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The Impact of ACP-EU EPAs on ECOWAS Countries: 
An Empirical Analysis of the Trade and Budget Effects 

Matthias Busse, Axel Borrmann and Harald Grossmann 

Introduction 

A major objective o f the Lomé IV Convention an d 
its precursors was to improve the trade performanc e 
of the African, Caribbean and Pacific (ACP) group 
of countries , wit h th e ultimat e ai m o f promotin g 
their economi c growt h an d development . Fo r tha t 
purpose, th e Europea n Communit y (EC ) offere d 
non-reciprocal trad e preference s t o product s origi -
nating in ACP countries. The Cotonou Agreement, 
which wa s concluded i n June 2000 , provides fo r a 
shift from the system of non-reciprocal trade prefer -
ences to Economic Partnership Agreements (EPAs) 
by the end o f 2007. ACP countrie s tha t ente r int o 
EPAs are required to set up a free trad e area (FTA ) 
with th e Europea n Unio n (EU) . This mean s tha t 
they would have to open up their domestic markets 
for almost all products from the EU within a twelve-
year period, whic h shoul d las t from 200 8 to 2020 . 
Apart from a  gradual and managed liberalisation of 
trade barriers vis-a-vis  E U imports , the main objec -
tives o f th e EP A proces s includ e a n enhance d 
market access for ACP countries to the EU, negoti-
ations o n trad e i n services , a  deepenin g o f th e 
regional integratio n proces s betwee n AC P coun -
tries, an d increase d co-operatio n i n trade-relate d 
areas like competition and investment . 

The drivin g forc e behin d th e EU' s searc h fo r 
new tradin g arrangement s wa s th e nee d t o ensur e 
World Trade Organisation (WTO ) compatibilit y of 
future ACP-E U trad e relations . Non-reciproca l 
trade preferences granted under the Lomé Conven-
tions require d a n exemptio n fro m WT O rules , 
because they were neither availabl e to al l develop-
ing countries no r restricte d t o jus t least-develope d 

countries (LDCs) . At the Fourth WTO Ministeria l 
Conference i n Doha , th e E U wa s granted th e las t 
waiver unde r th e Lom é Convention allowin g i t t o 
maintain th e preferentia l tarif f treatmen t fo r prod -
ucts originatin g i n AC P countries . Accordingly , 
ECOWAS member s an d othe r AC P countrie s wil l 
continue to enjoy duty-free access to EU markets for 
all industrial and a large part of agricultural products 
until the end of 2007. 

Negotiations o n EPAs , whic h starte d i n Sept -
ember 2002 , ar e expecte d t o b e conclude d b y 
31 December , 200 7 a t th e latest . Th e Cotono u 
Agreement largely leaves it to the ACP countries to 
decide o n th e geographica l configuratio n o f futur e 
EPAs. Yet the EU is not incline d to negotiate bilat -
eral FTAs with such a large number of countries, but 
rather prefer s t o conclud e EPA s wit h variou s 
regional groupings of ACP countries. So far, the EU 
has alread y starte d negotiation s wit h al l grouping s 
or will start the m soo n (se e Table 1) . One o f these 
regional grouping s wil l be th e Economi c Commu -
nity of West African State s (ECOWAS) , on which 
this study focuses. Founded in 1975 , ECOWAS i s a 
regional grou p o f fiftee n Wes t Africa n countrie s 
that has reduced trade barriers between its members' 
countries an d aim s t o creat e a  custom s unio n b y 
2005 with a  common external tarif f an d a common 
trade policy.1 

An EP A woul d pos e a  majo r challeng e t o th e 
governments o f ECOWA S membe r states . Whil e 
ECOWAS countries may benefit fro m improve d or 
more secur e acces s t o E U markets , i t i s les s clea r 
whether ECOWAS countries will be in a position to 
open up their domestic markets. The fear is that the 

This chapter i s a slightly abridged version of The Impact  of ACP-EU EPAs  on  ECOWAS Countries: An Empirical Analysis of  the Trade and Budget 
Effects by Matthia s Busse , Axel Borrman n an d Haral d GroBman n an d prepare d fo r th e Friedrich-Eber t Foundation , Jul y 2004 , whic h share d 
copyright with the Hamburg Institute of International Economics . 
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Table 1 . Regional grouping in the EPA negotiations and timing of negotiations 

Source: European Unio n (2004a) . 
Notes: 
aBenin, Burkina Faso , Cape Verde, Côte d'lvoire , Gambia, Ghana, Guinea, Guinea-Bissau, Liberia , Mali , Niger , Nigeria , Senegal, Sierra 
Leone, and Togo 

bCameroon, Central African Republic , Chad, Republic of Congo, Gabon, and Equatoria l Guine a 
cBurundi, Comoros, Djibouti , Democratic Republi c of Congo, Eritrea , Ethiopia, Kenya , Madagascar, Malawi , Mauritius, Rwanda , 
Seychelles, Sudan, Uganda, Zambia, and Zimbabw e 

dAntigua an d Barbuda, The Bahamas , Barbados, Belize , Commonwealth o f Dominica, Dominica n Republic , Grenada, Guyana, Haiti , 
Jamaica, St. Kitts and Nevis , Saint Lucia , St. Vincent an d the Grenadines, Suriname, and Trinidad an d Tobago 

eAngola, Botswana , Lesotho , Mozambique, Namibia , Swaziland, and Tanzania 
fCook Islands , Fiji , Kiribati , Marshall Islands , Federated States of Micronesia, Nauru , Niue, Palau, Papua Ne w Guinea , Solomon 
Islands, Samoa, Tonga, Tuvalu, and Vanuat u 

elimination o f custom s dutie s o n essentiall y al l 
products fro m th e EU wil l lea d t o a  significan t 
decline in government revenu e and to an increase 
in unemployment, provoking heightened economi c 
insecurity an d politica l instability . Therefore , eac h 
government o f ECOWAS membe r state s an d th e 
grouping as a whole has to assess the likely impact of 
opening up their domestic market s and thoroughly 
consider all policy options. 

The Cotono u Agreemen t mos t certainl y 
acknowledges that some of the ECOWAS countries 
and the other ACP countries might not be in a posi-
tion to enter into EPAs. The EU would then exam-
ine al l alternative possibilitie s i n order t o provide 
these countries with a new framework fo r trade that 
is equivalent to their existing situation and in con-
formity wit h WT O rules. Unde r presen t circum -
stances, ECOWAS countries that decide not to par-
ticipate in an EPA would have no other alternativ e 
but t o expor t unde r eithe r th e EU's Generalised 
System of Preferences (GSP ) or the Everything But 
Arms Initiative (EBA). 

