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Introduction

The relations between the European Union (EU) and the African Caribbean and
Pacific states (ACP) date back to the Treaty of Rome, containing provisions concerning
mutual cooperation. The Cotonou Agreement, signed in 2000 and concluded for a term
of 20 years, marked a new stage in the development of mutual trade relations. An im-
portant element of the Agreement was to negotiate Economic Partnership Agreements
(EPAs) during a specified period. Those were supposed to be agreements providing for
a progressive removal of barriers to trade on a mutual basis, including the liberalisation
of essentially all trade in goods, as well as for reducing obstacles in other trade-related
areas, e.g. trade in services. Basically, EPAs were intended to support regional integra-
tion between the ACP States, to promote their development and to contribute to poverty
eradication in the countries concerned. Negotiations on EPAs are conducted in several
regional areas, including Southern Africa.

The group of countries functioning in the region, referred to as the Southern African
Development Community (SADC), comprises fifteen countries but only half of the mem-
ber states are engaged in the SADC EPA negotiations (Angola as an observer, Bot-
swana, Lesotho, Mozambique, Namibia, South Africa and Swaziland). The very fact in-
dicates a certain disparity between the goals set by the European Union and their actual
implementation, particularly towards promoting regional economic integration in Africa*,

The article aims to present the benefits and costs for the SADC member countries
of the conclusion of EPA and of the implementation of trade liberalisation thereunder, in
the light of their trade relations with the European Union. The hypothesis adopted is that
for the majority of the SADC countries entering into the agreement will involve improved
access for their products to the EU market. The assessment of the advantages and
disadvantages of the conclusion of an EPA will take account of a situation in which the
countries of the region would not sign an EPA: how their customs status would change
and whether it would affect the conditions of trade with the European Union.

The article employed an analytical and descriptive method based on sources from
the national and international literature, secondary legislation of the EU in the form of
regulations as well as on EUROSTAT statistics.

1. Southern Africa

Southern Africa is a relatively well-developed region on the African continent. This
position is earned by the Republic of South Africa (the RSA or South Africa), the most
important economy in the region and simultaneously the second largest African econo-

* Both the Cotonou Agreement and the SADC EPA refer to promoting, supporting and strengthening regional
integration. See: The Cotonou Agreement (Section 3) and the SADC EPA Article 1 (b) and Article 3.
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my behind Nigeria (for more see: Rynarzewski, Nawrot, Zajaczkowski & Cieslik, 2017,
pp. 133-152). Apart from South Africa, the region, accounting for one-third of the area
of the continent, includes fourteen more countries, very differentiated but, as a whole, in
2015 they achieved an average GDP growth rate (3.2%) significantly above the African
average (2.2%). As a result, in that part of Africa average GDP per capita (USD 3,549)
is nearly double the figure for the whole continent (USD 1,958) [Table 1].

Table 1. Area, population and GDP of the SADC-EPA Group countries with Angola, the SADC and Africa

in 2015
Area (k) Population GDP . G!)P GDP
(thousand persons) | (USD million) | per capita (USD) | growth rate (%)
Angola 1246 700 25022 115143 4602 0.9
Botswana 581 750 2200 14410 6 369 1.7
Lesotho 30360 2200 2049 960 1.6
Mozambique 799 380 26 400 14798 529 6.6
Namibia 284 290 2459 11559 4701 5.3
South Africa 1219 090 55 654 316 139 5802 1.3
Swaziland 17 360 1300 3927 3 052 1.1
SADC-EPA 4161 570 115235 478 070 4 336 2.2
DR Congo 2 344 860 77 266 37 587 486 7.7
Madagascar 587 295 23650 9703 400 3.1
Malawi 118 480 16 832 6430 374 29
Mauritius 2040 1264 11683 9175 35
Seychelles 460 97 1377 14 276 5.0
Tanzania 947 303 53470 45 628 853 7.0
Zambia 752 510 16212 21243 1310 29
Zimbabwe 390 757 14 240 5229 335 14
SADC 9305275 318 266 616 950 3549 3.2
AFRICA 30 370 000 1184 501 2273 552 1958 2.2

Source: own study based on: (African Statistical Yearbook 2017).

In the literature, there are two conflicting views on the role of South Africa in Sub-
Saharan Africa. On the one hand, the economic power of South Africa is treated as
a potential threat to regional integration; on the other hand, it is seen as an opportunity
for regional development (for more see: Borgatti, 2011, pp. 471-481). Undoubtedly,
South Africa is instrumental in both communities functioning in that part of the continent,
i.e. the Southern African Customs Union (SACU) and the Southern African Development
Community (SADC).

