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Abstract

The European Union is not only a model for othgioeal arrangements; as a regional
entity itself it has also built specific links withther regional groupings in Asia, Latin
America and Africa. In the case of the African-®aean-Pacific (ACP) countries, the
EU has devised interregional strategies that haea lsubject to recurrent controversies,
from the Lomé and Cotonou Conventions to the EcaadpPartnership Agreements
(EPASs). The EPAs introduce rules that markedlyedifrom the previous preferential
arrangements, i.e. Free Trade Areas and reciprbeityeen the EU and ACP regional
groupings. EPAs involve several explicit objectitieat work via different linkages and
channels, such as promoting development, integratiavorld markets and reinforcing
regional integration. The paper argues that in @ooegions such as Sub-Saharan
Africa, EPAs are characterised by intrinsic disamgpes betweeex ante objectives and
ex post outcomes. EPAs are confronted with a series dlufea and constraints that
prevent the achievement of their goals and expleerdifficulty of the negotiations: i) a
conceptual framework that remains debated (e.g.Jitfks between FTAs and growth,
the theory of the suboptimal character of South#$oarrangements); ii) the
multiplication of other regional arrangements; il lack of complementarity between
countries within regional groupings, the distortexbort structures of Sub-Saharan
African countries (commodity dependence, narromustdal bases) and unbalanced
trade relationships with the EU: with such econostractures, reciprocity with the EU
entails risks; benefits can be assessed only @utiy-by-country and sector-by-sector
basis; this is also aggravated by weakly instinhdlsed political economies, which
distort trade flows.
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1. Introduction*

The European Union (EU) is not only a model forenthegional arrangements; as a
regional entity itself it has also built specificks with other regional groupings in Asia,
Latin America and Africa. In the case of the Afne@aribbean-Pacific (ACP)
countries, the EU has devised interregional stresetipat have been subject to recurrent
controversies, from the Lomé and Cotonou Conveastimnthe Economic Partnership
Agreements (EPAs), launched in 2002. The EPAs dinice rules that markedly differ
from the previous preferential arrangements, ikeeFTrade Areas and reciprocity
between the EU and ACP regional groupings. EPAslugvseveral explicit objectives
that work via different linkages and channels, swh promoting development,
integration in world markets and reinforcing regbimtegration.

The paper argues that in poorer regions such asS8haran Africa (SSA), EPAs are
characterised by intrinsic discrepancies betwegnante objectives andex post
outcomes. EPAs are confronted with a series ofifeatand constraints that prevent the
achievement of their goals and explain the difticalf the negotiations: i) a conceptual

L A first version of this paper has been presentetiea 8" European Consortium for Political Research
(ECPR) General Conference, Reykjavik, Universityoefand, 25-2% August 2011.



framework that remains debated (e.g., the linkevbeh FTAs and growth, the theory of
the suboptimal character of South-South arrangesjeint the recent multiplication of
other regional arrangements; iii) the lack of coenpéntarity between countries within
regional groupings, the distorted export structuwésSub-Saharan African countries
(commodity dependence, narrow industrial bases) wrizhlanced trade relationships
with the EU. With such economic structures, reagowith the EU entails risks;
benefits can be assessed only on a country by igoand sector by sector basis - this is
also aggravated by weakly institutionalised pdditiceconomies (porous borders,
corruption), which distort trade flows.

The paper is structured as follows. It firstly exaes the context of the Economic
Partnership Agreements, i.e. the spectacular iser@a regional trade agreements. It
secondly presents the EPAs and situates them antbeagother interregional
arrangements devised by the EU. It then analyse® tkey constraints — reliance on
controversial theoretical frameworks, multiplicityf existing agreements, partner
countries’ distorted export structures -, which lakpthe discrepancy between EPAS’
ex ante claimed objectives and actual outcomes in Sub+&ahafrica. The final section
shows the relevance of these constraints, as theycenfirmed by EPAs’ mixed
outcomes.

2. The context: the intensification of regionalism

Regional trade agreements (RTAs) are now a pronifeature of the multilateral
trading system and display a steep increase diecedrly 1990s.

Clarifying the variety of regional trade arrangemernts

There are different types of regional trade agregmas well as trade liberalisation. In
order to understand the EPAS, their context ancaotsp it may be relevant to clarify the
differences between these agreements.

Box 1: Regional trade agreements and types of tradiéeralisation

Following WTO convention, the termegional trade agreement encompasses both reciprocal
bilateral free trade or customs areas and multirtguplurilateral) agreements. Regional gnd

bilateral trade agreements provide for one typeaafe liberalisation, and they must be seen|in a
broader context of alternative methods of libeedio.
Members of RTAs liberalise trade orrexiprocal and preferential basis. While programs sucgh
as the U.S. African Growth and Opportunity Act (A&Cand the EU’s Everything But Arm
(EBA) also liberalise trade preferentially (i.e.ifferent trade partners receive differgnt
treatment), the United States and EU extend thaséerpncesunilaterally rather than
reciprocally. In contrast to both of these typespoéferential liberalisation, countries often
lower trade barriers in aon-discriminatory fashion for all trade partners. They might do|so
multilaterally—through GATT/WTO negotiating rounds—autonomously.
RTAs are commonly divided into several basic catiego according the degree of economic
integration they provide. The canonical taxonomRa®fAs contains the following four levels of
integration:

n




1. In aFree Trade Area, members eliminate barriers to trade in goods (armleasingly
services) among members, but each member is fremitctain different MFN barriers on non-
members. This latter characteristic requires memberdevelop rules of origin to prevent
imports from third countries from being transshigggbrough the member country with the
lowest tariffs.
2. A Customs Union moves beyond a free trade area by establishingramom external tariff
on all trade between members and non-members. i@ssinions typically contain mechanisims
to redistribute tariff revenue among members.

3. A Common Market deepens a customs union by providing for the flea Df factors of
production (labour and capital) in addition to free flow of outputs.

4. In an Economic and Monetary Union, members share a common currency and
macroeconomic policies.
The international experience with RTAs is much eictthan this simple taxonomy suggests.
NAFTA and other more recent agreements establishieg trade areas contain provisians
governing domestic labour standards and other atmyl issues, which one traditionally
associated with agreements for deeper integrati@m. the other hand, many free trade
agreements exclude important categories of goodstalfly agriculture) from trade
liberalisation. In some cases customs unionsleWl tariffs on trade between members.

Table 1: Method of implementation of trade liberalisation

Scope of beneficiaries Reciprocal Unilateral
Preferential (selected NAFTA, EU, COMESA,
countries) EPAs, other RTAs GSP, AGOA, EBA, Cotonou
Non—dlscrlmlnato_ry (MEN): GATT/WTO multilateral Autonomous liberalisation
all countries agreements

Source: World Bank (2005).

The increase in regional trade arrangements

According to the WT® as of 15 May 2011, some 489 RTAs (counting gomais
services notifications separately), have been tedoto the GATT/WTO, and 297
agreements were in force. These figures correspor80 physical RTAs (counting
goods and services together), of which 202 areeatlyr in force. Of these RTAs, Free
Trade Agreements (FTAs) and partial scope agreesnantount for 90%, while
customs unions account for 10%.

The new form of trading arrangements increasingbjuide rich and poor countries:
they are ‘North-South’ and aim at securing a ‘degpgration’ of economic activities.
Historically, after WWII, there was a global mowvards trade multilateralisation and
simultaneously a global move towards regional irgggn. Key dates were the creation
of the WTO in 1995 and the third enlargement ofEaeopean Community in the 1990s
(Burfisheret al., 2004). The number of RTAs has risen six foldwo decades (World
Bank, 2005).

The following figure shows all RTAs notified to theATT/WTO (1948-2011),
including inactive RTAs, by year of entry into fetcAccording to the WTO Annual
Report 2011, in 2010, 26 new notifications invotyib8 regional trade agreements were

2 Source: WTO websitdnttp://www.wto.org/english/tratop _e/region_e/regierhtm




received by the WTO. Of the 484 RTAs reported ®WiTO as of 31 December 2010,
293 were in force. RTAs include bilateral and integional free trade agreements.
Under WTO rules, the goods and services aspectRT#HAs have to be reported
separately and are counted separately. Puttingubie¢ogether, the 484 notifications at
the end of December 2010 involved 376 individuaAR Tof which 198 are in force.

Figure 1: Regional trade agreements notified to th6&ATT/WTO (1948-2011)
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Source: http://www.wto.org/english/tratop_e/region_e/regfacitm WTO Annual Report 2011, p. 54.
See also Pomfret (2007).

This process has been coined the ‘rush to reg&maliwhich may be partially
explained by a ‘domino effect’ - FTA negotiationsacting to one another: indeed,
FTAs disadvantage non-members, and every time ©8e@ned there is pressure from
non-member exporters to engage in integration (Bald1993).

The increase in trade agreements may also be egpldy the fact that trade (and
investment) agreements are ‘hand-tying’ devicesichvlenhance the credibility of a
government’s commitments to market actors and teerogovernments (Simmons,
2011) — this may be patrticularly relevant for dep&hg countries’ governments, which
are often characterised by weak institutions aryoredibility.

An important point concerns the compatibility ofji@nal trade agreements with WTO
rules, i.e. multilateral trade liberalisation. Asosvn by the WTO (2007, chap. XIl), the
different regulatory regimes put in place throughAR may undermine the principles
upon which the WTO stands, i.e., transparency,igtauility and non-discrimination.

The trend towards comprehensive regional agreementshe concept of ‘deep
integration’

According to the WTO Annual Report 2011, a recurfeature of modern RTAs is the
broadening and deepening of their coverage. Whilaes agreements are limited to



reducing barriers to trade in goods, agreemenid terbe more comprehensive, with
provisions on market opening in services and ineothreas such as investment,
competition policy, trade facilitation, governmeptocurement, intellectual property
rights, electronic commerce and sometimes, labodrthe environment. Most regional
agreements are therefore also investment agreembtdst agreements are also
bilateral, giving rise to an increasingly complegime of different trade regulations.

These overlapping regional trade regimes may maleznational trade more complex
and undermine WTO non-discrimination principleseTWTO Annual Report of 2007
also underscored this issue, notably the accuroulaif layers of preferential trading
relations at the bilateral, regional, continentald across-regional level and among
partners irrespective of their level of economigalepment. These agreements may be
coined as ‘tariff plus’ agreements (Whalley, 2008).

3. The European Union’s Economic Partnership Agreemnts

With regard to the African-Caribbean-Pacific (AC&)untries, the EU has devised
interregional strategies that are subject to recuricontroversies, from the Lomé
Conventions and Cotonou Partnership Agreement ® HMBtonomic Partnership
Agreements (EPAS).

