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Abstract

This paper analyses the impacts of Economic PattieAgreements (EPAS) between
the ACP (African, Caribbean and Pacific) countraesl those of the EU (European
Union) in the specific case of Sub-Saharan Afrl884). In order to comply with WTO
(World Trade Organisation) requirements, the EPAGt sthe trade preferences
previously enjoyed by the ACP countries to a freelé regime between the EU and
regional groupings of ACP countries. EPAs were sspd to fully enter into force at
the end of 2007, but many ACP SSA countries havebeen ready or have been
reluctant to implement them at that date. EPAseaemined in their different contexts,
in particular the theoretical underpinnings of #&aliberalisation and regionalism
respectively, as well as the increasing numberegfional arrangements aiming at
‘deep’ regional integration in all parts of the Wbr which ensued from the
disappointment with multilateralism of many deveddpand developing countries.
EPAs are then investigated in the specific contéx3SA, i.e. that of a distorted trade
structure, an excessive dependence on commodityresxgragile industrial bases, as
well as by a disputed effectiveness of its manyah8SA regional agreements. EPAs
co-exist with other North-South preferential tradgeements, in particular the EU GSP
(Generalised System of Preferences), including EBA (Everything But Arms)
initiative, and the US AGOA (African Growth and Qgtunity Act).

It is shown that EPAs will have very different oortiees depending on countries and
their particular initial conditions, economic stiues and regional context. It is also
revealed that these outcomes depend on many \esiaflobal factors, international
prices, domestic market structures, trade policeeslucted by the EU, the governments
and various trade agreements to which they bel&@®RA outcomes are therefore
uncertain and can be assessed only on a case éybasss, at the level of countries,
sectors and products. In addition, many impactsassents rely on simulations, which
cannot be considered as ‘hard facts’.

EPAs may have beneficial effects on SSA countried enhance their exports and
competiveness. They may constitute a mode of iategr that is more efficient than
multilateral liberalisation, andn fine may be a more manageable step towards
multilateralisation, especially in poor countrié®owever, EPAs exhibit several risks,

e.g. diverting trade, augmenting the complexityhef already complex ‘spaghetti bowl’



of trade arrangements, creating fiscal losses imtres that suffer from narrow fiscal
bases and rely on trade taxes, eroding the exisiohgstrial bases - which are fragile,
threatened by more competitive developing countresspecially China, and often
depend on the previous EU unilateral preferencesé,benefiting EU firms more than
those of SSA.

EPAs have the ambition to foster trade, improveores relationships, deepen north-
south integration and enhance development. Thesenamerous objectives, and
moreover countries may strongly differ: they carnré&ched if EPAs help countries to
reinforce their capacity to conduct their policiesthe ‘policy space’ -, control the
effects of trade diversion and displacements ofustdal activities that often

accompany free trade agreements, and strengtheén itlklestrial sectors, as high-
growth Asian countries.



Introduction

The structure of international trade is an esskedéerminant of growth, in particular in
developing countries, but also of economic stagnatnd this is why the trade policies
and arrangements are of crucial importance forettesintrie§ This is still more the
case for the part of the world that is lagging behvis-a-vis the other developing
countries, i.e. Sub-Saharan Africa. The latteharacterised by a trade structure that is
based on the export of raw commodities, and trdoesf that are mainly directed
towards industrialised countries, the EU and the Bi&l increasingly, China. Sub-
Saharan Africa includes a sub-group of countriae, ACP (African, Caribbean and
Pacific) countries, which have long benefited frpraferential agreements with the EU
such as the Lomé Conventions and then the Cotongneefnent. The latter had
disappointing results and did not help Africa tobamk upon a virtuous path of growth
and economic diversification. In the same peridey EU progressively oriented its

strategic policies towards deeper modes of regimegration and free trade.

In the 2000s, these various factors constituted#uikground context of the decision to
elaborate the Economic Partnership Agreements (ER¥sch were meant to succeed
the Cotonou Agreement between the EU and the AQRtdes. The EPAs are targeted
free trade agreements, which implement free tragigevden the EU and the ACP
countries, the latter being initially organisedsix regional groupings, four being in
Sub-Saharan Africa. The EPAS’ objectives are theaeoing of competiveness of EU
partner countries, but also claim to foster devalept. EPAs were due to be finalised
in December 2007 in Lisbon. These trade agreemdmaever, have induced a
surprising amount of criticism, from the academial gartner countries — both from
their governments and civil societies - before rtt@iinch and at the Lisbon summit,
and though the date was a crucial deadline, afgignt number of countries did not

sign them.

The paper assesses the different impacts of thes B include Sub-Saharan African

countries. Such an assessment requires the coasichenf their specific context, in

L A first version of this paper has been presenteitié Workshop “Deep Integration and North-South
Free Trade Agreements: EU Strategy for a GlobahBryy”, organised by Brigid Gavin and the United
Nations University-Comparative Regional Integrat®tudies (UNU-CRIS), Bruges, 19-20 June 2008.
The author is grateful to Raymond Toye for his velgvant comments, though the usual caveat applies



particular of the characteristics of the econonoiethe region and the constraints they
face — i.e. a trade and market structure charaetkriby the dependence on
commodities, fragile industrial bases and low lswefl human capital -, as well as the
other trade agreements in which African countriesiavolved. It is argued that the
EPAs are confronted with the important obstacles #ffect trade agreements in Sub-
Saharan Africa in general, in particular poor isfracture and unfavourable political

economies.

It is also argued that EPAs may have very diffe@rttomes depending on countries
and their particular initial conditions, economitrustures and regional contexts.
Outcomes of EPAs are therefore uncertain and caasbessed only on a case by case
basis, at the level of countries, sectors and prisdiEPAs may have beneficial effects
on SSA countries and enhance their exports and etivepess, but they may result in
adverse effects, for example inducing fiscal losseshallenging domestic industries
and thereby maintaining the specialisation of Sab&®an Africa in primary products.
EPAs will enhance the development prospects ofAG® countries of Sub-Saharan
Africa only if they help countries to reinforce th@roductive capacity, conduct their
policies — the ‘policy space’ -, and strengthenrtiredustrial sectors, as did the Asian

countries that exhibit high growth rates.

The paper is structured as follows: section 1 lyri@ésesses the theoretical justification
for trade liberalisation and regionalism, as wedlthe current expansion of regional
agreements. Section 2 analyses the EPAs and tlstraiots they face in Sub-Saharan
Africa, in particular the economic constraints thatigh on African countries,
commodity dependence, the rising impact of Chi@y pnfrastructure, the institutional
and political economy problems, and other tradargements implemented by African
countries, in particular the ‘North-South’ oneseséd by the EU and the US. Section 3
analyses the benefits and losses created by EPéSkaly economic outcomes, which
appear to depend on the specific conditions of tt@m#) sectors and products, and to be

very uncertain.



1. The rationales for regional trade arrangements: theoretical ah
empirical issues

Trade policy and reform, and therefore the launchroangements such as the EPAs,
are justified by international trade theories, undeeir two dimensions of trade
liberalisation (lowering trade barriers between taomore countries) and regional
integration. In theory, trade liberalisation is f@e¢ enhancing and has positive effects
on economic growth. However, in the case of loweme countries, the effects of trade
openness (trade liberalisation, market access)aagpeoe more uncertain, in particular

the relationship between trade openness and growth.

Trade liberalisation in poor developing countries:theoretical debates

The trade policy-growth relationship follows varsoghannels, which depend on the
countries concerned and may differ in poor coustsech as in SSA: government
policy, domestic allocation and distribution (eyice distortions, factor accumulation,
investment) and technology transfers (e.g., FDIa¢arg 2008 The relationship
between trade openness and growth appears to bstroker the long run (Maddison
2001). It has been, however, debated in recenbrigisbefore the recent wave of
globalisation (Latin America before WWI exhibiteayh tariffs and high growth, and
Asia the opposite, Clemens and Williamson 2002)eréhare doubts about the
relationship between trade openness and growthwiteim the IMF. From 1870 to the
present, econometric exercises do not find a pesigrowth-openness connection
before 1970, and even find a negative correlatiwri920-1940 (Vamvakidis 2002).

Trade reforms, in particular trade liberalisatiois@ng from IFI programmes and WTO
membership, have exhibited mixed gains in the miateveloping countries, and they
have in some cases generated additional constrairgsonomic constraints (fiscal
impact, sectoral impact due to lack of competitess), and political economy
constraints (problems of asymmetric information abdrgaining power). The

conditions for trade liberalisation to benefit S6&untries remain a matter of debate, as

2This section draws on Sindzingre (2007c).



it does not appear to have addressed and resolkey abstacle to growth in SSA, i.e.

an excessive dependence on primary products.

Trade liberalisation may have positive effects abawertain threshold of income, as it
did for some emerging countries. Income and ingalstapacities may create threshold
effects which maintain low-income countries in pdye(Sindzingre 2007a). The

European Commission (2006a), for example, arguesapenness to imports increases
efficiency and reduces costs for industry, redwtess for consumers, reciprocal trade
opening helps to deal with restructuring and paaiticosts, but it acknowledges that
trade openness entails restructuring costs. Ther latdeed constitute one of the key
points of disagreements, e.g. as to whether poontdes have the political and

institutional capacity to restructure their econespiand modify their export structure.
This capacity clearly differed in Asian countridstt enjoyed spectacular export-led

growth, e.g. China, and SSA.

Some of the poorest countries seem caught in theerfyo trap of commodity
dependence, volatile fiscal resources, lack of ntiges for strengthening industrial
sectors and investing in human capital, high inéguand high unemployment, hence
brain drain and aid dependence that in turn negigtiimpact availability of local
technological skills and maintain the commoditydzhdrade structure. They cannot

reach the ‘tipping point’ beyond which they couktape the trap.

The mixed impacts of trade openness in Sub-Saharafrica

Sub-Saharan African countries significantly opetiesir economies during the last two
decades (UNCTAD 2003a). The merchandise trade/Gii® increased from 41.9% in
1990 to 57.8% in 2005, while the trade in serviG&? ratio increased from 10.8% to
13.1% over the same period (World Bak¥orld Development Indicators 2007The
gains of trade liberalisation for SSA countrieswhwer, have been mixed, in terms of
growth, improvement of their share in global trad@nsformation of their export

structure and export diversification.

A key point is that trade liberalisation may becassted with export growth — but
exports of primary products. In Ghana, for exampglewth in exports has concerned

traditional primary exports (cocoa): after 15 yeafrdrade reform inspired by the IFls,



non-primary exports have remained very small (ambisted of agricultural processed
products), manufactured exports did not increasd,the composition of exports was
almost identical in 1999 to that of 1910 (Teal 2002

The dismantling of marketing boards and the exposidirproducers to global markets
has often had negative effects in SSA, because tledsrms do not address - and may
even aggravate - the key constraints that charaetdow-income countries, i.e.

uncertainty, the lack of markets for insurance, d@hsence of state social protection.
Even if they are inefficient in theory, guarantgeites may have a positive function of

providing insurance in environments marked by utadety.

A crucial problem for SSA countries is the fiscHfieets of trade liberalisation: trade
liberalisation may be beneficial for growth, but @ntails fiscal costs. Indeed, an
important issue regarding the impact of policy refdtrade policy) in SSA is its tax
structure, as it is based on external trade, thedsuwhich is the export of commodities
with volatile prices (Sindzingre 2007b). In low-ome countries, due to the weakness
of institutions and civil services, taxes are prilgathose ‘easy to collect’, i.e. trade
taxes, rather than those that are ‘hard to collextj. income tax (Aizenman and
Jinjarak 2005, 2006).

Trade liberalisation has often had negative effemtsthe fiscal balance in SSA
countries, given the historical dependence of trerenue structure on external trade.
There has been a clear decrease in trade taxeSAnf®m 4.9% to 3.5% of GDP for
import duties, and from 1% to 0.4% of GDP for exphiuties between the early 1990s
and the early 2000s (Gupta, Powedllal 2005). The IMF is aware of the problem of the
reliance on trade taxes as a source of governme@nue (Baunsgaard and Keen
2005): in SSA, trade taxes represent 1/4 of alegoment revenues. Countries have not
equally recovered from other sources the revenukghwwere lost due to trade
liberalisation: for middle-income countries, theaeery amounts to 45-60 cents for
each dollar of lost trade tax revenue. Revenuevergo however, is very weak in low-
income countries, precisely the ones most depenatentade tax revenues: about 30
cents of each lost dollar. There is no evidence ltha-income countries which have

implemented value added tax (VAT) have recoverdtébthan those which have not.



The disappointment of Sub-Saharan African countrieswith WTO multilateral
trade liberalisation

The rules of the WTO are based on reciprocity aod-discrimination. During the
2000s, a significant number of developing countergressed their criticisms vis-a-vis
the WTO, including in SSA. Even optimistic studiasknowledge the existence of
short-term adjustment costs of multilateral libesation (Lowet al 2006). The poorest
SSA countries perceive they are not able to re@pgdins stemming from WTO
membership through the sole mechanism of reciprqdensen 2007), which explains
their demands for a ‘policy space’, i.e. the pasigibto devise trade policies (trade
restrictions) that would allow them to implementustrial policies. Openness to global
competition and reciprocity with more industrialicdries is viewed as a threat for their
fragile industrial sectors. Multilateral tariff aubn industrial products can foster the
exports by SSA countries of manufactured produdth more value-added, but they
are also a threat for local industrial sectors,clwhoften cannot compete with either

cheaper products from Asia or rich countries tetbgioal capacities.

The protection of infant industries, despite theffialilties of its concrete
implementation, has long been considered by thieviers of Frederick Litas a
condition for growth in developing countries. Thel@ rules are viewed as ‘shrinking
the development space’ (Wade 2002, Shafaeddin 2808) preventing developing
countries from implementing growth strategies thate at the root of the growth of
East Asian countries (Amsden 2000). Policy space g¢sucial mechanism of learning
and discovering comparative advantages and ‘ssetfediery’ (Hausmann and Rodrik
2006).

This has contributed to a mitigated support for tifaieral liberalisation as embodied
by the WTO and fed the thrust towards regional iatdéral trade arrangements. This
weak support has characterised the poorer courttragsrely on commodities, which
therefore do not export high-value added industpedducts, exhibit very narrow
technological capacities and cannot compete witlustrialised countries. In addition,

due to low productivity, political economy problemsicertainty regarding investment

® The economist who developed the infant industggarent in the 19 century (Shafaeddin 2000).
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and property rights, poor infrastructure, many S®Antries have difficulty competing

with low-end products from other developing cowgrisuch as China.

The WTO has not addressed in depth the specifibl@nms created by commodity
dependence in SSA countries (Gibbon 2007; Jenseh Gibbon 2007): OECD

countries’ liberalisation and removal of subsidiestail the risk of increases in
agriculture food prices in countries depending @odfimports for food security - most
low-income SSA countries are indeed net food ingrsrt Subsidies also involve
ambiguous outcomes. Applied in industrialised coast they have hindered the
development of agricultural and industrial sectorsSSA countries, e.g. for rice,
vegetables and meat. The reduction in subsidi@gticulture, however, may reinforce
the specialisation of SSA countries in primary cardities. The cuts in farm subsidies
in developed countries (e.g., the US and the ElSjefothe export competitiveness of
commodity sectors, as in the case of the cottodymimg SSA countries: West Africa
cotton exports contribute to the livelihood of @afr number of small producérshey

may enhance domestic growth, particularly in theteet of strong global demand
(China). There is a risk in strengthening speadilism in the export of such a
commodity, however, since it maintains countriagherability to high price volatility,

dependence on very few exports and weak divertidica

The WTO brought about little change regarding a Kegtor that maintains the
specialisation of SSA countries in the export cfnaall number of primary products:
developed countries’ trade policies such as taetiks on agricultural products, which
hamper diversification from traditional commoditiesverage tariffs faced by low-
income countries may be low, but tariff peaks, kiglthan average, apply to
commodities such as sugar or horticultural produ€triff escalation by developed
countries likewise hinders the processing of comtresd and high-value added
exports. Tariffs escalate between raw and semi-finishe, between semi-finished

and finished products, which hinders diversificatia the products SSA is the most

4 Out of 12 countries exporting cotton in AfricaaBe in West Africa. On cotton, see the documents by
the Sahel and West Africa Club, OECD; on cottonWest Africa, theSWACAtlas on Regional
Integration, economic series: cotton, August 2006

® According to FAO (2004), the tariff peaks on agfiaral imports were 350% for tobacco, 277% for
chocolate, 171% for oilseeds, or 134% for poultry.
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likely to export, i.e. agricultural produétsMarket access and tariff peaks and tariff

escalation remain a key problem in SSA and mostictagriculture.

