013, representing an annual growth rate of 11%. Hekyehetween 2013 and 2016, the intra-
export trend region fell from 11,693 to 7,854 million. COMESAtra-imports among its members have
followed a similar pattern. COMESA's intra-import climbednir1,293 million in 2000 to $11,143 million

in 2013, indicating annual exponential growth of 10%, which Wéaddlver than intra-export over the same
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period. However, following 2013, COMESA's intra-imports fetinfr 11,143 to 8,184 million in 2013 and
2016, respectively.

Figure 2: Trends of intra-export and import of COMESA
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Source: Author, calculated from IMF, DOTS accessed onrbeer 2017

Table 4: Top ten COMESA intra-export, import and export codities from/to the world measured in %age

(20132016)
Intra-Export Trade within COMESA | Imports of COMESA members from | Exports of COMESA members to the
members the world world
Products 2013 2014 2015 2016 2013 2014 2015 2016 2013 2014 2015 2016
Mineral fuels,
oils and their| 4.09 4.51 9.90 4.26 14.80 15.51 13.88 12.62 45.16 31.08 21.70 15.73
products
Ores, slag and 17.16 17.41 8.42 11.16 1.48 1.25 0.55 0.71 2.70 3.83 3.12 3.03
ash
Coffee, tea, &| 4.58 4.85 6.31 7.52 0.39 0.42 0.54 0.60 2.73 3.66 5.11 5.53
spices
Organic/
inorganic 6.17 4.18 5.54 5.63 0.95 0.69 0.74 0.74 1.26 1.08 1.17 0.99
compounds of
precious
metals
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Salt, Sulphur,
earths & stone,| 6.09 5.07 4,01 4.48 1.08 1.13 0.84 0.79 1.12 0.99 1.16 1.13
& cement

Sugars &
sugar 3.27 3.29 3.78 6.49 1.09 0.95 0.90 1.35 1.49 1.72 1.89 2.14
confectionery

Tobacco &
manufactured | 2.93 3.31 3.44 2.79 0.70 0.64 0.53 0.45 1.87 2.26 2.60 2.85
tobacco

substitutes

Plastics &
articles thereof| 3.73 3.84 3.35 2.88 3.94 3.99 4.07 4.23 1.60 2.17 2.32 2.05

Iron & steel 3.00 3.35 2.72 2.90 4.19 4.30 4.05 3.87 1.40 1.54 1.13 1.32

Machinery,
mechanical 2.73 3.13 2.06 1.86 10.64 9.77 9.18 9.87 0.60 0.97 0.74 0.71
appliances,
nuclear
reactors

Source: Author, compiled from International Trade Centeessmx on March, 2018.

Table 4 depicts COMESA's intra-trade among its membesrajell as global commodity import and export
trade from and to the world, from 2013 to 2016. Excepirfioreral fuels, mineral oils, coffee, tea, and spices,
sugars, and sugar confectionery, COMESA's intra-trade perfoameas lower in comparison to global trade
for all products. Sugars and sugar confectionery have etirbly 3.22 percent in intra-COMESA export trade
from 2013 to 2016, which is more than other items. Coffee,ated spices grew at a rate of 2.94 percent.
However, ore, slag, and ash are the most commonly kaffiproducts amongst COMESA members,
followed by coffee, tea, and spices. Ores slag and ash madboup 11.16 percent of all COMESA
commodities traded in 2016.

Mineral fuels, mineral oils, and their products, whickaumnted for 12.62 and 15.73 percent of COMESA's
global import and export in 2016, were followed by Machinery, m@chh appliances, nuclear reactors,
boilers for import and Coffee, tea, and spices for expdiigtwaccounted for 9.87 and 5.53 percent in 2016.
Intra-African trade, like Africa's trade with the rest oé thorld, has been dominated by a small number of
primary commaodities. The principal commaodities that Adniccountries sell to one another are concentrated,
and the minimal trade in manufactured goods may mostly thbus¢d to South Africa, Egypt, and other
North African countries. Primary commodities (petroleuts, aiegetable oils, vegetable oils and fats, copper
ores) and some (b) manufactures are the principal intngegmports within RECs (tobacco, edible products,
lime, cement).

Agricultural items, particularly coffee, tea, spices, sugar, sogafectionaries, and ores, ash, and slag,
dominated intra-COMESA trade in 2016 (Figure 3), accounting daghly 26% of intra-export trade.
Ethiopia, Uganda, and Kenya were the top coffee exportdheiregion, while Kenya, Malawi, and Ugand

were the top tea exporters. DR Congo and Zambia were timargrexporters of ore and minerals; Sudan,
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Egypt, Zimbabwe, and Ethiopia were the main exportergotf. This analysis revealed that, while intra-
COMESA trade has increased since the FTA was estatbligiremains relatively low in comparison to other

regional trade blocs, which are still dominated by prinegsicultural exports. To be competent and extend

the market through its members as well as to theafeite world, member countries must work hard to

diversify their investments by investing in new produlstg have a competitive advantage.

Figure 3: Intra-COMESA top exports by product category 2016

Ores, slag and

Mineral fuels, sk
mineral oils & 990,
their products
9% Coffee, tea, and
spices
15%
Machinery, Organic or
mechanical morganic
appliances, _: compounds of
nuclear reactors — precious metals
4% 11%

Plastics a & manufactured Sugars & sugar
articles thereof tobacco confectionery
6% substitutes, 6% 13%

Salt, Sulphur,

Iron aI(l)d steel - earths and stone,
6% and cement
9%

Source: Author, compiled from International Trade Centaressed on March, 2018

Figure 4 shows a summary of COMESA intra-regional ttzetereen 2000 and 2016. Throughout this time,

intra-regional trade as a percentage of total commercaimethbelow 12 and rose by an average of 6%. In
comparison to its global market, intra-COMESA trade was izate. Intra-trade remains a modest part of

global markets, and its volume has fluctuated over tB@MESA's intra-trade portion of its overall world

merchandise exports increased by only 1% from 2000 to 200%e Toils are low because some COMESA

countries, such as Comoros, Eritrea, Swaziland, and Stegheve modest intra-trade patterns compared to

their global commerce.
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During the years 2002 and 2003, however, the intra-trade shaaeneehstable. The intra-trade share fell by
59 percent between 2004 and 2007, while the members' worldvadeetrperformance improved. This
demonstrates that the majority of COMESA member countréaled with the rest of the world in addition to
their regional trade. However, from 2008 to 2015, intra-COME&#Achandise trade increased by 6% of the
region's total world commerce, and by 2015, the regiona-traide share had dropped by 80%. Despite the
progress in trade, intra-COMESA exports accounted for leasatifieurth of global merchandise exports from
2000 to 2016. More than 80% of regional export trade was tradedthithparts of the globe.

