
ORIGINAL ARTICLE

Unmaking of a Customs Union: Regional (Dis)integration
in the East African Community

Jakob Rauschendorfer1* and Anna Twum2

1International Growth Centre, Uganda and 2International Growth Centre, Rwanda
*Corresponding author. Email: jakob.rauschendorfer@theigc.org

(Received 15 February 2021; accepted 27 May 2021; first published online 28 July 2021)

Abstract
The Common External Tariff (CET) of the East African Community (EAC) customs union has long been
considered the cornerstone of the most successful example of regional integration in Sub-Saharan Africa. In
this paper, we assess the implementation of the EAC-CET using a novel dataset of country- and firm-level
deviations from the common tariff regime constructed by digitizing information in gazettes published by
the Secretariat of the EAC between 2009 and 2019. Employing these data, we present five patterns on
EAC tariff policy: (i) increased usage of country-level deviations from the common tariff regime render
the EAC-CET less and less ‘common’; (ii) Kenya, Tanzania, and Uganda predominantly use unilateral
deviations to increase external protection while Rwanda mostly decreases tariffs; (iii) Kenya, Tanzania,
and Uganda increase tariffs for the same classes of products, but target different industries; (iv) unilateral
tariff reductions at the country level are mostly used to facilitate access to inputs; (v) data on firm-level
exemptions suggest that private sector development in the EAC would benefit from lower tariffs on inter-
mediate inputs. Our findings demonstrate an incipient but clear trend in the EAC away from a communal
tariff regime and towards national and more protectionist trade policies.
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1. Introduction
Regional Economic Communities (RECs), also called Regional Trade Agreements, have been at
the heart of industrializations strategies in Sub-Saharan Africa and have grown in number and
membership in recent decades. In an attempt to expand their markets and address regional inef-
ficiencies (economic, political, and geographic), African nations have increasingly leaned on
RECs as documented by the rising number of agreements these countries conclude among them-
selves rather than with countries in the North (de Melo and Tsikata, 2015).1 In reality, however,
many RECs have endured on paper but waned in practice. Whether due to limited implementa-
tion capacity or low political will, most African RECs are not fully implemented and significant
obstacles to higher intra-regional trade like tariffs and non-tariff barriers remain.

The East African Community (EAC), the ‘only fully operational customs union in Africa’
(AfDB, 2019: 80), has long been considered a rare example for an African REC that has

© The Author(s), 2021. Published by Cambridge University Press

1Currently, there are eight RECs in Africa that form the building blocks of the African Continental Free Trade Area
(AfCFTA) which entered into force in May 2019. These are: the Arab Maghreb Union (AMU), the Community of
Sahel-Saharan States (CENSAD), the Common Market for Eastern and Southern Africa (COMESA), the East African
Community (EAC), the Economic Community of Central African States (ECCAS), the Economic Community of West
African States (ECOWAS), the Southern African Development Community (SADC) and the Intergovernmental Authority
on Development (IGAD). Often, countries are part of multiple RECs. For example, Uganda is part of COMESA, IGAD
and the EAC.
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completely liberalized trade among its member states.2 In this paper, we show that EAC members
risk undermining this achievement by gradually dismantling the key feature of the customs
union: the EAC Common External Tariff (CET), a unified tariff regime eliminating price differ-
entials for imported goods across different EAC markets thereby facilitating and promoting free
intra-EAC trade. Crucially, and similar to most other customs unions, EAC members (as well as
individual firms) can deviate from the EAC-CET through exemption schemes. However, little is
known about the prevalence and nature of these deviations even though they undermine the CET
as the key principle of a customs union.3

In this paper, we provide the first comprehensive review of such deviations from the EAC-CET.
To the best of our knowledge, this is the first systematic exploration of deviations from the CET of a
developing-country customs union, and certainly in Africa.4 We construct a new dataset of
country- and firm-level deviations from the CET at the product level by digitizing information
published in the gazettes of the Secretariat of the East African Community covering fiscal years
2009/2010 to 2019/2020. The constructed data set includes 2,580 deviations from the EAC-CET
at the country-level and 23,275 deviations of individual firms. Using these data, we document
five findings on the state of the EAC-CET and tariff policy in the EAC customs union.

