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4.1 Introduction
4.1.1 Regional fiscal convergence in COMESA, as in other 
African RECs, is pursued in the context of its program for 
establishing monetary union among its member countries. 
The COMESA program, as well as similar programs of 
other African RECs, is considered the building block for 
an eventual African Economic Community (AEC) envis-
aged by the Abuja treaty signed by the African Heads 
of State and Government in July 1991, and launched 
in 1997. The Abuja treaty envisaged a roadmap for the 
AEC that should lead to the creation of a monetary union 
by 2028, as mapped out in Table 4-1.

Table 4-1: Abuja Treaty – Projected Phases  
of the African Economic Community (AEC) 
Milestone to be Achieved Completion 

date set

(i) Creation of regional blocs in regions 
where such do not yet exist 

1999

(ii) Strengthening of intra-REC integration 
and inter-REC harmonization

2007

(iii) Establishing of a free trade area and 
customs union in each regional bloc 

2017

(iv) Establishing of a continent-wide customs 
union and thus also a free trade area 

2019

(v) Establishing of a continent-wide African 
Common Market or ACM 

2023

(vi) Establishing of a continent-wide eco-
nomic and monetary union (and thus 
also a currency union) and pan-African 
Parliament 

2028

(vii) End of all transition periods 2034

 

4.1.2 The Assembly of Heads of State and Govern-
ment, at their meeting held in Sirte48 in 1999, agreed 
to rationalize and strengthen the RECs and harmonize 
their activities so as to lead to the creation of an African 
Common Market and Monetary Union within a shorter 
timeframe of the stages set in Table 4-1. It is also against 
this background that the Assembly of Governors of the 

48 The Ninth Ordinary Session of the Assembly of Heads of State 
and Government of the African Union held in Accra, Ghana, from 1-3 
July 2007 also called for the acceleration of economic and political 
integration of the African continent, including the formation of Union 
Government for Africa with the ultimate objective of creating the United 
States of Africa

Association of the African Central Banks (AACB) adopted 
the African Monetary Cooperation Program (AMCP) to 
facilitate attainment of the Abuja Treaty’s revised goal 
of establishing AEC by 2021. The AMCP envisages 
the following: harmonization of the monetary coopera-
tion programs of the five AACB sub-regions (Western 
Africa, Eastern African, Southern Africa, Central Africa, 
and Northern Africa); and harnessing the various RECS 
as building blocks with the ultimate aim of evolving a 
monetary union with a common central bank and a sin-
gle currency at the continental level by the year 2021. In 
line with AACB spirit, various RECs are making efforts to 
fast-track their monetary cooperation programs so that 
each of their monetary unions comes into being earlier 
than the year 2021 as follows: EAC in 2015, SADC in 
2016 and the COMESA in 2018.

4.1.3 This chapter reviews the monetary cooperation 
program of COMESA, its history and the current status 
assessment of the fiscal performance and the fiscal mul-
tilateral surveillance framework. As in the earlier chapter, 
trade integration is argued as being an essential adjunct 
of fiscal convergence. The review also assesses the 
current degree of trade integration as given by various 
criteria of trade integration to support the recommenda-
tion in the following chapter to embed trade integration 
program with MFSF. 

4.2  Background 
4.2.1. As shown in Table 4-2 below, COMESA comprises 
19 countries of which four are also members of EAC. 
The SADC has 15 member countries of which eight are 
also members of COMESA and one a member of EAC. 
Given this inter-locking membership and the Tripartite 
Agreement to merge the three RECs, this chapter in-
cludes comparative data for the three regions. These 
three regions combined account for more than half of the 
African population and Gross Domestic Product (GDP). 
Table 4- 2 and 4-3 show the population and GDP levels 
and shares of the members of the three RECs. In the 
COMESA region, Egypt accounts for the largest shares 
of population and GDP, while Seychelles accounts for the 
smallest shares indicating a wide disparity of population 
and incomes.
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Table 4-2: Population Level and Shares of Members of EAC, COMESA and SADC RECs 
COMESA SADC EAC

Country Million Shares Country Million Shares Country Million Shares

Burundi 8.1 1.9% Angola 18.9 10% Burundi 8.1 6.4%

Comoros 0.7 0.2% Botswana 1.8 1% Kenya 35.9 28.1%

Congo DR 64.8 15.3% Comoros 0.7 0% Rwanda 9.8 7.7%

Djibouti 0.8 0.2% Lesotho 2.5 1% Tanzania 40.5 31.8%

Egypt 76.7 18.1% Madagascar 20.8 11% Uganda 33.2 26.0%

Eritrea 5.2 1.2% Malawi 13.9 7% Total 127.5 100.0%

Ethiopia 82.8 19.5% Mauritius 1.3 1%  

Kenya 35.9 8.5% Mozambique 21.2 11%  

Libya 6.3 1.5% Namibia 2.1 1%  

Madagascar 20.8 4.9% Seychelles 0.1 0%  

Malawi 13.9 3.3% South Africa 49.3 25%  

Mauritius 1.3 0.3% Swaziland 1.0 1%  

Rwanda 9.8 2.3% Tanzania 40.5 21%  

Seychelles 0.1 0.0% Zambia 12.0 6%  

Sudan 39.1 9.2% Zimbabwe 11.7 6%  

Swaziland 1.0 0.2% Total 197.8 100%  

Uganda 33.2 7.8%   

Zambia 12.0 2.8%   

Zimbabwe. 11.7 2.8%   

Total 424.1 100.0%  
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Table 4-3: Amount and Shares of Combined GDP of EAC, COMESA and SADC RECs
COMESA SADC EAC

Country Amount Shares Country Amount Shares Country Amount Shares

Burundi 1.3 0.3% Angola 68.8 15.1% Burundi 1.3 1.7%

Comoros 0.5 0.1% Botswana 11.6 2.6% Kenya 32.7 42.3%

Congo DR 11.1 2.5% Comoros 0.5 0.1% Rwanda 5.2 6.8%

Djibouti 1.0 0.2% Lesotho 1.6 0.4% Tanzania 22.3 28.9%

Egypt 188.0 42.0% Madagascar 8.6 1.9% Uganda 15.7 20.3%

Eritrea 1.9 0.4% Malawi 4.6 1.0% Total 77.3 100.0%

Ethiopia 32.3 7.2% Mauritius 8.8 1.9%

Kenya 32.7 7.3% Mozambique 9.8 2.2%

Libya 60.4 13.5%99 Namibia 9.5 2.1%

Madagascar 8.6 1.9% Seychelles 0.8 0.2%

Malawi 4.6 1.0% South Africa 287.2 63.2%

Mauritius 8.8 2.0% Swaziland 3.0 0.7%

Rwanda 5.2 1.2% Tanzania 22.3 4.9%

Seychelles 0.8 0.2% Zambia 13.0 2.9%

Sudan 54.7 12.2% Zimbabwe 4.4 1.0%

Swaziland 3.0 0.7% Total 454.4 100.0%

Uganda 15.7 3.5%

Zambia 13.0 2.9%

Zimbabwe 4.4 1.0%

Total 447.9 100.0%

4.3 Evolution of COMESA Monetary Program:
4.3.1 The mandate to set up a Monetary Union in COME-
SA is derived from Article 4 (4) of the COMESA Treaty 
signed in Kampala, Uganda on 5th November 1993, 
which states that the COMESA Member States shall “in 
the field of monetary affairs and finance, co-operate in 
monetary and financial matters and gradually establish 
convertibility of their currencies and a payments union 
as a basis for the eventual establishment of a monetary 
union”. This mandate is further reinforced in Articles 76-
78 which respectively deal with the COMESA Monetary 
and Fiscal Policy Harmonization (MFHP), the Establish-
ment of Currency Convertibility, and the Formation of 
an Exchange Rate Union. The primary objective of this 
program is to create a common area of monetary and 
financial system stability which will facilitate integration 

of the financial markets in particular and economic in-
tegration in particular.

4.3.2 The new program considered fiscal and monetary 
discipline as the overriding principle for achieving macro-
economic convergence by requiring member countries 
to fulfill a set of 13 convergence criteria, categorized 
as either “primary” or “secondary”, in three stages by 
2018 (Table 4-4). However, among these criteria, greater 
emphasis is placed on fiscal convergence. Of the four 
primary criteria, three (including inflation as at least par-
tially reflecting the fiscal policy stance) relate to fiscal 
performance, two of the nine secondary criteria also are 
fiscal criteria, with the rest relating to financial sector and 
growth and investment. 
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Table 4-4: Revised Monetary Cooperation Programme of COMESA
Stage 1 (Year 2005-2010)

Primary Criteria

(i) Overall budget deficit/GDP ratio (excluding grants) of not more than 5%;

(ii) Annual average inflation rate not exceeding 5%;

(iii) Minimize the central bank financing of the budget towards 0% target; and

(iv) External reserves of equal to or more than 4 months of imports of goods and non-factor services.

Secondary Criteria

(i) Achievement and maintenance of stable real exchange rates;

(ii) Achievement and maintenance of market based positive real interest rates;

(iii) Achievement of sustainable real growth rate of real GDP of not less than 7.0%;

(iv) Sustained pursuit of debt reduction initiative on domestic and foreign debt. i.e. reduction of total debt as a ratio of GDP to a 
sustainable level;

(v) Total domestic revenue to GDP ratio of not less than 20%;

(vi) Reduction of current account deficit (excluding grants) as a % of GDP to sustainable level;

(vii) Achievement and maintenance of domestic investment rate of at least 20%;

(viii) Implementation of the 25 Core Principles of Bank Supervision and Regulation based on agreed Action Plan for Harmoniza-
tion of Bank Supervision for the COMESA region; and

(ix) Adherence to the Core Principles for Systematically Important Payments Systems, by modernizing the payment and settle-
ments system.

Stage Two (2011-2015)

Primary Criteria

(i) Overall budget deficit/GDP ratio (excluding grants) not exceeding 4%;

(ii) Annual average inflation rate of not more than 3%;

(iii) Elimination of the central bank financing of the budget deficit; and

(iv) External reserves of equal to or more than 5 months of imports of goods and services.

