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l. Key messages of the report

Services are important, regardless of the level of development of a
country, whether in Africa or beyond.

Services are central to any national development strategy whether
commodity or manufactures based, and for moving up global value chains.

Africa’s services provision remains suboptimal and is delivered at a high
cost because of various regulatory and policy shortcomings. The absence
or undersupply of these services raise production costs and have a strong
impact on the competitiveness of a country.

African countries have made efforts to address services trade at the
national, regional and global levels. A policy disconnect prevails between
these three levels, hampering Africa’s opportunities to tap into the benefits
of greater services trade.

Although the services sector has become a driver of growth in Africa in
recent years, it has failed to promote structural transformation in the
continent.

7 X

ol

TN
Y{éﬂ

LL<'\‘
73
2 ‘g:/

28 {7
S



ll. Issues addressed Iin the report

What is the contribution of the services sector to the African economy
and trade?

How might the domestic regulatory and institutional framework
improve the provision of services and the sector’s contribution to
growth?

What national and regional policies need to be in place in order for
services to make an enhanced contribution to African economies?

Is there a potential role for a pan-African approach to services
development/ integration?

What services negotiations agenda should African countries pursue in
regional and global services negotiations/forums?
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Training Workshop on Trade in Services Negotiations for AU-CFTA Negotiators, 24-28 August, Hotel Hilton, Nairobi

lll. Main findings of the report: the potential of the sector

4.6% per annum

More than twice the 1/3 of formal
world average % emplovﬂz\gf;tz in 2009-
during 2009-2012 "<, Growthiin AR s N
services has of income and ... And up to two-
been vibrant in

employment

thirds in some
Africa

countries

African services exports
» and imports totalled
$271 billion in 2012

N

The services sector has contributed to high rates
of economic growth in Africa over the last
decade
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IV. Main findings of the Report: Sectoral compaosition

During 2009-2012, wholesale trade, retail trade, restaurants and hotels category grew at

5.0%, compared to 5.8% for the transport, storage and communications category; which
grew above the continental average in Western (14.5%) and Eastern Africa (9.3%)

Table 2. Growth In real gross domestic product and services and its components by regilon,
2001-2012 (Percentage)

2001|2008 2007 | 2000— 2007 - (2009 (20071—| 2008 2007 2008-
2004 | 2072 | 2004 [ 20712 | 2004 | 2012 | 2004 | 2012 | 2004 | 2012
World 2721 179 268| 1.00( 2.00( 1.04| 3.73| 1.88| 2.43 E})(l
Developing economies 404) 525) 407| 540( 4.50( 583| 6.62| 5.50 4.?}/
Developed economies 1.00| 044 2145 1.04| 2.27( 0.40| 2.81| 0.37 1.23
Developing economies: Africa 08| 341 476 (4.ECI 430 502] 7.32 (5.?'5 426 3.85
Eastern Africa 4.01) 7.02) 426| 794 319| 7.48| 6.33| 0.35| 4.258| 760
Middle Africa 687 442 501| 503( 6.60| 465 7.24) 540| 465 545
MNorthern Afnca 472 163 489| 3.20( 3147| 2.86| 7.309) 3.05) 401| 3.22
Southem Afnca 3.51) 197 411| 283( 3.05| 3.04| 651 2.31] 3.04| 288
Western Africa B.20| 627 6.31| 9.05( 5.44| 9.2310.19|14.15] 3.46| B6.22
Developing economies: Amenca | 2.15| 288( 2.21| 3.35| 1.77| 3.06| 3.13| 3.80( 2.21( 3.34
Developing economies: Asia 6.14 6.20| 6.41| 6.30( 6.09| 7.02| 814( 6.18| E.11| 500

Transport, storage &

communications
had the highest
growth
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V. Main findings of the Report: Manufacturing and services
complementarities