The economic rationale of trade preferences isdhatfant industry protection, in the
historical context of decolonisation (Keane, 20183. highlighted by Francoist al.
(2006), UNCTAD recommended in 1968 the creation of a ‘Gelsed System of
Preferences’ (GSP) under which industrialised aeesmtwould grant trade preferences
to all developing countries on a non-reciprocalidjam order to modify the GATT
MFN clause “via the partial exemption of developoayntries from this obligation and
a recommendation to developed countries of disaating in favour of imports from
developing countries”: the key principle of suchésial and differential treatment’ was
‘non-reciprocity’, as for UNCTAD, “treating unequalequally simply exacerbated
inequalities”. Keane (2010) underscores that whign $trengthening of the multilateral
trade system, preferential regimes have been decliacompatible with GATT then
WTO'’s principles: non-reciprocal preferences grentel971 for former colonies as an
exception to MFN treatment through a waiver werteeded and in 1979 the GATT
Enabling Clause permitted preferences for all dmuely countries and special
treatment for LDCs, which established the legahieaork for the GSP.

The context of the Economic Partnership Agreementsthe preferential trade
arrangements of the European Union with developingountries

The relationships between the EU and ACP couni@scountries) are organised by
the Cotonou Partnership Agreement — which is dsdsis for the EPAs — and also by
the Joint Africa-EU Strategy. As BOND-ECDPM (201®ve underscoredU-Africa
relationships have evolved in important ways, whiglve reflected the deepening of

% See the list in Appendix 1.



integration processes, the difficulty of EPA negtitins and the new focus on mutual
accountability and ownership.

The EU has elaborated a series of schemes thatisegareferential trade relationships
with countries outside the EU: besides the CotdRarinership Agreement (which is a
contractual agreement), there is, in particulag,Ey GSP scheme (which is unilateral).
The basic EU GSP grants unilateral tariff prefeesnto 178 developing countries,
which are lower than the Most-Favoured-Nation (MHAMYels: it grants products
imported from beneficiary countries duty-free asces tariff reductions over cycles of
10 years, depending on the sensitivity of the pcodlhe GSP includes rules of origin,
l.e. requirements for products covered by the GSBet met for being considered as
originating in the exporting country. The EU lauadhin 2005 a GSP+ organising
preferential access to the EU market, which adddymts and includes additional tariff
reductions for vulnerable non-LDC countries thaimmpty with a list of international
conventions on human and labour rights and conmesiton good governance and the
environment. The GSP+ tariff preferences are mémaaive than the regular GSP
preferences The EU has considered reviewing the GSPs rulesrigin, which are
often criticised as barriers to trade.

For the Least Developed Countries (LDCs, 48 coesjii there are special
arrangements, in particular, the ‘Everything BummAi (EBA) initiative, launched in
2001, which is the most favourable treatmieffthe EU EBA initiative for LDCs is a
preferential trade arrangement in the EU revised® GBheme: it grants unrestricted
duty-free, quota free access to EU markets to RIC& products, excluding arms and
ammunition. The EBA has a longer transition for piesing-out of customs duties on
three sensitive products, bananas, rice and sudee. outcomes of EU preference
regimes are mixed: according to a mid-term evabmafGasiorelet al., 2010), there is
little evidence that these regimes have led to\erdification of exports into new
products.

In addition, the EU launched in 2000 the Cotonoutrfeaship Agreement for ACP
countries, which include many SSA countries. It hggglaced the Lomé Conventions
(launched in 1975), which gave ACP countries peafgal access to EU markets on a
nonreciprocal basis. The Lomé Conventions’ contidyu to beneficiary countries’
growth, trade integration and export diversificatltas been very mixed, and this model
has been gquestioned due to its weak developmeifégise and because of its lack of
compatibility with WTO rules. The Cotonou Agreemdrds therefore envisaged the
removal of non-reciprocal trade preferences gratdediCP countries after a transition
period (2000-2007): the EU provided ACP countries-neciprocal duty-free market
access, except South Africa until 2008. The rasgltagreements, the EPAs, were
negotiated between the EU and ACP countries bet@eptember 2002 and the end of
2007, following which theycame into forcé The Cotonou Partnership Agreement
organised EU trade preferences with ACP countrieth ihe aim of mutually
reinforcing the effects of trade cooperation andetigoment aid.

4 Source: EU Trade website on GSR&p://ec.europa.eu/trade/wider-agenda/developmenttalised-
system-of-preferences

® See the list in Appendix 2.

® Source: EU website on the EBAttp:/ec.europa.eu/trade/wider-agenda/developmengtalised-
system-of-preferences/everything-but-arms

" See the ACP countries websitgtp://www.acpsec.org/en/about_us.htm




Several factors have fostered the evolution of quelfierential schemes. Franceisal.

(2006) underscore that the developing countries thare granted the fewest
preferences in the 1960s, notably those in Eash,Agiew the fastest, and that
conversely, those granted the deepest preferemcesrticular SSA LDCs, witnessed
per capita income stagnation and did not divetsi§r exports over the last forty years.

These schemes have also evolved due to the praifiéime low utilisation of previous
trade preferences, stemming in particular from astrative burdens or the problems
of rules of origin. Portugal-Perez (2008) showg thahe sector of apparel, which is a
key sector for LDCs, the EU EBA initiative and tGetonou Agreement in fact restrain
beneficiary countries’ exports due to rules of orithat are too strict (e.g. yarn to be
woven into fabric and then made up into apparehensame country or in a qualifying
country). For some studies, however, trade prete®rare utilisedFor Candau and
Jean (2005) rules of origin indeed appear to lsignificantly the value of the GSP
scheme, which is under-utilised in the manufactusector, even when the receiving
country is not eligible for any other preferentiaime: SSA LDCs have under-utilised
the EBA initiative, because they preferred expgrtimder the Cotonou regime, which
is very favourable both in terms of rates and sbamted constraints.

Another factor in moving to reciprocal trade redaships has been the WTO rules and a
general move towards a reduction of trade prefe@®nds underscored by UNCTAD
(2007), multilateral trade liberalisation and salogial reduction of MFEN tariffs over the
past 20 years have reduced the potential for preders to advance regional integration.

Figure 2: Trade-weighted tariffs in selected regioal agreements (per cent)
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Source: UNCTAD (2007a), fig. 4.1. UNCTAD noteue to incomplete data, MFN tariffs for COMESA
are estimated on the basis of the tariffs of Burutite Democratic Republic of the Congo, Ethiopia,
Kenya, Madagascar, Malawi, Mauritius and Sudan; ME&fffs are thus not entirely comparable to the
intraregional applied tariffs. MFN tariffs for SACId the period 1984—-1987 are those of 1988.

The main features of the Economic Partnership Agremaents

In this context, following a process that startetha signing of the Cotonou Partnership
Agreement in 2000, the EU proposed to ACP counttiess Economic Partnership

Agreements, which replace the unilateral preferemecel shift to reciprocal preferences.
The Cotonou Partnership Agreement stipulates teahegotiations on EPAS, started in



2002, should be concluded on the 31 December 2Bd&l @nd Braun-Munzinger,
2008). Trade was to Ipeogressively liberalised in a reciprocal way a2@d8.

The EPAs introduce rules that drastically diffelonfr the previous preferential

arrangements: they propose Free Trade Areas aimlaeity between the EU and ACP
regional groupings: the EPAs between the EU andpgf ACP countries that are
members of regional trading arrangements offer AGEntries preferential access to
EU markets, but on a reciprocal basis. EPAs invexplicit objectives that work via

different channels, such as promoting developmetggration in world markets and
reinforcing regional integration within ACP couelsi

As stated by the European Commission DG Trade wefpbdiPAs focus on ACP
countries development and include assistance tp tidse countries implement the
Agreements. EPAs opened up EU markets (unilate@llfhe EU since 1st January
2008), but allowed ACPs 15 years (and up to 25pgen up to EU imports while
providing protection for the sensitive 20% of imggprand provide scope for trade co-
operation on areas such as services and standarda (eview, Sindzingre, 2008).
Some countries have initialled ‘interim’ EPAs, mdoeused on the trading of goods,
while others have agreed to ‘full’ EPAs, which atswer trade in services and a variety
of trade-related aspeéts

The ACP states that do not belong to an EPA haeesacto the EU via the GSP: its
favourable EBA sub-regime in the case of LDCs, #radless favourable standard GSP
for Nigeria, the Republic of the Congo and Gabond(aome Pacific countries)
(Stevenset al., 2008; UNCTAD, 2003), or for South Africa, tAHeade, Development
and Cooperation Agreement (TDCA), which was laudche 2004 and establishes
preferential trade arrangements between the EUSath Africa, with the progressive
introduction of a Free Trade Ar€a

Box 2 Key features of Economic Partnership Agreements

The Cotonou Partnership Agreement (CPA) sets autdore elements around which the ERAs
should be developed:
Development: EPA negotiations must be placed in the contexthef overall developmer
objectives of ACP countries and of the CPA. To lbebenefit to the ACP, EPAs must be
‘economically meaningful, politically sustainabl@nd socially acceptable’. Hence, EPAs are
not just ordinary agreements on trade. Rather, #reyintended to be development-oriented
trade arrangements to foster development and edorgnowth in ACP countries which will
ultimately contribute to poverty eradication.

Reciprocity: The most important element of an EPA is the estlatnlent of an FTA, which wil
progressively substantially abolish all trade ieBtms between both parties (CPA Art. 37.[7).
This is a radically new element in ACP-EU tradeatiehs and also a necessary requirement to
make the EPAs WTO-compatible, in line with ArtickXIV of the General Agreement on
Tariffs and Trade (GATT). For the first time, ACPuntries will have to open up, onja
reciprocal basis, their own markets to EU prodirttsrder to retain their preferential access to

—

8 Source: EU DG trade websitehttp://ec.europa.eu/trade/wider-agenda/developmembmic-

partnerships
® See the comparative analysis of the EPA texts byrivand Kennan (2010), appendix 1, for details on
E)Orovisions.

On the TDCA, see the EU website:
http://europa.eu/leqgislation_summaries/developrmeenth africa/r12201 en.htm
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the EU market. The rationale for reciprocity reststhe principle that liberalisation of AGP
markets towards the EU will increase competitiothimi ACP economies, thereby stimulatipg

local and foreign (including EU) investment and tlecessary adjustment of their economjes,
leading to growth and development.
Regionalism: The EU clearly envisages negotiations with ACRaeg groupings which are in
a position to do so, though it has not ruled oet plssibility of concluding agreements wjth

single countries in exceptional cases. The priecipl basing future trade cooperation |on
regional integration stems from the conviction thegional integration is a key stepping stone
towards further integration into the world econonag, well as an important instrument |to
stimulate investment and lock in the necessanetratbrms (CPA Art. 35.2).
Differentiation: Considerable weight is given to differentiationdaspecial treatment, whigh
affirms the North-South nature of the relationshippe CPA states that EPAs will take into
account the different levels of development of ¢bhatracting parties (CPA Art. 35.3). Henge,
EPAs should provide sufficient scope for flexilyilitspecial and differential treatment ?d

asymmetry. In particular, LDCs, small and vulneeaBconomies, landlocked countries and
small islands should be able to benefit from speaid differential treatment.