First, increased usage of country-level deviations renders the EAC-CET less and less ‘com-
mon’. For the 2017/2018 fiscal year, the last year for which trade data are available, our estimates
suggest that more than 4% of imported tariff lines, accounting for about 2% of total EAC import
value, entered the EAC under more than one tariff rate (compared to only about 0.5% of imports
in 2009/2010). When we apply data on deviations from the most recent fiscal year (2019/2020) to
the last year for which trade data are available, this extrapolation suggests that a sizeable 11% of
imported tariff lines, accounting for about 7% of total EAC import value, entered the customs
union under more than one tariff rate in that year.

Second, Kenya, Tanzania, and Uganda use unilateral deviations to increase external protection
while Rwanda makes use of the same mechanism mostly to decrease tariffs. These changes tend
to persist due to countries renewing their deviations in subsequent fiscal years.

Third, Kenya, Tanzania, and Uganda increase tariffs for the same broad classes of products
(intermediate and final goods) but target different industries.

Fourth, tariff decreases through unilateral deviations at the country level are mostly used to
facilitate access to inputs and correct for misclassifications in the EAC-CET, which wrongly
assigns tariffs of 25% to a number of goods that should be taxed at 0% or 10% in line with
the intended design of the tariff schedule.

2De Melo, Solleder, and Sorgho (2020) review market integration efforts in Africa, including an assessment of individual
RECs. They show that in comparison to SADC and COMESA, the EAC (as well as ECOWAS) have succeeded in eliminating
tariffs on trade between members of the REC. In comparison to ECOWAS, the authors also assert that the EAC has pursued
more transparent policies with significant documented efforts to reduce non-tariff barriers between members. Additionally,
the EAC has succeeded in significantly reducing transport costs through multi-country collaborations like One Stop Border
Posts, improved road surfaces, and close collaboration of their customs departments (cf. Spray, 2017). The EAC comprises of
Kenya, Tanzania, Uganda, Rwanda, and Burundi. South Sudan joined the EAC in April 2016, but does not yet partake in free
intra-EAC trade or in common tariff policy.

3Of all customs unions currently in operation, only the European Union (EU) and the Southern African Customs Union
(SACU) are ‘pure’ in the sense that members have to strictly implement the CET of the agreement (Bhala, 2015, 147). Other
customs unions allow members to deviate from their CET for a range of products. For example, in ECOWAS, members are
allowed to deviate from the CET for a maximum of 3% of all tariff lines by applying for a so-called Import Adjustment Tax
(cf. Laski, Mancellari, and de Melo, 2014).

4In the case of the EAC, the only review concerned with assessing whether member states achieve the goals they set among
themselves is the EAC Common Market Scorecard last published in 2016. Regarding the institution of the EAC-CET in par-
ticular, the review only notes that exemptions do take place and that the CET therefore needs to be reviewed. However, a
systematic evaluation of the extent and type of deviations from the common tariff regime is missing. The only other
study exploring the topic of tariff exemptions in the EAC is Bünder (2018), who explores the influence of interest groups
on EAC members’ unilateral deviations from the EAC-CET through stakeholder interviews.
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Fifth, data on firm-level exemptions suggest that private sector development in the EAC would
benefit from lower tariffs on intermediate inputs.

The remainder of this paper is organized as follows. In section 2, we briefly describe our data
and the context of our study. In section 3, we present five patterns on tariff policy in the EAC.
Section 4 concludes.

