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Introduction
Generally. rulcs of origin (l{oO) arc trade

policy instruments applicd to detcrminc whcrc

a product or its componcn{is .trc produc:cd with
the primary aim of establishing the market

access eligibility of' thitt prodr:ct into a trade

pref'erence-giving country. Pref'erential rules

of origin. as this type of rules are called.

therefore. constitutc thosc guidelincs thitt

allow the national source tll' goods to be

defined so its to ensurc tlrat granted

preferences benefit only those products

originatin-e in the pref'crence-receiving
countries. Prcf'ercntial rules of origin definc

the conditions that a Product

must satisly ttl bc deemcd as originating in a
collntry which is cligible lbr preferential

acccss to it partnor's markct (Brenton 2003).
'fheir cvoltttion and lvidespread use are rooted

in the ncecl to create disincentives for non-

beneliciary cottntries from a preference

sclrcmc against the opportunity to engage in

trade deflection. a sitrration where these non-

beneliciary countries channel their export

products to a preference-giving country

through the grantec or beneficiary country.
'fhus. I{oO discriminatc between countries'

exports and arc rectlgnised not only as one of
th; remaining and yet to be dismantled
primary tradc policy instruments following
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the general tariff reduction achieved under theWorld 'Irade Organisation {iamework
!ECDPI\4 ln Brief. ZO04). bur also a major
deternrinant of the irnpact of licc trade
agreement (FTA).

In recent times, RoO have becomc a key
trade policy issue because they have been used
beyond the intended purpose: their complcxity
and heterogeneity across products and IIIAs
have made them almost the mosL important
instrument of trade distortion to the exteni that
RoO have been identified as one of the
primary causes of the low utilisaticln of trade
preferences by least-developed countries
(I{oekman et al 2001. Oyejide 2004).
Different rules of origin ev-olvcd fiom
OECD's Ad I-Ioc Working Group of the 

.l-rade

Committee on Preferences in paris in 1970
when preference -granting countrics decided
that preferences were unilateral. non_
contractual, and donor-driven and as such
associated rules of origin had to be determined
by the donor countries. In addition.
harmoniztrtion had to be limited ro
certification. control. verification, sanctions
and mutual cooperation.

There are basically two broad types of
rules of origin. namely the preferentiil and
non-preferential rules of origin. The former
are common in unilateral and non-reciprocal
as well as bilateral but reciprocal trade
arrangements whereby either a preference_
granting country independently or predomi-
nantly determines the content of the package
of market access conditions attached to its
import liberalisation policy towards selected
benefrciary countries or both group of
countries agree on reciprocal preferlntial
tariffs. The attached markgt access conditions
are defined according to th-e criteria contained
in such pref'erential rules of origin. The latter,
on the other hand. are rules used to determine
the origin of' products for all other purposes
apart fiom the basic reason for preferential
RoO such as compilation of trade statistics and
enforcement of trade restrictive measures
including anti-durnping and anti-subsidy
actions, as well as quantitative restrictions.
Under tlre multilateral tracling system.
particularly the WTO framework. non_
preferential rules of origin are basic guiding
principles for member countries to govern the
application of rules of origin. By definition
therefore. non-preferential RoO arc not as

restrictive, complex and heterogeneous as their
preferenti al courltcrpart.
A significant irnplication which prefe_rential
I{oO liavc I'or trade flows apart from being
considered a rnajor factor determining the
impact ol' li'l'As. particularly whcn they are
very, cornplex and rcstrictive. is their ability to
also reduce thc bcnefits derivable from the
removal of tariffs. With respect to which
group of countries carries the highest
incidence of restrictive RoO, LDCs have'been
identifred as thc. group r.r,hich tends to suffer
most frorn complex and benefit_restraining
RoO duc to the ell-ectivc limitation that RoO
imposc on LDCs' market access to preference_
granting counrlies. It is reckoned tiat onlv 50
per cent of eligible exports from LDCs enter
the EU duty free under the ,.Everything 

but
Arms" (EBA) scheme due to the CompLxity
and restrictiveness of the scheme's RoO. From
the perspective of input sourcing. RoO
constrain the extent to which firms can derive
inputs fi'om the international market
particularly i{' the cheapest source of inputs
does not tall within the permissible input
sources under the RoO. They therefore
regulate cross-border networking of
production ol' goods while, also, their.
heterogeneity affects trade flows between sub-
regional groupings especially where
cumulation of rules of origin-the extent to
which production may be aggregated with
other countries without losing originating
status-is absent. In sum, RoO not only distort
the decision to invest and e*pori, their
administration tends to be cumbersome.

This paper aims at providing a broad
contour and ex-ante analysis of the rules of
origin in the EU-West Africa Economic
Partnership Agreement (EU-Wr\ EpA)
negotiations. Its section 2 provides an analysis
of the economics of rules of origin. Section 3
describes the relationship between rules of
origin and the utilisation of trade preferences
with a view to contextualising the slgnificance
of rules of origin in utilising opportunities of
increased market access offered by the
generaiised system of trade preferences
(GSPs) and other schemes which share similar
characteristics. In Section 4, the salient
features of the rules of origin of various FTAs,
palticularly those of rhe EU. ECOWAS,
I'Union Economique et Monetaire Ouest
Africaine (UtlMOA or WAEMU), are
individually described with a view to drawing
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out similarities and differences that can inlbrm
firshioning out workilble rllles o1'origin regime
in Eti-WA I]P.A,. Section 5 builds difl'ercnt
scenarios of thc likely rcquests and offers
betrveen the EU and West Afl'ica regarding the

type. complexity and restrictiveness o1' the
rules of- origin regimc' in the planncd
agreement. Concluding remarks arc offered in
section 6. which touch on the dilfbrent types
of policy challenges that are needed to be

surmounted before anrl in the nftermath ol'thc
agreenrcnt.

The liconomics of Rules of 0rigin
Rules of origin (ltoO) are put in placc to
ascertain that exported goods frotn one ol'the
countries to attotlter in a free tradc ltrea (i'II-'\)
or preferential trade arca (P'I'A) trull originitte
from that country and are not just .tsscrnbled

from parts originating liom third couttiries that

are not members of the PTA' Therc are two
critcria in use to ensure origin of goods in

Pl'As. The first is the "wholly-obtained or
producecl" criterion concerned with whether
commodities are totally grown, harvestcd or
extracted from the soil in the territory. or

manufactured from any of the commodities
wholly-obtained or produced. The sccond but

more complicated criterion is "sut'lstantial

transformation" of goods which do not meet

the first criterion. This second critcrion has

four basic components applied at the product

level to demonstrate the transformation
criterion. These arel:

l. Change of tariff classification (C'l.C)

which recluires the product to change a)

its l{armonized System (I'IS) chaptcr (CC

at the 2 digit level); b) its heading (CII at

the 4 digit level); c) its sub-heading (CS

at the 6 digit level); and d) its itern (CI at

the 8-10 digit level). Tlre change at the

item level is tlre least restrictive while the

change at the chapter level is the most

restrictive (Estevadeordal 2000).

2. Exceptions attached to C'tC (called an

ECTC). These prohibit the use of non-

I The economics of rules of origin is sunlmat'ized from Josd

Anson, Olivier Cadot, Antoni L'lstevadeoldal, Jaime de

Melo, Akiko Sttwa-Eisenmann rnd Bolorma'l'umut'chudut',
(2004), "Rules of Oligin in North-South Pret'elential

Trariing Arrangements with an Application to NAIrI';\"
Review of'lnterturtirtnal Eutrtttrtrics,Vol. l2 Ntt.3, pp' 501'

5 17, August 2005

originating materials from certain
subhcadings" headings or chapters.

3. Valuc C-'ontcnt (\/C) specities the
nrinimum percentage valuc that must be

addcd by the exporting country. 'fhis

may be expressed in one of three ways:
(i) a minimurn Itegional Value content
(t{VCt: (ii) a minimum diff'erence
between thc value o{' the final good and
the costs of imported inputs (import
corltcnt. MCI): (iii) a minimum Value of
originating Parts (VP).

4. 'l"hc Tcchnicrl rcquirement ('[ECH)
criterion requires the product to undergo

cerlai n manuficturing operations ref'erred

to as 'substantial working'.