The theoretical pros and cons of regional integratin

There is a variety of regional arrangements - imgeof, e.g., depth, coverage (goods,
services, factor mobility) and so on. There areartangements with modest aims, such
as preferential trading arrangements (PTAs), oeel tariffs on imports from the
partners than from the rest of the world, or a treele areas (FTAS), i.e. zero tariffs
among partners, and positive tariffs with the mdsthe world; 2) arrangements aiming
at deeper integration, such as a customs unionrnf@mexternal tariff/ CET for partner
countries), a common market (freedom of movementabbur, firms, services and
capital) and an economic union, which goes furthan a common market and where
major economic policies are coordinated (Lyakuetal. 1997). An economic union,
e.g. the EU, exhibits a greater loss of sovereigntyre commitment and more complex
policymaking than a loose free trade area. Regiamalration agreements are also
called trade blocs (World Bank 2000).

The choice between a free trade agreement andtantsisinion remains a matter of
debate. Customs unions are said to be more effitlkean FTAs and foster greater
market integration, but they also require more dimation and entail tighter constraints

on member policies and sovereignty (Schiff and Am®2003).

Table I RTAs and types of trade liberalisation(source: World Bank 2005, box 2.1)
Method of implementation

Scope of beneficiaries Reciprocal Unilateral
Preferential NAFTA, EU, COMESA, GSP, AGOA, EBA,
EPAs, other RTAs Cotonou
Nondiscriminatory (MFN)] GATT/WTO  multilateral , L
) Autonomous liberalisation
all countries agreements

® Coffee beans and final processed coffee are sutjeariffs of 7.3% and 12.1% respectively in &g,
and 0.1% and 10.1% in the United States; for cotoéfs at the raw, intermediate and final stages
0.5%, 9.7% and 30.6% respectively in the EU; and 026 and 15.3% in the United States (UNCTAD
2003a).
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The respective gains and costs of multilateralismregionalism remain hotly debated.
In theory, as emphasized by Collier and Venabl€®7{®, trade preference schemes
comprise at least two elements: firstly, trade gmefice itself - the granting of market
access at reduced tariff rates and with less céisti quotas -; and secondly, the
constraints on participation, which define eligilgleuntries and products, and impose
rules of origin. There is a tension between these ¢lements, which reduces the
effectiveness of preferences, these constraintmigbémportant in the case of

manufactured products. Likewise, Collier and Verabtonsider that the benefits of
trade preferences follow two mechanisms: a trarcdfeent to developing countries (the
preference margin is transferred to producers pbeing countries); an export supply
response, which creates employment and dependshenpdtential of unrealised

opportunities.

A key debate is whether preferential trade arramygsnare superior to multilateral
liberalisation, or at least an alternative, and thvbe developing countries should seek
arrangements with industrial countries or amongnéedves (Puga and Venables 1997,
Burfisher et al. 2004). For economic theory, the comparison of matdralism vs.
regionalism is assessed in terms of costs and iten&fre FTAs building blocks or
stumbling blocks for global free trade?” (Bhagwetial. 1999) or “does regionalism
help or hinder multilateralism?” (Baldwin 2008). &3 violate the MFN (Most
Favoured Nation) principle and are disincentivesrfwltilateralisation, therefore can
they provide a basis for multilateralisation? Aretkheoretical issue is the relationship
between RTAs and growth. In international econoricsad liberalisation said to lead
to faster growth than regional trade agreementsnékidis 1999).

As coined by the World Bank, the objective is tokenaegionalism complementary to
multilateralism’. For the World Bank, multilatertberalisation is more beneficial than
RTAs (World Bank 2005): the political and econorbienefits of regional trade blocs
are illusory and imply trade-offs; effective intatjon equates to more than reducing
tariffs and quotas. In the 1980s, the IFIs’ adjusttmprogrammes were devised within
national frameworks and did not focus on regiondkgration. The World Bank

progressively considered regional integration ima@re positive way, arguing that it
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locks countries into policy reform and achievesrexoies of scale, however depending

on institutional capacity and infrastructure.

For the IMF, regional integration, more than ther@ase of intra-regional trade, allows
member countries to gain policy credibility fordeareforms and tariff liberalisation (on
the example of COMESA and the Southern African Diy@ent Community/SADC,

Khandelwal 2004). As explained by Schiff and WistgR2003), the existence of
imperfect competition, market power, product déigiation, increasing returns have
improved the recognition of the benefits of RIAsamg countries are too small for

activities subject to large economies of scale.

In the 1990s, regionalism was thus rehabilitatedthieories of ‘new regionalism’ (De
Melo et al. 1993), in line with Jacob Viner (1950), who intuoeéd the concepts of trade
creation and trade diversion. For Viner, the welfampact of preferential trade
agreements is ambiguous, because preferential litaet@alisation can either result in
the replacement of inefficient domestic productiath low-cost imports from member

countries (trade creation) or in the substitutibrefficient, low-cost imports from non-

member countries with less efficient imports fronember countries (i.e., trade
diversion) (Mayda and Steinberg 2006). As undeestdry Mayda and Steinberg, this
model also explains political economy mechanisnmgien trade creation, preferential
trade agreements may be building blocks for mudti trade negotiations, since

policymakers can build consensus from the gainsaadial trade liberalisation.

Regional agreements have other effects, in paatididcal effects via the reduction in
trade taxes - direct effect when tariffs on inti@de are reduced and indirect effect
when importers diminish imports subject to tariffss for multilateral liberalisation,
tariff revenue may decrease, with an ambiguous adiveffect on national income
depending on trade policy toward non-member cogmtrRevenue losses may be

substantial in SSA, where fiscal resources heaeily on the taxation of external trade.

The theoretical arguments for ‘North-South’ agreemets

An important point in the context of EPAs is thain®&f’s concepts also suggest that
North-South agreements may be more welfare-enhgntian South-South ones
(Hoekman and Schiff 2002). ‘North-South’ regionagjireements may generate
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technology transfers for Southern members. Accgrdon Mayda and Steinberg, the
welfare effects of trade creation and trade diwgrshow that South-South agreements
between small countries do not produce gains feir tmembers, because developing
countries trade little with each other, as is thsecin SSA: low-income countries tend
to have a comparative advantage in the same sedtbesefore, South-South trade
agreements are likely to lead to trade diversioopgmsed to trade creation. In addition,
low-income countries are less likely to generate efficiency gains that are linked to
economies of scale, since South-South agreemergsagcess to smaller markets than
North-South ones. Indeed, they show that betwee®4 1&nd 2003, COMESA’s
preferential tariff liberalisation has not incredséJganda’s trade with member

countries.

Many studies confirm that the welfare effects @fiomal trade agreements on members
are ambiguous and depend on the balance betwadndraation and diversion. If the
partner country production displaces higher coshelktic production, there are gains
and trade creation; but if the partner country potn displaces lower-cost imports
from the rest of the world, trade diversion occ(Bshiff and Winters 2003; on the
SADC, Lewiset al. 2002). There are winners and losers from regianiggration
agreements, depending on the comparative advanfagember countries, relative to
each other and relative to the rest of the wolliis ts a strong argument for North-
South rather than South-South agreements, thea lagieg prone to trade diversion
(Venables 2003). Regional integration agreemenis lgaographic, agglomeration and
concentration effects: they create clusters thdaileboth benefits and costs, and
development in a single member country rather tharall, which may increase

divergences in economic structures and incomesdagtvnembers of RIAS.

The stakes are high: different trading arrangemerdg have a major impact as they
change the attractiveness of countries regardingufaaturing production and therefore

may foster or prevent industrial development. THas obvious consequences in terms
of political economy and explains the failure ofre agreements. The relocation of
production effects determined by the comparativeaathge of member countries can
be a force for divergence. “South-South™ regioregreement schemes between

economically small low-income countries entail iens that lead to failure of the
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agreement, an example has been the East AfricanmDaity (EAC) (World Bank
2000, Venables 1999)Patterns of comparative advantage, however, gragmnmutable
(Puga and Venables 1997).

The rise of major economies in the ‘South’, e.dhin@, India, Brazil and South Africa,
however, blurs the argument that operational tegleements should involve at least
one developed country partner and the objectiohttieacountries of the South are not
large enough to make ‘South-South’ agreements aldsir (McDonald and
Willenbockel 2008).

The ‘rush’ towards deeper regional trade integratim at the turn of the 21
century

As analysed by Gavin (2007b), the disappointmeni wiultilateralism and the WTO
stems from the fact that they failed to fulfil théunctions of global public goods.
Governments hence have moved away from multilagenalthey have expressed their
preferences for regionalism since it is a bettewipler of 'deep integration' and regional
public goods, and for a regional homogeneity ttedten allows for regional collective

action.

What is coined as the ‘new regionalism” denotegjpadure from multilateralism, and
has grown out of a sense of frustration of somesguwents at the slow progress in
multilateral trade negotiations (UNCTAD 2007a). Re@l integration agreements in
the 1990s have followed a model of ‘open regiomdligas distinct from ‘closed

regionalism’): trading blocs between developing rdoes in the 1960s-1970s were
indeed more based on a model of import-substituéiod therefore on high external
trade barriers. The recent wave of regional agre¢snis more outward-looking and

focused on international trade.

By definition, regional integration agreements énga discrimination against non-

members (preferential liberalisation among partmmtries only). This is inconsistent

" The manufacturing sector in the EAC was concesdrirt the Nairobi region, which reaped most gains
at the expense of manufacturing in Uganda and Témzakenya was producing 70% of the

manufactures. By 1958, 404 of the 474 companieistergd in East Africa were located in Kenya. By
1960 Kenya's manufacturing sector accounted for 1% s GNP, 4% in Uganda and Tanzania. This
brought about the collapse of the EAC in 1977 (Wd&ank 2000, Venables 1999).
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with the fundamental principle of the WTO, the mfastoured-nation (MFN) rule. It is
only compatible with the WTO rules if not aimed discrimination against non-
member& However, the slowdown and disappointment withtifméralism have led
to the multiplication of regional and bilateral agments:six-fold in two decades
(World Bank 2005), with multiple overlappings thadve been coined as ‘spaghetti
bowls’. Half of world trade now takes place withirmde blocs (Hoekman and Schiff
2002). The form and content of these regional aearents vary considerably from
case to case (Whalley 2008). The number of tradeeagents notified to the
GATT/WTO increased from 20 in 1990 to 86 in 200@ &0 159 in 2007 (UNCTAD
2007a) (appendix 1 and 4).

The agreements concluded over the past 20 years been mainly bilateral, and
primarily between developing and developed coustfidorth-South’, Venables 2003)
(appendix 3). They increasingly include provisiansed at ‘deep integration’ (Pomfret
2007), which involves additional elements for hanmsog national policies in order to
foster market forces and limit government interi@mt These comprehensive regional
agreements include trade-related and investmeatet!| provisions and extend to
services, intellectual property rights and compmtit Most regional free trade
agreements are also investment agreemeTss feature, combined with the increasing

number of trade arrangements involving countriesnfdifferent geographical regions

8 To quote the WTO Annual Report 2007, section Xdyrinittee on Regional Trade Agreements: “The
promotion of preferential trade relations amongst#e partners through the establishment of redion
trade agreements (RTAS) is today a key trade paligjective of many WTO Members. The overall
number of RTAs is increasing steadily, a trend llike be strengthened by the many RTAs under
negotiation. In 2006, 27 new agreements were edtifo the WTO; of these, 16 were notified under
Article XXIV of the GATT 1994, 11 under GATS ArtielV and none under the Enabling Clause. As of
31 December 2006, 215 active RTAs have been ndtitbethe WTO, of which 148 under GATT Art.
XXIV, 46 under GATS Art. V and 21 under the Enabli€lause. RTAs are not only increasing in
numbers but also evolving in their regulatory psimns, scope, coverage and partner compositiont Mos
of the RTAs in the making go beyond tariff concessi in trade in goods to include preferential
commitments in services and innovative provisignarieas such as investment, competition policgetra
facilitation, government procurement, intellectymbperty, electronic commerce and, in some cases,
labour and environment. Such innovations may lay ghound for future multilateral rules on these
issues; however, the different regulatory regimgésipplace through RTAs also make internatioreadlér
more complex and may undermine the principles upbith the WTO stands, namely transparency,
predictability and non-discrimination. As for thatare of the agreements and their partner compasiti
the evolving preferential trading landscape seemn&now no bounds; layers of preferential trading
relations are being established at the bilateegional, continental and cross-regional level amerzg
partners irrespective of their level of economigelepment”.

® UNCTAD, Note on RIAs in 2003 (TD/B/com.2/54).
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constitutes the ‘new regionalism’ (though tradeeagnents are often bilateral and

involve countries that may be in geographical rejio

This ‘rush to regionalism’ has generated a ‘doméffect’ and bloc formation may be
endogenous (Baldwin 2008): FTA negotiations reactohe another, and as FTAs
disadvantage non-members, every time one is sigherk is pressure from non-
member exporters to engage in integration (Cosb@952 Baldwin, 1995). The
proliferation of FTAs may last (Baldwin 2006): heneven if regional trade agreements
are sub-optimal, moving to global free trade wilquire a multilateralisation of
regionalism from fuzzy sub-blocs, with ‘spaghetowds’ as building blocs. For
Baldwin, the ‘noodle bowl!’ of Asian regionalism ¢and 70 free-trade deals by the end
of 2006) has detrimental effects in terms of congilng logistics, since agreements all

include different rules.

This multiplication of regional agreements indeedikits serious limitations. The
‘spaghetti bowl" of preferential trade deals andfedent rules may hinder trade,
especially for poor countries. This multiplicati@lows for the expression of the
asymmetric power of developed countries more thaitilateralism, and makes the

rules of international trade increasingly complex @ostly (Daudin 2007).

2. The European Union Economic Partnership Agreements (EPAS)
with Sub-Saharan Africa and their context: economic constraits,
other regional trade agreements

The critical economic situation in Sub-Saharan Afrca in the 2000s: the constraints

ensuing from its trade structure

The 2000s witnessed a spectacular resumption @ftgrm many SSA countries, with a
growth rate of 6.8% in 2007, which according to bk, is led by very strong growth
in oil-exporting countries (IMF 2008a). The struetiiconstraints stemming from SSA
trade structure and the legacy of past failuresiled reforms, poor local political

economy -, however, should not be overlooked.

The stabilisation and adjustment programmes ardk tfderalisation reforms of the
1980s-1990s have been coined as the ‘lost decagedlilliam Easterly (2001b), “in
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spite of policy reform” - factors being slow growih OECD countries, the rise in

world interest rates that increased the debt buod@®veloping countries, and terms of
trade shocks. The median per capita growth fordlihtries having incurred adjustment
credits more than 15 times between 1980-94, cordp@ar@.5% in 1960-79, was zero:
the IMF and the World Bank made 958 adjustmentddandeveloping countries over
1980-98, but with ‘disappointing performances’ ierms of growth, despite

improvements in domestic policies (Easterly 200Ta)er time, the mitigated success

has led to repeated lending (to countries thatNttecoins as ‘prolonged users’).

Indeed, two decades of stabilisation and adjustrpemggrammes did not modify the
market and export structure of most SSA econoniiesse market and trade structures
are distorted and based on commodity dependenedantiustrial base and low level of
human capital and skills. They constitute the medmstraints to growth in SSA
countries. Commodity dependence is a legacy ofnialanarket structures (Hopkins
1973) - colonies exported primary commodities wiiigoorting manufactured goods
from the colonising countries - and of the assedéaypes of taxation, which obliged
most of them to produce cash crops and export cadiiti@® generating foreign

exchange.

