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The Intergovernmental Authority on Development (IGAD) region spans geostrategic waterways of
the Red Sea, the Gulf of Aden and the western Indian Ocean. In ancient times, these routes were a
conduit for African trade to and from Arabia, India and beyond. It is time for IGAD to maximise the
potential of maritime trade by establishing a Regional Maritime Council that can revitalise maritime
industries and promote economic integration.



Key findings

} Maritime trade in the Intergovernmental
Authority on Development (IGAD) region
is poorly developed and lacks a regional
mechanism to promote maritime industries for
improved coordination and better economic
returns. Although individual countries have
several entities, such as port and customs
authorities and shippers’ councils, that facilitate
trade, no coherent structures exist at the
regional level.

} Trade inhibition procedures, costly regimes and
exorbitant insurance premiums greatly affect
the movement of goods and services within
the region resulting in port congestion, high
stockpile levels and expensive logistics and
handling costs.

} IGAD member states lack coordinated regional
trade policies that could ease interstate and

Recommendations

For IGAD member states

} Direct the establishment of the IGAD Regional
Maritime Council (RMC) with a clear mandate
to champion the revitalisation of maritime
trade in the region. The RMC should be well
resourced to promote interstate maritime
trade and serve as the focal mechanism for
coordination, strategic collaboration and
advocacy for all the regional maritime players.

} Review the status of the implementation of
the IGAD RMC and re-examine its relevance
to effectively promote maritime trade in the
region and Africa as a whole.

} Create an IGAD Free Trade Area within the
region to benefit from the adoption of the
African Continental Free Trade Agreement.

} Nurture political will across the region to
economically integrate IGAD’s maritime trade.
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transit trade to improve economic integration.
The region also needs mechanisms to
proactively deal with challenges and bottlenecks
faced by the maritime industry players.

The region lacks a trade facilitation regime and
programmes that could offset some of the
current constraints mainly affecting transit trade.

There are insufficient infrastructural capacities
such as ports, railways and roads that could
ease transit trade transportation systems.
The current state of affairs indicates an
underdeveloped transport infrastructure that
acts as a barrier to economic development in
the sub-region.

The maritime and shipping sector lacks qualified
supply chain professionals. As a result, there
are glaring operational inefficiencies in most
countries in the sub-region.

For the IGAD Secretariat

} Prepare a business case for the
establishment of the IGAD RMC by making it
a priority item in the agenda of the Summit of
IGAD Heads of State and Government.

} Commission studies to comprehensively
examine the current state and potential of
maritime economies and intraregional trade in
the IGAD region.

} Undertake robust stakeholder mapping of
maritime industry players and entities, and
hold regular consultations with them to
accelerate efforts in trade facilitation as part
of a regional integration agenda.

} Provide support to the member states’
Maritime Training Institutes and establish a
regional body of knowledge and expertise on
maritime matters.



Introduction

In July 2019, the Intergovernmental Authority on Development (IGAD) and
the Institute for Security Studies (ISS) convened a high-level workshop

in Mombasa, Kenya. It was attended by delegations from IGAD member
states, shippers councils, national maritime associations, port authorities
and coastguards from Djibouti, Ethiopia, Kenya, South Sudan and Uganda
among other Indian Ocean countries.

The objective of the meeting was to discuss plans for creating an enabling
environment in the IGAD region that would deal with maritime threats and

ease bottlenecks and challenges to maritime-based regional trade. These

plans would help reduce the burden on regional shipping industries due to
high costs, including high premium costs, congestion and complexity.

The high premium costs are applied to ships transiting through the High
Risks Areas (HRASs) prone to piracy in the Red Sea, the Gulf of Aden and
the western Indian Ocean.! Following negotiations, the HRA was revised in
May 2019.2

Due to tensions in the Persian Gulf region and subsequent attacks on ships
transporting crude oil, these high war risk insurance premiums have been
introduced particularly in the Gulf zone® and when transiting the Red Sea,
through the narrow Bab-el-Mandeb Strait and into the Gulf of Aden.