'l'he rcstrictivc:ncss of these criteria is

relaxecl by the (a) de nininis rules which
allow {br a specilied maximum percentage of
non-originating materials to be used without
affccting origin; (b)a roll-up or absorption
principle that allows materials that have

acquired origin by meeting specific processing

requiremcnts to bc considered originating
when uscd as inPuts in subsequent

translbrmation: (c) cumulation (bilateral.

diagonrl or {irll) that allows producers of one

PTA to usc Iron-originating materials from
another PTn tnernbcr without losing the

prefercntial stalus. However, the

rcstrictiveness o{ lloO is strengthened by the

imposition ol aclministrative costs via the

metlrod used lbr ccrtit'ving origin whether a

two-stcp certillcatir:ln (public and private) or

self-certification. 'I'hc criteria along with the

associated relaxation through de minimis.
absorption principle and cumulation indicate
that I{oO arc very complex and detailed.

The effects of RoO are described in what

tollows. Suppose there are three countries.
with two of them forming a PTA. Country A
exports a linal good wlrich it produces to B,

bui can import intermediate goods (which it
does not producc (i.c. non-originating)) to
manu{actltre thc final good either from country
C. which is not a member of the PTA, or from
country B. 'lhis implies that the intermediate
imports arc pcrf"ect substitutes in production'
'l-he I'inal good produced in A can be exported
to B at prefcrential (reduced) tariff rates,

provided that it satisfies the regional VC RoO

iriterion. 'fhc regional value content (RVC) is

expressed by weight, which is a constraint on

the quantity (volume) of the imported variety
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that can be used by the final good produccr in
A in order to qualify fbr prefercntial rreatmenl..
and specifies that a proportion ol' intermcdiate
consumption must originate fiom thc l/l'A.
fhere is the final good's world price ;rnd utl-
valorent external tarifT in Il. and the
intermediate good'.s world price and domcstic
price in the t,-llA. If country B's interrncdiate-
good industry is inefficient at world prices. thc
RoO become binding in the sensc that ll's
intermediate pricc will be higher rhan rhe
world market price. Suppose that A's
producers of the final good enjoy tarilf-fiec
access to B's market wlrich is lowcr than
most-favourcd-nation (MIrN) rcgimc.'l'hen.
the bcncfit lj'om participating in thc
pref'erential rcginrc will bc such tlrat thc net
incentives to A's producers grantc(i rrndcr tlre
application of thc RoO is positivc il'rhc gain in
terms of market access resulting lri)lu a highoL
price obtained tbr the Frnal good exceeds the
cxtra costs on intermediate goods due to the
application o1'the IloO. Under this situation. a
profit maximizing producer in A of the Iinal
good will export duty-fi'ee to B's marker under
the I?TA. Hence. net benellt is increasing in
thc rate of tariff prcferenccs and decreasing in
the restrictiveness of the RoO such that deeper
preferences trrc associatcd u,ith stricrcr I{oO.

Suppose that A's Iinal-good producers
used to purchase thcir intcrmcdiatc inputs
outside o1' the A-ll P'l'A bloc bclbrc the
prelerential agrecment. specifically llom C.
The n. as ll.o0 are substituted Ior tariff
protection. they start purchasing fiont witlrin
the bloc. li'om Il since A does not produce the
intermediate inputs. As a rcsult. country A's
costs increase and its producers enjoy onty
marginally improved market access. llLrt B's
producers of intermediates now en.joy ir
captive A's market such that country B's
intermediate-good producers can be expected
to ltlbbl, in fhvour of RoO. Since st'ict RoO
require deep tariff pref'erences. B's
intermediate-good producers again can be
expected to lobby in favour of deep tariff
preferences. with tariff revenue for country B
replaced by rents and inelficiencies at the level
of i ntermediate-g,ood producers.

In summary. the application of I{oO is
expected to cause a) a shilt of purchases of
intermediates {}om outside the F'[A to intra-
l'"IA by final goods producers; b) a shift of
consumers' purchascs towards intra-FI'A flnal
goods lnd away from thc rcst o1'tlrc rvorld; c)

an incrcasc in thc sharc of intcrrncdiate goods
traclo in total intra-li-l'A trade.

Ilules ol' Origin and Utilisation of 'frade
Prel'cre nccs
In thc pcriod lcading ro the signing of EPA
betwccn thc trtl anct IICOWAS, it is important
and uirdoubtcdly bencticial to undcrstand the
naturc o{' titr rulcs o{'origin lbr LDCs (EU-
GSP). cspccially undcr thc Lomd Convcntions,
and thc utilisation o{'thcse prcfercnccs. While
tlris knowlcdgc will cnablc'an analysis of the
probablc ltittul'c ol' EPA rulcs o[ origin, a
dctailed dcscription of l:ti rules of origin
along rvith thosc o1'liCOWAS and UEMOA is
provided iri scction {our.'fhe nexus ol'rules of
origin and tlrc utilisttion ol'trade preferences
is tlrc f ocus of this scction.

Dclil"rcratc cllorts channelled towards
increasing rcccss of least-developed and
dcveloping coulttries into developed countries'
rnarkets inclLrclc thc cstablishment of trade
prc{-crcnccs to rcduce the e{fbct of high tariffs.
tarill' peaks irnd escalation in developed
country markcts which have been identified as
a significant- factor that hinder Afiica's trade
performancc. 'fhesc prefe-rences grant low-
income countrics preferential access into
developcd country markets and are unilaterally
designed tradc prct'crences such as the
gencralized system of pref'erences (GSP). the
African Grorvth and Opportunities Act
(AGOA), European Union's "Everything but
Arms" (I:llA). EU-ACP Lomd Conventions
and other bilatcral trade preferences.

Specilically. thc IIU's preferential market
access condition lor IICOWAS countries was
embedded in two main trade arrangements.
One is thc IIL)-GSP scheme which prior to the
IiBA providod duty-quota-free treatprent for
all products originating in LDC beneficiaries
fbr an unlimited time period. except arms and
ammunition. with special provisir:ns made in
respect ol' ricc. sugar and fresh bananas
customs duty on which willbe phased out over
specilic transitional period. This is the series
of Lom6 Conventions which. for 25 years. set
out the principles and objectives of
cooperation between the ACP states and the
Europcan Union, and provided non-reciprocal
tradc prcfcrcnccs for most exports from ACP
countries to the BU. As a result of the non-
reciprocal trading arrangement, almost all of
the industrial and other products of the ACP
countries qualificd to gain unrestricted access
into thc IltJ mirrkct in principle. Part of the
Lorni Clonvcntions' benefits to ACP LDCs
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include the sugar. becl'and vca[. irs wcll as the

banana protocols estal"rlished as duty tiec
quotas to beneficiarY countries.

The EU-IlllA scheme was established irs

an amendlnent to. and remained an integral
part of. EU-GSP to mitigate the perccived
-preference 

erosion from Uruguay Round's

iUnl tariff reductions in accordancc with
most-favoured-nation (MIrN) principle. which

induced the 1996 Singapore Ministerial
Decision to developed countries to improve

market access opportunities fbr less dcveloped
countries througlr special trade pre{'ct'ences'
't'he EU-EBA scheme became eff'ective in
March 2001 and aimed lt providing duty-frce
:rnd quota-free market acccss to some

categoiies of products of LDCs. lt was

desi[ned for the benefits of all LDCs the

larg6st proportion of which is in Africa- It
coitains widcr product coveragc thtrugh full
market access fbr banana. ricc and suglr will
not be achieved until 2006 and 2009

respectively. 'fhe IlllA initiative sh;rres

.o**on charactcristics with the GSP by being

unilateral. unbound. and subject to tcmporary

withdrawal. saf-cguard provisions and rules of
origin.

The second arrangement is tlre ACP-EU

Cotonou Partnership Agreement. the successor

to Lomd Conventions. whiclr provides tbr an

eisht-vear roll-over ol' thc previous

pt""f"tln..t granted under Lomi IV with

*ino. improiements until 2008' 'fhis is a

legally binding international treaty between

th; EU and ACP states under which the former

committed to ensuring until 200U non-

reciprocal prefercntial market access for ACP
products.