2. Context and Data
The EAC-CET is a component of the customs union protocol signed by five members of the EAC:
Uganda, Tanzania, Kenya, Rwanda, and Burundi. The regime consists of a three-band system
assigning 0% on imports of capital goods, 10% on imports of intermediate inputs, and 25%
on imports of final goods.5 The rationale of this three-band structure is to allow for affordable
access to imported factors of production while offering substantive rates of protection to local
industry. Crucially, the CET is the defining tariff regime for all members of the EAC: trade
among EAC members is tariff free with bilateral tariffs between member states at zero, while
imports originating from countries that export to EAC members under a different tariff regime
are negligible.6

The CET has two major exemption schemes that allow countries and individual firms to deviate
from the common tariff schedule for individual products and specified periods.7 The first are
country-wide deviations through the Stay of Application (SoA) mechanism, which EAC members
can employ to unilaterally decrease or increase tariffs relative to agreed EAC-CET rates. These new
tariffs apply to all importers of the good subject to the deviation. The second are firm-level exemp-
tions through the Duty Remission Scheme (DRS). These allow individual, approved firms to import
inputs at tariffs lower than those set by the EAC-CET and are often accompanied by quantity
restrictions (see example below). Both types of exemptions are subject to approval mechanisms
at the EAC level and are announced to the public through gazettes published by the Secretariat
of the East African Community. The following are examples for both types of deviations.

Stay of Application: HS-Code 5608.11.00 (‘Made up fishing nets’): Rwanda to stay application
of the EAC-CET and apply a duty rate of 10% instead of 25% for one year (cf. EAC, 2016, 3).

Duty Remission Scheme: HS-Code 1701.99.10 (‘White Refined Sugar’): Approved Kenya
manufacturers and quantities of sugar for industrial use to be imported at a duty rate of
10% under the duty remission scheme for twelve months. Company ‘ROK Industries Ltd’
allocated 700 metric tonnes for the productions of assorted sweets (cf. EAC, 2019, 4).8

In this paper, we create a dataset capturing both types of tariff deviations at the level of the imple-
menting country, fiscal year, and product (as well as the individual firm in the case of the DRS),
by digitizing information from all gazettes published by the EAC secretariat between 2009 and
2019. We then combine data on these two types of deviations with the official EAC-CET
schedules, detailing product-specific statutory tariffs for about 5,600 goods. The result is a
panel dataset of statutory tariff rates for each member of the EAC customs union from fiscal
year 2009/2010 to 2019/2020, complete with data on 2,580 country-level deviations from the
EAC-CET through the SoAs and 23,275 firm-level deviations through the DRS. Finally, we

5The regime also includes a List of Sensitive Items, offering rates of protection of 35% or higher to a number of tariff lines
(see EAC, 2017, 492–495).

6For example, in the case of Uganda, firms from countries located in the COMESA-FTA enjoy tariffs that are normally
lower than those of the EAC-CET when exporting to Uganda but still positive (cf. De Melo, Solleder, and Sorgho, 2020, 30).

7In this paper, a ‘product’ is always an 8-digit tariff line as regulated by the EAC-CET (e.g., 1905.3100: Sweet biscuits).
8The usual EAC-CET rate for sugar is 100% ad valorem.
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merge these data with import data from the Trade Map database maintained by the International
Trade Centre (Trade Map 2020).9 Wherever suitable, we complement our findings at the EAC
level with insights from Ugandan customs data.

To the best of our knowledge, this is the first and only dataset on tariff deviations for all five
EAC member states. Although applied and statutory tariff rates could be obtained from the cus-
toms data of individual countries, creating a panel dataset would require access to these data for
each EAC member state and over multiple years. Additionally, although the EAC Secretariat coor-
dinates both the SoAs as well as the DRS, the only public record of these deviations from the CET
are the EAC gazettes, which provide this information only as PDFs or in printed form.10 Beyond
allowing us to document the implementation of the EAC-CET, our project also contributes a
valuable research dataset for future work on the EAC customs union.

3. Five Patterns on Tariff Policy in the East African Community
(1) Increased usage of country-level deviations through the SoAs have rendered the CET less and
less ‘common’.