Secondary Criteria 

Same as in Stage I

Stage III. (2016-2018) 

Primary Criteria

(i) Overall budget deficit/GDP ratio (excluding grants) not exceeding 3%

(ii) Annual average inflation rate not exceeding 3%;

(iii) Elimination of central bank financing of the budget deficit; and

(iv) External reserves of equal to or more than 6 months of imports goods and services.

Secondary Criteria

Same as in Stage I
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4.3.3 The Fiscal Surveillance Framework (FSF)

4.3.3.1 The FSF, of course, is a part of COMESA’s overall 
macroeconomic surveillance mechanism. In this section 
we have “adopted” that mechanism to illustrate how 
fiscal developments in COMESA region are monitored 
and how fiscal convergence criteria are observed and 
enforced. As concerns the institutional framework, there 
are three regional organs having the power to take deci-
sions on fiscal surveillance, i.e. the Authority of Heads 
of State and Government, the Council of Ministers, and 
the Committee of Governors of Central Banks. The other 
main organs concerned with fiscal surveillance are the 
COMESA Secretariat, and the Finance and Monetary 
Affairs Committee (CFMA). 

4.3.3.2. The Committee of Governors of Central Banks 
is empowered under the Treaty to, among other respon-
sibilities, monitor and ensure the proper implementation 
of the Monetary and Financial Co-operation programs. 
The CFMA, in turn, is responsible for monitoring imple-
mentation of the program, preparing comprehensive 
reports on fiscal developments and observance of con-
vergence criteria by member countries, and then making 
recommendations to the Council and the Committee 
of Governors of Central Banks. The latter then makes 
the recommendations to the Council of Ministers for 
further action.

4.3.3.3. The multilateral surveillance concerning the 
progress in achieving convergence is carried out under 
a decision of the Council of Ministers in 2004 which 
states that:

 Î Member countries continue implementing economic 
reform policies with a view to attaining greater mac-
roeconomic convergence, and 

 Î Analysis of whether macroeconomic convergence is 
being attained should be presented in future country 
cooperation meetings.

4.3.3.4 Observations on fiscal criteria and surveillance 
mechanism

4.3.3.4.1 Fiscal Convergence Criteria:

4.3.3.4.1.1 In the present framework, the number of 
overall convergence criteria, at 13, is just too large to 
monitor. This diverts focus from fiscal convergence cri-
teria, especially as the body responsible for surveillance 
is the Committee of Central Bank Governors, and the 
Treaty provides no direct responsibility to the Ministers 
of Finance for regional surveillance. Because the AMCP 
was also conceived by the central bankers, it is also no 
surprise that in terms of numbers, financial convergence 
criteria outnumber the fiscal criteria. 

4.3.3.4.1.2 It was argued earlier that, to serve their pur-
pose, convergence criteria should be precisely defined, 
should primarily provide tests of compatibility of the 
economies of partner states, should be comprehensive, 
and should not be meant as a test of national policy 
objectives, however desirable they may be, and are best 
included in national convergence programs Many of the 
COMESA convergence criteria do not meet the above 
test of effectiveness, and are either more policy aspira-
tions than tests of compatibility, or are incapable of being 
precisely defined and measured. The distinction between 
primary and secondary fiscal criteria is also not explained. 
If both types of these criteria are required to bring about 
the needed compatibility between the economies of 
member countries, there should be equal emphasis on 
their fulfillment and the distinction is unhelpful. 

4.3.3.4.1.3 COMESA criteria concerning inflation, govern-
ment budget deficit, and central bank credit to Govern-
ment replicate the numerical value of the EMU criteria, 
but it is not clear how and why criteria prescribed for 
industrialized countries be relevant for COMESA. In the 
case of inflation the 3% annual rate is now challenged 
even for industrial countries, as recently argued by Mr. 
Blanchard, Economic Councilor at the IMF. Some other 
economists have also suggested that inflation, so long as 
it is limited to single digits, may not be harmful to growth 
or macroeconomic stability in developing countries and 
may in fact be helpful. The same consideration applies to 
the budget balance criterion of 3 % of GDP, and zero net 
credit from the central bank. While these criteria may be 
appropriate for industrial countries whose infrastructure is 
well developed, and credit markets equipped to finance 
government requirements, in COMESA countries there is 
substantial need to develop and invest in infrastructure 
development and where financial markets are still nei-
ther able nor willing to meet government requirements 
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(including short-term seasonal requirements). They may 
therefore need some “fiscal space” in the form of larger 
budget deficits and some credit from the central bank 
to meet those requirements. Thus the present criteria 
may be too restrictive and counterproductive. 

4.3.3.4.1.4 The justification for excluding foreign grants 
from budget balance is weak as these receipts have their 
counterpart in budget expenditures which, if included, 
will exaggerate the deficit, and if they are to be excluded 
may be difficult to identify fully to permit complete offset. 
Moreover, in so far as these grants have counterpart 
expenditure they are more or less neutral in influencing 
the size of the budget deficit. Many member countries 
of COMESA are heavily dependent on foreign grants to 
balance their budgets. In these countries, the exclusion 
of grants from the definition of deficits exaggerates the 
dimension of the deficit and may adversely influence 
private expectations regarding the soundness of the 
fiscal situation and the task facing the authorities in 
reducing the deficit to the level of the convergence cri-
terion. For example, in the case of Burundi, Congo DR, 
Malawi, and Rwanda the difference between the deficit 
excluding grants and including grants is as much as 10 
percentage points of GDP, and for Zambia 4 percentage 
points of GDP. 

4.3.3.4.1.5 Convergence criteria for government deficit 
carry implications for the debt as ratio of GDP (or vice 
versa). In the case of COMESA, the debt criterion is 
accorded “secondary” status and has no quantitative 
limit; rather it is expressed as “reduction of total debt as 
a ratio of GDP to sustainable level”. Such a formulation 
does not meet the test of precise definition and thus 
is not an effective convergence criterion and does not 
provide any guideline for member countries to follow. 
It is worthwhile to note that most of these countries in 
Sub-Saharan Africa have benefitted from the debt restruc-
turing and debt forgiveness facilities provided under the 
World Bank and IMF umbrella that has brought their debt 
levels to significantly below any sustainable minimum. 
Hence there could be the temptation to resort to credit 
markets and run up large debt liabilities. The present 
qualitative criterion does not provide any guidelines as 
to the debt management policies in member countries 
and, as it is presently set, is no guarantee for bringing 
about debt-convergence.

4.3.3.4.2 The Fiscal Surveillance Process

4.3.3.4.2.1 The Decision of the Council of Ministers on 
multilateral surveillance (paragraph 4.3.1.3.3 above) does 
not formally oblige member countries to submit reports 
on their progress in implementing the convergence pro-
gram, nor does it, or the body responsible for reporting 
progress, prescribe a particular “harmonized” format 
in which the reports should be prepared by member 
countries49. Nevertheless, all countries are requested by 
COMESA Secretariat to submit each year one report on 
the implementation status of performance in respect of 
macroeconomic criteria (which include the above fiscal 
criteria). The report should contain an explanation on 
whether targets were met and, if not, explain why. 

4.3.3.4.2.2 The Council Decision also does not expect 
that the reports from CFMA would contain specific rec-
ommendations regarding individual country programs. 
The Treaty and the Decision of the Council of Ministers 
are silent as to what actions should follow in case indi-
vidual countries significantly divert from the convergence 
path50. The reports submitted by the CFMA have varied 
in coverage of both countries and convergence criteria 
covered, and contain only general conclusions or recom-
mendations that have little operational value. As a result, 
the surveillance mechanism is very weak – the principle is 
to often urge lagging member countries to “pull up their 
socks”. Even at the council and summit level, there are 
no strict decisions made in respect of performance of 
each individual country. For example, the 2008 report did 
not contain information on two of the member countries, 
and missed information on some convergence criteria 
for other countries51.

49 Apparently, the normal procedure is for the COMESA Secretariat 
to send annually a questionnaire to every country to fill and send back 
to the Secretariat for compilation. But, in general, either countries do 
not reply or fill it only partially. It is also not clear whether all countries 
follow the same definitions.
50 In the transition interval, convergence criteria or end-period criteria 
and hence it is difficult to judge when a country is not respecting the 
criteria, even though they may be above the end-period criterion.
51 For example, the conclusions relating to fiscal and trade areas 
agreed to by the Committee of Central Bank Governors at their meeting 
to discuss the report on progress towards convergence in COMESA 
in October 2009 in Mauritius were general as follows: 

 Î Member countries should continue to move towards macro-
economic convergence, which takes into account poverty 
reduction strategies that target growth and equitable distribu-
tion of benefits of growth in order to achieve the Millennium 
Development Goals. 
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4.3.3.4.2.3 Perhaps the greatest weakness of the sur-
veillance process is the (Treaty-determined) absence of 
the Ministers of Finance from the surveillance process. 
Although a Committee of Ministers of Finance exists, 
it is not Treaty-based, and the Committee apparently 
meets infrequently and with an agenda that may not 
be convergence-focused. It is also not clear that the 
Committee of Central Bank Governors have sufficiently 
emphasized the importance of fostering robust PFM sys-
tems at the country level, or taken any measures to assist 
countries in that direction. As a result, the foundation of 
the surveillance process remains weak, given that (as is 
shown below) the national PFM systems have several 
gaps and fiscal rules, where adopted, remain “soft”.

4.4 Fiscal Performance of COMESA Member 
Countries

4.4.1. Reflecting the above weaknesses in the MFSF, the 
performance of member states of COMESA in respect 
of the established inflation (as partly reflecting fiscal 
performance) and fiscal convergence criteria has been 
mixed, as is described in the ensuing paragraphs.