Figure 2: Share of intra-regional trade in total trade oMESA (2000-2016)
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Sour ce: Author, calculated with data from IMF, DOTS, accessed on Decer@bé7.

Increased intra-regional commerce has been one of Afiegional Economic Communities (REC) major
areas for promoting regional integration. COMESA's inégional export performance was quite low in
comparison to worldwide commerce, as shown in Table 5. EEMexports account for over 85% of all
exports outside of the area. COMESA's intra-trade perforntaa®een inconsistent, declining from 2004 to
2008 before gradually improving from 2012 to 2016. In 2004, intra-COM&®orts totaled USD 2,352.1
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billion, accounting for 6.1 percent of the region's tetgborts. Between 2004 and 2016, COMESA's intra-

export proportion of world trade climbed by 6.9%, from 6.1 perce2004 to 13 percent in 2016.

Even while intra-regional commerce has expanded at a moatestintra-regional exports remain tiny in

comparison to world exports, indicating a lack of integraionong the members. Kenya dominated intra-

export commerce among COMESA countries, accounting for -tfuwaegers of overall regional trade. The

majority of members export agricultural products botthiritheir region and to the global market, and they

do it at a reasonable cost in comparison to the reteoivorld. The United States, Europe, China, and the

United Arab Emirate were their main exporting partners.

Table 5: COMESA intra-regional and global export in million U&D04-2016)

Year Intra-Export Total Global Share of Intra-
Export Export
2004 2,352.1 38,744.9 6.1
2005 2,845.2 50,272.0 5.7
2006 3,543.3 62,640.8 5.7
2007 4,032.4 75,953.5 5.3
2008 5,904.5 105,434.4 5.6
2009 5,815.4 80,384.2 7.2
2010 7,647.1 105,724.4 7.2
2011 8,699.4 91,086.8 9.6
2012 10,548.4 112,183.9 9.4
2013 11,693.1 103,115.7 11.3
2014 10,363.7 86,618.9 12.0
2015 9,098.4 69,076.6 13.2
2016 7,854.0 62,945.3 12.5

Source: Author, compiled from IMF, (DOTS) accessed on Dbeen2017.

Intra-regional import is the inverse of intra-regional expsirice these measures assess the value of intra-

regional commerce from importing member nations. The \@flirgtra-regional imports versus the total value

of all imported items is a helpful indication of integratidntra-import was also expressed as a percentage, as

was intra-export, and could be calculated annually for eachberecountry and for global import. This is a

measure of the proportional importance of intra-regiomgdorts in each member country's total import
market (David & Zainal, 2003).
COMESA's intra-import performance grew between 2000 and,20léreas the global intra-import share

increased by 2.0 percent, a very little rise (Table 6)s Ttwv intra-import implies that the majority of
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COMESA member countries imported manufactured goods frarmember countries, namely the United
States, Europe, China, and the United Arab Emiratederitonstrates that COMESA's rate of integration
through trade has slowed. Total exports to the rest of trklwncreased by 6.0 percent to US$ 62,945.3
million in 2016, up from US$ 38,744.9 million in 2004.

Table 6: COMESA intra-regional and global import in million&000-2016)

Year Intra-Import Total Share of
Global Import Intra-Import
2000 1293.1 31591.4 4.1
2001 1605.8 31435.1 5.1
2002 1781.9 32046.9 5.6
2003 1960.0 33092.1 5.9
2004 2297.2 43243.7 5.3
2005 3855.9 55291.2 7.0
2006 4403.1 62342.8 7.1
2007 5351.6 75886.9 7.1
2008 6752.6 117780.9 5.7
2009 6049.8 109745.6 55
2010 8449.8 133824.7 6.3
2011 8462.4 141552.9 6.0
2012 9627.1 162294.5 5.9
2013 11142.9 166150.7 6.7
2014 10148.3 169361.6 6.0
2015 9190.1 163003.3 5.6
2016 8184.0 135262.7 6.1

Source: Author, compiled from IMF, accessed on December, 2017

For any Regional Trade Agreement (RTA) to be successfid, ilhperative on partner countries to have
complementary trade structure to be exploited for mutuafbeCountries which got complementary trade
structure are likely to trade more whereas economids similar trade structure often struggle to improve
trade share unless there is substantial intra industry Gdadran, 2010). But most of the African countries
produce similar primary commodities which have been fagiitiy problem of competition and low price in
the global market.

In between 2000 and 2016, COMESA’s intra-export share increased by only 5.3 percentage points from 4.9
percent in 2000 to 10.2 percent in 2016 and trade with relse afidrld decreased by 5.3 percent from 95.1 in
2000 to 89.8 percent in 2016. According to UNCTAD (2012) the conioibudf the regional econam
communities in Africa towards intra-regional trade expangies been negligible as the share of intra-
regional trade remains static. African countries remairthenmargins of global trade flows. In 2008 and

2009, Africa accounted for an insignificant 3 percent of gl@bglorts and imports as compared to about 6
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percent for developing America and a massive3R7percent for developing. Even the 10 ASEAN countries
together accounted for around 6 per cent of global trade, twice as high as Africa’s share.