There is a considerable body of literature on the 
likely impact  o f an EPA. Yet most studie s discus s 
various polic y option s fo r ACP countries o r EU-
ACP economi c relation s i n genera l rathe r the n 
assess the possible impact of the EPAs on trade flows 

or government revenue.2 For West Africa, so far the 
only quantitative assessment of the trade and budget 
effects ha s bee n publishe d b y CAP E (2002) , a 
research institut e base d i n Benin. 3 Thoug h th e 
study, commissioned by the UEMOA Commission , 
was limite d t o the group of eight UEMO A coun -
tries,4 i t forms a n important startin g poin t fo r our 
own empirica l analysis , an d we will compar e our 
results with those of the CAPE study.5 

Accordingly, thi s stud y wil l analyse the impact 
of the EPA on ECOWAS countries and Mauritania6 

using a comprehensive dataset that draws on various 
sources. Importantly , th e analysi s focuse s o n the 
impact of the EPA on West African countrie s only 
and not on the European Union , a s the effects for 
the EU are likely to be very small . In particular, it 
focuses on the trade and budget effect s tha t migh t 
occur i f Wes t Africa n countrie s ope n u p thei r 
domestic markets for EU imports. 

For two reasons, we have refrained from comput-
ing the effects i f ECOWAS countries do not sign an 
EPA with the EU, implying that they would switch 
from AC P to GSP (or EBA) preference s instead . 
First, the resulting change in tariff preferences fro m 
ACP to GSP would harm only the three non-LDCs: 
Côte d'lvoire , Ghan a an d Nigeria . All other Wes t 
African countrie s would receive the more generous 
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Regional grouping 

ECOWASa and Mauritania (Western Africa) 
CEMACb and Sao Tome and Principe (Central Africa) 
16 countriesc of COMESA (Eastern and Southern Africa) 
15 countriesc of CARIFORUM (Caribbean) 
7 countriese of SADC (Southern Africa) 
14 ACP Pacific countriesf 

Timing of negotiations 

Negotiations began in October 2003 
Negotiations began in October 2003 
Negotiations began in February 2004 
Negotiations began in April 2004 
Start of negotiations foreseen in July 2004 
Start of negotiations foreseen in September 2004 



EBA preferences. Also, rather than having an impact 
on th e majorit y o f their exports , only very specifi c 
products would be affected i n these three countries, 
though a t th e highl y disaggregate d produc t level , 
the impac t could be considerably large . Second, i n 
comparison t o th e AC P syste m o f preferences, th e 
more restrictive rules of origin in the EU's GSP and 
EBA scheme s hav e th e potentia l t o har m Wes t 
African exporter s bot h fro m LDC s and non-LDC s 
considerably. Th e computatio n o f change s i n th e 
rules of origin, however, i s somewhat arbitrary , as it 
requires assumptions on how importers and export -
ers will react to differences i n the rules of origin.7 

This stud y i s base d o n a  Friedrich-Ebert -
Stiftung/HWWA co-operatio n to analyse the likely 
consequences o f th e EPA s on Wes t Africa n coun -
tries an d t o conside r th e variou s polic y option s 
available. Preliminar y result s hav e bee n presente d 
and discusse d a t variou s join t workshop s i n Bonn , 
Brussels an d Hambur g i n 200 3 an d 2004 . Partici -
pants of these workshops, who represented differen t 
ministries o f trad e fro m ECOWA S countries , th e 
EU Commission, the UEMOA Commission and the 
ECOWAS Secretariat , provid e u s wit h ver y help -
ful comment s an d suggestions. 8 I n compariso n t o 
the preliminar y study , we extended th e analysi s t o 
all ECOWA S countrie s (an d Mauritania) , excep t 
Liberia and Sierra Leone, since we did not get suffi -
cient dat a fo r thes e tw o countries . Unfortunately , 
we could no t incorporat e domesti c production , a s 
the dat a wer e no t availabl e o n a  comparable leve l 
for al l West African countries , that is , they are no t 
made comparabl e b y internationa l organisation s 
such as the United Nations Industrial Development 
Organisation (UNIDO) . Likewise , th e sometime s 
significant informa l secto r ha d t o b e excluded , a s 
there is no reliable data or any information o n how 
to estimate its size at the required product level. 

Following u p o n variou s suggestion s an d com -
ments, w e extended th e stud y t o a  more disaggre -
gated level, namely we expanded the analysis to the 
four-digit leve l o f th e Harmonise d System , whic h 
ensures a highly disaggregated approach and enables 
us t o identif y th e mos t affecte d products . Also , 
based on th e result s of the study , we added various 
policy options and recommendations for policymak-
ers in ECOWAS countries. Naturally, the study can-

not cover all issues and aspects that are at stake with 
respect t o th e impac t o f th e EPA s o n ECOWA S 
countries. Fo r example , an y dynamic s o f regiona l 
integration in West Africa or the impact on poverty 
or gender issues have not been covered, as the focus 
is on th e direc t impact  o n trad e flows and budge t 
revenue. Nevertheless , regardin g thes e effects , w e 
think tha t th e stud y provide s policymaker s wit h 
important informatio n o n th e likel y impac t o f th e 
EPAs on ECOWAS countries. 

Against this background, the study provides some 
information o n the issues involved i n the debate as 
well as outlining the aims, method and results of our 
empirical estimatio n o f the effects . T o begin with , 
we highlight som e key economic an d trad e indica -
tors fo r Wes t Africa n countries , followe d b y a n 
explanation o f the methodology and the data used. 
Due to data limitations, a partial equilibrium model 
has bee n use d fo r th e analysis . W e presen t th e 
empirical results , the n discus s th e result s compre -
hensively and examine th e general impact  of EPAs 
on ACP countries. Based on the results, we compare 
an EPA with other policy options ECOWAS might 
consider and , finall y presen t basi c prerequisites fo r 
the EPA option. 

Trade flows, data and model structure 

Key economic indicators and trade flows 

We star t th e empirica l analysi s wit h a  roug h 
overview of some economic and social indicators of 
West African AC P countries . As can be seen fro m 
Table 2 , ECOWA S countrie s ar e relativel y poo r 
regarding income levels, measured by gross national 
income (GNI ) pe r capita . Wit h th e exceptio n o f 
Cape Verde, all West African countrie s have a GNI 
per capita o f below $1,000 . Among th e 1 5 poorest 
countries in the world measured by GNI per capita, 
five ar e fro m th e Wes t Africa n Regio n (Guinea -
Bissau, Liberia , Mali , Nige r an d Sierr a Leone). 9 

Also, th e Huma n Developmen t Inde x (HDI) 10 fo r 
West Africa i s among the lowest in the world. If low 
life expectancy rates, high poverty, infant mortalit y 
and illiterac y rate s ar e take n int o accoun t a s well, 
the pictur e o f the relativel y lo w level s of develop-
ment of the region becomes even clearer. 
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Table 2. Poverty and social indicators of ECOWAS countries and Mauritania 

Country 

Benin 
Burkina Faso 
Cape Verde 
Côte d'lvoire 
Gambia 
Ghana 
Guinea 
Guinea-Bissau 
Liberia 
Mali 
Mauritania 
Niger 
Nigeria 
Senegal 
Sierra Leone 
Togo 

Average3 

HDI 
value 

2001 

0.411 
0.330 
0.727 
0.396 
0.463 
0.567 
0.425 
0.373 
-

0.337 
0.454 
0.292 
0.463 
0.430 
0.275 
0.501 

0.430 

Population 
mid-year 
(millions) 

