DETERMINANTS OF INTRA-EAST AFRICAN COMMUNITY (EAC) TRADE

BY
__________________________________________________________________ - \_Ll_:'SHOANE MAJARA >
MOTIVATION : Table 1 Share of Exports from Africa’s Regional Economic
1. Why do countries trade? Communities
> Scarcity of r.es ™ o REC Member Non-REC member Non-African
~ » No country is totally self-sufficient
~ > African Growth and Opportunity Act (AGOA) Countries African countries countries
initiative (Williams, 2015) RECs 2012 2015 2012 2015 2012 2015

. . . . . . SADC 17. 19. 2. 2. 80. 8
2. Basis of regional integration (African Economic Outlook, 2017) 7:3 9-5 3 / 4 77

» Commodity price shocks and unbalanced trade gains
» Africa’s remedy to high poverty and low levels of economic growth ECOWAS 2.6 Bl 5.0 6.3 87.4 816
» Reap gains from economics of scale and promote industrialisation

IGAD 14.4 12.0 12.8 14.2 72.8 73.8
3. Challenges faced by Africa’s Regional Economic Communities(RECs) COMESA 7.6 1.7 3.4 5.6 89.0 82.7
» 'Trade more with non-African countries UMA 51 3.4 13 2.7 96.6 93.9
ECCAS 0.8 1.5 4.1 4.9 95.1 03.6

CHALLENGES FACED BY EAC: EXPORTS DOMINATED BY RAW MATERIALS

Fizure 1 Burundi’'s Exports and lmports of Prodect Growmps Fizure 2 Kenya's Exports and Ilmports of Produect Growups
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Fizure 3 Pwanda's Exports and lmports of Produect Growps Fizured Tanzama's Exports and Imports of Produect Growps
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Table 5 Uganda’'s Exports and Imports of Product Growps
B Expor ts {iProduct Share 5%} B mponts (Product Share 5] Fizure & South Swdan’'s Exports and Imports of Product Growps
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METHODOLOGY: Gravity Model

i Bip. P
L. Tije =aYi; " D;ij"2 €t 2. LT;j¢ = Lo+ 1LY ;¢ + BoLDIS;; + BsLPOP;j + By LTOTj,
+ BsLFIS;;; + Bg LEXC;;y + B, LINFRA;;s+ BgBORD;; + fo LANG;; + B1o LLAND;;
+,811LEACijt,B12LOTHERijt + gijt
Variables Hausman-Taylor
LogT Coefficients P-Value
TVexogenous
logTOT -1.085 0.000
logFIS 0.042 0.116
logPOP 1.354 0.021
logINFRA 0.173 0.001
TVendogenous
logEXC 0.211 0.053
logY 0.671 0.000
Tlexogenous
LAND -0.132 0.042
LANG 1.198 0.000
EAC 2.153 0.000
OTHER -0.563 0.005
BORD 0.537 0.000
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