MO lbrahim Foundation (2014) found out that, compared to otheorregn the world, intra-African trade is
lagging. Between 2007 and 2011, the average share of inicaxports in total merchandize exports was

11 percent compared with intra-regional trade of 50 percent ielapgng Asia,21 percent in Latin America

and the Caribbean and 70 percent in Europe. One oé#sems that make lower intra-trade among Africa is

that most of the commaodity-rich countries have histdidraded primarily outside of Africa due to a legacy

of colonial history, and other factors. Table 7 alsdfies this concept in which most of the COMESA

members trade goods and services more with outside theibenestates than their regional groups.
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Table 3: COMESA intra and extra-export merchandize tradesuned in percentage

Y ear Intra&ExtraTrade Percentage
2000 Intra-Trade 4.9
TROW 95.1
2001 Intra-Trade 5.7
TROW 94.3
2002 Intra-Trade 6.4
TROW 93.6
2003 Intra-Trade 5.7
TROW 94.3
2004 Intra-Trade 4.9
TROW 95.1
2005 Intra-Trade 5.3
TROW 94.7
2006 Intra-Trade 5.3
TROW 94.7
Intra-Trade 5.0
2007
TROW 95.0
2008 Intra-Trade 5.4
TROW 94.6
2009 Intra-Trade 7.0
TROW 93.0
2010 Intra-Trade 7.2
TROW 92.8
2011 Intra-Trade 8.9
TROW 91.1
2012 Intra-Trade 7.4
TROW 92.6
2013 Intra-Trade 8.8
TROW 91.2
2014 Intra-Trade 9.5
TROW 90.5
2015 Intra-Trade 114
TROW 88.6
2016 Intra-Trade 10.2
TROW 89.8

Source: Author, compiled from UNCTAD accessed dmrilragy, 2017
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Figure 5 shows the causal relationship between Flziwis to COMESA and intra-exports in million USD

from 2000 to 2016. Looking at the figure the growth relatignélgtween intra-trade and FDI inflows were

positive and significantly increasing from 2000 to 2007. Howefrem 2007 to 2011 FDI inflows sharply

decreasing while intra-export increases with slow ratthdreame way the two variables were also negatively
associated from 2014 to 2016. This implies that during theseds the inward flows of FDI to COMESA

had been decreased which negatively affects the intra-exgarhe of the region among its members. In

other words intra-export trade of the COMESA was encouragedcllybasiness production and government

owned enterprises.
Figure 5: Relationship between intra-export and FDI inflasithin COMESA
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4.2 Presentation and discussion of the estimation results

4.2.1 Trade Intensity results and discussions

In this section an attempt is made to construct the iradesity index for the members of COMESA and to

see whether the trade cooperation between these tdiagrpartners are strong or weak. Furthermore, an
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analysis of trade intensity indices is used to estinta¢eextent of bilateral intra-trade linkages between
members of COMESA individually and for the region as whduring the period 2000-2016 to answer
objective one of the study. The trade intensity analysthrtique appears suitable for this purpose. This
technique is characterized by simplicity as well as db#ity to identify the bilateral/multilateral trade
linkages in clear terms (Qadri, 2012).

As a result, the Trade Intensity Index was calculated sspagied for each COMESA member by identifying
the exporter and partners. The trade intensity indexsessesw much a partner country's trading relationship
is intensifying. There are two reasons for a rise inmenge with a country. One is a trading partner's
extension of commerce, while the other is a "pure'hsifecation of the commercial connection. In particular,
a country's trade connection with (or trade dependency on) agraditner country can grow when the
trading partner's trade increases faster than that of ahetries (Urata & Okabe, 2007).

We compute the trade intensity index and its changes maerwith this element in mind. By taking the
trading partner's trade volume into account, the trade ityeinslex quantifies the bias in bilateral trade
relationships. Trade relationship is more (less) intengwréiased) than normal if the value of trade intensity
is greater (less) than unity.

Most neighboring COMESA countries appear to have a high indelesity index, according to the computed

results for each member. This demonstrates that the majbribuntries want to trade more with bordering

partner countries in order to reduce the cost of transpartafiproducts and services connected with the
region's members' distance. This is consistent wittniWecott and Lutz's (1989) natural trading partner
location and transit cost hypothesis, which stalbes geographical proximity between countries, tends to
boost trade and prevent trade diversion. In addition, Deaiaod Stern (1994), also referring to transport

costs, suggest that geographical proximity between coungrels to trade more with each other than with
more distant countries to reduce transport and comntigrigzosts.

Table 8 presents the top four trade partners of exporting EScountries with a value more than unity in

which an exporter country can intensify or increase tradekeuithan other member states with a trade
intensity less than unity, based on the Trade Inteirsigx result.
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Table 8: Top four intra-trade partners of COMESA members

Exporter Partner who have trade intensity index greater than t
with exporter

Burundi DRC Congo, Kenya, Rwanda, Uganda
Comoros Djibouti, Madagascar, Mauritius, Seychelles
Congo(DRC) Burundi, Rwanda, Zambia, Zimbabwe
Djibouti Burundi, Egypt, Eritrea, Ethiopia

Egypt Burundi, Eritrea, Libya, Sudan

Eritrea Djibouti, Kenya, Sudan, Zimbabwe

Ethiopia Djibouti, Sudan, Kenya, Comoros

Kenya Burundi, DRC Congo, Malawi, Sudan

Libya Egypt

Madagascar Burundi, Comoros, Djibouti, Kenya

Malawi Burundi, Kenya, Zambia, Zimbabwe
Mauritius Comoros, Madagascar, Rwanda, Seychelles
Rwanda Burundi, DR Congo, Swaziland, Uganda
Seychelles Burundi, Madagascar, Mauritius, Sudan
Sudan Egypt, Eretria, Ethiopia, Kenya

Swaziland Madagascar, Sudan, Uganda, Zimbabwe
Uganda Burundi, DR Congo, Kenya, Sudan

