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I. INTRODUCTION

Under the supervision of the World Trade Organization(WTO), the Uruguay Round

Agreement has provided a multilateral framework expected to foster a smooth and orderly

development of international trade, wherein countries can trade with one another on a to and

equitable basis and that exports and imports are not subjected to sudden imposition of restrictions.

This is the basic expectation of the negotiating partners to the Uruguay Round Agreement. Along

with liberalization ofworld trade is also the phenomenon subsumed under the term globalization.

Openness towards world markets and removal of barriers to international trade and

investment are a key characteristic of the phenomenon of globalization and liberalization of world

trade.

Nevertheless, at the same time, a regionalized approach to trade, and in some instances

economic development, has intensified worldwide. This is manifested in the creation or

strengthening of such free trade areas as the Association of South East Asian Nations (ASEAN), the

Central American Common Market(CACM), the Latin American Integration Association (LAIA),

the Common Market of the Southern Cone (MERCOSUR), the Caribbean Common Market

(CARICOM), and the North American Free Trade Agreement (NAFTA). Others such as the

European Union and the African Economic Community (AEC) transcend free trade areas and aim at

a deeper integration of the economies of the members. In the case of Africa, the establishment of the

AEC is planned to be a culmination of various attempts at the sub-regional level to achieve free trade

areas and economic integration through such groupings as ECOWAS, COMESA, and SADC,

generally termed as Regional Economic Communities (RECs)" in the African integration lexicon.

Though the various regional groupings have different sets of objectives, depending on the

economic circumstances and peculiarities of their member States, most are generally motivated by a

common interest to promote freer trade, and to some extent economic co-operation, with a view to

eventually establishing a free trade zone, a customs union, a common market and/or an economic

community as in the case of Africa and Europe as well.

The purpose of this study is to examine the establishment of sub-regional free trade areas in

Africa in the context of the regional integration initiative as embodied in the Treaty establishing the

AEC, in relation to the objectives and principles of the liberalization of world trade which include

conditions for the setting up of regional free trade areas, and which, as a result, pose a time-bound

challenge for such free trade arrangements in Africa to succeed. Liberalization of trade constitutes

one of the central themes of the African regional integration process. At the same time, 41 African

countries are members ofthe WTO. This study is, therefore, opportune for making African countries

aware of the ramifications of the world trading system on their integration efforts, and the steps they

need to take in order to address these ramifications.
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This is particularly important because trade liberalization attempts in Africa have aged with

their respective integration groupings without much headway. After decades of integration

experiences in Africa, none of the African sub-regional markets has been able to reach the level of

total free trade area. The majority is still struggling with the implementation of trade liberalization

schemes.

The study, therefore, specifically:

• Examines the principles, challenges and ramifications of liberalization of world trade and its

twin phenomenon ofglobalization;

• Examines progress in the implementation of the various sub-regional free trade initiatives in

Africa, including the degree to which they conform with WTO requirements and relate to the

general continental framework (AEC); and

• Draws conclusions and appropriate recommendations including steps needed to bring the

sub-regional free trade arrangements and the general continental free trade framework in tune

with the global imperatives. Thus, ultimately they will be seen not so much as an exception to

the multilateral rules and disciplines of the WTO, but more as instruments reinforcing the

obligations of their members within the regional arrangements as well as under the

multilateral world trading system.
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n. LIBERALIZATION OF WORLD TRADE AND GLOBALIZATION: PRINCIPLES,

OPPORTUNITIES, CHALLENGES AND RISKS

111 LIBERALIZATION OF WORLD TRADE

The ability of countries, and for that matter, industries and business concerns to reap the full

benefits from the comprehensive multilateral framework of the world trade liberalization placed

under the auspices ofWTO, will depend, inter-alia, on an understanding ofthe rules involved.

The WTO was established in 1995 as a successor to the General Agreement on Tariffs and

Trade (GATT), albeit the GATT now forms an integral part of the WTO agreements. The basic

WTO agreements are the GATT, the General Agreement on Trade in Services (GATS) and the

Agreement on Trade-Related Aspects of Intellectual Property (TRIPS). GATT deals with trade in

goods, GATS deals with trade in services and TRIPS addresses issues like copyright, trademarks,

patents, industrial designs and trade secrets.

GATT, the predecessor of WTO, used to deal only with trade in goods. Under WTO

following the Uruguay Round of trade talks between 1986 and 1994, the scope of international trade

was expanded to cover not only trade in goods, but also services and intellectual property. The

fundamental significance of WTO vis a vis its GATT predecessor is the fact that the former is now

anchored on a much firmer legal basis.

The basic principles underscoring the multilateral rules for trade in goods, which are

pertinent to the purpose ofthe study, can be summarized as follows:

Il.l(a) Open and liberal trade policies

This, indeed, is the basic objective of the GATT, which aims to establish a liberal and open

trading system under which countries can trade with one another under conditions of fair and

undistorted competition.

H.l(b) Right to protect domestic production from foreign competition

Notwithstanding its fundamental free trade principle, GATT allows countries the right to

protect domestic production from foreign competition provided that such protection is extended only

through tariffs and is kept at low levels. In this regard, the utilization of quantitative restrictions by

countries as a protective measure is prohibited, except in a limited number of situations such as

accommodating the special development needs ofLDCs.
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H.l(c) Reduction and elimination of tariffs and other barriers to trade, with the tariffs so

reduced being bound

This principle entreats countries, through multilateral trade negotiations, to reduce tariffs,

and where possible, eliminate protection to domestic production by reducing tariffs and removing

other non-tariff barriers to trade. More significantly, the reduced tariffs are to be bound, and

countries are obliged not to increase them above the bound rates shown in their schedules.

The principle, therefore, assures that the lower rates agreed in the negotiations will not be

raised by countries to which exports are being made. The bound rates will provide further guarantees

that tariffs payable on raw materials and other inputs to be imported for use in the manufacturing of

export production will not be increased.

n.l(d) Most-Favoured Nation Treatment (MFN)

One of the most important principles of the WTO trading system is the non-discrimination

clause subsumed under the MFN. By this principle, each member country has to treat all its fellow-

members equally and without discrimination. In this regard, if a country grants another country a

special favour e.g. a lower duty rate for an imported product, that favour also has to be extended to

other WTO members so that they are equally "most favoured".

An exception is, however, allowed under the MFN principle, in the case of regional

preferential arrangements. The conditions for such an exception are stipulated under Article XXIV

of GATT 1994. This Article is of particular significance to the objectives of the present study in

terms of its implications for regional integration arrangements in Africa, among whose objectives are

the creation offreer trade and the pursuit of more stable and predictable trade policies.

H.l(e) National treatment rule

The national treatment rule prohibits countries from discriminating among imported goods

from different countries and between these products and domestically produced goods, both in terms

of the levy of internal taxes and in the application of internal regulations. Thus, exporters are

assured that their exports to the importing market, once subjected to customs duties and other

charges at the border, will be exonerated from internal taxes (such as sales tax or value-added tax

(VAT) at rates higher than those levied on products of national or domestic origin.
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II.2 GLOBALIZATION

Along with the liberalization of world trade is the emerging phenomenon towards a

progressive realization and consolidation of global economic, trade, financial, technological and

information inter-dependence subsumed under the term "globalization". Liberalization of world trade

has itself created the conditions permitting the progression of globalization.

Globalization is manifested by the following broad characteristics:

Growing capitalism at the global level, whereby companies and corporations seek greater

international outlets in terms of their ability to move factories, products and investments

geographically, motivated by market considerations and the search of cheaper labour and raw

materials. They are also able to source components of finished products from around the

world. Thus, capital has been aggressive to seek its highest yield and return at the global

level;

Reliance on new technologies, which makes it possible to develop new and superior products

to replace old ones within a shorter cycle. For instance, the automobile industries in the USA

and Europe, faced with an intensive competition from Japan, were compelled to improve

their performance by retreating from less competitive models and focusing on new model

development. This resulted in strategic and aggressive investments even in regions outside

their home markets, and thus, resulted in better consumer appeal.

Development of knowledge-based comparative advantage whereby new ideas and skills

couple with new technologies to provide a strategic asset to strengthen and sustain
competitiveness;

The rapid spread of information technology such as computers and telecommunications

including the internet, which makes it possible for people to be connected with the entire

world 24 hours a day in real time, and provide a wide array and abundance of electronic

information to anyone wishing to have it. An enormous impact on business, the economy and
society at large is, thus, generated.

The formation of strategic alliances, joint ventures or mergers with other companies in the

global market, with a view to boosting competition and markets in a particular field. This is

happening in the banking service, the aviation industry, the entertainment business and other

areas where a number of mergers involving large companies has taken place in recent times.
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II.2.1 OPPORTUNITIES AND CHALLENGES

The multilateral trading system and globalization open doors to a number of opportunities

and challenges for developing countries. These include the following: ;

n.2.1(a) Potential greater MFN access to foreign markets

This is made possible through the broad-based MFN reductions in tariffs and removal of

quantitative restrictions on industrial products in developed as well as emerging markets. The

proportion of developed countries merchandise imports from developing countries that enters duty

free haV more than doubled, increasing from 22% to 45%. Furthermore, a significant proportion of

developed countries' imports of mineral products and precious metals and stones, metals, wood,

pulp, paper and furniture, will enter duty free, with developing economies' products in minerals and

precious metals even enjoying a greater proportion of duty free treatment.