Evidence of' divergent renlised from
potential trade by LDCs resulting from trade

preferences has emerged thercby..generating
.on."rnt about the degree of' utilization of
trade prefcrences irnd the possiblc causcs of
such dlvergence. Iirom 'l'able l. thc percentage

of dutiable imports cr:vered by GSP schomes

for all LDC elrtectivc beneficiarics was about

60Vo in 2001r. while the percentage ol' GSP

covered imports utilizecl by the same group of
countries was almost TOTa it"t the samc ycar'

Ilowever, the percentage of dutiable imports

I Ploduct coverttge is deflned us latio of imports covered by

pref'erences to total dutiirble imports tionr bene{'icirly

countly: utilisation rate is clefined tts the rltio of irlrports

lctualiy receiving pteltt'ence to GSI) coveretl itnl;ottsl

utility rate is d;f:ied as Lhc tatio of intports actuallv

receiving ptetet'ence to all dutirble imports it'iNC'l-Al)'

2003).

ol' LDC c[lcctivc bcneficiaries actually
receiving prel'crenccs was only about 437o in

2001. 'I'ablc 2 c<lmpare s the coverage,

utilization and utility rntcs of GSP schemes of
LDC and non-L.DC cflective beneficiaries'
Before l99tl. coverage rate of I-DCs was

lower than that of non-I-DCs after which

l,DCs' covcrage rate temporarily sulpassed

that o{' non-l-DCs and finally converged in
200 l.

Both LI)Cs' GSP utilization and utility
rates wcrc higlrcr a{tcr 1998. with a divergent

trend in thc post 1998 period. 'I'hough the

average coucrage. utilization and utility rates

for tfie 1994-1001 period were greater for

LDCs than non-LDCs' the differences in

average covcragc. utilisation and utility rates

are sirall. culminating in only 5Vo. l47o and

2Aa/r, rcspcctively suggesting that the

diffcrcntial is marginal.
Ilxtant titctors prcscnt in preference-

granting countries thitt lrave induced low

itilization of tra<lc preferences have been

identifiecl as part o{'thc reasons for thcir low

utilization. 'l'licsc explanations have eroded the

main justificution for pref-erential ^ trade

arrangements. thal is. the ability of 
. 
trade

pref'eicnces to lncilitate the tirrther opening of
preferencc-giving countries' markets to low
incomc cottntrtcs. Apart fiom not fufly

meeting that cxpectation' African countries

hor" -expericnied varying degrees of
clisappoinimcnt and 1t'ustration, which has

inOucfd further incluiry into the reasons for

low utilization of Prcfcrences.
'I'hrcc main reasons have been responsible

fbr not tully deriving the benefits of trade

prel'erenccs (Oyeiidc. 2004)' Ol"' the

magnituclc of prci'eicncc margins is quite small

uni insignificant for heavily protected

plodttcts iir pl'clcrcncc-giving countries-. Two'
icstrictivc rirlcs of' origin irnpose additional

and usually cxccssive compliance and-other

costs on prllbrcn."-,'eceiving countries' Three'

rulos ol' origin in prcfbronce-granting countries

are olicn irnposctl on prtxlucts of export

interest to n"t,,ny A{}ican countries in terms of
the prospccts fiir cxpansion artd diversif,rcation

of cxptrts. and hcucc the ir t-easibility'

Iloekrnan et ol (2OOl) listed rules of origin

among non-tari[f barricrs that have eroded the

etl'ectlvcncss oI tritclc preferences such as anti-

dumping, safbguards' graduation .mechanism'
Sanitari ancl lihyto-sanitary standards (SPS)'
'I'echnical Ilarricrs ('l'l]1'). and the discretion

o{' prcf'crcncc-givine countries' Indeed' the
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Table 1:-Quad imports and utilization ol'the GSP schenics l'nonr all LI)C et't'cctivc
bcncficiarics [in US thousand dollarsl

Year Total imports

trl
A

l:tl

C

t2l

R

Dutiatrle irnports GSI, imports
(_-ol,cred Ilcceiving

Pcrccntages

Lttilizatiorr Utility

t4l/tsl t3yt5l

GH
t4l 1.5l

Dti

Oovcrage

t3)tt1L)

ll
I 994

I 995

I 996

l9()7

r 998

I 999

2000

2001

5347

6087.it

99.56.3

la624.t

9'195.7

10486.5

13359.2

12838.2

3q 17.3

.f i06. t

1451.1

8 l(r3..1

79t5.1

8950.4

r r715.5

I r523.q

-t 2. ()

5.1.-s

r10. I

72.6

69

6,1"-l

611.-i

63.4

48.2

53. I

50.9

30.2

,19.5

64.2

66.3

67.3

25.5

28.9

20.4

21.9

34.2

39

42.6

42.1

2071.0 999.0

2561.3 t.\61.2

2985.0 15t1.9

5923.t 1788.2

546 t.1 27A4.5

5789.-s 34117.5

7 529.4 4990.2

7305.3 .19 19.9

Sarrr<'e: UNCTAD 2003.'l'ahle I

Table 2: Coveragc and utilization of GSP schcrnes in Quad corrntrics trrlrn t,DL- and Non-LDC eU'ective
bcneliciaries (%)

Cr.rvcrage

LDC Non-LDC I-DC Non-LDC- LDC

Utilization Utility

Non-LDC
1994

I 995

1996

1997

I 998

I 999

2000

200 I

-ir_'iiq:

52.t)

54..5

40. I

72.6

69 \
64.7

(t4.3

63..1

60.2

57.2

,59

51. I

57.3

.t8..5

57.1

.55

62.1

57.2

482

53. r

50.9

30.2

49.5

60.2

66.3

67.3

53.2

.il.1

-55.2

56. I

50.ti

.10.3

4A

40.9

37.8

16.-5

25.5

28.9

20.4

2t.9

34.2

39

12.6

+1. I

31.9

29.2

32.5

28.6

29.t

23.6

22.9

22.5

23.4

26.5

Sorrrct,: Computed fl'orn LiNCl'AD, 200-i, l'ahles I - 3

140



tlbitdun S. llartktle: Rult: ol Origiu in EIJ-\l/e.:t t\fi'ir.tt I:.t'ononrit Portrter.sltip Agreement (EPA)

Lom6 tradc regime was subject to certaln
restrictions relating to the so-callcd sensitive
products and rules of origin (Oycjide and
Niinkeu.}AOD.

Stringent rules of origin also appeared to
reduce the impact. by nearly five-fbld. that
AGOA could have had on African non-oil
exports. representing US$0.54 billion
compared 'uvith realized US$100-140 million
(Matoo et al 2OO2). ^Augier. Gasiolek and Lai-
Tong (2004). using an augmentcd gravity
model to empirically investigate thc impact of
rules of origin on trade flows in thc IILI lbund
results that suggest that rules o1'origin indeed
restricted trade. by leading to trade
suppression and/or trade diversion, and tlrat
cumulation of such rules could increase Lrade
in the order of 7O-80% in thc aggregate
between cumulating countries. I,r carlier
studies. I'Ioekman (1993) and (irrsiorck et aL

(2002) perceived the degree of impact of rules
of origin to depend on the height of the
importers' tariff. In sum. apart l}om the
important role that rules of origin play in
preferential trade agreements. they have
been blamed fbr the failure of developing
country trade pref'erence schemes (Francois
2003). which is in consonance with caution
about their potential use as technicatl barriers
to trade expressed in llaldwin (2001).

According to UNC1'AD (2003). the
utilization rate under the ERA for all LDCs
was as low as 38Vo in 2002. whiclt was below
the 497o recorded under the prc-EBA GSP.
due to the absence of changes and
improvements in the rules of origin
requirements of the ERA. This rate was single
digit fbr ACP states (2.6Vo) even though this
represented an improvement in utilization
rates during 2O0O (1.59a) apd 2001 (l7o) when
these countries enjoyed pref-erences under the
EU-ACP arrangement. Indeed" UNCTAD (op.

cit.. p. 53) emphatically stated that "recent
literature increasingly indicate rules of
origin as prime suspects with regard to under-
utilisation of trade pref'erences and distortion
in free trade areas". It went further "the past
30 years of operation of the GSP have been
characterized by a low percentage of
utilization. mainly caused by the inability of
preference-receiving countries to fully erploit
the availablc prcferences wlren these alc
subject to strict origin rcquircmcnts and
related administrative rerluirements" (pp. 7 I).

Rules.ol' Origin in IIU FI'As, ECOWAS
and ut MoA
Rules of' Origirt irt EU GSP, EBA tmd
Col.onou Agrecntent
Usually. thc rulcs of origin of a particular FTA
are evaluatcd on the basis of origin criteria. de
mininii,r rLrle. l-lcxibility in terms of their offer
and type ol' cr,rrnulation, drawback provisions
anci thc pl-esence of derogation of rules of
origin. LU l{oO can be examined within the
context ol' its Generalised System of
Prel'ercnccs. UU-EllA, EU-ACP preferences,
and EIJ-C]otonou Partnership Agreement
(CPA). '['horc alc other I1U bilateral
agreements that may be useful in the later part
of the paper such as those in the EU-
Mediten'anean and ELJ-South Africa
agreemcnts.