Figure 1(a) shows the evolution of a simple count of granted SoAs per EAC member and fiscal
year. The figure demonstrates that the number of approved, country-wide deviations from the
EAC-CET has increased significantly over the course of the past decade, from below 100 in
2009/2010 to more than 900 in 2019/2020. Notably, some countries use the scheme more
frequently than others; Kenya, Tanzania, and Uganda unilaterally deviate from the EAC-CET
for many products, especially in more recent years.11 Rwanda is a notable user of SoAs as well
but for fewer products. In contrast, Burundi has utilized SoAs from the EAC-CET only for a
handful of products in any given year.

Figure 1(b) explores the impact of this sizeable number of country-specific deviations on two
measures of uniformity of the EAC-CET: the number of tariffs lines traded under a uniform
rate and the share of imports entering the EAC under a uniform rate. Factoring in country-
specific deviations through the SoAs, on the left y-axis of Figure 1(b) we show the number
of products that entered the EAC customs union under one tariff rate, expressed as a share
of all varieties EAC members imported from outside the region. On the right y-axis, we express
the EAC’s import volume that enters the union under a single tariff rate as a share of total EAC
imports from outside the region. While we do not have import data for 2018/2019 and 2019/
2020, we can extrapolate the share of affected import volumes by applying SoAs implemented
in those two years to the import volumes of EAC members in 2017/2018. Following this pro-
cedure, we estimate that about 7% of all EAC imports entered the customs union under differ-
ent rates in those two fiscal years (assuming imports in 2017/2018 are a suitable proxy for
imports in 2018/2019 and 2019/2020).

These findings demonstrate an incipient but clear trend towards a less communal tariff regime
in the EAC customs union. EAC member states have increasingly moved towards national trade
policies by implementing tariffs different from those stipulated in the EAC-CET through the
SoAs. The result is that a significant share of the union’s import volume enters the EAC
under different tariff rates. While this estimate relies on an extrapolation, when examining
Ugandan customs data for the 2018/2019 fiscal year, we find that those products subject to a

9Additional details describing context and data are available in the working paper version of this article (Rauschendorfer
and Twum, 2020).

10Please refer to the working paper version of this article for more detail (Rauschendorfer and Twum, 2020).
11The sizeable increase in SoAs in the 2018/2019 and 2019/2020 fiscal years can in part be explained by countries increas-

ingly being granted SoAs on whole headings and even chapters of the EAC-CET, which accommodate many individual
8-digit tariff lines. For example, in fiscal year 2018/2019, Uganda and Tanzania were granted SoAs from the EAC-CET
for all five products under the heading 18.06 ‘Chocolates’.
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SoA contributed about 8.1% to the country’s import volume in that year, adding considerable
credibility to these estimates.

Besides being contrary to the EAC’s mission of trade integration, deviations through the SoA
scheme create price differentials of imported goods across different EAC markets that matter for
the ability of the EAC to leverage the institution of a CET to boost intra-regional trade.
Specifically, sustained differences in the price of imported inputs are likely to encourage ‘trade

Figure 1. (a) Unilateral deviations from the CET have increased substantially and (b) render the CET less ‘common’
Notes: (a) A SoA allows an EAC member to unilaterally deviate from the CET and implement a tariff (higher or lower) for the period
of one fiscal year. (b) The left Y-axis expresses the number of imported varieties that entered the EAC customs union under a
communal tariff rate. The right Y-axis expresses the import volume that entered the EAC under a communal tariff rate as share of
total EAC imports (i.e., it subtracts imports entering under SoAs). Import values for 2018/2019 and 2019/2020 are the ones from
2017 to 2018, the latest year for which these data are available. For Rwanda, import data are only available up to 2013/2014 and
aggregate figures for later years exclude Rwanda.
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deflection’, where goods are imported through the EAC member with the lowest tariff and sub-
sequently exported tariff free to other EAC members under the customs union protocol.12 To pre-
vent such practices, EAC members would have to implement measures that could significantly
impede on intra-regional trade such as temporary or permanent import bans, more restrictive
Rules of Origin, burdensome checks and controls for intra-regional shipments, or, probably
most concerning, the possibility of re-introducing intra-EAC tariffs.