2002 

6.6 
11.8 
0.5 

16.5 
1.4 

20.3 
7.7 
1.4 
3.3 
11.4 
2.8 
11.4 

132.8 
9.8 
5.2 
4.8 

GNI 
per 

capita 

2002 

380 
250 

1,250 
610 
270 
270 
410 
150 
140 
240 
280 
170 
300 
460 
140 
270 

314 

Poverty1 

(%) 

1993-00 

-
61 
-

12 
59 
45 
-
-
-

73 
29 
61 
70 
26 
57 
-

49 

Life 
expectancy 

at birth 

2001 

50.9 
45.8 
69.7 
41.7 
53.7 
57.7 
48.5 
45.0 
47.0 
48.4 
51.9 
45.6 
51.8 
52.3 
34.5 
50.3 

49.7 

Infant 
mortality 

(per 1000) 

2001 

94 
104 
29 

102 
91 
57 

109 
130 
157 
141 
120 
156 
110 
79 

182 
79 

109 

Illiteracy 
rate2 

(%) 
2002 

60 
74 
24 
49 
61 
26 
-

59 
44 
73 
59 
83 
33 
61 
-

40 

53 

Sources: World Bank (2004ab), UNDP (2003) and HWWA calculations. 
Notes: 
1Percentage of population living under US$1 a day. 
2Percentage of population 1 5 years of age and above that is illiterate. 
3Unweighted averages, except GNI per capita, which is weighted by the population. 

Table 3 presents key government revenue indicators 
of West African countrie s an d give s an impressio n 
of th e importanc e o f custom s revenu e fo r eac h 
country. Th e firs t tw o column s indicat e th e ne t 
financing requiremen t o f th e government . Mos t 
West Africa n countrie s sho w significan t budge t 
deficits o f u p t o almos t 12 % o f GDP . I f capita l 
grants11 ar e excluded , th e abilit y o f Wes t Africa n 
governments to fund thei r activities from thei r own 
revenues become s mor e visible . Now , th e budge t 
deficits ar e much larger , indicating the dependenc y 
of West African countrie s on foreign grants. 

The thir d an d fourth column s of Table 3 give a 
first impressio n o f the significanc e o f customs rev-
enue wit h respec t t o tota l GD P an d tota l govern -
ment revenu e fo r Wes t Africa n countries . In  gen -
eral, customs revenue consists of import and exports 
duties and other statistical fees, taxes and surcharges 
related t o trade . Wit h respec t t o th e EPA , onl y 
import tariff s vis-à-vis  EU import s wil l b e elimi -

nated. The following analysis will, hence, only con-
centrate on import duties collected. Import duties as 
a shar e o f GD P rang e fro m 1.1 % i n Guine a an d 
Niger up to 5.4% in Gambia. Import duties as a per-
centage of total government revenue , on th e othe r 
hand, vary from 4.7% in Nigeria to 33.7% in Gam-
bia. Base d o n thes e tw o indicators , Gambi a an d 
Cape Verde are highly dependent o n impor t duties 
to financ e governmen t expenditure . Apar t fro m 
these tw o countries , th e percentage s i n Benin , 
Ghana, Senega l an d Tog o are als o relatively high , 
indicating th e potentia l significanc e o f the impac t 
of the EPA on government revenue if import duties 
decline to a considerable extent . 

The importanc e o f import duties becomes more 
apparent i f th e relativ e magnitud e o f import s an d 
protection levels of West African countrie s vis-à-vis 
imports from th e EU are taken into account (Tabl e 
4). O n average , on e hal f o f tota l Wes t Africa n 
imports are from the European Union. Yet this figure 
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Table 3: Key government revenue indicators of ECOWAS countries and Mauritania, 2001 

Country 

Benin 
Burkina Faso 
Cape Verde 
Côte d'lvoire 
Gambia 
Ghana 
Guinea 
Guinea-Bissau 
Liberia 
Mali 
Mauritania 
Niger 
Nigeria 
Senegal 
Sierra Leone 
Togo 

Average2 

Government deficit (-)/ surplus (+) 
(incl. grants) 

-1.5 
-4.0 
-5.2 
0.9 

-6.3 
-10.1 
-4.4 

-11.7 
-

-5.1 
-1.8 
-2.4 
-1.5 
-2.0 

-11.4 
-2.1 

-4.6 

(excl. grants) 
% of GDP 

-4.2 
-11.3 
-11.0 

0.3 
-9.8 

-14.6 
-7.8 

-26.2 
-

-9.5 
-5.7 
-7.1 
-1.5 
-3.9 

-18.6 
-2.6 

-8.9 

Import duties 

% of GDP 

2.5 
1.5 
5.1 
1.4 
5.4 
2.73 

1.1 
1.7 
-
1.8 
2.4 
1.1 
2.33 

3.2 
-
2.4 

2.5 

% of government 
revenue1 

18.1 
12.0 
24.8 
8.2 

33.7 
15.53 

9.4 
8.5 
-

10.7 
12.8 
12.3 
4.73 

17.8 
-

17.1 

14.7 

Sources: World Bank (2004b), UNCTAD (2004), ITC (2004) and HWWA calculations. 
Notes: 1Excluding grants. 2Unweighted averages. 32000. 

Table 4. Key trade and tariff indicator s of ECOWAS countries and Mauritania, 200 1 

Country 

Benin 
Burkina Faso 
Cape Verde 
Côte d'lvoire 
Gambia 
Ghana 
Guinea 
Guinea-Bissau 
Liberia 
Mali 
Mauritania 
Niger 
Nigeria1 

Senegal 
Sierra Leone 
Togo 
Average3 

Imports from the 

% of GDP 

11.3 
9.9 

31.2 
11.1 

36.4 
25.1 

9.8 
18.2 
-

13.8 
17.7 
4.8 
6.8 

19.3 
-

12.1 
16.3 

EU 

% of total imports 

44.4 
44.6 
74.3 
57.4 
61.8 
43.1 
49.0 
59.7 
-

36.3 
47.5 
28.9 
47.9 
51.8 
-

43.0 
49.3 

Tariff rate 
total imports 

%2 

12.6 
11.0 
15.4 
10.7 
11.8 
16.2 
6.0 

14.2 
-

10.6 
8.7 

12.9 
20.0 

9.4 
-

10.9 
12.0 

Tariff rate 
EU imports 

%2 

12.6 
10.5 
15.8 
10.0 
11.8 
18.8 
6.3 

15.3 
-
9.6 
8.5 

12.0 
19.5 
10.4 
-

10.2 
12.0 

Sources: UNCTAD (2004) and ITC (2004). 
Notes: 12000.2Import-weighted averages. 3Unweighted averages. 
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can be much higher for individual countries, such as 
Cape Verde (74.3%) and Gambia (61.8%) . In these 
two countries , th e shar e o f E U import s i n GD P 
reaches 31.2 and 36.4% of GDP, respectively, which 
indicates a very high dependency on EU imports to 
these countries . On th e othe r hand , Niger import s 
less fro m th e E U (28.9% ) i n compariso n t o it s 
neighbours. 