Low-income countries improved their export perfonoa in the 2000s, but this is
mostly due to higher international prices of themowmodities they export — the
‘commodity boom’ that occurred after 2002, espdygiail (IMF 2007). Is this good or
bad news for SSA? As shown by UNCTAD, contraryhte previous decade, the trade
value of computers and other electronic productsaesded no faster than that of
manufactured goods, and electronic products haveegained their dynamic role in
the expansion of trade in manufactures in the 199 the export value of electronic
goods rose twice as fast as that of all other naantufed goods. It may be bad news
because the key negative dimension of commodityeni@gnce is volatility, while

export concentration is increasingly recognisedeagtiveper se

The relevant perspective should be the long tetheerahan the short term. SSA may
exhibit an increased trade orientation, but theesb& SSA in world trade continues to

decline (IMF 2007). Its exports have grown moremyathan world exports. According
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to UNCTAD™, the share of SSA exports in world exports wag43i8 1980, 2.0% in
1990, 1.5% in 2000, with a slight improvement in020(1.6%). The share of SSA
imports in world imports was 3.2% in 1980, 1.6%4890, 1.2% in 2000, with similarly
a slight improvement in 2004 (1.4%). A key pointhat SSA marginalisation in world
trade does not reflect some intrinsic incapacity,rather its inability to sustain growth:
SSA failures are developmental failures, not exfrhtires. Africa’s trade performance
reflects its problems regarding financing, logisticapital and skills, which play a key
role in international trade (UNCTAD 2003a).

Indeed, the structure of SSA exports exhibits tbkoding pattern: in 2005, food
represented 15% of merchandise exports; agriclltava materials, 5%; fuels, 36%;
ores and metals, 10%; manufactures, 33% (World Bawiérld Development
IndicatordWDI 2007). SSA has not diversified the structure exports after two
decades of structural adjustment (UNCTAD 236and relies on primary commodities
since the colonial period: 95.3% of SSA exportseygimary commodities in 1980 (oil

and non-oil), and were still at 81.3% in 1997.

The export pattern does not show any product diieation: in 2005, the share of fuels

has risen to over half of total SSA exports (IMFO20table 4.1). This is particularly

clear in oil-exporting countries - in 1990, oil repented 90% of Nigerian exports and
98% in 2005 (WDI 2007) - but not only: in 1990, iagitural raw materials represented
in Benin 56% of the total exports, and 61% in 20881 2007).

In addition, low-income countries and especiallyAS8e affected by high levels of
export concentration: e.g., Mauritania exports &lpcts, Angola 13 products, Congo
30 products (vs. e.g., 221 for Ireland, or 214 Rartugal) (Jansen 2004, from the
UNCTAD Handbook of Statistic002).

SSA primarily trades with Europe. SSA exports getfto Europe, followed by North
America and Asia; imports from North America areaimvhile imports from Asia are
increasing (WTOInternational Trade Statisticgjuoted in Lowet al. 2006). In 2004,

% Handbook of StatisticR007, selected statistics for Africa.

™ In SSA “agricultural exports are concentrated iire fmajor crops (cocoa, coffee, cotton, sugar, and
tobacco), which, in 1990-95, accounted for an estith 62% of total agricultural exports. Export
concentration has hardly changed over time, siheset same five crops represented 63% of total
agricultural exports in the 1970s” (World BaGkobal Economic Prospec002, p. 63).
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Africa supplied 25% of Europe’s, 20% of USA and @da's and China’s crude oil
imports. In 2006, due to the global commodity boom, SSpcets towards the US
overtook those towards the EU due to rising expoftfuels and other commodities
(IMF 2007, figure 2.6).

The risks associated to a commodity-based trade sirture: uncertainty and

volatility

An important reason why dependence on commoditiesekports is considered as
negative for SSA is that it generates uncertaintiée problem of commodity prices is
their volatility, which is a factor of poverty trap The dependence on primary
commodities creates ‘poverty traps’ in which SSAumnies may be caught: low
productivity, low value added, high competitionthreir main sector of activity, slow
export growth, diminution of market shares, conian of exports in a few products.
For UNCTAD, global trade is boosted by manufacturest by agricultural
commodities. These uncertainties particularly tteeaSSA oil-producing countries -
Angola, Cameroon, Chad, Republic of Congo, Cotett, Equatorial Guinea, Gabon,
and Nigeria —, as oil booms and busts are verycdiffto manage in terms of fiscal
deficits: financing fiscal deficits is fraught withncertainty because there are many
variables that are outside a government's corergl,oil reserves and oil prices (Olters
2007).

Uncertainties are underscored by the IMF, since yn&8A countries are highly
dependent on oil as well as non-fuel commodities eiport earnings (IMF 2006),
export earnings being moreover often generated bynall number of commodities.
With rising oil and food prices, demand for SSA estp is becoming less healthy than
before, when nonfuel commaodity prices were growanglouble digits. Inflation and
high oil prices may harm SSA exports (IMF 2008)eTMF (2006) does not disagree
with the theses of Raul Prebisch that have highdighihe long-term downward trend
over most of the 20 century: prices continue to decline gradually éalrterms, as

during most of the past century, and prices of mostfuel commodities remain below

12 SWAC Atlas on Regional Integration, economic sedésind gas April 2007.
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their historical peaks in real terms. For the IMFer the past five decades, commodity
prices have fallen relative to consumer priceshat tate of about 1.6 % a year, a
downward trend that is explained by large produigtigains in the agricultural and

metals sectors relative to other sectors.

The World Bank underscores the same uncertainthésrld Bank 2007): growth in
SSA mostly stems from exports to China and higlenroodity prices for oil and
metals. A crucial problem, however, is that SSA ufaotured exports are
simultaneously affected by the competition from r@@hiand India (e.g., in South
Africa), particularly the SSA clothing industry:xtde exports to the US fell by 17.3%
and to the EU by 16.9% - although Chinese demanadtion may be beneficial for
cotton producers in West Africa. For the World Ba8SKA is the region that is the most
vulnerable to declines in prices of energy and malsebecause it relies too much on
commodity exports, the oil and mineral exportersip¢he most vulnerable countries to

a commaodity price shock, which is worrying for SSA.

The long-run behaviour of prices is a matter oémse debates. It is usually explained
by differences in demand elasticity for manufactuend commodities, the market
power enjoyed in manufactured goods by developathtces, technical progress,
secular improvements in agricultural productivitgde policies (agricultural subsidies,
tariff escalation) in developed countries and ttracsure of the international markets
for commodities. A well-known theoretical explameatiof commodity prices behaviour
and the negative impact of the dependence on coitie®ds the Prebisch-Singer
hypothesis, explored since the 1950s, of a sealdatine in world real prices of
commodities and a deterioration in the terms aferbor developing countries vis-a-vis
industrialised countries, due to the deterioratiothe commodities/manufactures terms
of trade.

The negative effects of commodities exports are atglerlined by the theory of Dutch
disease, and the more questionable concept ohéttaral resources curse’. Commodity
dependence is compounded by the ‘adding-up prob{emallacy of composition’).

Prices decline if several countries simultaneoesigort the same commodities, if the
price elasticity of demand for commodities is lomdahe income elasticity of demand

is low: when demand does not increase, the revBouea commodity with low price
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elasticity of demand falls when supply is increasdte additional supply causes price
to fall proportionately more than the increaseupmy (e.g., when new producers enter
markets where prices are already instable and wberéncome countries are already

in tight competition, such as Vietnam with coffee).

The decline in relative prices of commodities wgis manufactured goods remains
controversial, but there is a consensus on thelatlity. Over the long-run, the

volatility of SSA countries’ terms of trade andney of trade shocks are very costly in
terms of growth. Shocks are not symmetrical: thgatiee effects from a negative price
shock are larger and more long-lasting than thatipesones; in commodity price

cycles, price slumps last longer than booms, andg fnave more detrimental

consequences (e.g. on manufacturing sectors) (Ca&shal. 2002, Jones and Olken
2005).

Another controversial question is whether SSA haeraparative advantage in primary
commodities exports. SSA endowments are constitbyecelatively abundant natural
resources and relatively scarce skilled labourethe little hope for manufacturing for
export, except in unskilled-labour-intensive prignarocessing activities, the constraint
being the skills/land ratio (Wood and Mayer 199B)e possible options and growth
paths for SSA therefore remain subject to debatepeorts of primary commaodities, or

processed commodities, or industrialisation stiatsy

Additional uncertainties: the rise of China as a mgr trading partner of Sub-

Saharan African countries

In contrast with the two previous decades, most $8éntries enjoyed high growth
rates in the 2000s, which for the IMF are mainlivein by the rise in the international
prices of commodities (as during previous growtliseges in SSA). This has been
driven by the high price of oil and minerals, glbleemand for commodities, and
growing production in the oil exporting states. Slgrowth pattern therefore entails a
significant risk of further locking-in SSA countsiento dependence on commodities for

their exports.
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The impact of China remains uncertain, and the eenn situation of SSA is at the

crossroads. In addition to its role in the risanternational commodity prices, pushed
by the growth and therefore the demand of the largerging countries (China, India )
China plays a direct role in SSA via its bilateradde with SSA countries, driven by its

demand for the continent’s natural resources,ralminerals.

The debate on the relationship between commoditied growth is therefore
complicated by the emergence of China. China anda tesser extent, India have
spectacularly increased their trade with SSA, al aginvestment and promises of
substantial aid. China’s trade with SSA increas@ddid between 1980 and 2005,
though it represented only 2.5% of Chinese fordérgde (Broadman 2006). Between
2001 and 2006, SSA exports to and imports from &€mose on average by 40% and
35%, respectively, significantly higher than thewth rate of world trade (14%) or
commodities prices (18%). China is SSA largest trading partner after the US and the
EU. The composition of goods traded between SSA @htha is similar to that
between SSA and its other major trading partner22006, oil and gas accounted for
60% of SSA exports to China, followed by nonpetuateminerals and metals at 13%.
Africa’s imports from China comprised mainly mamatiared products and machinery
and transport equipment (3/4f total imports). Africa has also become a keyket
for Chinese construction and engineering enterpri¥¥ang and Bio-Tchané 2008).
From small amounts in 1990, China’s share in 208&asented one-fourth of SSA

exports of raw materials and one-sixth of fuelsKIRDO7, table 4.3).

The IMF is cautious as to whether the rise of Clind other large emerging markets
will induce changes in long-term price trends, amdether this demand will be
sustained. Prices follow the global product cyeWbjch may lead to the decrease of
some commodity prices when the pursuit of growthCimina will have shifted its
demand for certain commodities. The commodity bdwas improved SSA exports’
prospects and may even reverse the long-term @eieliits share of trade: but despite
this increase in exports, particularly towards @hithey are still dominated by
commodities, especially oil (IMF 2007).

Many arguments underline the positive dimension<bina for SSA: in particular,

capital now flows in a region that was characteribg its scarcity. Commodity prices
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have increased for producing countries, exporteHaeen boosted and growth rates

have risen.

There are many pessimistic arguments, however t&apirges entail the risk of Dutch
disease; China is mainly driven by a quest for r@tresources and the securing of
energetic needs necessary to its growth, whicthesetore unlikely to change the
specialisation of SSA in commodity production anghats. For some commodities
(e.g., copper, aluminium), China’s consumption espnted in 2003 between one-fifth
and one-fourth of world consumption (Khan 2007)in@himported more than 25% of
world imports of cotton in 2004 (Goldsteat al. 2006). Angola, South Africa, Sudan,
DR Congo, Equatorial Guinea, Nigeria and Gabonesgmted in 2005 90% of SSA’s
exports to China (Broadman 2006).

For Wang and Bio-Tchané, the similar compositiorgobds traded between SSA and
its main trading partners suggests that the surggSA-China trade reflects partners’
comparative advantages given their stage of ecanalevelopment and not China’s
unilateral quest for natural resources. In all sasemay be observed that China is
reproducing the long-standing SSA pattern — thahefexport of primary commodities

— more than it is modifying it.

China’'s demand for natural resources maintains $®Ats century-long export

structure and may even increase its dependenceimarg products: indeed, while
SSA exports primary products to China, it imponsni China cheap manufactured
products that are more competitive than those lpgabduced. There are long-term
investments in SSA domestic industrial sectors. Maaufacturing and the construction
sectors attract China’'s FDI (UNCTAD-UNDP 2007). FOHowever, are skewed
towards the natural resources sector - most FDinatfee countries that export to China
(e.g., Sudan, Nigeria) and in the primary sectachsas oil and copper (Broadman
2006). Trade between China and SSA is mainly basenports of oil from Angola

and Sudan, timber from Central Africa, and coppemf Zambia, which has increased
the price of oil and metals from SSA and the regioaal GDP (Zafar 2007). Chinese
demand for oil, however, has increased the imptirtfdr many SSA oil-importing

countries.
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Zafar confirms that China’s exports threaten lopedduction in the manufacturing
sector, in particular its exports of low-cost tedj which displace production within
SSA countries and cause severe job losses. SSAfatiming sectors cannot compete
with the low production costs and the cheap gooais fChina (Kaplinsky and Morris
2008). The ending of the MultiFibre Agreement in020and the subsequent end of
quotas lifted tariff restrictions on Chinese imgotb the US and brought Chinese
clothing into direct competition with SSA products third markets (Alden 2007). This
had a detrimental impact on SSA fragile textiletges; in particular in Lesotho, Kenya,

Swaziland and Madagascar.

The resource boom in SSA, driven by Asian growthy rdestabilise local governance
when resources are managed by states. When rescaneemanaged by the private
sector, however, profits may mostly accrue to fyimetompanies, e.g., mining profits,
and leave little room for governments to use reesrto mitigate adverse distributional
impacts. The CGE model elaborated by Breisinger@ndlow (2008) on the example
of Zambia thus shows that the rise in copper priceeased per capita incomes by 2%,
much below the 20% increase that would have bebiewaed prior to the privatisation
of the copper industry: they highlight the riskaofresource trap’, Dutch disease and a

worsening of income distribution.

Crucial constraints on trade agreements in Sub-Salman Africa: political

economy, institutional and physical infrastructure

For a government, the capacity to successfully tiggo and implement trade
agreements obviously depends on the strength dicpiaistitutions and state capacity.
The latter is often weak in SSA, and many counthnage been affected by civil wars
and secession attempts. Political systems are oftearacterised by clientelism,
patronage and patrimonialism, with a limited conimepof public good and of political

power as a right for the ruler and habligesto appropriate the country’s economic
resources. At the extreme, some political regimey fme genuinely predatory and
kleptocratic: as shown by Olson (1993) and Acemagid Robinson (2006), they may
have incentive to prevent any development or caeastibn of institutions as they may

threaten their maintenance in power.
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Natural resources and commodity exports, espeaidllgeem to foster kleptocratic and
autocratic governments and create poverty trapgsevhatural resources and predation
mutually reinforce themselves (Charap and Harm 199Bese processes may be
compounded by social fragmentation, the latter dpe@inforced by political systems
where ‘the winner and his social group take alhisTcreates ‘defensive voting’ along
ethnic lines, which in turn reinforces social fragmtation (Bratton and Kimenyi 2008

on Kenya; Posner 2001).

This kind of political economy is likely to erodehet effectiveness of trade
arrangements, in particular if it characterisespalitner countries, but also when they
are implemented with more accountable and demaatatintries, as it limits the scope
of negotiations and their possible developmentdataues. Political commitment is

indeed crucial for trade integration and the suecédrade arrangements.

Indeed, Frangois and Manchin (2007) on a panellatebal trade flows from 1988 to

2002, reveal that infrastructure and institutiogadlity are essential factors not only of
export levels, but also the likelihood that expddake place at all. They show that
export performance, as well as the propensity tdigi@ate in the trading system,

depend on the quality of institutions and that cdnsport and communications
infrastructure. These factors appear to be mucle nmpportant than variations in tariffs
in explaining variations in North-South trade. Fgais and Manchin infer from these
findings that policy should focus less on develgpoountry market access than on

trade facilitation.

Political economy also matters in the sense that-country rivalries and the lack of
solidarity have often been important obstaclesemgianal integration, as shown by
Zafar and Kubota (2003) on the example of the CEMeéduintries, e.g., rivalries

between Cameroon and Gabon and competing aspsdtofeadership.

