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Table 10 - Share of ECOWAS LDCs’ extra-ECOWAS imports from selected African countries and

customs unions

fri%WAs Import ECOWAS total | ECOWAS non LDCs | ECOWAS LDCs Share LDCs
Morocco 708,216 383,550 324,666 46%
Egypt 240,954 171,261 69,693 29%
EAC 47,472 41,334 6,138 13%
SACU 1,393,176 963,937 429,239 31%

Source: calculations based on import data from ITC TradeMap, average 2015-2017 (USD Thousands)

Table 11 - Share of EAC LDCs’ extra-EAC imports from Africa
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EAC imports from EAC total f@:n';‘;')‘ LDC EAC LDCs Share LDCs
Africa 4,690,385 1,614,284 3,076,101 66%
EAC 2,309,484 442,041 1,867,442 81%
Extra-EAC imports 2,380,901 1,172,243 1,208,659 51%

Source: calculations based on import data from ITC TradeMap, average 2015-2017 (USD Thousands)

case of the EAC, the share of LDC imports from African
countries in total imports from African countries
(excluding EAC trade) was 51%. (See Table 11.)

o Allow a longer implementation period for some but not
all tariff lines for countries in the customs union, for tariff
lines of particular interest to LDCs. A midway solution
between either the short non-LDC vs the longer LDC
implementation period for all tariff lines is to allow the
longer LDC implementation periods for some tariff
lines. These tariff lines should be of particular interest
to LDCs in the customs union. The challenge is how to
objectively identify which tariff lines are ‘of particular
interest to LDCs” as well as achieving agreement on the
number of tariff lines and/or trade involved for which
the longer implementation period would apply.

o Allow for certain carve-outs that apply to LDCs within
the customs union. LDCs could agree to a shorter transi-
tion period (i.e. 5 years for Non-Sensitive Products)
provided that they receive something in return. For
instance, several LDCs within ECOWAS maintain
charges equivalent to import tariffs on oil imports,
which should be eliminated pursuant to the AfCFTA
Agreement. However, agreement could be reached for
them to maintain such charges.

* Allowing reciprocity in timeframes for implementation
between negotiating partners. For instance if ECOWAS
offers a 10 year implementation period for Non-
Sensitive Products, negotiating partners (e.g. SACU or
Egypt) could offer the same to ECOWAS (10 years in-
stead of 5). This option might lead to implementation
issues if the other negotiation partner would continue
to apply a 5 year implementation period for imports
from other African origins. At the same time, it could
be argued that some negotiating partners have gained
some experience in the application of other preferential
trade agreements, within and outside the continent.

5.3 The process of negotiations

At present, there are some aspects relating to the pro-
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cess of negotiations that would need to be considered:

e To whom initial offers are made. Offers could be
made with respect to

¢ All African countries (other than the countries
belonging to the customs union, if the offer is made by
a customs union)

¢ All African countries that have ratified the
AfCFTA

¢ All African countries with whom there is no exist-
ing preferential agreement

¢ Differentiated offers by customs unions / regions
or countries, depending on the sensitivities involved.
For instance, sugar from a country with competitive
producers might be sensitive and could be excluded
from liberalization. Nonetheless, sugar could be liber-
alized for countries with less competitive producers, or
having no or limited sugar production.

o The extent to which offers should be made public
and/or timing of offers. For instance, in bilateral negotia-
tions, the initial offers might be exchanged at (around) the
same time.

o Whether tariff preferences agreed in bilateral negotia-
tions after tabling the initial offer should be offered to all
within the AfCFTA? For instance, if Kenya (EAC) requests
South Africa (SACU) to move a product from the exclu-
sion list to the non-sensitive or sensitive list (i.e. tariff will
be eliminated for that product) and South Africa (SACU)
would agree, could other African countries enjoy such
preference? The MFN clause contained in Article 18 of the
Agreement establishing the AfCFTA (see Section 4 above)
suggests that this is not the case. This implies that the final
tariff offer will apply between SACU and EAC, not be-
tween SACU and all other African countries, or between
EAC and all other African countries.

e How to measure the compliance with the modalities.
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The requirement is that the exclusion list (3% of tariff
lines) does not represent more than 10% of total African
imports. Would this be 10% of African imports in a
given permutation (e.g. SACU imports from EAC in an
offer by SACU to EAC, or EAC imports from non-
Tripartite FTA countries in an offer by EAC to non-
Tripartite FTA countries) or 10% of total African im-
ports (i.e. the cumulative value of imports under all the
agreed exclusion lists).