The tw o remaining column s o f Table 4  give an 
impression of the protection level s of West Africa n 
countries vis-à-vis  total import s an d E U import s 
with respec t t o tarif f barriers . Whil e th e averag e 
import tarif f rat e fo r al l Wes t Africa n countrie s i s 
12%, th e sam e figure s fo r tota l import s an d E U 
imports for Nigeria ar e 20 and 19.5% , respectively . 
For th e majorit y o f Wes t Africa n countries , th e 
import-weighted tarif f rat e for EU imports i s in the 
range betwee n 1 0 an d 15% , indicatin g moderat e 
levels of (tariff) protection . 

The vast majority of imports in all West Africa n 
countries consis t o f manufacture d commodities , 
such as machinery, electrical appliances, cars, trucks, 
etc. Apart fro m Guinea-Bissau , th e shar e of manu-
factures in total imports from the EU in West African 
countries i s eve n highe r tha n th e sam e figur e fo r 
total import s fro m al l countries , indicatin g tha t 
these countries predominately import manufacture d 
goods from the EU. Apart from Guinea and Ghana, 
West Africa n countrie s appl y lowe r tarif f rate s o n 
raw materials than on agricultura l or manufacture d 
goods.12 

The EU , conversely , import s predominatel y 
agricultural product s an d ra w material s fro m 
ECOWAS countries (see Table 6). The trade struc-
ture between the EU and West Africa is , thus, fairly 
typical fo r develope d an d developin g countries . In 

Table 5. EU-ECOWAS trade structure, 2002 

2002, the E U had a n overal l trad e surplu s vis-à-vis 
ECOWAS of some $1.7 billion. 

Not surprisingly , import s fro m Franc e an d th e 
United Kingdom , th e forme r colonia l power s i n 
West Africa , dominat e tota l import s fro m th e E U 
(see Figure 1) . Other important trading partners are 
Germany, Italy, and the Benelux countries. 

Figure 1. ECOWAS imports from the EU by 
countries, 2001 

Source: ITC (2004) 

At th e tim e o f concluding th e EPA , scheduled fo r 
December 2007 , West African countrie s will elimi-
nate tarif f barrier s on imports for all 25 (or possibly 
more) E U members . Th e followin g analysis , how -
ever, will exclusively focus on the 15 members of the 
European Union in 2001, the base year for trade and 
tariff data . The te n accessio n countries tha t joine d 
the E U i n Ma y 200 4 wil l b e exclude d fro m th e 

Product category 

Agricultural products 
Raw materials 
Manufactured goods 

Total 

EU exports to ECOWAS 

US$ (millions) 

1,864 
806 

8,301 

10,971 

% 

17.0% 
7.3% 

75.7% 

100.0% 

EU imports from ECOWAS 

US$ (millions) 

2,902 
5,231 
1,147 

9,280 

% 

31.3% 
56.4% 
12.3% 

100.0% 

Source: ITC (2004). 
Note: Mauritania i s included in the ECOWAS group. 
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analysis. The trade and budget effects ar e thus likely 
to be larger , dependin g o n import s an d dutie s col -
lected on imports from E U accession countries. For 
the year 2001, total imports by ECOWAS countries 
from th e te n accessio n countrie s wer e relativel y 
small i n compariso n t o th e 1 5 ol d E U member s 
(see Figur e 2) . Thei r shar e o f tota l import s onl y 
amounted t o 1 % i n 2001 , far les s tha n th e sam e 
figure for the EU-15 (47%) . Other importan t trad -
ing partners of ECOWAS countries were Asia (19%), 
the intra-ECOWAS trade (13%) and North America 
(9%). 

Figure 2. Structure of ECOWAS imports, 2001 

Source: ITC (2004). 

Data and model structure 

On th e whole , th e quantitativ e analyse s o f th e 
impact o f an EP A on trad e flows are typicall y per -
formed i n eithe r a  partia l o r genera l equilibriu m 
framework. B y their very nature, partial equilibrium 
models allow highly detailed studie s on the impact 
of trade policy changes to be made. In contrast, gen-
eral equilibriu m model s attemp t t o describ e th e 
effects o f discriminator y tarif f preference s o n th e 
economy a s a whole an d th e intersectora l linkage s 
in particular . I n mos t cases , genera l equilibriu m 
models are thus more suitable to analyse the overall 
trade and welfare effects. Yet they require a so-called 
social accounting matrix with detailed informatio n 
on each of the involved economies, such as sectoral 
production data or substitution elasticities. 

Since th e require d dat a i s not availabl e fo r al l 
West Africa n countries , w e hav e t o rel y o n a n 
appropriate partial equilibrium model More specifi-
cally, the model of Verdoorn (1960 ) wil l be used to 
estimate the impac t on trade flows and budget rev-
enue in West African countries . Despite its age, it is 
a suitable partial equilibrium model for the analysis 
of trade flows in the proposed EPA.13 In the spirit of 
the 'Armingto n assumption ' (Armingto n 1969) , 
this model assumes product differentiation betwee n 
supplying countries . Importe d good s from differen t 
countries are considered t o be imperfect substitute s 
in use. This assumption seems reasonable, since the 
majority of African import s consist of manufactured 
goods (see Table 5). 

Verdoorn's mode l i s base d o n th e norma l 
assumptions o f partial equilibriu m analysis , such as 
no repercussions on exchange rates or incomes due 
to changing trad e flows, iso-elastic import-deman d 
functions, an d infinite supply elasticities. The latte r 
assumption, frequently applied in models of interna-
tional trade , seem s appropriat e i n th e cas e o f th e 
European Union , sinc e th e E U i s relativel y larg e 
and it s exports t o ECOWAS countrie s accoun t fo r 
only 0.5% of total EU exports in 2002 (ITC 2004), 
or other major exporters , such as the United States . 
Yet i t migh t b e some cause for concer n fo r smalle r 
export nations , such a s other African countries . In 
reality, thei r elasticitie s of supply are less than infi -
nite. Yet the share of exports to ECOWAS countries 
in domestic production is usually not very large. For 
these reasons , expecte d change s i n tota l domesti c 
production are likely to be small and the assumption 
of horizontal supply curves seems appropriate. 

To analys e th e differen t trad e effect s th e EP A 
may have , le t u s conside r a  particula r commodit y 
category (Q), such as shoes. The consumer wishes to 
maximise his utility 

(1) 

where the branch of the utility function f 1 i s homo-
geneous. Q 1 an d Q 2 denot e import s o f shoe s fro m 
preferred and non-preferred countries , and Q3 repre-
sents domestically produced shoes. The assumptio n 
of homogeneity o f the utilit y function implie s tha t 
total import s (Q 1 + Q2) ar e substitute d equall y fo r 
domestic production. By using import demand elas-
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ticities, w e ca n thu s emplo y impor t dat a withou t 
having t o rel y o n domesti c productio n data . Thi s 
particular assumptio n i s not onl y convenient , bu t 
rather necessar y fo r th e majorit y o f Wes t Africa n 
countries. T o includ e domesti c productio n i n th e 
calculations, we would have to obtain highly disag-
gregated data a t the four-digi t leve l of the Interna -
tional Standar d Industria l Classificatio n (ISIC) , 
compiled b y th e UNID O (2004) . Apar t fro m 
Senegal, this data is either not available or obsolete. 
We have thus excluded domestic production i n the 
following analysis of the effects o f the EPA on West 
African countries . 