A holistic approach is required to address the
numerous sea-based challenges and threats

This policy brief provides an overview of the state of maritime trade in the
IGAD region and the challenges to it. It is argued that for the region to
realise improved maritime trade and transit, a holistic approach is required
to address the numerous sea-based challenges and threats. It is thus
imperative that IGAD establishes a Regional Maritime Council (RMC).

The RMC will be a regional mechanism that brings together all member states,
relevant entities, authorities and shipping associations to effectively streamline
and boost regional maritime trade. It will do this by easing bottlenecks and
moderating challenges facing maritime industries in the IGAD region.

The policy brief also discusses what measures and mechanisms are
needed on a regional level to:

e Harness the economic and commercial potential of the region.

e Mitigate maritime threats including adverse political fallout from the Guilf
crisis* which negatively impacts the region.

Context and current maritime threats

Geographically, the IGAD region covers an area of 5.2 million km? and
includes Djibouti, Eritrea, Ethiopia, Kenya, Somalia, South Sudan, Sudan
and Uganda. The coastline stretches for 6 690 km and extends from the

THE IGAD REGION HAS
ABUNDANT NATURAL
RESOURCES
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Figure 1: The IGAD region
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Red Sea to the Gulf of Aden and the Indian Ocean. The IGAD region is
adjacent to the Eurasian landmass and is separated from it by only 32 km.
It has a population of about 250 million people.

The IGAD region has abundant natural resources but a robust maritime
trade among the member states and internationally has not developed.
Decades of intrastate and interstate conflicts, poor infrastructural
connections, limited regional economic integration and underdeveloped
economies have undermined the growth of the maritime trade.

Five of the eight IGAD member states, namely Sudan, Eritrea, Djibouti,
Somalia and Kenya, are littoral states. This strategic area experienced an
upsurge of piracy between 2005 and 2008, in particular off the Somali
coastline. Millions of dollars were lost to the pirates in the form of ransom
money, enhanced security escorts and delayed transit and this maritime
THE IGAD COASTLINE piracy greatly affected the international shipping business.

STRETCHES

To address this piracy, the international community swiftly responded
through the United Nations Security Council Resolution (UNSCR) 1851 of
2008 which is annually renewed.® Over 40 nations deployed naval forces
to patrol both the Red Sea and the Gulf of Aden.® These international

EXTENDING FROM THE responses and deployments demonstrated the economic value and
RED SEA TO THE GULF OF ADEN significance placed on the security of the sea lanes of communication
AND THE INDIAN OCEAN (SLOCQ) in the region, which transport some of the world’s most strategic

goods, such as oil and gas.
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Overall, the marked reduction in maritime piracy in the
region is due to several factors:

e Global strategic coordination and increased
patrols by the international maritime security
operations under the Combined Maritime Force 151
contributed to the decline.”

e |nternational shipping companies and vessel owners
adopted more stringent security measures onboard
that frustrated the pirates’ hijacking and hostage-
taking attempts.

e |nternational partners’ increased support to Somali
authorities lent much-needed operational capacity
that contained lawlessness in remote coastal
communities that were previously notorious pirate
strongholds.

Other issues impacting on this strategic conflict-
prone and fragile region include the Iran-US standoff
and tensions that appear to have resulted in a recent
spate of incidents in the Arabian Gulf around the Strait
of Hormuz.

Rationale for collective regional action

The African continent is poorly integrated in terms

of infrastructural linkages, it is constrained by too
much red tape and has too many obstacles to
stimulate intercontinental trade. However, the future of
intercontinental trade is not bleak.