: ■ With respect to agricultural products, increased market access not only involves reductions in

tariffs, but also the elimination of quantitative restrictions and commitments on a broader spectrum

of interventi6ns:>These include: a "tariffication" of all non-tarii'-berder m^asitres; a target reduction

of 36%in the resulting tariffs and existing customs duties; a binding of all ■ agricultural duties at the

new levels; and a 36% reduction--of budgetary Outlays Cm export subsidies and reductions in terms of

quantities of subsidized exports. This is intended to'■ lessen my traaVdistortmg competition of such

domestic support subsidies. However, developing countries are only required to make such

reduction to the extent of two-thirds of the above percentage, while least developed countries are

not required at all to make any reduction commitments in this area. ;^

The removal of the non-tariff measures and their substitution with tariffs at a low level is

further strengthened by the requirement to: open current and minimum access opportunities for the

products concerned. The minimum access requirement becomes necessary in the case where the

current access opportunities represent less than 5% of domestic production. ,,

H.2.1(b) Development of the service sector such as tourism through liberalization under

the GATS framework , , .,■.-..., ;;

' A review of the current offers in this area of interest to developing countries include:

commitments on the entry and temporary stay of personnel for the purpose of supplying services;

most offers cover the tourism sector, which for many developing countries represents an important

source of revenue. Commitments undertaken by the developing countries themselves to open up and

liberalize this sector also provide an opportunity for the sector to attract and benefit from foreign

investment, which could consequently strengthen the revenue-generating capacity ofthe sector.
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II.2.1(c) A challenge to serious commitment to development

Global competition which is part and parcel of liberalization of world trade and globalization
could provide a challenge and spur developing countries, particularly those in Africa, to profoundly
commit themselves to development, if they are not to be further marginalized in the global economy.

In this regard, they need to invest in and promote industrialization, to diversify and stimulate exports

and to sharpen their competitive edge, do better on infrastructure, technology, and human resources

development, and remedy all domestic weaknesses to economic development, including bad
governance and conflicts. Improvement in governance will particularly be critical in promoting a

sound and qualitative macro-economic policy, stability and investments, both domestic and foreign.

As one African economist stated, what African countries need is "a matter of quality enhancement

and industrial development" and improvement in their products.

Generally, unless the abundant intentions and words in all these areas by African countries are

backed by action' liberalization of world trade and globalization could confirm some of the concerns
and worst fears by the African countries themselves, which are highlighted in the ensuing section.

n.2.2 RISKS

Among many developing countries, particularly in Africa, there is a great deal of pessimism
about the prospects of liberalization of world trade and globalization. They believe that this-global

evolution does not offer a great deal of bonanza for them because of their low level of development

and industrialization.

During the UNCTAD-IX Conference in Midrand, South Africa in May 1996, a number of

leaders from developing countries recounted how some of their domestic industries have gone out of

business by opening up their economies to liberalization and globalization, part of which had been

imposed through World Bank adjustment programmes. Ministers from the LDCs issued a

declaration stating the vulnerable position of the LDCs as they confront the process of the world

trade liberalization and globalization. The perception against the impact of this global development

generally stems from the "infant industry" argument. This argument contends that infant industries in

developing countries are likely to fizzle out in the face of foreign competition, but there is also a

general feeling that these developments will contribute to increasing polarization between the rich

industrialized countries and the poor developing countries. Such fears have even led the Prime

Minister of a relatively well developed economy in South-east Asia to call for an all-out fight against

the liberalizing and globalizing process.

Even among certain developed countries, some protestors have voiced concern against what

they perceive as social effects of globalization in terms of lay-offs, unemployment and environmental

pollution when companies engage in relocations from mother countries elsewhere. For instance, the

setting up of "maquiladora" industries in Mexico by US firms has often been the subject of



resentment in certain quarters in both the US and Mexico, from the standpoint that it results in job
losses in the former and contributes to environmental degradation in the latter.

There are others who draw attention to the structural imperfection of WTO arising from the
heterogeneous nature of its membership, with deep gulfs of development between the highly
industrialized and developed countries and the underdeveloped and developing countries. They
therefore call for a need to moderate what they term as the "global romanticism with the concept of
"slobalism" This concept implies that the more developed partners should even provide to the less
developed ones greater concessions and market access than are currently available under the current
Uruguay round arrangements as well as much greater support, including debt forgiveness.

As the 1996 UNDP Human Development Report reveals, economic income (global GDP)
was US$23 trillion of which only $5 trillion (about 22 percent) went to the developing countries.

This is in spite of the fact that these developing countries account for 80 percent of the world s
population Estimates between 1960 and 1991 showed that the gap between the North and the South
is widening rather than narrowing. The richest 20 percent of the world's population had their share
of total income increase from 70 to 85 percent, whilst the poorest 20 percent had their share of
income fall from 2.3 percent to 1.4 percent. It is also estimated that current income levels in about

70 developing countries are less than in the 1960s and 1970s.

Liberalization of world trade and globalization generate further apprehensions that the above
trends will accentuate rather than improve as many developing countries, particularly those in Africa,
find themselves incapable of integrating themselves into the rapidly evolving mainstream of the

global economy.

Under the concept of "globalism" rather than "globalization", the rich and industrialized

countries are called upon to assist the poor and fragile economies to reverse the above trends and
catch up in advanced development. Thus, there will be a world trading system and "a global

economic space" in which everybody is a winner.

It should be pointed out, however, that from the developing countries' standpoint, the full

extent of their risks may have to be further analyzed through in-depth empirical studies, possibly on a
country-by-country basis. Nevertheless, there is no denying the fact that, as a broad generalization,

not all countries stand to gain or lose equally under increasing liberalization and globalization trends.
Indeed, competition is one of the obvious facets of these trends. However, developing countries,

because of their vulnerable position, hope that such competition will be regulated, organized and
monitored in such a way that their fragile economies are not devastated and that their special needs

are unconditionally taken care of.
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m. REGIONALISM IN THE CONTEXT OF LIBERALIZATION OF WORLD TRADE

AND GLOBALIZATION

As mentioned in the introductory part of this document, against the background of world

trade liberalization and globalization is the emergence of regionalized arrangements or groupings,

which incorporate free trade objectives. Part of the rationale for regional movements, particularly

among the developing countries, stems from the perceived or real limitations of the global system

itself as indicated in the preceding chapters, which include: the wide economic diversities of the

participants; uncertainties about, and limits to, access to the world market, particularly with regard to

exports from developing to developed countries. But quite apart from this, there are a number of

compelling reasons for the parallel phenomenon of regionalism, the world trade liberalization and

globalization. These include the fact that regionalism, for a number of developing countries,

transcends just freeing trade within the regional space. It is also concerned about reaping the benefits

of economies of scale from the enlarged market over time.

Therefore, for developing countries in general, economic considerations are also of

significant interest on their integration agenda. Through the integration process, the countries aim to

create an economic and market space large enough to make it possible: to establish viable production

and consumption capacities in industry and in the primary sector, especially through the exploitation

of complementary resources; and viable infrastructure networks such as in the transport,

communication and energy sectors. Thus, regional integration, from the economic perspective, could

provide an opportunity for these countries to develop underneath the global multilateral umbrella.

From the perspective of trade, it serves as a protective barrier to the rest of the world so as to

stimulate trade among the members and consequently promote economic development and the

international competitiveness ofthe member countries in the long-term.

Furthermore, through regionalism or regional integration, the member States aim or expect to

minimize political tensions and foster closer harmony among themselves. Other underlying factors

are the need to promote a common regional identity stemming from cultural and historical

inclinations, and the development and consolidation of a collective bargaining power on issues in

which all members have a common interest.

Nevertheless, the existence of regional arrangements from the standpoint of their free trade

development is only allowed as an exception to the MFN rule in the context of the global multilateral

trading system under certain conditions. These conditions are meant to ensure that those

arrangements make an important contribution to the global trading system rather than serve as

protective walls. Therefore, although members of the regional grouping can offer one another more

favourable preferential arrangements in their trade transactions without extending them to other

members of the WTO, in order to protect the trade interests of the non-member countries, GATT

has laid down strict conditions under Article XXTV ofGATT 1994 for creating such groupings.
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These requirements, inter-alia, provide that:

• The regional arrangements should facilitate and promote trade among the members by

removing tariffs and other barriers to trade and that the liberalization process should affect

substantially all trade among the members; and that

• The arrangements should not result in the imposition of new barriers and difficulties to trade

with the other contracting members ofWTO.

• The time frame for the removal of such tariffs and barriers to trade should not normally

exceed ten years.

Another important requirement has to do with the notification of the regional free trade or

customs union arrangements to WTO for assessment and recognition as an exception to the WTO

binding obligations on trade in goods. In this regard, a Committee on Regional Trade Agreements

has been established within the WTO to evaluate such arrangements in accordance with the WTO

requirements. Ifthe Committee concludes that a particular regional free trade area or customs union

does not conform to the conditions laid out, it can make recommendations on its non-recognition by

WTO or to have it modified so as to meet the WTO requirements. The Committee, therefore, has

overall responsibility to ensure that there is transparency in the functioning of such arrangements and

that they comply with the conditions as set forth in Article XXIV of GATT 1994 and the

Understanding of the Interpretation of Article XXIV of GATT 1994, as far as their trade

liberalization programmes are concerned.

Having examined the principles, opportunities, challenges and the dangers underscoring the

process of world trade liberalization and globalization, the next section discusses on a sub-regional

basis, the various sub-regional free trade and customs union arrangements being pursued in Africa in

the context of the continent's integration process, and in relation to the WTO requirements for

establishing them.
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IV. REGIONAL INTEGRATION IN NORTH AFRICA: EXPERIENCE IN TRADE

LIBERALIZATION

The North African countries, desirous of constructing a flourishing regional grouping among
themselves created the Arab Maghreb Union (UMA) in February 1989. In 1990, UMA adopted an
Sin blueprint called the "guiding Principles of the Commor.Maghreb■Strategy", wruch auns
achieving economic and social development by guaranteeing freedom of movement of goods
Srvices and capital investments. The implementation of the strategy was planned m phases as
follows:

. Creation of a free trade zone by end of 1992, whereby goods ofMaghreb origin would be
free of all trade barriers both tariff and non-tariff;

• Establishment of a Customs Union before end of 1995;

. Attainment of a Common Market by the year 2,000; and

. Establishment of an Economic Union through the unification of economic policiesland
development plans in such areas as food security, human resources development, energy,

industry, transport and communications, trade, money and finance.

W.I
STRUCTURE OF TRADE LIBERALIZATION WITHIN UMA: MAINELEMENTS

The UMA countries signed in May 1991 a protocol on trade and tariffs. The Protocol, which
has been ratified by all the member States of UMA except Morocco, has the following mam

characteristics:

IV.l(a) Preferential treatment

Under the Protocol, goods originating from and traded among UMA countries benefit from
free trade in terms of the dismantling of tariffs and other non-tariff barriers. The Protocol requires
Member States to exonerate imports of such goods into their territories from customs duties, taxes
and other charges of equivalent effect, with a view to establishing a Customs Union in the long run.