Source: Steverst al. (2008).

A rationale underlying the EPAs is that they arempatible with WTO rules:
preferential schemes are replaced by trade lilsattadn between the two parties. Instead
of the unilateral, non-reciprocal and discrimingtdrade preferences of the Lomé
Convention, the EPAs propose a trade regime basedre® trade between ACP
countries and the EU.

In addition, ACP countries were incited to signEE»A because of the potential loss of
preferences granted by the EU. Meyn and KennanOj2@&leal that ACP exporters of
beef, processed fruits, sugar, rice, bananasscing horticulture would have been the
most severely affected by the loss of the Cotormefepences, and most ACP countries
had initialled an EPA by the end of 2007 - the digp®g countries that did not sign
were not exporting to the EU or exporting only @ fagricultural items facing tariff
increases. Likewise, Meyn and Kennan underscoteltbgrevious regime was already
liberal. In 2006, 97.6% of ACP exports had enteted EU market free of duty,
therefore full duty-free quota-free (DFQF) marketess offered only limited additional
gains (in particular because sugar, the most vldudabm for which quotas exist,
remains restricted until 2015).

EPAsare also intended to foster existing regional irdegn among the ACP countries:
indeed, the EU views regional integration as thg tkethe incorporation of the ACP

countries into the world economy. The EPAs are thased on ACP regional groupings
that have already made progress with the integratidheir economies. ACP countries
have been divided into seven regions that are #mskfor the negotiations. These
countries export different products - oil, metagyricultural products: most of them,
however, have in common an export structure tHesren primary commodities.

Box 3: The regional groupings of the Economic Partership Agreements

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

Main exports to the EU: diamonds, oil, fish, besefgar, tobacco
Main imports from the EU: machinery, vehicles, clcats.
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Eastern and Southern Africa (ESA): Comoros, Djibouti, Eritrea, Ethiopia, Madagascar,
Malawi, Mauritius, Seychelles, Sudan, Zambia andt@bwe.

Main exports to the EU: copper, raw cane sugatilésxtobacco, processed tuna, coffee
Main imports from the EU: machinery, vehicles, cleats.

East African Community (EAC): Burundi, Kenya, Rwanda, Uganda and Tanzania.
Main exports to the EU: plants, cut flowers, coffeegetables, fish, tobacco

Main imports from the EU: machinery, chemicals, ickds.

Economic Community of West African States (ECOWAS):Benin, Burkina Faso, Cape
Verde, Cote d'lvoire, The Gambia, Ghana, The Guirfi&ainea Bissau, Liberia, Mali, Niger,
Nigeria, Senegal, Sierra Leone, Togo, Mauritania.
Main exports to the EU: oil, gas, cocoa, iron

Main imports from the EU: machinery, vehicles.
Economic Community of Central African States (CEMAQ): Cameroon, Central African
Republic, Chad, Republic of Congo, Equatorial Gajr®@abon, Democratic Republic of Congo
(DRC) and Sao Tomé and Principe.

Main exports to the EU: oil, wood products, diamgntbcoa, bananas

Main imports from the EU: machinery, vehicles, cliats, iron and steel, pharmaceuticals.
Pacific Islands Forum (PIF): Fiji, Cook Islands, Micronesia, Niue, Kiribati, Nay Samoa
Palau, Papa New Guinea, Marshal Islands, Vanuatapf®n Islands, Tonga and Tuvalu.
Main exports to the EU: palm oil, sugar

Main imports from the EU: machinery, transport @moent

Caribbean Forum of Caribbean States (CARIFORUM): Antigua and Barbuda, Bahamas,
Barbados, Belize, Cuba, Dominica, Dominican RemubBrenada, Guyana, Haiti, Jamaica,
Montserrat, St. Kitts and Nevis, Saint Lucia, Sindént and the Grenadines, Suriname and
Trinidad and Tobago. The UK and Dutch Overseas @gurerritory (OCTS) i.e. Anguilla
Aruba, British Virgin Islands, Cayman Islands, Megrrat, Netherlands Antilles, Turks apd
Caicos Islands have observer status while activepe@tion is pursued with the French
Overseas Departments (DOMS).

Main exports to the EU: fuel, chemicals, agricidtuproducts (e.g. mangoes, bananas,
rum, sugar).

Main imports from the EU: machinery.

ice,

Source: adapted from Sukati (2011).

The Economic Partnership Agreements in Sub-SaharaAfrica

In SSA, the EPAs involve five regional groupingse$vAfrica; Central Africa; Eastern
and Southern Africa (ESA); the Eastern African Camity (EAC); the South African
Development Community (SADC).

Table 2: Overview of Economic Partnership Agreemerst(February 2010)

Country/Region Negotiating Current Status Next Steps
Directives

West Africa: All ACP EPA West Africa: interim EPA with | Negotiations

- 15 members ofECOWAS: | negotiations: Céte d’'lvoire in December 200} continue to

Benin, Burkina Faso, CapeDraft directive | and with Ghana in December | achieve

Verde, Ivory Coast, Gambia,adopted by the | 2007 regional EPA

Ghana, Guinea, Guinea-Biss3
Liberia, Mali, Niger, Nigeria,
Senegal, Sierra Leone, Togo;
- Mauritania

uCommission:
April 2002;
Council
Decision on 17

Céote d'lvoire interim EPA
signed in November 2008
(Ghana pending)
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Two regional groupings:
ECOWAS and UEMOA

June 2002

1st phase ‘all
ACP’ launched
on 27

September 2002
2nd phase
‘regional
negotiations’
began in
October 2003
Central Africa: Idem Central Africa: interim EPA Negotiations
8 countries: Cameroon, Central with Cameroon in December | continue to
African Republic, Chad 2007 achieve
Congo, Democratic Republic of Cameroon interim EPA signedregional EPA
Congo (DRC), Equatoria| Jan 09
Guinea, Gabon, Sao Tome apd
Principe
Eastern and Southern Africa | Idem ESA: interim trade agreement | Negotiations
(ESA): with the Seychelles and continue to
Djibouti, Eritrea, Ethiopia, Zimbabwe in November 2007, | achieve
Somalia, Sudan, Malawi, with Mauritius in December regional EPA
Zambia and Zimbabwe, 2007, with Comoros and
Comoros, Mauritius, Madagascar in December 2007
Madagascar and Seychelles: all ESA group countries
members oCOMESA (Mauritius, Seychelles,
Zimbabwe and Madagascar;
Zambia and Comoros pending
signed in August 2009
Eastern African Community Idem EAC: interim EPA with EAC | Negotiations
(EAC): (Kenya, Uganda, Tanzania, continue to
Kenya, Uganda, Tanzania, Rwanda, Burundi) in Novembef achieve
Burundi, Rwanda 2007 regional EPA
Signature  of]
interim  EPA
ongoing
South African Development Idem SADC: interim EPA with Signature  of
Community (SADC): Botswana, Lesotho, Swaziland, interim  EPA
Angola, Botswana, Lesotho, Mozambique in November 200[7pending
Mozambique, Namibia and with Namibia in December| (Namibia)
Swaziland and South Africa are 2007
negotiating their EPAs through SADC countries Botswana,
the SADC EPA Group. Lesotho, Swaziland and
The other six members of the Mozambique signed in June
broader SADC region + 2009 (Namibia pending)
Democratic Republic of the
Congo, Madagascar, Malawji,
Mauritius, Zambia and
Zimbabwe - are negotiating
EPAs within other regional
groups
Source: adapted from http://ec.europa.eu/trade/wider-agenda/developmentbmic-

partnerships/negotiations-and-agreements/# wesgafr and

European

http://trade.ec.europa.eu/doclib/docs/2009/septeitnbgoc 144912.pdf

Commission

website:
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The EAC and the CARIFORUM are the only regions ehttie countries have agreed
on joint schedules, whereas most other EPAs afacinbilateral agreements between
the EU and single ACP states. Indeed, disparitiasng countries in terms of protection
and therefore tariff levels have inhibited a joapproach to regional EPA negotiations:
in Central Africa, Cameroon was the only signatooyntry to the CEMAC EPA, and

in West Africa, two countries (Cote d’lvoire and &la) signed two separate
agreements (Meyn and Kennan, 2010). For Meyn andn&m interim EPAs have

aggravated these problems, as a regional EPA mgaly fior a country having signed an
interim EPA to implement a revised liberalisatimmedule covering all countries in the
region. Moreover, most non-signatory countriescassified as LDCs and may always
export duty-free to the EU.

4. A first constraint on Economic Partnership Agreenents: the
reliance on conceptual frameworks subject to debase

The effects of EPAs have been the subject of muacitraversy since their inception,
negotiations have stumbled due to many disagreenand the EU and ACP countries
have expressed their divergences regarding theiinciples and practical
implementations. EPAs have not progressed aslipipdanned, and several countries
remain under the regime of interim EPAs.

As underscored by Carbone (2011), the 2000s witdeasrenewed interest in Africa
from the EU, resulting from the EU objectives tat@e a more influential global actor
and implement a more coherent external policy, wifrica being a region where
traditional development goals could be associatéld political objectives. Yet these
goals and policies have become confused due tonthligplicity of players within the
EU. In particular, there is a gap betweendkante objectives an@x post outcomes.

Among the many mechanisms that account for theps, gafirst problem is that the
assumptions and causalities that give them theatd#@gitimacy are not immune from
questions. The EPAs rely on theoretical framewdhat remain subject to heated
debates. In particular, their conceptual hypothesesime the existence of positive
relationships between FTAs and growth. They alsoda theoretical views for which
South-South regional arrangements are suboptintbless growth-and-trade-enhancing
than North-South arrangements.

For the IMF (2011), for example, regional integratibrings about many positive

outcomes for developing countries: it helps achiesenomies of scale and improves
the capacity to compete more efficiently at thebgldevel — the typically small SSA

markets are indeed less competitive, less promeaductivity gains and their business
environment is more risky due to the existence afhopolies and opportunistic

behaviour.