Percentage share of manufactures & services in total value added

Of the 45 countries where the (2009-2012)
Share Of services in Output Country Manufactures Services
rose from 2001=2004 to (change from 2001-2004) (change from 2001-2004)
2009-2012, 30 countries cote dhvore 2 )
. ’ . Mauritania 5 (-5) 44 (+7)
experienced a fall in -
Mauritius 17 (-5) 70 (+6)
manufactures (e.g. Cote :
, . ] ] Swaziland 33 (-6) 54 (+7)
d’Ivoire, Mauritania,
o _ Export Category
Mauritius, Swaziland)
Food & 13 (+3) 46 (+3)
. . icul
/Durlng the same period, the O sriuture
Fuel 5 (+1) 34 (+9)

share in services of output rose
from 46 to 49 per cent for the MEMLiEEREe 17(-2) 62 (+4)

goods

whole of Africa, being highest for
manufactures and services
exporters and lowest for fuel

prorters /




Training Workshop on Trade in Services Negotiations for AU-CFTA Negotiators, 24-28 August, Hotel Hilton, Nairobi

VI. Main findings of the Report: Sectoral shares of GDP

Hgure 1. Sectoral shares of real gross domestic product by percentage and value, 2000-2012
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VIl. Main findings of the Report: Employment

Figure 2. Share of services in iotal employment by country, 20002012
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The services sector
accounted for 32.4 per
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2009-2012.
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VIil. Main findings of the Report: Services share
in world trade

Africa is a marginal player in global services trade, accounting for 2.2 per
cent of global services exports and 4 per cent of services imports

Figure 3. Exports and imports of services, 2001-2012
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11 African countries
have consistently been
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IX. Main findings of the Report: Infrastructure
services need effective regulation

For African firms to exploit growing opportunities for trade through
global services value chains, major investments in transport, logistics
and energy infrastructure are required.

To build the necessary infrastructure to enable industrialization and
economic growth, clear and consistent regulatory and compliance
frameworks are needed to achieve efficient services.

Infrastructure services regulation is critical for ensuring access,
affordability, investment requirements and quality control.

The need for effective infrastructure services regulation is also critical
to achieving post-2015 SDGs related to social welfare, water and
sanitation and health-related indicators, greater emphasis is placed on
regulation that protects consumers, attracts investors and enables
Governments to achieve policy objectives.
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X. Main findings of the Report: Infrastructure
services need effective regulation cont'd

Most African states rank low in regulatory independence across all
sectors and standard international models of infrastructure regulation
are not regularly employed in Africa.

Although the state remains a major player in the provision of
infrastructure services, regulatory independence is an important
element of effective infrastructure services provision. What is
important is not the type of ownership — state, private, public-private
partnership or joint venture — but whether it contributes to a
government’s development objectives.

As the utilities sector transforms, so too must its regulation and
traditional business model of supply and operation; towards being
capable of adapting to new technological and consumer demands.



Xl. Main findings of the Report: Policy disconnects -
national dimension

When mapping services trade in national development plans across
Africa...

Figure 5. Relevance of services in African National Development Plans
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.. treatment of services trade varies significantly across Africa and very few
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consider the relevance of services trade in the context of regional integra:




Training Workshop on Trade in Services Negotiations for AU-CFTA Negotiators, 24-28 August, Hotel Hilton, Nairobi

Xll. Main findings of the Report: The regional dimension

« Atregional level, RECs are making modest but steady progress in services
trade and various instruments exist...

CEN-SAD Treaty establishing the Community of Sahelo-Saharan States (1998)

EAC Protocol Establishing the EAC Common Market (2009)

Treaty of the Economic Community of West African States (1993)

ECOWAS Protocol and Supplementary Protocols on free movement of persons, right of residence and establishment (1979-1990)
Supplementary Act on Universal Access/ Service for Telecommunications (2007)
ECOWAS Supplementary Act on Common Investment Market (2008)

SADC Protocol on Trade Services (2012)

Protocol on the facilitation of movement of persons (2005)
Protocol on Transport, Communications and Metrology (1996)
Protocol on the Development of Tourism in the SADC(1998)

... but progress is hampered by weak implementation and may require the
inclusion of these instruments into national law @
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Training Workshop on Trade in Services Negotiations for AU-CFTA Negotiators, 24-28 August, Hotel Hilton, Nairobi

XIlil. Main findings of the Report : The regional
dimension cont'd

* Though the level of openess and scope of some of the regional services trade

regulation varies across RECs ..
ELEMENTS COMESA

Focuses on measures affecting
services trade of an initial list of 7
services sectors covering four modes
of supply in a schedule of
commitments (Annex V)

UNCTAD 15

Focuses on measure applied by States parties
which affect trade in services with an initial
list of 6 priority sectors covering the four
modes of supply (Art. 3)