EU GSP grants developing countries duty
frce acccss to its market since 197 I on a non-
reciprocal basis. l'he relevant RoO in the EU
GSP uses the common three main origin
critcria to detcrmine the originating status of
products (mostly industrial goods in HS
chapters 25-91) that enter its market. These
are: a change in tariff heading (CTI{), value
added 

" 
(VA). and specific process (SP)

criteria''. As a result of these criteria, a product
exported ll'orn a prel'erence-eligible country
rnust have wholly originated from that country
or sufficiently rvorked or processed in
accordancc witlr the CTII. VA and SP criteria
in that country to have been deemed to possess
originating status. in particular its non-
originating cornponents. In addition to these
criieria, thc lili providcs for t de minimis rulea
which grants Lrp to 109o of value of the ex-
works price of a non-clothin-e good to consist
of non-origintrting material. Tlris minimum is
however subject to the proportion entered in
the product specific rules.

3 C'l'll lule recluires that the product must have been

substantiulll'trrrrsfornrcd to result in l diltcrent tariff
heading fiom thc inprrt rnaterills usedt VA rule expects that
a prescliired nrininrurn l)ercentage has been added locally in
temrs of thc cx wr,r'ks price ol the good; SP rule demands
that presclitred sulficient working or processing is
undeltrken in pnrducing the good in the pref'erence-

leceiving countly rrhich tlren confers local origin on the
good.
a Also knou,r us tolerancc rule. tle nininri:; rule allows a

celtain percentalyc ol non-originating rnaterials to-be used

without al'fbctin.u, the origin ol the final product. These are

usually ir certain 1lc detelrnined proportion of the ex-works
price of the l i nirl product.
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llll GSP bcnellciarics arc not sub.jccrcd ro
a drawback rule-s blll" cnjov conccssioiis in the
type of cumulation opportunities that thcy can
exploit. lru GSP allows bilateral cUmulation
and a restricted regional cumulation. the latter
with members of Association of Soutlr Litst
Asian Nations (ASIJAN), Soulh r\sian
Association lbr Regional Coopcrarion
(SAARC) countries. and the Anclcan
Community. While bilarer.al cumulation
implies that the pref'erencc-beneliciary country
can use non-originating materials liorn I:U lrnd
vice-versa, restricted reg,ional cunrulation
allows rnembers ol' tlrese groups to use
matedals sourccd ll-rm onc unother but
originating status is confcrred on tlrc g,ood
l'rom the exporting country if thc v;rlrrc addcd
in the expoltitrg country cxcccds tltc vuluc
added in any of thc trading partrtc,s in thc
region rvhich must have provicled rnlterials lbr
or some processing of tlre gotrrl6, 'l'he

administrative and documcntarl, r'ccluilcrncnts
in the EU GSP include the usc ol a particular
tbrm tlllR I as a goods rnovcment ccrtillcatc
as well as an urigin ccrtificate (Iiorrn A). an
existing cooperation agreemonts to bencfit
from regional cumulation. and establishcd
procedure for ori_gin certification of goods as
they move withirr the regiorr.

The ELI EIIA initiative was targctcd at
least-developed country mcmbcrs ol' thc I:U
GSP and. as such. rulcs ol'origin o1'both lrave
many similar fcatures'. For cxarnple , IrU t:lli\
origin criteria arc similar to tlrosc o1'the IjU

s The drawback p:'ovisiun lillorvs oli.qinaring cxportetl good
which uses non orig.inhting tnitteriills to be exelllpted tlonl
import dr.rties or dutics lernitted to the inrpolter.t' UNCI'AD (2001) slrosccl that rhe vrltrc rdded
requirement curr Iender re.{:ionll eurnulation of Iit.tlc value.
Brenton (200"3) g.ave an cxantpk: urtbllou,s: vllue adclccl in
the nraking up of clothing in Ilun..qliulcsh r.angcs ti.ttrn
between 25 rnd 35 l)or cent ol the vuluc ol'the 1;rorJuct so
that the inrport content ol'the lilbrics iorn India is lr.ounJ
65 to 75 per cent. In this case the vriue-lrided rer;uir.enrcnt
placed on regional curnulation is not ntel. and ori-uin ol the
made-up t:lothing is not cont'crled on Banglaclesh but on
lndia. Regional cumulltion still lllows clothing pr.oiluced in
Bangladesh f}om Indian fabrics plet'erential access to the
EU but not at the zcro tiitc (for rvhich lhnlrlldestr is
eligible) but at the rate firr which India is eligiblc. u,hich is
a 20 pel cent leduction 1r'orn thc MFN lare, that is a talilf ol
9.6 per cent.

i Onc comparison ol. l:[J til]A ani.l the Cl)A (l]r.tssc itnd
Grobmann 2004) observcd rhrr under thc IlllA, 1;r.oduccrs
in least-developed A(--l) r:ountriss hlve to usc t'cw.er
inrported rnirteli:lls. palts and contponcnts tiorn orhcr ACl,
countries in order to olrtain duty- irnd quota ti'cc acccss to
the Et-l than they rvould be allotved to usc undel.the
provisions of the Cotonou Agreement.

GSP whilc thc documcntary rcquirement for
Etl EIIA wrs only 'Form A' (Table 3). Also in
the casc of Iltl-nCP CPA. most of fhe
requircmcnts trrc sirnilar to those of EBA with
certain cxccptions. For documentation. the
CPA rcquircs cxporters to complete a
certificatc ol l'r.lovcrncnt tlult I and preserve
tlris {br .} ycals. rvhilc de ninintis rulc allows a
maximum perccntagc of l5Vo of the ex-works
pricc ol'thc procluct. which is also applied to
textilos and clothing. 'l'his tolcrance level is
thc higlicst ol' all llu racie preferences
(lrtllriel'. 2004) 'l'lrcrc is bilareral cumulation
betwecrr ACl'] and IIU countries m well as
diagonal cumulation with south Africa (but
valuc uddcrl in thc cxporting country must be
highcr than in South Africa. rhis additional
rulc is lpplicablc thrcc years after the
conclusion ol' i:t.l-SA EPA) while lirnited
cumulation is gurntcd to neighbouring
countries thal alrcady belong to a coherent
gcographical cntity. 'l'his last concession
rcrprircs that administrltivc irgreemcnts must
havc bccn corrcludcd bctr,rreen EIJ-ACP and
tltc ncighllurrrirrg corrntrics.

ECOWAS urul UI|MOA llules ct'Origin
IICOWAS rulc:s of origin are contained in
I]COWAS 'l'rarle Liberalisation Scheme
(li'l'l.S) Protot:ol t\ll>llll03 wlroscr articles 2 ro
l1 dcalt with various issues ranging fiom
dellnition through thc treatment of goods
produccd irr f rcc zoncs to the proof ol origin of
products. Goods wholly obtirinecl or produced
in mcrnbcr statcs Itilvc originating status in tlre
Community. Whcrc goods arc not wholly
obtaincd an(l contain nor:-originating
malerials. suclr rnatcrials nrust havc undergone
spccillc proccssirrg or wolking in member
stltcs to conlor' ('omrnunity origin. Originating
products rvhich contlin wholly produccd or
sLrl'fi-cicntly trirnslorme d materials are
considercd proclucts originating in the member
statc in rvhich last substantial processing or
transformation took place.
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Article 3 de{'ined goods wholly prorjuccd
in member states rvhich are basicaily primary
products raiscd. extracted. harvc.sted and
obtained in mombcr statcs ancl. in
manufircturing another product. Ltscd alonc or
rnixed with clther materials and rcprcsent at
least 60%t of thc total quantity ol'ran, mirtcrials
urgq. Operations and processcs conf'crring
origin include translormation thal induccs a
change in tarifT hcading ol' a product. and
generate a value added to mate rials used
which must be at least 3A%, <-tl'thc ex-thcror),
price of the finished product. Simpll
operations that do not confer origin inclucle
ventilation drying silting. sorting. br.cakin_s up.
assembly, bottling, rnarking or. tabctting.
mixing of products. simple asscrnbly of'parts,
salting. fi'eezing of mcat. et cctt:t.tr. doods
produced under the condition ol lice trade
zone which entail partial or total srrspcnsion of
customs duty arc not cclnsidcrcd as originating
products. Origin of a product is 

- 
provcd

through the use of a certificate o1'origin rvhich
is not rcquired fbr agricultural and livcstock
products, articles made by hand or produccrl
without tools. instruments. or implcments
directly operated by the manufacturcr. Irinally.
originating industrial prrxlucts are recluired to
carry identification marks. ln articlc 17. rlre
rules of origin arc expected to
enter inl.o fbrcc on the signature ol nine
member states.