The second interpretation poses several challenges:
First, assessing compliance would only be possible after
all African countries ratified the AfCFTA and tariff
schedules with all African countries have been conclud-
ed. Second, if countries or customs unions do not pro-
vide offers to all African countries, for instance, they
only provide offers to countries with whom they do not
have an existing FTA, there is no liberalization under
AfCFTA for the other African countries. In other
words, technically 100% of imports from countries un-
der FTAs is excluded from these countries under the
AfCFTA.

Therefore, it appears that compliance with the mo-
dalities would be measured on the basis of imports
from the countries to whom the offers are made.

5.4 A Non-Sensitive offer for imports from all African
countries?

For African countries that have concluded a limited
number of preferential agreements, it appears to be
burdensome to negotiate and implement more than 20
different tariff schedules. It would imply very time-
consuming and lengthy negotiations and result in tariff
concessions that might be difficult to administer by
customs authorities. Importers could abuse such differ-
entiation by declaring an African country of origin that
has the best tariff treatment.

One method that would lead to uniform tariff offers,
while providing flexibility for tailoring tariff offers vis-
a-vis a negotiating partner could be to break the negoti-
ations into two steps:

As a first step, each customs union and country
would submit an initial offer for Non-Sensitive Prod-
ucts (90% of tariff lines) that would apply to imports
from all African countries. This implies that for 90% of
products the tariff treatment will be the same, regard-
less of where a product originates in Africa.

Such offer should be automatically accepted by other
countries. There is no negotiation needed on the tariff
lines proposed to be Non-Sensitive.

On the yet unresolved issue of timelines for imple-
mentation for LDCs in customs unions, there could be
an element of reciprocity between customs unions. For
instance, if ECOWAS offers a 10 year transition period
for Non-Sensitive Products, SACU could either stick
with its proposed transition period for imports from all
African countries (e.g. 5 years) or choose to apply a
different transition period for imports from ECOWAS
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(e.g. also 10 years). Allowing for reciprocity would result
in differentiated offers: in this example the SACU-
ECOWAS offer would differ from the SACU-non ECO-
WAS offer (but only in respect of transition periods).

Technical verification by the AU Secretariat would be
needed to ensure inter alia that the offers accurately repre-
sent the MFEN tariffs as of date of entry into force of the
AfCFTA for all tariff lines. The offers would be collected
by the AU Secretariat which would make them public to
AU Member states once (substantially) all offers are re-
ceived. There would be no check on import values for
compliance purposes, as this only applies to the exclusion
list. Nonetheless the amount of import value covered by
these 90% offers could be calculated for transparency pur-
poses.

Various indicators could be used to guide the selection
of tariff lines for Non-Sensitive Products. A selection
based on tariffs only for instance could look at low MFN
or preferential tariffs including

o MEN duty free / 0%

e MFEN tariff is 5% or lower, or 10% in the case of agri-
cultural products??

» Most recently available preferential tariff with any
third party that is 0%

e Most recently available preferential tariff with any
third party that is 5% or lower

e Duty-free tariff lines under an African FTA (should
not include the customs unions).

If import data is available, there are various other indi-
cators that could be calculated, such as

o Statutory? tariff revenue loss: identify tariff lines
where tariff multiplied by imports from African countries
to which the offer is made is low

e Share of intra-African imports: identify tariff lines
where share of imports from African countries is lower
than a certain value or the average for the country

» Revealed Comparative Advantage (RCA): identify
tariff lines where the RCA with respect to the African
market is > 1.

These are some illustrative examples, but other selec-
tion criteria should be used as well to identify tariff lines
(not) to be placed in the Non-Sensitive product category,
such as pre-existing sensitive lists, food security concerns,
producer concerns etc.