Focuses on measures affecting services
trade of 4 priority sectors covering the
four modes of supply (Art. 5) in a schedule
of commitments (Annex Ill)

SCOPE




XIV. Main findings of the Report : Regional sectoral

commonalities matter
.. some important commonalities are found among the more progressive

protocols

SADC

Construction and
energy-related
services

Communication
Transport
Tourism
Finance

EAC

Business services,
distribution services
and education services

such as the sectors that are being prioritized in market access negotiations.

negotiations in services. y




XV. Main findings of the Report : Policy disconnects matter

There are important services policy disconnects at the national, regional and
global levels in Africa...

National level Global level
disconnect disconnect

Example:
Burkina Faso has
become a leading

exporter of cultural
services, and Kenya
and Senegal of BPOs,
but these sectors are
not prioritized in the
countries' GATS
schedule of

Example: Various RECs
protocols on financial
integration and African
countries' GATS schedules do
not include prudential
regulation. This limits the
policy space of countries to
regulate the entry of foreign
banks and champion the
emergence of a regional
banking sector

Example:
Many national
development plans
mention services trade as
a vehicle for
development but fail to
link it to existing regional
plans or regulation on
services in the context of
their RECs

disconnect

These disconnects impede African countries from realizing the gains from
services trade that may harbour opportunities for greater growth and %V\g“{}
development. UNCTAD 17



XVI. Main findings of the Report : Use available tools to
bridge disconnects

The Continental Free Trade Area (CFTA) is an opportunity to bridge these

disconnects provided that services trade is negotiated concurrently with
trade in goods ....

National level

Global level

Making use of the High-level
African Trade Committee
(HATC) of the CFTA to
coordinate services trade
policy priorities at the
regional, pan-African and
global levels

Africa Group to make a
stronger case for greater
flexibility in the
interpretation of GATS
rules, operationalizing the
Services Waiver for LDCs

Mainstreaming services
trade policy into national
development plans and at
various policy levels

.... As does adequate services trade mainstreaming, affording greater flexibility

to GATS interpretation, as well as implementing the Services Waiver for L&Da%sQV
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XVII. Main findings of the Report: Multilateral dimension

42 countries have made services liberalization commitments under the GATS. These
commitments vary in their coverage, scope and depth. Most frequently covered are:

tourism, business services, communication and financial services
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Horizontal Commitments v v v v v v v v v v v v v
Sectoral Commitments
Business services v v v v v v v v v v v v v v v v
Communication services v v v v v v v v v v v v v
Construction and related v v v v v v v v v v v
Distribution services v v v v
Educational services v v v v v v
Environmental services v v v v v v
Financial services v v v v v v v v v v v v v
Health related and social services v v v v
Tourism & travel v v v v v v v v v v v Vv v v Vv v Vv Vv v Vv V v v v v v
Recreational, cultural & sporting 4 v v v v v v v
Transport services v v v v v v v v
Other services not included elsewhere v
MFN exemptions
Cross Sectoral v v
Business services
Communication services v v
Construction and related v
Distribution services
Educational services
Environmental services
Financial services v v v
Health related and social services
Tourism & travel v
Recreational, cultural & sporting
Transport services v v v v v v v v v

Other services not included elsewhere
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XVII. Main findings of the Report: Multilateral dimension

20 countries have made GATS commitments specifically on financial services,
most of which are limitations or restrictions on ownership and control of

investment and employment decisions on foreign banking activity.

Horizontal Commitments
affecting Financial Services

Sectoral Commitments
on Financial Services

Banking & other Financial
Services Excluding Insurance

Insurance Services

MFN exemptions
Affecting Financial Services

All sectors covered

Exclusive to Financial Services

Angola

Benin

Botswana

BurkinaFaso

Burundi

Cameroon

Cape Verde

<

Central African

Rep.