These theories are questioned, however, and maydmdy in specific conditions that
are not always met in countries, or groupings ofintnes, that display diverse
characteristics - in terms of initial conditionsyéls of development, geography (being
landlocked or coastal) - and distorted export $tm&s - exporting mainly primary
commodities and exhibiting limited industrial sesto
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Theoretical uncertainties: the ex ante ambiguous outcomes of regional trade
agreements

Regional trade agreements are preferential andimis@ate in favour of their members.
Collier and Venables (2007) explain the two keyredats of trade preferences schemes:
the trade preference - the granting of market ace¢seduced tariff rates - and the
constraints on participation, which define eligilWeuntries and products and impose
rules of origin. There is an intrinsic tension beém them, as the constraints,
particularly for manufactured products, reduce tlevelopmental effectiveness of
preferences. Trade preferences bring about benafiterding two mechanisms: a
transfer of rent to recipient countries and an exopply response, which create
employment in developing countries, particularfde preferences in manufactures.

As is well-known, Jacob Viner (1950) laid out tihearetical foundations of the welfare
economics of trading blocs. He introduced the cptxef ‘trade creation’ and ‘trade
diversion’ and demonstrated that discriminatoryifftdiberalisation has ambiguous
welfare effects. As highlighted bMayda and Steinberg (2006), Viner showed that the
welfare impact of preferential trade arrangemem3$AS) is inherently ambiguous:
preferential trade liberalisation can either resultrade creation — replacing inefficient
domestic production with low-cost imports from membcountries — or in trade
diversion - substituting low-cost imports from noember countries with less efficient
imports from member countries. Under trade divergceferential trade arrangements
induce changes in trade patterns that have ambsgeffects, which in large open
economies combine with terms-of-trade changes. Adtewelfare effect is therefore
very difficult to assesex ante.

Mayda and Steinberg also underscore the ambigtiityeoconsequences in terms of the
causal relationships between regionalism and ratétilism. Under trade creation, in
view of the gains thus generated, preferentialetragreements are more likely to foster
consensus and be building blocks for multilateradi¢, while the opposite holds in the
case of trade diversion, where the industrial sedifwat are hurt by imports from more
efficient PTA member countries will feel threaterigdmultilateral trade liberalisation.

The impact of regional arrangements may be analyséér a static perspective (trade
creation-diversion) and a dynamic one, which fosum®increasing returns to scale and
imperfect competition (issues analysed by econagemgraphy, Hoekman and Schiff,

2002). Key effects include effects of economiessodle and competition — via the

removal of trade barriers and market enlargemesmid-trade and location effects: the
propensity to cluster and the preferential redurctio tariffs induces purchasers to

switch demand toward supply from partner countaeshe expense of both domestic
production and imports from non-member (trade tweaand trade diversion effects)

(Venables, 2001).

The economic effects of regional arrangementshaeetore ambiguous and imply both
benefits and costs. Their welfare effects on tmembers depend on the balance
between trade creation and diversion (Schiff andtévs, 2003).

Indeed, examples from SSA show the variationsaddrcreation-diversion effects, as
revealed by Wanjala Musila (2005) regarding the @amm Market for Eastern and
Southern Africa (COMESA), the Economic Community &entral African
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States/ECCAS and the Economic Community of Wesicafr states (ECOWAS) for
the years 1991-98, the variations stemming frora faztors (level of GNP, population)
and distance.

Are North-South agreements more optimal than SouttSouth ones?

There are conditions for regional agreements t@wed, e.g., some convergence of
economies in term of macroeconomic policies andcpeita incomes, and shocks that
are not too asymmetric across member countries. ddmomic literature hence
underscores the superiority of North-South over t&@&outh regional trade
arrangements, regarding the question as to whelinazloping countries should seek
trade arrangements with industrial countries or rgnihemselves (Puga and Venables,
1997). The fact that costs and benefits of regiomakgration depend on the
comparative advantage of member countries reldtiveach other and relative to the
rest of the world is the basis of the trade creatiod trade diversion argument, but also
constitutes a strong argument for North-South ratihen South-South agreements, the
latter being prone to trade diversion (Venable§120

Regional trade arrangements create winners andslosed the benefits and costs are
divided between member countries (Venables, 20@B)jcomes depend on the

comparative advantage of member countries, relativeach other and relative to the
rest of the world. Development in just one of themmber countries may imply a

divergence in economic structure and income betweember states (Venables, 2001).
Trade integration between low-income countriesdaaddivergence of member country
incomes. Agreements between high income countaesec convergence: developing
countries should therefore implement ‘north-soutither than by ‘south-south’ free

trade agreements (Venables, 2003): ‘north-southéegents increase their prospects
for convergence with high-income members of the frade area, while South-South
trade is limited by asymmetries and polarisatiorr{&bles, 1999).

Changes induced by comparative advantage may bdifiathpby the effects of
agglomeration. Regional agreements may lead tooagghtion effects and increase
divergence. Relocation of production effects, whach determined by the comparative
advantages of member countries, are forces for tdesh income
convergence/divergence. As shown by Venables (198Bpur-intensive production
may move toward lower-wage countries, raising wagese. Yet relocations can be a
force for divergence. Divergence is more likely'8outh-South’ regional agreement
schemes between small low-income countries, whiehte tensions that lead to failure
of the agreement.

Puga and Venables (1997) emphasise that the cltpogmparative advantage of newly
industrialised countries shows that the pattericashparative advantage is potentially
flexible and that less developed countries can ergesto industrial economies. Patterns
of trade, however, are determined by history anthudative causation, which has
created concentrations of industrial activity intalar locations (industrial countries)
and left other areas more dependent on primaryvitesi. Different trading
arrangements may have a major impact on developamehthange the attractiveness of
countries as a base for manufacturing productioelodations are determined by
agglomeration or clustering effects - cumulativasaion -, by technology transfers and
knowledge flows (e. g. global production chainspooduction networks). The export
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structures of the countries under considerationtanafs shown by Venables (2009),
the effects of regional integration for remote andAndlocked countries, and where
foreign exchange earnings come from natural resownxports, differ from those

occurring in countries with other types of endowitseand export structures.

Economic activity migrates over time to cities, sidaand dynamic clusters in the
absence of public policies, regulations and ine@sti and is also reallocated over time
across sectors in the economy. The first East afriCommunity (EAC), a customs
union, has been an example of divergence in ecanperformance (Venables, 1999):
the Nairobi region gained at the expense of manwuifisag in Uganda and Tanzania. By
1958, 404 of the 474 companies registered in E&staAwere located in Kenya. By
1960 Kenya’'s manufacturing sector accounted for bd%s GNP, 4% in Uganda and
Tanzania, which led to the collapse of the EAC 9T A new EAC was launched in
2001 and established a customs union in 2005 (Mi@n2005).

Mayda and Steinberg (2006) similarly argue that #mbivalence of the effects
associated with trade creation and trade divernsigoty that South-South arrangements
between small countries tend to produce little gdam their members and lead to trade
diversion, for three reasons: firstly, developirautries usually trade little with each
other because low-income countries often have armmélative factor supplies — and
hence less incentive to trade than dissimilar atesit— and have a comparative
advantage in the same sectors; secondly, smalleanrthcome member countries are
less likely to produce efficiency gains that ar&kéid to economies of scale and enhance
the competitiveness of local producers, becaus¢hSdouth arrangements offer access
to smaller markets than in North-South ones (fibmsg also more competitive in the
North); and finally, the loss of tariff revenue mhgve an adverse impact on fiscal
balances, which is particularly detrimental becaudeveloping countries are
characterised by a high dependence of domesticu@geon taxes on external trade.
Mayda and Steinberg thus analyse the static effgic&outh-South preferential trade
agreements via the example of the impact of the ESM on Uganda's imports
between 1994 and 2003 and show that COMESA'’s mefial tariff liberalisation has
not considerably increased Uganda’s trade with negrobuntries.

The superiority of North-South arrangements is suj@ol by economic geography.
Deichmann and Gill (2008) thus underscore thlagre transportation costs have fallen,
firms have increased scale and specialisation, thatdthe key driver in developing
regions is intra-industry trade (mostly of partsl @emponents), which is more sensitive
to transportation costs than trade in primary goaad final products. In the world's
largest markets, intra-industry trade representmareasing share of total trade but is
close to zero in AfricaCustomers for final products may be anywhere, bppbers of
inputs tend to be nearby. Over thé"2f@ntury trade increased between neighbours, and
this ‘vertical disaggregation’ of production was degpossible by falling transportation
costs East Asian performances can be explained by sjmatiah supported by falling
transportation costs, in contrast with Africa, wdeountries are too small to generate
sufficient scale and capacity to attract productimgestment in labour-intensive
manufacturing, borders between countries persistgaowth spillovers are absent.

Regional agreements have other economic effeds,reduction of policy uncertainty
for investors or integration through regulatory peration. Regional arrangements also
include non economic objectives, such as improvedemance or reducing foreign
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policy tensions. North-South regional integratiomangements may be superior to
South-South ones for these objectives.

Ambiguous relationships between regionalism, multdteralism and growth

Similarly, the relationship between regional traderangements and growth is
ambiguous. Traditionally in international economigseference is given to broad
liberalisation, which is supposed to generate fagioowth than regional trade
agreements. For international financial instituicuch as the World Bank or the IMF,
multilateral liberalisation is more beneficial theegional trade arrangements, though
regional integration may allow member countriesgton policy credibility for trade
reforms. As underlined by Draper and Qobo (200@)véver, the WTO is very cautious
about RTAs, as the administration of these schasmesmplicated by their preferential
rules of origin and with particularly onerous co$ts small firms and hence for
developing countries. Yet regional trade agreement#inue to exist alongside the
multilateral trading system. The existence of infger competition, market power,
product differentiation and increasing returns haghlighted the benefits of regional
integration arrangements via economies of scalenyMaountries are too small for
activities subject to large economies of scalesxh efficient size (Schiff and Winters,
2003).

There are heated debates as to whether multilesteralt a global scale is preferable to
regionalism. As asked by Jagdish Bhagwati in 199é:free trade agreements ‘building
blocks’ or ‘stumbling blocks’ for free trade? (Bualoh, 2011). For some studies, free
trade agreements violate the Most-Favoured-NatiddFN) principle and are
disincentives for multilateralisation. Likewise,eapreferential trading arrangements
superior to multilateral liberalisation, or at leasn alternative when multilateral
liberalisation proceeds slowly? For other studiegjonal integration is a step in global
integration, and fosters the production of goods services for the world market from
within regional value chains.