(2) Kenya, Tanzania, and Uganda predominantly use SoAs to increase external protection while
Rwanda makes use of the mechanism mostly to decrease tariffs.

Figure 2 tracks the number of individual SoAs that increased tariffs (in red) and decreased
tariffs (in blue), relative to standard EAC-CET rates per fiscal year for Kenya, Tanzania,
Uganda, and Rwanda.13 As evident from this illustration, Uganda, Kenya, and Tanzania have
increasingly made use of the mechanism to increase tariffs. Rwanda has done the opposite
and mostly used SoAs to decrease tariffs.14

To provide a sense for the magnitude of these tariff reforms, we can again rely on customs data
for Uganda. In line with the substantial number of SoAs the country implemented between fiscal
year 2014/2015 and fiscal year 2019/2020, the average collected tariff rate on individual shipments
increased from 13.96% to 17.40%, an increase of almost 25%. Over the same period, the aggregate
applied rate increased by 63% (from 3.29% to 5.36%).15

The finding that Tanzania, Kenya, and Uganda strive towards higher tariffs for imports into their
domestic markets while Rwanda uses SoAs mostly to lower tariffs bears interesting implications
from the vantage point of efficiency and economic development. Tariffs can affect consumer welfare
through higher prices of goods (cf. Artuc, Porto, and Rijkers, 2020) and can affect the development
of industry by affecting competition in final goods markets and by regulating the price of imported
inputs that are required for competitive production.16

(3) Kenya, Tanzania, and Uganda increase tariffs for the same broad classes of products but target
different industries.

What classes of products and industries do EAC members increase tariffs on using SoAs? To
answer this question, we first restrict our data to those SoAs that led to tariff increases and merge
the data with the Broad Economic Categories (BEC) taxonomy of goods, allowing us to categorize
traded goods in line with their primary end use (capital goods, intermediate inputs, and

12While recent results presented in Felbermayr, Teti, and Yalcin (2019) suggest that in many instances ‘trade deflection’ is
not profitable due to non-negligible transport costs and similarity of external tariffs, anecdotal evidence for such practices in
the EAC is widespread. For example, for the case of Ugandan rice imports from Tanzania, Joughin (2019: 6) reports that ‘By
2014, the majority of rice coming into Uganda was sourced in Tanzania, some of it genuine Tanzanian product but some also
having been imported into Zanzibar at the special rate and then repacked and brought ‘legally’ into Uganda … . In 2016,
citing food shortage concerns, the Tanzania government applied for further exemptions to import rice from outside the
EAC at a lower CET rate. Again, the exemption was abused with local Tanzanian rice being adulterated with repackaged
and re-labelled rice from Pakistan.’

13We exclude Burundi from this analysis as the country only implemented 73 SoAs over the entire study period. These
figures are included in the working paper version of this article (Rauschendorfer and Twum, 2020).

14As an example, consider Rwanda’s actions in fiscal year 2016/2017 when all EAC members agreed to a number of per-
manent changes in the CET and increased tariffs on products including fishing nets, oil, and petrol filters, smart cards, milk
cans, and a variety of steel products. As a response, Rwanda implemented SoAs for these products, and unilaterally reversed
these tariff increases (cf. EAC, 2016, 2–4).

15The ‘average collected tariff rate’ is the simple average of the tariff rates collected on Uganda’s shipments (duty paid/
import value of a shipment). This is the tariff Ugandan firms, individuals and institutions pay on average when importing.
The ‘aggregate applied rate’ divides the sum of all duties collected in a fiscal year by Uganda’s total import volume over the
same period, i.e., it expresses the rate collected on the volume of Uganda’s imports rather than taking an importer perspective.