Zambia DR Congo, Malawi, Mauritius, Rwanda
Zimbabwe DR Congo, Malawi, Swaziland, Zambia

Source: Author, summary of trade intensity results

Accordingly, Burundi trades more with the Democratic RéipulX Congo, Rwanda, Uganda, and Kenya,
with trade intensity indexes of 30.9, 55.8, 92, and 76, respegtifreim highest to lowest. However,
commercial relations with Burundi were weak or below etqtemns for the remaining member countries. As
a result, Burundi's trade intensity index with Comorospd@jti, Eritrea, and Ethiopia is high. Libya,
Madagascar, Malawi, Seychelles, Swaziland, and Zimbalere all less than united, indicating a strained
commercial relationship. This suggests that there mayther factors such as transport and logistical
impediments that give rise to high transaction costjetack of trade complementarities which account for

the apparent low levels of trade (Pitigala, 2005).

For Djibouti, Kenya, Madagascar, Mauritius, Rwanda, 8agchelles, the trade intensity index was higher
than unity. Other countries with a zero trade intensitiek, such as Burundi, Eritrea, Libya, Swaziland, and
Zimbabwe, did not trade with Comoros from 2000 to 2016. Zanzlimahabwe, Rwanda, Burundi, Uganda,

and Kenya were the top to bottom trading partnerster Democratic Republic of Congo. However, the

results suggest that Comoros, Djibouti, Ethiopia, Libya,thedSeychelles have no trade intensity.
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The bilateral trade relationship between Djibouti andtrta was stronger than that of other members,
indicating that the two nations were actively develogiogimerce. As a result, this study discovered that the
intensity between two countries was high, with Ethiagmening in second. Djibouti, on the other hand, was
not traded with the Democratic Republic of Congo, Madagasc&imbabwe, according to the data. This
suggests that between 2000 and 2016, Djibouti did not expamdriket potential in these nations.

The Trade Intensity Index between Egypt and other COMESHbees is shown in Figure 6. Egypt is
extending its trading options with all COMESA countriesthwthe exception of Madagascar and Malawi,
where the TII for the majority of them is greater tloawe. Libya and Eretria were Egypt's most popular trade
destinations, with Tlls of 48 and 37, respectively. This suggest Egypt traded far more with Libya and
Eritrea than one might expect from other COMESA memiddaslagascar and Malawi had the lowest trade
potential of Egypt, with TlIs of 0.46 and 0.68, respectively.

Figure 6: Trade intensity index between Egypt and othenbbees of COMESA
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Eritrea’'s economic partners included Burundi, Comdpjibouti, Kenya, Rwanda, Sudan, and Zimbabwe,

and their Tl was more than unity. Djibouti and Sudan, Witls of 18.0 and 8.0, were the most important
trading partners for Eritrea in terms of trade expansiarcoAding to the natural trading partner theory,
economies tend to trade more with their neighbors (Waomihaand Lutz cited in Anurag Anand,
2016).Therefore, because of their geographical proximity,efisas cultural and economic links most of the
member countries trade with each other than distant worlthellsame manner, when we look at the trade
intensity index of Ethiopia with Comoros, Djibouti, Egypt,riga, Libya, Sudan, and Swaziland, is above one

with different magnitude. Djibouti and Sudan are the twontdes with whom Ethiopia got high trade

intensity.

Kenya, unlike other COMESA members, has exhibited are&sing tendency to deal intensively with
geographically distant COMESA trading partners of varyingmitade (see Figure 7). Kenya and others have
higher trade intensity indexes than Unity, with the exoeptof Libya, Madagascar, Swaziland, and
Zimbabwe. Kenya mostly increased trade with neighbarowuntries such as Burundi, Uganda, Rwanda, and
the Democratic Republic of the Congo (DRC), with Tlls of 38@9, 36.3, and 13.1 correspondingly. This
shows that Kenya has significant trade potential to ekpamd benefit from additional regional trade
possibilities in order to promote its economic growth dexelopment.
Figure 7: Trade intensity index between Kenya and atiegnbers of COMESA
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Source: Authors’ estimates

According to the results for Libya, Sudan and Seychekgformed the worst in the region in terms of intra-
trade, with the majority of their bilateral Tlls showiregs than unity with other countries of the group. The
research of trade intensity between these nations and GMBMESA members shows that they are not
completely exploiting their regional trade potential. &gesult, we may conclude that other COMESA
countries are not extremely important trade partnerd.itoya, Sudan, and Seychelles when considering
policy and economic decision-making units.
Figure 8 depicts the intra-COMESA trade intensity index atdbgmnal level, which has fluctuated over time.
This suggests that COMESA intra-regional commerce ineceagnificantly between 2000 and 2003, and
again between 2013 and 2016. The Intra Regional Trade Intemdéy (IRTII) was over eight from 2000 to
2016, peaking at 14.24 in 2003 and 13.59 in 2016. In comparison, thew&3 .33, 7.85, and 7.99 in 2008,
2009, and 2010, all of which were below eight.

Figure 8: Regional trade intensity index of COMESA
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SUMMARY, CONCLUSION AND RECOMMENDATIONS

Based on the data analyzed in the preceding chapter, hhpgec gives a summary of the study and its
conclusions, as well as some policy implications, meoendations, and opportunities for further research.

5.1 Summary of findings and conclusion

COMESA's goal is to improve economic and social linkomgnmember nations by boosting intraee.
Despite the fact that intra-trade volumes among membersw (mostly primary products) in comparison to
other regional blocks, intra-trade has been conducted ibugaguantities among most of the members since
the formation of the regional trade agreement. Usindetiatensity, this study looked at the factors of intra-
regional trade dynamism within COMESA members from 2000 1620

The study employed the augmented gravity model approach tvemfactors affecting intra-regional trade
in COMESA member states and used the trade intensity ittdestimate each COMESA member state's
export share. The intra-export-COMESA trade intensity index,wt@mained at 13.6 in 2016, suggested that
intra-export-COMESA trade remains low. According to thalgt between 2000 and 2016, the share of intra-
COMESA exports averaged 11 percent. From 2000 to 2003, and emair2®13 to 2016, COMESA intra-
export-regional commerce increased dramatically. Intraanedjitrade intensity increased from 2000 to 2016,
reaching 14.24 in 2003 and 13.59 in 2016. In 2008, 2009, and 2010, #ssakdn eight, at 7.33, 7.85, and
7.99, respectively.