The SACU is the world’s longest-lasting customs union, with colonial roots and dating
back to 1889. In addition to South Africa, it comprises Botswana, Lesotho, Swaziland
and Namibia (referred to as BLSN). Apart from a common external tariff, the mem-
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ber states also have a common excise tariff (for more see: McCarty 2003, pp. 1-36;
Michatowski 2011, pp. 186-197); furthermore, the member states (with the exception of
Botswana) belong to the Common Monetary Area, originating from the Southern African
Rand Monetary Area (for more see: Mtodkowski, 2007, pp. 172-227).

The other group in the region is the Southern African Development Community, es-
tablished in 1992 from the Southern African Development Coordination Conference
(SADCC) functioning until 1980. The reasons for the formation of the SADCC were
purely political and focussed on strengthening regional cooperation between the then
member countries (Angola, Botswana, Mozambique, Tanzania, Zambia, Zimbabwe,
Lesotho, Malawi, Swaziland and, from 1990, Namibia) in order to reduce economic de-
pendence on South Africa. At that time, a proposal for establishing a customs union was
rejected and emphasis was placed on sectoral integration, including in particular the
development of transport and communication, followed by the energy sector, industry
and agriculture (Foroutan, 1993, pp. 241-242). The end of the apartheid era, the trans-
formation of the SADCC into the SADC and the resulting accession of South Africa led
to the formation of a bloc playing the dominant role, both politically (due to the position
of South Africa) and economically (the highest combined GDP on the continent) (Dinka
& Kennes, 2007, p. 8).

In the 2010s, in addition to the above-mentioned countries, the SADC also includes
Mauritius (from 1995), the Democratic Republic of the Congo and Seychelles (from
1997) as well as Madagascar (from 2005). The community has become a free trade
area but the process of building a customs union, initially planned to be in place as
early as 2010, is considerably delayed. The situation is caused by various and complex
factors such as the multiple memberships of the member countries of the community,
including of customs unions. All the SACU countries are simultaneously members of
the SADC, thus forming a sub-community of the former. In addition, Tanzania belongs
to the East African Community (EAC), whereas the Democratic Republic of the Congo,
Seychelles, Swaziland, Zambia and Zimbabwe are members of the Common Market for
Eastern and Southern Africa (COMESA). The EAC and the COMESA are both customs
unions and, from 2015, they are also (with the SADC) members of an additional agree-
ment establishing a free trade area: the Tripartite Free Trade Area, TFTA (for more see:
Garlinska-Bielawska, 2016, pp. 63-70).
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2. The origin and the state of play of the negotiations concerning
the SADC Economic Partnership Agreement (SADC EPA)

In terms of their trade regimes in relations with the European Union, the SADC coun-
tries rank among the African, Caribbean and Pacific Group of States (ACP)°. The group
is formed by former colonies of some of the EU Member States, having special trade
relations with the EU from its inception. From 1975, they enjoyed duty-free access to the
EU market for all industrial and agricultural goods, with the exception of temperate zone
products posing competition to EU products and covered by the common agricultural
policy®. Those were non-mutual preferences so the countries of the region were not
obliged to grant the same concessions to EU goods. But such unilateral trade prefer-
ences were inconsistent with the WTO rules, therefore they needed to be replaced with
mutual preferences in the form of creating free trade areas, including between the EU
and Southern Africa. However, the establishment of free trade areas involves the lifting
of tariffs in mutual trade, in this case by Southern African countries (the EU eliminated
most tariffs much earlier).

A new stage in the development of mutual relations with the SADC countries (and
with all the ACP States in general) was marked by the Partnership Agreement signed
in Cotonou on 23 June 2003 for a period of twenty years (from March 2000 to February
2020), with a possible review every five years (which took place in 2005 and 2010). The
Cotonou Partnership Agreement was the EU’s largest international agreement govern-
ing relations between the 28 European Union Member States and the 78 ACP States’.
The Cotonou Agreement was designed to establish a comprehensive partnership with
3 pillars: development cooperation, political cooperation and economic and trade co-
operation (for the period 2000-2007) (Partnership agreement between the members of
the African, Caribbean and Pacific Group of States of the one part, and the European
Community and its Member States, of the other part, signed in Cotonou on 23 June