16For a literature review on the effects of trade liberalization on firm productivity, see Shu and Steinwender (2018).
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consumption goods).17 We present the result in Table 1, Panel A. We omit Rwanda and Burundi
due to the very small number of SoAs these countries implement to increase tariffs.18

We find that Kenya, Tanzania, and Uganda employ tariff increases almost exclusively to issue
higher protection on intermediate inputs and consumption goods (in similar shares), mirroring a
desire to shield their domestic industries from global competition. It is important to note that
tariff increases on products labelled as ‘intermediate’ are most likely used to protect domestic pro-
ducers in the same way as higher tariffs on consumption (or final) goods. For example, in 2018/
2019, Kenya increased tariffs on a large number of processed steel products such as flat-rolled
iron, iron bars, rods, nails and others – goods that the country produces in sizeable volumes
and exports to the region. In the BEC taxonomy, these products are labelled as ‘intermediate’
goods, also suggesting that tariffs on such products are likely to hurt downstream industry
in EAC members (e.g., the construction sector in the case of steel) while higher tariffs on
final/consumption goods may predominantly affect consumers.

Using our data, we are also able to delve into deviations across industry and product categories.
We find a few similarities but also striking differences. First, Kenya, Tanzania, and Uganda, all
increase tariffs on the imports of base metals (mostly steel products at various stages of process-
ing). However, unlike Kenya, Tanzania and Uganda also issue higher tariffs for the agricultural
sector and its downstream industries (e.g., fats and waxes, prepared foodstuffs, and beverages).
We also find that all three countries offer higher CET rates of protection for textiles, but

Figure 2. Countries deviate from the CET into different directions
Notes: Omitted are those SoAs that do not unambiguously result in a higher or lower tariff rate on a product. For a small number
of cases, the formulation of an SoA in the EAC gazettes is as follows: ‘Sunflower Oil – Kenya to stay application of EAC CET of 25% and
apply a duty rate of 25% or USD 500/MT whichever is higher for one year.’ We count these cases as increases as the country
moves from a fixed ad valorem tariff to a choice between the same ad valorem tariff or an amount that is higher.

17We use the Broad Economic Categories, Version 5 categorization of goods developed by the United Nations.
18Twenty-three for Rwanda and 12 for Burundi over the entire study period.
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Kenya is more consistent and applies higher rates on a much larger number of individual
products.19

(4) Tariff decreases through the SoAs are mostly used to facilitate access to inputs and correct for
misclassifications in the EAC-CET.

Next, we restrict our data to those SoAs used by EAC members to decrease tariffs on imported
products. Once again, we split the data into three categories: capital goods, intermediate inputs,
and consumption goods (Table 1, Panel B). In terms of absolute numbers, it is noteworthy that
Rwanda and Uganda have used SoAs to decrease tariffs on a sizeable number of products over the
years while Kenya and Tanzania have made little use of the scheme for this purpose, relative to
their excessive use of the scheme to increase tariffs.

In terms of the broad classes of products targeted for tariff reductions, capital goods and
intermediate inputs make up the largest share (almost 87% of all cases). This suggests that
EAC members use the mechanism to facilitate access to imported factors of production rather
than, for example, to improve consumer welfare by lowering prices on consumption goods.20

Specifically, our data suggest that countries employ the SoA mechanism to manually correct
for ‘misclassifications’ in the CET. To recap, the goal of the three-band system of the CET
(0% for raw material/capital goods, 10% for intermediate inputs, and 25% for final/consumption
goods) is to make access to imported inputs affordable while at the same time offering substantive
protection to local industries. Previous research on the EAC-CET suggests that the regime suffers
from issues of misclassification. Many goods that are intermediate inputs and should therefore be
subject to the 10% rate are erroneously misclassified as final/consumption goods and subject to
the 25% rate. Similarly, a small number of raw materials and capital goods are subject to tariffs
greater than zero (cf. Frazer, 2017, 6–7). To assess the extent to which countries use SoAs to cor-
rect for such misclassifications, we compare the original CET rates for the products that are

Table 1. SoAs by direction of tariff change and end-use of goods

Capital goods (%) Intermediate inputs (%) Consumption goods (%) Total (#)

Panel A: SoAs that led to tariff increases.