4.4.2 Inflation: Table 4-7 traces price developments in 
COMESA member countries. The present convergence 
criterion dictates that during the first stage (2005-2010) 
of the program the inflation rate should not exceed 5% 
by 2010. As seen in the Table, this criterion is far from 
being fulfilled by a vast majority of member countries. 
The average annual rate for COMESA as a whole was 
13.8% in 2009 – a year when most of the rest of the 
world had recessionary impact on prices – with only five 
countries recording price increases of 5% or less while 11 
countries had double digit inflation. There appears to be 
significant improvement in 2010 when the IMF projects for 
COMESA countries an average price increase of 8.1%, 
with six countries meeting the COMESA convergence 

 Î It is necessary that government spending be reallocated into 
priority areas such as education and health and away from 
non-productive, non-priority spending, as well as from areas 
where a rationale for public intervention does not exist. 

 Î Medium-term fiscal consolidation is necessary to preserve 
price stability, prevent an erosion of external competitiveness 
and avert the unsustainable debt dynamics that can jeopardise 
the economy’s growth prospects.

 Î Trade integration should be pursued with renewed vigour. Such 
an improvement would necessarily result in the quest for an ef-
ficient payment and settlement system which would ultimately 
enhance the monetary integration agenda of COMESA.

criterion, but still four countries recording double digit 
inflation. This experience underscores the point made 
earlier that the 5% target may be too restraining, if not 
unrealistic, in the short- to medium-term.

4.4.3 Budget Deficit-to-GDP criterion: This convergence 
criterion stipulates that the budget deficit (excluding 
grants) should not exceed 5% of GDP in the first stage of 
the Program. There have been slippages in the perform-
ances of member countries regarding attainment of this 
criterion also. The trend in overall fiscal balance measured 
as percentage of GDP is not encouraging for most of the 
countries in COMESA (Table 4-5), increasing to as high 
as over 20% for a number member countries. In fact, 
the average level of budget deficit for COMESA is about 
the same in 2010 as it was in 2005. For the years 2009 
and 2010, average COMESA deficit (excluding Libya) 
was 8.0% and 9.6% of GDP, with countries recording 
deficits of 5% or less being 4 and 5 in number respec-
tively. The average deficit, as well as the number (5) of 
countries recording deficit of 5% or lower, in 2009 is the 
same as in the period 2000-200452. Again this underlines 
the need for prescribing realistic, though economically 
sound, criteria in terms of both their quantification and 
time period for realization to ensure compliance. 

4.4.4 Debt-to-GDP criterion: As mentioned earlier, this 
criterion has no quantitative ceiling and is assigned the 
secondary criterion status. Most of these countries have 
benefitted from international efforts to restructure and 
forgive debts of developing countries under the aegis of 
the IMF and the World Bank. The reduction of the debt 
ratios in COMESA reflects those actions rather than an 
effective debt management policy of COMESA countries. 
Thus the average debt ratio that had already been re-
duced to about 47% in 2005 has been reduced further 
to only 39% in 2009. Despite the lower debt ratios, the 
longer-term debt sustainability analysis by the IMF for 
many of these countries puts them in the high risk and 
medium-risk categories (see below) which underlines the 
need for effective, value and time-bound convergence 
criteria in the context of MFSF.

52 N. Mutoti and D. Kihangire., COMESA: Issues in COMESA Monetary 
Harmonisation Programme (Chapter 2-Macroeconomic Convergence).  
The writers also conclude that “fiscal policy convergence and thereby 
fiscal harmonization has not yet been in sight”.
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4.4.5 Government revenue: As a “secondary” criterion, 
this convergence requirement stipulates that govern-
ment revenues reach 20% of GDP by 2010. The need 
for this criterion arises from the fact that this ratio for 
COMESA countries is generally well below the average 
for developing countries, and that social and investment 
needs in the public sector demand that this ratio be 
raised significantly. Coincidentally, the average revenue 
ratio in 2009 was 21.7 (including Libya with 59.2) and 
19.6 (excluding Libya)53. However, this is the result of 

53 Ibid. The corresponding ratios in 2000-2005 were 22 and 21.5 
respectively

three countries (Djibouti, Seychelles, Swaziland) having 
ratios over 30%; in fact 11 COMESA countries recorded 
ratios below 20% in 2009, underscoring the need to 
pursue this criterion more pro-actively, by assigning it 
the “primary” status. A side advantage of this change 
could be that the countries would need to review their 
taxation system to increase its elasticity. 

Table 4-5: COMESA: Government Deficit, 2005-2010
(Percentage of GDP)

 Excluding Grants  Including grants

Country 2005 2006 2007 2008 2009 2010 2005 2006 2007 2008 2009 2010

Burundi -16.8 -19.3 -19.8 -25.6 -20.7 -31.1 -5.1 -1.4 1.0 -0.7 60.1 -3.1

Comoros -4.2 -7.6 -9.7 -13.0 -8.8 -8.8 0.1 -2.6 -2.0 -2.5 0.8 4.9

Djibouti -2.5 -2.6 1.3 -4.9 -0.5

Congo -15.5 -7.9 -4.8 -6.3 -11.7 -15.4 -10.3 -1.2 -2.5 =3.0 -4.2 =3.5

Egypt -9.2 -7.5 -7.8 -7.0 -8,2

Eritrea -31.5 -18.2 -18.8 -24.0 -17.2 -21.1 -22-2 -14.1 -15.7 -21.1 -14.7 -14.6

Ethiopia -8.7 -7.4 -8.0 -6.9 -6.o -6.2 -4.7 -3.8 -3.6 -2.9 -o.9 -1.5

Kenya -3.0 -3.6 -4.0 -5.0 -6.2 -7.5 -1.7 -2.5 -2.8 -3.9 -5.3 -6.6

Libya 33.1 33.3 30.3 9.4 13.3 14.2

Madagascar -10.5 -10.3 -7.0 -6-4 -4.2 -1.5 -4.8 57.6 -2.7 -1.9 -3.1 -0.9

Malawi -13.4 -14.4 -17.9 -17,1 -14.9 -10.9 -1.3 2.9 -4.5 -5.2 -5.8 0.3

Mauritius -0.6 -0.1 -0.1 -2.5 -4.4 -4.7 -0.3 0.3 0.1 3.5 -3.4 0.1

Rwanda -10.6 -9.6 -10.6 -10.0 -13.1 -12.1 09 0-2 -1.7 1.0 -2.3 1.6

Seychelles 0.7 -7.6 -9.0 -1.0 1.6 -3.5 1.7 -6.2 -8.7 2.3 5.0 -0.3

Sudan -4.3 -5.4 -1.4 -4.7 -3.7 -4.6

Swaziland -3.6 6.5 7.0 0.5 -7.1 -13-3 -2.6 7.4 7.5 1.0 -6.6 -12.7

Uganda -8.1 -6.3 -6.8 -6.7 -5.4 -5.0 -06 -0.9 -1.3 -3.0 -2.1 -2.5

Zambia -8.3 -6.2 -5.9 -5.2 -6.4 -6.7 -2.8 20.2 -1.3 -1.5 -3.2 -2.7

Zimbabwe -12.8 -4.7 -5.1 -4.0 -3.8 -11.5 -9.6 -3.6 -4.1 -3.1 -2.7 -1.9

COMESA 9.5 * 8.0* 9.6* 

Source: IMF- Regional Economic Outlook, Sub-Saharan Africa, October 2010.

* Excludes Libya
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Table 4-6: COMESA: Government Revenue, 2005-2010 
(Percentage of GDP) 

Country 2005 2006 2007 2008 2009 2010

Burundi 20.0 18.9 18.8 18.5 18.6 18.3

Comoros 15.7 13.6 12.7 13.1 13.9 14.3

Djibouti 31.1 30.2 28.8 30.6 30.o

Congo 11.4 12.8 14.7 18.5 16.8 19.2

Egypt 28.2 27.2 27.6 27.0 23.8

Eritrea 26-9 23.0 21.12 18.2 13.1 13.0

Ethiopia 14.6 14.8 12.7 12.0 12.0 13.4

Kenya 21.2 21.1 22.0 22.1 22.8 23.0

Libya 64.1 66.0 70.1 64.7 59.2

Madagascar 10.9 11.2 11.7 13.3 11.1 10.5

Malawi 19.2 17.7 19.4 20.9 22.3 25.3

Mauritius 18.9 18.6 17.7 19.9 21.3 21.5

Rwanda 12.5 12.1 12.3 14.9 12.8 12.8

Seychelles 41.1 42.0 32.2 32.4 35.4 30.3

Sudan 20.5 20.0 21.3 15.2 17.1

Swaziland 32-3 40.0 30.3 30.2 36.8 26.9

Uganda 12.2 12.5 12.6 12.8 12.5 12.7

Zambia 17.6 17.2 18.4 18.6 18.0 17.2

Zimbabwe 18.3 10.5 4.0 3.3 20.2 34.0

COMESA 20.0

Source: IMF- Regional Economic Outlook, Sub-Saharan Africa, October 2010.
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Table 4-7: COMESA: Inflation and Public Debt, 2005-2010
Inflation Public Debt