Infrastructure represents a key constraint to tfffecveness of regional trade
agreements in SSA. For Rodriguez and Rodrik (199&le policy in SSA works as it
does elsewhere - trade restrictions are obstazleggorts and their reduction improved
trade performance in SSA -: SSA poor performanceexplained by its poor

infrastructure, its geography, its dependence bmiged number of primary products.

Although trade reforms may raise trade volumesdy thBuence on growth is weaker.
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In the CEMAC in 2003, for example, the road netwmRresented less than 3,500 km
(Zafar and Kubota 2003). As underlined by UNCTAD@Zb), among the 24 countries
of West and Central Africa, five are landlocked (Boa Faso, the Central African
Republic, Chad, Mali and Niger), but transit tradeoften beset by administrative,
technical and logistical problems, which are aggrtest by the proliferation of

checkpoints (appendix 8).

For the IMF (2007), SSA'’s inability to diversify due largely to a lack of infrastructure
and the high costs of doing business. The very pdeastructure in SSA has a very
detrimental impact on trade and transport — e.gadrand telecommunication
infrastructure -, though the telecom sector hasravgd in the last decade due to

privatisation and FDI.

The World Bank also insists on the detrimental affeof poor infrastructure and
transport inefficiencies. On the example of thecpdural requirements for exporting
and importing a standardised cargo of goods, frieencontractual agreement between
the two parties to the delivery of goods in 126rtaes, Djankowet al. (2006) (and the
World BankDoing Business 200@port), highlights the negative impact of londags
on trade: on average, each additional day thatoalyst is delayed prior to being
shipped reduces trade by at least 1%. Delays haesen greater impact on developing
country exports and exports of time-sensitive go®ish as perishable agricultural
products. A day’s delay reduces a country’s regagxports of time-sensitive to time-
insensitive agricultural goods by #86For the World Bank report, many countries in
SSA cannot benefit from duty-free access provisiongrom trade liberalisation in
OECD markets if their export procedures are notpsfiad. This is compounded by
corruption and checkpoints at each step of thesprar chain within and across borders,

which significantly hinders SSA intra-trade.

Likewise, the gravity model elaborated by Nordad &termartini (2004) reveals that

quality of infrastructure is an important deternrmnaf trade performance, with - among

13 According to Djankowet al. (20086), it takes 116 days to move an export cortairom the factory in
Bangui (Central African Republic) to the nearesttjamd fulfil all the customs, administrative, apart
requirements to load the cargo onto a ship. ltgake days to do so from Ouagadougou (Burkina Faso)
and 87 days from Ndjamena (Chad) — but 5 days f@mpenhagen, 6 from Berlin, 16 from Port Louis
(Mauritius), 20 days from Shanghai, Kuala LumpuSantiago de Chile.
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all indicators of infrastructure - port efficiendyaving the largest impact on trade.
UNECA (2004) also views infrastructure as a keybpgo for competitiveness in SSA:

infrastructure and export diversification are ctated, particularly power and rural

electrification (but also transport, telecommunimas, etc.). Transportation costs are
much higher in SSA than any other region of theldvdhey accounted for some 60%
of the total price of cassava in Central Africamirtimies (IFAD roundtable 18-1-2005)

(Sindzingre 2000).

Similarly, for Lim&o and Venables (1999), probleofsinfrastructure, geography and
therefore transport jointly explain the relativédyv levels of trade in SSA, landlocked
countries suffering from high transport costs: tehgw that the elasticity of trade flows
with regard to transport costs is high (-2.5) dmat the median landlocked country has
only 30% of the trade volume of the median coastainomy. They calculate that
halving transport costs would increase the volumgame by 5. Many SSA countries
are unfortunately landlocked or transit countriasregional approach to transport
infrastructure and transit systems is thereforeiatdor trade and investment (such as

in the corridor approach in the SADC).

This negative impact of poor infrastructure affett® whole of SSA economic
activities, and therefore SSA intra-trade. Couljbahd Fontagné (2004) show with the
example of WAEMU that the very low intra-SSA traideexplained by the size of the
exporting and the importing economies, but thisssmg trade’ is also explained by

geography, and especially the very high trade afdteing landlocked and poor.

Likewise, for Bouét, Mishra and Roy (2007, 2008k decline of SSA share in world
exports may be explained by poor infrastructureirtimitial question is whether the
observed pattern of exports from SSA is consistgtiit the predicted level of trade (i.e.
explained by SSA GDP, geographic distance, andsact® foreign markets). Their
model shows that SSA is an ‘under-trading’ conttnan under-exporter. Transport and
communication infrastructure reduces the undemtpceffect for Africa. Another

model reveals significant non-linear impacts ofrastructure on trade for a large
number of SSA countries, as well as complementadatross transport and
communication infrastructure. They find that lot@de-related infrastructure (air and

road transportation, communications infrastructumedSA is a potential factor in lower
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than expected trade flows, and especially the astean between road density and cell
phone density. For Bouéit al, this poses the key question as to whether erldanc
preferences would raise SSA exports. Even if pegfees were to enhance export
levels, trade of SSA countries may remain low doelow levels of trade-related

infrastructure.

There are, however, counter-examples: in their @c@tric assessment of the success
of the AGOA trade preferences offered by the U8nd&hed in 2000, which generated
significant increases in imports from SSA by the, B%azer and Van Biesebroeck
(2007) reveal that none of these limitations - podrastructure, distorted product and
credit markets, high risk, poor public servicesreved to be binding constraints to
expanding exports under AGOA.

The low level of trade integration between Sub-Salan African countries

In SSA, the EPAs are implemented in an environntleait is characterised by a great
number of regional trade agreements, which are t&ahth-South’ - including SSA
countries -, and ‘North-South’ schemes, e.g., imvg) the EU and specific groups of

SSA countries.

SSA countries are characterised by weak trade ratieg, despite the existence of
many formal regional arrangements. Trade within $&dional groupings represents a
small fraction of each country’s total trade, imtiast with other parts of the world
(table 2). It has remained roughly constant, thoaighight increase is noted in the early
1990s, from 8% in 1989 to 12% in 1995 (Yeats 199%)s trade involves very little
manufacturing or intra-industry trade (half of thiade is accounted for by petroleum,

cotton, live animals, maize and cocoa).

The figures provided by the World Bamorld Development Indicatorsonfirm the
very limited level of exchanges within trade blgbsing defined as groups of countries
that have established special preferential arrapgé&sngoverning trade between
members). The EAC exhibited in 2005 the highestllef intra-bloc exchange (15% of
its exports within the bloc), followed by the WeStrican Economic and Monetary
Union (UEMOA) (13.4%), the Cross-Border Initiatiy#4%), the SADC (7.7%) and
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the Economic Community of West African States (EC&8Y (9.5%). The other blocs

exhibit lower levels (appendix 5).

Table 2: World network of trade, 2004

Europe NAFTA | Asia | MiddleEast | Africa | S&CAmerica World
Europe 33% 7% 8% 2% 45%
NAFTA 8% 9% 15%
Asia 13% 3% 27%
Middle East 4%
Africa 3%
S&CAmerica 3%
World 44% 21% | 23% 3% 2% 3% 100%

Source: Baldwin (2006); his note: The inter-regidi@vs are summed over both directions, so theee a
no entries in the lower triangle of the matrix. Abws are taken as a % of world trade and numisss
than 2% are zeroed out for clarity’s sake.

The level of SSA intra-trade is very low. Thereaiglebate as to whether the actual
levels of SSA intra-trade are lower than their potd. Some studies argue it has the
expected level, and that there is little unexpbbiteotential for intra-SSA trade
(Goldstein 2002). Gravity models comparing the aktwade and what the model
predicts show that in the absence of trade resingt the scope for SSA intra-trade is
intrinsically modest. Integration schemes did matréase intra-regional trade: indeed,
the latter is low not because of trade restrictionst because of incomes and
geography. Trade potential depends on total ecansime (GDP) and trade intensity
(trade/GDP), which is affected by geographic andgnemic determinants (proxied by
GDP per capita); trade attraction is determinedhaytotal costs of bilateral trade (e.qg.
transports costs), policy choices and history (Btao and Pritchett 1993). In the case
of North-South trade, SSA trade with industrial otries is not unusually low. SSA
trade levels with industrial countries are expldingy economic size, geographical

distance and population (Coe and Hoffmaister 1999).
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A limited integration despite a multiplicity of intra-regional arrangements

Regional agreements and organisations have mallipin SSA, and they often
overlag* there are now more than 30 arrangements in SShdYand Gupta 2005).
Such a proliferation of agreements — ‘spaghetti Ibguwith multiple objectives and

overlapping memberships is not likely to be effitier attract FDI (appendix 6 and 7).

Regional integration is confronted with many obkscand is undermined by the
similarity of problems among countries. Many coig#rexhibit the same market
structures, they mostly export commodities, theyehandiversified export structures
and lack complementarities, their comparative athgm lies in primary products and
perpetuates the post-colonial ‘small open econoroget - imports of manufactures

from developed countries, exports of primary godshese countries (Hopkins 1973).

Regional trade arrangements in SSA did not modifyoet structures, and did not foster
trade and FDI (Yang and Gupta 2005). Relativehhtegternal trade barriers and low
resource complementarity between member countifeg both intra- and extra-

regional trade. Small market size, poor transpailities and high trading costs make it

difficult for SSA countries to reap the potentiahefits of RTAs.

The Central African Economic and Monetary Commu(@¥MAC) is a case in point:
it is characterised by low growth, high dependenneoil, volatility resulting from
dependence on commodity exports, very limited indgional linkages, political
instability, in addition to infrastructural and misit problems, low complementarities in
goods and factor of production, and export of aampproducts (Zafar and Kubota
2003).

Likewise, in West Africa, ECOWAS has been ineffeetin promoting trade among its
members. Hanink and Owusu (1998) show that tramesflare strong when considered

on a relative basis, but the same pattern exisédéordd ECOWAS: the agreement did

4 The World BankWorld Development Indicatof@006) list regional trade blocs in SSA: the Eqoim
and Monetary Community of Central Africa (CEMAChet Economic Community of the Countries of
the Great Lakes (CEPGL); the Common Market for &asand Southern Africa (COMESA); the Cross-
Border Initiative (CBI); the Economic Community Gfentral African States (ECCAS); the Economic
Community of West African States (ECOWAS); the BrdiOcean Commission; the Mano River Union
(MRU); the Southern African Development Communi§ADC); the Central African Customs and
Economic Union (UDEAC, formerly Union DouaniereEtonomique de I'Afrique Centrale); the West
African Economic and Monetary Union (UEMOA); Easfridan Cooperationthe Southern African
Customs Union (SACU)
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not introduce significant changes. On the examplgroundnuts exporters, Badiane
and Kinteh (1994) also underscore the ineffectisengf associations of countries in

defending their exports.

A crucial point is that SSA regional arrangemerasvehhad a limited effectiveness
precisely because of the export structure of ma®¥ Sountries, and at the same time,
they had a limited effectiveness in modifying thigort structure. A CGE (computable
general equilibrium) model of Madagascar's econatfaborated by Hallaert (2007)

reveals that the SADC FTA has had a limited impawct Madagascar's real GDP
because liberalisation affects only a small shardto total imports. The model,

however, suggests that the trade and producticierpatmay change and benefit the
textile and clothing sector. Interestingly and inel with the theories that view

multilateralism as more efficient than regionaligdallaert shows that gains from the
SADC FTA become substantial only when the regidibatalisation is accompanied by

a multilateral liberalisation.

The North-South preferential schemes involving Sutsaharan Africa — GSP, EBA,

AGOA - and their variable outcomes

Non-reciprocal trade preferences have long beemtepglato various developing
countries, early in the history of the GATT, retieg past colonial trade ties (Frangois
et al. 2006). In 1968, UNCTAD recommended the creation keneralised System of
Preferences’ (GSP) under which industrialised atesmtwould grant trade preferences
to all developing countries on a non-reciprocali®yasm order to modify the most-
favoured-nation (MFN) clause of the GATT by (pdiyip exempting developing
countries from this obligation, while encouragireyedloped countries to discriminate in
favour of imports from developing countries. A Keynciple is that such ‘special and

differential treatment’ has to be granted on th&idaf ‘non-reciprocity’.

Many preferential market access schemes exist etvidorth and South countries
under unilateral trade preferences. The most importNorth-South’ preferential

schemes for SSA are the Generalised System of rBrefes (GSP), the EBA
(incorporated into the EU GSP regulation) - and A@&OA. The GSP schemes are
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tariff preferences granted by developed countoegtt certain manufactured and semi-
manufactured goods from developing countries ehigr markets at lower tariffs than

from other developed aleveloping countries.

The Generalised System of Preferences and the ‘igtléng But Arms’ initiative

The EU offers preferential market access to dewetppountries under the Generalised
System of Preferences (GSP) (preferential acce$38adeveloping countries), and as
part of the GSP, the ‘Everything But Arms’ initiedi (EBA) (quota and duty free access
for products from the 50 LDCs) (European Commis®2005) (appendix 9). The EU
GSP grants unilateral tariff preferences: it grapt®ducts imported from GSP
beneficiary countries duty-free access or a taeffuction (lower tariffs than the Most
Favoured Nation/MFN level) levels. It includes wulef origin, i.e. requirements for
products covered by the GSP, to be met for thebetoonsidered as originating in the

exporting country.

In 2005, the EU launched a GSP that includes imeesttowards sustainable
development and ‘good governance’ and grants aadititariff reductions to countries
with good governance, conventions on human rigatsur rights and environmental
protection. There are therefore three ‘levels’ @FGtariff: the standard (for all ACP
that are not LDCs), the EBA regime for all LDCscfuding those that are ACP
countries), and the GSP+ (for which no ACP areanly eligible) (Stevens 2007).

The EU GSP rules of origin, however, are sometimewed as high barriers to trade
(Stevens 2006). Rules of origin are indeed oftericsed for inducing an
underutilisation of trade preferences (UNCTAD 2008MNCTAD 2002). Rules of
origin are required by any preferential agreemiotth-South or South-South, in order
to authenticatethat goods claiming tariff preferences are produgedan eligible
country: they stem from valuable objectives of éostg clusters of linked industries
within the grouping; however, when the size of ne#skis small and the industrial
sector is not diversified, they may result in potiten and discouraging FDI, as shown
by Flatters and Kirk (2003) on the example of SADC.
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The EU ‘Everything But Arms’ (EBA), initiative, laxched in 2001 for LDCs is the
most favourable treatment: it is a preferentialdéraarrangement, which grants
unrestricted duty-free, quota free access to Elketarto all LDCs products, excluding
arms and ammunition (with a transition for the phgsut of customs duties on three
‘sensitive’ products, bananas, rice and sugar). fidtleimplementation of EBA is
expected for end-2008, with the complete phaseeabutluties for rice, sugar and
bananas). The EBA, however, cannot bring about dtiamahanges, not only because of
the complexity of its rules, but because over 99%d imports from the LDCs are of
products which the EU had already liberalised e\ duty is zero) (Brenton 2003):
for Brenton, encouraging export diversification teerefore the condition of

effectiveness of the EBA.

The evaluation of the EBA initiative by GallezotthBBureau (2006) emphasizes that the
literature exhibits contradictory criticisms - vdignited impact of the EBA or, on the
contrary, the important risks of trade diversiofeefs it represents. It has to be noted
that only a small number of studies have reliedooginal measures and satisfactory
data. The majority of these believe that the mdiaces of the EBA are to be found

only in a few sectors, and in particular sugar.

Implemented in 2001, the EBA intervenes in a cantéhere the EU already granted to
LDCs the benefit of very advantageous preferenthsse were granted since 1995
within the framework of the GSP’s special regimés.addition, the African and

Caribbean LDCs could also benefit from the Loméeagrent (and then Cotonou)

reserved for ACP countries.