Kenya 2 40 58 818

Tanzania 0 53 47 410

Uganda 4 42 55 499

Panel B: SoAs that led to tariff decreases.

Kenya 0 78 20 114

Tanzania 24 66 3 76

Uganda 18 70 7 217

Rwanda 17 70 10 344

Burundi 56 34 7 61

Notes: The table shows per each country the percent of SoAs over the period 2009/2010–2019/2020 that increased tariffs on imports of
capital goods, intermediate inputs, and consumption goods (Panel A) or decreased tariffs (Panel B). The total number of SoAs that led to
tariff increases is 1,762 and the number of SoAs that led to tariff decreases is 812. Classification in line with the Broad Economic Categories
taxonomy of goods. For a small number of cases where the BEC assigns a good into more than one category (e.g., sugar is both an
intermediate input as well as a consumption good), we assign the product to the first category. For tariff increases, there are three distinct
products that do not have a corresponding BEC categorization. For tariff decreases, the same number is six. We drop unclassified
products from the table. All percentages are rounded.

19For additional details, see the working paper version of this article (Rauschendorfer and Twum, 2020).
20Over the entire study period, only 78 SoAs led to lower tariffs for consumption goods. Forty-one cases concerned the

importation of rice for which Rwanda, Kenya, and Tanzania frequently implement rates lower than the 75% rate in the CET
for this product.
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subject to tariff reductions with the rates they should have according to the BEC classification: 0%
for raw material/capital goods, 10% for intermediate inputs, and 25% for final/consumption
goods. We find that 619 out of 812 products (76%) that were subject to tariff decreases through
the SoAs over the study period were misclassified in the CET according to the BEC.21

Crucially, and related to the first three findings presented in this paper, our data also suggest
that deviations from the EAC-CET through SoAs tend to be permanent: Across all EAC members
around 76% of SoAs granted in 2017/2018 were still in place two years later, while around 89% of
those issued in 2018/2019 were still in place in 2019/2020.22

(5) Data on firm-level exemptions through the DRS suggest that private sector development in the
EAC would benefit from lower tariffs on intermediate inputs.

Finally, we explore data on firm-level exemptions from the CET through the EAC’s DRS. First,
in Figure 3, we offer a simple count of the number of approved firm-level exemptions through the
DRS per EAC member and fiscal year.23 The number of deviations from the EAC-CET through
the DRS has increased substantially over the years. Figure 4 takes a product perspective. The left
figure provides a count of the individual products imported under the DRS, while the right figure
expresses this number as share of all of a country’s imported varieties. For example, Burundi’s 331

Figure 3. DRS exemptions from the CET have increased substantially

21It should be noted that using an internationally standardized nomenclature like the BEC for this purpose has shortcom-
ings. Some products may well be primarily a final consumption good in some countries, but predominantly an intermediate
in others. For example, the BEC categorizes ‘husked (brown) rice’ as an intermediate product according to end use, although
in EAC countries the product is both milled and further processed as well as consumed directly.

22Differences across countries exist. For example, Tanzania reveals a considerably lower two-year survival rate for SoAs
than other EAC members (65%, compared to 92% in Uganda and 86% in Kenya). We refer to data from the last three fiscal
years since EAC members only started to make excessive use of the SoAs after 2017/2018. See the working paper version of
this article for more details (Rauschendorfer and Twum, 2020).

23Every time a firm is granted to import a product at a tariff lower than the CET rate through the DRS this is counted as a
deviation. Tariffs approved for the DRS are usually 0 or 10%.
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DRS approved products correspond to a sizeable 7% of all individual goods the country imported
from outside of the EAC in the same fiscal year.