Tariff an d trad e data , o n th e othe r hand , ar e 
accessible. Th e tariff s wer e obtaine d fro m th e 
UNCTAD (2004 ) Trade Analysis and Informatio n 
System (TRAINS), which is a comprehensive com-
puterised informatio n syste m at the tariff-line leve l 
using, among others, the Harmonised System (HS ) 
of product classifications . Fo r Cape Verde , Guine a 
and Gambia , TRAIN S doe s no t repor t an y tarif f 
information. Hence, we had to rely on other sources, 
that is , for Cape Verde we used the national six- to 
ten-digit H S tarif f schedule , provided b y the Cap e 
Verde Ministr y o f Economic s (2004) , an d aggre -
gated i t to the four-digit H S level, using the appro-
priate trad e figures. 14 Fo r Guinea, w e obtained th e 
HS tariff s fro m th e WTO (2004 ) Integrate d Data -
base, which is a similar database for trade and tariffs , 
but covers fewer countrie s and years in comparison 
to TRAINS. 

In the case of Gambia, we could not obtain dis-
aggregated tariffs and thus used the import-weighted 
tariff rat e fo r tota l imports , reporte d b y th e IM F 
(2004). Among ECOWAS countries , Sierra Leon e 
and Liberia had to be excluded from the analysis, as 
tariff data for both countries could not be obtained. 
Hence, th e empirica l analysi s ha s bee n performe d 
for a  total of 1 4 West African countries , that is , 13 
ECOWAS countries plus Mauritania. The base year 
is 2001, or the mos t recen t yea r for which reliabl e 
trade an d tarif f dat a wer e available. 15 Finally , th e 
trade dat a wer e extracte d fro m th e COMTRAD E 
database, whic h i s availabl e onlin e an d o n CD -
ROM (ITC 2004), and TRAINS (UNCTAD 2004).16 

Verdoorn's model focuses on imports from differ -
ent sources, that is , imports from preference benefi -
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ciaries an d fro m non-beneficiaries . Th e mode l i s 
based o n tw o ke y assumptions . First , th e deman d 
function o f th e preferenc e dono r (ECOWAS ) fo r 
any single good takes the following form: 

(2) 
where P1 and P 2 are the prices of beneficiaries' an d 
non-beneficiaries' imports , a1 and a2 are share coef-
ficients (a 1 =  Q1/(Q1 + Q2) an d α1 + α2 =  1) , β i s a 
parameter an d ε  represents th e elasticit y o f impor t 
demand. 

Second, the elasticity of substitution (σ ) of pre-
ferred and non-preferred import s can be defined as: 

(3) 

If th e tarif f (t ) i s eliminate d onl y o n preferre d 
imports Q 1 and supply elasticities are infinite, the n 
the price of the beneficiaries' imports P1 changes by 

(4) 

Then th e tota l expansio n o f imports from th e pre-
ferred country' s viewpoin t du e t o th e trad e prefer -
ences can be expressed as follows:17 

The chain reaction comes in two stages: first the tar-
iff i s eliminated onl y on Q2, and P1 falls , and the n 
the consume r substitute s Q 1 fo r Q 2. Equatio n (5 ) 
can be rearranged by substituting a2 for a 1: 

(6) 

The tota l chang e i n preferred import s ca n b e spli t 
into trade creation (TC ) an d trade diversion (TD) . 
The former i s defined as the change in imports from 
beneficiaries' countrie s an d consist s o f th e con -
sumption effect, tha t is , the increase in overall con-
sumption due to lower prices, and the displacement 
of domestic production. 18 This effec t ca n be deter -
mined from th e preferred country' s point of view as 
follows: 

(7) 
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the degre e o f homogeneit y o f th e products , w e 
differentiated betwee n agricultura l products , ra w 
materials and manufactured good s (see Table 6). In 
particular raw materials are more likely to be substi-
tuted, a s the y ar e mor e simila r i n compariso n t o 
manufactured o r agricultura l goods . I n contras t t o 
the impor t demand elasticities , the assume d values 
for the elasticity of substitution ar e higher, because 
imports from , fo r instance , th e Unite d State s an d 
the E U ar e mor e likel y t o b e substitute d tha n E U 
imports and domestically produced goods. From our 
perspective, the mid scenario is the most likely out-
come of the EPA between ECOWAS countries and 
the EU . The lo w and high scenarios , on th e othe r 
hand, provid e lowe r an d uppe r boun d estimate s of 
the trade and budget effects o f the EPA. 

Elasticities a t th e four-digi t leve l ar e usuall y 
higher than those at a more aggregated level , as we 
can expec t a  higher degre e o f competition amon g 
more simila r goods . Fo r example , i f tw o differen t 
products (e.g. aeroplanes and motor vehicles) belong 
to a given category (transpor t equipment) , then we 
can expect that the elasticity of substitution amon g 
imports o f moto r vehicle s fro m differen t countrie s 
would be higher than the one between motor vehi-
cles an d aeroplanes . Onl y th e mor e disaggregate d 
level allow s a  differentiatio n betwee n suc h goods , 
implying higher elasticities. In general, our assumed 
figures ar e well within th e range of similar elastici -
ties of other developing countries.19 

For Gambia, we assumed values for both elastici-
ties at the aggregated level , that is , total imports , as 
disaggregated tarif f dat a could not be obtained (se e 
Table 7) . In comparison to the figures for the othe r 
West African countries , both elasticitie s ar e lower, 
as the degree of substitutability is likely to be smaller 
on a more aggregated level.20 

Table 6. Assumed values for the elasticities, four-digit level 
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Similarly, trade diversion i s defined a s the substitu -
tion o f preferre d fo r non-preferre d import s du e t o 
the preferential tariff elimination : 

(8) 

Finally, the expected change in import duties (ID) is 
equal t o the su m of impor t dutie s for import s fro m 
preferred countrie s Ql , whic h ar e no w exclude d 
from impor t tariffs , an d the replacement o f import s 
from non-preferre d countrie s (TD ) multiplie d b y 
the import tariff: 

(9) 

where t1 and t2 represent the tariff rates for preferred 
and non-preferred imports , respectively. 

The estimatio n o f trade creatio n an d diversio n 
and th e change s i n impor t dutie s ha s bee n con -
ducted a t th e four-digi t H S level . At tha t leve l of 
aggregation, the HS schedule consists of 1,241 goods. 
In comparison t o an estimate a t a  more aggregate d 
level, this highly disaggregated approach ensures an 
accurate estimation of trade effects, sinc e i t takes -
in th e cas e o f trad e diversio n -  competitio n fro m 
various countries at an appropriate level into account. 
Also, it allows the identification of the commodities 
that are most likely to be affected b y the EPA. 