Egypt and Kenya had the largest share, while Libya, Sualad,Seychelles had the lowest intra-trade
performance in the region, with the majority of thelataral TIl showing less than unity with other countries
of the group. The research of trade intensity betweesethations and other COMESA members shows that
they are not completely exploiting their regional tradéential. As a result of the findings, we may conclude
that other COMESA countries are not very important tigadéners for Libya, Sudan, and Seychelles in terms

of policy and economic decision-making.

In contrary to other members of COMESA, Egypt and Kenya t&nown an increasing tendency to trade
intensively with geographically distant trading partner€@MESA with different magnitude in which their
TIl were greater than unity. This indicates that both céesthave strong trade potential to expand and
benefit more trade opportunities from the region to bit@gtconomic growth and development.

Generally, most of the COMESA members are trading nwdte their neighbor than distant members

because of geographical proximity, as well as culturalemmhomic links. This suggests that there may be
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other factors such as transport costs, logistical impedsngoor infrastructural development and lack of
trade complementarities that made most members to trabenearby countries. This shows most of the
countries prefer to trade more with the bordering partoantries to decrease the cost of transportation of
goods and services associated with the distance betheeemembers in the region. This goes mainly with the
natural trading partner location and transport cost hypmh® Wonnacott and Lutz (1989) suggesting that

geographical proximity between countries tends to incrieade between them and reduce trade diversion.

Generally, it can be concluded that the regional trade iritegramong COMESA was not as satisfactory as
expected and the intra-export volume is limited among member2016 the export trade intensity of the
region stood at 13.6 percent. This indicates more than &@&reof the region’s export trade has been
performed with the rest of the world. The poor perforoeaof trade might be associated with some of trade
barriers like poor infrastructure, low commitment to oegil integration, overlapping memberships, lack of
institutional democratic election, low inward flows DI, lack of complementarities of products (most of
them have similar export profiles), small and fragmented@nies with low incomes, low percapita-income,
lack of access to seaport for some members, unedtdbuation of benefits among member countries after
join the FTA of COMESA. Example Egypt and Kenya is thest beneficiary than other members. This
problem arises because the more developed memberst lpeoefithan the less developed ones, whilst there
are mostly no compensation mechanisms to help theslose

In line with this, Yang and Gupta (2005) also summarizedytimeral unsuccessfulness reasons of Africa in
promoting intra-trade and foreign direct investment dueigh lexternal trade barriers and low resource
complementarity between member countries limit botitairand extra regional trade. Small market size, poor
transport facilities and high trading costs also maldgifficult for African countries to reap the potential
benefits of RTAs. To increase regional trade and invest, African countries need to undertake more broad-
based liberalization and streamline existing RTAs, suppdiyednprovements in infrastructure and trade

facilitation.

5.2 Recommendations

The research study finds that the economic size armmmqoer capita or population size variables are
positively related to the level of trade. These vaemldetermine the purchasing ability of the members. But
most of the members are economically categorizedmiltia low level of income which constraints the intra-

trade capacity among them. In relation to internatioeah$ COMESA is characterized by small GDP of
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$754 billion. Egypt only accounts for 44 per cent of COMESA’s GDP which indirectly shows almost all
COMESA countries can be classified within small, low-meocountries. Because of this the potential trade
expansion among members is regarded as low. Therdfweecommended for the member states to increase
their income through spending on pro-poor areas like hedlticaéion, and increasing of consumption, public

and private investment. Moreover, COMESA member stat=d to maintain a high and sustainable

economic growth.

Regional economic integration is aimed to boost theauogrof each member state through diversification of
comparative advantages by exploiting the available opportsinBiet most of the COMESA members are
characterized by similar export profiles with labor isigge (primary commodities) and low technological
involvement. A study of product complementarity indices forME3A bilateral trade among members
indicate that product complementarities between expoEgght and imports of the other member countries
average to 43.0 while those for Kenya’s exports to the region average to 38.6. For all other countries, the
average product complementarity for exports is far lowerarangements with a value of less than 25 have
failed (Tsikata, cited in Khandelwal, 2004).

Therefore, to ensure the expansion of market it ismetended that each member state needs to produce
complementary products (export diversification) where theyeha revealed comparative advantage through
identification of priority products that exist in the region.isThould encourage market expansion in the
region as well as supporting domestic industries in the spstifies. It also helps to reduce unemployment
and the risk of getting to global economic shocks. Fumbee, each member state needs to create an enabling
environment for private sectors that play a crucidé ria structural diversification by developing new

products, new markets, and new ways of doing businesdh#mee intra-COMESA trade.

In support of this, AfDB (2011) recommended that specific polatipas should be directed at correcting to
promote intra-regional trade and economic integratioke the dl-rich Middle East countries have

successfully done, resource-rich African countries shouldsintieeir resource rents in strengthening
agriculture and manufacturing. Infrastructure developrskotild be a major policy focus. Emphasis should
be shifted from raw material exports to moving up tHaevahain by exporting semi-processed products with
the aim of gradually moving to fully processed products dasethe available raw products. For instance,
Ethiopia and DRC Congo should consider establishing a mepdugtion firm given their wealth in Coffee

and different mineral production respectively.
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Therefore, to increase the intra-African trade analvesthe challenges of overlapping memberships the
study recommend the practical implementation of Contaldftee Trade Area (CFTA) declaration of AU

Assembly of Heads of State and Government, in 2012, whalsasntended to establish a single continental
market for goods and services, free movement of busp@Esens and investments, expand intra-African

trade and increase the continents appeal as a globhalgaatner.