A key theoretician such as Richard Baldwin (200&8 thus put forward the concept of
‘multilateralising regionalism’ regional trade agreements are not the best way to
organise world trade. Moving to global duty-freade will require a multilateralisation
of regionalism, based on fuzzy trade blocs, wherelffighoring encourages the
multilateralisation of regionalism. Baldwin (2008kewise contrasts ‘small think
regionalism’ focused on Viner's question as to Wwketa country gains from joining a
trade bloc with ‘big think regionalism’. ‘Multilatalising regionalism’ is defined by
Baldwin and Low (2008) as “the non-discriminatopansion of preferential trading
arrangements to additional trading partners (theeiby inclusion of new members in
existing arrangements, or by replacing existingragements with new ones that extend
to new members”. For UNCTAD (2010), however, thetamould be borne mainly by
countries that are not party to any economicaliyigicant FTAs. Similarly, for Draper
and Qobo (2007), ‘multilateralising regionalism’ ynae difficult to implement for
developing countries, as they resist the regulatoonvergence or ‘standards
harmonisation’ promoted by developed countries. S®#ntries in particular resist
changes in the structures of global production sevices which increasingly shape
regional trade integration, their mistrust of ERY&$ng an example of this resistance.
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Tensions between ‘regionalism’ and ‘multilateralisimave fluctuated. The 1990s
witnessed a move from ‘closed regionalism’ to a enopen model. Trading blocs
between developing countries in the 1960s-1970% Wweased on a model of import-
substitution, and many regional agreements exhibhigh external trade barriers. The
wave of regional trade arrangements since the 188@Gsrds is more outward-looking
and regionalism has been viewed as complementamultlateralism (World Bank,
2005). The 1990s renewed the reflection with thecept of ‘new regionalism’ - which
has stemmed from some disappointments with the plmgress of multilateralism -,
and the concept of ‘deep integration’. The tradeestment-services nexus and the
increasing complexity that characterise thé 2éntury have been a key factor in the
demand for deeper economic integration rules (Bald®011). Free trade agreements
here are a way to enhance trade liberalisation him t¢ontext of stalled WTO
negotiations, and FTAs may also be a basis for tnegle rules in the areas that are not
covered by the WTO, such as investment and inteéégroperty (UNCTAD, 2010).
‘New regionalism’ fosters ‘deep integration’ and stlp involves North-South Trade
Agreements (Burfisheat al., 2004).

Indeed, as underscored by UNCTAD (2007a), the ageeés concluded over the past
twenty years have been mainly bilateral and betwdeweloping and developed
countries (UNCTAD notes that ‘new regionalism’ is ambiguous term because most
of the trade agreements are bilateral and invobestries that are not necessarily in the
same geographical region). The agreements incgdgsimclude provisions aimed at
‘deep integration’ and the harmonisation of natlopalicies in order to give more
freedom to market forces — including the freedormo¥ement of multinational firms —
and reduce government intervention.

If a bilateral FTA with a developed country prowdeleveloping countries with
opportunities to promote investment and exports, CUND (2010) underscores,
however, that the coverage and the contents ofrthMEputh FTA are often dominated
by the developed country’s agenda and interestghwias a greater negotiating power
than the developing country. Similarly — East Ak&ng an example here — the main
objective of deep integration is to improve econmonafficiency (e.g. reducing
transaction costs) by harmonising the regulatoayngwork (e.g., the rules of origins).
UNCTAD emphasises, however, that a close integratiothe businesses alone would
not automatically lead to a balanced economic magmn among neighbouring
countries, and economic gaps may persist betwe@mik@dmber countries.

Significantly, Sub-Saharan Africa remains at theigheery of this wave of bilateral
FTAs due to its low level of development and theabmsize of SSA markets. For
UNCTAD, the contribution of bilateral FTAs to ancreased integration of SSA to
international trade remains uncertain, while thelifaration of FTAs in other parts of
the world may further marginalise SSA countriesrfrglobal production networks and
maintain them to remain as suppliers of commod{fiesls, metals and others).

The ambivalent fiscal effects of regional trade agrements: the reduction in trade
taxes

Regional trade agreements have direct effectsifistan intra-trade are reduced — and
indirect effects: importers switch from externalpionts subject to tariffs. Governments
may therefore lose tariff revenue. The overall @ffen national income may be positive
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or negative, depending on the costs of alternaweces of supply and on trade policy
toward non-member countries.

Keen and Mansour (2009) thus show that trade liisateon in SSA since the early
1980s has mainly taken the forms of free tradesamal customs unions (with a
common external tariff). Though revenue losses fitomde liberalisation depend on
many country-specific factors, such as trade patend their evolution, Keen and
Mansour reveal that trade tax revenue declinedd$@®% in all SSA regional groups.

Table 3: Trade taxes and collected tariff rates byrading bloc in SSA (n percent of

GDP)
Number of Total tax Non- Trade tax Collected Indirect [ncome tax
countries  revenue resowicetax revenue  tanffrate tax r=venue
TevVenue ) TEVENRES
1930-82
COMESA i4 167 15.7 5.8 257 39 48
EAC 5 0.7 107 31 22.8 41 30
SADC iz 199 15.0 79 17.1 41 59
CEMAC 6 176 i23 6.7 313 2.0 29
WAEMU 8 45 141 63 201 33 36
2003-03
COME=SA 4 196 178 472 12.0 6.9 55
EAC 5 40 140 20 2.9 73 472
SADC iz 235 218 61 12.3 6.9 74
CEMAC 6 211 7.8 18 10.5 3.0 24
WAEMU 8 136 13.6 39 15.0 59 32

Source: Keen and Mansour (2009). Note: figuresanple averages across countries and time.

For some studies, however, such losses may bestiméind reducing trade barriers in
economies where tariff revenue is a key sourceseémue just complicates the inter-
temporal tradeoff between the short-term loss wémee and the expected long-term
benefits from regional integration (Geda and Kel2808).

5. A second constraint. Economic Partnership Agreeents as an
addition to multiple and often inefficient regional agreements

As highlighted by the WTO Annual Report (2007), idém regional trade agreements
come closest to the traditional concept of regiamggration based on the geographical
proximity of the members of the arrangement.

Sub-Saharan Africa is characterised by a multigliof regional agreements and
organisations.

The multiplicity of regional arrangements

One of the schemes of integration has achieved tagnmtegration and its currency is
pegged on a currency of a regional grouping ofNbeh: the Franc Zone uses the CFA
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Franc that is pegged on the euro and includes tAREMU/UEMOA and the CEMAC.
These regional economic groupings exhibit diffeidegrees of integration.

Table 4: Major Sub-Saharan African economic commurties

Major Regional Type Areas of | Date of Member States Specified
Economic integration entry objective
Communities and co- into
(RECs) operation force
Common Free Goods, 8 Dec.| Angola, Burundi, Comoros, Common
Market for | Trade services, 1994 Democratic Republic of the market
Eastern and | Area investment, Congo, Djibouti, Egypt, Eritrea,
Southern Africa migration Ethiopia, Kenya, Madagascdr,
(COMESA) Malawi, Mauritius, Namibia
Rwanda, Seychelles, Suddgn,
Swaziland, Uganda, Zambia,
Zimbabwe
Community of | Free Goods, 4 Feb.| Benin, Burkina Faso, CentralFree trade
Sahel-Saharan | Trade services, 1998 African Republic, Chad, Cétparea and
States Area investment, d'lvoire, Djibouti, Egypt,| integration
(CENSAD) migration Eritrea, Gambia, Libya, Mali,in some
Morocco, Niger, Nigeria| sectors
Senegal, Somalia, Sudan, Togo,
Tunisia
Economic Free Goods, 1 July | Angola, Burundi, Cameroon, | Full
Community of Trade services, 2007 Central African Republic, Chad, economic
Central African | Area investment, Congo, Demaocratic Republic of union
States (ECCAS) migration the Congo, Equatorial Guinea,
Gabon, Sao Tome and Principe,
Rwanda
Economic Free Goods, 24 July | Benin, Burkina Faso, Cape Full
Community of Trade services, 1993 Verde, Céte d'lvoire, Gambia, | economic
West African Area investment, Ghana, Guinea, Guinea-Bissau,union
States migration Liberia, Mali, Niger, Nigeria,
(ECOWAS) Senegal, Sierra Leone, Togo
Inter- Free Goods, 25 Djibouti, Eritrea, Ethiopia, Full
Governmental Trade services, Nov. Kenya, Somalia, Sudan, Ugandgaconomic
Authority on Area investment, | 1996 union
Development migration
(IGAD)
Southern Free Goods, 1 Sept. | Angola, Botswana, Democratig Full
African Trade services, 2000 Republic of the Congo, Lesothp,economic
Development Area investment, Malawi, Mauritius, union
Community migration Mozambique, Namibia,
(SADC) Seychelles, South Africa,
Swaziland, United Republic of
Tanzania, Zambia, Zimbabwe
Economic and Customs | Goods, 24 June| Cameroon, Central African Full
Monetary Union services, 1999 Republic, Chad, Congo, economic
Community of investment, Equatorial Guinea, Gabon union
Central Africa migration
(CEMAC)
East African Customs | Goods, 7 July | Kenya, United Republic of Full
Community Union services, 2000 Tanzania, Uganda, Rwanda, | economic
(EAC) investment, Burundi union

migration
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Southern Customs | Goods, 15 July | Botswana, Lesotho, Namibia, | Full
African Customs | Union services, 2004 South Africa, Swaziland economic
Union (SACU) investment, union

migration
West African Customs | Business law] 10 Benin, Burkina Faso, Céte Full
Economic and Union harmonised. | January| d'lvoire, Guinea-Bissau, Mali, | economic
Monetary Union Macroecono | 1994 Niger, Senegal, Togo union
(UEMOA) mic policy

convergence

in place

Source: UNCTAD (2009), table 1.

These many arrangements overlap with each otheating what has been coined a
‘spaghetti bowl’. The efficiency of arrangementsafiected by the multiplicity of
schemes and objectives, overlapping membershipsrandd political commitment, as
is the case of Southern Africa where SADC, COMESACU overlap and create
contradictory rules.

Figure 3: Overlapping membership in regional integation groups

UMA

ICAD
Algeria
ECCAS Muﬁco ™
: : e Mauritania 7 ~_J
UEMOA CEMAC il

WAMZL
COMESA

Source: UNCTAD (2009). Comoros is also a membethef Communauté financiére africaine (CFA)

franc zone. The EAC is the regional intergovernmemirganisation of Kenya, Uganda, Tanzania,
Burundi and Rwanda. Rwanda and Burundi accedeoet&@AC Treaty on 18 June 2007 and became full
members of the community on 1 July 2007.
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The limited effectiveness of the regional arrangenms involving Sub-Saharan
African countries only

The effectiveness of these numerous and overlappiraingements has moreover been
limited, which may confirm the theories of the ketfficiency of North-South regional
arrangements. This limited effectiveness is exmeds/ the low-level of intra-regional
trade (official statistics, however, may be veryaliable).

