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EAC takes step
towards single
currency use
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KENYA’S FOREIGN POLICY MUST
LOOK AT GEOPOLITICAL CHANGES

ALLIES: President Uhuru Kenyatta and his Tanzanian counterpart Jakaya Kikwete during the
signing of the third important pillar of integration, East African Community Monetary Union in
Kampala on Saturday.
FIVE East African countries on Saturday signed
a protocol to establish a
monetary union, in a first
step towards creating a
single currency.
At a summit in Kampala,
leaders from Burundi, Kenya, Uganda, Tanzania and
Rwanda inked the framework to set up a single
market modelled after the
eurozone.
Besides ultimately delivering a single currency, the
monetary union is designed
to result in the free movement of workers, goods,
services and capital within
the five countries with a
combined population of
135 million.
It would also lead to the
creation of a customs union

due to be set up by 2014.
Kenyan President Uhuru
Kenyatta said: “The signing
of the East African Community monetary union protocol is the logical combination of all our integration
efforts.
“We now have the framework required to unlock the
promise of integration,” he
added.
He said the union would
“eliminate the cost of juggling different currencies,
thereby reducing transaction cost”.
“Businesses will find
more freedom to trade and
invest more widely and
foreign investment will
find additional irresistible
reasons to pitch tent in our
region,” said the Kenyan

president.
However, it would be
about a decade before the
conditions required for setting up such a union were
fulfilled, the group estimated.
Participating
countries
would each have to meet
macro-economic
criteria
such as inflation targets. In
addition, a central bank for
the bloc would have to be
established.
The east African agreement comes 21 years after
the European Union’s Maastricht Treaty was signed
on February 7, 1992. That
agreement, which came into
force on November 1, 1993,
ultimately led to the euro in
1999.
– AFP

KRA may miss excise tax target
BY STAR REPORTER
THERE are concerns that
Treasury may not meet its
excise tax targets following a decision to impose
a 50 per cent duty on low
cost beer Senator Keg.
Senator, which was previously exempted from the
excise duty now attracts
tax translating to Sh35
per litre given that Kenya
Revenue Authority charges
excise tax on all beers at
the rate of Sh70 per litre.
Some analysts say the

government will not meet
its Sh6.2 billion annual
target because of the slowing sales and the fact that
many consumers are are
reverting to cheaper illiocit
brews.
Kenya Breweries estimates that 3,000 Senator
outlets have been closed
across the country as a
result of the price increase.
Treasury plans to raise
Sh6.2 billion annually
from the excise tax remission.
“In my opinion, raising

taxes on low-end beer is a
zero sum game because the
end result is predictable,”
says the director of economic policy think tank,
Inter Region Economic
Network James Shikwati.
“In terms of policy, the
new tax measure is like a
zero sum game-giving with
the right and taking away
with the left hand.”
Nacada estimates that
Nairobi has the highest
use of illicit brews (7.2 per
cent) followed closely by
Western at 7.1 per cent.

advantage at this moment and given that
PRESIDENT Barack Obama’s pivot to Asia
the trajectory is one of gradual erosion
bared its fangs last week.
of that decisive advantage leads me to
China had declared an Air Defense
the view that this pivot to Asia has a logic
Identification Zone in an area that
and momentum of its own. Therefore, I
included those rocky Islands which are
see the US being increasingly determined
called the Senkakus by the Japanese and
to press its advantage. One might even
Diaoyu by the Chinese. The US responded
posit that calming down the Iranian front,
to the declaration of the ADIZ by flying 2
allows the US to better concentrate its
B-52s directly into it and that message is
energies on the pivot to Asia.
kind of incontestable.
One of the key elements of the Pivot
Colonel Steve Warren at the Pentagon
to Asia is the air-sea battle concept. This
said Washington had “conducted operaconcept envisages the battle beginning
tions in the area of the Senkakus”.
with a “blinding attack” against Chinese
“We have continued to follow our noranti-access facilities and incorporates
mal procedures, which include not filing
“distant blockade” operations. China’s
flight plans, not radioing ahead and not
dependence on foreign oil is increasing
registering our frequencies,” he said.
just as the US’ dependency is decreasing.
‘’The Pentagon sent two strategic
And interestingly, given my belief that the
bombers (capable of nuclear strikes)
Eastern seaboard is a fabulous energy
directly into an airspace which the Chiprize, that puts the Indian Ocean in many
nese have just declared an “air defense
respects right into the geopolitical frame.
identification zone” in which non-comIf you are considering ‘’distant blockade’’
pliance with Chinese rules would trigger
operations, one of those areas you will be
“emergency defensive measures”, and to
blockading is this part of the world, given
make sure to inflict the maximal amount
the amount of energy that is likely to be
of loss of face on China.’’
sold into Asia, in the future.
Predicting that the US will continue to
This geopolitical backdrop needs to
send flights through the area, Francois
better inform some of our foreign policy.
Godement, senior policy fellow at the European Council on Foreign
relations, said, “What they
are doing is dropping their
business card.”
Lets set aside for a
moment why China would
have chosen this moment
to pick this fight, whose
consequence has been
such a loss of face and
return to Obama’s pivot to
Asia.
I see the pivot to Asia
as the encirclement of
China, then the shrinking of
its operating theatre and
then lighting the tinderbox
that is the periphery and
Xinjiang might well morph
into China’s
Afghanistan. You will
recall that the architect
of Russia’s defeat in
Afghanistan was Zbigniew
Brzezinski and he remains
a foreign policy eminence
grise with the president’s
ear.
The US probably feels it POWERFUL: US President Barack Obama buy books at the
holds a decisive hard power Politics and Prose bookstore in Washington on Saturday
Shares go up and down and readers are advised that this column represents Mr Satchu’s
personal opinions.