Country 2005 2006 2007 2008 2009 2010 2005 2006 2007 2008 2009 2010

Burundi 13.5 2.7 8.3 24.4 10.7 7.2 182 159.6 150.5 134.3 24.8 28.3

Comoros 3.0 3.4 4.5 4.8 4.8 2.6 67.7 73.4 61.2 49.7 48.4 43.3

Djibouti 3.1 3.5 5.0 12.0 1.7 3.9 56.8 63.6 60.2 59.7 58.8

Congo 21.4 13.2 16.7 18.0 46.2 26.2 152.5 122.1 1105.1 115.9 124.5 118.4

Egypt 8.8 7.6 9.5 18.3 11.7 10.9 98.8 87.1 76.6 76.2 74.2

Eritrea 12.5 15.1 9.3 19.9 54.7 20.5 65.7 60.9 66.2 59.3 53.7 47.6

Ethiopia 6.8 12.3 15.8 25.3 36.4 2.8 48.2 36.7 11.3 10.7 12.7 20.1

Kenya 9.9 6.0 4.3 16.2 9.3 4.1 28-9 24.4 21.5 21.0 23.4 23.5

Libya 2.9 1.4 6.2 10.4 2.8 4.5 0.9 0 0 0 0

Madagascar 18.4 10.8 10.4 9.2 9.0 9.0 69.8 29.5 25.4 23.8 26.7 29.2

Malawi 15.5 13.9 7.9 8.7 8.4 8.0 108.3 14.4 14.4 16.0 17.7 19.0

Mauritius 4.9 9.0 8.8 9.7 2.5 2.5 13.1 12.6 11.5 8.8 9.5 12.8

Rwanda 9.1 8.8 9.1 15.4 10.4 6.4 63.0 17.1 16.8 15.2 16.7 19.1

Seychelles 0.6 -1.9 5.3 37.0 31.8 -2.4 36.7 23.4 28.1 38.4 41.7 33.0

Sudan 8.5 7.2 8.0 14.3 11.3 10.0 89.3 82.3 69.8 80.6 71.4

Swaziland 4.8 5.3 8.2 13.1 7.6 6.2 12.3 11.7 12.5 11.8 12.7 13.6

Uganda 8.0 6.6 6.8 7.3 14.2 9.4 47.9 44.8 12.3 12.1 14.7 16.4

Zambia 18.3 9.0 10.7 12.4 13.4 8.2 56.8 4.9 8.4 7.3 9.4 8.4

Zimbabwe 6.5 4.7 44.6 43.3 42.1 42.9 33.5 23.3

COMESA 13.8 8.1 46.4 38.7

Source: IMF- Regional Economic Outlook, Sub-Saharan Africa, October 2010.

4.5 Budgetary practices
Budget process covers at least seven key areas that 
are most relevant for budgeting. These are: (i) budget 
timelines, (ii) budget formulation, (iii) parliamentary over-
sight, (iv) budget execution, (v) fiscal transparency, (iv) 
off-budget spending, and (vii) aid management. Owing to 
insufficient information obtained during the field missions 
conducted in some selected countries, this section only 
focuses on the budget practices and procedures relating 
to two of the seven key areas of the budget process. 
These are budget practices and procedures relating to 
fiscal transparency, and budget formulation. This section 
provides information on whether or not the countries 
under review conduct their fiscal policies in the context 
of medium-term macroeconomic and fiscal framework, 

and consider their impact on budget formulation. The 
information obtained from the field missions was used to 
frameworks, as well as within the limits of any fiscal rules, 
and how often these frameworks are revised complement 
that which was obtained from literature review, includ-
ing those from The Collaborative Africa Budget Reform 
Initiative (CABRI)54 survey55, the IMF and the OECD:

54 CABRI is a pan-African network of senior budget officials in minis-
tries of finance and/or planning, created as a platform for its members 
to share experiences on budget reform programs and to contribute 
towards the efficacy of public finance management in Africa.
55 The survey was filled in through an online platform by Ministry of 
Finance officials in participating countries, and the data gathered on 
African countries went through a peer review process that involved 
the CABRI Secretariat, the LSE team and country experts.



58 FACILITATING MULTILATERAL FISCAL SURVEILLANCE IN MONETARY UNION CONTEXT WITH FOCUS ON COMESA REGION

4.5.1 Transparency and Accountability

4.5.1.1 Budgets are the single most important policy 
document of governments all over the world. In this 
respect, budget transparency, defined as the full dis-
closure of all relevant fiscal information in a timely and 
systematic manner, is taken as governance practice 
that leads to better economic and social outcomes. A 
number of initiatives have therefore been undertaken at 
the international level to promote budget transparency 
practices. The IMF’s Code of Good Practices on Fiscal 
Transparency56 and the OECD Best Practices for Budget 
Transparency are such examples. 

4.5.1.2 The IMF’s Code of Good Practices on Fiscal 
Transparency adopted in 1998 is based on a hierarchy 
of the following principles and practices:

(i) Clarity of Roles and Responsibilities – Roles and 
responsibilities within government and between 
different levels of government should be clear, with 
a clear definition of the boundary between the gov-
ernment and the private sector. There should be a 
clear legal and administrative framework for fiscal 
management. 

(ii) Public Availability of Information – The public should 
be provided with full information on the past, cur-
rent, and projected fiscal activities of government. 
Governments should make a public commitment to 
the timely publication of fiscal information.

(iii) Open Budget Preparation, Execution and Report-
ing – Budget documentation should specify fiscal 
policy objectives and the macroeconomic frame-
work. Budget data should be presented in a way 
that promotes accountability. Procedures for the 
execution and monitoring of approved expenditures 
should be clearly specified. Fiscal reporting deals 
with budget process, and thus goes to the core of 
fiscal transparency

56 Implementation of the Code by the IMF placed no obligation 
on countries to adhere to it. The IMF however encourages its 181 
member countries to improve fiscal transparency by meeting the 
requirements of the Code. The Fund has taken a number of steps 
to support implementation including the preparation of a Manual on 
Fiscal Transparency.

(iv) Independent Assurances of Integrity – The integrity 
of fiscal information should be subject to public and 
independent scrutiny. A national audit body should 
be appointed by the legislature with the responsibility 
to provide timely reports to the legislature and public 
on the financial integrity of government accounts

4.5.1.3. The OECD Member countries on the other hand 
in 1999 produced the OECD Best Practices for Budget 
Transparency as a reference tool for Member and non-
member countries to use in order to increase the degree 
of budget transparency in their respective countries. The 
Best Practices are in three parts:

(i) Principal budget reports that governments should 
produce and their general content. 

(ii) Specific disclosures to be contained in the reports 
including both financial and non-financial perform-
ance information. 

(iii) Practices for ensuring the quality and integrity of the 
reports. 

4.5.1.4. A review of countries’ Report on Fiscal Trans-
parency (also referred to as Report on Observance of 
Standards and Codes) by the IMF shows that a few of 
the countries belonging to the three RECs under review 
in this study have been assessed. Table 4-8 provides a 
summary of those assessments.
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Table 4-8: Report on Fiscal Transparency for Assessed Countries in EAC, COMESA and SADC
Country Clarity of Roles and 

Responsibilities
Public Availability of 
Information

Open Budget Prepara-
tion, Execution and 
Reporting

Independent Assurances 
of Integrity

1. Kenya Clearly defined in law 
and practice. However, 
the blurred line between 
general government and 
the rest of the public 
sector makes it difficult to 
accurately establish the full 
extent of extra-budgetary 
spending or to clearly de-
fine general government. 
Also, the very limited cov-
erage of the Government 
Financial Management Act 
(GFMA) has weakened the 
Ministry of Finance’s ability 
to ensure adherence to 
financial regulations.

Progress in developing the 
MTEF has contributed to 
an annual budget process 
that is generally open. The 
medium-term fiscal objec-
tives are clearly stated in 
budget documents but 
there is no analysis of con-
tingent liabilities, in particu-
lar those related to govern-
ment pension schemes. 
Improvements are visible 
in revenue administration, 
cash-flow planning, and 
procurement. However, the 
accounting and reporting 
system is still evolving and 
data sharing and coordi-
nation is lacking, and the 
internal audit function is 
weak.

Fiscal information on 
central government is fairly 
comprehensive and readily 
available to the public but 
there is no “citizen’s guide” 
to the budget. Local 
government reports are 
untimely, but local authori-
ties have begun to hold 
public hearings on their 
budgets to enhance local 
community involvement

The Kenyan National Audit 
Office (KENAO) is independ-
ent of the executive. The 
timeliness in the submis-
sion of audit reports has 
improved but backlogs per-
taining to local governments 
persist. Reviews of audit 
reports by Parliament are 
still conducted with delays 
of 3-4 years, which dilutes 
their effectiveness.

2. Malawi The Public Finance 
Management Act (PFMA) 
specifies the responsibili-
ties and requirements of 
government, and those 
of the Minister of Finance, 
together with the powers 
he may delegate to senior 
officials.

 Î Fiscal information to 
Parliament is now 
more elaborate but 
budget documents do 
not provide a compre-
hensive coverage of 
fiscal activity

 Î Information on total 
defense and security 
expenditure not avail-
able.

 Î Fiscal transparency 
of local government 
remains weak

 Î Tax legislation remains 
partly outdated and 
fragmented

 Î Critical weaknesses 
in fiscal data quality 
remain.
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Country Clarity of Roles and 
Responsibilities

Public Availability of 
Information

Open Budget Prepara-
tion, Execution and 
Reporting

Independent Assurances 
of Integrity

3. Rwanda  Î The coverage of the 
central government 
budget is restricted to 
central government 
excluding the pension 
fund

 Î The fiscal responsibili-
ties of lower levels of 
government are speci-
fied in law

 Î The budgets of dis-
tricts are not consoli-
dated at central level

 Î Not all central govern-
ment spending is 
included in the annual 
budget.

 Î The privatization proc-
ess is transparent

 Î The budget docu-
ments presented to 
parliament cover most 
central government 
fiscal activities, but do 
not provide revenues 
and expenditures of 
general government.

 Î The budget docu-
ments provide parlia-
ment with a medium-
term analysis of the 
main budget targets 

 Î Defense expenditures 
are treated in some 
detail in the budget 
documentation.

 Î Information on con-
tingent liabilities is not 
reported.

 Î Estimates of tax ex-
penditures and quasi-
fiscal activities are not 
published.

 Î There are no formal 
commitments for 
regular publication of 
fiscal data and

 Î advance release date 
calendars are not an-
nounced

 Î The annual budget 
has traditionally 
focused on financial 
compliance, but in re-
cent years, a program 
budget approach has 
been initiated.

 Î The recurrent and 
development budgets 
are not integrated.

 Î The domestic bal-
ance and the overall 
balance of central 
government are the 
main indicators of the 
fiscal position.

 Î Medium-term projec-
tions of each expendi-
ture program are pre-
pared in the context of 
the MTBF

 Î The main fiscal risks 
are not fully disclosed 
in the budget docu-
mentation.

 Î Internal audit in 
spending ministries is 
weak and focuses on 
pre-audit of documen-
tation.