What types of products do firms import under the DRS? Again making use of the BEC clas-
sification, Table 2 presents the share of approved DRS exemptions from the EAC-CET per the
three broad categories capital goods, intermediate goods, and consumption goods. In line with
the purpose of the scheme to facilitate access to inputs for production, the vast majority of devia-
tions are for imports of intermediate inputs. An outlier is Tanzania: only 65% of the country’s
DRS deviations concern intermediate inputs with a large share of exemptions targeted at
consumption goods.24

An important (if unsurprising) insight from these data is that the private sector of the East
African Community seem to reveal a preference for lower tariffs on imported intermediate inputs
from outside of the region. However, the number of individual firms with gazetted access to the
DRS is very small compared to the size of the private sector in these countries.25 This means that
a limited number of companies have more affordable access to imported factors of production
than existing and potential domestic and regional competitors, potentially undermining
competition and entry.

Figure 4. An increasing number of individual prodcuts are imported under the DRS
Notes: The left graph shows the number of individual products imported under the DRS. The right graph expresses these as share of
individual products imported by an EAC member. For Rwanda, data are only available up to 2013/2014.

Table 2. Deviations from the DRS per product category and country

Capital goods (%) Intermediate inputs (%) Consumption goods (%) Total (#)

Burundi 1 93 4 4,274

Kenya 1 85 13 4,613

Rwanda 1 92 7 9,046

Tanzania 6 65 29 2,614

Uganda 1 85 14 2,728

Notes: The table shows per each EAC member the percent of its total DRS deviations over the period 2009/2010–2019/2020 in different
product categories. The total number of these exemptions across all EAC members was 23,275. To classify goods into the three categories,
we employ the Broad Economic Categories taxonomy of goods. For a small number of cases, the BEC assigns a good into more than one
category (e.g., sugar is both an intermediate input as well as a consumption good). For these cases, we assign the product to the first
product category. We omit a small number of products that are not classified by the BEC. All percentages are rounded.

24Same as for deviations through the SoAs, exemptions through the DRS are typically renewed at the firm/product level.
25Often between 100 and 300 firms per country and fiscal year. See the working paper version of this article

(Rauschendorfer and Twum, 2020).
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Furthermore, we find inconsistencies in EAC members’ national trade policies that seem to
suggest favouritism of individual firms. Specifically, we document a small number of cases
where EAC members increased tariffs country-wide through the SoAs while at the same time
granting one or more firms access to the very same product at a lower rate through the
DRS.26 While not numerous, these instances suggest that some firms are able to leverage their
political influence to obtain crucial factors of production at competitive prices from abroad,
while their (existing and potential) competitors suffer higher tariffs.

4. Concluding Remarks
In this paper, we construct a novel data set of country- and firm-level deviations from the
EAC-CET by digitizing information published in the gazettes of the Secretariat of the East
African Community between 2009 and 2020. We employ these data to assess the integrity of
the EAC-CET, a cornerstone of what is arguably Africa’s most successful REC.

We establish the following findings. First, increased usage of country-level deviations ren-
ders the Common External Tariff less ‘common’ and large shares of traded products are
affected. This departure poses a threat to the customs union’s potential to promote regional
trade and could impede future efforts to deepen regional integration in the EAC. Second, dif-
ferences in the use of unilateral deviations show that Kenya, Tanzania, and Uganda strive
towards higher protection, while Rwanda employs the mechanism mostly to decrease tariffs.
Third, the three countries that increase tariffs through unilateral deviations target the same
broad class of products but target different industries. Fourth, in those instances where coun-
tries decrease tariffs through these reductions, they predominantly target inputs for produc-
tion (rather than consumer goods) and are used to manually correct for misclassifications
in the CET regime. Fifth, and closely related, data on the DRS suggest that private sector devel-
opment in the EAC would benefit from lower tariffs on intermediate inputs.

We conclude with three questions for further research:

i) How effective is national and regional tariff policy in the EAC at fostering the develop-
ment of firms? For example, what is the effect of higher external protection on firm (and
sectoral) productivity, exports and employment?

ii) What is the role of access to intermediate inputs for firm performance and does (possibly
discriminatory) access to the DRS undermine competition and entry of new firms?

iii) What economic and political forces drive the observed patterns of protection in different
EAC members?
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