At the continental level, various instruments, such as
the 2050 Africa’s Integrated Maritime Strategy (2050
AIM Strategy)® and the recent African Continental Free
Trade Agreement (AfCFTA), serve to create an enabling
environment for trade with the African Union (AU)
member states. Entering into force on 30 May 2019,
following overwhelming political will, the AfCFTA was
signed by 54 of the 55 AU countries and ratified by 30.°

According to the United Nations Economic Commission
for Africa (UNECA), pre-COVID-19 pandemic estimates
indicate a 52% increase in intra-African trade by 2022."°
This is because the AfCFTA requires its members to
remove 90% of the tariffs on goods and allow free
access to commodities, goods and services within
Africa by sea and overland. Of course, this is with

the assumption that the state parties' to the AfCFTA
agreement will continue honoring trade and customs
arrangements that are already in place.

Africa’s maritime trade is currently extremely low. The
AU only recently focused attention on this issue and
developed the AU maritime strategy.

The connectivity and capacity of the global shipping
fleets provide the backbone for global maritime

trade. According to the United Nations Trade and
Development Agency (UNTAD), the global maritime
trade and industries and related value additions employ
tens of thousands of people worldwide."”

Despite vast natural sea corridor endowments, Africa

is not well connected to the global maritime trade.
Likewise, although Africa is heavily dependent on global
maritime trade with 90% of its imports and exports
being seaborne trade, African countries only own 1%

of shipping fleets.™ This continental picture is not an
optimistic one.

At the continental level, there have been initiatives
launched at the AU to redress low intra-African trade™
and general cargo, among other things. Proposals
were put forward to stimulate continent-wide
cabotage laws with the view of increasing maritime
trade and easing intra-Africa trade barriers. A pan-
African cabotage policy is an option that needs to be
explored.’

Despite vast natural sea corridor
endowments, Africa is not well
connected to global maritime trade

At the IGAD level, the maritime and shipping industry’s
contribution towards national economies in the IGAD
region has not yet been determined. The present
emphasis is on the development of trade corridors such
as the Lamu Port-South Sudan-Ethiopia Transport
Corridor (LAPSSET) linking Kenya to South Sudan,
Ethiopia and Uganda; the Berbera—Addis Ababa
highway; the Kampala—Djibouti corridor; and the
rehabilitation of Eritrea’s ports of Massawa and Assab
and road links to Ethiopia.

According to the Mombasa-based Ports Management
Association of Eastern Southern Africa (PMAESA), there
has been little collaboration between African countries
in creating the necessary synergies for developing

an African cabotage system and the associated port
infrastructure. This would cater to the new generation of
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ships being constructed that could ply the Eastern and
Southern African sea lanes.™

Similarly, during a July 2019 meeting, the
representatives of the Shippers Council of East Africa
(SCEA) and allied industries discussed key challenges
inhibiting the realisation of the full potential of the
maritime industry. These include:

e |ack of qualified supply chains professionals

e Existence of costly regimes inhibiting trade and
movements of goods and services within the region

e (Congestion caused by high stock levels at ports
of entry

e High logistics and handling costs
e |nsufficient infrastructure capacities
e Politics and lack of harmony among member states

e | engthy freight clearance and arbitrary fees
or charges

e (Cargo insecurity and pilferage

e Unharmonised working hours and varying weights
at various weight bridges

e Operational inefficiencies along the Northern
Corridor."”

According to shipping industry experts, since 2008,
shipping insurance costs have risen. Most of these

increases are passed on to the consumers of cargo
goods especially those shipped through the HRAs."®

For example, shipping lines, such as the Mediterranean
Shipping Company, add a piracy surcharge for Port
Sudan of US$150/300 per TEU/FFE included as

freight surcharges passed onto shippers as indicated
above."” According to regional authorities, for exports
and imports to and from Middle East Gulf states, all
shippers, including all IGAD member states, attract a
war risk surcharge of US$36-40 per TEU container.
These additional costs reduce the competitiveness of
regional imports and exports.