 Î Statements of ac-
counting policy are not 
included in the budget.

 Î The data on which the 
annual budget projec-
tions are based are 
generally reliable for 
revenues and recurrent 
spending

 Î Regular reconciliation 
of all government bank 
accounts reveals dis-
crepancies between the 
monetary accounts and 
fiscal accounts.

 Î The quality of expen-
ditures recorded in 
monthly flash reports 
is undermined by 
recording transfers as 
expenditures.

 Î External scrutiny of 
macroeconomic models 
and assumptions un-
derlying the budget are 
not carried out.

4. Uganda  Î public enterprises 
divested thereby 
reducing scope for 
conducting off-budget 
quasi-fiscal operations

 Î Extended budget-
ing framework to 
cover district and local 
government budget 
process

 Î Granting of discretion-
ary tax exemptions 
eliminated through 
modification of in-
come, customs and 
value added tax laws

 Î Quarterly, semiannual 
and annual reports on 
the outturn of the cen-
tral government now 
available on govern-
ment website

 Î Aggregated final 
accounts for local 
government compiled

 Î Enactment of budget 
2001 led to increased 
participation of legisla-
ture in fiscal manage-
ment

 Î Budget data has 
become increasingly 
reliable

 Î Has reformed the ten-
der board and passed 
new procurement law

 Î Output oriented budg-
eting started

 Î Technical capacity in 
auditing functions of 
government have been 
enhanced by increas-
ing budget resources 
and hiring of external 
auditors

 



61CHAPTER 4: REVIEW OF PROGRESS TOWARDS FISCAL CONVERGENCE IN COMESA

4.5.1.5. Table 4-8 shows that most countries in the three 
RECs have legislations and regulations such as the Public 
Finance Management Act, the Public Procurement Act 
and the Public Audit Acts that guide the fiscal manage-
ment to ensure transparency and accountability in their 
respective countries. These are good budget practices 
as they are in line with the international best practices. 
The major challenge however is in the implementation 
of such laws and regulations to the letter.

4.5.2 Medium Term Frameworks and Medium-Term Plans

4.5.2.1 Budgeting reforms in COMESA, EAC and SADC 
have led to a significant shift from planning and approving 
budgets for one year at a time, to a multi-year perspective. 
Consequently, most member countries have adopted one 
or more of the medium-term frameworks (MTMEF, MTFF, 
MTBF, and MTEF), although their depth of application 
varies a lot. The objective of adopting MTEF, MTMEF 
and MTBF was to introduce better alignment between 
policies, planning and resources. These frameworks 
have the following key characteristics:

(i) Set out the macro-fiscal framework for the com-
ing three years, review government fiscal policy 
objectives, and provide expenditure ceilings for the 
operational and development budgets by Vote.

(ii) Set the allocation of resources and expenditure 
priorities line with National Development Plans (both 
the long-term planning documents such as Vision 
2030 in the case of Kenya, Rwanda and Namibia 
as well as the medium.term plans (MTPs).

(iii) The MTEF is supported by MTPs prepared for each 
Vote. The MTPs set out, for each Vote, the total 
resources allocated to each Program, the main ac-
tivities to be carried out under each Program, and 
how the Programs will help to achieve the ministries’ 
objectives which contribute to the overall national 
development objectives. The expenditure plans are 
linked to socio-economic variables in the PEMP.

(iv) The MTEF covers a period of three years and should 
be revised every year. It thus serves the purpose of 
three year rolling budget and also an annual budget. 
The Votes also include statements on financial op-

erations of some special funds and state-owned 
enterprises falling under the respective ministry.

(v) The MTEF is regarded as the main budget document, 
and detailed information on the budget estimates is 
presented in the accompanying books – Estimates 
of Revenue and Expenditure and the Three-Year 
Rolling Development Budget.

4.5.2.2 For a significant number of countries, medium-
term projections of each expenditure program are pre-
pared in the context of the Medium-Term Budgetary 
Framework (MTBF). Experience in most countries show 
that second-year projections do not automatically be-
come the first-year of the new MTBF twelve months later. 
This is mainly due to the following factors:

(i) revenues, especially grants, and/or the macro frame-
work for the first year, may deviate considerably from 
initial assumptions; 

(ii) the medium-term expenditure projections do not 
include a formal planning contingency reserve; and 

(iii) fixed costs are very high, thereby reducing flexibility 
for changing discretionary expenditures and remain-
ing within overall ceilings. 

4.5.2.3 The budget submission process in most coun-
tries requires spending ministries to prepare a mission 
statement, a strategic overview, policy objectives, key 
issues facing the ministries, constraints to achieving 
objectives, and proposals for dealing with them. This 
may lead to the identification of new policies, which are 
discussed in the cabinet, then the parliament. Despite 
these procedures, other new policies may be introduced 
late in the budget cycle, irrespective of whether they are 
in the budget framework. 

4.5.2.4 The main fiscal risks are not fully disclosed in 
the budget documentation. Discussions of fiscal risk are 
limited to the potential shortfall of domestic revenues and 
donor assistance. More comprehensive analyses of the 
sensitivity of the estimates to changes in economic vari-
ables or other risks are unavailable. The annual budget’s 
contingency reserve is generally very small and likely 
unable to handle expenditure increases necessitated 
when major risks are realized
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4.5.2.5. The survey and the field visits also revealed that 
the majority of countries have implemented some form of 
“top-down” approach, which centralizes decision-making 
powers during the budget formulation stage to ensure 
fiscal discipline. Table 4-9 shows that many countries 
do not include multi-year estimates in the budget docu-
ments submitted to parliaments, while others do it with 
different levels of detail. Multi-year expenditure targets or 

ceilings are much more widespread. For both of these 
types of countries, three years is the most common 
time horizon. The results seem to point to medium-
term budgeting frameworks in Africa as instruments 
for ensuring fiscal discipline which executives use in a 
flexible manner, but face considerable challenges, such 
as weak capacity, unpredictable aid flows, as well as 
different legal requirements.

Table 4-9: Macroeconomic/Fiscal forecasting and Budget Formulation in COMESA
Macroeconomic/ Fiscal Issue Country Experience and Practice

1. Formulation of economic 
 assumptions used in the  
budget

 Î The Ministry of Finance is the main actor that formulates the economic assumptions 
used in the budget in most countries. 

 Î In Uganda and Namibia, however, this task is carried out jointly by Ministries of Finance 
and Planning/Economic Development

2. Independent Review of 
 Economic assumptions used  
in the budget process

 Î No independent reviews carried out in most countries 

 Î IMF carries out somewhat independent reviews in some countries like Rwanda

 Î Uganda has no institutionalized independent reviews, except those by private and non-
profit actors such as banks and NGOs. 

 Î Reserve Bank, National Treasury, Bureau for Economic Research, private sector econo-
mists and academic institutions hold discussions to review the economic assumptions 
in South Africa

3. Disclosure of the methodol-
ogy used for establishing the 
 economic assumptions

 Î Disclosure of the methodology used for establishing the economic assumptions is not 
publicly available in all countries surveyed except in the case of Botswana (on request)

4. Fiscal sensitivity analysis  Î Sensitivity analysis of economic assumptions hardly undertaken except in few countries 
like Uganda, Mozambique and Namibia

5. Frequency of revisions of  
fiscal estimates (spending and 
revenues)

 Î Quarterly (in Madagascar, Swaziland and Zambia), 

 Î Biannually (in Kenya, Malawi, Mauritius, Mozambique, Rwanda and Namibia and Annu-
ally in Namibia. 

 Î No revisions are made in revised Lesotho 

 Î Botswana revises expenditures through supplementary in July, November and February 
while revenue is revised once in Oct/Nov

6. Evaluation of fiscal risks  Î Evaluated although on an ad-hoc basis in Madagascar, Swaziland, Zambia, Ethiopia, 
Kenya, Malawi, Mauritius, Mozambique, Rwanda, South Africa, Namibia and Botswana. 

 Î Not evaluated in Lesotho, Rwanda and Zimbabwe. 

7. Frequency of preparation of 
long-term fiscal projections

 Î Ethiopia, Kenya, Lesotho, Madagascar, Malawi, Mauritius, Mozambique, Namibia, 
Rwanda, Swaziland prepare long-term fiscal projections every year

 Î Mozambique and Botswana do so every three years. 

 Î No long-term fiscal projections in South Africa, Uganda, Zambia and Zimbabwe

8. Number of years that the  Fiscal 
projections normally cover

 Î Up to ten years in most countries except South Africa, Uganda, Zambia and Zimbabwe. 

 Î Only done for 3 years in Swaziland and are not subjected to serious tests and analysis 
mainly due to lack of personnel. 

 Î Only short-term and medium-term fiscal projections made in Uganda, on the basis of 
detailed projections of revenues, expenditures and surplus (deficit). 

 Î No long-term fiscal analysis being carried out in Zimbabwe
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4.5.3 Fiscal Rules among Selected Members of COME-
SA, EAC and SADC 

4.5.3.1 The primary goal of having fiscal rules is to pro-
mote fiscal sustainability. As noted in Chapter 2, fiscal 
rules are useful devices often employed to ensure fiscal 
discipline among countries and or regions. Table 4-10 
reviews the fiscal rules that exist among selected mem-
bers of COMESA, EAC and SADC based on the findings 
of field missions to a group of selected countries as well 
as the 2008 findings of CABRI on the Budget Practices 
and Procedures in Africa. This assessment reveals that 
member States have been increasingly relying on national 
fiscal rules. Some countries have, however, no written law 
or rules on procedures to follow in the budget formula-
tion process and therefore rely on internal procedures, 
and (where applicable) the performance benchmarks 
agreed with the IMF. Most fiscal rules currently in place 
in many countries include set targets on budget deficit, 
Public debt rules, expenditure rules and revenue rules. 
A combination of hard and soft rules is used in many 
countries. However, their precise definition and features 
vary widely among countries as shown in Table 4-9. 