As can be seen from (7 ) an d (8) , estimation of 
TC an d T D i n th e differentiate d produc t mode l 
requires estimate s o f impor t deman d an d substitu -
tion elasticities. Reliable estimates for both elastici-
ties for West African countrie s a t the four-digit H S 
level ar e no t available . A s a  remedy , w e assume d 
values for these elasticities. More specifically, we set 
up three scenarios: low, mid and high. The scenarios 
differ wit h respec t t o th e assume d elasticities . T o 
address differences i n elasticitie s tha t ar e based o n 

Product category 
(HS chapters) 

Agricultural products (01-24) 
Raw materials (25-27) 
Manufactured goods (28-97) 

low 

0.4 
0.6 
0.8 

Import demand elasticity 

mid 

0.7 
0.9 
1.1 

high 

1.0 
1.2 
1.4 

low 

1.0 
2.0 
1.8 

Elasticity of substitution 

mid hig h 

2.0 3. 0 
3.5 6. 0 
3.0 4. 0 

Note: The elasticities refer to the four-digit HS level for all ECOWAS countries and Mauritania except Gambia. 
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Table 7. Assumed values for the elasticities, total imports , Gambia 

Product 

Total imports 

Import demand elasticity 

low mi d hig h 

0.5 0. 7 0. 9 

Elasticity of substitution 

low mi d hig h 

1.3 2. 0 2. 5 

Information o n impor t dutie s ha s bee n obtaine d 
from IM F staff report s on each West African coun -
try (IM F 2004) . Base d o n th e IM F data , w e hav e 
computed collection ratios, that is, the share of duty 
collected on the c.i.f. value of imports.21 Collection 
ratios are clustered i n the range 5 to 10 % in half of 
West African countries, with Cape Verde and Nigeria 
above and Ghana and Mali below that range (Table 
8). Collection efficienc y ratios , defined a s the per -
centage o f the collectio n rati o o f import-weighte d 
tariff rates , have also been calculated. They provide 
information on whether there are particular exemp-
tions, suc h a s specia l trad e preferences , du e t o 
export-processing zones , and/or deficiencie s i n th e 
duty collection due to red tape, smuggling or corrup-
tion. Also, since there are no preferential tarif f rates 
for West African countries included in the TRAINS 
database, th e reporte d import-weighte d tarif f rate s 
are naturally larger than the collection rates. 

By this measure, Guinea and Senegal are partic-
ularly good performers, collecting 90% and more of 
their statutor y rates . Ghana , Guinea-Bissa u an d 
Mali, on the other hand, have a rather poor record 
in collectio n efficiency , wit h ratio s belo w 35% . 
Importantly for the empirical results, only the actual 
collected import duties will be incorporated into the 
analysis, as these duties are subject to elimination as 
part of the EPA.22 

Impact assessment for ECOWAS 
countries and Mauritania 

Empirical results 

After describin g th e mode l an d th e dat a used , w e 
turn now to the estimation of the trade and budget 
effects o f th e EP A o n ECOWA S countrie s an d 
Mauritania. As a start, we have to make an assump-
tion about the timing of trade liberalisation, as stip-

Table 8. Efficiency of import duty collections, 2001 

Sources: HWWA calculations based on IMF (2004), UNCTAD (2004) and ITC (2004) data. 
Notes: 1Percentage of duty collected of the c.i.f. value of imports. 2Collection ratio divided by import-weighted tariff rate . 32000. 
4n-weighted averages. 
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Country 

Benin 
Burkina Faso 
Cape Verde 
Côte dΊvoire 
Gambia 
Ghana3 

Guinea 
Guinea-Bissau 
Mali 
Mauritania 
Niger 
Nigeria3 

Senegal 
Togo 
Average4 

Collection 
ratio1 

(%) 
9.7 
6.8 

12.1 
7.4 
9.2 
4.7 
5.4 
5.4 
4.6 
6.4 
6.9 

15.9 
8.5 
8.4 
8.0 

Import-weighted 
tariff rate 

(%) 
12.6 
11.0 
15.4 
10.7 
11.8 
16.2 
6.0 

14.2 
10.6 
8.7 

12.9 
20.0 

9.4 
10.9 
12.2 

Collection 
efficiency2 

(%) 
76.5 
61.3 
78.7 
68.8 
78.3 
29.1 
89.9 
38.2 
43.7 
73.3 
53.4 
79.7 
90.0 
77.0 
67.0 



ulated i n th e propose d agreemen t betwee n 
ECOWAS countrie s an d th e EU . Under th e likel y 
terms of the EPA, tariffs wil l be eliminated within a 
period of up to 12 years for the most part, although a 
few import-sensitive goods are likely to be excluded 
from the agreement. An examination conducted by 
the WTO' s Committe e o n Regiona l Trad e Agree -
ments suggest s tha t FTA s typicall y cove r betwee n 
80 an d 95 % o f th e trad e betwee n FT A member s 
(WTO 2002) . I n ou r analysis , however , w e hav e 
assumed a  complete tarif f liberalisatio n a t the tim e 
of th e bas e yea r an d focuse d o n th e fina l stag e o f 
trade barrier elimination instea d o f calculating th e 
effects a t each stage . Thus, our figures ar e likely t o 
be uppe r boun d estimate s o f th e stati c trad e an d 
budget effects , dependin g o n ho w man y product s 
will be excluded from the agreement . 

As ca n b e see n fro m Tabl e 9 , i n th e cas e o f a 
complete tariff liberalisation vis-à-vis  EU imports in 
all West Africa n countries , tota l import s fro m th e 
EU are expected t o increase in the mid scenario i n 
the range of 5.2% (Guinea-Bissau) t o 20.8% (Nige-
ria). Apart from Nigeria, relatively high trade effects 
can be expected in Benin (increase in total import s 
by 11.6%) , Cape Verde (11.7%) , Senegal (11.5% ) 
and Togo (10.9%). The reasons for this outcome are 
mainly above-averag e tarif f rate s fo r E U import s 
and/or relativel y hig h import-dut y collection-effi -
ciency ratios. In absolute terms, the increase in total 
imports i n Nigeri a i s b y fa r th e larges t i n Wes t 
Africa, due to the magnitude of both overall and EU 
imports. 

The lo w and high scenario s give an impressio n 
of the expected range of the trade effects. In general, 
the results for the high scenario are roughly twice as 
large as those for the low scenario, since the assumed 
values for the elasticities in both scenarios are - o n 
average -  als o roughl y twic e a s large . Ther e are , 
however, differences a t the country level , since th e 
import structur e i n Wes t Africa n countrie s differs . 
This applies in particular to Ghana and Togo, as in 
both countries imported raw materials from the EU 
make up a relatively large share in total imports. 