In other words. IICOWAS granrs member
countries duty free access to each other,s
market on preferential FTA and rcciprocal
basis. Its origin criteria to detenninL ttre
originating materials and components are a
change in tariff heading (CTI.I). valuc added
(f1\), and specified manufacrurin,e, process
(SP) criteria. Thus, a product e^po.ted fl.om a
member state must have wholly originated or
sufficiently worked or processed. espccially its
non-originating materials. according t; a
combination in dilTerent degrees of Cltt. Va
and SP criteria to possess originating status.
Since materials fr.om membir rtai.ri can
represent up to (r0% ol- the total quantity of
materials used. thc ECOWz\S ltoO havc a
semblance of de minintis rule that grunts up to
40%, to non-originaLing rnatcrials. ICOWAS
do not have product specific RoO. ncithcr rJoes
it have a drawback rule that membcrs can
exploit. This renders ECOWAS rulcs of origin
simplistic, they are nevertheless resh-ictive as
they do not allorv for cumulation possibilities
beyond the implicit one provicled io rncrnbers

of the I{'I'r\. Sincc goods wholly obtained in
thc tcrritory oI rlnc or rrrorc IMem[:ers of
IICOWAS arc originaring in the ECOWAS
tcn'itory. tltt:rc is iut implicit cumulation
opporlunity as such goorls qualily for
prel'clcnti al tari {'f' troatrnent.

'I'ho illrMOA rules o1, origin consider a
product originating in thc l_lnion if it is whollv
obtaincd or hls bci:n ihe subject of sufficient
working ot' prulccssing leading to
transforrnltion in a r:rember state. Its
dcllnition rrl r,,,holl-\ olrtlinccl'is sirnilar ro
that of' thc LC'O\VAS cmphasising anirnals
born and nriscd: prociucts hunted. Ijshed.
collcctcd. ol'procluccd. irr membcr states.
When products arc not wholly obtained but
contain n<ln-originating materials, such
materials mLlst bc sufficiently worked or
processed to lcacl to a change in four-digit
tariff heading. irnd valuc adcled of at least 30%
of thc ox-works price of the product.
Similarly, operations ancl p.ocess-"s not
c.onl'ening oligin in UEMOA RoO are exactly
tlrose in IICOWAS lLoO. 'l'he similarity of
I{oC) cxtcnds to sLrch goods produced under
thc condition ol' Ir.ce trade zone; proof of
origin ol a product; and marking requirement
for originatine industrial products. In other
words. thcrc is rcally no difference between
ECOWAS and tlllMOA RoO.

Solient .fbuture.t of WTO ancl E(J non-
pre.fbrential. IloO
The W'fO's provisions on rules of origin as
contained in thc z\greement on Rules of Origin
(ARO) apply to commercial policy
instruments sr-rch as the application of MFN
treatment. anti-durnping and countervailing
duties, salbguard measures. origin marking
requirements. discriminating quantitative
restrictions or tariff quotas. and government
procurcment. 'fhey do not cover prelerential
RoO neithcr arc thcy detailed harmonised
rules of origin to be uscd by Members even
when the nccd lbr harmonised RoO is
recognised lbr transparent and predictable
world tradc. 'l'hcy are general principles on the
elaboration and usc ol'I(oO by WTO members
concerning tradc in goods. The ARO provides
tlre mandatc {or harmoni-sation by the WTO
Committeo on Rulcs of Origin (CRO) and the
WCO 'l'cchnical Committee on Rules of
Origin. The definition of what constitutes a
wholly obtainetl product and the country of
last substarttiol trunsformtttion has been the
preoccupation oI thc joint committee, which in
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tlie case crl' the latter, has clefined that tlre
principal criterion to be usecl is in determining
suhstantial tl'anstormation is the CTH lrased on
Iralnronisecl system (l{S-) nornenclature. with
supplementaly VA ancl SP notnenclaturc in
S0MC CASCS.

The WTO ARO has lbur main principles
narxely, tri,lnspi,rrency. neutrality, non-
discrintination, and preclic:tability and clue
process. Thc principlc of transparencv (Article
I (a). (1'). (g), and (lr) and Article -5) is abour
M emhers prov icli n g'.r nambi guor-rs defi rr i tion of
recluirements conl'erring oligiu on goocls suclr
as specitying the applicabie taritf heacling or
sub-heaclings, the methocl to calculate the arl
t,uittrertt l)ercentuge Jor the VA system, and
the relevant manul'actuling process lbr thc SP
system. It encorrra_9es mernbels to c,nphrsise
what conf'ers origin rather than whar does not
in their rLrles of origin, and prornprly publish
and give aclvance uotice ol all Iaws relating ro
new or rnodified RoO The neurrality
principle (Article 2 (h) and (c)) ulges that RoO
shoulcl not constitr-rte instnrrlents to resttict or
distort trade while the principle on non-
discrimination (Article 2(d)) obliges RoO to
ctxlirrrn to natirlnal treatment ancl n.)ost-
favoured-nation principles. F-inally,
pleclictalrility and clue plocess (Article 2(e)
and (j)) imply that application ot RoO should
be consistent, r.rnifbrm, impartial and
reasonatrle whilc- it should be possible to
review RoO.

The ELI is consiclered as the only regional
trade arran_r{ement (ltTA) with uon-
pref'erential RoO alongside its pref.erential
IloO. Its non-pref'erential RoO are used in
member countries fbr commercial trade policy
to determine MFN treatnJent, anti-clumping
an(l countet'vailing duties, among others. Its
origin criteria are relatively simple (OECD,
2002) with suhstantial product transformation
considered as such if it is econornically
jrrstiliecl ancl results in a new procluct or
represents an irnprlrtant stage o1' manulacttrre.

EU-West Africa RoO Negotiations under
EPA
It is wiclely believed that the likelihood of
EPAs resulting in a better market access
opportunity fbr ACP countlies than under the
Cotonorr A_urcement is douhtl'ul. This
perception is colrclrecl on the thinking that the
EU is not likely to substantially libelalise its
agricultural trade, despite the promise to do so

in view of the Cancr:n logjam, thereby linritirrg
the scopc for adclitional trade fbr ACP
countries in _reneral and ECOWAS countries,
i.vhich appelr to have contpalative aclvaniage
in agricultulal prrrducts. in particr.rlar.
Accordin_e to Busse and Grobmann (2004). ir
seerns likeli, that least-rlevelopecl ACP
countries have little incentive to participlte in
an EPA, as they alreacll, henefit l}om the EBA
initiative. Ilorvever, Brenton (2003) observecl
that thele rnav be a cleal incentive to sign EPA
with the EU since the rules of origin appliecl to
ACP countries uncler the GSP rvhich governs
the EIIA are lnore stringent than lhe mles
luppliecl to these countrics uncler the Cotonou
,,\greement (Brenton. 2003). Consiclering the
corltrove|sy that the clecision to participate in
El'A is alreiicly _generating, a fl'amework for
articulating ECOWAS negotiating position in
the area ol' RoO shor.rld help to place these
issues in Dropcr perspective.

Ilasically trvo broad types of rules ol'
ruligin exist. naniely the preferential ancl nr:n-
preltrcntial rules o1'orrgin. As the lorrner exist
in a pref'elentill tlade ilrrirngement, the market
access conditions attachecl to the arrangement
nlust necessarill' be more tavourable than the
conriitions olterecl in arrungements thaI are
non-prel'erential. palticLrlarly those based on
the MFN principle. 'I'he type o1' preferential
an'angelrent cnvisagecl in the EPA is the duty-
rlLrota-fi'ee access of goods ttn a reciprocal
basis rvhich. pritrttL /itcie:, is more beneficial
than the NIFN an'ansellent rvhich ailmits
gor,.cls basecl orr N4FN tarilf rates. However,
leaping benefits fkrm the FTAs is not a

strarght ibrwarrJ irnplication of duty-cluota-free
access for several reasons. First, as a result of
tltc various distortions introduced into FTAs in
the past. such as the tpplication of restrictive
rules of origin, pref'erential trade arrangements
have not in reality ofl'erecl the kind of market
access potential expectecl. Second, inadeqr"rate
supply response capacity of ACP states has the
tendency to lirrrt the bcnef its that FTA can
oft'er. Thircl, tracle policy (especially in the
area of non-tariff barriers) other than rules of
origin ancl tariff reduction in developed group
of coLrntries continues to constrain trade flows.
The EPA nuy therelbre have to contend with
these other challenges even if its rules of
oligin are very Iiberal.