As a second step, there would be bilateral negotiations,
in principle on the remaining 10% of tariff lines. In other
words, we would have a request/offer process in which
tariff lines could be moved between the sensitive list
(slated for liberalization) and the exclusion list. Removals
from the exclusion list that resulted from bilateral negotia-
tions would in principle not be extended to other African
countries.

This scenario assumes that the 10% of tariff lines is
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enough to cater for all the sensitivities. This might not
always be the case, for instance:

« ECOWAS classified apples in the non-sensitive
product list and cars in the exclusion list

* SACU requests that cars are moved to the sensitive
product category (i.e. liberalized)

e ECOWAS can agree on the condition that apples
are moved to exclusion.

In the end, the reality is that there will be bargaining
between different negotiating partners. So a step wise
approach might have the potential to reduce the scope
of bilateral negotiations, but it would not reduce the
number of bilateral negotiations between African coun-
tries.

6. Conclusion

The African Continental Free Trade Area (AfCFTA),
which entered into force on 30 May 2019, represents a
unique collaborative effort by African countries to bol-
ster regional and continental economic integration, in a
world marked by increasing protectionism and use of
unilateral trade measures.

For its operationalization, agreement would need to
be reached particularly in the following areas: (1) Rules
of origin; (2) Schedules of tariff concessions on trade in
goods and (3) Annexes to the Protocol on Trade in Ser-
vices, including the schedules of tariff concessions on
trade in services. The focus of these ‘Phase 1B’ negotia-
tions are tariff negotiations.

The expected economic impacts of tariff liberaliza-
tion under the AfCFTA are positive in general but there
are costs and distributional impacts involved with tariff
elimination. There are various legal and practical issues
relating to the implementation of these modalities, in-
cluding the relationship between AfCFTA and African
regional trade agreements, MFN treatment, making
tariff concessions an integral part of the AfCFTA
Agreement and rules of origin. With respect to tariff
negotiations, various issues relating to the process need
to be considered, including the scope of offers, whether
results from bilateral negotiations should be availa-
ble/offered to all and whether the negotiations could
be broken down into 2 steps - starting with a Non-
Sensitive list with 90%, with future negotiations on the
remaining 10% of tariff lines.
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9According to WTO secretariat note RD/RO/78 dated 14 May
2019, preference utilization rates for agricultural products are
below 50% when the preference margin is 10% or lower.

2n practice, not all the tariffs that are ‘in the book” (statutory)
are collected. Tariff exemptions may apply to certain imports,
e.g. because of investment incentives and waivers.

Previous South Centre Policy Briefs

No. 34, December 2016 — Air pollution — the silent top glob-
al cause of death and of climate change by Martin Khor

No. 35, January 2017 — On the Existence of Systemic Issues
and their Policy Implications by Manuel F. Montes

No. 36, February 2017 — Gandhi: Walking with us today by
Gurdial Singh Nijar

No. 37, March 2017 — The Need to Avoid “TRIPS-Plus” Pa-
tent Clauses in Trade Agreements by Martin Khor

No. 38, April 2017 — Implications of a US Border Adjustment
Tax, Especially on Developing Countries by Martin Khor

No. 39, May 2017 — Highlights of the WHO Executive Board:
140th Session by Nirmalya Syam and Mirza Alas

No. 40, June 2017 — Outcomes of the Nineteenth Session of
the WIPO Committee on Development and Intellectual Prop-
erty: A Critical Reflection by Nirmalya Syam

No. 41, July 2017 — Quantification of South-South coopera-
tion and its implications to the foreign policy of developing
countries by Mércio Lopes Corréa

The South Centre is the intergovernmental organization of developing
countries that helps developing countries to combine their efforts and
expertise to promote their common interests in the international are-
na. The South Centre was established by an Intergovernmental Agree-
ment which came into force on 31 July 1995. Its headquarters is in
Geneva, Switzerland.