°A group of countries created under the Georgetown Agreement of 6 June 1975, currently including 79 states.
Adetailed list of the states can be found at the website of the African, Caribbean, and Pacific Group of States,
http://www.acp.int/content/secretariat-acp

® Those were unilateral preferences granted under the Convention of Lomé (in 1975-2000) and intended, in-
ter alia, to increase mutual trade. On 28 November 1979, the Contracting Parties to GATT decided to adopt
an enabling clause as a permanent derogation to the MFN treatment in order to allow developed countries
to accord preferential tariff treatment to developing countries in accordance with the Generalised system of
Preferences (GSP). Such preferences must be granted on a non-discriminatory basis to countries benefiting
from non-reciprocal preferences. However, the preferences accorded to the ACP States were discriminato-
ry in nature as they were more favourable than those granted to other developing countries under the GSP.
Therefore, until the end of 2007 the European Union had a WTO waiver (a derogation from the fundamental
principles) for preferential trade with the ACP States.

! Among the ACP states, Cuba was the only country not to sign the agreement. Therefore, the Cotonou Agree-
ment covers as many as 108 countries from four continents.
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2000). Within the third pillar, negotiations concerning regional economic partnership
agreements (EPAs) were to be initiated in 20022007, one of the regions being South-
ern Africa. Those were supposed to be new trade agreements, consistent with the
WTO principles regarding regional free trade areas and aimed to gradually eliminate,
on a reciprocal basis, barriers to trade between the parties and to extend cooperation
to include all trade-related fields, in particular services and investment, copyright and
the environmental protection, border controls and customs procedures®. There are three
conditions for introducing new rules of trade relations between the ACP States and the
European Union. The first condition is legal in nature as it concerns the aforementioned
compliance with the WTO principles. Secondly, it is economically necessary to reform
the inefficient system of mutual trade relations based on the Conventions of Lomé
(Koné, 2010, p. 106). Trade governed by the above-mentioned rules did not bring the
expected results as the share of ACP exports to the EU in the EU market dropped
considerably, from 6.7% in 1976 to 2.8% in 1994 (European Commission 1996). Tariff
preferences and financial aid failed to counteract the marginalisation of the ACP States
in world trade, neither did they contribute to the diversification of exports of the countries
in question. The ineffective functioning of trade facilities for the ACP States was further
undermined by the liberalisation of trade within the GATT/WTO, which gradually reduced
trade between the EU and the group of countries concerned (Frankowski, 2011, p. 33).
The third reason is political in nature as it is related to maintaining the European Union’s
strong position in the region as the main exporter and importer as well as benefactor,
which was particularly important in the context of expanding activities of China in Africa.

In the case of trade in goods, EPAs were supposed to lead to the liberalisation of ba-
sically all trade between the parties, which according to the EU interpretation accounted
for ca. 90% of mutual trade. On the part of the EU, asymmetrical liberalisation covers
almost 100% of mutual trade, whereas on the part of the ACP States the respective
share is 80%, which results in the liberalisation of around 90% of mutual trade in goods.
The aforementioned agreements were also intended to foster regional integration and
to promote a gradual inclusion of the ACP States in the world economy.

The opening session allowed to arrive at an agreement to sequence the negotia-
tions in two phases. The first phase took place at an all-ACP-EU level and addressed
horizontal issues of interest to all parties. The second ACP-EC ministerial meeting was
held in October 2003 and marked the beginning of the second phase of the negotia-
tions. Stage 2 included the actual negotiations and developing specific commitments
at the level of individual regions to negotiate particular agreements, pursuant to Article
37 of the Cotonou Agreement (Partnership agreement between the members of the
African, Caribbean and Pacific Group of States of the one part, and the European Com-

8 All the SADC EPA countries are WTO members.
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munity and its Member States, of the other part, signed in Cotonou on 23 June 2000,
pp. 3-353). In December 2004, six regions started formal negotiations: West Africa,
Central Africa, Eastern and Southern Africa, Caribbean, SADC (Southern Africa), Pa-
cific’. Therefore, one of those regions represented the SADC countries.