The Protocol provides for two categories of products: the first group has full preferential
treatment in terms of the complete exoneration of tariffs and other non-tariff barriers and covers
agricultural fishing and animal products, semi-finished and finished manufactures, while the second
eroup is subject to a gradual removal of tariffs over time. The products involved in the latter are
subject to negotiations among the countries according to a list to be determined by each country.
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The expansion of the list of products is envisaged with a view to making the liberalization process

effective and substantial with respect to trade among the UMA countries.

IV.l(b) Rules of Origin

The rules of origin provide for the following conditions for goods to be considered as

originating from an UMA country:

• All primary products or raw materials entirely produced or obtained in the country;

• Manufactured products that have at least 40 percent local value-added [20 percent in the case

of an assembly industry] or 60 percent oflocal raw material input;

• Other industrial products subject to varying degrees of value-added transformation in the

member countries to be agreed upon by the members; and

• Exports satisfying the above requirements should be accompanied by a standardized

Certificate of Origin which will be established by the appropriate authority in the exporting

country and verified by the country's Customs authorities.

Other provisions are: safeguard and phytosanitary measures which allow members to protect

nascent industries from the ill effects of the liberalization process; a 17.5% compensatory tax on

goods manufactured in an UMA country with raw material or semi-processed inputs from third

countries, provided that a similar product is being produced by the importing country; measures

against anti-dumping, export subsidies and unfair trade practices; and finally, transitory provisions.

which stipulate that until such time that a compensation mechanism is effectively established,

members have the liberty to fully or partially restore the tariffs and non-tariff measures existing

before the trade liberalization scheme, as a temporary measure to redress serious difficulties arising

from loss of revenues.
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IV.2 CURRENT STATUS AND PROBLEMS OF IMPLEMENTATION OF UMA'S TRADE

LIBERALIZATIONPROGRAMME

lV.2(a) Institutional and political constraints

At the moment, the UMA is virtually at a standstill. The free trade and customs union that

were planned to materialize by 1995 did not take place.

The obstacles facing UMA are mainly of a political nature. Since April 1994, there has not

been any summit of the Presidential Council comprising the Heads of State of the UMA countries.

This is UMA's supreme body that makes policy decisions concerning the operations and future of

UMA. If the body were to follow its normal calendar of meetings, it should have met about more

than a dozen times since the establishment of UMA in 1989. The crux of the political difficulties

appears to be differences over the Western Sahara question between some members ofUMA. Other

factors such as the domestic political situation in Algeria and the economic sanctions against Libya

have not helped to create an atmosphere conducive to regional preoccupations.

IV.2(b) Limited trade interaction among the UMA countries

In addition to the political difficulties, the trade liberalization programme has not been able to

generate the expected impact on intra-UMA trade. The bulk of trade of the UMA countries

continues to be largely directed towards the European Union (EU). As the table below illustrates,

the EU still constitutes for the UMA countries a major and a significant market for their exports, and

contributes about 65% of their imports.
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Table 1. - Direction of Trade-UMA countries

Af=Africa*(includes North Airica); US=USA; Ja=Japan; EU=European Union

Algeria

Imports(IMP)

Exports (EXP)

(in billion

dinars). .

LiBya '

IMP

EXP

(in billion dinars)

Mauritania

IMP

EXP

(in billion d'ouguiya)

Morocco

IMP

EXP

(in billion

dirhams)

Tunisia

IMP

EXP

(in billion

dinars)

-,<■' ' -■'

1993

Af*

•/o

7.1 .

4%

4.5

2%

■r

/ ■-' ■

0.13 .:

10%

0.08

4%

5.6

14%

5.8

12%

3.1

7%

3.5

13%

0.27

5%

0.30

9%

US

%

30.6

19%

37.6

18%

; '--

0%:-;

- '..

. 0% ;

--.

2.0

5%

0.8

2%

6.3

' 14%

1.2

'4%

0.36

7%

0.03

0.8%

Ja

%

8.8

5%

1.1

1%

0.06 ■',:

; 4%

; -~ : i

1.3

3%

12,0

26%

1.1

3%

2.0 '■■

7% '

0.14

3%

0.01

0.2%

EU

%

119.6

72%

164.1

79%

1.2

86%

' ;" 2.2.".' . .

,..-96%

32.7 '

78%

28.5

60% ■

33.7

'" 76%

" 21.5

76%

4.5

85%

3.0

90%

1994

Af

%

13.2

5%

1.2

0.5%

-oa-2-,--:

10% . ■

0.15

5%

4.0

11%

8.9

15%

4.7

10%

2.8

■ 9% ■

0.38

7%

0.02

0.5%

US

Vo

48.1

19%

49.6

19%

_

0%

~ ■ .

0%

1.3

4%

0.5

■ 1%

5.7

12%

1.3

5%

0.44

85%

0.05

1%

Ja

%

8.9

3%

2.8

1%

0.07 :.

6%. ■

.0.08.,.

2.9

8%

16.9

29%

1.1

2%

2.5

8%

0.16

3%

0.02

0.5%

EU

% ,
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The consolidation of relations with the EU appears to be of high priority to the UMA

countries. This is manifested in the recent far-reaching agreement of co-operation and development

between the EU and the countries of the Mediterranean region including the Maghreb countries, with

the exception of Libya. This multilateral Mediterranean agreement called the "Euro-Mediterranean

Partnership" was signed during the inter-ministerial conference that took place in Barcelona from 27

to 28 November 1995 and has the following main components:

• Political and security co-operation intended to define a common area of peace and stability based

on democracy, rule oflaw, respect for human rights and fundamental freedoms.

• Economic and financial co-operation to create an area of shared prosperity by promoting

sustainable socio-economic development, progressively establishing a free trade zone, and

substantially increasing EU's financial assistance to the participating countries.

• Promotion of socio-cultural co-operation in terms of human resources development and cultural

exchanges between the civil societies.

More pertinently with regard to this study, the Barcelona Agreement aims to establish a free

trade area between the EU and its Mediterranean partners within ten years, through the gradual

dismantling of tariff and non tariff barriers to trade in manufactured products, in addition to a $6.2

billion increase in EU's assistance to the region. The elimination of the barriers to trade however

lays emphasis on industrial products. Agricultural commodities that constitute the main exports of

the sub-region, besides oil, are little affected, especially because of the EU's Common Agricultural

Policy.

The Barcelona Agreement can either positively or negatively impact on UMA's trade

liberalization scheme. On the positive side, it could compel the less developed UMA countries to

develop and diversify their industrial base in order to take full advantage of the greater potential

access to the EU market. The less privileged position given to the agricultural sector in the

Agreement could also pave the way for kindling the UMA trade liberalization process in this sector

for which UMA has adopted a separate protocol.

Still, in the absence of any significant reversal in the primarily outward orientation ofUMA's

trade towards EU markets, it is likely that the Barcelona multilateral framework would contribute to

the further marginalization ofthe UMA trade liberalization process over time.
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IV.2(c) Low degree of implementation by member States of the trade liberalization

scheme and other undertakings

Coupled with the impact of the Barcelona Agreement is the effect of the UMA

countries' conduct of their trade policy on individual basis without much reference to the UMA

framework. UMA does not appear to have played any role in its members* (Morocco, Algeria and

Tunisia) adhesion to the Barcelona multilateral framework and their signing of free trade agreements

with the EU in this context. The UMA trade protocol risks being further marginalized by the

continued reliance by the members on the existing bilateral trade agreements among them.

IV.2(d) Inherent difficulties in the UMA Trade Protocol

Some provisions of the UMA trade protocol do not seem to be conducive for its effective

implementation. Article 14 of the transitory measures gives the members a " carte-blanche" to

ignore the protocol if they perceived adverse consequences on their economies, while Article 15

allows parallel bilateral trade liberalization agreements between members to co-exist with the sub-

regional trade liberalization protocol. The problem with Article 15 lies in the fact that the bilateral

agreements vary from one country to another and are not quite consistent with the agreed sub-

regional framework. For example, Libya offers free trade access to products originating from

Tunisia and this offer is extended to ' other Maghreb and Arab countries. However, prior

authorization is required for exports benefiting from the preferential treatment. The same prior

authorization procedure is applicable to the agreement between Libya and Mauritania, but not

required in similar free trade accords between Algeria and its UMA partners nor by the UMA trade

protocol.

IV.3UMA'S TRADE LIBERALIZATION PROGRAMME, THE ABUJA TREATY AND WTO

REQUIREMENTS

IV.3(a) Extent of compatibility with the Abuja Treaty

Upon its entry into force (i.e. effective 17 May 1994), the Abuja Treaty requires each REC to

attain within a period not exceeding 25 years, the following objectives:

• A full fledged Free Trade Area (by year 2017) after a plan of action to stabilize and gradually

remove tariffs and non-tariffbarriers;

• A full-fledged Customs Union with a common external tariff.
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As intimated earlier, the original UMA time frame envisaged for its free trade and customs
unu>n (by 1992 and 1995 respectively) has passed without any significant progress. HowTver S
still has time to re-energ^e its trade liberalization process and attain its Customs Union if one were
to take into account the period of the Abuja Treaty.