Gallezot and Bureau identify 1224 products for whibe EBA generated a more
favourable access to the European market for LID@s under previous agreements.
These ‘EBA products’ are mainly sensitive agrictdtuand food processing products
that are not included in the preferences grantedDiGs prior to the EBA initiative.
Due to initial preferences more favourable to SSACs under the Cotonou
Agreement, the advantages of the EBA are more itapbfor Asian LDCs. Gallezot
and Bureau estimate that the ‘EBA products’, forickhthe EBA introduces a
preferential advantage, represent 1.8% of the LOGsI exports (broken down into
exports to the EU - 0.4% of LDCs’ total exportsintra- LDC trade -0.4% -, and
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exports towards other countries of the world - 1¥he EBA therefore facilitates access
for products which represent a small share of tit@l £xports of LDCs. However, as
argued by Gallezot and Bureau, the advantage dedetay the EBA for LDCs

concerns above all agricultural and food-procespnagiuct exports. The share of EBA
products in the LDCs' total agricultural and foadgessing exports to the EU was 11%
in 2003: these agricultural products benefitingrirthe EBA enjoy a doubling in the

volume of their exports to the EU. In some casks, EU has become a substantial
market for ‘EBA products’. Exports to the EU nowpresent more than half of the
value of ‘EBA products’ exported worldwide for someuntries such as Malawi (56%),
Zambia (78%), Bangladesh (51%) or Burkina Faso (69%hough in spite of EBA

tariff exemptions, some countries still export vétife to the EU (e.g., Sudan, Togo,

Niger).

The Africa Growth and Opportunity Act (AGOA)

The AGOA (Africa Growth and Opportunity Act) (2001) a North-South preferential
scheme, which has been an amendment of the US IE&Pan exchange of policy
reform for preferential access for SSA exportsh® US. It is not restricted to LDCs
and provides duty-free and quota-free market actessertain SSA products, e.g.

textiles and apparel, until 2015.

AGOA has had positive outcomes. Kaplinsky and Mof2008) reveal the critical
impact of AGOA on SSA’s global (including intra-iegal) clothing and textile
exports: it led to a rapid expansion of trade (engkenya, Lesotho, and Swaziland),
and almost all exports to the US were under the A@@ferential scheme. Collier and
Venables (2007) also underscore the success of A@G&ke preferences, available to

38 African countries, including Kenya, Nigeria édduth Africa.

Likewise, for the period 1991-2006, Tadesse andsBay2007) show that AGOA has
fostered the initiation of new - and the intensifion of existing - U.S. imports from
SSA eligible countries in both manufactured and-mamufactured goods — especially
the initiation of imports. Frazer and Van Bieselotoé2007) show via an econometric

analysis that the import responses to AGOA have lveey large for apparel products:
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imports by the US increase on average by 53%. Husat impact of AGOA for the
exports in the key AGOA product categories (appagticulture, manufactures) was a
34% increase. These import responses grew overdimdewvere the largest in product
categories where the tariffs removed were largeOAGlid reduce exports to Europe in
these product categories, and the U.S.-AGOA impdidsnot result from a diversion

from elsewhere.

Madagascar developed a textile industry thanksovo labour costs and the AGOA
(Nicita 2008). Similarly, Lesotho was SSA’s largesporter of apparel to the US but
its performance has relied heavily on Asian invessend trade preferences associated
with the AGOA. Apparel production suffers from loproductivity, poor skills and
weak local links and its prospects after AGOA daghly uncertain (Lall 2005).

The success of the AGOA has been affected by a towand a destabilisation of the
SSA apparel sector stemming from the end of thetiNfibre Agreement in 2005

(appendix 14) and the elimination of quotas, whiws exposed SSA to greater
competition. The AGOA fostered industrial perforroas, which are, however, fragile

and risk collapsing as soon as the agreement ctumaasend.

AGOA is an example of the limitations of this typescheme, due in particular to the
condition of rules of origin that restrict marketcass. Inputs must be from AGOA
countries or the US (Mattoet al. 2002). Olarreaga and Orden (2004) have highlighted
other AGOA limitations: apparel exporters receivadfact only 1/3rd of the ‘tariff
preference rent’ (i.e. the tariff which was presbucollected by the US) and smaller
exporters received less than larger ones, becdube onarket power of US importers
vis-a-vis their SSA exporter counterparts. Manyesols aim to improve market access
to developed countries, but this market remaingepted: a better access would

produce substantial gains for SSA (lanchovickahal 2001).

The disappointing results of the EU-ACP non-reciproal preferential schemes and

the debate on trade preferences effectiveness

The Cotonou Partnership Agreement for the ACP a@mstlaunched in 2000, which

includes many SSA countries (47 countries), hakceg the EU-ACP countries’ Lomé
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Conventions. The ACP countries consist of 77 coemt- developing countries, least-
developed countries (LDCs), landlocked countried simall islands developing states
(appendix 2). The Cotonou Agreement implementedttade preferences with ACP
countries via preferential duty regime (Bilal 200)7a non-reciprocal duty-free market
access to all ACP countries, except South Africdi] @008.

The DG Trade websiteunderscores that for most of the ACP countrigso-aimost all
African ACP countries - the EU is the main tradpaytner. The main products traded
are: for ACP exports, petroleum, followed by diamt®ncocoa and wood; as regards
EU exports, machinery, followed by vehicles, shiafts, oil, medicines. Trade between
the ACP and the EU has remained important for t6® Abut marginal for the EU.

For the European Commission, these trade regimes lbeen very favourable to poor
countries, and in particular SSA: as argued byGbmmission White Paper on Market
Access (European Commission 2005), the EU had @% 20e most open regime vis-a-
vis SSA and the other ACP countries: in 2003 ACéntaes paid full duty on only 3%

of their exports to the EU. The remaining 97% esdesit zero duty or at reduced rates
of duty. It also argues that the EU is the mostnoprrket in rich countries for the 50

LDCs. In 2003 the EU absorbed 63% of LDCs expartdapan, EU, US and Canada —

more than 70% for agricultural products.

In SSA, the successive Lomé Conventions did natifsigntly improve growth, trade

integration and trade diversification. This has rbeen argument for the EU for
reconsidering trade preferences. The effectivernéspreferences and therefore the
impact of their erosion on SSA remain neverthemggect to debate (appendix 10).
Preferences have brought about mixed outcomes aim$ dor countries that mostly

export commodities — mineral, oil or agricultural.

Indeed, the impacts of preferences as well asedf #rosion can be assessed only on a
case by case basis, depending on countries, semorgproducts. UNCTAD (2005)
states that nearly 20 primary commodities cru@dlDCs are exported to the EU, US
and Japan without enjoying preferential treatmastthese products are MFN duty-free

(or subject to a very low MFN tariff), while aboli8 products have been exported by

15 http://ec.europa.eu/tradelissues/bilateral/redeamgindex_en.htm.
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LDCs under significant preferential margins in ganme markets (appendix 11, 12 and
13).

For Stevens (2005), preferences are a featureedfalling system since the 1960s and
their impacts remain controversial: many benefiegrsuch as most SSA states, have
failed the ‘reasonably efficient supply’ requirerhedle underscores that preferences
are a relative matter: some supposedly preferrathtdes are unable to benefit,
especially in SSA, as shown by the constraints seddy the rules of origin of the EU
and until 2000 the requirements by the US of a agitipe textile industry supplying
inputs as well as a clothing industry. Similarlethew EU GSP (June 2005) removes
some old discrimination for almost every product txeates new ones. Frangeisal.
(2006) confirm that preferences are underused lsecafiadministrative burdens (4%
of the value of goods traded) — which reduces t®sds for countries affected by
preference erosion. For Francas al. (2006), a key point is that the developing
countries that were granted the fewest prefereinc® 1960s, those in East Asia, have
grown the fastest. Conversely, those granted tlepest preferences, including SSA
LDCs, exhibited low growth rates. For France al, tariff reductions in OECD
countries will translate into worsening export pemiance for the least developed
countries, the erosion of trade preferences mayrbeca stumbling block for

multilateral trade liberalisation.

As argued by the European Commission (2006b), msodgkeneral or partial
equilibrium) show that fears of preference erosiom exaggerated and that developing
countries have more to gain from multilateral lddesation than they lose from
preference erosion. It also argues that multil&tebbaralisation is the best mean of
offsetting preference erosion. Preference erostwuld affect a limited number of
countries, with small impacts. It acknowledges, bwer, that a few countries will be
negatively affected, in particular small and pooumtries, e.g. those depending on

distorted markets (sugar, textiles).

As underlined by Gavin (2007a), the preferentiaess has been exaggerated, because
many primary commodities that are exported by AGRIntries do not receive

preferential treatment in the EU market, these petalbeing MFN duty-free (75% of
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imports from LDCs into the EU are duty free on akRMbasis): preferences have been

under-utilised - as in the case of the EBA.

Similarly, Bouét, Roy and Mishra (2007) underscibv&t on average, market access for
SSA countries is better than that for Latin Ameriésia and the Pacific, despite
significant variations within SSA. Trade preferemaeill potentially increase exports
from SSA for a few countries only, which stems froine export structure of these
countries. The benefit to SSA occurs due to spsei@dns in oil, gas, and mineral
products or commodities that are not highly taxedughout the world. Exports from
Benin, Malawi, Mauritius, Swaziland, and Togo arenglised because they have
specialised in highly protected products, whichfgnences only partially compensate.

In contrast, Angola, Chad, the Democratic Reputfli€ongo are advantaged.

Some studies, however, find that preferences haee htilised. A prospective analysis
of the impact of the end of Cotonou preferencesBotswana exports (ODI 2007)

emphasizes its harmful effects: Botswana could etep its exports of beef to the EU,
as the end of Cotonou tariffs means that Botswaya the full MFN tariff, equivalent

to 80% of the revenue obtained from sales to the Hi¢ end of preferences is also
likely to hurt Namibia or Kenya. As underscored®tgvens (2007), in Namibia secure
access to the EU beef market has allowed paying fviges to farmers and developing
the sector; its beef exports to the EU would paiffsaequivalent to 142% if Namibia

lose the preference, which would threaten the wiselgor. The Kenyan horticulture
industry will also have difficulty exporting to theU under the GSP since its major

competitors face zero tariffs.

Similarly, Candau and Jean (2005) show that in 2@1 preferences to developing
countries have been utilised, especially in SSA, thiat for several SSA countries, the
value of EU tariff preferences is worth a signific@roportion of their world exports: in

2001, 48.9% of EU's imports were dutiable, i.eolming products for which the MFN

duty is not zero. Among these dutiable importsh%6were eligible to a preferential
regime, and the benefit of a preferential regimes wequested for 81.3% of eligible
imports. The utilisation rate is high in the case$SA LDCs: they did not use the EBA

initiative, rather using the Cotonou regime, whishalready very favourable both in
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terms of rates and of associated constraints. Caadd Jean find that for SSA in 2001,

the utilisation rate of the Cotonou scheme amoutaéi#% of imports by the EU.

The EPAs: replacing unilateral preferences by ‘Norh-South-South’ free trade
agreements

In this context, the EU and ACP countries have enmnted new trading arrangements
that rely on trade liberalisation between the twartips: the EPAs (Economic
Partnership Agreement8) Formal negotiations started in September 200Ddtober
2003, regional negotiations got under way with Wafgica and Central Africajn
February 2004 with Eastern and Southern Afraag in April 2004 with Caribbean.
They are based on four pillars: partnership, regjiomegration, development and link
to the WTO (as stated in the DG Trade web§it&EPAs were scheduled to enter into
force by the T of January 2008.

EPAs replace the unilateral, non-reciprocal, dimgratory preferences in trade in
goods of the Lomé Conventions and their associatedelopment cooperation
programmes, by WTO-compatible free trade agreemant®lving reciprocal
commitments by both parties (the article XXIV oktBATT allows agreements that
progressively implement free trade between twoigg)t The trade regime of the EPAs
relies on free trade between the ACP countriestaedEU on the basis of regionally
integrated groupings. Regional integration is heomceived as a basis for the
integration of the ACP countries into the world eomy. Trade barriers were due to be
progressively removed before 2008. The EPAs shif& non-reciprocal EU trade
preferences vis-a-vis ACP countries to domesticketaaccess for almost all products
from the EU within a 12-year period (2008-2020).

6 The amount on policy, think thanks and academaudents on the EPAs is huge and daily progress is
presented in details in several websites, in padaiche EU DG Trade, as well as ICTSD, ECDPM, ODI
or ACP-EU-trade.org.

7 http://lec.europa.eu/tradelissues/bilateral/redeamgnepa_en.htm.
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Box 1. Key features of EPAgsource: Stevenst al. 2008).

The Cotonou Partnership Agreement (CPA) sets aut dore elements around which

the EPAs should be developed:
Development: EPA negotiations must be placed in the context led overall
development objectives of ACP countries and ofGR&A. To be of benefit to the ACH

EPAs must be ‘economically meaningful, politicalljustainable, and social

U

y

acceptable’. Hence, EPAs are not just ordinary exgents on trade. Rather, they are

intended to be development-oriented trade arrangemi foster development and

economic growth in ACP countries which will ultineit contribute to poverty
eradication.

Reciprocity: The most important element of an EPA is the edhbient of an FTA
which will progressively substantially abolish akde restrictions between both part
(CPA Art. 37.7). This is a radically new elementA@P-EU trade relations and alsa
necessary requirement to make the EPAs WTO-conipatibline with Article XXIV

of the General Agreement on Tariffs and Trade (GATHor the first time, ACR

countries will have to open up, on a reciprocaidabkeir own markets to EU produg
in order to retain their preferential access to #ld market. The rationale fg
reciprocity rests on the principle that liberalisatof ACP markets towards the EU w
increase competition within ACP economies, thersbynulating local and foreig
(including EU) investment and the necessary adjestrof their economies, leading
growth and development.

Regionalism: The EU clearly envisages negotiations with ACP oegl groupings
which are in a position to do so, though it hasroted out the possibility of concludin
agreements with single countries in exceptionaésa3he principle of basing futu
trade cooperation on regional integration stemsnfrime conviction that regiong
integration is a key stepping stone towards furthrgration into the world econom
as well as an important instrument to stimulateegtient and lock in the necess
trade reforms (CPA Art. 35.2).

Differentiation: Considerable weight is given to differentiation apkcial treatmen
which affirms the North- South nature of the relaship. The CPA states that EP
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42

(CPA Art. 35.3). Hence, EPAs should provide suéfiti scope for flexibility, special
and differential treatment and asymmetry. In patét LDCs, small and vulnerable
economies, landlocked countries and small islaridsuld be able to benefit from

special and differential treatment.

Box 2: The WTO and a framework EPA(source: Stevens 2007)

For an EPA to be WTO-compatible, the minimum regient is that it complies with
Article XXIV of GATT 1994, which requires duties tme eliminated on ‘substantially
all the trade’ with ‘a plan and schedule for thenfation of the trade agreement within a
reasonable length of time.” In other words, to leadNTO compatible trade agreement
by the end of this year, an EPA must provide a éscife’ for reciprocal tariff
liberalisation — but not necessarily a list of whitem falls into each of the sequential

tranches provided in the schedule. Nor does an B4l to include an agreement jon

services or trade-related issues to ensure WTO abbigy (source: Bilal 2007b).

EPAs initially involved six ACP regional groupingdien seven with the EAC (East
African Community), of which four (now five) are BSA (appendix 16) (Stevens and
Kennan 2006). In an EPA between the EU and a reggnouping, the latter negotiates
as a single block. The non-LDC ACP countries tltahdt belong to regional groupings
and which implement an EPA, can implement a Freel@Agreement with the EU, as
South Africa’s FTA (the TDCA, or Trade, Developmemtd Cooperation Agreement)
or access to the EU via the GSP, which is, howdess, favourable (UNCTAD 2003b).

The EPAs were due to be concluded by 31 Decemi@#,20e date set for the WTO
waiver for the Cotonou preferences to expire. Setudies predicted that this deadline
would be difficult to respect for some ACP regi¢Bdal 2007b), and this has been the
case. Stevenst al. (2008) mention that by October-November 2007,egan in SSA
and in the Pacific was in a position to concludieileEPA. They evoke ‘tension and
frustration on both sides’: little progress had rbesade in most negotiations a few
months before the $1December 2007 deadline, with the European Comamisand

ACP negotiators having difficulty in reaching a aqoon understanding of EPAs.
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Indeed, the EU-Africa Lisbon summit of December 2@0at was supposed to launch
the EPAs became a place where the disagreemeseyefal SSA countries have been
publicly voiced, including in the medfa Alternative trade regimes for ACP countries
not signing an EPA were limited, however: for tHeds, the EBA, for others the GSP,

but the latter offers less favourable conditionsie TACP therefore asked for an
alternative regime that would maintain market ascies 2008 and thereafter. Some
countries accepted the EU proposals and initidllgérim EPAS’, e.g. Ghana or Céte

d’lvoire. The latter were finalised in a hurry irder to respect the end-2007 deadline.