Initially, seven member states from the Southern African Development Community
(SADC) began negotiations: Botswana, Lesotho, Namibia, Swaziland, Mozambique,
Angola and Tanzania. Four of the above-mentioned countries — Lesotho, Mozambique,
Angola and Tanzania — were classified as the least developed countries (LDCs). The
Republic of South Africa also participated in those negotiations but as an observer
only™. Botswana was designated to coordinate the overall efforts in the configuration
of the SADC EPA and to prepare negotiating positions, whereas each member state of
the SADC EPA was assigned a negotiation area or issues to coordinate (e.g.: Angola —
Agriculture, Angola and Mozambique — Non-Agricultural Market Access)". The process
of negotiating the SADC-EU EPA was particularly complicated for three reasons: firstly,
in 1999 South Africa had signed the Trade, Development and Cooperation Agreement
(TDCA) with the European Union and insisted on a treatment different from that granted

* At a later time, negotiations also started with another (the seventh) region, i.e. the East African Community
(EAC).

" The SADC countries formed a separate negotiating group in 2007; at that time, South Africa joined the ne-
gotiations as well. Owing to its relatively limited role in the SADC group negotiations, for a time Tanzania con-
tinued them in the group of the East Africa Community (EAC), of which it is also a member state. Therefore,
the SADC EPA group includes seven countries: Botswana, Lesotho, Namibia, Swaziland (BLNS), South Af-
rica, Mozambique and Angola, as an observer.

" For more on the subject see: (McCarthy, Kruger, & Fourie, 2007, p. 4).
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to the other countries of the sub-region'; secondly, the existence of regional agree-
ments such as the SADC but also the Southern African Customs Union (SACU); and
thirdly, only 6 SADC countries™ negotiated the EPA as a whole (five of them belong to
another regional community, i.e. the SACU — BLNS and South Africa). Therefore, the
discussion below only refers to the SADC EPA Group rather than to all the community
members.

Under the Cotonou Agreement, EPAs with Southern African countries were supposed
to be negotiated by 31 December 2007 and to include the creation of free trade areas
with reciprocal trade preferences. The relevant provisions of the Cotonou Agreement,
providing for unilateral trade preferences for the ACP states, expired on 31 December
2007. Due to the limited progress in EPA negotiations with the ACP States, including
with Southern African countries, the European Union threatened to withdraw the pref-
erences, thus with a loss of preferential access to the common market (for countries
other than LDCs). With the aim of bridging the gap for the countries which had been
yet unable to negotiate EPAs (which also applied to Southern African countries), the
EU introduced transitional solutions to be effective from 1 January 2008, laid down in
Council Regulation (EC) No 1528/2007, the so-called Market Access Regulation (MAR).

2 After the end of the apartheid era and the democratic revolution in 1994, the South African government
applied for membership of the ACP Group of States, also with a view to benefiting from trade preferences
granted by the EU to the group of countries concerned under the Convention of Lomé then in force. However,
the EU refused to grant unilateral Lomé preferences to South Africa; entering into a mutual free trade agree-
ment was proposed instead. The main reason was that many South African products, especially in the agri-
cultural sector, were internationally competitive, therefore the southern European Member States feared the
replacement of certain domestic products by cheaper goods imported from South Africa. In turn, South Africa
was reluctant to conclude a free trade agreement with the EU as it was concerned that its industrial products
would be squeezed out by more competitive imports from the EU; moreover, the EU subsidised its agricul-
tural products exported to South Africa, which increased their competitiveness (Meyn, 2003, p. 3). Following
five years of negotiations, on 11 October 1999 both parties signed the agreement, provisionally entering into
force on 1 January 2000 but it was only ratified in April 2004. It provided for the creation of a free trade area
after the transitional period lasting until 2012. South Africa eliminated tariffs on 86% of goods imported from
the EU, whereas the European Union — 96%. Until 2010, South Africa enjoyed duty-free access for 99.98%
of its industrial exports, with a mere 0.02% of products subject to tariffs (mostly aluminium) (Meyn, 2003,
p. 3). South Africa belongs to the SACU, also including much smaller countries such as: Botswana, Lesotho,
Namibia and Swaziland (BLNS). Those countries did not participate in the negotiations although they were
directly affected by the TDCA. The reason was that duty-free imports to South Africa could be afterwards ex-
ported without tariffs to the other SACU countries and, due to their price competitiveness, squeeze out local
suppliers. The situation was further aggravated by declining receipts from customs duties in the countries
for which customs receipts represented a significant source of budget revenue: for Swaziland and Lesotho
(alandlocked country receiving goods imported to South Africa and then re-exported, on a duty-free basis,
to Lesotho) - ca. 60%, for Botswana and Namibia — between 20% and 40%. Neither did the TDCA meet the
expectations of South Africa. Over more than a dozen years, the share of South African exporters in the EU
market dropped from 1.45% (2003) to 1.3% (2016).