Need for a Regional Maritime Council

In November 2017, the ISS helped convene an
important roundtable in Addis Ababa to enhance
dialogue about IGAD’s Integrated Maritime Safety
and Security Strategy (IMSS 2015-2030).2° During the
roundtable, the regional policymakers and experts
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called for the creation of a ‘regional platform’ to
coordinate both economic and technical matters
regarding the region’s maritime domain.

In July 2019, ISS and IGAD met up again in Mombasa.
Shippers and port and maritime administrators were
brought together to discuss the establishment of a
region-wide RMC as recommended during the previous
roundtable. The results of the discussion were later

put forward as a recommendation in the Mombasa
Resolutions in July 2019.

IGAD, as one of the AU’s recognised Regional
Economic Communities (RECs), is a key building block
for an overall common African Economic Community
and can play an important role in the economic
integration of the continent. The IGAD region, through
its member states, is well-positioned to play an
important link in the creation of a free trade area. The
member states could leverage their ports, dry-docks
and infrastructure to bring more investments into

the sector.

IGAD must promote and support
trade facilitation efforts as a part of
regional integration

By involving the private sector and industry players,
IGAD must advocate for increasing interstate trade.
This will in turn encourage the development of
much-needed infrastructure connecting not only the
member states but also countries in other economic
blocks, such as the East African Community (EAC)
and the Southern African Development Community
(SADC). The development of an integrated and
liberalised regional transport market in the IGAD
region depends on the existence of a larger, more
competitive and efficient maritime and shipping
sector.

To stimulate the maritime and shipping sector, IGAD
must promote and support trade facilitation efforts as
a part of regional integration. The region could accrue
significant economic benefits in the short and long
term with Djibouti, Berbera, Mogadishu, Mombasa,
Lamu and Assab as the region’s premier entry ports.
However, substantial investment in these ports is
necessary to upgrade and expand the infrastructure,
facilities and systems. It is also important to



deliberately link these ports across national borders by developing regional
transport corridors and highways.

These concerted regional integration efforts could boost transit trade
and increase rapid economic growth for its member countries. Such
investments will position the IGAD region in the global maritime trade circuit.

Furthermore, the IGAD region is yet to explore the potential for Short Sea
Shipping (SSS)?" which is the use of maritime transport for goods over
short distances as opposed to high seas shipping. The IGAD region — with
its vast 6 960 km coastline along the Indian Ocean, the Gulf of Aden and
the Red Sea — can be a good example for the SSS model with extensive
potential for trade within the region.

It is worth noting that a SSS platform can be constituted by member states’
key actors from the private and public sectors, such as shipping councils,
ports and maritime administrations and chambers of commerce.

The region could accrue significant economic benefits
with Djibouti, Berbera, Mogadishu, Mombasa, Lamu
and Assab as the region’s premier entry ports

To collectively address the many challenges to maritime trade in the region,
the IGAD member states must establish an RMC. The RMC will be a
regional body mandated by IGAD Heads of State and Government to:

e Promote and streamline regional maritime trade in the region
e Review and deal with bottlenecks faced by the shipping industries
e Coordinate operations with other global entities.

The RMC will have a small secretariat integrated into IGAD’s secretariat
structures. The proposed establishment of the RMC is in line with the
adopted IGAD IMSS 2015-2030 Strategy. Procedurally, IGAD Heads of
State and Government should formally approve the creation of the RMC.

Among its key functions, in addition to coming up with a proper framework
for boosting maritime trade in the region, the RMC needs to advocate

for the interests of the shippers and lobby regional and international
governments. For instance, the body could push for the review of high
insurance premiums imposed on ships transiting through insecure sea
corridors.

As an example, in 2015, a revision of the HRA was undertaken at the
behest of littoral states for India who had complied and increased its
offshore patrols.?? The IGAD region needs to negotiate effectively for the
review of the HRA and its ultimate scrapping. The HRA mechanisms are
determined and reviewed by the Baltic and International Maritime Council
(BIMCOQ), an international group made up of shipping associations, oil
industry organisations and the International Chamber of Shipping (ICS)
among others.