Table 5: SSA merchandise exports within blocs: pesntage of total bloc exports

1970 1980 1990 1995 2000 2004 2008 2009
CEMAC 4.8 1.6 2.3 2.1 1.0 0.9 0.8 1.2
COMESA 9.6 6.4 4.2 5.4 3.7 3.4 5.3 7.2
EAC 16.9 10.2 13.4 17.4 20.5 15.1 19.2 18.p
ECCAS 9.6 1.4 1.4 15 1.1 0.6 0.4 0.6
ECOWAS 2.9 10.1 7.9 9.0 7.9 9.3 8.5 9.9
I0C 8.4 3.9 4.1 6.0 4.4 4.6 5.7 5.8
SADC 8.0 2.0 6.8 9.2 9.4 9.2 10.3 11.0
UEMOA 6.5 9.6 13.0 10.3 13.1 13.4 15.9 13.2

Table 6: SSA total merchandise exports by trade bto percentage of world exports

1970 1980 1990 1995 2000 2004 2008 2009

CEMAC 0.2 0.3 0.2 0.1 0.2 0.2 0.3 0.2
COMESA 1.6 0.6 0.8 0.5 0.6 0.6 0.8 0.7
EAC 0.3 0.1 0.1 0.1 0.0 0.1 0.1 0.1
ECCAS 0.6 0.3 0.3 0.2 0.3 0.4 0.7 0.5
ECOWAS 11 0.4 0.6 0.4 0.6 0.6 0.7 0.6
I0C 0.1 0.1 0.1 0.0 0.0 0.0 0.0 0.0
SADC 2.2 1.6 1.0 0.8 0.6 0.8 1.0 0.9
UEMOA 0.3 0.3 0.1 0.1 0.1 0.1 0.1 0.1

Source: World Bank World Development Indicatorsnaal series, 2005-2011, table 6.7 (there are
important modifications from one WDI to the neX)CCAS: Economic Community of Central African
States; IOC: Indian Ocean Commission; UEMOA: WAEMWade blocs: groups of countries that have
established special preferential arrangements gogetrade between members. Exports within bloe: th
sum of exports by members of a trade bloc to atmembers of the bloc. Total exports by bloc as aesha
of world exports: the ratio of the bloc’s total ex{s (within the bloc and to the rest of the wottidlYotal
exports by all economies in the world.

These groupings, however, are obviously heterogenaoterms of number and types
of countries. For example, for the IMF (2011, ch@p.the EAC includes among the
fastest growing economies in the world during 2095¢annual average GDP growth
rates of close to 8%).

Moreover, it should be noted that SSA groupingsfgenances in terms of share of
world trade do not fare so poorly in comparisonhwather regions, and firstly reflect
countries’ growth performances: according to therM/@dank World Development

Indicators 2011, if a performing region such asABEAN represented in 2009 6.6% of
world exports, Mercosur represented 1.7% of wongbogts. Since the wave of
independence in the 1960s, SSA exhibits an impressecord of growth of its

intraregional exports.
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Table 7: Intraregional exports as a percentage obtal exports, 1960-1962 and

2004-2006
1960-1962 2004-2006 Growth in %

Africa 5.58 8.68 55.43

North Africa 2.81 2.45 -12.75

Sub-Saharan Africa 4.08 11.41 179.94
Developing America 15.97 18.54 16.11
Developing Asia 21.06 4554 116.28
Developed America 26.64 39.80 49.41
Developed Europe 61.28 71.38 16.47

Source: UNCTAD (2009).

As underscored by UNCTAD (2009), since the earlp(&) the proportion of intra-
African merchandise trade has stabilised at ab0@b.1The absolute value of intra-
African trade, however, has not necessarily staghat declined: the stagnation of the
proportion is due to the fact that SSA trade with test of the world increased much
faster than intra-African trade.

It may be relevant to know whether the actual lewd#lSSA intra-trade are lower than
their potential. Indeed, some studies argue SSra-tnhde has the expected level and
show that the scope for SSA intra-trade is intoaky modest (Foroutan and Pritchett,
1993; Goldstein, 2002), not because of trade otitns but given factors such as
incomes and geography.

Likewise, with a focus on COMESA, Geda and Keli808) show that regional
groupings had insignificant effect on the flow oflakeral trade, and that the
performancef regional blocs is constrained by problems dfiahiconditions, political
commitmentpverlapping membership, policy harmonisation, latkiversificationand
poor private sector participatio®@n the case of WAEMU, Coulibaly and Fontagné
(2006) show that the main determinant of this ‘mmigstrade’ is geography: being
landlocked and poor leads to very high trade costs.

The Economic Partnership Agreements as additionalauses of incoherence and
transaction costs

Economic Partnership Agreements add to the mudtiipliof existing agreements and
the ‘spaghetti bowl’. They overlap with the othexgional arrangements, and this
generates additional transaction costs and incoberén a context that is already
characterised by many problems of excessive contpldr contrast with their official
objectives, the EPAs may undermine regional intimna as they cross pre-existing
regional arrangements: they undermine the cohereihttee ACP group of countries in
separating those countries according to regioralgngs.

Indeed, reciprocity between the EU and ACP cousitifieeatens intra-regional trade in
ACP groupings, including in SSA. As revealed by Nkseyet al. (2010),the removal

of external tariff protection vis-a-vis Europearperers may induce a direct threat of
displacement for existing regional suppliers; adirgct threat is the displacement by
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European exporters of domestic production in ACRelstic markets and therefore the
possible reduction of regional production capacity.

As underscored by the WTO (2007), EPAs are supptmsstiengthen existing regional
integration arrangements. While this may be thes gaswWestern and Central Africa,
where negotiations take place with the ECOWAS (Whi a customs union with a
Common External Tariff since the'Danuary 2005) and CEMAC, it may not be the
case in Eastern and Southern Africa where the ER@otmtions foresee two
configurations (East and Southern Africa/ESA and&Aminus?) with members from
four distinct regional integration scheme - the CEBA, the SADC, the EAC and the
SACU. The WTO report notes that, given that eacthese RTAs is either already a
customs union (EAC and SACU), or planning to became (SADC and COMESA),
the ESA and SADC EPAs may clash with the integratemendas of the existing
regional trade arrangements. There are other exeangblsuch conflicts, e.g., Tanzania
Is in a customs union with Kenya and Uganda, argbtiges with the SADC EPA
while Kenya and Uganda have opted for the ESA E®#énversely, SADC members
Malawi, Mauritius, Zambia and Zimbabwe have chotemegotiate with ESA while
COMESA members Angola and Swaziland (the lattesl$® a SACU member) have
opted for the SADC EPA configuration. This comptgxis compounded by South
Africa, which is a member of SACU (and SADC) and l@FTA with the EU (the
Trade and Development Cooperation Agreement-TDCA).

ACP countries within the EPAs have different conmants regarding the opening of
their markets and have therefore different libsedlon schedules: countries in the same
region may liberalise different products and thusate new barriers to intra-regional
trade: in Central and West Africa countries arditiérent stages of the process, leading
to incompatibility between their trade regimes; teas and Southern Africa (ESA)
countries and the SADC sub-group (SADC-minus) stdt@ve signed to single
agreements, but their liberalisation schedules exausion baskets differ (Bilal and
Braun-Munzinger, 2008).

Likewise, this undermining of existing integratiarrangements is shown for the SADC
region by Erasmus (2011). He argues that the ERAthe SADC will fragment the 15
member countries of SADC, since these countrie thiferent statuses (LDCs, non
LDCs, the special status of South Africa) and tfoeee will have trade relationships
with the EU under different arrangements: in thesecaof SADC, 5 different
arrangements, the Trade and Development Cooperatjegement (TDCA), the SADC
EPA, the ‘Everything But Arms’ (EBA) initiative, hEAC and the ESA EPA group.
The SADC, which includes all the SACU member statesonsolidating its Free Trade
Area, and the EAC has started a common market,halias launched in mid-2010. In
addition, the 26 member states of SADC, EAC and &3M have agreed to establish a
Tripartite Free Area.

Similarly, the simulations made by Ben Hamowtlal. (2006) for Ethiopia and the
ESA EPA find that the gains for Ethiopia are limditgnd not proportional to the cost of
the agreement, not only in terms of fiscal losdms, in terms of trade diversion in
favour of the EU and away from Ethiopia’s Africaading partners: the EPA reinforces

' The SADC-minus group includes Angola, Botswanapitiéa, Swaziland, Lesotho, Mozambique, and
Tanzania and South Africa: see http://saiia.org.za/images/upload/Feb07 SADC-
minus EPA RoD web.pdf
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Ethiopia’s integration with the EU instead of de@pg regional integration within
SSA.

Figure 4: The overlaps between regional arrangemestand EPAs groupings
(before 2007)
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This contribution of EPAs to existing arrangemettiat are already multiple and
overlapping explains the intrinsic difficulty of getiations. Hoekman (2005) thus
highlights that EPAs go beyond merchandise tradeiaeiude trade in services, which
create significant challenges for ACP countriesAgRre not bilateral, but between the
EU (a common market) and ACP regional blocs. Mar§A Spreferential trade
agreements are free trade areas that incorporaadlesmaustoms unions and include
both LDC and non-LDC members. Differences in ptiesi across members of these
preferential trade agreements make negotiatiodgwlif The EU prefers to negotiate
with customs unions, implying that members of thefgrential trade agreement must
also agree on a common external tariff for eachtnpar For Hoekman, this is
complicated by different ‘sensitivities’ in termstbe products that countries protect.
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6. A third constraint: Sub-Saharan African countries’ distorted export
structures

Among the constraints that prevent the EPAs ineachg their goals and explain the
difficulties in negotiations between the EU and S§ivernments, there is the lack of
complementarity between economies within regiomaligings and the distorted export
structures of SSA countries - commodity dependemaspw industrial bases -, as well
as unbalanced trade links with the EU. With suatnemic structures, free trade areas
and reciprocal trade with the EU entail significaisks, while benefits can be assessed
only on a country-by-country and sector-by-sectsif

Lack of complementarity, similar exports structures

Sub-Saharan African countries are still affected their colonial history, path
dependence and the resilience of the ‘small op@emany model (Hopkins, 1973),
which was based on the imports of manufactures ftieencolonising countries and
exports of primary goods.

Regional integration requires preexisting high Isvef intra-group transactions,
complementarities in goods and factors of productend potential for product
differentiation. Yet, export structures are broadlgnilar among SSA countries, and
(outside South Africa), the constraints they fatpldy many commonalities. Indeed,
most SSA countries exhibit high levels of commodigpendence for their exports -
increasingly on oil exports — and very limited isthial sectors (Sindzingre, 2010).
Over the period 2003-2006, in almost half of Africgountries a single commodity has
represented more than 50% of exports. Moreoves fhoportion has aggravated
compared with the 1995-1998 period (UNCTAD, 2008).