The Abuja Treaty's "Protocol on the Reduction and Elimination of Customs Barriers in
Respect of Certain Goods to be traded within the Community" sets out model provisions to be
followed by each REC. A common list of groups of commodities is proposed for tariff and non-tariff
reductions as indicated in the table below;

GROUP I

GROUP II

GROUP III

GROUP IV

GROUP V

Food(Excluding luxury items)

Raw Materials:

(a) Agricultural

(b) Non-agricultural

Intermediate Goods

Manufactured Consumer Goods (excluding luxury items)

(a) Durable consumer goods(excluding "c" and "d"

(b) Non-durable consumer goods(excluding "c" and "d"

© Highly competitive consumer goods

(d) Consumer goods of particular importance to economic

development

Capital Goods (including transport equipment)

30%

50%

30%

65%

40%

35%

30%

70%
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Afcmj& Treaty k m &fi~£ogagiftg> a oosspretw&siYe ami

the African Economic- Community over $ 34-year time irame. It

is yet the most comprehensive expression of Africans desire to build a yiafete,

ide economic community, pacing great eittphasis on tfie role of

ic pt&moting economic selffiance &od ^ell-su&taked development
The fefewing is' n sunimary of the various stages atid time-table of the

commitments that have |>een entered into;

First... PhasefI95*4-1^9); This Is the pbase durkg whiclt member States

undertake to stret^tfaect their Subregional/Regjotial Economic

blocks for ^fee ABC,

Second F^ase(19^^0O7): l>uring this period, the taember States have,

to $ta&ftiz& tad£T barriers and aori^tailSf barriers-,

tees uhtMg as of J2 May 1994, ami t-b pyt^ue a

a*id iste^don of national pioficies asd the implementation of

multiaatkHsal programmes in all economic fields, in particular m

industry, transport

Jim'd Pjhase(2OQ^^?17): During tbis time frame, the member States have

resolved to consolidate th^sisdves mio free trade ^oiies and customs unions

tteough t^e o&sem&ee of li^e-tabies for the progressive elimiftadotj of alJ

tariffs, barriers and restrictions to their trade, TMs m &iso the stage where they

have undertaken to adopt common external tariffs vis a vis goods and services

ofcountries outside thmx

Fourth Phasef20i7»%£H 9); This phase is a precursorm the Ml realization ofthe

AfHe&H Comm&a Market and the African Economic

durfag wHch all j^ EBCs Twuld ha.ye^oordiri^t«d ai^i fearmonk^d; all pofidos
and. programmer in tr&d& m& me <?tfef^r sectors mentioned above. During tfeis

stage, there should be total Iree movement of persons asd the right of residence

and estahlisnuieat between aftd arnoug the RECs.

Phase(2ff1 %202%): At this levd, the continental Afrkan Common Market

re&ultkg from the rt5suits ofthe preceding phase should be visifole.

Ssfeh Fhajse(20^202S): Fmally, the dreani and vision ofthe African Economic

Community should be reata^d with a total integration of all sectes of huxnart

entovoyr m the ecoftctmlc, politick, social and cuJtural fields and wkh cotntiKm

structures, m& ^ciiities and functions mdudmg; a single AMcan Central Batik* a

single Aftican Currency; &Pau*African Parliament and; a Pan*A^ican Economic

and Monetary
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The other ancillary provisions of the Abuja Treaty in the area of trade liberalization,

shown in Box 2 are also worth noting:

The Protocol on. the simplificatkm and faamtonization of trade documentation{&a$ procedures

hih l

{$ p

which, tnter-alia. seeks to promote the standardization of trade, dactnfeeMs asd-information in

accordance with interoaiiootalty accepted standards, practices and gdcfeimes where appropriate, }t i9

also designed to facilitate the use ofautomated data processing teehmtjues in transim&mg trade date

between various parties md authorities involved in mtra-commun&y and international trade;

The Protocol on reexport .of good?; withiiy the African Economic Community, whfch prlnwMy

provides that goods originating either from the Community or a third country under temporary

admission should fee exempted from, export and import taxes (except for administration and service

char^iK normally applicable io similar imports and exports). Such goods, when re-exported, are

subject to the same import tax.es applicable ro similar products at the importing destination whether

from member States or third countries. However, in order to benefit from such tax relief the re

exports ought to take place within a period of one year effective the date of delivery a? tJw

destination

tvhicK defines the criteria for goods to be considered as orig&aiing front a Member State' in the

context of the trade liberalization process. These criteria include goods wholly obtained withjn the

Community or suflkiemiy transformed or processed if obtained from a third country

BOX 2

Comparatively, the UMA trade iiberalization scheme does not significantly deviate from the

regional standards except for some minor variations. The basic principles underscoring the rules of

origin, re-export of goods and the elimination of tariffs are preserved and a substantial product

coverage is evident.

With regard to the target dates for the elimination of tariffs, the UMA countries have adopted

a much shorter time frame. However, of crucial importance is the finalization of all the subsidiary or

accessory protocols to the main agreement for trade iiberalization. On this question, both UMA's

and the continental level processes have been tardive. On the UMA side, the rules of origin and the

unified 17.5% compensatory tax were adopted in January 1995 and April 1994 respectively

However, work in such areas as the simplification and harmonization of trade documentation and

customs nomenclature remains outstanding. With respect to the Abuja Treaty, the final adoption of

all ancillary protocols is yet to materialize.
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IV.3(b) Extent of compatibility with the WTO

The free trade and customs union arrangements in the context of the UMA regional

integration framework are currently not recognized by WTO because the UMA Treaty is yet to be

notified to and examined by WTO.

However in terms of membership, three UMA countries (Morocco, Tunisia and Mauritania)

have enlisted with WTO, but Algeria and Libya are non-members. It would be recalled that

membership to the WTO implies the extension of the MFN principle to all other members, which

imposes on Morocco, Tunisia and Mauritania the obligation not to discriminate between UMA

countries and WTO members that do not belong to UMA, in the application of UMA trade

preferences. The consequences for the UMA trade liberalization process is to make the preferences

pointless and to leave the UMA market space open to global competition.

In accordance with Article XXIV of GATT 94, the UMA trade protocol adequately

addresses trade within UMA in terms of the scope of products covered. The products stem from

such key sectors as agriculture and industry, which are sectors of tremendous trade and economic

significance to the UMA region.

As regards the time span for the removal of tariffs, the UMA's plan does not conflict with the

WTO target date ofyear 2004, assuming that the inaugural date of GATT 94 is the starting point for

regional arrangements to accomplish their free trade and customs union objectives.

It should, however, be pointed out that on account of their present difficulties, UMA has, at

least, some leeway to revise its calendar for the free trade and customs union up to the WTO time

limit. To this end, it is pertinent to draw attention to the need for UMA not only to quickly remove

present roadblocks to its trade liberalization scheme, but also to consider the effects that their current

individualistic approach to their trade policies and dealings could have on the UMA subregional

trade liberalization endeavour. In this regard, the countries should ensure that there is co-ordination

and harmonization among their bilateral and multilateral trade agreements, taking into consideration

their participation in the global trading system within the framework of the WTO.
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V. REGIONAL INTEGRATION IN WEST AFRICA: TRADE LIBERALIZATION

EXPERIENCES OF THE MAIN INTEGRATION GROUPINGS (ECOWAS AND UEMOA)

V.I ECOWAS

ECOWAS was set up in 1975, over 22 years now, to achieve a number of objectives

including the creation of a customs union and a common market in the sub-region and the

harmonization of policies and programmes in such sectors as agriculture, industry, transport and

communications, monetary and financial affairs. In addition, a compensation and development fund

was established to ensure equitable distribution of benefits, reduce or minimize gaps in the levels of

development ofthe member States, and contribute to the funding of programmes and projects.

As stated by the ECOWAS Executive Secretary in his annual report of June 1996, "the free

movement of goods and persons continues to be the central theme of the integration process".

Consequently, the issue oftrade liberalization is of tremendous interest to ECOWAS. In this context,

ECOWAS aims at abolishing all customs duties and taxes of equivalent effect on trade between its

members, removing all quantitative and administrative restrictions on trade, and eliminating all other

obstacles to the free movement of goods, services and capital. Ultimately, the objective of the

ECOWAS trade liberalization scheme is to establish a Customs Union over a period of fifteen (15)

years effective 1 January 1990, which is by year 2005.

V.1.1 CURRENT STRUCTURE OF TRADE LIBERALIZATION WITHIN ECOWAS

The principal elements ofthe liberalization scheme are as follows:

V.l.l(a) Preferential treatment

The ECOWAS trade liberalization programme covers three groups of commodities, namely:

unprocessed goods (i.e. livestock, fish, plant, mineral products, and many food items including

staples, that have not been subject to any industrial transformation process); traditional handicraft

products (i.e. articles made by hand with or without the help of tools, instruments or devices

including raw hides and skins, leather articles, wood and wood products, cotton products, carpets,

textile articles, umbrellas, ceramic products, mats and a whole range of goods), and; industrial

goods. The first two categories of products (unprocessed and traditional handicraft) benefit from:

complete exemption from import duties and taxes and are not subject to any quantitative restrictions

and payment of compensation for loss of revenue under the compensation mechanism.
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The treatment with respect to industrial products is in two steps: The first is the consolidation

and freezing of customs duties and other taxes of equivalent effect in force as of May 1979, banning

the imposition of new charges or increase in non-tariff barriers existing then. The second aspect is

the total elimination over a 15-year period effective 1 January 1990, of customs duties and taxes of

equivalent effect—depending on the following classification of countries according to their level of

industrialization—as well as of non-tariff and other administrative barriers.

Groups of Countries

Group 1

Cape Verde, Gambia, Guinea Bissau, Burkina Faso,

Mali, Mauritania, Niger

Group II

Benin, Guinea, Sierra Leone, Togo, Liberia

Group HI

Cote d'lvoire, Ghana, Nigeria, Senegal

Period of Tariff

Reduction

10 years

8 years

6 years

Rate of Reduction of Custom

duties and taxes

10% reduction each year

12.5% reduction each year

16.6% reduction each year

V.l.l(b) Rules of Origin

Like UMA, the ECOWAS rules of origin provide that;

• at least, 40 percent of the total cost of the raw materials used in the production of the goods

should originate from ECOWAS;

• where goods are produced with foreign raw material or intermediate inputs, the CIF value of

such materials should not exceed 60 percent ofthe total cost of all raw materials utilized;

• the rate of value-added processing should not be less than 35 percent of the ex-factory price

before tax; and

• enterprises wishing to benefit from the scheme should fill an application, which will be

considered at the national level by the appropriate authorities, and submitted by the national

focal Minister for ECOWAS affairs to the ECOWAS secretariat.

Initially, the rules of origin provided for a minimum of 25 percent participation of

ECOWAS nationals in the equity share of the enterprises, but this requirement has since

been withdrawn.
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V.l.l(c) Other Provisions

The ECOWAS trade liberalization scheme contains other provisions such as: The

establishment of ECOWAS development and compensation fund, with a dual purpose to

reimburse member States for revenue losses incurred as a result of the liberalization programme.