WTO-compltibilit), nonvithstanding, the
E[)A rules of'origin are expectecl to be
plef'erential, this.justified by the fact thut duty-
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quota-free accrcss ol' partners' goods is in
principle more favourable than WfO's MFN
tariff. Since pref'erential rules of origin have
been notorious fbr bcing rcstrictivc ilnd
complex. they need to contain ccrtrrin
flexibility to be able to ofl'er bencfits to the
LDCs and developing countries that will be
party to the EPA. Suppose. {br the bcncfit of
analysis, that non-tariff ban'iers (c.g. Sanitary
and Phyto-Sanitary Standards (SPS)) do not
restrict trade flows betwcen the partncrs (EU
and West Africa). and IICOWAS countries
also have su{ficient supply responsc ciritacity
(which is most unlikely). thcn thc clrallcnge
posed by restrictive and cornplcx rulcs of
origin will have to be tacklcd durins thc IiI'}A
negotiations. 'lo achieve a favourutrlc of'lcr on

RoO from the ELJ. West Afiican countrics
need to be cognisant ol'the litreral ot othcrwise
of the sway of the proposcd Agrecnrcnt's rules
of origin and juxtaposc wlratcr.'ct' off'cr fr-orn

the EU with what Wcst Aliiciin courttrics
already benelit l'rom the IlllA and Cotonou
Agreement as well as the structurc and sources

of their trade witlt tlre rest of thc world. ln
other words. because many of thc countrics
that will enter into EI']A with thc lltj arc I-DCs
with very low industrial capacity and weak

backward and forward industrial linkagcs", it
will be important for thesc cottntrics to asscss

the degree to which the agrccrncnt allows
them to source non-originating matcrials tlrat
will be used in thcir manufacturing pl'occsscs

from a network ol'cheap producers. on thc one
hand. and the extent to which their economies
would be de-industrialised by lhe strrgc in llU
imports whosc industries are likcly to
relatively satis{y the IIU-WA llPA rulcs of
origin. on the other. t

Preferential RoO not only havc thc ability
to limit tradc flows as a rcsult ol' thcir
restrictiveness and complexity. but also the
rules create tradc diversion and supprcssion
resulting from their primary aim to discourage
trade deflection. [n el'fect, the I{oO associatcd
with ttre EPA need to provicle cumttlation
opportunities for West African countrics that
extend to their cqrrc-!-t and potcntial raw
materials and componcnts tradittg piilltlcl's.
This perception assurncs tltat in Irtl-WA ljPn,
cumulation is rclativcly lcss rolcvitnL to
members of thc IiU as thcy posscss bcttcr
developed industlial capacitics tlutt ltave

i Other than Nigeria, (jhana ltncl Cotc tl'lvoilc, rcrtr,rirting

ECOWAS nreurbers alc Ll)Cs.

adequatc lorward atrcl backrvard linkages, even
in thc prcscnco o[' currcnt wave ol'
globalisation. IJc thr:sc as thcy may. there are

at lcast lour rclatcd issucs that are relevant in
thc analysis o1' thc likcly lorm that the EPA
I{oO would takc.

Onc is thc llcxibility of I{oO contained in
existing llli FTAs. such as those existing
bctwccn Lltl and South Africa, and the
Mcditcrrlncan countrics. It is rnost pertinent to
know whcthcr Wcst African countries would
bc ablc to draw sonlc lcssons ltom the
expcricnccs ol' thcsc countrics. Two, is the
extcnt to rvhich (irll curnulation. if allolved in
thc cnvisugcd lll']i\ I{oO. would make West
All'ican c(xrntrics continuc to source their
productitln mitterials rtnd components from
countrics outsidc thc Fl'A. 'fhis would require
knolvlcditc ol' currcnt sources of ECOWAS
intcrmcdiatc inputs. as wcll as manufacturing
valuc rddcd and thc sharc of manufacturing in
Gl)P. 'l'lrrcc. thc ncccssity to identify the
interfacc lrctrvcen thc I]PA ll.oO and rules
govcrning, othcr prcf'crcnccs such as the
AGOA cannot bc overemphasised. This
intcrlacc ccrtainly has implications for the cost
of mccting proliferating RoO. Four, ECOWAS
count"ries nccd to bc cognisant of the role and
implication which product specific RoO have
fol the dcvclopmertt of their economies. In
particular. l{oO in IIU GSP have product
spccific rulos such as for textiles and clothing
thlt arc morc rcstrictive and which may be
transfcrrcd to lhc lrl'A l{oO. A glimpse of
rclevant data. such as the direction of
intcrmcdiirtc goods tradc. and the share of
manulacturcs in Gl)P of both groups of
countlics. comparison ol' literaturc evaluating
othcr lltl li'l'As. alnong others, is offered in
what Ioll0us to provide insights iato the
discussion o1' wlrut typc o[ flexibility the EPA
rules ol'origin sltould allow.

'l'ablc -1 givcs att indication of thr: structure
of prodr"rction in thi: Iit.i and in West Africa,
which rcally is a roconlirmation of stylised
fhcts. 'l'lro latter. rclativc to thc former exports
morc agricull.ural rarv rnaterials and imports
less of' thc goods as wcll as possesses higher
agricultr.rral value tdded, consistent with the
rclativc abundancc ol' agricultural resources
and domirtiurcc of agricultural production in
Wcst AII'ica. 'l'he lit]. on thc other hand,
exports ancl imports tnoro Inanufactures as

wcll rs huvc highcr manulttcturing value
acldcd tharr Wcst Al'rica for the same reason

and as a rcsLrlt of iLs tcchnological capabilities.
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Table 4: Structure of Production in IiU and West Africa in 2000

Indicator liuropean Union ECOWAS

Agricultural raw nraterials expotts (7r, of merchandise exports)

A-sricultur':rl raw rrraterials inrports (%, of merchandise irnports)

Agriculture, valuc added (% of CDP)

Manutactures exports (%, ol' mer chandi se exports)

Manulhcturcs imports (%, of rnerchandise imports)

Manutacturing, value added (% of GDP)"

t..5 8.77

2.2 1.57

2.3 33.9

82.4 20. r

72.7 -57.3

2t 9.01

Stttr<'c: World Deveklptnent lndicators. 20021 Note: 'a'= data tor 1999.

Table 5: Origin Criteria in Agrcement involving the IlU

Changc of
TaritT

Value Added Specific Cunrula- 'l'olcrance Absorp-
Manuthc- tion tion

Classification turing

lfi::11: D,mc.ric l.'rpfied- Pnrcess

i"T':],';o'o t:"Hf"' Hiffi,
E[J-Pun Yes (4. 2) Yes - (50-30%,) Ycs Biluteral Yes l0%r' Yes
Eunr Im6rrt (50-

30oh)
Diagonal

EU-CSP Yes (4. 2) Yes - (50-30%) Yes Biluteral Ycs l0%,h Yes
lnrgrrt (50-

30(k,l
Diagonal"

ELJ- Ycs (4, 2) Yes - (5O-3O% ) Yes l-ull with Yes 1.5(Z' Yes
(lrtorrorr AII ACI)

countries
Lirlited
cumulution
with South
Aliica

EU-Chile Yes (4. 2) Yes - (50-30%) Yes l]ilaterill Yes 107 Yes
lmg)rt (50-

3OVo)
EU- Yes (4. 2) Yes - (50-307,) Yes Bilutelal Yes l0? Yes

lnrJxrrt (-50-

3O'7o)

lnrport (-50-

30%,\

Inrport (5(l
3U/o)

Mexico

Lr.U- Yes
Mctliterru
l.lean

Yes Biluteral Yes t0%,h Yes
Diagonul
with
lirnisia,
Algeria.
N'torocco.
Pun-Eulo
cumulation
pentling'r

EU-South Ycs (4, 2) Yes - (50--j()%,) Yes l.Jilateral Yes 157r, Yes
All'ica [)iagonul

(ACt')
Ful l

(sACtJ)).).)Etl-West 'l 'l
Aliica
Sttu r<;e : Brenton (2003)
(a) Within Antlean. ASEAN, CACM, SAARC only and subject to a -50 per cent value added rcquirement in thc
country ol exp()rt.
(b) alternative rulcs lilr textiles and clothing products, oiten in ternrs ol weight rather than value
(c) up to a maxirnunr of l5 per cent of the value of the pn)duct
(d) Pan-Eunl-Mediterranean curnulation is planned to be cxtended to all Mediterranean countt'ies that have trade
agtecments with tlre EU.