" The seventh country — Angola — did not sign the agreement but it had participated in the negotiations and
may join the agreement at any time in the future.
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(Council Regulation (EC) No 1528/2007 of 20 December 2007 applying the arrange-
ments for products originating in certain states which are part of the African, Caribbean
and Pacific (ACP) Group of States provided for in agreements establishing, or leading
to the establishment of, Economic Partnership Agreements). The Regulation laid down
the EU import arrangements for products originating in the ACP states which negoti-
ated EPAs but had not signed and ratified them by the end of 2007". It concerned the
SADC EPA Group as well. The European Union unilaterally granted to those countries
preferential market access (duty-free access offered by the EU under such agreements,
pending their entry into force). Where a country failed to meet the criteria of the Regula-
tion, the preferences should be withdrawn and the trade arrangement resulting from the
country’s customs status should be applied (Everything but Arms, the Standard GSP
or GSP Plus, MFN treatment) (For more on the GSP see, inter alia: Czermirska, 2017,
pp. 41-58; Czerminska, 2016, pp. 43-51). The effective date of that amendment was
1 October 2014. It would mean for two countries of the region: Namibia and Botswana
(as middle-income countries) the lack of tariff preferences, thus deteriorated conditions
of access to the EU market, as they would no longer qualify under the GSP. The ensu-
ing losses are estimated at EUR 29 million and EUR 58 million respectively (South
Centre, 2012, p. 14). At the same time, Swaziland would remain a beneficiary of the
GSP, whereas Lesotho, Mozambique and Angola would still benefit from EBA as LDCs".
However, Swaziland’s main export products in trade with the EU, e.g. raw cane sugar
for refining, cane sugar and its prepared and preserved fruits, are excluded from the
GSP, therefore the country’s losses caused by the loss of preferences are estimated at
approx. EUR 65 million (South Centre, 2013, p. 14). South Africa would no longer qualify
as a beneficiary of the reformed GSP but it would trade with the EU under the TDCA.
However, since several years later a significant number of the ACP states neither
took the necessary steps to ratify economic partnership agreements nor concluded com-
prehensive regional negotiations, the MAR was amended in May 2013. (Regulation (EU)
No 527/2013 of the European Parliament and of the Council of 21 May 2013 amending
Council Regulation (EC) No 1528/2007). Preferential access to the EU market was
maintained only for those countries which had ratified EPAs or concluded negotiations
concerning regional economic partnership agreements before 1 October 2014. Among
the many ACP states, merely 19 countries were included in that list. Neither were the
criteria for maintaining preferences satisfied by BLSMN (Annex | to the Regulation).

" The countries are listed in Annex | to the MAR.

" The system was introduced for LDCs into the GSP in 2001 under Council Regulation (EC) No 416/2001.
The system of preferences for LDCs ensured duty-free access to the EU market, with no quantity limitations,
for all goods, except for Chapter 93 of the Combined Nomenclature, i.e. arms and ammunition (99.8% of all
tariff lines). Those preferences were granted for an unlimited time period and, moreover, they did not need to
be reviewed periodically, which was the case with the GSP (Everything but Arms Arrangement).
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Only Botswana, Mozambique, Lesotho and Swaziland undertook to also negotiate
other issues such as services and investment, whereas South Africa agreed to address
issues related to Geographical Indications (Gl) (South Centre, 2013, p. 14).

Finally, negotiations on economic partnership agreements (EPAs) between the EU
and the SADC (Southern African Development Community) EPA group were concluded
on 15 July 2014, after more than 10 years of negotiations. The agreement was signed
by the EU and the SADC EPA group on 10 June 2016 and the European Parliament
gave its consent on 14 September 2016. Pending ratification by all the EU Member
States, the agreement provisionally entered into force as of 10 October 2016. Mozam-
bique is in the process of submitting the ratification instrument to the Council, after
which the agreement will enter provisionally into force also for that country (European
Commission, Trade, The ACP regions, Overview of Economic Partnership Agreements,
Updated November 2017).

3. The main provisions of the SADC EPA concerning trade in goods

The core of the EPA contains the provisions on trade in goods. Those are mutual
preferences consisting in the elimination of or partial reduction in import tariffs. Under
the SADC EPA, the EU grants its partners duty-free and quota-free access for nearly
all goods (with the exception of Chapter 93 of the Harmonised System) for Botswana,
Lesotho, Mozambique, Namibia and Swaziland (BLMNS) [Table 2]. The SADC EPA
countries are provided with an asymmetric and gradual opening of their markets to EU
goods, taking full account of the differences in levels of development between them and
the EU. Botswana, Lesotho, Mozambique, Namibia and Swaziland decided to liberalise
mainly industrial and fisheries products. BLMNS excluded from liberalisation mostly
goods in the agricultural, textile and processed agricultural product sectors.