Trade creatio n exceed s trad e diversio n (i n 
absolute levels) in all scenarios and all West African 
countries. Fo r trad e creation , th e increas e i n E U 
imports i n th e mi d scenari o range s fro m 3.6 % i n 

Mali t o 12.5 % i n Nigeria . Again , relativel y hig h 
trade barriers vis-à-vis EU imports are the main rea-
son for the larger trade effects i n Nigeria. The trade 
diversion effect s ar e somewha t smaller . Fro m th e 
perspective o f non-preferre d imports , th e larges t 
decline ca n b e expecte d (again ) i n Nigeria wit h a 
decrease of $229 million or 7.6%. At first sight , the 
larger trad e creatio n figure s ar e somewha t surpris -
ing) given th e fac t tha t th e assume d values for th e 
elasticity o f substitutio n i s i n al l case s large r tha n 
the impor t deman d elasticity. 23 This assumptio n i s 
reasonable, since imports from different sources , say, 
the Europea n Unio n an d th e Unite d States , ar e 
much more likely to be substituted than EU imports 
and domestically produced goods. This holds in par-
ticular for manufactured good s like machinery, cars, 
etc., which make up the bulk of ECOWAS imports. 
Nevertheless, th e result s ar e plausible , i f w e tak e 
into account that the estimation of the trade effect s 
has bee n performe d a t th e four-digi t H S level . A t 
that level of disaggregation, there are only or mostly 
imports from th e E U for a  considerable numbe r of 
products and, thus, no or very small trade diversion 
effects.24 

From an economic point of view, trade creation 
is welfare improving , as consumers substitute lowe r 
cost beneficiar y import s fo r good s produce d a t 
home. Trad e diversion , o n th e othe r hand , wil l 
decrease welfare , a s a  mor e efficien t sourc e o f 
imports will be displaced by a higher cost producer. 
From this perspective, the EPA between the EU and 
ECOWAS countrie s an d Mauritani a i s likel y t o 
increase overal l welfar e level s i n Wes t Africa n 
countries. Yet this does not hold for al l products, as 
at the highly disaggregated level trade diversion can 
exceed trade creation. 

Importantly, thes e trad e effect s d o no t occu r 
immediately after the tariffs have been removed. To 
begin with , th e tariff s ar e likel y t o b e phase d ou t 
over a  period o f 1 0 to 1 2 years. The effect s would , 
hence, depend on the timetable of tariff eliminatio n 
in Wes t Africa . Ther e ar e furthe r tim e lags , since 
relative price s d o no t adjus t immediatel y afte r 
changes in tariff rates. As a consequence, it will take 
some tim e befor e a n increas e i n tota l E U import s 
and th e replacemen t o f non-E U import s ca n b e 
observed i n ECOWAS countries . The spee d of the 
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Table 9. Trade effects of EPA on ECOWAS countries, 2001 

Country 

Benin 

Burkina Faso 

Cape Verde 

Côte dΊvoire 

Gambia 

Ghana1 

Guinea 

Guinea-Bissau 

Mali 

Mauritania 

Niger 

Nigeria1 

Senegal 

Togo 

Scenario 
setting 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Trade creation 

us$ 
(millions) 

13.8 
20.4 
27.0 

9.9 
14.1 
18.3 

11.5 
16.9 
22.3 

48.4 
69.3 
90.3 

5.9 
8.2 

10.6 

31.6 
45.8 
59.9 

9.8 
14.3 
18.8 

1.1 
1.6 
2.2 

9.3 
13.3 
17.4 

6.9 
9.8 

12.7 

3.0 
4.6 
6.1 

244.5 
348.3 
452.1 

49.2 
71.2 
93.2 

6.9 
10.1 
13.2 

% o f preferred 
imports 

5.2% 
7.6% 

10.1% 

4.0% 
5.7% 
7.4% 

6.3% 
9.2% 

12.2% 

4.2% 
6.0% 
7.8% 

4.1% 
5.8% 
7.4% 

2.5% 
3.7% 
4.8% 

3.3% 
4.9% 
6.4% 

3.0% 
4.5% 
6.0% 

2.5% 
3.6% 
4.7% 

3.9% 
5.5% 
7.2% 

3.2% 
4.9% 
6.5% 

8.8% 
12.5% 
16.3% 

5.5% 
8.0% 

10.4% 

4.5% 
6.6% 
8.7% 

Trade diversion 

us$ 
(millions) 

5.6 
10.7 
15.5 

5.1 
9.8 

14.4 

2.4 
4.5 
6.5 

13.1 
25.3 
35.9 

3.6 
5.8 
7.2 

21.2 
40.2 
59.2 

5.2 
10.0 
15.6 

0.1 
0.3 
0.4 

4.3 
8.3 
11.8 

2.8 
5.4 
7.9 

1.8 
3.5 
5.3 

118.6 
229.1 
327.6 

16.3 
31.4 
45.7 

3.4 
6.5 

10.1 

% o f non-preferred 
imports 

1.7% 
3.2% 
4.6% 

1.7% 
3.2% 
4.7% 

3.7% 
7.1% 

10.2% 

1.5% 
2.9% 
4.2% 

4.1% 
6.6% 
8.2% 

1.3% 
2.4% 
3.6% 

1.7% 
3.3% 
5.1% 

0.5% 
1.1% 
1.5% 

0.7% 
1.3% 
1.8% 

1.5% 
2.8% 
4.0% 

0.8% 
1.5% 
2.3% 

3.9% 
7.6% 

10.8% 

2.0% 
3.8% 
5.5% 

1.7% 
3.2% 
5.0% 

Total trade effect 

us$ 
(millions) 

19.4 
31.1 
42.6 

15.0 
23.9 
32.8 

13.8 
21.5 
28.8 

61.5 
94.7 

126.2 

9.5 
14.0 
17.7 

52.9 
85.9 
119.1 

15.0 
24.3 
34.4 

1.2 
1.9 
2.5 

13.6 
21.6 
29.1 

9.7 
15.2 
20.6 

4.8 
8.1 
11.4 

363.1 
577.4 
779.7 

65.6 
102.7 
138.9 

10.3 
16.6 
23.3 

% o f preferred 
imports 

7.2% 
11.6% 
15.9% 

6.1% 
9.7% 

13.3% 

7.5% 
11.7% 
15.7% 

5.3% 
8.2% 

10.9% 

6.7% 
9.9% 

12.5% 

4.2% 
6.9% 
9.5% 

5.1% 
8.3% 
11.7% 

3.4% 
5.2% 
7.0% 

3.7% 
5.9% 
7.9% 

5.5% 
8.6% 
11.6% 

5.1% 
8.6% 

12.1% 

13.1% 
20.8% 
28.0% 

7.3% 
11.5% 
15.5% 

6.8% 
10.9% 
15.3% 

Source: HWWA calculations 
Note: 12000 
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adjustment t o changes in relative prices depends on 
the behaviou r o f E U an d non-E U exporter s an d 
West African importer s and/or wholesalers. If there 
is less competition, relativ e prices will adjust mor e 
slowly and, hence, any changes in the import struc-
ture and domestic production will take their time. 