,) .)
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West Africa imports more manufacturcs than
it exports while the EU exports more
manufactures than it imports. What is more
relevant in the stnlcture is the indicator of
manufacturing value added which has direct
relationship wirh rules of origin. Clearly. it
will be easier for IrtJ firms to meet the value
added conditionality in EpA IloO than West
African countries if the criteria follow what is
contained in other cxisting EU agreemcnts.
For example. the maximum percentuge of
imported inputs of combinarions of
requirements. that is. domestic or import
content in originating products rangc l}om 30-
Sl%oin all EU Fl i\s whercas the lrighest
manufacturing value added in Wcst A1iica.
though aggregative. was 9?o in 1999. 'l'hus.
this appears to be an area where thc qrcatcst
flexibility and attention will be requircil in the
EPA RoO.

Related to this is the issue of' rvhethcr the
explicit mention of percentage of valued added
in originating goods is not morc restrictive
than the requirement of vague and ambiguous
'substantial translormation' from thc exporting
country. The fbrmer recluirement is subject to
fluctuation of cost components of the
originating product particularly those
fluctuations due to exchange rate movemonts.
Exchange rate deprcciation renders imported
inputs more expensive and makes it more
difficult to meet value added requircmenr. It is
not clear how the negotiation of this critcrion
will be settled since UEMOA. a part o{' the
West African countries. is a currcncy zone
with less exchange rate fluctuation than the
non-UEMOA members.

Table 5 indicates the origin criteria in
existing EU FTAs. The differ-ence in rhe origin
criterii is with respect to tio nr",,. n"rjy,
the type of cumulation offercd. and thc r/e
minimis rule. Based on the type of available
cumulation possibility. thc origin critcria in
EU-Chile and IiU-Mcxico arc the most
restrictive since they only allow fbr bilarcral
cumulation. Next in ranking is thc llU-Pan
Euro and EU-GSP which additionally pcrmir
diagonal cumulation. 'fhe origin criteria in EU
- South Africa appears to be close to thcsc two
but fbr the full cumulation which the Irl'A has
with members of Southern African Customs
Union (SACU).

The most liberal of the RoO. thercfore,
appears to be that of thc EU-Cotonou FI'A
which is acting as a transitional arrangcmcnt,
and a probable inducement to ACP countries,

prior to thc signing ot IIU-ACp EpAs in
December 2007. Notrvithstanding, there is
limitcd cumulation with South Africa, which
may possibly constrain the development of
intra-African trade. Thc de minimis rule is also
less stringent in the casc of the CpA and EU-
South Africa ngrcemcnts. Combining both
cumulaLion and de tttinimis rule therefore
rendcrs thc CPA's thc rnost liberal among the
RoO of Etl I,TAs. Ilowever, according to
Brenton (2003). the cle ntinimis rule applies to
thc changc of' tariff hcading and the specific
manulacturing rulcs ancl does not affect the
valuc added rulcs. implving tlrat while it does
not act to lowcr thc limitation on the use of
imported matcrials, non-originating materials
will bc countcd in import content calculations.

I'he intcrlace between the EPA and
AGOA RoO has implrcations for the cost of
complying with differcnt rypes of RoO in
post-llPA era. AGOA rules of origin permit
full cumulation as wcll irs regional cumulation
with ACP countries tlrough the efl'ect of its
limitation o[ rccluirine tktnor country content
in thc AGOA imporrs rnay .rct as a hinding
constraint ('I'able 6). lt appears, on the face
valuc therefrlrc. that thc l(oO in AGOA may
not Icad to large additional compliance cost if
the Ill'A RoO offers rhe type of cunrulation
permitted undcr AGOA. but the fact that donor
countly contcnt is r('(luired to qualil,v tbr
AGOA's originatine slirtus may constrain the
benellts liom this opporruniry. In irdclition.
product spccific IloO may include. as alrvays,
more restrictivc conditionality than b:rsic rules
of origin thut will subsequently rcnder rhe
secnring coml)atibility incongruous.

'l'able 7 contains the ten most important
imports ancl cxports of selected IiCOWAS
countries whosc sorlrces of imports lli-e ,rlso
includcd. For thc LDCs, Senegal lnd (jambia,
and Cote d'lvoire, a developing counrrv. the
llvc rnost irnportant imports in 2(X)l .,vere

solcly for consumption purposcs ,ririch were
fbr food. transportation, fuel. ancl housing.
Gcnerating scts and machinc pirrs were
important in Glrana and Nigeria respecrrvely,
giving an irrclication of sontc inuustrial
activity.
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For Ghanir. gcncrating scts rvcro impcrrtcd
fiom F.U membcrs und for Nigcria. imports of
machine p.rrts wcrc obtained ftom the USA
and [Jnitcd Kingdom. 'l'wo points clearlv
emerge liom this sotncwhat limitcd analysis.
C)ne, since the ntost intportattt actual inrports
of many of thcsc I:COWAS cottntrics are lor
consumption pul'poscs, tlrc appropriattr
analysis for application ol' rulcs of' origin in

EI'}A should bc conccntratcd in thc arca of
potential imporls lirr lirturc industrialisation
drive such that thi: lrl)A negotiations should bc

cognisant o1'this upliont. Two. thcrc would bc

cases especially in thc dcveloping countries of
West Africa wlret'c lhc most important imports
of intermediate inputs will hc sourccd liom
different Irl'As with dissirnilar rttlcs ol'origin
(such as inrport ttl'macltinc parts li<'m the (lS

and UK. with tltc laLtcr supply (iti{'l' tiI ltrc
imports tcl Nigclit). 't'lrcsc undcrscot.c lhc nccd

for delailecl analysis ol'l{o0 ol'F'l'As ilr wlrich
West All-ican cttttntrics itrc cttt'rcntly
participating. 'l'hc iitct that non-llt,t st;ttrccs til'

ten most importanf intports tll' Wi:st All-icall
countries (in 'l-ablc 7) cotlstitLrtc morc than

SOVo and trp to 70(2, ill thc citse ol' Nigcr ia

strengthens thc .iustilicltion lor lhc rcqLrcst lor
systematically sttrdicd ilnd ncgotiatcd Iloo
under IIU-WA Iil'A.

Given tlre abovc sccnarios. thc ncxt rclatcd
issue o{'intcrcst is thc likcl"v ol'f-crs and

recluests that r.vill bc ncgotiatcd bctwccn the

IlLl and Wcst Ali"ict rvith rcgard to rttles of
origin. Going througlt EU Fl'As. thc I{oO that

appears most attrilctivc to thc l:l.J is tlrat of
EU-South Al'rica. this bcirrg so duc to thc
reciprocal naturc ol'thc wliolc agrcclrcnt' on

the one hand. rtncl bccattso tlrcrc u'ottld bc nrl

need to oI'l'cr thc OPA-typc ol' l{oO rls

inducemcnt to agroc to ncg(){ilttc lls sooll lts

negotiations cotrltltct.lcc. otl tltc tllhcr' lI this is
agreed. li('OWAS ctluntrics u'ill lacc tlc
mininris rulc ol' l5% as in thc (ll)A. ittrd havc

diagonal cumulation rights witlr oach sull-
regional group ilt thc rcgion u'hich arc: tntlrer

stringent tltan is availalllc rvith ;\CP cottnttics
under CPA. lltrt Wcst African cottutrics ncccl

to have ltrll cttmulation ligllts u'ith thcsc olhcr
sub-regional grotrps tls wcll rts rvitlt A(}OA.
EU's fall-back positiorr is rcally ll'tc stuttrsqrto.

that is. thc l{oo in Cl'}A r,r'lricir ofl'crs lirll
cumulittion r.vith all fttrmer A(-'l) cottntrios and

limited cumul:ttion with South All'ica.
From Wcst AI'rican point o['vicw. it is thc

developing couttlrics atnon,q its tncmbcrs thitt

lrave grcatcr potcntial for industrialisation in
the slrolt run and this potcntial should help it
dcf inc thc typc of cumulation rights it should
request lionr'tltc liU. Nigcria. Ghana and Cote
d'lvoircr sourcc imports {iom coutttries in
Asia. North Amcrica. Southcrn Africa, and

South Arncrica in addition to thc EU. In order
filr thc sub-rcgion to rcap the fullest benefit
lrom lhe: lrPi\ I{oO. l'ull cumulation rights
shoulcl be -{reuttccl it to sourcc non-orig,inating
matcrials i}om mcmhers ttf ASI]AN' NAFTA.
Cnltlcolvl. Snl)Cl ancl i\GOA. ]'his will be

consistcnt r,vith thc ovcrriding otrjective of the

l:PA which is the development of the

ccorrornies o[' ACI' stlltcs through closer
intcgration iuilong them and their fttrther
intcgrrrtion into the global ccononly. If full
crunulation lights with thcse I'll'As are

-untntccl" l:COWAS cottntrics should be

ciurtiorrs ol' procluct spocific lloo as many of
thc crctnptions and flexibility in the basic

rulcs rrrc clolcatcd Lry tlrc inclttsicln of more

cletail,-:cl atrcl oltcn complex pt'oduct specific
I{oO.