According to the World Bank World Development Inatiars (2004, 2010), in SSA
food represented 12% of merchandise exports in ,28@&8cultural raw materials 3%,
fuels 36%, ores and metals 16%, and manufacturés Jbis export composition is
remarkably stable, as in 2001 food represented b&%xports, agricultural raw
materials 6%, fuels 31%, ores and metals 8%, anoufaatures 33%. The CEMAC
may be an example of these common features: lotwrlual growth, high dependence
on oil, volatility of fiscal revenues resulting froreliance on commodity exports,
limited intra-regional linkages and political instiity (Zafar and Kubota, 2003).

There is therefore a problem regarding the convexgef the economies involved in
SSA regional arrangements, because they displigy ¢tdbmplementarities in goods and
factor of production, export similar products, esply primary products, and are
further constrained by small market size. Low reseucomplementarity between
member countries limits both intra- and extra-regidrade (Yang and Gupta, 2005).

ACP countries trade structure with the EU exhilomikr distortions: ACP countries

mostly export primary commodities to the EU — agjtieral products and fuels — and
import from the EU semi-manufactured products, nraaly and transport equipment.
These imbalances call into question the expectet deom free trade between the two
groupings.
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Figure 5: EU trade with ACP countries in 2010
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Additional constraints on regional integration: infrastructure and political
economy

These constraints are aggravated by poor domestcirger-country infrastructure,
especially in the transportation sector - althotejfecommunications have spectacularly
improved over the 2000s. For most studies in itional and development economics,
infrastructure is indeed a central determinantathlyrowth and international trade.

A regional grouping such as the CEMAC, for exampbeiibits limited intra-regional
linkages due to a very poor road system conne@egiral African capitals and a “hub
and spoke” situation: CEMAC economies are moreelthto France than to each other
(zZafar and Kubota, 2003%imilarly, except in Southern Africa, the rail network does
not provide intraregional connectivity, becausehaf incompatibility of gauges and the
isolated parallel corridors to the sea (FosterBnceio-Garmendia, 2010).

Table 8: Average delivery time for containers fronvessel to consignee

Gateway Destination Distance (km) | Transit time (dag)
Mombasa (Kenya) Kampala (Uganda) 1100 20
Mombasa (Kenya) Kigali(Rwanda) 1700 27

Dar es Salaam (Tanzania) Bujumbura (Burundi) 1800 1 2
Abidjan (Cote d’lvoire) Ouagadougou (Burkina Faso) 1200 7
Abidjan (Cote d’lvoire) Bamako (Mali) 1200 7
Dakar (Senegal) Bamako (Mali) 1200 10
Cotonou (Benin) Niamey (Niger) 1000 11
Douala (Cameroon) Ndjamena (Chad) 1900 38
Lagos (Nigeria) Kano (Nigeria) 1100 21

Source: Foster and Bricefio-Garmendia (2010).

The World Bank indeed views poor infrastructureetbg@r with regulatory obstacles as
key causes of the stagnation of developing cowsjteepecially SSA. Time delays, in
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particular, hinder international trade, especiédlyexports of time-sensitive goods such
as perishable agricultural products. The World Beoisistently emphasises that many
countries in SSA will not benefit from duty-free cass provisions provided by
developed countries unless export procedures euaised.

Table 9: Procedural requirements for exporting andimporting a standardised
cargo of goods

Time | Costto Time Cost to
Documents Documents .
Economy to export to export to import | . to Import
(number) export| (US$ per (number) import | (US$ per

(days)| container) (days)| container)
East Asia and Pacific 6.4 22.V 889.4 6.9 24.1 934|7
Eastern Europe and Central Asia 6.4 26.7 1651.7 7.6 28.1 1845.4
Latin America and Caribbean 6.6 18)0 12283 7.1 120. 1487.9
Middle East and North Africa 6.4 20.4 1048.9 7.5 24 1229.3
OECD 4.4 10.9 1058.7 4.9 11.4 1106.3
South Asia 8.5 32.3 1511.6 9.0 325 17445
Sub-Saharan Africa 7.7 32.8 1961.5 8.7 38.2 2491.8

Source: World Bank-IFC (2011): documents associatighl every official procedure are counted, from
the contractual agreement between the 2 partitisetalelivery of goods, along with the time necegsar
for completion. Data completed in June 2010.

In addition, many SSA countries are landlockedrangit countries that typically suffer
high transport costs: this calls for a regional rapph to transport infrastructure
financing, as in the ‘corridor development’ apptoguoneered in the SADC (Limao
and Venables, 1999).

Distortions and inefficiencies of formal integraticagreements are aggravated by
another feature that is common to most SSA cowtitee weakness of their political
and economic institutions and a political econorgt timpedes development — e.g.,
lack of rule of law, accountability and contractf@oeement, opacity in public
procurement, collusive practices, pervasivenesscarfuption, porosity of borders
coupled with cross-border smuggling, which slow distort trade flows.

Much of inter-regional trade in SSA is unrecordead ancludes high levels of
‘informal’ trans-border trade (Meagher, 2003). Th@mbia is an example, among many
others: it is enclosed within Senegal; yet offidi@de statistics show almost no trade
between the two countries and ignore large-scaleiggimg, which reflects the
disparities in trade policies between the two coaastand the subsequent cross-border
price differentials for goods (Golub and Mbaye, 200

This is associated with ‘informal’ obstacles torf@l regional trade agreements: despite
the latter, the circulation of people and goodba@iers is confronted with recurrent
controls and requests for bribes from customs iaf¢c which obviously impede trade
and factors mobility - labour and capital (ZafardaKubota, 2003). Checkpoints
proliferate and toll fees each time extorted addapnportant sums, which represent
substantial losses for traders and road hauliers.
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Table 10: Frequency of checkpoints on major transitransport routes in West

Africa
Route Distance (km) cNhlé?IEpeorir?{s Frequency (km)
Lagos—Abidjan 992 69 14
Niamey—Ouagadougol 337 20 17
Lomé-Ouagadougou 989 34 29
Cotonou—Niamey 1036 34 30
Abidjan—Ouagadougoy 1122 37 30
Accra—Ouagadougou 972 15 65

Source: UNCTAD (2007b) quoting the OECD-Sahel andst\Africa Club (2005), Regional Atlas of
Transportation and Telecommunication in the ECOVZABe.

The Economist'® has calculated that the ‘official’ checkpointsasished by customs

and police officers and bribes to pass throughfdar interstate roads crossing Mali,
Ghana, Togo and Burkina Faso are so numerousrthdali, a driver pays over $25 in

bribes at some 4.6 checkpoints every 100km; in Barkkaso, he pays $8.73 at two
checkpoints.

7. Confirming these constraints: the Economic Partarship
Agreements mixed outcomes

The EPAs encountered much resistance and critifrism the ACP SSA governments
and civil societies since their official launch,goéiations have been difficult and are
beyond schedule, and they are the subject of moctiaversy.

Indeed, despite the EU optimistic forecasts andciaff objectives of growth and
development for the involved ACP countries, mostms find ambivalent outcomes,
which are positive or negative depending on thenttguand the sector analysed. The
diversity of the findings of the case studies orAEf SSA demonstrates that effects
can be assessed only on a country-by-country actdrdey-sector basis. Most studies
rely on modelling and simulations, as the processngoing: findings depend on the
selected methodology, which adds to the uncertaihtgsults.

The Economic Partnership Agreements positive outcoes under certain conditions

Analyses of the EPAs conducted by internationahrimal institutions such as the
World Bank tend to find positive effects. HinkledaNewfarmer (2005) thus finthat
the EPAs could have a positive impact on trade iaocdmes in SSA as the EPAs
provide enhanced market access to the EU and lexternal and intra-regional trade
barriers in the EPA groupings. They acknowledgeyéwer, the intrinsic problems in
the design of EPAs: tariff reductions on importenir the EU may induce trade
diversion, monopolies, revenue losses, and diffemmmon external tariffs, with
diverse levels of regional integration, coexist andrlap.

2 The Economist, 15 August 2007.
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Effects obviously strongly depend on the regionaugings considered. The SADC,
which includes economies that are more developad th other parts of SSA, may
exhibit positive impacts. The simulations made lgcK and Piermartinf2008) thus
find positive effects of EPAs for countries of tB&ADC, which would be welfare-
enhancingfor SADC overall, in particular if reductions in employmentare
considered. Estimateghins, however, may be lower if agriculture libesation is not
as far reaching as a reduction of import barrierenanufactures. The largest expansion
in SADC economies would take place in the animal atjtice and processeddod
sectors, while manufacturing becomes leatiractive following EU-SADC
liberalisation. Similarly, another simulation ofetleffects of the EPA on the SADC
grouping based on the GTAPmodel find that SADC LDCs are likely to be winners
while the SADC ACP countries could be possible wnsn- under certain conditions,
however, i.e. promoting the industries where theyweha comparative advantage
(Sukati, 2011).

EPAs can also be a forum of negotiations that ernahe weight of some SSA
countries, as shown by Pordeal. (2007) in the case of fish industries in SSA and
market-access for SSA fish exports: EPAs offer ojymities of collective bargaining
power that may be bring about positive outcomegl@émedium term.

Negative or uncertain outcomes: challenges for delMgpment, fiscal losses,
weakening of regional integration

Many studies, however, find negative outcomes agtdrdental effects regarding the
loss of preferences. These negative outcomes stam different types of causes and
mechanisms, and notably the asymmetry of the ERAm@rs. EPAs are asymmetrical
devices, with the possible result of the EU beihg winner and some developing
countries being the losers. In this perspectivepie their official objectives claimesk
ante by the EU, the EPAs may not foster the developroétite ACP countries.

This may explain that the EU’s request to eliminax@ort restrictions was one of the

main ‘contentious’ issues in the EPAs negotiatidhss request has sometimes been
perceived by ACP countries as firstly driven, foe tEU, by the quest for secured and
undistorted access to raw materials, and for ma@y Aountries, liberalisation and

elimination of export taxes and other trade restms hinder policies these countries
view as crucial for their development, such as pgh&tection of infant industries and

diversification (Ramdoo, 2011).

Moreover, it may even be argued that after theufaibf the previous agreements (such
as the Lomé Conventions) and in a context of aidiuof the focus of the EU towards
SSA since the 2000s, the EU views SSA as a ‘disthrdad’, and ‘partnership’ is in
fact a rhetorical expression (Bach, 2011). EPAS§cefl objectives of ACP countries’
‘private sector development’ may be examples ohahetoric, which cannot hide the
asymmetry in the EU-ACP trade ties (Langan, 2011).