Readers may reproduce the contents of this policy brief for their
own use, but are requested to grant due acknowledgement to the
South Centre. The views contained in this brief are attributable to

the author/s and do not represent the institutional views of the

South Centre or its Member States. Any mistake or omission in this
study is the sole responsibility of the author/s. For comments on
this publication, please contact:

The South Centre
Chemin du Champ d’Anier 17
PO Box 228, 1211 Geneva 19
Switzerland
Telephone: (4122) 791 8050
Fax: (4122) 798 8531
south@southcentre.int
https:/ /www.southcentre.int

Follow the South Centre’s Twitter: South_Centre u

Page 15

No. 42, July 2017 — The Asian Financial Crisis: Lessons Learned
and Unlearned by Yilmaz Akytiz

No. 43, August 2017— The Financial Crisis and the Global
South: Impact and Prospects by Yilmaz Akytiz and Vicente Pao-
lo B. YuIII

No. 44, August 2017 — Industrialization, inequality and sustain-
ability: What kind of industry policy do we need? by Manuel F.
Montes

No. 45, October 2017 — The Value Added of the United Nations
General Assembly High-Level Political Declaration on Antimi-
crobial Resistance by Viviana Mufioz Tellez

No. 46, March 2018 —Outcomes of the 142nd session of the
WHO Executive Board by Nirmalya Syam and Mirza Alas

No. 47, June 2018 —Renewed crises in emerging economies and
the IMF — Muddling through again? by Yilmaz Akyiiz

No. 48, June 2018 — Collaboration or Co-optation? A review of
the Platform for Collaboration on Tax by Manuel F. Montes and
Pooja Rangaprasad

No. 49, July 2018 —Major Outcomes of the 71st Session of the
World Health Assembly of WHO by Nirmalya Syam and Mirza
Alas

No. 50, August 2018 — The International Debate on Generic Med-
icines of Biological Origin by Germén Velasquez

No. 51, September 2018 —US Claims under Special Section 301
against China Undermine the Credibility of the WTO by Nirma-
lya Syam and Carlos Correa

No. 52, September 2018 — The Causes of Currency Turmoil in
the Emerging Economies by Yuefen LI

No. 53, September 2018 — Considerations for the Effective Imple-
mentation of National Action Plans on Antimicrobial Resistance
by Mirza Alas and Viviana Mufoz Tellez

No. 54, October 2018 — The Use of TRIPS Flexibilities for the
Access to Hepatitis C Treatment by German Velasquez

No. 55, October 2018 — Advancing international cooperation in
the service of victims of human rights violations in the context
of business activities by Kinda Mohamadieh

No. 56, October 2018 —Setting the pillars to enforce corporate
human rights obligations stemming from international law by
Daniel Uribe

No. 57, January 2019 — Will the Amendment to the TRIPS Agree-
ment Enhance Access to Medicines? by Carlos M. Correa

No. 58, March 2019 — Why the US Proposals on Development
will Affect all Developing Countries and Undermine WTO by
Aileen Kwa and Peter Lunenborg

No. 59, April 2019 — The ‘obvious to try’ method of addressing
strategic patenting: How developing countries can utilise patent
law to facilitate access to medicines by Olga Gurgula

No. 60, May 2019 — Exploding Public and Private Debt, Decli-
ning ODA and FDI, Lower World GDP and Trade Growth —
Developing Countries Facing a Conundrum by Yuefen LI

No. 61, May 2019 — The US-Mexico-Canada Agreement: Putting
Profits Before Patients by Maria Fabiana Jorge

No. 62, June 2019 — Intellectual Property and Electronic Com-
merce: Proposals in the WTO and Policy Implications for Deve-
loping Countries by Vitor Ido

POLICY BRIEF

EMAFEEET B X (AfCFTA) H 9 E—MERB’

MR B H U AL I FHRD/RO/78 (20194E5H14H) |, 24
e R RE ] 10%EE BEARA, 47 )t 21 F 2R K F-50%.