The facility is financed from members' contributions, calculated on the basis of their share of the

value of the intra-Community's exports of originating manufactured products. Part of the funds

also goes to finance priority integration projects. Others are the Inter-state road transit of

goods, which is designed to ease road transportation of goods from a customs office in one

member State to another, by waiving import duties and taxes and all prohibitions and restrictions,

and the mechanism for the harmonization of customs procedures and establishment of a system

for computerized processing of customs data, commonly referred to as ASYCUDA.

V.1.2STATUS AND KEY PROBLEMS OF IMPLEMENTATION OF ECOWAS TRADE

LIBERALIZATION PROGRAMME

Progress made in the ECOWAS trade liberalization programme, in comparison with

the goals and plans set out, can best be described as very modest. Achievements so far include:

the institution of a harmonized Customs and Statistical documents (particularly customs

declaration forms for export, re-export and for temporary admission and warehousing); a

complete liberalization of unprocessed and traditional handicraft goods; and the establishment of

ASYCUDA in a number ofECOWAS countries.

The main difficulties impeding the trade liberalization process are described in the

ensuing chapters:

V.1.2(a) Non-implementation of the compensation mechanism

The compensation mechanism, which is one of the new provisions of the revised

Treaty of ECOWAS, has not been able to take off, partly because the revised Treaty itself has

not been ratified by the required number of the member States for it to enter into force. As a

result, the legal basis for the operation of the compensation mechanism is obscure. It is plausible

that this has affected the payment of contributions from the member States, which should serve

to make the compensation mechanism function, even though these contributions are to be

derived from an 0.5% levy on imports from third countries, which, therefore, do not impose any

direct financial strain on the member States.
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V.1.2(b) Non-application of the preferences with regard to industrial goods where

compensation for losses is provided

Without the effective operation of the compensation mechanism, there is a lack of

keen interest to apply the trade preferences on the industrial goods. On the other hand, the

liberalization of trade in raw materials and traditional handicrafts has registered considerable

progress, without any compensation mechanism. This is possibly suggestive of the fact that once

a compensation mechanism has been agreed upon as an ingredient in the trade liberalization

equation, its implementation or the lack of it, can be an important determining factor for the

success or failure of the liberalization process.

V.1.2(c) Limited knowledge of economic operators about the existence of trade

liberalization programme.

It is observed that economic operators in the region, especially if they are illiterate,

either do not know or bother to know about the existence of such liberalization scheme and the

rights it confers on them.

ECOWAS is, however, currently making efforts through trade publications and other

documents to disseminate information relating to its trade liberalization scheme. According to the

ECOWAS secretariat, such efforts will be "part of the public enlightenment programme on the

intra-trade initiatives".

V.1.2(d) Impact of cross-border contraband trade

Although available statistics are sketchy on the subject, cross-border informal trade is

believed to have had a negative impact on the liberalization process, because it often includes a

wide range of imported goods which flood the domestic markets and unfavourably compete with

local products in both quality and price, as such goods dodge customs duties and taxes.

V.1.2(e) Direction of trade is mainly focused outside the ECOWAS region

The trade statistics between the period 1991-1993 provide a glimpse of a low level of

intra-ECOWAS export trade compared to the region's trade with third countries, in particular

the EU and the USA. There is also a significant import dependence on these developed trading

partners, representing about 43.2% and 37.2% respectively over the period indicated in table 2.

Thus, in spite of the elaborate trade liberalization scheme covering a wide range of goods of

trade interest within the ECOWAS member States, the countries depend on the outside world for

trade, mainly because they have similar production structures geared to exports of primary

commodities. These include minerals, timber, coffee, cocoa, and other raw materials for which

the demand is basically externally oriented. The outward-looking direction is also underpinned
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by foreign exchange earning motivations and the fact that the countries generally lack a strong

industrial capacity for diversified manufacturing goods. Under such circumstances, the trade

liberalization programme has not been able to significantly induce greater intra-ECOWAS trade

in manufacturing goods.

Table 2- Direction of Trade -ECOWAS countries

In Millions

REGIONS

ECOWAS

REST OF AFRICA

EUROPE

(inclEU)

EU

USA

CANADA, JAPAN,

CHINA, OTHER

ASIAN AND

LATIN AMERICA

COUNTRIES

OTHER

COUNTRIES

IMPORTS

1991

1344

314

6746

5982

965

2002

2749

14120

1992

1587

337

6595

5507

1109

1859

5101

16588

1993

1572

369

6724

5816

2227

1669

3198

15759

Average %age

share

9.7%

2.2%

43.2%

37.2%

9.3%

11.9%

23.8%

EXPORTS

1991

1723

622

8827

7906

5695

1375

1306

19548

1992

2076

609

8373

7894

6169

1369

198

18794

1993

2069

665

7447

6734

4716

1139

132

16168

Average %age

share

10.8%

3.5%

45,2%

41.3%

30.4%

7.1%

3%

Source: ECOWAS Handbook of International Trade, 1995.
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V.2 \ VEMOA

UEMOA represents yet another integration framework within the West African

economic space, formed primarily by the French-speaking countries of West Africa. It is the

successor of CEAO established in January 1994 to bring under one institutional umbrella, the

economic integration and monetary co-operation objectives of the members. These objectives

were being pursued under two separate and distinct institutional tracks i.e. CEAO and UMOA
respectively.

Before the conversion, CEAO had already reached a zero tariff level in its trade
liberalization programme and this programme was uniquely based on the concept of a flexible

and negotiated liberalization process, by which members were allowed to offer and negotiate
reciprocal concessions or preferences among themselves: The liberalization prbceisjj was
effectively buttressed by functional and full-fledged compensation and self-financing mechanisms,

the establishment of which was anchored on comprehensive studies, which formed the subject of

extensive debate and negotiations by the member States before final adoption. .','.'.' ,

As the table below indicates, over two decades of existence of the integration

groupings (1970-1990), the percentage share of intra-CEAO export trade to total exports, in
comparison with its counterparts in sub-Saharan Africa, showed a much greater trend.

Nevertheless, the situation with regard to the other Communities has since improved, particularly

for UDEAC where the impact of the devaluation of the CFA is reported to have contributed to a
much greater reliance on intra-community rather than external trade. It is reported that UDEAC
registered an increase of over 50% in intra-trade in 19951'.

Table 3 - Percentage share ofintra-zone export trade to the total exports of different free trade zones

I1 ECOWAS

CEAO

UDEAC

PTA

1970

2.9

6.3

4.8

8.0

1975

4.0

12.7

2.7

9.3

1980

3.5

8.9

1.6

7.6

1985

5.3

8.7 ,

1.9

5.5

1990

5.7

10.5

,. 3.0

5.9

Source: World Bank: Conference on New Dimensions in Regional Integration, April 1992

l' A study by ECA on barriers to trade in Africa.
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In November 1997, UEMOA revised its trade liberalization regime to a linear one as

follows:

• Effective April 1996, 30% reduction of tariffs, taxes and other charges of equivalent effect on

products originating from member States, subject to the approval ofthe appropriate authorities of

the Union;

• Total exemption from tariffs, taxes and charges of equivalent effect on all such products by April

1997;

• 5% reduction oftariffs on non-eligible industrial products;

• Elimination ofnon-tariffbarriers to intra-community trade; and

• Establishment of a customs union by January 2000 with a common external tariff (This was

initially planned to be achieved in 1998).

The compensation mechanism continues to operate under UEMOA with contributions

derived from the existing self-financing mechanism. The self-financing mechanism permits the member

States to impose a 1% community solidarity levy on imports from third countries. This rate has now

been reduced to 0.5% for UEMOA purposes. However, the members are free to apply the original

1% percent levy, which will enable them to cover their obligations to other regional groupings, in

particular ECOWAS.

UEMOA's trade liberalization was planned to proceed at a much faster speed, aiming at a

foil customs union by 1998. However, the calendar has recently been revised to the year 2000.

Unlike the other members, two ofUEMOA's member States, namely Mauritania and Togo, used to

belong to only CEAO and UMOA respectively, but not to both institutions at the same time. This

may have accounted for the reason why the present UEMOA Treaty provides for the maintenance of

UMOA as a separate and distinct entity on the basis of voluntary membership, in order to

accommodate the interests of these two members. This arrangement implies that a country may

belong to UEMOA but not necessarily to UMOA, which makes UMOA like a separate treaty within

the larger UEMOA Treaty. Nevertheless it is the aim of the UEMOA members by virtue of Article

112 of their Treaty, to adopt, in the fixture, a new arrangement that will completely merge UMOA

with UEMOA into a single and a unified entity.

VJ THE ISSUE OF CO-EXISTENCE OFECOWASAND UEMOA IN THE SAMEMARKET

SPACE

The co-existence of ECOWAS and UEMOA with overlapping membership within the

same sub-regional space should not pose difficulties for the sub-region's integration process, provided

that there is effective co-ordination and harmonization of their programmes. Without such close

collaboration, the dual members will be confronted with the application of mutually exclusive
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standards and rules. In the area of trade liberalization, such different norms and lack of common

standards can be a source of conflict, and contribute to cost inefficiency and a higher cost of doing

cross-border business.

For this reason, both UEMOA and ECOWAS have recognized the need for fostering

close co-operation between them and this should help address problems associated with

uncoordinated variable geometry systems within the same sub-regional market space. In this context,

technical co-operation between the two bodies has started through exchange programmes such as the

association ofUEMOA officials in ECOWAS meetings relating to the installation ofASYCUDA and

in sector-based deliberations ofECOWAS. However, this is not adequate. There is need to harmonize

the trade liberalization programmes between UEMOA and ECOWAS to start with. This can be

achieved either by ECOWAS adopting the relatively advanced trade regime of UEMOA or vice

versa. Harmonization rather than competition in this field will permit a more coherent sub-regional

market space in order to enable trade to flow more easily among all the members of the subregion.

The problem is, however, envisaged to disappear by the year 2000 when, hopefully, the two different

trade liberalization systems might converge towards a totally liberalized market space within the West

African sub-region.

V.4 ECOWAS AND UEMOA TRADE LIBERATION PROGRAMME, THE ABUJA TREATY

ANDWTO

V.4(a) Extent of compatibility with Ahuia Treaty

In terms ofthe time-table for establishing free trade areas and customs union, both

ECOWAS and UEMOA have a shorter period than that provided under the Abuja Treaty.