Indeed, reciprocal trade liberalisation may thredtee sectors that in some countries
cannot compete with EU imports, although senspiraglucts may be excluded from the
agreements. Effects clearly depend on the countd the sector considereéror

13 Global Trade Analysis Project : setps://www.gtap.agecon.purdue.edu
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example, Stevens and Kennan (2006) show that tiAes ERght affect the ability of 6
SSA countries to continue to provide protectionthieir domestic agrifoodectors if
‘substantially all’ trade with the EU is liberalbe- for the EPASs to be compatible with
WTO rules on regional trade agreements. Prospestgrarios suggest that EPAs may
not require major changes @xisting levels of border protection provided tardstic
agriculture in Ethiopia, Lesoth®Jozambique and Zambia but effects on Tanzania and
Uganda could be greater.

EPAs may induce trade diversion: simulations foge¥ia made by Andriamananjaga
al. (2009) on the potential economic implications fdgeria of an EPA regarding the
effects of preferential tariff liberalisation withe EU show limited impacts of the EPA
on total imports into Nigeria, because the EPA Wikely allow the most protected
sectors to be excluded from liberalisation, andrehariffs are substantial, much of the
increase in imports from the EU will occur at thgpense of other suppliers of imports.
For Andriamananjarat al., it is this trade diversion stemming from the disenatory
nature of the EPA, which generates a negative veelimpact of the tariff reform
prescribed by the EPA (although Nigeria may lows tmpact via trade policies such
as the removal of its several import bans).

The loss of EU preferences was the decisive faot@igning EPAS, but the gains in
terms of improved market access may be limited.ubiog on ACP agricultural
markets, Meynand Kennan (2010) show that if imports are libeedi ACP
agricultural markets are affected very differently.some EPAs, import liberalisation
includes agricultural products that compete withmdstic production (as in Cote
d’Ivoire), while in other EPAs, import liberalisati excludes most sensitive agricultural
products (as in Ghana). For some countries anomegthe EPA will affect agricultural
protection less than the implementation of regidaaff commitments — such as the
common external tariff (CET) for the 5 EAC coungiieor the COMESA CET for
Zimbabwe. Meyn and Kennan underscore that exporéy nmcrease for some
agricultural products (meat products, grapes, possibly citrus), but this is temporary
because the competitive advantage of duty-freeagfree is time-bound and is not
accompanied by improved rules of origin in relatitin food processing. Thus the
current rules most often do not allow an ACP statprocess raw materials from third
countries, making unlikely an increase of ACP symapacity as a result of the duty-
free-quota-free regim@he end of the Cotonou previous regime meant atloktariff
increases that were much higher than the immebextefit of improved market access:
Meyn and Kennan emphasise that most non-LDC ACIAtdes have here lacked a key
element of the bargaining power of a weaker party, the ability to leave EPA
negotiations. With EPAS, ACP countries lose theac#dp to use defensive trade
policies and restrictions (including industrial jogs), not only vis-a-vis the EU but for
intra-regional trade.

In addition, the EPAs will induce significant fisdasses for many SSA countries. Keen
and Mansour (2009) argue that for most SSA cowtE®As longer-run effects may be
substantial, as revenues from EU dwindle and maavily tariffed imports from

outside the EU are displaced. They underscore ith&005, around 32% of SSA
imports came from the EU: in the long-term, aba@t df current tariff revenues could
be lost from full trade liberalisation with the Elnd even much higher with potential
trade diversion effects. Likewise, the analysidh# fiscal revenue implications of the
prospective EPA between ECOWAS and the EU made dwh@n-Bi and Nielsen
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(2007) show that eliminating tariffs on all importeom the EU would increase
ECOWAS’ imports from the EU by 10.5-11.5 % for stéel ECOWAS countries
(Cape Verde, Ghana, Nigeria and Senegal), whicHdhiowply a 2.4-5.6 % decrease in
total government revenues - tariff revenue losdesulsl represent 1.0% of GDP in
Nigeria, 1.7% in Ghana, 2.0% in Senegal and 3.6%ape Verde.

Such fiscal losses have long been highlighted byers¢ models (summarised in
Stevenst al., 2006): the impact of EPAs on goods may be smkdtive to multilateral
liberalisation due to potential exclusion of samsitproducts, but tariff revenue losses
may be important. Similar losses are revealed bydgmeéet al. (2011) via simulations,
which forecast that ACP exports to the EU will 0@ higher with the EPAs than
under the GSP-EBA, but that ACP countries, espgckdtican ones, will lose 71% of
tariff revenues on EU imports in the long run. Imtpdrom other regions of the world,
however, will continue to provide tariff revenueshen tariff revenue losses are
computed on total ACP imports, losses are limite®%% in the long run. The final
impact depends on the importance of tariffs in goreent revenue and on potential
compensatory effects. Fontagetéal., however, insist that this long term effect mwinl
depends on the capacity of each ACP country togesuse its fiscal base. Revenues
losses are also revealed by Milngiral. (2005) on the case of the EAC (Kenya,
Tanzania and Uganda).

In fine, the outcomes of the EPAs remain uncertain, aisdglshown by many models.
A GTAP model devised by Perez and Njuguna Karirgi0f) thus confirms the
concerns raised by free trade agreements and oeitypibetween the EU and ACP
countries that are highlighted by many studies. yThederscore that SSA LDC
exporters already enjoy duty-free access to thefaan markets via the Everything But
Arms (EBA) initiative. In establishing free tradettveen the two regions, the EPAs will
allow European exporters to increase their exgp@3$A and their penetration of SSA
markets. The reverse, however, remains highly saiceand ACP exporters may not be
able to export to EU markets, less because of pnoblof access than high transaction
costs and supply-side rigidities. Perez and Njugi@aingi, among others, thus
underline that the gains of the EPAs for SSA exgrerimay not only be limited but the
costs may also be high: local and regional produceay lose market share to the
benefit of EU exporters, resulting in a declineoutput and intra-SSA trade. These
costs are compounded by the losses in the custeveaues that before the EPAs were
levied on imports from the EU.

EPAs creates serious risks in countries, whichcaeracterised by fiscal systems that
strongly depend on taxes on international tradd, export structures that exhibit low

levels of diversification and are based on unpreegommodities. EPAs may threaten
industrial sectors that are fragile and cannot ampith EU products due to high

production costs (limited economies of scale, deficinfrastructures).

In contrast, the spectacular growth of East Asgeveélopmental states’ since the 1960s
has been grounded on the capacity to use selettake and industrial policies
(protection, exoneration, subsidies, among oth€®&hdzingre, 2007). The EPAs
restrain ACP countries’ ‘policy space’ and room foanoeuvre, and prevent them to
implement similar growth strategies.
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8. Conclusion

The paper has shown that, with regard to Sub-Salfsirican countries, the long-term
outcomes of an EU interregionalism such as the E&Asuncertain. This uncertainty
partially explains the difficulties of the negotais between the EU and ACP countries
since their onset.

In addition, it has revealed the gap between tbenges and effective outcomes of this
interregionalism: thex ante objectives of the EPAs are not congruent withrteepost
outcomes, due to three main reasons — the overcelian theoretical frameworks that
remain questioned, the complication and destabiisaf existing regional agreements
that are already threatened by limited cooperatipolitical commitment and
effectiveness, and the asymmetry between the EUA&RI countries vulnerable export
and fiscal structures.

Discrepancies are important between official EU ed@wment objectives and the
limited gains predicted by most studies. Their eausiay be debated. For example,
among many others, the devising of the EPAs mdgateparticular interests within the
EU (such as certain sectors and firms), or the Eddserence, since its creation, to a
specific conceptual framework that promotes ecowcofberalism and free trade
whatever the context or possible inadequacy; oray reflect an intrinsic expansion of
international bureaucracies, with their rules aedislons driven by factors other than
efficiency; or many other processes. The rationtddasunderlie the elaboration of these
agreements by the EU remain important subjectéuftiner investigation, as with their
effective impact in developing countries over tlegtrdecade.
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Appendix 1: Composition of the African, Caribbean and Pacific (ACP) group

The ACP Group consists of 79 member states, dlarh, save Cuba, signatories to the
Cotonou Agreement which binds them to the Europgdwaion: 48 countries from Sub-
Saharan Africa, 16 from the Caribbean and 15 frieenRacific.

List of ACP Countries

Angola - Antigua and Barbuda - Belize - Cape Ver@omoros - Bahamas - Barbados
- Benin - Botswana - Burkina Faso - Burundi - Camoer- Central African Republic -
Chad - Congo (Brazzaville) - Congo (Kinshasa) - ICtstands - Cote d'lvoire - Cuba -
Djibouti - Dominica - Dominican Republic - Eritredthiopia - Fiji - Gabon - Gambia -
Ghana - Grenada - Republic of Guinea - Guinea-Bisdgquatorial Guinea - Guyana -
Haiti - Jamaica - Kenya - Kiribati - Lesotho - Liiee- Madagascar - Malawi - Mali -
Marshall Islands - Mauritania - Mauritius - Micra@ - Mozambique - Namibia -
Nauru - Niger - Nigeria - Niue - Palau - Papua N8winea - Rwanda - St. Kitts and
Nevis - St. Lucia - St. Vincent and the Grenadin&olomon Islands - Samoa - Sao
Tome and Principe - Senegal - Seychelles - Siee@né - Somalia - South Africa -
Sudan - Suriname - Swaziland - Tanzania - Timotdegogo - Tonga - Trinidad and
Tobago - Tuvalu - Uganda - Vanuatu - Zambia — Zibviza

Sourcehttp://www.acpsec.org/en/about _us.htm




Appendix 2: United Nations list of Least Develope€ountries (LDCs)

Afghanistan

Angola

Bangladesh

Benin

Bhutan

Burkina Faso

Burundi

Cambodia

Central African Republic
Chad

Comoros

Congo (Democratic Republic of the)
Djibouti

Equatorial Guinea
Eritrea

Ethiopia

Gambia

Guinea

Guinea-Bissau

Haiti

Kiribati

Lao People's Democratic Rep.
Lesotho

Madagascar

Malawi

Mali

Mauritania
Mozambique

Myanmar

Nepal

Niger

Rwanda

Samoa

Sao Tome and Principe
Senegal

Sierra Leone

Solomon Islands
Somalia

Sudan

Timor-Leste

Togo

Tuvalu

Uganda

United Rep. of Tanzania
Vanuatu

Yemen

Zambia

Source: UNCTAD http://www.unctad.org/Templates/Page.asp?intlten3i®H &lang=1&print=1