Whereas the EPA objective is to continue and ensure duty-free access to the EU
market, enjoyed by BLMNS for decades, in the case of South Africa the agreement is
aimed at improving the market access conditions laid down in the TDCA. The agreement
in question granted to South Africa significantly liberalised access to the EU market,
the EPA introduced additional selective and partial liberalisation. Selective as it applies
to selected agricultural products; partial as it means the establishment of Tariff-Rate
Quotas (TRQs)™. It concerns South Africa’s major export products, e.g. sugar, wine,
fruit and fruit juices. New market access for South Africa into the EU means that the fish
sector will be fully liberalised and South Africa will benefit from TRQs on selected tariff
lines of wine, sugar, fruit juices, citrus jams, canned fruit, skimmed milk powder, butter,

"% Those concern specified quantities of products subject to lower tariffs in the quota period.
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yeast and ethanol". Combined with full and partial liberalisation, the SADC Economic

Partnership Agreement will lead to a liberalisation of 98.7% of actual exports from South
Africa to the EU (European Commission, 2016 b, p. 16); [Table 2].

Table 2. Scope of tariff elimination and reduction provided by the SADC EPA

Tariff lines Share of a(gg;azl _t;z;iz)m volume
EU offer to BLMNS
Full liberalisation  [100% (except arms and ammunition, |100% (except arms and ammunition,
HS Chapter 93) HS Chapter 93)
EU offer to South Africa
Full liberalisation 94.9% 96.0%
Partial liberalisation 3.2% 2.7%
Excluded 1.9% 1.3%
SACU offer to EU
Full liberalisation 84.9% 74.1%
Partial liberalisation 12.9% 12.1%
Excluded 2.2% 13.8%
Mozambique offer to EU
Full liberalisation 81.0% 76.0%
Excluded 19.0% 24.0%

Source: (European Commission 2016a; European Commission 2016b).

Another novelty in the EPA SA (South Africa) is the protection of traditional product
names. It concerns the so-called geographical indications (Gls); more than 250 Gls
from the EU and over 100 South African Gls will be protected (e.g. herbal teas popular
in South Africa: Rooibos, Honeybush, Karoo Lamb, a number of wine names as well).
For example, a producer in a country other than South Africa cannot market a tea
processed from a plant from its own territory under the symbolically important name
Rooibos. The same applies to EU traditional product names (European Commission
2016 a). Therefore, almost all South African products (ca. 99%) have preferential market
access in the EU, compared to about 95% under the previous agreement. Approx. 96%
of the products can enter the EU market without being subjected to customs duties or
quantitative restrictions. The other 3% still have access, although partial, that is similar
or improved in comparison with the TDCA. The SACU as a group has granted the EU
lower market access of 86%, in line with the developmental nature of the agreement

" For example: South Africa is now allowed to export 150,000 tonnes of sugar and 80,000 tonnes of eth-
anol duty free, whereas the quota for wine exports to the EU has more than doubled, from 50 million to
110 million litres.
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[Table 2]. The provisions also contain a chapter on trade defence with bilateral safe-
guards allowing each of the parties to reintroduce duties or quotas where imports from
the other party disturb or threaten to disturb their economy. However, South Africa was
mostly concerned about restricting the freedom of entering into trade agreements with
‘major trading economies’, i.e. countries accounting for a share of world merchandise
exports above 1% in the year before the entry into force of the agreement, or any group
of countries acting individually, collectively or through an economic integration agree-
ment accounting collectively for a share of world merchandise exports above 1.5% in
the year before the entry into force of the agreement (Article 28 of the SADC EPA). In
practice, South Africa has limited possibilities to conclude trade agreements with Brazil,
Russia, China or India.

4. The role of economic partnership agreements in trade relations
between Southern African countries and the European Union

An analysis of the costs and benefits of entering into the SADC Economic Partnership
Agreement directly entails answering the question what would happen if the Southern
African countries had not concluded EPAs. In the case of Botswana and Namibia, upper
middle-income countries, exports to the EU would be subject to the MFN tariffs, applied
to all WTO members. It would mean deteriorated conditions of access to the EU market,
e.g. for beef exports, since the MFN tariff is relatively high. Swaziland, a lower middle-
income company, without an EPA would be covered by the GSP. The system offers
a number of tariff preferences but excludes sugar, a major export product of Swaziland.
Lesotho and Mozambique, the two least developed countries (LDCs) in the region,
would still benefit from the EBA arrangement, thus their EU market access conditions
would not worsen. Finally, trade with South Africa would continue to be regulated by the
Trade, Development and Cooperation Agreement (TDCA) [Table 3].