However, unlike UEMOA that has a better implementation record, ECOWAS will need to strictly

adhere to the revised time table it has established for attaining its free trade area and customs union

by the year 2000 and 2005 respectively. Critical to this is the need to set in motion the

compensation mechanism as well as the self-financing facility which will provide a source of

income for the former. The absence of these facilities is proving to greatly impede the ECOWAS

trade liberalization programme.

V.4(b) Extent of compatibility with WTO requirements

With respect to WTO, taken ECOWAS and UEMOA together, currently 14 of the 16

West African countries are members of WTO, with the exception of Liberia and Cape Verde. Both

treaties are yet to be notified to WTO for assessment, however in principle, the calendar, nature and

scope oftheir free trade schemes are in conformity with WTO's requirements.
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VI. TRADE LIBERALIZATION IN EASTERN AND SOUTHERN AFRICA

Economic integration in eastern and southern Africa is not a new phenomenon. The

Southern African Customs Union (SACU) was established in 1910. The defunct East African

Community had its origins in 1917 and was disintegrated in 1977 only to be replaced by the newly

formed Commission for East African Cooperation in 1993. The Common Market for Eastern and

Southern African States (COMESA - 1994) preceded by the PTA (1983), and the Southern African

Development Community (SADC - 1994) preceded by (SADCC - 1980), are the larger groupings in

the subregion.

VIA THE INSTITUTIONAL FRAMEWORK FOR COOPERATION AND INTEGRATION IN

EASTERNANDSOUTHERNAFRICA

VLl(a) The Cross Border Initiative (CBh

The Cross-Border Initiative (CBI) is yet another independent attempt at regional

harmonization. It is an attempt to address the regional dimension of trade liberalization and

deregulation which, it is argued, is missing from national structural adjustment programmes. The

initiative was launched in July 1990 at the Masstricht Conference on Africa. Its objective is to

promote regional trade factor mobility and investment opportunities in the context of generally low

trade barriers vis a vis the rest of the world. The initiative has been endorsed by various donors

including the EU, the World Bank, the IMF and the ADB, along with nearly 15 African countries.

It is recognized that although there is a common plan ofaction, the participating countries

are at different stages of liberalization and pursue separate efforts at subregional harmonization.

According to the plan of action, the participating countries were required to eliminate all intra-

regional trade barriers by the end of 1996 and establish a common external tariff by the end of 1998.

It must be stressed that the CBPs major thrust of activities is aimed at removing regulatory and

physical impediments to subregional trade and investment with a view to fostering and harnessing

cross border trade and investment flows. Many of its recommendations are compatible with the

objectives ofCOMESA, SADC, SACU and the Commission for East African Cooperation.
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VLl(b) Southern African Customs Union (SACU)

SACU was set up in 1910 as a customs union among the countries of South Africa,

Botswana, Lesotho and Swaziland. The Agreement was renegotiated in 1969 after the BLS countries

became independent. They were joined by Namibia when the country attained independence in 1990

i

The Customs Union Agreement of 1969 is the only Agreement regulating trade among

these countries and there are no separate protocols or separate agreements to the Treaty. There is,

however, a Memorandum of Understanding on Road Transportation signed in 1990 involving South

Africa, Botswana, Lesotho and Swaziland but it is not trade related and can be likened to the

Monetary Agreement between South Africa, Lesotho, Swaziland and Namibia. SACU is in effect a

full Customs Union and meets the obligations of the World Trade Organization (WTO). Its trade

liberalization process is discussed in a later section.

VLl(c) The Preferential Trade Area (now the Common Market for Eastern and Southern

African States (PTA - COMESA)

This sub-regional integration entity was established in 1983 and by 1994 almost twenty

countries were members. The original mandate of PTA was quite large: its objectives were to

promote trade among member States and development in industry, agriculture, human resources and

transport and communications. Action has however focused on trade promotion the main instruments

ofwhich have been tariff preferences and the establishment of a PTA Clearing House.

In 1994, PTA was transformed by a new Treaty establishing the Common Market for

Eastern and Southern African States (COMESA) with the objective of establishing within a period of

ten years, a free trade area, a customs union with a common external tariff, and eventually a common

market2/. The tariff reduction programme is expected to be achieved by year 2000. The COMESA
Treaty does not differ significantly from the PTA Treaty except for the inclusion of a clause on

sanctions and possible expulsion for non-compliance with the provisions ofthe Treaty. Trade among

COMESA member States is low and compliance to COMESA rules has not improved.

Treaty ofthe Southern African Customs Union SACU (1969).

See Treaty ofthe Community ofEastern and Southern African States (1994).
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VLl(d) The Southern African Development Community (SAPO

The SADC evolved out of the Southern African Development Coordinating Conference
(SADCC) established in 1980. The SADC formation was specifically aimed at reducing dependence
on the outside world, particularly South Africa, and to promote subregionai cooperation. The

promotion of subregionai trade was, initially, not part of its objectives. But the Treaty establishing

SADC (1992) deals with trade integration providing for the reduction of tariff and non-tariff barriers
to intra-SADC trade.

A Protocol on Trade was signed in August 1996, which provides for the elimination of
barriers to intra-SADC trade, elimination of import and export duties and removal of non-tariff
barriers including quantitative import and export restrictions. The elimination of barriers to trade is
expected to be achieved within a time frame of (8) eight years following the entry into force of the
Protocol 4f.

All member countries of SADC except South Africa, Botswana, Mozambique and
Seychelles, are also members of COMESA. The current membership is reflected in the table in the
annex.

VLl(e) The Commission for EastAfrican Cooperation (EAC)

Kenya, Tanzania and Uganda, former countries of the East African Community,
established the Commission for East African Cooperation in 1993. The three countries by virtue of
being members of COMESA are also bound by the COMESA programme on trade liberalization.
The thrust of the EAC is to promote productive investment in the area and thus achieve accelerated
development.

VI.2 THE STRUCTURE OF TRADE LIBERALIZATION IN EASTERN AND SOUTHERN
AFRICA

This section will analyze the trade liberalization of SACU, SADC and COMESA. The
EAC countries will be subsumed in COMESA as they follow the trade liberalization of COMESA
albeit at a faster pace than the other members ofCOMESA.

4'SADC Protocol on Trade (1996)
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VI.2.1 Trade Liberalization in the Southern African Customs Union (SACU)

The SACU, established in 1969, has the following objectives:

• creation of a common customs area;

• free interchange of goods and services between member Countries in the common customs area

(CCA);

• economic development of the common customs areas as a whole, in particular of the less

advanced members ofthe SACU and diversification oftheir economies; and

• sharing equitable benefits among all members ofthe SACU.

SACU, comprising Botswana, Lesotho, Namibia, Swaziland and South Africa, has a

combined population of nearly 43 million. Industrially, economically and in terms of investments,

South Africa dwarfs the BLNS countries combined.5'

The dominance of South Africa is reflected in the provisions relating to the establishment

and operation of the SACU. The treaty provides that the laws relating to customs and excise duties

shall be the same in member countries as are in force in South Africa from time to time.6. " Goods

grown, produced or manufactured in the SACU are subject to the same excise duties as are in South

Africa.

Free interchange of goods in the SACU is assured by the provision that neither duties nor

quantitative restrictions (QR) can be imposed by participating members on goods grown, produced or

manufactured in the CCA. There are no rules of origin requirements and the Agreement is silent on

value added. But a consensus has evolved that traded products must have 25% local content. The

Agreement provides for no certification and the usual documentation used in international trade is not

required within the SACU area. However, member countries are required to consult each other from

time to time on matters affecting production, consumption and marketing of agricultural commodities.

Cobbe James H., "Integration Among Unequals, the Sothern African Customs

Union and Development; World Development Vol. 8 No. 4, 1980.

6 SACU An. 10.
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Their excise and customs regulations are harmonized - a crucial ingredient of any

functional economic integration as this facilitates coordination and cooperation. Initially, the SACU

member countries reached an agreement that established a Rand Monetary Area (RMA), but this no

longer exists. However, the other countries of SACU still treat the South African Rand as their unit of

account for purposes oftrade within SACU.

The SACU Agreement has a provision for sharing of equitable benefits arising from trade

among member States and with others. The benefits are actually customs and excise duties which are

paid into the Consolidated Revenue Fund of South Africa referred to as the "common revenue pool of

the common customs area". The BLNS conceive ofthis revenue as countering the negative effects of

polarization.

Total intra SACU trade in 1993 was R16.9 billion with trade balance heavily in favour of

South Africa. Lesotho, Swaziland and Namibia purchase approximately 90% of their requirements

from South Africa while Botswana's volume of trade with that country is 80%. Globalization of the

world economy is not expected to have much of an impact in terms of diversifying the trade patterns

ofthe BLNS countries because ofthe long history ofdependence on South Africa.

SACU is a full pledged customs union and meets all the obligations and commitments of

the WTO. A lesson to be drawn from SACU is that it works well although it is a customs union of

unequals and there is enough political will to make it work.

VL2.2 Trade Liberalization in the Southern African Development Community (SAPQ

The SADC Protocol on Trade was signed in Maseru, Lesotho by all SADC members in

August 1996. The objectives ofthe Protocol are to:

• further liberalize intra regional trade in goods and services on the basis of fair, mutually equitable

and beneficial trade arrangements, complemented by protocols in other areas;

• ensure efficient production within SADC reflecting the current and dynamic comparative

advantages of its members;

• contribute towards the improvement of the climate for domestic, cross-border and foreign

investment;

• enhance economic development, diversification and industrialization ofthe region; and

• establish a free trade area in the SADC region.
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SADC has set a target of8 years for eliminating all barriers to intra-SADC trade. Also to

be eliminated are import and export duties, non-tariff barriers and quantitative import and export

restrictions. In order to realize these objectives SADC has instituted a variety of trade instruments
which include:

• rules of origin, where originating goods shall be eligible for Community treatment in accordance

with the provisions ofAnnex 1 ofthe Protocol;

• trade facilitation, where member States shall, as provided in Annex HI of the Protocol on Trade,

take such measures as are necessary to facilitate the simplification and harmonization of trade

documentation and procedures;

• transit trade, where products imported into, or exported from a member State shall, as provided

for in Annex IV of the Protocol on Trade, enjoy freedom of transit within the Community and

shall only be subject to the payment ofthe normal rates for services rendered; and

• Preferential Trade Arrangements, where member States may maintain preferential trade and other

trade related arrangements existing at the time ofentry into force ofthe Protocol.