In general, this study has examined the determinants of irgiered trade within COMSA from 2000 to
2016 using dynamic panel data and augmented gravity modelsflidy also investigated trade intensity
index among members. The study found out that FTA has\mositjnificant impact on export trade. With
trade intensity index most, the members have weak talateade relationship except Egypt and Kenya.
Generally, | recommend for more detail future researchsttmly on factors that lead the ineffective
performance of COMESA regional trade agreement with atitex-trade policy variables at aggregate and
disaggregate level to identify determinants of COMESA itrtide.

REFERENCES

Abidin, I., Bakar, N., and Sahlan, R. (2013). The determinah&xports between Malaysia and the OIC
member countries: A gravity model Approach. Procedia Ecarmanid Finance 5 (2013) 1219.
Available online at www.sciencedirect.com.

AfDB, OECD, & UNDP (2017). African Economic outlook. Trade pw@s and regional integration in
Africa. Chapter three p.74-9%ww.africaneconomicoutlook.org

African Development Bank (2011). Trade and economic integratiéfiica: Trend, pattern and future
outlook. https://www.afdb.org/

African Development Bank (2000). Regional Integration in Afriédiican Development Report 2000,
(Oxford: Oxford University Press).

African Development Bank Group (2013). Understanding the Barti@ Regional Trade Integration in
Africa. NEPAD, Regional Integration & Trade Department &teRetrieved from www.afdb.org

Ahmad, A., (2014). Essays on trade integration among GCC G@esintiiversity of Southampton, school
of social sciences, department of economics.

Al-Atrash, H, & Yousef, T., (2000). Intra-Arab trade: Is it tohbittle? Working Paper
WP/00/10. Middle Eastern Department, International MonetargFun

Albert, M., (2012) Impacts of regional trade agreements on trade in Agri-food produigience from
Eastern and Southern Africa, paper submitted to Afreeanomic conference, USAID Southern
Africa trade hub, Botswana.

WWw.ijrp.org



Tolessa Shanko Kerore(PhD) / International Journal of Research Publications (IJRP.ORG) @ JJ RP.ORG

ISSN: 2708-3578 (Online)

80

Alemayehu, G. and Haile, K., (2008). Regional Economic Integran Africa: A Review of problems and
prospects with a case study of COMESA. Journal of Africaon&imies, Volume 17, Issue 3, 1 June
2008, Pages 35894https://doi.org/10.1093/jae/ejm021

Aliyu, Sh., and Bawa, S., (2015). Gravity model by paag¢hdipproach: Empirical evidence from Nigeria.
Article in International Journadf Trade and Global Markets 8(1),
DOI: 10.1504/I3TGM.2015.067972

Amir, R. and Ahmad, T. (2012). Gravity model: An application td& between Iran and Regional blocs,
Iranian economic review, Vol.16, No.31, winter 2012.

Amoah, G., (2014). Intra-African Trade: Issues involved in impro@hgna's trade with the rest of Africa.
ISSN 2224-607X (Paper) ISSN 2225-0565 (Online) Vol.4, No.2, 2014. Retfirerad

Anand, A., and Garg, K., (2016).Study of India’s Trade Intensity with United Arab Emirates: An Overview.
International Journal of Electrical, Electronics and ComputeEC Journal) Vol-1, Issue-1, May-
June- 2016.

Anderson, J. & Van Wincoop, E. (2004). Trade costs, Jourriat@fomic Literature, Vol. 42, No. 3.pp. 691-
751, American Economic Association.

Anderson, J., (2016). The Gravity Model of Economic InteractiBoston College and NBER .
https://www?2.bc.edu/james-anderson/GravityModel.pdf

Anurag Anand, K., (2016M Study of India’s Trade Intensity with United Arab Emirates: An Overview.
International Journal of Electrical, Electronics and CompueEC Journal) [Vol-1, Issue-1, May-
June- 2016].

Assefa, M., (2014)COMESA s trading with China: Patterns and prospects. International journal of African
development v.1 n.2 spring 2014. http://scholarworks.wmich.adu/ij

African Union Commission (2015). Agenda 2063. The Africa We wanal [Edition, Addis Ababa, Ethiopia.

AU and ECA (2012). Boosting Intra-African Trade. Issues Affertimra-African Trade, Proposed Action
Plan for boosting Intra-African Trade and Framework for th&t fracking of a Continental Free

Trade Area.
AU, AfDB, and UNECA (2016). Africa regional integration indeyoet. Find out more on www.integrate
africa.org.

Augustin, N., and Regina, T., (2011). Research in businesscandmics journal, the determinants of trade
in the central African economic and monetary unRwowie State

Awad, T., Sawkut, R., Mehra, M., & Pant, M. (2008). Regionaldriategrations: A comparative study the
cases of GAFTA, COMESA and SAPTA/SAFTA. United Natio@enference on Trade and
Development Virtual Institute Research Material.

Baier, S., and Bergstrand, J., (2001). The growth of world tréadeffs, transport costs, and income
similarity, Journal of International Economics, 5321.

Baier, S., and Bergstrand, J., (2004). Economic determinamtedf&de agreements. journal of international
economics, 64(1), 29-63.

Baier, S., and Bergstrand, J., (2009). Estimating theteffifcfree trade agreements on international trade
flows using matching econometrics. Journal of Internationah&mwdics, 77(1), 63-76.

Balassa, B., & Bauwens, L., (1987). Intra-industry speeifitn in a multi-country and
multi-industry frameworkEconomic journal, 97, 923-939.

Bamou, E., and Tchanou, J. (2006). Trade and investment pdlicynsein Cameroon: impact assessment
and perspectives. University of Yaoundé Il, Faculty of Ecanereind Management.

Bénassy-Quéré, A., and Lahréche-Révil, A., (2003). Tradedies and exchange rates in Asia: the role of
China. CEPII Working Paper, 2003-21.