05LFR b, FHAERTE K GRE) RBETSIEN. Lt r
R AT REE FI SRR, B0 B TR BB AN B T BGR

A ROBERE RS ERATY
34, 201612 — =RFH — ST RURIBRIEEKT
LB TIER S AR
%354, 2017F1H—EFBURF-ERT GRRGITIENTE
1 R EBOR )
36, 201742 H—d/RB/R-E4%-JEBU/R CHHMl: SHS
BAIRATY
SE37H, 20174E3A—S TRUR (R UEPFRR"
TRIPS-Plus" & #5550
SR38HH, 20174F4AH—5T-RUR CEENASE TR M, S
HX & R ER R
394, 201745 — R DAHRAPITR RS FE 140N
R A BRI BB S KRBT
A0, 20174E6 H— HARENAF LR B S HIRFINE R
KETNBSWACR : MM RE 55 B/RSRIE- il

AU, 201747 H— M A 1ERAL KR FRH E R IMCBL
SRR (R« Th/RPIBL-I8 AT o

.................................................................................

SOUTH
CENTRE

BAATFOCEZRTEZNBKFRAR EEMMZRTERES
NESEK, ZEERES LRAZRME. TP OREII95FH7
A31H KM (BAEWMEY KR, BIRTHETEANR,

B BATE A ARBCREIRNA R, BFRESEHRTHO
DRI, EHRIAURELEE DN, AR T OB A R E
WL, AW AR AR R BB IRt (R AN BT, INFRxT
AR AR IR, IR

m 7L B HNEL191X
12115228(5%4, HFHE/RE
175 Hi%: (4122) 791 8050 &
H: (4122) 798 8531
south@southcentre.int
https://
www.southcentre.int

XFE O Twitter: South Centre_ u
B158

425, 20177 H—OYURG2PEELLE (EMERENL: 2
EaSELLY

6435, 201748H— (RRMENS 2ERMETT: BISHTR) , 1H
& OURSZE-FIHZANAER - R D B R =11

$445, 20174F8H— (TAkfe, TFES IR TATFZEM
ZHERIFLBOR? ), fFE: S5BUREERHR

455, 2017410H — (BREER SR THURE R 251 R =g
MBI E S RIMIMED |, 1E5: dEdk2 - e Bl -FRe5124

$465, 2018FE3H—tH A TAHAARITE RSB 142/B VUK
B EH: JE/RSHINE BRI REL F iz i

475, 201846 H—Hr AT AR — i ail S Bl tt m e
M- FHRNAIEER? (B8 F/RD%- %

%485, 2018F-6 H—ATEIE2IGR? BIURATEFELR, 1FE:
EEBYR PSRRI 51 - 2 I hr e

495, 2018FF7TH—HR DAHIEETUEI A A RS FEL
R, MEE: JE/REHLZIFORIRIL- Pz

5505, 201848 H— X TAEWIRMHIZINEREHE, (FE&: #
IR & - UL e e

5515, 201849 H—EEMHERHI301 45500 iR E R Fa 1
TSR ZARRIEE, (FE: Je/R DA B AR I% R T

20189 H H52/—2 A 25 Gk e malim AR

201849 A 555 3R /R$L- Rl il 5 4 4 22 8- 15 e B bR 9112
CRTERINEHTE R 25 EE AT HXIR B )

20184E10 A 55544
MR A BT 581897 )

20184£10 A SE55—E IR BEFEBIMER CHEMEERR & 7E DURSS &
WIESR AURICZFEE)

/R 2 DU ve i CRIFHTRIPS R 7%

20184F10 H 556 1—FHe/R- BT (Hinz SAEDAITIR T
FRIZAI B AL S5)

20194F1 H 57— (TRIPSHMEMBIESR REGIRTZ5 AT R AE? )
RIS MR

20194F3 H 58— Nt 2 R E IR RIZE S MITH K Jgh
EZIFHIFIWTO 155 : TS TS R

201944 A 58595 — RO ERISIE LRI RIS W75k Kh
EZAMAIA L FIE R gaPrml Stk 5 BURN-S/R L

20194F5 A 55601 — AL SIAAGSIYG. 575 R BE SINEEE
BT, 2RGDPS P KNE — RRTHER WIS 754 :
2 F %5

20194E5 A $B 61— - By E-InE ke : BAEETES
2 & Mg N7 - B AR A

201946 A ZB6 28— AR~ IS PR HPRHALAPRE
B & R ERMECKm /R 4%

BUR R