The WTO waiver for the Cotonou preferences wastdwexpire at the end of 2007: as
underscored by Rob Davies, Deputy Minister of Trade Industry of South Africa
(2008), there was therefore a threat that if a WED@watible alternative was not
agreed upon on the 1st of January 2008, many AQRties would trade with the EU
on less advantageous terms. In May 2008, the Gszaiblis the only region to have
signed a full EPA, several other regions and irttligl countries implementing interim
EPA’s. Many ACP countries, including South Afridaave signed neither. Some of
these will trade with the EU EBA arrangement devider the LDCs, some under
specific arrangements, e.g. the South Africa’s &raddevelopment and Cooperation
Agreement. Others will therefore trade under thedas favourable terms of the EU’s
GSP.

According to Stevenst al. (2008), in SSA 18 countries (most non-LDCs and esom
LDCs) have initialled interim EPAs (appendix 15helremaining ACP countries, apart
from South Africa, export to the European markedemthe EU GSP: the EU
favourable EBA sub-regime for LDCs, and the lesgofmable standard GSP for
Nigeria, Republic of the Congo, and Gabon. SoutticAfcontinues to export under its
own FTA with the EU, the Trade Development and Gwapon Agreement (TDCA).

Are there alternatives to EPAS?
The EPAs are intended to enhance development catbperand access to the EU

market for the ACP countries, but they have raiseeth controversy. Their possible

18 As summarised by the Africa Research Bulletin (44, n°12, 15 January 2008) reviewing the Africa—
EU Lisbon Summit: “‘No” to EPAS'.
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negative impacts and the subsequent resistance $mme ACP countries are the
subject of substantial literature, not only acadetnt also from think tanks such as
ODI, ECDPM, the South Centre, Oxfam or ICT]§DMany studies have therefore
reflected on possible alternatives to EPAs, whippear to be difficult. For Stevens
(2007), a WTO waiver is not likely, but he statieattin the Cotonou Agreement EPAs
are not the only options. Article 37(6) commits &l to consider providing countries
that do not join an EPA with a “new framework foade which is equivalent to their
existing situation.and which would be ‘in conformity with WTO rulesgnd for

Stevens, the GSP+ could be a possible option.

For the South Centre (2007d), the opportunity @dstot signing an EPA is limited
since LDCs enjoy the EBA initiative. If an EPA istrconcluded, ACP exports will be
affected by the more restrictive rules of origigugements and by preference erosion
on a few key products for ACP countries, especidttly Commodity Protocols for
bananas, beef /veal, and sugar. For the South & embrwvever, these Protocols are
already being eroded by the EU'’s internal markfgrres and even under an EPA, ACP
countries will lose part of their current prefereador these commodities. An EPA may
not substantially improve market access for ACPntdes compared to the market
access they currently enjoy, but an EPA may improaeket access for ACP exports
through the liberalisation of tariff lines that asecluded under Cotonou (for non-LDC
ACP).

EPAs have thus been presented as the only chditelack of alternative to EPAs and
GSP due to the obligations contained in the WTG@@le#, offered as the only option by
the EU, has been disputed by Bouét, Laborde andeM&007), who argue that
contrary to the conventional view that the GShhesdnly alternative to the EPA, there
are other options. For Bouét al, new trade preferences can be designed if extietade
all non-ACP small and vulnerable economies, a gheardevelopment strategy for the
EU; or the ACP countries could carry out a certdagree of multilateral liberalisation
in order to benefit the rest of the world: a dosenaltilateralism can be introduced in

order to boost exports from third countries anduoedtrade diversion. Exploring

9 These think tanks produce many useful documengs, tne ECDPM Overview of Regional EPA
Negotiations InBrief series for 2006-2008, the I©TBlonthly News and Analysis, the Oxfam briefings
on the EU approach to FTA, among others.
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alternatives is important as EPAs affect many mooentries than those directly

involved in the negotiations.

Delpeuch and Harp (2007) also questioned this ampdack of alternative: given the
risk of trade diversion for many ACP countries amellenges for regional integration
will not be fostered, they consider that the WTQ@ildain fact be flexible - the WTO
allowing flexible solutions if none of its membeatsagree. ACP countries have some
room for manoeuvre regarding the meaning of traberdlisation, which may be
defined as a more or less uniform bound tarifftrice. Delpeuch (2007) thus develops
the three meanings of trade liberalisation: theimition of all applied tariffs by a
certain percentage (the U.S. version); the elinomabf a percentage of applied tariff
lines (the EU version); the diminution of certaaritfs and the (eventual) increase of
others, leading to an overall decrease of bounffsaShe argues that the only option
envisaged in EPA has been the second, focusingepdrcentage of trade volume to
be liberalised and on the choice of the sensitivedycts that will enjoy tariff
protection: the third meaning, however, of moviowards free trade might be more
adapted. Moving towards a more or less uniform dotamiff structure (which might
actually imply increasing some tariffs) is not ofteonsidered as liberalisation: but such
a “re-balancing” of bound tariffs at a level cldsethe applied tariff rates can be viewed
as freer trade as it increases trade predictalaihty diminishes distortions, and from a

multilateral perspective, may receive support en\\WiTO.

Similarly, Messerlin and DelpeudB007) consider that EPAs will be very costly to the
ACP countries. If EU products enter the ACP marldeit/-free, they may be priced
above world market prices, which implies losses tbe ACP consumers and
governments. They argue that ACP countries shauldgse a plan in the Doha Round
context, which would deliver a more balanced litisadion: they should cut their
bound tariffs and offer better access to their ko non-EU WTO members, thus
limiting the preferential liberalisation towards ethEU. It would also enhance

diversification in the ACP economies and reinfarwdustrial sectors.
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3. Benefits or adverse effects? The uncertain outcomes of EPAs

The outcomes of EPAs continue to be the subjeatgreat amount of controversy, and

many economic and econometric studies highlight thecertain outcomes.

There are also methodological issues, as manyestugly on simulations based on
general or partial equilibrium models. According tttee comment of the European
Commission (External Trade website) on the Fontadraborde and Mitaritonna

Impact Study (2008), partial equilibrium methodo&sgare useful for issues that are
easily quantifiable, e.g. identifying products velable to import surges or losses in
tariff revenue. Such methodologies are difficuliuse in analyses of the total effect of
EPAs: the latter is expected to be positive duantancrease in ACP activity fuelled by
goods liberalisation, services liberalisation, @ases in investment, productivity gains
and trade facilitation, which are difficult to quéy with this methodology. Aid

effectiveness is also uneasy to quantify, e.g. rémeforcement of the ACP productive

capacity, the reinforcement of institutions andiér@apacity.

EPASs carry benefits for SSA countries

EPAs may be associated with benefits for SSA merabentries. On the EU side, the
failure of previous preferential schemes was ailegte justification for rethinking its
relationships with the ACP countries; putting a fhrefront a reciprocity that is based
on free trade was a mean to achieve this. EPAmasmt to increase competitiveness in
a globalised world where the latter is a necessty/,well as technology transfers.
Stevenset al (2008) underline that since EPAs are WTO-compatitbee trade
arrangements, the interim EPAs have removed thethigt the end of the Cotonou
waiver would result in some ACP countries losingitipreferential EU market access.
Without the pressure to meet WTO commitments, t#° Aountries and the EU can

continue the negotiations towards more compreheraiv developmental EPAs.

In line with the traditional World Bank position,oWwever, Brentonet al (2008)
emphasize that the EPAs must foster SSA internatioompetitiveness: for this the
EPAs must be designed in a way that supports iatiegr into the global economy.

SSA countries should therefore reduce externdf fagiak barriers on a most favoured
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nation basis to ensure that when preferences fer BEb are implemented after

transitional periods, they do not lead to subssidsses from trade diversion.

EPAs may increase ACP exports to the EU. The melddlorated by Fontagret al.
(2008) thus forecast that under the WTO-compatybitionditions of at least 90% of
bilateral trade fully liberalised, ACP exports wile 10% higher with the EPAs than
under the GSP/EBA option. They estimate the bendfiom trade creation to be
approximately twice as large as the losses fronetdiversion for the ACP as a whole.
At regional level, the effects are largest for Can#frica which will see almost three
times more trade created than diverted and smdteSADC where trade creation is
1.5 times greater than trade diversion. This indggbut does not confirm) positive
welfare impacts of the EPAs. The volume of ACP etgpto the EU in 2022 is expected
to increase by close to 11% compared to the sitmatnder the GSP. Compared to the
current situation, the increase would be about 5.B%percentage terms, the largest
gains would accrue to exporters in the livestoakt@e(exports forecasted to increase

by 140%) and vegetable products and textiles (¢ggorecasted to increase by 40%).

There is debate on the institutional reforms thaiugd accompany the implementation
of EPAs for the ACP countries to fully benefit fraime trade opportunities opened by
them, in particular in the four areas of trade lf@tion, regulatory reform and support
for investment, competition policy and governmemnbgorement, which have been
proposed for possible inclusion in EPA negotiatia@sunderscored by Morrisseyal.

(2007), however, their respective benefits araaliff to quantify.

The simulations of the impact of the EPA on SADQmoies by Keck and Piermartini
(2005) based on a general equilibrium model (aaresibn of the standard Global Trade
Analysis Project/ GTAP model) show that this EPAvesifare-enhancing for SADC and
will lead to significant increases in real GDP. lrawst countries further gains may arise
from intra-SADC liberalisation. At the sectoral &yvthe largest expansions in SADC
economies take place in the animal agriculture prodessed food sectors. Keck and
Piermartini acknowledge that EU-SADC liberalisatiill not promote manufacturing
activities, which are rather fostered by multilateiberalisation (e.g., textile, clothing

and light manufacturing).
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EPAs may also have positive outcomes at the seédtral. EPAs may for example
strengthen the negotiation capacity of some ACRt@s in a sector such as fisheries:
Ponteet al (2007) reveal that while SSA countries are ugualéaker in bilateral
settings than in multilateral ones, and while rdgay fisheries SSA countries are likely
to lose from WTO negotiations, they may gain frolRAS. Given the EU need to
import fish, the SSA countries have a bargaininggrathat may be improved by EPAs,
which involves regional groupings. However, Pogit@l. underscore that this collective

power will be limited by the division in EPAs subgions, with four (now five) in SSA.

The risk of contributing to the ‘spaghetti bowl: the creation of additional

boundaries and transversal groupings

EPAs group countries that have different exporticitres and therefore strategic
interests, since their impact differs accordingvteether a country exports, e.g., wood,
pineapples, cocoa, bananas or oil, and has a isgmifindustry (e.g. in the agro-
industrial sector such as brewer?@s):or example, an oil-exporting country such as
Gabon does not have the same interests as th&@nwdroun: Gabon has little interest
in a regional free trade area, in contrast with ©&amun where economic activities are
much more diversified. EPAs may also have effettsaale diversion. They also may
separate neighbouring countries when the latteorlgelto different EPA regional

groupings.

In addition, the different EPAs of SSA include gpoof countries that exhibit higher
degrees of integration than others, i.e. UEMOA initthe EPA grouping of ECOWAS,
EAC within ESA and SACU within SADC (Stevers al. 2008), with some groups
being customs unions and having already built a @omExternal Tariff (CET), such
as UEMOA, or intending to do so (such as the Comritarket for Eastern and
Southern Africa/COMESA by December 2008) (Dimaranand Mevel 2008).
Simulations conducted by Ngeleza (2008) on an ERA the CEMAC+ (including DR
Congo and Sao Tome) highlight the ambiguity of ERPégarding the opposed views

describing regional preferential agreements eitt®ebuilding blocks for, or stumbling

20 CommodAfrica, Demain, sans APE, c’est la douang®’December 2007.
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blocks to, trade liberalisation; while a regionedade agreement may slightly raise

welfare among its members, the cost for the non-‘pegsncan be high.

The EPAs introduce additional complexity in theealty complex ‘spaghetti bowl!’ of
trade arrangements in SSA. As underscored by Ste\@008), the dominant
impression is that “they are a mess”, with thelf iimplications being likely to take a
long time to unravel, perhaps more than a decasleme negotiations were moreover

“particularly tortuous” (such as in SADC).

The EPAs create additional sets of countries stdyeto specific regimes, which may
create trade effects (diversion or creation) (agpei8). Similarly they rely on the
classification of countries as ACP, which includ€¥Cs, non LDC countries, while in

SSA there are countries that are not part of the g@up.

According to the WTO Annual Report 2007 (XI. Conmted on Regional Trade
Agreements), EPAs are supposed to strengthen rexistegional integration

arrangements: this may be the case in Western anttal Africa, where negotiations
are taking place with the ECOWAS and CEMAC, but imotEastern and Southern
Africa where the EPAs foresee two configurationastEand Southern Africa/ESA and
SADC minu$®) with members from four distinct regional integoatschemes. Each of
these RTAs is either already a customs union (EACC$ACU), or planning to become
one (SADC and COMESA), which, for the WTO Reporgkes it likely that the ESA

and SADC EPAs will clash with the existing RTAs.

As highlighted by the ODI-ECDPM study (Stevestsal. 2008), the EPAs in SSA are
all different and in only one region, the East &&m Community (EAC), does more
than one country have the same commitments aslieeso On the other hand, in West
Africa, only two EPA countries have initialled sificantly different texts with
different liberalisation commitments. Similarly, éitonet al. (2008) underscore that
EPAs are currently a patchwork of agreements tllatimdermine regional integration.
Countries in the same regional bloc have signedsERi#h the EU that have different
product exclusion lists: this will necessitate dtrtontrols on the movement of EU

products within regional groupings to ensure thet éxclusion of a product in one

%L In Southern Africa, the 'SADC-minus' group incladthe BLNS (Botswana, Lesotho, Namibia,
Swaziland), Angola, Mozambique and Tanzania (Bai982
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country is not undermined by preferences for thmesgroduct in a partner country

(EAC being the only exception).

The case of the ESA-EPA is particularly tellinggapdix 17). The ODI-ECDPM study
(Stevenset al. 2008) underlines that the post-2007 deadline foeva WTO-compatible
trade regime between the EU and the ACP is prolilenfar the ESA (Eastern and
Southern Africa) region because of the inherenpatity of the grouping. Five
countries have initialled the ESA-EPA agreement, Wwith separate schedules for
liberalisation (Comoros, Madagascar, Mauritius, &jles and Zimbabwe), and five
others have initialled under the recently emergad@ EEPA grouping (Burundi, Kenya,
Rwanda, Tanzania and Uganda). The remaining sintdes are LDCs (Djibouti,
Eritrea, Ethiopia, Malawi, Sudan and Zambia), whéatport to the EU under the EBA
initiative since the 3 of January 2008 (though Zambia has initialled rterim ESA-
EPA) For Steven®t al, this reveals that the ESA-EPA grouping does hmte a
regional character: moreover, the separate agradmgelBAC partner states has created
tensions within the grouping. Restoring the ESAfigumation is further complicated
by the high degree of variation between the libsatibn schedules of the different
ESA and EAC signatories.