Bhagwati, J., & Panagariya, A., (1996). The economicsefépential trade agreements. The AEI Press
Publisher for the American Enterprise Institute WaslongD.C. Center for International Economics
University of Maryland College Park.

WWw.ijrp.org



Tolessa Shanko Kerore(PhD) / International Journal of Research Publications (IJRP.ORG) @ JJ RP.ORG

ISSN: 2708-3578 (Online)

81

Bhagwati, J., Greenaway, D., and Panagariya, A., (1998).nggueferentially: Theory and policthe
economic journal, vol. 108, No. 449, pp.1128-1148.

Bikker, J., (1987). An international trade flows model with dtldgin: An extension
of the gravity model. Kykios, 40(3), 315337.

Brookings African growth initiatives (2012). Accelerating gtiowhrough improved intra-African trade.

Boniface, O., and Manaseh O., (2017). Key issues in regiategdration vol.5. An annual publication of
COMESA Secretariat, Lusaka, Zambia.

Carim, X., (1997). Multilateral trading, regional integration ath@ Southern African Development
Community. The South African Journal of Economics, 65 (3): 334-353.

Cassim, R., (2001). The determinants of intra-regional tradgoithern Africa with specific reference to
South Africa and the rest of the region. DPRU Working Paper OUftitersity of Cape Town.

Chen, Ch., (2014). The dynamics of privatization in China (183%94). An empirical and econometric
analysis. PhD thesis department of economics, sch@tieftal and African studies, university of
London. Retrieved from http://eprints.soas.ac.uk/18444/1/3%98.pdf.

Clark, P., Tamirisa, N., Wei, S., Sadikov, A., & Zeng, (2004). Exchange rate volatility and trade flows-
some new evidence. IMF Occasional Paper, 235.

COMESA (2013). International trade statistics bulletin No. diision of trade, customs and monetary
affairs COMESA secretariat Lusaka, Zambia.

David J.and Zainal Y., (2003). Developing indicators of ASEANgra¢ion. A preliminary survey for a
roadmap. REPSF Project 02/001.

Deardorff, V., and Stern. R., (1994). Multilateral Trade Nigimns and Preferential Trading Arrangements,
in Alan V. Deardorff and Robert M. Stern, eds., Analytiaad Negotiating Issues in the Global
Trading System. Ann Arbor: University of Michigan Prek894, 27-85..

Edmonds, CH., and Li, Y., (n.a). A new perspective on Chatdetgrowth: Application of a new index of
bilateral trade intensity. Available at
http://www.economics.hawaii.edu/research/workingpapers/WR51fdf

Ekanayake, E., and Ledgerwood, J., (2009). An analysiedhtra-regional trade in the Middle East and
North Africa region. The International Journal of Business Binance Research Volume 3 Number
1.

Elbushra. A., Karim, I. and Suleiman, |., (2011). The roleG&MESA in promoting intra-regional
agricultural trade: Case study of Sudan. Journal of the Sauitysmf agricultural sciences,
(2011)10, 5%4. 62-64.

Elmorsy, S., (2015). Determinants of trade intensity of Egitht COMESA Countries. Journal of the Global
South (2015) 2:5 DOI 10.1186/s40728-014-0002-6.

Elmorsy, B., (2015). Determinants of trade intensity of Egytit COMESA Countries. Journal of the global
south (2015) 2:5 DOI 10.1186/s40728-014-0802-

Etale, E., & Etale, L., (2016)The Relationship between exports, foreign direct investmenteandomic
growth in Malaysia. International journal of business mana&g¢nand economic research
(IJBMER), Vol 7(2),2016, 572-578.

Geda, A. and Seid, E. (2015). The potential for internal teanderegional integration in Africa. Journal of
African Trade 2 (2015) 1%0. Available online at www.sciencedirect.com.

Geda,A., and Kibret, H., (2002). Regional economic integratiorifiica: A review of problems and
prospects with a case study of COMESA. Journal of African@mies, June 2008, volume 17, issue
3. DOI: 10.1093/jae/ejm021.

George, O., and Ansah, A., (2014). Intra-African trade: Issuedvied in improving Ghana's trade with the
rest of Africa,ISSN 2224-607X (Paper) ISSN 2225-0565 (Online) Vol.4, No.2, 2014.

Hamanaka, S., (2013). Cross-Regional Comparison of Trade IntegrdtienCase of Services, Asian
Development Bank Working Paper Series on Regional Econoneigraiion, No. 108.

WWw.ijrp.org



Tolessa Shanko Kerore(PhD) / International Journal of Research Publications (IJRP.ORG) @ JJ RP.ORG

ISSN: 2708-3578 (Online)

82

Helpman, E., & Krugman, P., (1985). Market structure and for&igde: Increasing returns, imperfect
competition and the international economy: MIT Press, Cambridge.

Helpman, E., & Krugman, P., (1989). Trade policy and markatttre. Cambridge: Mass: MIT Press.

Helpmen, E., (1975). Intra-Industry Trade: The theory and measureofieitternational trade in
differentiated productslournal of international economjddl(3), 305-340.

Helpman, E., Melitz, M. and Rubinstein, Y., (2008). Tradagtners and trade vol@s Quarterly Journal
of Economics 123: 44B7.

Iringo, E., (2005). Regional economic integration: The elmajé of dual membership to Kenya- with special
reference to EAC and COMESA. University of Nairobi.

Jelena, T.and Lukasz, K., (2015). The determinants of intra-regional trade in the WestetkaBBa, Zb. rad.
Ekon. fak. Rij. 2015 vol. 33.

Jordaan, A., (2014). The impact of trade facilitation factor South Africa's exports to a selection of African
countriesURI: http://hdl.handle.net/2263/42655

Jung, T., and Jin, Y., (2005). Free trade agreements inASast countries: What has been done and what
needs to be done? Journal of international economic studie; . 1.

