SMEs Opportunities and Concerns with the Integration of the New East African Community
CELEBRATING the recent milestones marking the Integration of the East African Community (EAC) has the hallmarks of a new dawn of economic development in the region. While business leaders are more positive about immediate benefits of the integration, larger economic players perceive long-term benefits in the strong 120 million consumer regional market. 

But what are the benefits of the integration? In the eyes of an emerging entrepreneur today, it is not about how the integration is beneficial to a country but how it is significant to the ‘self’, it is all about his/her ‘business world’. Mureithi’s story illustrates such a world more vividly.
I met Mureithi when I was looking for some Vitenge, in a small shop in Kitengela run by his wife. Upon some ice breaking moments, I realized that Mureithi is a Kenyan teacher working in Tanzania. After every two weeks, he travels back to Kenya bringing with him some pieces of Vitenge for his shop. Rather inquisitive, I enquired” how is it like to do business across the border? What are the new opportunities for small businesses enterprises with the integration of EAC? 

Mureithi’s answers were skewed towards ‘self’. He viewed the benefits of integration in terms of self-business-development. Says he: ‘There is ease in doing business despite the fact that there is a bit of skepticism because of the aggressive nature of Kenyans. Further, Tanzanians feel that there might be unfair competition.’ In any case, he quips while sipping some tea, there are more opportunities than threats as a result of the integration. 

The integration of EAC presents immense opportunities for the business community, in terms of larger markets, economies of scale and larger pools of human, financial and physical capital. However, for its smooth transition, there is a lot that that ordinary citizens expect to be put in place. Karega, the Chairperson of the National Commission on Gender and Development, in a 2009 study on the benefits experienced by ordinary citizens from East African Community regional integration, found that the citizens from all the partner member states do have various expectations on the integration. These included: improving the way business is done by harmonizing customs clearance procedures, enhanced freedom of movement of goods and services, accepting the use of one common EAC identification document and ensuring the same standards for document verification at all borders, ensuring that there is standardization on taxation which should be paid once, enhancing service provision at border points by introducing a 24 hour working system, offering fast clearing services especially for large trucks and reducing time taken for the verification of documents.

These expectations form the very basis of the opportunities that the integration (if sustained) is meant to bring about. The opportunities for the growth of SMEs are based on the very provisions of the integration. These include customs union, common market among other provisions like monetary union and political Federation. 

Customs Union

The very objective of custom union lies in the formation of a single customs territory, which puts trade as the core activity. What this means is that business operators are in position to trade at ease in each of the member states. 

The key features of customs union provide the real platform for business operations across borders. These features include:

A common set of import duty rates applied on goods from third countries (Common External Tariff)

Duty-free and quota-free movement of tradable goods among its constituent customs territories 

Common safety measures for regulating the importation of goods from third parties such as phyto-sanitary requirements and food standards. 

A common set of customs rules and procedures including documentation

A common coding and description of tradable goods (common tariff nomenclature)

A common valuation method for tradable goods for tax (duty) purposes (common valuation system). 

With such features, customs union is expected to promote cross-border investment and serve to attract foreign investment into the region, as the enlarged market with minimal customs clearance formalities is more attractive to investors. Small business operators running cross-border business operations can now exploit the comparative and competitive advantages offered by regional business locations without having to factor in the differences in tariff protection rates, and added business transaction costs arising from customs clearance formalities. 

Common Market

A Common Market is an area where goods, capital, labour and services are able to move freely. To establish such a market, countries involved work towards reduction of the barriers that prevent people, money and businesses from their partner states from moving around the region. This move is expected to enhance East African regional trade and growth. The Common Market is expected to open up opportunities for people and businesses to enter new markets. 

For Mureithi, opening up of common market with the integration of EAC means accessing a job (as a teacher), providing a service (teaching), moving freely, and accessing a market of about 120 million people in the region. 

Free Movement

The common market protocol allows for free movement of goods, labour, capital and services among others. Hence the SMEs are expected to benefit from the market in terms of gaining access to goods and services. As Mureithi observes, ‘time has come for small and mid-sized enterprises originally locked out from accessing markets in other member countries  because of the high costs involved in exporting, importing and establishing businesses to venture into those markets.’ Integration of EAC inherently implies elimination of barriers to free movement of people and services. Such barriers include complex and difficult national laws, high taxes, work permits, bureaucratic and discriminatory tendencies. Such move is expected to give both small and big businesses a competitive edge in the region.