As underlined by Davies (2008) relying on the Stesvet al. ODI-ECDPM study
(2008), the EPAs liberalisation schedules did raistder whether they were in line
with those submitted by neighbours. In Southernicafr members of the Southern
African Development Community (SADC) have foundniselves divided into five
separate negotiating configurations, involving eliént obligations towards the EU.
Even within the SADC EPA - five members of the $®uh African Customs Union
(SACU) plus Mozambique and Angola - three membdrsSACU and one other
country initialled late last year, whilst one ottdid so later and under protest. Two
have not signed on at all to an arrangement, whahDavies, is not likely to enhance
regional integration. The SADC EPA, by adapting theade Development and
Cooperation Agreement (TDCA), signed by South Adrigith the EU in 1999, and
through the SACU extendedk factoto Botswana, Lesotho, Namibia and Swaziland,
reached agreement with the EU on a schedule fapromal liberalisation of trade in

goods. Under this, most countries would receivg-fhete quota-free access into the EU
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market for all products except rice and sugar, evBibuth Africa would have received
some improved access for products that were natufably treated under the TDCA.
In return, SACU would have improved access for Eatpcts in around 500 tariff lines
over the arrangements agreed in the TDCA. At threesime, Mozambique, despite
being an LDC, agreed also to reciprocate to thelklthe SADC region, however, the
EU moved the EPAs beyond WTO-compatible free tragleements covering trade in
goods, to agreements also embracing trade in ssnénd new generation issues
(investment, government procurement, competitioficpp The interim EPA also
included legal obligations that would extend EU petence on issues of economic
governance in ACP countries. For Davies, techmpoavisions in the interim EPA legal
text relating to the definition of parties, condem protection of infant industries,
export taxes, and a MFN clause, were key issualissent between all in the SADC
EPA group and the EU.

The South Centre (2008) goes even further in aggthiat interim EPAs with individual
ACP countries in SSA not only will not foster rega integration, but could have the
opposite effect. As shown by its graph (appendixdfly the EAC has maintained a
coherent configuration: but the impact of a segaraterim EPA is uncertain since
some EAC countries are also part of other regioriaegration processes, e.g., the case
of Tanzania, which is a member of SADC, and of Bdiu Kenya, Rwanda and
Uganda, which are also members of COMESA. A commainket and custom union
amongst COMESA countries is therefore threatenethégeparate agreement by EAC

countries as well as by individual COMESA countries

Fiscal losses in the context of revenues that rebn trade taxes

As mentioned above, trade liberalisation in SSA fegative effects on public revenue
and induces fiscal losses, because trade taxefitams key source of public receipts
in SSA countries, which moreover are very limiteéh-most LDCs, around 15% of

GDP, three times less than in many developed cegntand so do EPAs. The loss of
tariff revenues from liberalisation has indeed beekey concern for ACP countries.

These losses may be important and involve costs ¢uwa beyond temporary
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adjustments, even if the EPAs consider trade-r¢laté in order to compensate fiscal

revenue losses.

Indeed, these fiscal losses are highlighted byd#tailed assessment of the impact of
EPAs achieved by Fontagret al. (2008), thanks to a dynamic partial equilibrium
model that includes two alternative lists of semsiproducts (one giving priority to the
agricultural sectors, the other focusing on taeffenue preservation) and the criterion
of WTO-compatibility of EPAs, i.e. at least 90% bilateral trade must be fully
liberalised. The study separates the effects ofi tavenue into a direct effect arising
from trade liberalisation vis-a-vis the EU and amliiect effect in terms of trade
diversion. The results, which refer not to SSA alobut to all ACP countries, reveal
that on average ACP countries will lose 70% offtadgvenues on EU imports in the
long run. ACP countries, however, will receive ffarevenue from imports from other
regions of the world: therefore, if computed oratd&CP imports, tariff revenue losses
are limited to 26% on average in the long run awmeneless in certain conditions.
Fontagnéet al find that the most affected regions are CentriagicA and West Africa,
with the least affected regions being the Cariblsah SADC. A key point emphasized
by Fontagnéet al is that the final impact of EPAs depends on tleégiv of tariffs in
government revenue and on potential compensatdegtefthat may occur given the
specific trade structure of each ACP country. Theg that the capacity of each ACP

country to reorganise its fiscal base will be caligi the mitigating of fiscal losses.

Kone (2008) analyses the economic and social sffettthe EU-ECOWAS EPA in
Cote d’lvoire via the Global Trade Analysis ProjéGTAP) model, and the impact of
the progressive elimination of tariff and non-thbarriers of this EPA. The simulation
of potential revenue gain or loss resulting from éstablishment of an EPA shows that
full reciprocity will be costly for Cote d’lvoire ni terms of revenue losses.
Deindustrialisation is expected, with significamljsstments costs. However, over the
longer term, the model predicts that there may dmtipe gains for Cote d’lvoire as it

will enjoy unrestricted market access to the EU.

Other simulations based on the GTAP modelling rewailar outcomes. On the
example of ECOWAS, Adjasi and Kinful's (2008) siratibn results show that with the

exception of Ghana, the EPAs are associated withrad terms of trade effects for the
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rest of ECOWAS, which will suffer GDP and welfaresses. The model, however,
forecasts gains for ECOWAS due to improvementseichmology, in particular if
technological changes have spillover effects. Giosed Weisfeld2008) also find that

in the case of ECOWAS an EPA may result in traderdion and revenue losses.

Likewise, Zouhon-Bi and Nielsen (2007) model thecdil revenue implications of the
prospective EPA between ECOWAS and the EU andtfiat eliminating tariffs on all
imports from the EU would increase ECOWAS’ impdrtsm the EU by 10.5-11.5%
for certain countries but that total governmenteraies would also decrease by 2.4—
5.6% due to lower fiscal revenues, revenue losgiEsidg between countries, however.
Analysing the impact of EPA on Senegal, BerishasKrai et al. (2008) also confirm
through a computable general equilibrium model that EPA will generate a loss of

tariff revenues from liberalisation.

Hinkle and Newfarmer (2005) confirm that for EPAsHhave positive effects on SSA
economies, they need to be associated with an waprent of domestic tax systems.
Milner et al. (2005) measure the short-run welfare consequemmtéshe static effects
on trade flows and tariff revenue for ACP countrieghich with EPAs retain
preferential access to the EU market, but on grecal basis: the case of the East
African Cooperation (Kenya, Tanzania and Ugandawshthat the welfare effects
(excluding revenue effects) are small, whethertpuesor negative: an important point
is that ACP countries will experience short-runustiinent costs, especially in the form

of revenue losses.

Models elaborated at the Overseas Developmentutest{ODI) (Stevengt al. 2006;

Cali and te Velde 2006) show that the impact of ERPA goods is small compared to
multilateral liberalisation (and if the potentiatodusion of sensitive products is taken
into account) The impact, however, is the greateSISA: welfare effects seem positive

for almost all countries, but large tariff reveriasses may occur.
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The intrinsic asymmetry between the two parties: ahreat for African industrial

and services sectors?

The spectacular asymmetry between the two pariedten underlined, not only in
terms of economic development but also techniaahdn and financial capacities, e.g.
capacities to negotiate and influence outcomes;lwtlampens EPAs potential benefits
(South Centre 2007b; Oxfam 2006 on ‘unequal pasthdvloving towards reciprocity
with the EU and full liberalisation may challendestviability of domestic producers
and manufacturing activities in some sectors, omclfknowledge remains uncertain
(South Centre 2007c).

A key point is that EPAs do not appear to signifita modify the existing market and
export structure of SSA countries and excessivenmet on commodities for their
exports. EPAs may in some cases have negativeteftbey may threaten local agro-
industrial or industrial sectors or create fiscahdions via revenue losses, thereby
maintaining the specialisation of SSA in primarypgucts. EPAs may therefore at the
same time not modify SSA unfavourable market stmest and generate important
changes in their fragile agricultural, industrialdaservice sectors. Local agricultural
producers may also have difficulty in resisting gatition from EU imports. These
threats for local industrial sectors have long bewred in the literature. Non-
agricultural market access liberalisation, for eglen may give African producers a
better access to developed country markets (Bennktardaet al 2008): but it may
also reduce the incentives to diversify their ecoies and be a cause of

deindustrialisation.

EPAs uncertain outcomes are also highlighted bgZ2and Njuguna Karingi (2007):
SSA exporters enjoyed quasi-duty-free access tdthehrough the Cotonou scheme
for non-LDC ACP exporters, and via the EBA initiaifor LDCs. European exporters
will increase their sales in SSA markets, but waethCP exporters will be able to do
the same in the European markets is highly prohiemass because of market access
issues than because producers face high transamists and supply-side rigidities.
Symmetrically, the costs of the agreement couldhlzgg since local and regional
producers may lose market shares to the benefEusbpean firms, resulting in a

decline in output and shrinkage in intra-Africaade, which may be aggravated by the
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loss in revenues. This is why Perez and Njugunangariew the integration of the
intra-SSA markets (elimination of regional tarife;xd the constitution of customs

unions) as a prerequisite for EPAs.

In the cases of countries that already benefittech fthe advantages offered by the EU
EBA initiative, i.e. duty-free access to the EUg tphositive aspects of EPA are
mitigated. Berisha-Krasniggt al. (2008) underscore that many SSA countries were not
ready in December 2007 and expressed concernsEthas did not represent their
interest. On the example of Senegal, they showawwamputable general equilibrium
model that the shift from preferential trade toefteade will imply dramatic changes.
Senegal had a relatively good access to Europedketsgand to the U.S. through the
AGOA) while applying a high domestic protection iomports. For Berisha-Krasnigit

al., this means that EPA therefore enhances accdeseign markets only for the EU,
not for Senegal. In line with Viner's concepts mmeted above, they also predict that

Senegal will suffer trade diversion effects, witleéAs will not create enough trade.

Analogous outcomes are found by the modelling eserof Boysen and Matthews
(2008), which examinéhe impact of an EPA between the EU and Ugandaowery.
Uganda benefits from the EBA scheme and its expbus enter duty-free access to the
EU. The main impact of the EPA is therefore ther#disation of EU exporters’ access
to the Ugandan market. Boysen and Matthews expl@eisks an EPA entails for the
incomes of the poor through lower prices for adtiwal commodities, the crowding
out of vulnerable industries, and fiscal losses Wacroeconomic and poverty impacts
of an EPA appear to be largely positive but venalknand the economic adjustment
costs may therefore be very low. An additional gative analysis, however, shows
that the trade liberalisation impacts will affeatdely and especially the poor, but also

that the scope for trade liberalisation with the iEWery limited.

Similarly, Stevens and Kennan (2006) build scemaran the assumption that
‘substantially all' trade withthe EU must be liberalised if the EPAs are to be
compatible with WTO rules on regionthde agreements: they show that EPAs may
affect the ability of 6 countries in SSA to con&nwo provide protection to their

domestic agro-foodectors. EPAs may not require major changesxisting levels of
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border protection to domestic agriculture in EthégpLesotho, Mozambique and

Zambia but the effects on Tanzania and Uganda reaydmater.

EPAs aim to enhance market access for products hithwACP countries have
comparative advantages (agriculture and laboungmne services) and open ACP
markets to EU exports. The benefit depends on ¢fi@ms that ACP countries will
have to undertake and on the EU’s support for tloesmtries (Njinkeu 2005). There
are benefits, but also risks, in giving preferdraiecess to the EU in services sectors,
where African countries are likely to import (Jams2006). The inclusion of not only
merchandise but also trade in services in EPAs r@gmesents for Hoekman (2005) a

significant challenge for ACP countries.

Will the benefits of EPAs accrue more to the EU tha African countries?

Improving the developmental dimension

EPAs have been criticised as asymmetrical devicasdre not genuinely focused on

development, with the EU as a winner and the d@wedpcountries as losers.

In terms of negotiating power and power relatiopsha crucial challenge is that EPAs
are not bilateral, but between the EU (a commorketaiand ACP regional blocs that
include heterogeneous groupings: some SSA PTA$Bfs that incorporate smaller
customs unions, and include both LDC and non-LDOmbers (Hoekman 2005).
Differences in priorities across members of the3A$ make it more difficult to
negotiate. The EU prefers to negotiate with custamsns, implying that PTA
members also need to agree on a common exterifflkat countries differ in terms of

products currently obtaining protection.

EPAs have the potential of fostering developmerade reciprocity in itself does not
bring development, but as suggested by Anderson Stadens (2006), EPAs may
enhance development in providing certainty: e.d?A& could increase certainty of
implementation for the measures needed to imprbeestpply capacity of the ACP
countries. They can be a framework for the EU tmmit to deliver to ACP countries

the resources necessary to manage the challengésbafisation.
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The developmental dimension of EPAs has been cereiddas insufficient by several
observers, including the EPA ‘sustainability impagsessment’ launched by the
European Commission at the beginning of the procebsr the SIA
(PriceWaterhouseCoopers 2007), development cooperahould focus on priority
needs for diversification of production and expottsvards higher value-added
products, and reinforce the economic and industeators impacted by the EPAs. For
their part, many NGOs and think tanks consider tinat=EPAs are insufficiently focused
on the industrial and technological developmentA@P countries (South Centre
2007a).

In addition, these objectives regarding developmaostly rely on the traditional
instruments of aid, even if it is an ‘aid for trad&s shown by a huge literature, aid,
including EU aid, has not been very successful 8AS- aid dependence is even
sometimes viewed as one of the key factor of ecamatagnation of SSA. The
effectiveness of the EPAs development objectivelinieed to the capacity of donors
and recipient governments to avoid the well-knovegative effects of aid and find

innovative channels for aid to be effective.

EPAs are viewed as expressing or intensifying powedationships and bargaining
power. For the ODI-ECDPM study (Stevesisal 2008), countries obtain a deal that
reflects their negotiating skills: countries aldenegotiate hard, knowing their interests,
have obtained a better deal than the others, wfochtheir part will face serious
adjustment challenges (Cote d’lvoire will have céatgly removed tariffs on 60% of
its imports from the EU two years before Kenya ebegins to start reducing its tariffs
as part of the EPA; Ghana will have liberalised ptately 71% of its imports by the
time Kenya is three years into this process whadter a further six years, will result in

just 39% of its imports being duty free).

As underscored by Gavin (2007a), EPAs may reinftineeEU’s economic leverage to
impose comprehensive trade and investment libetadis, which will benefit European
firms but not contribute to the growth and indudisation of the concerned countries.
EPAs are sometimes viewed as a European ‘offerssiaéegy’: e.g., for Davies (2008),
the inclusion of new generation issues and econgovernance in the interim EPASs,

i.e., the promotion, behind tariffs, of types ofjuations that secure market access, are
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less the expression of a desire to help ACP camtin attracting investment than

global strategies to promote interests of Euroggars.

Indeed, for the EPAs to have a genuine developrdénension, accelerate trade
integration in SSA and be an effective opportufitly SSA countries to integrate into
the global economy, Hinkle and Schiff (2004) thiswas a ‘fundamental condition’
that the EU uses the EPAs as instruments for dpredat, which means for the EU to
subordinate its commercial interests to the devatg needs of SSA countries. Since
much greater tariff reductions will be made by SSAintries than by the EU, the EU
must be generous in its treatment of SSA exporthentrade components of EPAs in
non-tariff areas: Hinkle and Schiff suggest, dlwe, liberalisation of EU rules of origin,
the extension of the EBA market access to the ro@-Lcountries in SSA, the
eliminating of agricultural export subsidies ande tllecoupling of agricultural

production support in products of particular ingr® SSA.

A focus on the industrial capacities of SSA cowdris here crucial. Mitigating the
adverse effects of preference erosion thus refmsUNCTAD (2005, referring to

LDCs), on the extension of preferential treatmenfpblicy areas other than market
access preference, i.e. enhancing productive seatutt supply capacities in order to

reduce LDC dependence on trade preferences.

In December 2007, some ACP countries expressed féhaais that EPAs would focus
more on trade than on development. EPAs bear skeofibeing more the continuation
of the previous paradigm, i.e. trade and aid, thaiping SSA countries to build
industrial capacities and foster genuine ‘developalé states as a prerequisite for

international competitiveness, as did Asian coest(Bindzingre 2007b).

Conclusion

This paper has analysed the impacts of Economimé&ahip Agreements between the
ACP countries and the EU in the specific case di-Saharan Africa. This is still an
ongoing process, although the EPAs were supposdadllyoenter into force on end-
2007. In order to comply with the WTO requiremerttee EPAs shift the previous
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preferences enjoyed by the ACP countries to athae regime between the EU and

regional groupings of countries.