Karamuriro, H., (2015).Determinants of Uganda’s Export Performance: A Gravity Model Analysis.
International Journal of Business and Economics Researchd M#b. 2, 2015, pp. 45-54.

Kenani, M., (2014). Impact of FDI Inflows, trade openness andimriain the manufacturing export
performance of Tanzania: An econometric study. Internationahfl of academic research in
economics and management sciences vol. 3, No. 5 IS2R:3624.

Korinek, J., and Melatos, M., (2009). Trade Impacts of sadecegional trade agreements in agriculture
OECD trade policy working papers, No. 87, OECD publishing, ddiZi€¥/225010121752.

Krugman, P., (1980). Scale economies, product differentiation anmhttexn of trade, American Economic
Review 70: 9509.

Laura, M., (2007). New determinants of bilateral trade: An Eogli analysis for developed and developing
countries, Universitat Jaume. .

Lee, Ch., (2002)Korea’s FDI Outflows: Choice of Locations and Effect on Trade, KIEP Working paper 02-
07, KIEP.

Lee, J., Park, I, and Shin, K., (2008). Proliferating Regiofiedde Arrangements: Why and
Whither? https://doi.org/10.1111/].1467-9701.2008.01143.x

Linneman, H., (1966) An Econometric Model of International tradesflodmsterdam: North Holland
Publishing Co.

Mary A., Dyana N., and Won K., (2002). International Trade Roikign Direct Investment: Substitutes or
Complements. Journal of Agricultural and Applied economics, 34.2(A2§0R):289-302, Southern
Agricultural Economics Association.

Mengesha, N., (2009). Trade Effects of Regional Economic Irttegrin Africa: The Case of SADC
(Evidence from Gravity Modeling Using Disaggregated Ratdrade and Industrial Strategy.
Thematic Working Group Paper. Retrieved from http://wips.org.za/.

Mold, A., and Mukwaya, R., (2016). Modeling the economic imjpétite tripartite free trade area: Its
implications for the economic geography of Southern, EasterNartdern Africa. Journal of
African Trade Volume 3, Issuesd, Pages 57-84

Moser, P., (1997). Reasons for regional integration agreentetésgeconomics, ISSN 0020-5346, Nomos
Verlagsgesellschatt, Baden-Baden, Vol. 32, Iss. 5, pp. 225-229,
http://dx.doi.org/10.1007/BF02929831.

Murinde, V., (2001). The Free Trade Area of the Common Mdokdtastern and Southern Africa. England:
Ashgate.

Musila , J., (2005). The intensity of trade creation and tdadesion in COMESA, ECCAS and ECOWAS: A
comparative Analysis. Journal of African EconomR&05, vol. 14, issue 1, 117-141.

WWw.ijrp.org



Tolessa Shanko Kerore(PhD) / International Journal of Research Publications (IJRP.ORG) @ JJ RP.ORG

ISSN: 2708-3578 (Online)

83

Olaniyan R., (2008). Challenges in achieving regional integratioAfrica. A keynote address at the
southern Africa development forum on progress and prasjretihe implementation of protocols in
southern Africa organized by UNECA-SA Lusaka, Zambia.

Ouma, D., (2016). Trade agreement and agricultural trade trAEmsin Community. African Journal of
Economic Review, Volume IV, Issue 2.

Pitigala, N., (2005). What does regional trade in South Asiaateaout future trade integration? Some
Empirical Evidence. World Bank policy research working p&297.

Sako, S., (2006). Challenges facing Africa's regional econoomamunities in capacity building. ACBF
occasional papers, no. 5. Harare: ACBF.

Santos, S., and Tenreyro, S., (2009). Further Simulatioidefse on the Performance of the
poisson pseudo-maximum likelihood estimator. Center for EcanBerformance (CEP) discussion
paper No 933.The London school of economics and politicathsei

Schiff, M., and Winters, L., (2003), Regional integration and ldpweent. The World Bank, Washington,
DC. 20433.

Souad, M., Mohamed, S. and Kamel, F., (2015). An Empirgsdssment of Intra-regional trade
relationships: The GCC contextJniversity of Sharjah journal of international Refereedquical
of Humanities and Social Sciences. Vol. 12, No. 1 Sha’ban 1436 H. / June 2015 AD. ISSN: 1996-

2339.

Tafirenyika, M., (2014). Intra-Africa trade: Going beyond pecéiti commitments. From Africa Renewal.
Available athttps://www.un.org/africarenewal/magazine

Teunissen, J., (ed.) (2005). Africa in the World economy: Theome{ regional and international
challenges. Fondad, The Hague.

Tinbergen, J., (1962). Shaping the World Economy, Twentieth GeRturd.

Tomasziw, |.,and Kirkpatrick,C.,(2009). Trade facilitation andnufactured exports: Is Africa different?
World Development, 37(6), 1032050.

Umurungi, F. (2005). A critical overview of regional tradeegriation: lessons for COMESA. Faculty of
economics and management sciences, University of geet Cape, South Africa.

UNCTAD and WTO secretariats (n.a). A practical guide tadér policy analysis. Retrieved from
https://www.wto.org/english/res_e/publications_e/wto_unctad12 e.pdf

UNCTAD (2006). Trade capacity development for Africa: Trade tiatjons and Africa series: no. 3, policy
issues for African countries in multilateral and regidredle negotiations. New York and Geneva.

UNECA (2017). COMESA Trade and Market Integration. Retrieveh fttp://www.uneca.org

UNECA (2016). Tripartite intra-regional trade Agreement. Re&d fromhttp://www.uneca.org

UNECA, AU and AfDB (2017). Assessing Regional Integration frica VIII: Bringing the Continental Free
Trade Area About. Addis Ababa, Ethiopia.

Urata, S., and Okabe, M., (2007). The impacts of freeeteapieements on trade flows: An application of the
gravity model approach. RIETI discussion paper Seriels B2 revised.

WWw.ijrp.org