4.5.3.2 Table 4-10 shows that the Central Budget Author-
ity is the institution in charge of monitoring compliance 
with the fiscal rule in the following countries; Botswana, 
Ethiopia, Kenya, Lesotho, Madagascar, Malawi, Mau-

ritius, Mozambique, Namibia, Rwanda, South Africa, 
Swaziland, Uganda, Zambia and Zimbabwe. In the case 
of Zambia, however, the Ministry of Finance, particularly 
the Budget Office Department is in charge of monitoring 
compliance with the fiscal rule. Kenya, Malawi, Mauritius 
and Zambia do not have defined ex ante enforcement 
procedures in case of non-compliance with the fiscal 
rule. In Botswana, however, a proposal with corrective 
measures must be presented to the Legislature, while 
in Ethiopia and Madagascar the Government or the 
ministry responsible for the overrun has to implement 
corrective measures. In the case of Botswana, Ethiopia, 
Madagascar, Malawi, the entire Government sector is 
the part of the general Government that is covered by 
fiscal rule, while in the case of Kenya and Zambia it is 
only the Central Government that is covered by fiscal rule.

4.5.4 Classification of countries Based on Budgetary 
Practices and Procedures 

4.5.4.1. Based on the review of budgetary practices and 
procedures in the preceding sections using information 
from CABRI, OECD, IMF, and the Open Budget Index, 
member countries were classified into three catego-
ries: low-effective, medium-effective and high-effective 
budgetary practice categories. The results are shown 
in Table 4-11.
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Table 4-10: Fiscal rules that place limits on fiscal policy among COMESA Countries
Fiscal Rule Country Additional Notes

1. No rule Lesotho, Uganda Uganda and Lesotho have no formal fiscal rules in place although government 
commitment to improve the budget balance as a percentage of GDP has guided 
fiscal policy well. 

2. Expendi-
ture rule

Botswana, Ethiopia, Kenya 
Madagascar, Malawi, 
Mauritius, Mozambique, 
Namibia, Rwanda

Expenditure rule in Zambia is specific to salary and wage bill of the civil service 
(currently 8% of GDP) while in Swaziland, the expenditure is based on the esti-
mated revenue collection. In the case of Botswana, Ethiopia, Madagascar, Malawi 
and Zambia, the rule targets a specific expenditure to GDP ratio while in Mauritius; 
a combination of real and nominal expenditure ceiling is used. Kenya uses nomi-
nal expenditure ceiling as well as expenditure to GDP ratio.

3. Revenue 
rule

Botswana, Ethiopia, Kenya 
Madagascar, Malawi, 
Mauritius, Mozambique, 
Namibia, Rwanda

In Botswana, the rule imposes constraints on the allocation of higher-than-
expected revenues in good times. In Kenya and Madagascar, the rule imposes 
constraints on the developments in the tax-to-GDP ratio. The period covered by 
the fiscal rule, i.e. the number of years for which the rule imposes the constraint, is 
one year for most countries including Botswana and Kenya. In most countries, the 
entire Government is covered by the fiscal rule while in a few the Central Govern-
ment is covered by the fiscal rule. Formal agreement of parties in Government 
defines the fiscal rule. The Central Budget Authority is in charge of monitoring 
compliance with the fiscal rule(s) in most countries. In case of non-compliance 
with the fiscal rule, there are no ex ante enforcement procedures such as presen-
tation of proposal to the Legislature with corrective measures, nor implementation 
of corrective measures by the Government or ministry responsible for the overrun 
nor sanctions.

4. Budget 
balance (sur-
plus/deficit) 
rule

Botswana, Ethiopia, Kenya 
Madagascar, Malawi, Mo-
zambique, Namibia, Rwan-
da, Zambia and Zimbabwe

In Zambia, Budget balance rule is limited to the domestic balance. In most of 
these countries, the rule targets a specific budget balance in nominal terms.

5. Debt rule Kenya, Malawi, Mauritius, 
Mozambique, Namibia, 
Rwanda

In the case of Mauritius, Debt to GDP ratio should be on a downward trend. Capi-
tal expenditure should be at least equal to net borrowing Constant expenditure 
rule.

Table 4-11: Classification of COMESA Countries’ Budget Practice 
Low-effective Medium-effective High-effective 

Seychelles Rwanda Kenya

Burundi Zambia Mauritius

Eritrea Malawi Botswana

Ethiopia Uganda South Africa

Djibouti Swaziland Namibia

Madagascar

Lesotho

Mozambique
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Of the Sub-Saharan African member countries of COME-
SA, only two countries (Kenya and Mauritius) are classi-
fied as having high effective budgetary practices, while 
seven countries are categorized as having low effective 
budgetary practices.

4.6  Assessment of Degree of Tightness  
of Fiscal Criteria in the three RECs

4.6.1 The purpose of establishing frameworks for fis-
cal policies of the Member States of a REC is to fulfill 
the objective of securing sound public finances in the 
context of deeper economic integration, in particular 

within an economic and monetary union. Formal rules 
outlining a common framework for national fiscal policies 
in the respective treaties of EAC, COMESA and SADC 
are supposed to be an essential element of the fiscal 
convergence process. However, such rules do not ex-
ist in the treaties for the three RECs and, in the case of 
COMESA, only in its Monetary Program (Table 4-12). In 
particular, the convergence criteria in these RECs do not 
adequately define the framework for fiscal policies for 
Member States before their entry into monetary union 
by the set deadline.

Table 4-12: Assessment of Degree of Tightness of Fiscal Rules in the EAC, COMESA and SADC 
Macroeconomic Convergence Programs

EAC COMESA SADC

1. Strength 
Fiscal rules

Soft fiscal targets as follows:

(a) Overall budget deficit/GDP ratio 
(excluding grants); of not more than 
3%

(b) Minimization of central bank 
financing to 0% target

(c) Sustained pursuit of debt reduc-
tion initiative on domestic and 
foreign debt i.e. reduction of total 
debt as a ration of GDP to sustain-
able level

Soft fiscal targets as follows:

(a) Overall budget deficit/GDP ratio 
(excluding grants) of not more than 
5%

(b) Annual average inflation rate not 
exceeding 5%

(c) Minimize the central bank 
financing of the budget towards 0% 
target 

(d) Pursuit of debt reduction initia-
tive on domestic and foreign debt 
i.e. reduction of total debt as a ratio 
of GDP to sustainable level 

(e) Total domestic revenue to GDP 
ratio of not less than 20%

Soft fiscal targets as follows:

(a) Fiscal deficit of 3% of GDP 

(b) Public debt 60% of GDP 

(c) Current account deficit of 3% of 
GDP

2. Legal 
enforcement 
basis

No explicit sanctions on conver-
gence criteria are stated in article 
146 of EAC Treaty that deals with 
Suspension of a Member for failure 
to observe and fulfill the fundamen-
tal principles and objectives of the 
Treaty.

No explicit sanctions on conver-
gence criteria are stated in article 
171 of the COMESA treaty that 
deals with Suspension of a Member 
for failure to observe and fulfill the 
fundamental principles and objec-
tives of the Treaty.

No explicit sanctions on convergence 
criteria are stated in the signed MOU 
as well as treaty. Sanctions may 
however be imposed against any 
member state persistently fails, with-
out good reason, to fulfill obligations 
assumed under the Treaty.

3. Imple-
mentation 
institution

Each partner Country Each partner Country Each partner Country



66 FACILITATING MULTILATERAL FISCAL SURVEILLANCE IN MONETARY UNION CONTEXT WITH FOCUS ON COMESA REGION

EAC COMESA SADC

4. Monitoring 
and surveil-
lance

The EAC Secretariat through the 
Fiscal and Monetary Affairs Com-
mittees that monitor developments 
on performance and make assess-
ments by way of reports to the 
Council and the summit. Hitherto, 
formal convergence reports have 
not been prepared.

The COMESA Secretariat through 
the Finance and Monetary Affairs 
Committee monitors develop-
ments on performance and makes 
assessments but does not prepare 
formal convergence reports.

The 1st round of convergence 
reports prepared in 2005–06 and ta-
bled before Ministers of Finance and 
Investment in mid-2007. An overview 
update was prepared by the SADC 
Secretariat in April 2008. The peer 
review panel comprising Ministers of 
Finance and Central Bank Gover-
nors), is yet to convene to review it 
and issue a communiqué explaining 
its assessments.

5. En-
forcement 
mechanism

There are no enforcement mecha-
nisms. Developments on perform-
ance criteria are monitored and 
on that basis, respective countries 
to take corrective action to meet 
required targets.

There are no enforcement mecha-
nisms. Developments on perform-
ance criteria are monitored and 
on the basis, respective countries 
to take corrective action to meet 
required targets.

There are no enforcement mecha-
nisms. Developments on perform-
ance criteria are monitored and 
on the basis, respective countries 
to take corrective action to meet 
required targets.

6. Enforce-
ment institu-
tion

Summit Summit Summit

7. Fiscal 
Conver-
gence 
targets and 
stages

 Î Overall budget deficit/GDP 
ratio (excluding grants of not 
more than 6%, 4% and 3% by 
2008, 2010 and 2012 respec-
tively

 Î Sustained pursuit of debt 
reduction initiative on domestic 
and foreign debt i.e. reduction 
of total debt as a ratio of GDP 
to sustainable level

 Î Overall budget deficit/GDP 
ratio (excluding grants of not 
more than 6%, 4% and 3% by 
2010, 2015 and 2018 respec-
tively

 Î Sustained pursuit of debt 
reduction initiative on domestic 
and foreign debt i.e. reduction 
of total debt as a ration of GDP 
to sustainable level

 Î Fiscal deficit 5%, 3% and 3% of 
GDP by 2008, 2012 and 2018, 
respectively with a range of 1%

 Î Public debt 60% of GDP by 
2008 and maintained through 
2012 to 2018

 Î Current account deficit 9% of 
GDP 9% of GDP 3% of GDP

 

4.6.2 Most fiscal rules currently in place in the RECs 
include set targets on deficit and debt figures as part 
of the macroeconomic convergence criteria. However, 
their precise definition and features vary widely among 
countries. These rules are “soft” in that they are not 
enshrined in treaties of each of the RECs. Table 4-15 
shows an assessment of the strength of fiscal rules, legal 
enforcement basis, implementation institution, monitoring 
and surveillance, enforcement mechanism and institu-
tion as well as fiscal convergence targets and stages 
for EAC, COMESA and SADC convergence programs. 
It is clear from this table that the COMESA fiscal con-
vergence criteria are indicative benchmarks rather than 
binding criteria.