EPAs have been examined in a series of contextspanmicular the theoretical
underpinnings of trade liberalisation and regisralirespectively, and the increasing
number of arrangements aiming at ‘deep’ region@gration at the global scale, which
ensues from the disappointment of many developetl daveloping countries with
multilateralism. EPAs have also been investigateithé specific context of SSA, which
is characterised by a distorted trade structuresxaessive dependence on commodity
exports, fragile industrial bases, as well as aenhigffectiveness of its many intra-SSA
regional agreements. EPAs co-exist with other N&ahth preferential trade
agreements, in particular the EU GSP, includinggBé, and the US AGOA.

It has been shown that EPAs will have very différemcomes depending on countries
and their particular initial conditions, economicustures and regional context. It has
also been revealed that these outcomes depend oy yadables: e.g., global forces,

international prices, domestic market structuras, the trade policies conducted by the
EU, governments and the various trade agreementsitth they belong. Outcomes of

EPAs are therefore uncertain and can be asseshedroa case by case basis, at the
level of countries, sectors and products. In aoldjtmany impact assessments rely on

models and simulations, and their results can needreld as certain.

EPAs may have beneficial effects on SSA countries enhance their exports and
competiveness. They may constitute a mode of iateyr that is more efficient than
multilateral liberalisation, andn fine may be a more manageable step towards
multilateralisation, especially in poor countrie¢dowever, EPAs exhibit several risks,
e.g. diverting trade, augmenting the complexityhef already complex ‘spaghetti bowl’
of trade arrangements, creating fiscal losses imtri@s that suffer narrow fiscal bases
and rely on trade taxes, eroding the existing itréaisbases - which are fragile,
threatened by more competitive developing countresspecially China, and often
depend on the previous EU unilateral preferencasd-benefiting more EU firms than
those of SSA.

EPAs have the ambition to foster trade, improveores relationships, deepen north-

south integration and enhance development. Theee naultiple objectives, and
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moreover countries may strongly differ: they canrégched if EPAs help countries to
reinforce their capacity to conduct their policiesthe ‘policy space’ -, control the
effects of trade diversion and displacement of stidal activities that often accompany
free trade agreements, and strengthen their induséctors, as did high-growth Asian

countries.
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Appendix 1 (source: Pomfret 2007)
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Appendix 2

ACP Countries: Africa List (source: European Commission, Directorate General
Developmenthttp://ec.europa.eu/development/geographical/resgiountriesa_en.cim

Angqla Madagascar
Benin .
Malawi
Botswana .
. Mali
Burkina Faso o
. Mauritania
Burundi o
Mauritius
Cameroon ;
Mozambique
Cape Verde Namibia
Central African Republic .
Niger
Chad Lo
Nigeria
Comoros
. Rwanda
Congo (Brazzaville) o
. . . Sao Tome and Principe
Democratic Republic of Congo (Kinshgsa)
g Senegal
Cote d'lvoire
X ) Seychelles
Equatorial Guinea .
. Sierra Leone
Eritrea ;
Ethiopia Somalia
P South Africa
Gabon
. Sudan
Gambia )
Ghana Swaziland
. X United Republic of Tanzania
Guinea-Bissau
. Togo
Guinea
Uganda
Kenya ;
Zambia
Lesotho :
oo Zimbabwe
Liberia




Appendix 3 (source: UNCTAD 2007a)
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Appendix 4 (source: UNCTAD 2007a)
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Appendix 5

SSA merchandise exports within blocs: % of total lc exports
(source: WorldBank, World Development Indicators 2005, 2006, 2007

CEMAC
CEPGL
COMESA
CBI

EAC
ECCAS
ECOWAS
I0C

MRU
SADC
UDEAC
UEMOA

1970
4.8
0.4
9.6
9.3
16.9
9.6
2.9
8.4
0.2
8.0
4.9
6.5

1980
1.6
0.1
6.4
8.8
10.2
14
10.1
3.9
0.8
2.0
1.6
9.6

1990
2.3
0.5
7.1
10.3
13.4
14
7.9
4.1
0.0
4.8
2.3
13.0

1995
2.1
0.5
8.2
11.9
17.4
15
9.0
6.0
0.1
8.7
2.1
10.3

2000
1.0
0.8
6.3
10.5
16.1
11
7.9
4.4
0.4
12.0
1.0
13.1

2003
14
13
6.6
114

14.0
1.0
8.6
6.1
0.3
9.8
14
13.3

SSA total merchandise exports by trade bloc: % of warld exports
(source: World Bank, World Development Indicato@®2, 2006, 2007)

CEMAC
CEPGL
COMESA
CBI

EAC
ECCAS
ECOWAS
I0C

MRU
SADC
UDEAC
UEMOA

1970

0.2
0.3
1.6
0.8
0.3
0.6
11
0.1
0.1
2.2
0.2
0.3

1980

0.3
0.1
0.6
0.3
0.1
0.3
0.4
0.1
0.0
1.6
0.3
0.3

1990
0.2
0.0
04
0.2
0.1
0.3
0.6
0.1
0.1
1.0
0.2
0.1

1995
0.1
0.0
0.4
0.2
0.1
0.2
0.4
0.0
0.0
0.8
0.1
0.1

2000
0.2
0.0
0.4
0.2
0.0
0.3
0.6
0.0
0.0
0.6
0.2
0.1

2003
0.1
0.0
0.4
0.2
0.1
0.3
0.5
0.0
0.0
0.7
0.1
0.1

2004
1.3
1.2
6.8
13.8
16.6
0.9
9.4
4.3
0.3
9.5
1.2
12.9

2004
0.2
0.0
0.5
0.1
0.0
0.3
0.5
0.0
0.0
0.7
0.2
0.1
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2005
0.9
13
5.9
14.0
15.0
0.6
9.5
4.6
0.3
7.7
0.9
13.4

2005
0.2
0.0
0.5
0.1
0.1
0.4
0.6
0.0
0.0
0.8
0.2
0.1



Appendix 6

Source: UNCTAD (2007a).
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Appendix 7

The ‘spaghetti bowl’ in Sub-Saharan Africa(source: World Bank 2005)
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Appendix 8

Frequency of checkpoints on major transit transportroutes in West Africa

(source: UNCTAD/LDC/2007/1. | Transport infrastructure for transit trade of the
landlocked countries in West and Central Africapaarview, Geneva, UNCTAD)

: Number of

Route Distance (km) checkpoints Frequency (km)
Lagos—Abidjan 992 69 14
Niamey- 337 20 17
Ouagadougou

Lome-~ 989 34 29
Ouagadougou

Cotonou—Niamey 1036 34 30
Abidjan-— 1122 37 30
Ouagadougou

Accra- 972 15 65
Ouagadougou

Source: OECD/Sahel and West Africa Club.
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Appendix 9

The EU Agreements including tariff concessiongésource: Jean and Bureau 2008)

Types of preferences Country
EU Custom Unions San Marino; Vatican ; Andorra ; Feroe Islands
Turkey

EU Free Trade Agreements | Norway, Iceland and Lichtenstein under the Espace
Economique Européen
Trade agreement with Switzerland and Licthensteir]
Ceuta and Mellila

Interim trade agreement with Croatia (2005)
Association agreement with Former Yougoslavian
Republic of Macedonia (2004)

Albania (signed in 2006)

Montenegro (signed in 2007)

Bosnia Herzegova

Agreements under the Barcelona process
Algeria (2001)
Egypt (2004)
Lebanon (2002)
Jordan (1997, major extension in 2006)
Tunisia (1995, arrangements since 1956)
Morocco (1996)
Israél (pre-existing agreements since 1964)
Palestinian authority (1997)
- Syria
Mexico (2000)
South Africa (1999 but partially delayed until 2002
Chile (2003)
Note: the dates are those of actual implementation
signature

Other concessions GSP, including the Everything But Arms component
for LDCs and GSP+ (mainly Central America and
Andean countries).

Cotonou agreement with ACP countries
Overseas territories




78

Appendix 10

Source: UNCTAD (2007a)reduction in the potential of preferences to advare

regional integration with multilateral trade libera lisation and the reduction of
MFN tariffs over the past 20 years
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Main primary commodities, among products of interesto LDCs, not receiving
preferential treatment (MFN duty-free) (source: UNCTAD 2005)

Commodities

Suppliers

Aluminum ore
Animal skins
Cobalt org9)
Cocoa beans

Coffee (unroasted)

Copper(10)
Copra
Cotton seeds

Diamonds
Gold(11)

Gum arabic

Iron ore

Jute

Petroleum oi(12)

Pharmaceutical plants
Phosphates

Natural rubber
Sesame seeds

Tea
Wood (non-coniferous or tropical)

Guinea, Mozambique

Burkina Faso, Djibouti

Dem. Republic of the Congo, Zambia
Equatorial Guinea, Haiti, Sao Tome and
Principe, Sierra Leone, Solomon Islands
Angola, Burundi, Central African Republic,
Dem. Republic of the Congo, Ethiopia,
Malawi, Rwanda, United Rep. of Tanzania,
Uganda

Dem. Republic of the Congo, Zambia
Kiribati

Benin, Burkina Faso, Central African Repub
Chad, Guinea-Bissau, Mali, Sudan, Togo,
Uganda

Angola, Central African Republic, Dem.
Republic of the Congo, Guinea, Sierra Leon
Dem. Republic of the Congo, Ethiopia, Mali,
Sudan

Chad, Sudan

Mauritania, Togo

Bangladesh

Angola, Dem. Republic of the Congo,
Equatorial Guinea, Sudan, Yemen

Sudan, Vanuatu

Togo

Cambodia, Liberia

Burkina Faso, Ethiopia, Myanmar, Sudan,
United Rep. of Tanzania

Burundi, Malawi, Rwanda, Uganda
Cambodia, Central African Republic,
Equatorial Guinea, Guinea-Bissau, Lao
People's Dem. Republic, Liberia, Myanmar,
Solomon Islands, Vanuatu

ic,

117

9 The MFN duty on unwrought cobalt (HS 810510) impdrinto the United States is 1.5%.
10The MFN duty on cathodes and sections of cathofiesfined copper (HS 740311) is 1% in the Unitedt& and

2% in Japan.

11 The MFN duty on unwrought gold (HS 710812) is 2.it0the United States.
12Japan and the United States apply specific duti@sports of crude petroleum oil (HS 270900) orMifN basis,
while Australia, Canada, the European Union andZasliand import that product under zero MFN tariff.
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The 20 LDCs benefiting most from market access prefences in the EU, Japanese
and US markets in recent yeargsource: UNCTAD 2005)

Countries Relevant products

Angola Crude petroleum oil and preparations thereof;
cuttlefish and squid

Bangladesh Frozen fish, shrimps and prawns; urea;
leather; jute fabrics and bags; garments;
linen; tents; footwear; hats

Madagascar Frozen shrimps and prawns; vanilla; cloves;
preserved tuna; garments

Senegal Fresh and frozen fish and fish fillets;
cuttlefish and squid; octopus; crude
groundnut oil; preserved tuna; leather
footwear

Cambodia Garments; leather footwear

Nepal Wool carpets; garments; hats

Democratic Republic of the Congo | Crude petroleum oil and preparations thereof

Myanmar Garments; leather footwear

Mozambique Frozen shrimps and prawns

Mauritania Fresh and frozen fish; cuttlefish and squid;
octopus

Malawi Tobacco

Tanzania, United Republic of

Uganda

Sudan

Equatorial Guinea

Solomon Islands

Yemen

Lao People's Democratic Republic
Zambia

Guinea

Fresh and frozen fish fillets; octopus; fresh
cut flowers; tobacco; preparations of
petroleum oll

Fresh and frozen fish fillets; fresh cut
flowers; tobacco

Crude groundnut oil

Crude petroleum oil

Preserved tuna

Preparations of petroleum oil
Garments

Fresh cut flowers

Fresh fish

Source:Ranking of countries and identification of produet® based on UNCTAD data on foreign
exchange earnings from exports of goods and sexvice



Appendix 13 (source: UNCTAD 2005).
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Appendix 14

The impact of AGOA (source: Collier and Venables 2007)
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Appendix 15 Overview of EPA signatory stategsource: Stevenst al 2008)

Members Signatory Countries Proportion of Number of
states in Dec. falling into signatory liberalisation
2007 EBA/standard countries schedules
GSP
ESA EPA Comoros Comoros Djibouti 45% 5
Djibouti Madagascar Eritrea
Eritrea Mauritius Ethiopia
Ethiopia Seychelles Malawi
Madagascar Zimbabwe Sudan
Malawi Zambia
Mauritius
Seychelles
Sudan
Zambia
Zimbabwe
EAC EPA Burundi Burundi 100% 1
Kenya Kenya
Rwanda Rwanda
Tanzania Tanzania
Uganda Uganda
SADC EPA Angola Botswana Angola 71% 2
Botswana Lesotho
Lesotho Mozambique
Mozambique Namibia
Namibia Swaziland
South Africa
Swaziland
CEMAC EPA Cameroon Cameroon Chad 12.5% 1
Chad Cent. Afr. Rep.
Cent. Afr. Rep. Congo
Congo DR Congo
DR Congo Eq. Guinea
Eq. Guinea Gabon
Gabon S.Tomé/Principe
S.Tomé/Principe
ECOWAS Benin Céte d’lvoire Benin 13% 2
EPA Burkina Faso Ghana Burkina Faso
Cape Verde Cape Verde (b)
Céte d’lvoire Gambia
Gambia Guinea Bissau
Ghana Liberia
Guinea Bissau Mali
Liberia Mauritania
Mali Niger
Mauritania Nigeria
Niger Senegal
Nigeria Sierra Leone
Senegal Togo
Sierra Leone
Togo

Notes: (a) Countries in

italics are classified as LDCs. the table compiled by the Commission

(http://europa.eu/rapid/pressReleasesAction.dofereée=MEMO/08/15&format=HTML&aged=0&language=EN&
guiLanguage=en), Somalia and Timor Leste are listed DC non-signatories (in the ESA and PACP gnogspi
respectively). Since neither has played any patiémegotiation of EPAs, they are omitted héog Cape Verde has
been classified as non-LDC since January 2008 iubeable to export to the EU under the EBA iive for a

transitional period of three years.
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Appendix 16

The EPAs in Sub-Saharan Africa(source: PriceWaterhouseCoopers SIA website
(http://www.sia-acp.org/acp/uk/index02.php#botjom
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Appendix 17

EPAs Groupings(source DG Trade: bilateral trade relations:
http://ec.europa.eu/trade/issues/bilateral/regaamEfegneg en.him

- West Africa: 16 countries ECOWAS + Mauritania, of which 8 membes of
UEMOA.

- Central Africa: CEMAC + Sao Tome et Principe

- Southern African Development Community(SADC): Angola, Botswana, Lesotho,
Mozambique, Namibia, South Africa, Swaziland and Tazania.

- ESA: see the comments below (from DG Trade, 2006, A aygwoach in the
relations between European Union and Eastern andtt&on Africa Countries:
http://trade.ec.europa.eu/doclib/docs/2006/februmagdoc_127347.pdf)

Eastern and Southern Africa (ESA). Overlapping regional integration initiatives
in ESA. ESA is confronted with at least four overlappingrmamic integration schemes
with different political and economic priorities.h@ main regional integration
arrangements with a trade policy agenda are then@smMarket for Eastermand
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Southern Africa (COMESA), the East African CommyngEAC), the Southern
African Development Community (SADC) and the SouthAfrican Customs Union
(SACU).

COMESA has a Free Trade Area with 11 members amwiking towards a customs
union in 2008. EAC has launched its customs umalanuary 2005.

SACU'’s customs union exists already for a long tiout has beemenewed through
internal reforms.

And SADC has planned a Free Trade Areda008 and a Customs Union in 2010. The
Indian Ocean Commission (IOC) and thé&ergovernmental Authority on Development
(IGAD) are other important regionarganisations, but are sub-groups of the larger
COMESA integration schem@ursue therefore only limited trade integrationigies
and follow COMESA'soverall regional integration agenda.

16 ESA countries, of which 6 SADC membersDem. Rep. Congo, Malawi,
Madagascar, Mauritius, Zambia And Zimbabwe. En@@35, Democratic Republiaf
Congo decided to suspendmitembership in the ESA EP#onfiguration and change to
the Central African EPA configurationThis leaves the ESA EPA groupith 15
members.



Appendix 18

The EPAs in SSA(source: Bilal 2007a)
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Appendix 19
Source: South Centre (2008)
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