Couctrusiotr
'['hc scrics o1' l.omi (lonvcnlir;tts lasted for 25

);Oitrs ()\rL:i {irr,r iittccessirrt: ttttcs. Alicr these,

lhe (]oti-rnor,i ,\u.l'Llotllcltt cntercd into lbrce in
r\plil 200-l trr lircilitatc et:ttntltnit: dcvelopment
and tircklc porrcl'ty. con{'licl and wflr.

cnvironmontal cicgraclalitl:t and the risk
associar,ccl u,i1h cconotnic and tcclrnological
miu'giniilisatiort.'J'hc (}ifottott Agreement's
traclc contponlrllt aims at promoting

sustainublc rlcvclollnrent ancl intends to
critdicritc povcrty tlrrough thr: ttcgotiation of a

scric:s of llconontic I)artnersltip Agrcements
(ljl>As) u,itlt sub-rcgiontl groups in Atiica
which commcttccd in 2002. 'l-he EPAs are

dcsigtrccl to 'bc W't'0-contpatible frec trade

agrccn'lcnts. attd itt this sensc are basically
rcciprocal. rvith thc ultirratc aim to

progrcssivciv rcrllovc llarricrs to IIU-ACP
tnrdc uncl lirstcr thc rcgional integration
procoss in i\fl-ica. if thc liPA ncgotiations are

corrr:luclctl itr l)cccmbcr 2001 as scheduled. the

aglcoinonts rvottlcl comc into fbrce on lst
Jlnuitry 200ti lncl thcy would bc valid fbr the

ncxt 20 ycitrs. but rcviscd cvcry 1'tvc years.

Ccrtainly. thc ltl'}A lnd its rttles of origin have

irnplications jirr national ancl rcgional trade

policy. ancl ltoscs grcat challenges for the

aclministration ol-tho attclldant t'ules of origin,
thc costs iu-isin.e lktm tltln-crlnforming RoO
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that West Afiican exporters have to comply
with. and tlre institutional roquiremcnts of
West African countries such as customs
reform and similar ports restnlcturing induced
by the coming into force of thc agreements.

First. at the rcgional levcl. IJCOWAS necd
to have established a common cxternal trade
policy suclr as a customs uuion with a
common extcrnal tariff (CIr'f ) which is
currently planned to come into {orcc on I''
January 2008. rhus coiniiding u itlr rhc coming
into force of the WA-llU EPA. A Cllrl' has
additional inlluence on thc fbrm arrd
implementation of rulcs of origin. l'his is
because though l{oO are part o{' both l;.l'As
and customs union agreemcnts. thcy play
diflerent roles undcr the two arran-qcrncnts
(Krishna. 2003). National rrade policy
challenges are concerned witlr tlrc capacity
ot' each country in West Af ica tr' ntcct tiugets
fbr both intra-regional (within ucst Afiica)
and inter-regional (with thc thre c other Afl'ican
sub-regional EPA groups) integration in terrns
of the market access conccssions rcquircd and
the effect that these would lravc on customs
revenue, industrialisation. impurt surges, and
the like. Particularly lbr rulcs of'origin. cach
country in West Africa will havc to deal with
how to address post EPA trade diversion.

Another challenge for which West African
exporters need to make preparations on how to
deal is the issue of costs of l{oO. From an
analytical perspective, Krishna (2003) vicws
that the basic effect of RoO is to raisc the
production costs of the product that meets the
binding RoO. According to Krishna und
Krueger (1995). Ii.oO spccifics binding
constraints which affect the clroice of inputs
used in production which differs from
unconstrained choice leadltrg to higher costs if
RoO are met. In cffect, the morc rcstrictive the
RoO, the higher arc the minimiscd costs. Ily
extcnsion. the more the l"lAs with RoO. the
larger are the costs of meeting their bindiug
constraints. 'l'his is more so in rcspect of the
physical content requirement that the l{oO
contain in terms of I?TA input relative to
irnported input as well as with regard to the
tirct that the incidence of incrcascd costs falls
particularly severely on small and medium-
scale firms which are in great numbers in West
Africa's low income countries.

The way to deal with thc cost-raising
aspect of RoO is in ensuring that tlre
negotiations consciously and systematically

manage tlrc rules in such a way to ensure
consistcncy with existing RoO in other FTAs
and simplicity in terms of application and
administration particularly in the case of
specific product rules. This approach
undcrpins thc inherent cost-raising nature of
RoO. sincc thcy are binding. and mitigate
rather than try to eliminate it.

'l'here ru'e administrative and institutional
challcrrges alising from administrative
requircrncnts and documentary evidence in the
application and administration of RoO while
coping r.vith these creates additional burden in
tcrms of' thc f inancial obligation. It is general
knowlcdgc in literaturc that RoO are
expcnsive to document indLrcing. thereof. a
prcfcrcncc on the part of importers to pay the
tari{'f' rather tlran hassle to meet the required
docunrcntation. In the perception of importers,
the cost of provin_r origin exceeds the duty
paid (llerin l9tt6; Krishna 2003). Some of the
documentation in existing system of
prcl'crcnccs inclLrde certificates to indicate use
ol' regional cumulation (under EU-EBA),
sLrpplicr dcclaration (under CPA). GSP-Form
A (compulsory for all products under EU-
EBn). and Form EUR I (CPA). Where self-
certificating procedures (CPA) are available or
where no ccrtificate of origin is required (US
GSP). administration of RoO tends to be less
comple x. ItoO have compliance costs for
establislring and sustaining arrangements to
detcrminc thc costs on date of shipment of
goods and fbr regular monitoring of RoO.
Apart lrom documentation. some RoO require
regionaI grollps to make application and
posscss ccntral organisation capable of
ensuring administrative cooperation (EU-
EBA). and Form A to be stamped by officially
designated sovernment authority (EU-EBA).
In vicw of thc fact that proliferation of trade
agrecments with difTering RoO further
complicatcs cr-rstoms procedures. the focus in
WA-EU Ill)A should be on how to streamline
and harmonisc IIPA I{oO with existing ones.

Dealin-q with the flnancial challenges that
the implerncntation of RoO will induce is a

significant consideration in the RoO
negotiations in particular and EPA in general.
The West Afiican group explicitly needs to
attract negotintion attention to the additional
financinl burden that proving rules of origin
under EPA will impose on their customs
administration especially in the era of trade
facilitation on which complex RoO will
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impinge, this with a view to generating
explicit modalities fbr absorbing the costs of
adjustment in customs procedures and other
port reforms required especially within the
nexus of rules of origin and trade facilitation.

The RoO negotiations under WA-EU EPA
need to start with an explicit understanding
that the basic objective of the EPA fbr West
Atl'ica will be achieved upon the principles
that the EPA RoO should not lead to trade
suppression and diversion while they need to
tacilitate the much-sought after diversification
of production away from primary commodi-
ties and support industrialisation and
cliscourage immiserising growth in the West
Afl'ican sub-region. The framework for
negotiating RoO should therefbre ensure a
systematic approach that precludes c omplex
lncl clifficult to administer rules, ls well as
permits consistent and unambiguous rules, to
bi.ing about increased effective market access
through full cumulation which allows West
Ati'ican countries the maximum flexibility in
sourcing their inputs and components thereby
engendering profound sub-rcgional integration
in line with the overall EPA objective.
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