 

4.7  Debt Sustainability Profile of COMESA 
member countries 

4.7.1 Debt “sustainability” is often defined as the ability 
of a country to meet its debt obligations without requiring 
debt relief or accumulating arrears. To assess this type of 
debt sustainability, three main international methodologies 
have been developed: Heavily Indebted Poor Countries 
Debt Relief Analyses, the Low-Income Countries Debt 
Sustainability Framework (LIC-DSF) and the Middle-
Income Countries Debt Sustainability Framework (MIC-
DSF). They all involve making projections of intended 
borrowings and economic variables over a maximum 
20-year period, and then using ratios comparing debt 
stock, present value or service with GDP, exports or 
budget revenue to assess payment capacity.
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Table 4-13: Summary of Debt Sustainability Analysis (DSA) undertaken by the IMF
Country Debt Sustainability Analysis (DSA)

1. Democratic 
Republic of 
the Congo

DRC remains in debt distress. In the absence of debt relief provided under the enhanced Heavily Indebted 
Poor Country (HIPC) Initiative and Multilateral Debt Relief Initiative (MDRI), external debt burden indicators are 
projected to remain above policy-dependent thresholds over prolonged periods. Even after HIPC/MDRI debt 
relief, the external debt outlook would be vulnerable to adverse shocks.

2. Djibouti Djibouti’s risk of debt distress continues to be high, despite some improvement in the medium-term projec-
tions. Revenue measures to reverse the erosion in the tax base caused by widespread exemptions, along with 
measures to contain current expenditure growth and the repayment of arrears, are projected to reduce the 
NPV of government debt from 55% of GDP in 2007 to about 33% by 2011.

3. Malawi Malawi is at medium risk of external debt distress. Although the debt ratios are currently low as a result of 
HIPC debt relief and MDRI, the country’s debt carrying capacity has not increased substantially in recent years. 
Malawi’s concentrated export base, reliance on rain-fed agriculture, and weak international reserves leave it 
vulnerable in the face of adverse shocks such as the sharp rise in fuel prices in 2008.

4. Burundi Burundi has a high risk of debt distress. After full delivery of HIPC assistance, bilateral debt relief beyond the 
HIPC Initiative and MDRI, Burundi’s present value of debt-to-exports ratio is expected to remain above the 
country-specific policy dependent threshold for most of the projection period. Under the standard alternative 
scenarios and stress tests, all indicators with the exception of the debt-to-revenue and debt service-to-revenue 
ratios exceed the country-specific debt burden thresholds.

5. Seychelles Public debt in Seychelles remains unsustainable without a restructuring of the stock of public external debt 
relief on terms comparable to that agreed with Paris Club creditors in April 2010, which recognized Seychelles’ 
limited repayment capacity. Medium-term fiscal targets and the securing of public external debt restructuring 
will place Seychelles external debt position on the path to sustainability.

6. Comoros With continuous accumulation of arrears and low economic growth, 20 years from now the NPV would still 
be close to 250% of exports, more than twice the policy-dependent low-income DSA threshold and still well 
above the HIPC threshold. Comoros would effectively remain in default, given its large stock of arrears. Any 
stress test would worsen the situation further. With HIPC and MDRI debt relief in 2009, external debt indica-
tors would improve substantially. Arrears clearance in 2007 would sharply reduce the NPV-to-exports ratio, to 
311%. At the completion point, the NPV of external debt would fall further, to 74% of exports, well below the 
HIPC threshold and also below the policy-dependent low-income DSA threshold.

7. Swaziland Swaziland has very low debt. Total public sector debt has declined, reflecting in part limited new borrowing and 
an exchange rate appreciation between 2003 and 2006. As a lower-medium-income country, Swaziland has 
limited access to concessionary loans; any large increases in external debt would carry high interest costs.

8. Rwanda Rwanda faces a moderate risk of debt distress. Despite reduced risk of debt distress, owing to recent debt 
relief and favorable debt developments, exogenous shocks to exports or imprudent borrowing on non-conces-
sional terms could cause a rapid deterioration in the medium-term outlook. Debt indicators are highly sensitive 
to less concessional financing and lower growth, particularly in exports. This indicates that Rwanda should rely 
on concessional borrowing and grants to finance its development efforts.

9. Mauritius Public debt will remain sustainable over the medium term: peaks at slightly below 60% of GDP in 2009 before 
falling to 52% in 2014, the end of the projection period. This adjustment is consistent with commitments under 
the Public Debt Management Act, which limits public sector debt to 60% of GDP and targets a medium-term 
reduction to 50% under “normal” circumstances.

10. Sudan Sudan continues to be in debt distress, and there is limited possibility of significant improvement over the me-
dium and long term. All debt ratios, except for external debt service, remain above their indicative thresholds 
due largely to the country’s massive arrears

11. Zambia Zambia’s risk of external debt distress remains low as all debt indicators stay well below the indicative policy 
thresholds throughout the projection period (2009–29). Due to the authorities’ conservative debt policy and 
strategy, the debt level has remained broadly unchanged since Zambia received debt relief under HIPC and 
MDRI in early 2006.
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Country Debt Sustainability Analysis (DSA)

12. Zimbabwe Zimbabwe is clearly in debt distress. If current policies continue and donor financing is largely confined to 
humanitarian assistance in the medium term, the large debt stock would remain unresolved and arrears would 
continue to build up. While most debt ratios are projected to decline gradually, they would remain at unsustain-
able levels over the medium and long term.

13. Ethiopia Ethiopia reached its Heavily Indebted Poor Country Initiative completion point in 2004 and benefited from 
debt relief under the Multilateral Debt Relief Initiative in 2006. Subsequently, due to higher borrowing by public 
enterprises, the external public and publicly guaranteed (PPG) debt ratio rose to 14% of GDP at end 2008/09. 
Overall, Ethiopia is at moderate risk of debt distress and its debt distress rating has fallen to low risk.

14. Uganda Uganda continues to be assessed as a low risk of debt distress. The authorities intend to continue to rely on 
concessional assistance to finance their public infrastructure investment in the coming years, but increase 
gradually their use of non-concessional funds as they build up their debt management capacity. Under these 
baseline assumptions, external debt is expected to remain well below the thresholds over the medium and 
long term, and public debt exhibits stable debt dynamics.

 

4.7.2 On the basis of the debt sustainability profile of each 
COMESA member country shown above in Table 4-13, 
COMESA member countries are classified in Table 4-14 
as low risk, medium risk, and high risk categories. Again, 
these countries are almost equally divided into three 
categories, reflecting wide divergence within the region.

Table 4-14: Debt Risk Categories of COMESA 
Countries 

High risk Medium risk Low risk

1. Burundi 1. Djibouti 1. Swaziland

2. Seychelles 2. Congo, DR 2. Mauritius

3. Comoros 3. Malawi 3. Uganda

4. Sudan 4. Rwanda 4. Kenya

5. Zimbabwe 5. Zambia

6. Ethiopia

4.8.  Trade Integration in COMESA and Other 
RECs

4.8.1. This section focuses on trade integration since, as 
argued earlier, it has implications for member countries’ 
interest/incentive in implementing convergence policies, 
and the proposal below envisages embedding trade 
integration surveillance mechanism with the MSFF. To 
achieve this purpose, three complementary measures of 
trade deepening57 were derived using the IMF Database 

57 The results indicate the link between economic integration and 
the overall institutional process of regional integration. This link has 

covering bilateral trade data (measured in current US 
dollars). These measures are:

1.  Intra-regional trade openness (IRTO), is defined as 
the country’s trade with other members of the REC 
to the country’s GDP. In essence, this measure acts 
as an indicator of the degree of trade openness. It 
derivation is based on the end-year ratios of intra-
regional trade to GDP58. 

2.  Degree of regional trade integration (DRTI) is defined 
as the ratio of intraregional trade to total trade. 
For the analysis in this chapter, DRTI is defined as 
the total trade of a country with the REC to which 
it is acceding, divided by the total trade of that 
country with the rest of the world59. This index has 

been examined by a number of authors. Frankel and Rose (1997) 
captured trade deepening using several complementary indicators 
such as trade openness (i.e., bilateral trade data normalized by GDP) 
and an indicator of trade share integration. The calculation measures 
for COMESA shows that the COMESA countries have not witnessed 
a very significant deepening of reciprocal trade among its member 
countries since the launch of the FTA in 2000.
58 In formula terms, RITO is defined as:

 

Where  represent the total trade (exports plus imports) at time 
t of a member country with the REC represented here as to which it 
is acceding while  is the GDP of the acceding country at time t.
59 In formula terms, it is represented as:

Where  represent the total trade (exports plus imports) at time 
t of a member country with the REC represented here as to which it is 
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been constructed for each REC as a whole and 
for each individual “acceding” country. The merit of 
this measure is that it may reveal evidence of trade 
diversion. The potential drawback of this measure 
is instead that this ratio may not increase even if 
intra-regional trade rises strongly because of an 
even higher growth rate in extra-regional trade.

3.  Relative integration of each country vis-à-vis other 
members (RIEC) is defined by the ratio of the coun-
try’s trade with other members of the same REC 
to all intraregional trade within that REC60. This last 
measure indicates the progress of each country 
and is used to categorize them in three categories 
of “fast”, “medium” and “slow” integrating member 
countries in COMESA.