Currently, trade within SACU and SADC is heavily oriented towards South Africa at the

same time as South Africa is negotiating with the EU for a trade treaty. Current trade negotiations

with Europe present a window of opportunity for South Africa because South Africa's trade strategy

hinges on export promotion through trade liberalization. South Africa needs investment to create

capacity in the export sector. Since its experience with investment has been marginal, a trade treaty

could lend credibility to, and sustain, trade liberalization in order to stimulate the economy, especially

in the exportable production sectors ofthe economy.

But the main concern for the SACU and SADC countries is that a reciprocal trade

agreement between Southern African trading groupings and the EU will undermine their small

manufacturing sectors and subject them to competition from European producers. Counter

arguments are that the smaller countries ofSACU and SADC would gain from a free trade agreement

between South Africa and EU because they would benefit from cheaper imports.

VL2.3 Trade Liberalization in the Common Market for Eastern and Southern Africa (COMESA1

COMESA, a successor organization to PTA, was effectively established in December

1994 following the ratification of its treaty by fourteen countries which came into force on 8

December 1994. Article 45 ofthe Treaty establishing the Common Market for Eastern and Southern

Africa (COMESA) provides that •there shall be progressively in the course of a transitional period of

ten years from the entry into force ofthe Treaty, a Customs Union among member States. Within the

Customs Union, customs duties and other charges of equivalent effect imposed on imports shall be

eliminated".
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Non-tariff barriers including quantitative or like restrictions or prohibitions and

administrative obstacles to trade among the member States shall also be removed. Article 47 of the

Treaty stipulates that "the Member States also agree to the gradual establishment of a common

external tariff in respect of all goods imported into the COMESA from third parties within a period of

ten years from the entry into force ofthe Treaty and in accordance with the schedule to be adopted by

the Council". In view ofthe date of 8 December 1997 as the time of entry into force ofthe Treaty, a

Customs Union is expected to materialize in year 2007. With a membership of 20 countries,

COMESA is the largest integration grouping and has the most ambitious trade programme. Its trade

provisions are derived from the PTA Treaty, Authority decisions, COMESA Treaty and Protocols,

Rules ofOrigin and Transit, Trade and Transit Facilitation as well as the Clearing House.

VL2.3(a) Elimination of Tariff and Non-Tariff Barriers

The COMESA tariff reduction programme started in 1984 and was based on the

Common List of Commodities. The Common List approach was later abandoned in favour of an all

embracing approach of goods produced in the subregion. The reduction programme from original

tarifis is 60% reduction from the national rate by October 1993, 70% reduction by October 1994,

80% reduction by October 1996, 90% reduction by October 1998 and 100% reduction by year 2000.

However, a major hurdle has been that ofnon-compliance to the programme by some member States.

Five countries have so far reduced the national tariff rates by 80%, three by 70% and a further three

by 60%. Three enjoy a derogation, leaving six countries that have not complied with the decision to

publish COMESA tariffs.

With regard to traditional non-tariff barriers, tremendous progress has been achieved and

virtually all have now been eliminated with the exception of such issues as delays in processing visas

for business travel, cumbersome bureaucratic customs procedures, cumbersome customs

documentation (inspite of the existence of a single customs declaration certificate), inadequate port

facilities etc.

VL2.3(b) Rules of Origin

The COMESA Rules of Origin as they applied to goods during the era of the PTA was

seen as hampering intra-COMESA trade. During the early 1990s there was a relaxation of the rules.

The current practice is that goods should be consigned directly from a member State to a consignee in

another member State if:

(i) they have been produced in member States wholly or partially from materials imported from

outside the member States or ofundetermined origin by the process ofproduction which affects a

substantial transformation ofthe materials and if:

• the CIF value ofthese materials does not exceed 60% ofthe total cost ofthe materials used in

the production ofthe goods;
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• the value-added resulting from the process of production accounts for at least 45% ofthe ex-

factory cost ofthe goods or if they are;

(ii) they are produced in the member States and designated in a list by the Council upon the

recommendation of a special COMESA Committee to be goods of particular importance to the

economic development of the member States and containing not less than 25% of value-added

notwithstanding the provisions ofparagraph 1 ofthe COMESA Rules ofOrigin.

In its programme of liberalization to achieve a customs union, COMESA intends to

establish a Common External Tariff (CET) by year 2004 with the following customs duty rates: 0%

on capital goods; 5% on raw materials; 15% on intermediate goods and 30% on final goods.

The success of a free trade area depends on the establishment of a system of rules and

disciplines that govern origin. Rules of origin regulate conditions of access to the preferential market

area when there is no CET among partners. Rules of origin therefore assist to avoid trade deflation

where goods are imported from non-member countries via a member State of the preferential trade

area with low tariffs.

Some of the problems that relate to the efficient application of rules of origin are factors

such as exchange and interest rates movements that might impact negatively on the economies of

small states. Other factors relate to inefficiencies in the allocation of resources and inequalities, in the

distribution ofbenefits among unequal partners.

VL2.3(c) Trade Facilitation Measures

A number of trade facilitation measures have been undertaken in the sub-region,

and COMESA has instituted programmes designed to facilitate trade and strengthen the

integration process. The aim of the ASYCUDA/EUROTRACE programme is to set up regional

a computerized system for customs and foreign trade statistics. The programme will make it

possible to:

(i) apply international standards with standardization of data by introducing a common method based

on a single customs document and a nomenclature based on a harmonized system;

(ii) computerize the processing and analysis of foreign trade statistics using EUROTRACE software

developed by Eurostat;

(iii) set up a centre responsible for maintaining and developing the ASYCUDA and EUROTRACE

software at regional and national levels; and

(iv) disseminate the common rules in computer readable form.
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Other trade facilitation projects include the trade information network (TINET) on data

and data exchange, and the introduction of the COMESA Customs Declaration Document expected

to replace all documents currently used in the export, import, transit and warehousing, and customs

clearances. To this effect, a Protocol on Transit Trade and Transit Facilities was signed by COMESA

member States in 1993.

With regard to the COMESA Clearing House based in Harare, Zimbabwe, a number of

problems have recently emerged. The volume oftransactions through the Clearing House by member

States is progressively declining mainly due to the liberalization offoreign exchange by many countries

ofthe subregion.

VL3 SACU, SADQ COMESA TRADE LIBERALIZATION PROGRAMME AND THE ABUJA

TREATYAND GATT/WTOREQUIREMENTS

VL3fa)Extent of Compatibility with the Abuia Treaty

The Eastern and Southern African RECs of the SACU, SADC, COMESA and

EAC have taken integration seriously. The programmes oftrade liberalization are on course with

SACU having reached a high level oftrade liberalization, which is the fourth phase in accordance

with the Abuja Treaty. Intra subregional trade is now growing at a high rate of20% per annum

although the volume ofintra subregional trade is still low at barely 7% ofthe total. South Africa

is the economic locomotive of the subregion with a dominant economy five times that of all

COMESA countries put together.

Although the EAC is a recent creation, the pace of its liberalization programme is

impressive and the programme fully complies with the timetable of the AEC. In terms of the

Abuja Treaty, the Eastern and Southern African RECs have already attained phase two and are in

the process of evolving into phase three, which is that of FTAs. Accordingly, the RECs of the

subregion are in the fast lane ofthe integration and liberalization process in Africa with SACU at a

very advanced stage compared to all the RECs in Africa.

VL3fo)E:rtent of Compatibility with GATT/VYTO

The SACU, SADC, COMESA and EAC agreements have been notified to WTO

and virtually all constituent countries are members ofWTO with the exception ofthose affected by

political and social turmoil such as Somalia,

From the perspective ofArticle XXIV ofGATT 94, the SACU Agreement meets

all the obligations in terms of the scope of products covered because SACU is a full Customs

Union with full trade liberalization. However, in southern Africa, a pertinent issue is South
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Africa's overwhelming dominance and its recent strategy for an outward oriented economy,

which, from an economic perspective, would divert trade from SACU and possibly undermine the

economies ofthe smaller states.

In the case of SADC, since its Protocol on Trade is a recent instrument it will

attain the status of a free trade area in 2005, that is eight years after ratification, and would,

therefore, need adjustments to WTO rules. But COMESA, and within it, the EAC, are expected

to achieve the stage ofFTA by year 2000 and that of Customs Union by year 2004 in accordance

with GATT/WTO rules.

VL4 SOME CHALLENGES OF TRADE LIBERALIZATION IN EASTERNAND SOUTHERN

AFRICA

There are asymmetries in the development of the countries of the subregion. Some are

more developed than others. Disparities in the development processes have a bearing on the

distribution of gains to be derived from economic integration. Disparities complicate the need to

attain closer integration. While these countries recognize the benefits of trade liberalization, the

realization of these benefits by weak economies will depend on their capacities to increase their

participation and compete more vigorously. Failure to adjust rapidly because of structural weaknesses

could have a negative impact on their economies.

These countries suffer from acute shortages of foreign investment and foreign exchange.

Their economies need to be stimulated to activate exports. Since the purpose oftrade liberalization is

to get relative prices right in the tradeables sector in order to improve the efficient allocation and

utilization of resources for exports, incentives must be generated which should lead to increased

investment in the exportable window of the economy. Failure to achieve this prescription could lead

to policy reversals in the liberalization programmes as has been witnessed in Zambia recently. Failed

liberalizations tend to put the credibility of reforms into question and generally impact negatively on

prospects for investment.

The other problem feeing the countries of the subregion relates to convincing investors

that the countries' monetary and fiscal policies are sound and consistent with the overall macro-

economic environment. By reducing uncertainty, macro-economic stability allows investment and

savings decisions to be made in a manner consistent with underlying economic fundamentals. In other

words, if trade liberalization is inconsistent with fiscal policies, signed agreements with GATT/WTO

may not hold.