Chad

Congo

Céted lvoire

DRC

Djibouti

Egypt

<

Gabon

Gambia

Ghana

<

Guinea

Guinea Bissau

Kenya

<

Lesotho

Madagascar

M alawi
EL

<

Mauritania

Mauritius

M orocco

Mozambique

Mamibia

Miger

MNigeria

<

Rwanda

Senegal

Sierra Leone

South Africa

Swaziland

Togo
Tunisia
Uganda
Tanzania
Zambia

NITED N
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XVII. Main findings of the Report: Multilateral dimension

Most commitments on financial services in the African schedules are limitations or
restrictions on ownership and control of investment and employment decisions on

foreign banking activity

Country Admission/ Limitationson | Limitations to Limitationson | Limitationson | Establishment | Qualification/ | Limitationson | Limitationson | Economic
authorization/l | form/amount | participating the lease/ subsidies/ tax approval/ skills or the category/ | the duration of | needs/ social
icensing or or control of in M&As/ purchase of write-offs/ registrationor | employment function of stay’ benefit or
notification FDI Privatization real estate transfers/ residency requirements employees labour market
requirements preferential requirements tests

treatment

Angola MA 3) MA 3)

Benin MA 3) MA 3) MA 3) MA 4) MA 4) MA 4)

Cabo Verde MA 3) MA 4) MA 4) MA 4)

Cote d'lvoire MA 3) MA 3) MA 4)

Egypt MA 3), NT 3) MA 3) MA 4) MA 3), NT 3)

Gabon MA 3) MA* 4) MA* 4)

Gambia MA 3) MA 4) MA 3), *4) MA* 4) MA* 4)

Ghana MA 3) NT 3) MA 4) MA 4) MA 4) MA 4)

Kenya MA 3) MA 3) MA 3) MA 4) MA 4)

Lesotho MA 3) MA 3) MA 3) MA 4) MA 4) MA 4) MA 4)

Malawi MA * 4) MA* 4) MA* 4)

Mauritius MA 3) MA 3) MA 3) MA* 4) MA* 4)

Morocco MA 4) MA 4) MA 4) MA 4) MA 4)

Mozambique MA 4)

Nigeria MA 3) MA* 4) MA* 4) MA* 4)

Senegal MA 3) MA 3)

Sierra Leone NT 3) MA 3) MA 3) MA* 4) MA* 4) MA 4)

South Africa MA 3) MA 3) MA 3) MA 3), NT 3) MA * 4) MA* 4) MA* 4)

Tunisia MA 3), NT 3) MA 3) MA 3) MA 4), NT 3) MA 4), NT 3)

Zimbabwe MA 3) MA 3) MA 3) MA* 4) MA* 4) MA* 4)




XVIIl. Main findings of the Report: Financial services
trade restrictions are still pervasive

Financial services trade restrictions index scores, 2012

The restrictiveness of trade in  ioPa

financial services varies Egypt

) ] Congo, D. R.

widely among African Burundi

. . . . geria

countries and is highest in Malawi

. . . Tunisia

Ethiopia, Zimbabwe and Madagascar
. - Bot

Egypt. Zambia, Mauritius and gand

Namibia

Morocco have among the Nrico

H Nigeria

most open services trade e

regimes in the world. Kenya

Tanzania

Financial services trade in eroon

: Rwanda

Africa appears on average to Voramiian

be less restrictive than in Mali

' ) Senegal

other developing regions Cote divoie

orocco

(Borchert et al., 2012) Mauritius

Zambia

EU-20

Lesotho
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XIX. Main findings of the Report: Rising crosshbhorder
banking is driving consolidation in the sector

Foreign bank penetration in terms of both ownership and bank assets is
growing and comparatively much higher in Africa than in other regions

Figure 8. Number and share of domestic and forelgn banks, 1995-2009 These institutions

have focused on

SO0 — B85 . .
M = M = high-margin
40 - T | me T ol businesses,

WOH N H MM —r:-f"’— — consulting services
ot HHHHHHHH A S A He on M&A and asset-
w aood I backed finance and
2 .- trade financing; few
3 8 services for the poor

3 - and rural
EHE.. .
populations.
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1995 1006 1957 1908 1099 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 <~ \ig?‘,}’
M Forcign banks [ Domestic banks  =ses-= Share of forsign banks : ur‘cmo 23




XX. Main findings of the Report: Improved Pan-African

regulation will be key to financial services development

Tabla 15. Major cross-border and intemational banks, 2013
e

Given the growing internationalization of
banks and the resulting exposure to
global financial crises, regulation in Africa
needs to incorporate mechanisms for
crisis prevention and resolution.