Table 3. SADC EPA Group and their current and ‘—’ future market access arrangement if no EPAs

are ratified
Country | Customs status/market access
The same access conditions
Lesotho (LDC), Mozambique (LDC), South Africa (TDCA), Angola (LDC) | No change
Deteriorated access conditions
Swaziland MAR—GSP
Botswana, Namibia MAR—MFN

Source: own study based on: (Council Regulation (EC) No 1528/2007 of 20 December 2007; Commission Del-
egated Regulation (EU) No 1016/2014 of 22 July 2014).

80



M. Czerminska, J. Garlinska-Bielawska, The pros and cons of the Economic Partnership ...

In terms of general benefits and costs of the conclusion of EPAs by Southern African
countries, the benefits would include duty-free access to the EU market, whereas the
costs would be the necessity to open up their own markets by lifting tariffs and exposure
to competition from EU producers and, in the future, service providers as well, lower
flexibility in increasing tariffs should such a need arise in the future; in addition, a fall in
revenue from customs duties.

Table 4. EU trade with the SADC EPA group of countries and with Angola in 2013-2016 (EUR million)

IMPORTS EXPORTS
2013 2014 2015 2016 2013 2014 2015 2016
Angola 9,308 9,389 7,981 4,188 6,197 6,741 4,856 3,388
main commodities |Mineral products (87.4); pearls, precious  |Machinery and appliances (32.4); base
as (%) of total metals and articles thereof (9.7); Machinery |metals (11.7); products of the chemical or
and appliances (1.3) allied industries (10.6)
Botswana 3442 | 1822 | 1503 | 2196 | M6 | 213 | 25 | 332
main commodities |Pearls, precious metals and articles Pearls, precious metals and articles there-
as (%) of total thereof (92.7); base metals, mineral prod-  |of (49.1); Machinery and appliances (25.9);
ucts (5.6); live animals, animal products (1.6) |transport equipment (4.7)
Lesotho 187 | 241 [ 254 | 208 15 | 1 [ 12 | 1
main commodities |Pearls, precious metals and articles there-  |Machinery and appliances (32.2); mineral
as (%) of total of (98.3); vegetable products (0,9); textiles  [products (12.8); pulp of wood paper, paper
and textile articles (0.6) board; vegetable products (2.4)
Mozambique 1,332 | 1,366 | 1435 | 1325 | 835 | 894 | 982 | 689
main commodities |Base metals and articles thereof (61.0); Machinery and appliances (26.3); products
as (%) of total mineral products (16.3); food stuff (13.7)  |of the chemical or allied industries (19.6);
transport equipment (10.7)
Namibia o41 | 963 | 1,038 | 100 | 753 | 538 | 404 | 373
main commodities |Base metals and articles thereof (38.2); Live |Mineral products (33.3); machinery and ap-
as (%) of total animals, animal products (30.3); pearls, pre- |pliances (24.2); transport equipment (8.7)
cious metals and articles thereof (11.3)
South Africa 15560 | 18514 | 19,399 | 22928 | 24481 | 23318 | 25432 | 22,074
main commodities |Pearls, precious metals and articles Machinery and appliances (32.2); transport
as (%) of total thereof (41.6); transport equipment (16.8);  |equipment (19.8); products of the chemical
mineral products (8.2) or allied industries (13.4)
Swaziland 20 | 151 | 139 | 12 23 | 29 [ 33 [ 5
main commodities |Foodstuffs, beverages, tobacco (85.1); Products of the chemical or allied indus-
as (%) of total vegetable products (6.8); products of the |tries (43.1); miscellaneous manufactured
chemical or allied industries (6.0) articles (24.8); Foodstuffs, beverages,
tobacco (7.3)

Source: own study based on: (European Commission Trade Statistics, 2017).