4.8.2 The results provided in Appendix 2 and Figure 
1 below concerning the intra-regional trade openness 
(IRTO) indicator shows that intra-regional trade open-
ness is relatively higher in the EAC than in COMESA 
and SADC RECS. The overall RITO index for EAC rose 
between 2000 and 2005 from 4.1% to 6.7% before 
declining thereafter to 5.1% in 2009. The overall RITO 
index for COMESA rose between 2000 and 2005 from 
1.4% to 4.8% in 2003 before declining thereafter to 
2.4% in 2009. Trade openness for the SADC as a whole 
rose marginally and ranged from about 2.5% and 3.4%.

acceding while  represent the total trade (exports plus imports) 
at time t of a member country with the rest of the world(w) at time t.
60 Defined as:

where  represent the total trade (exports plus imports) at time 
t of a member country with the REC to which it is acceding while 

 is the sum of all intraregional trade of each member 
countries of a REC to which they are acceding country at time i.

The results show within COMESA, RITO is highest in 
Djibouti, Zimbabwe61, Uganda, Rwanda, Burundi and 
Kenya with all six countries having an average RITO of 
at least 5% during the period 2000 and 2009. 

 

The majority of these countries are members of EAC. 
Comoros, Congo DR, Mauritius, Malawi, Egypt, Zambia, 
Madagascar and Sudan have an RITO of between 1% 
and 5% over the period 2000-2009 which is within the 
COMESA average of 3.3%. Ethiopia, Libya and Sey-
chelles had RITOs of below 1%, indicating in significant 

61 The high intraregional trade between Zambia and Zimbabwe in 
2005 and 2006 is responsible for Zimbabwe falling under this category.
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deepening of reciprocal trade among these member 
countries. 

 

4.8.3 All members of EAC had an RITO of above 5% 
on average as shown in chart below while in SADC only 
Zimbabwe and Angola had an IRTO of above 5% while 
Seychelles and Comoros had an RITO of below 1%. The 
rest of the members had between 1% and 5% as shown 
in Figure 5 below. The results also show that, among 
the three RECs, the degree of regional trade integration 
as measured by Degree of Regional Trade Integration 
(DRTI) is also highest in EAC than in COMESA and SADC. 

While in general the EAC registered a declining DRTI 
except in 2002 and 2009, the minimum was 11.3% 
in 2008. COMESA also had a declining DRTI albeit 
marginally. Of the 16 COMESA countries analyzed, half 
had over 10% level of intraregional trade. In particular 
Rwanda, Uganda, Burundi, Malawi, Congo DR, Kenya 
and Zimbabwe registered 24.9%, 24.8%, 19.0%, 13.8%, 

12.9%, 12.7%, 12.1% and 10.4%, respectively. All the 
members that also belong to the EAC fell under this 
category. Except Libya that had about 1%, the rest of 
the COMESA member countries registered between 
4% and 10%. 

4.8.4 As pointed out earlier, the relative integration of 
each country vis-à-vis other members (REIN) is defined 
as the country’s trade with other members of the REC to 
the country’s GDP. Using this measure, three categories 
of “fast”, “medium” and “slow” integrating countries 
have been developed as shown in Table 4-15 below 
for EAC, SADC and COMESA. Countries that have a 
relative integration of each country vis-à-vis other mem-
bers (REIN) of below one 1% are categorized as “slow” 
integrating countries. Countries with REIN of below 10% 
are categorized as “medium” integrating countries while 
those with REIN of above 10% are categorized as “fast” 
integrating countries. Table 14-16 shows the results of 
this categorization.
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Table 4-15: Categories of Countries Based on REIN Measure
REC “Fast” Integrating “Medium” Integrating “Slow” Integrating

COMESA Egypt

Kenya

Uganda

Congo DR

Djibouti

Ethiopia

Libya

Madagascar

Malawi

Mauritius

Rwanda

Sudan

Zambia

Zimbabwe

Burundi

Comoros

Seychelles

EAC Kenya Uganda

Rwanda

Tanzania

Burundi

SADC South Africa Angola

Madagascar

Malawi

Mauritius

Tanzania

Zambia

Zimbabwe

Burundi

Comoros

Seychelles

4.8.9 The above indices of integration demonstrate that 
in general institutional integration framework, encom-
passing FTA/CU, has not promoted intraregional trade 
and integration within COMESA. This finding conforms 
with the trend observed in other Sub-Saharan mon-
etary unions (CEMAC and WAEMU) but not with that 
in either the European EMU, or the Asian RECs such 
as the ASEAN. The implication is that the African RECS 
have certain deficiencies that need to be corrected. 
One obvious one, to which considerable attention has 
been given, is the lack of appropriate physical infra-
structure. But equally important is the fact that these 
countries in general have paid little attention to devis-
ing and implementing supportive measures to FTA in 
the form of trade facilitation and trade promotion, and 
they have not consciously embedded trade agenda in 
their general integration agenda. The present report’s 
recommendations below that deal principally with fiscal 
matters attempt to fill this lacuna.

4.9  Convergence indicators
4.9.1 One purpose of convergence criteria is to promote 
convergence among member countries so that they can 
live with common monetary and exchange policies of 
the union without undue strain. Accordingly, it may be 
interesting to see how far convergence, based on fiscal 
and trade integration measures, has taken place among 
COMESA countries, and what has been the relative 
performance of individual countries in this regard. To 
that effect, Table 4-16 categorizes Sub-Saharan African 
COMESA members into three categories of (relatively) 
“slow”, “moderate”, and “fast” converging countries 
on the basis of the average rates of budget deficit and 
inflation during the past few years, with average of not 
more than 5% (given a value of 1), above 5% but not 
more than 10% (value of 2), and over 10% (value of 3). 
In Table 4-16, countries registering an average value of ≤ 
1.5 are classified as fast converging countries, between 
1.6 and 2.5 as medium converging countries, and above 
2.5 as slow converging countries. 
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Table 4-16: COMESA- Country Ranking by Fiscal Convergence Indicators.
(Budget deficit, and inflation)

Fast Converging Medium Converging Slow Converging

Swaziland Comoros Burundi

Mauritius Congo Eritrea

Seychelles Kenya Ethiopia

Djibouti Madagascar Malawi

Zambia Rwanda

The COMESA countries are almost equally divided in 
three groups, as concerns meeting the budgetary and 
inflation convergence criteria. The implication is that these 
groups of countries would need to pursue differentiated 
macroeconomic policies, and over different time periods, 
to gain entry into the monetary union- an implication that 
justifies the “variable geometry” approach of COMESA.

4.9.2 Table 4-17 reproduces three indicators that give 
some clue as to the degree of convergence/integra-
tion that has taken place in COMESA62, and classifies 
countries according to slow, medium, or fast converging 
countries. These indicators relate to the debt risk category 
(from the IMF data on debt sustainability), soundness 
of budgetary practices (based on country visits as well 
as information available from CABRI, OECD, and IMF 
publications), and real economic integration (from trade 
data measuring intra-regional trade opening, regional 
trade integration, and relative degree of each member 
country with other individual member countries). Nu-
merical values, ranging between 1 and 3 are assigned 
to each country on each of these three measures and, 
based on the average of those values, countries are 
categorized in three categories according to their (rela-
tive to other member countries) readiness to join in a 
monetary union (value of 1 indicated the most ready, 
and 3 the least ready), and/or the distance they have to 
cover (measures to be taken) to join a monetary union 
(3 indicating the need for most measures).

62 For macroeconomic convergence assessment in African RECs, 
the reader is referred to a recent African Development  Working Paper 
(2010): Supporting Macroeconomic Convergence in African RECs. 
It concludes that “while most Sub Saharan African countries have 
recorded solid macroeconomic performance in recent years, reflect-
ing strong economic reforms, the convergence targets have not been 
generally achieved on a consistent basis.”
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Table 4-17: COMESA – Country Convergence Indicators.
Country Budgetary Practices Debt Risk Trade integration Average

Angola

Burundi Low (3) High (3) Slow (3) 3

Comoros High (3) Slow (3) 3

Congo D R Medium (2) Medium (2) 2

Djibouti Low (3) Medium (2) Medium (2) 2.3

Egypt Fast (1)

Eritrea  Low (3)

Ethiopia Low (3) Medium (2) Medium (2) 2.3

Kenya High (1) Low (1) Fast (1) 1

Madagascar Low (3) Medium (2) 2.5

Malawi Medium (2) Medium (2) Medium (2) 2

Mauritius High (1) Low (1) Medium (2) 1.3

Rwanda Medium (2) Medium (2) Medium (2) 2

Seychelles Low (3) High (3) Slow (3) 3

Sudan High (3) Medium (2) 2.5

Swaziland Medium (2) Low (1) 1.5

Uganda Medium (2) Low (1) Fast (1) 1.3

Zambia Medium (2) Medium (2) Medium (2) 2

Zimbabwe High (3)

4.9.3. Categorizing the above countries into three clus-
ters of convergence (values of ≤ 2.2, ≥2.3 but ≤2.5, and 
≥2.6), requiring progressively greater policy effort begin-

ning with “low clusters”, the above numbers yield the 
following cluster of countries in each group (Table 4-18):

Table 4-18: Convergence Clusters Among COMESA Sub-Saharan African Countries
High Medium Low

Congo DR* Djibouti Burundi

Malawi Madagascar Eritrea

Mauritius Sudan Seychelles

Rwanda Zimbabwe

Swaziland 

Uganda

*Based only on fiscal criteria and trade integration indices
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4.9.4 The above classification, although admittedly based 
on preliminary data, provides some clues as to how the 
variable geometry approach could result in the emer-
gence of an initial group of “core” countries forming 
the monetary union, and how others will blend in later. 
It also provides some guidelines as to the orientation 
of individual convergence programs, the time frame 
in which those programs would meet their objectives, 
and the technical assistance (country-specific) needs of 
these countries. However, the classifications need to be 

further refined on the basis of other relevant indicators, 
and include data for countries which are not included in 
the above grouping. Moreover, it will be helpful to assess 
the actual policy implementation in each country for the 
above groups and compare it with what is required in 
terms of policy implementation as indicated in the Generic 
Roadmap above, and determine what further measures 
these countries need to take to make their joining and 
remaining in a monetary union stress-free.

 