Concretely, there is scope for:

Better domestic financial sector
regulation

Provision of clear supervisory
guidance

Improving domestic banks’ risk
management and stress-testing
frameworks

Creation of cross-border
supervisory and crisis

Number

; Locstion of Majority

Name ng haadquartars ownarzhip
Ecobark 3z Togo South Africa
Urited Bark for Africa {UBA) 19 Migara Migeria
Stendard Bank Group (Stanbic) 18 South Africa South Africa
Bangque Maroeaine du I8 Morocoo Morocoo
Commence Exténeur (BMCE)
Societd Ganarale 7 France France
| Citigroup 15 United States United States
Stendard Chartered 15 Urited Kingdom United Kingdom
Banque Sshélo Sahanenne 14 Libya Liwya
pour [Tnvestissemeant & e Commenca
BEI5
BNP Paribas 13 France France

.ﬂ.'rli'|5ri'fr=13 Hank 12 Moroooo Moroczo

Name cifncen | focsboncl | My
counties

Societd Ganarale 7 France France
Citigroup 15 Urited States Urited Statas
Stendard Chartered 14 Urited Kingdom United Kingdom
BNP Paribas 13 France France
Bank of Baroda g Inda India
Accass Holding ] (Sammany Unknowm
Albaraka Bark (Group) ] Bahrain Bshrain
HBL Pakiztan b Pakistan United Rap. of Tanzania
{Hatib: Bark Lid)
Imernational Commeenczal b Switzerdand Malaysia
Hark (ICE)
Rabobank ] Matharands Methedands
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XXl Recommendations (i)

Services is a driver of growth but its potential needs to be unlocked ....

Services should support a process of structural transformation,
characterized by a shift from low- to high-productivity activities, and a
declining share of agriculture in output and employment, as well as an
increasing share of manufacturing and modern services in output.

There are some dynamic emerging services subsectors with the potential
to generate growth, trade and employment opportunities, which have yet
to be tapped. For instance, logistics and distribution could greatly benefit
Africa’s agriculture and manufacturing sectors.

African policymakers need to place greater emphasis on how to move
towards the provision of more sophisticated services where there is
greater value addition, opportunities for technology transfer and linkage
development with other sectors of the economy.
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XXIl. Recommendations (ii)

Services is a driver of growth but its potential needs to be unlocked cont'd

Vesting the regulatory bodies of infrastructure services with sufficient independence,
whether they are public or privately owned, is critical to raising the efficiency of these
services to foster growth, raise competitiveness and achieve key SDGs.

Supporting the informal sector through measures that target private sector
development can promote services. For example modernizing transport and logistics,
addressing the efficacy of taxes, lowering regulatory burdens, and providing SME
support services can raise productivity and efficiency of informal services providers.

Developing services trade and advancing in regional integration processes are mutually
supportive. In order to boost the prospective benefits of greater intra-African trade,
the Continental Free Trade Area (CFTA) negotiations need to open up services trade in
parallel with trade in goods.
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XXIll. Recommendations (iii)

Don't forget services!

Engage in multi-stakeholder consultations in policy processes at all levels
Policy disconnects prevail between the national, regional and global levels of
policy making
Tools available to support and inform policy processes: multi-stakeholder
consultations, interministerial and parliamentary coordination, groups, focus

groups and surveys

Increase efforts to operationalize and implement existing African Union decisions
and institutions on trade
Greater efforts to transpose and implement AU decisions at the national and
regional levels
High Level African Trade Committee (HATC) needs to be vested with resources
and autonomy to lead the African services trade agenda

Include services trade in any CFTA negotiations strategy

Services trade need to form part of the CFTA negotiations in unison and in
parallel with the market access negotiations of trade in goods in order to set th

ground for boosting intra-African trade
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XXIV. Recommendations (iv)

Priorities for unlocking Africa's services trade, cont'd

For financial services in particular, address structural impediments to
finance
Including poor infrastructure, monopolies and regulation
Must target domestic competition and financial market concentration
as part of the constraints to finance
Policies focusing on access to financial services for the unbanked

Align regional and multilateral requlatory frameworks for financial services
Strive for consistency in existing regional and multilateral regulation for
financial services (e.g. Prudential regulation)

Carve-outs in emerging regional regulation that cater for financial
integration and the nascent regional banking sector
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