It is worth emphasising that the EU-28 countries are major trading partners of the
SADC. In 2016, the EU received 26% of the total exports of the region (ahead of China,
with a 20.5% share), whereas supplies from the EU represented nearly 33% of total
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imports (followed by deliveries from China — almost 18%). At the same time, the coun-
tries concerned only accounted for a limited proportion of extra-EU exports and imports:
1.9% and 1.6%, respectively, in 2016 (European Commission Trade Statistics, 2016).
The SADCS5 countries mostly export mineral products, precious stones and agricultural
products such as fruit and sugar to the EU. The EPA countries are strong in exporting
diamonds; in South Africa, Botswana, Lesotho and Namibia those constitute a large to
dominant share of their exports to the EU [Table 4].

Other products from the region include agricultural products (beef from Botswana,
fish from Namibia or sugar from Swaziland), oil from Angola or aluminium from Mo-
zambique. South African exports to the EU are considerably diversified and range from
fruit to platinum and from manufactured goods to wine. In its trade with the EU, South
Africa faces little competition from the SADC5 countries. It is only in aluminium that SA
exports compete with Mozambique. The EU exports a wide range of products to the
SADC EPA countries, e.g. vehicles, machinery, electrical equipment, pharmaceuticals
and processed foodstuffs.

According to the South Centre’s calculations, the SADC EPA countries are only more
competitive than the EU on 14% of total tariff lines™. As regards the vast majority of
products, the EU is either more competitive (64%) or the African sub-regions do not
currently have local production capacity (22%).

In the case of 80.5% of the tariff lines/products on which the SADC EPA countries
will eliminate tariffs, local production will be exposed to strong competition from more
competitive EU goods. (3,144 out of 3,907 tariff lines). Those are lines subject to liber-
alisation and where the EU is more competitive than the SADC. Overall, 84.5% of the
total number of tariff lines or products are at risk as a result of the EPA liberalisation
(current and future production). The main sectors where regional trade exists and could
be disrupted due to the greater competitiveness of the EU are as follows: (South Centre,
2012, p. 4):

- processed oil products,

- chemical products,

- intermediate industrial products,
— final industrial products,

- parts of machines,

- vehicle industry,

- Portland cement,

- processed agricultural products,
- medicines,

- textile and clothing.

"® This is already higher than the other sub-regions: 10% each for the EAC and ESA EPAs, 6% for ECOWAS
and only 3% for Central Africa (South Centre, 2012, p. 15).
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Conclusions

The European Union is more interested in entering into the EPA that the countries
of the region, therefore it exerted pressure to speed up and finalise EPA negotiations.
In addition, the European Union demanded that deepened free trade areas should be
created, covering not only goods but also services or investment (full EPAs).

The SADC EPA Group countries constitute no homogeneous bloc, being members
of different regional integration communities. Five countries belong to the SACU, a cus-
toms union with a single customs area and a common external tariff. The customs
area excludes Angola and Mozambique; both countries have their own customs tariffs.
Therefore, the IEPA involved the conclusion of new agreements between Mozambique
(and possibly Angola at a later time) of the one part and the SACU of the other part. Fur-
thermore, the SACU EPA Group does not include all the member states of the integra-
tion community, the other countries participate in EPA negotiations with other regions.
Such an approach undermines the fundamental characteristics of customs unions and
free trade areas in the region. It is also inconsistent with the objectives of the Cotonou
Agreement (Section 3) and the commitments contained in the SADC EPA (Article 1(b)
of the SADC EPA (‘promote regional integration’) and Article 3 (‘regional integration’)
with regard to supporting and strengthening regional integration.

Had the Southern African countries not concluded economic partnership agreements,
their customs status in access to the European Union market would be different. In
the case of Botswana and Namibia, upper middle-income countries, exports to the EU
would be subject to the MFN tariffs, applied to all WTO members. It would mean dete-
riorated conditions of access to the EU market for certain agricultural products since the
MFN tariffs are relatively high. Swaziland, a lower middle-income company, without an
EPA would be covered by the GSP. Although the GSP offers a number of tariff prefer-
ences, it excludes sugar, a major export product of Swaziland. Therefore, as a matter
of fact, the country concerned would also incur costs of having no EPA. Lesotho and
Mozambique, the two least developed countries (LDCs) in the region, would still benefit
from the EBA arrangement, thus their EU market access conditions would not worsen.
The countries would still be beneficiaries of unilateral preferences, i.e. virtually duty-free
imports to the EU. There would be no need to lift tariffs on imported EU goods. Trade
with South Africa would continue to be regulated by the Trade, Development and Co-
operation Agreement (TDCA), providing for only insignificantly worse trade conditions
that those contained in the SADC EPA.
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