Finally, most governments ofthe subregion do not only suffer from an economic crisis but

also a political one such as in Congo, Somalia and the Great Lakes countries. There is need for policy

complementarities that will allow the trade liberalization process in the sub-region to go in tandem

with financial liberalization, good governance and human resource policies espousing investment in

education and human capital, ifthey are to be sustainable.
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VIL LIBERALIZATION OF TRADE IN CENTRAL AFRICA

Three main economic integration groupings, namely UDEAC/CEMAC, ECCAS and

CEPGL, co-exist within the Central African sub-region.

ECCAS has virtually ceased to operate since 1993 when attempts to organize its Summit

failed. While ECCAS member States signed a Treaty in March 1994 to create a new entity called

CEMAC, Zaire, which is a member of this REC, proceeded in September of the same year to join

COMESA. Two other members ofECCAS, namely Rwanda and Burundi had already acceded to the

membership ofCOMESA. Moreover, the Central African Clearing House, which is the only ECCAS

institution that continued to operate in spite ofthe splintering, has also closed shop.

The analysis of this section will mainly focus on the UDEAC/CEMAC, taking into

account the CEPGL countries which, in spite of their difficult national situations (mainly due to war),

have continued to participate in COMESA activities.

VEL1 CUSTOMS AND FISCAL REFORMS AND TRADE LIBERALIZATION IN

UDEAOCEMAC

In June 1993, almost a year before the signing ofthe Treaty establishing CEMAC and six

months prior to the devaluation ofthe CFA currency, UDEAC launched a regional reform programme

(RRP) which basically aimed at simplifying and harmonizing its various customs and fiscal

instruments, such as the uniform tax concept (taxe unique), the complementary tax (taxe

complementaire) and the other systems of direct and indirect taxes.

The new customs and fiscal regime consisted of the following: a common external tax

(tarifexterieur commun[TEC])\ a generalized preferential tax(tarif preTerentiel g6neralise[TPG]); and

a turnover tax (taxe sur le chiffre d'affaire (TCA) /.

The common external tariff(CET) involves four tax rates as indicated below, which are

applied to four different categories ofgoods imported from third countries:

• 5% on essential goods;

• 10% on raw materials and equipment;

i Fiscal and Customs Reform: New fiscal and customs regime edited by UDEAC
Secretary General, April 1997.
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• 20% on intermediary goods; and

• 30% on general consumable goods.

As part of the common external tariff, a temporary 30% surtax to remain in force for a

period of six years(two years theoretically) will be applied solely on goods subject to quota restriction.

The generalized preferential tax, which replaces the previous uniform tax and which, in

principle, should cease by January 1998, is applicable to intra-community trade in respect of goods

originating from UDEAC. The rates are:

o zero percent on raw materials; and

• 10 percent ofthe relevant CET rate with respect to the other products.

The turnover tax is designed to replace a range of indirect taxes on production,

consumption and services and simplifies the internal tax regimes ofthe UDEAC member States. The

fact that the value of certain inputs is deductible will facilitate steps towards introducing a VAT

system.

In this regard, it is important to point out that at the 59th session of the UDEAC's

Executive Committee held at Libreville in June 1997, each member country was requested to fix a

deadline for the introduction of TVA. Congo introduced it in June 1997 while Cameroon was

expected to do so in July 1997.87

VII. 2 EVOLUTIONOFINTRA-UDEAC TRADE

As the table below indicates, intra-UDEAC trade, both in terms of exports and imports,

increased in 1996 by about 2.7 times the 1993 figure, bearing in mind that it was during the latter year

that the reform process was initiated. As can be observed, a constant and significant increase in intra-

community trade was realized, with a rate ofincrease ofabout 167% in 1996 over 1993.

Total Trade(in millions ofFCFA)

Imports plus exports

Percentage increase

1993

28.865

1994

37.257

29%

1995

50.973

37%

1996

76.837

51%

8.UDEAC-CEMAC,Echod'Aujourd'huiNo. 5, July 1997.
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Source: Anuaire du Commerce inter-Etats, UDEAC, October 1997 (Bulletin of Trade between

UDEAC member States, October 1997)

However, compared to UDEAC's total trade with the rest of the world, intra-UDEAC

trade still remains weak, averaging about 1.2 percent of total trade over the period considered.

Without the dominant position of oil, which constitutes about two-thirds of the export trade, intra-

UDEAC trade in non-petroleum goods represents 2 percent of total trade, which rose from FCFA

4.092 and 4.713 billion in 1994 and 1995 respectively to 6.020 in 1996, representing a 165 percent

increase.

VIM UDEAOCEMACand WTO

UDEAC, like SACU, is one of the exceptional integration groupings in Africa which has

been able to attain the level of customs union with almost complete harmonization of internal taxes

and the establishment of a common external tariff. It expects to move rapidly towards a common

market and an economic union.

With respect to GATT 94 and WTO agreements, UDEAC's Executive Committee has

recommended the creation of a Committee within each member country to follow up on issues

relating to these agreements, while overall coordination would be assumed by the Permanent

Commission on Trade and Investment, a recently created organ ofthe UDEAC.

The Executive Committee has also requested the UDEAC secretariat to expedite the

study on those policies ofthe member States that are not in tune with the world trading system, with a

view to establishing a common community policy conforming to WTO norms.9' All these efforts
clearly illustrate the commitment ofthe UDEAC countries to the principles ofGATT 94/WTO.

9/ UDEAC-CEMAC, Echosd'aujourd'hui No.5, July 1997, pages 2-3.
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vm. conclusions

Considering the low level of development of the African countries, the severe structural

and production impediments to their trade expansion, and the limited probability of any substantial

market penetration on the global scene, particularly in the developed countries, it would be unrealistic

to estimate that the African countries can easily jump on the current world free trade and globalization

bandwagon for a smooth ride. Secondly, there is a potential backlash of liberalization of world trade

and globalization in terms of the possibility of the African countries destroying their fragile domestic

industries as a result of intense foreign competition from the well entrenched manufacturing capacity

of the developed countries. Evidence of this was recounted by some countries at the UNCTAD IX

Conference held in South Africa.

Consequently, the African countries, from various declarations and resolutions, are

desirous to encourage trade among themselves and promote a collective development process through

a regional integration pact, embodied in the Treaty establishing the African Economic Community

which came into force in May 1994, ofwhich trade liberalization constitutes an important component.

Thus, barriers to the flow ofgoods and services would be lowered, while maintaining a certain amount

ofbarriers to third countries, thus hopefully allowing for substantial trade creation and trade diversion,

which can positively impact on the industrialization and economic development ofthe members.

However, on the whole, with a few exceptions, not much progress has been made on the

objective to establish free trade areas in Africa let alone customs unions, in spite ofthe fact that many

ofthe subregional integration groupings have been in existence over a considerable period of time. A

combination of problems including institutional incapacity, lack of enforceable convergence criteria,

possible apathy on the part of certain member States, and externally-oriented trade patterns of similar

export commodities, has contributed to protracted delays. Moreover, the effective implementation of

mechanisms designed to address uneven gains from the trade liberalization process, by virtue of the

economic diversities ofthe constituent members, has been an arduous task for a number ofthe RECs.

At the continental level, the finalization and adoption process for the various subsidiary

protocols ofthe Abuja Treaty has not been very encouraging, given the time that has elapsed since the

ratification ofthe Abuja Treaty.

On the specific issue of trade, it is the subregional integration groupings themselves that

have fashioned out their own trade liberalization schemes and modalities without the benefit of the

Africa-wide Protocol on the reduction and elimination of customs barriers and its ancillaries designed

to set the agenda in this area, but which are yet to be finalized and adopted. This, therefore, raises the

question as to the timely utility of such a continental trade liberalization protocol which, initially, did

not appear to be have been derived from, or anchored on, the reality existing within the RECs.

However, according to latest developments, the situation is rectified.
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With respect to the issue of convergence with WTO requirements, the immediate problem

lies in the lack of notification of the majority of the RECs' treaties to WTO for assessment. In the

absence of this communication, the African members of the WTO who belong to the RECs

concerned, have to conduct their trade with both members of their respective RECs and other

members ofthe WTO without discrimination. The target 10-year time frame envisaged in the WTO

requirements for free trade zones and customs union should not pose a problem for all the RECs,

provided that their present respective time tables will be strictly adhered to.

However, at the continental level, the indicative 23 to 25 year time frame for the

attainment of a free trade area and a customs union within each subregion is over twice the period of

WTO. A reassessment of this time schedule will, therefore, be necessary to comply with the WTO

target date, while ensuring harmonization with the RECs' plans of action for achieving their free trade

and customs union objectives. On this basis, year 2005 will, in principle, be the most appropriate

target date for achieving a continental-wide free trade zone and custom union instead of the year

2017-2019.

However, in view of the problems being encountered by most of the RECs in the

implementation of their trade liberalization schemes, an alternative scenario is to keep the original

target dates(2017-2019) set in the Abuja Treaty as a basis of negotiation with WTO. In this regard,

the Abuja Treaty with these dates can be notified to and negotiated with WTO as a continental

framework. In this regard, the member States would have to advance compelling reasons to justify

this longer period. Nevertheless, if one were to consider such mitigating factors as the LDC status of

the majority of the countries in Africa, then it is quite conceivable that WTO would have no serious

objection to the 23-25 years time period of the Abuja Treaty for establishing free trade areas and

customs unions in Africa.
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ANNEX

Membership subresional trade srouvines: Eastern andSouthern Africa

Country

Angola

Botswana

Burundi

Comoros

Congo, Democratic Rep.

Djibouti

Eritrea

Ethiopia

Kenya

Lesotho

Madagascar

Malawi

Mauritius

Mozambique

Namibia

Rwanda

Seychelles

Somalia

South Africa

Sudan

Swaziland

Tanzania

Uganda

Zambia

Zimbabwe

COMESA

(1983/1993)

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

SADC

(1980/1994)

X

X

X

X

X

X

X

X

X

X

X

X

X

SACU

(1910)

X

X

X

X

X

CBI

(1990)

X

X

X

X

X

Obs

X

X

X

X

X

EAC

(1993)

X

X

X

Obs = Observes status