Employment opportunities

Creating opportunities in terms of employment is of critical concern to every country in the world. While developed countries have some strategies to cushion the ordinary citizen against unemployment, the developing and under developed countries are still struggling with the impact of unemployment. The Sub-Saharan Africa is the worst hit as unemployment rate especially that of young people is far beyond economic growth. Integration of EAC would definitely open more opportunities for the growing number of the unemployed youth. 

EAC integration also has positive implications on professionals like Murethi. These professionals are able to cross borders, increasing their employment opportunities. Businesses on the other hand, have a wider field to choose from when recruiting or expanding. Further, the increased competition amongst individuals for these opportunities can lead to much better individual and business performance, which may then be multiplied across the economy.

Equality

Businesses will now be able to establish in other EAC countries and be treated the same as domestic firms. They will be able to bring over their supervisors and managers to work in the established business and will have a right of residence to live in the EAC country in which their business operates. Many service providers can now also supply services from their home country across the border to another EAC country and be treated the same as domestic providers in that country.

Despite the fact the integration of EAC brings with it numerous opportunities, there has been looming fear among some of the member states like Tanzania about which countries are either going to loose or benefit from the single market arrangement. Compared with their counterparts, the business community in Tanzania has not been aggressive enough hence the fear of being outsmarted. Further, there are other underlying challenges that may affect the integration. Let’s address the issue of insecurity. 
Crime and Terrorism
Peace and Security issues are an integral part of the two pillars of the integration process.  Stability of nations is the hallmark of business and almost equated nation’s economic survival. Hon. Beatrice Kiraso, The Deputy Secretary General of the East African Community (EAC) says, ‘instability in one country means instability for others.’ As such, the partner states should work together towards ensuring stability in the region in order to promote trade. 
Despite this call, Somalia question has always lingered on the minds of EAC leaders. The collapse of Somalia in 1990s had a spillover effect in the region: proliferation of small arms, banditry and incursions by fleeing soldiers. The instability has mainly been felt much in North Eastern parts of Kenya. Major Imaana Laibuta, in his 2005 project paper submitted to Institute of Diplomacy and International Studies (IDIS) in partial fulfillment of the requirements for the award of diploma in Strategic Studies says that it is estimated that cattle raids in latter half of 1990’s accounted for more than 1,200 deaths and theft of over 300,000 livestock in the in North Eastern Region. 
The story is not any different today. The instability in Somalia has continued to have its effects to this day. For instance, in July this year, twin  bomb attacks in Uganda killed 74 soccer fans watching the World Cup final on television. Al Shabaab is said to have been behind the attacks. The group claimed that it was sending a message to Uganda and Burundi: “If they do not take out their AMISOM troops from Somalia, blasts will continue, and it will happen in Bujumbura too.
These attacks and signals of threats can immensely affect not only the confidence of investors but also entrepreneurs conducting businesses in the region. Research has shown that unstable political regimes are characterized by lower growth rates than more stable political regimes. Thus instability of any nation within the region can have negative effect on the normal running of business. 
Kenya’s hour of reckoning during post election violence between December 2007 and January 2008 is just by a typical example. Kenya was sneezing, other neighboring countries in the region were already coughing. Business was not as usual. All efforts had to be made to stabilize the country for a great good of the region. 
Bearing in mind the metamorphosis of crime and terrorism, regional co-operation is instrumental in addressing the security challenges facing the region. Of key concern is  piracy against merchants ships in Indian Ocean ferrying commercial cargoes and goods to the region. Other issues include but may not be limited to regional crime, corruption and illegal migration.
The EASTAFRICAN, a Kenyan weekly dedicated exclusively to the news and features coverage of EAC’s events said in its 2010 Issue that a “concerted efforts and action here is indispensable, not just as an end in itself but also a signal to the rest of the wider region.” The rule of law is a key priority which needs to be addressed by the countries concerned.” 
Thus, the stability of nations in the region is just but a must for country’s economic welfare and well being of the citizens. 

PAGE  
5