THE IGAD REGION IS YET TO
EXPLORE THE POTENTIAL
FOR SHORT SEA SHIPPING
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It is necessary for a concerted effort by the IGAD region to collectively,
and in collaboration with international initiatives, fulfil the security burden of
patrols and curb piracy, especially off the Somali coastline.

Conclusion

To effectively deal with the numerous challenges in maritime trade, IGAD
must urgently establish the RMC. This would be composed of both private
and public sector stakeholders.

Such a council would assist in assessing the state of the maritime
economy, challenges and opportunities. It would provide a forum for

state and non-state actors to regularly consult and address challenges. It
would also develop strategies and policies for member states to create an
enabling environment to facilitate maritime trade in the region. The RMC
would work towards bringing a common understanding amongst shipping
and maritime industry players, government entities, local communities, the
tourism sector, member states and other interested parties.

Through the creation of the Regional Maritime
Councll, the IGAD region could have an early start
and reach out to other RECs

Importantly, the RMC will act as the region’s collective voice to engage

and negotiate with cross-regional maritime authorities as a step towards
effectively positioning the IGAD region in global maritime trade circles.

The RMC can also assist with the strategic coordination of other global
players to streamline and promote the IGAD maritime sector’s growth while
addressing sea-based threats.

Through the creation of the RMC, the IGAD region could have an early
start and reach out to other RECs. These would include the EAC, SADC,
Economic Community of Central African States (ECCAS), Common Market
for Eastern and Southern Africa (COMESA), Community of Sahel-Saharan
States (CEN-SAD) and Economic Community of West African States
(ECOWAS) as well the Maghreb Union and the Gulf Cooperation Council/
Arab League. Such an engagement should focus on building regional and
continental consensus to effectively implement the AfCFTA?® with a special
focus on the enhancement of intra-Africa maritime trade from the Gulf of
..."“'.O. Guinea to the Somali coast.

' Recommendations
B % To effectively boost maritime trade in the region and promote strategic

coordination with other global players, the following policy options could
be undertaken by IGAD Heads of State and Government through the IGAD

.
T

TO COLLECTIVELY ADDRESS Secretariat:
MARITIME TRADE CHALLENGES, ~ °cretanat
IGAD NEEDS AN RMC e Establish an IGAD RMC as a regional body that will work to promote

maritime trade and serve as the focal mechanism for coordination,
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strategic collaboration and advocacy for all the
maritime players in the region. The RMC should
be mandated to promote and advance maritime
trade and as well as lobby for the removal of all
bottlenecks that undermine the growth of the
maritime sector in the region.

Commission a study to comprehensively examine
the state and the potential of maritime economies
and trade in the region and then propose strategies
and policy options for effective implementation

of AfCFTA with a focus on inter- and intraregional
maritime trade.

Commission feasibility studies on the development
of SSS modal transport systems and also examine
value addition to increase interstate trade using
existing maritime ports in the region.

Initiate efforts in trade facilitation as part of regional
integration with a focus on increasing inter-regional
cabotage. This goes hand-in-hand with the
development of integrated and liberalised regional
transport considering the maritime transport,

supply and logistics sectors to increase inter-
regional cabotage.

The IGAD countries should approach maritime and
shipping industries from the standpoint of cabotage.
Hence, the IGAD member states, through relevant
entities, need to undertake an extensive mapping

of the maritime industry players and their assets
including ownership, registration of vessels and
various service providers.

Push for IGAD’s Free Trade Area (FTA) within

the region to benefit from the adoption of the
AfCFTA. This will create significant economic and
job creation opportunities for the region which
could augur well in terms of trade facilitation and
continental integration ideals under the AU’s
agenda 2063.

Use an in-house IGAD Strategy 2016—2020 as well as
the AfCFTA and Action Plan for Boosting Intra-African
Trade (2012) to roll-out regional-level protocols. The
protocols will create a facilitation regime to enhance
trade as well as increasing cabotage.
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