Apart from th e impact  on trade flows, the tarif f 
elimination wil l lead t o a  decline i n impor t dutie s 
and, hence, tota l government revenue . In  absolut e 
terms, the decline i n impor t duties i n the mi d sce-
nario ranges from $2. 2 million i n Guinea-Bissau t o 
$487.8 million in Nigeria (see Table 10) . As a share 
of total import duties, the decrease will be largest in 
Cape Verde, with a  decline of 79.9%. More impor -
tantly, impor t dutie s ca n b e a  significant sourc e of 
total governmen t revenue . A  considerabl e declin e 
might the n affec t th e publi c financia l position s o f 
West African government s and their ability to pro-
vide publi c goods . Fro m thi s perspective , Cap e 
Verde and Gambia will be particularly affected wit h 
an estimate d declin e i n tota l governmen t revenu e 
in the mid scenario of 19.8 and 21.9%, respectively. 
As a  share of GDP, the percentage figure s fo r bot h 
countries amoun t t o 4. 1 an d 3.5 , whic h ar e ver y 
large numbers . Base d o n thes e calculations , bot h 
countries woul d fac e a  sever e impact  o n thei r 
economies.25 

The reasons for the far above average (relative ) 
decline i n impor t dutie s and governmen t revenue s 
are Cape Verde's and Gambia's relatively large share 
of EU import s t o thei r GDP , thei r dependenc e o n 
import dutie s t o financ e publi c expenditures , an d 
their relatively high collection efficiency ratio s (see 
Table 11). 

In contras t t o Cap e Verd e an d Gambia , th e 
overall impac t o n governmen t revenu e woul d b e 
somewhat smaller in other West African countries . 
Still, considerable effects can be expected in Ghana 
and Senegal with a  decline in government revenu e 
in the magnitude of 10 to 11 % (see Table 10) . If we 
take into account that these countries already have 
relatively larg e budge t deficit s (se e Tabl e 3) , th e 
importance o f th e impac t o f th e EP A o n govern -
ment revenue becomes clearly visible. 

In compariso n t o th e trad e effects , th e differ -
ences i n change s i n impor t dutie s i n th e lo w an d 
high scenario s i n Table 1 0 are much smaller , sinc e 

EU import s wil l b e dut y fre e afte r a n EP A come s 
into force and only small losses in import duties are 
due to trade diversion effects . Th e precisio n o f the 
estimated losse s in impor t dutie s i s therefore muc h 
higher. Thi s is , however , no t th e cas e i n Ghana , 
where impor t dutie s wil l decline between $8 0 mil-
lion an d $10 2 million . I n thi s country , larg e trad e 
diversion effect s occu r i n a  single product categor y 
(petroleum oils , H S headin g 2710) , implyin g a 
severe impact on government revenue. 

An importan t advantag e o f the partia l equilib -
rium approac h i s th e abilit y t o identif y th e mos t 
affected products of the EPA at a fairly disaggregated 
level. To single out the sensitive products and prod-
uct categories , w e hav e sorte d th e disaggregate d 
effects bot h b y absolut e change s i n impor t dutie s 
and b y change s i n tota l E U imports . Fo r losse s i n 
import duties, Table 12 lists the five most importan t 
products fo r eac h countr y a t th e four-digi t H S 
level.26 Though th e products can vary significantl y 
from countr y t o country , ther e ar e a  few product s 
that ar e among the to p five mos t affected product s 
in a number of countries, such as motor cars for the 
transport of people (HS heading 8703) and of goods 
(8704), milk and cream (0402) , cane o r beet sugar 
(1701), and petroleum oils (2710). Despite the fac t 
that th e result s ar e partly drive n b y identica l tarif f 
protection rate s fo r UEMO A countrie s fo r E U 
imports, a few similar categories can be found i n the 
other ECOWA S countrie s a s well. Above all , thi s 
applies to motor cars and petroleum. 

In additio n t o th e budge t effects , w e identifie d 
those product s fo r whic h far-above-averag e trad e 
effects ar e likel y t o occur due t o th e EPA . Among 
the numerou s product s affected , w e also identifie d 
(more aggregated ) produc t group s t o singl e ou t 
groups of similar products. For this exercise, we were 
able to sort the total trade effects by absolute or rel-
ative changes . T o ensur e tha t bot h indicator s fo r 
changes in EU imports, that is, absolute and relative 
changes, wer e take n int o accoun t simultaneously , 
we standardised both indicators in a first step: 

(10) 

where the standardised score (z) of product i on indi-
cator j (1 , 2), namely absolute and relative changes 
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Table 10. Decline in import duties in ECOWAS countries, 2001 

Country 

Benin 

Burkina Faso 

Cape Verde 

Côte d'lvoire 

Gambia 

Ghana1 

Guinea 

Guinea-Bissau 

Mali 

Mauritania 

Niger 

Nigeria1 

Senegal 

Togo 

Scenario 
setting 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

Low 
Mid 
High 

us$ 
(millions) 

267 
27.6 
28.3 

16.8 
17.5 
18.2 

23.5 
24.0 
24.5 

81.2 
82.9 
84.3 

13.5 
13.8 
14.0 

80.3 
90.8 

102.4 

16.3 
16.7 
17.0 

2.14 
2.16 
2.18 

16.0 
16.6 
17.1 

11.4 
11.8 
12.1 

6.3 
6.6 
6.9 

460.1 
487.8 
512.8 

85.8 
87.9 
89.7 

12.5 
12.9 
13.3 

Decline in 

% of total 
import duties 

46.0% 
47.4% 
48.7% 

45.0% 
46.8% 
48.5% 

78.0% 
79.9% 
81.5% 

54.4% 
55.5% 
56.5% 

63.8% 
65.0% 
65.8% 

58.7% 
66.4% 
74.9% 

50.6% 
51.6% 
52.7% 

65.2% 
65.8% 
66.3% 

34.3% 
35.6% 
36.7% 

47.8% 
49.3% 
50.5% 

28.3% 
29.6% 
30.8% 

49.7% 
52.7% 
55.4% 

58.6% 
60.0% 
61.3% 

41.8% 
43.2% 
44.6% 

import duties 

% of total 
government 

revenue2 

8.3% 
8.6% 
8.8% 

5.4% 
5.6% 
5.8% 

19.4% 
19.8% 
20.2% 

4.5% 
4.6% 
4.6% 

21.5% 
21.9% 
22.1% 

9.1% 
10.3% 
11.6% 

4.8% 
4.9% 
5.0% 

5.5% 
5.6% 
5.6% 

3.7% 
3.8% 
3.9% 

6.1% 
6.3% 
6.5% 

3.5% 
3.6% 
3.8% 

2.4% 
2.5% 
2.6% 

10.4% 
10.7% 
10.9% 

7.2% 
7.4% 
7.6% 

% o f GDP 

1.13% 
1.16% 
1.19% 

0.68% 
0.71% 
0.73% 

3.99% 
4.09% 
4.17% 

0.78% 
0.80% 
0.81% 

3.47% 
3.54% 
3.58% 

1.61% 
1.82% 
2.06% 

0.55% 
0.56% 
0.57% 

1.08% 
1.09% 
1.09% 

0.60% 
0.63% 
0.65% 

1.13% 
1.17% 
1.20% 

0.32% 
0.34% 
0.35% 

1.12% 
1.19% 
1.25% 

1.85% 
1.89% 
1.93% 

0.99% 
1.02% 
1.06% 

Source: HWWA calculations. 
Notes: 12000. 2Excluding grants. 
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Table 11 . Combined tariff, trade and government revenue indicators, 2001 

Country 

Benin 
Burkina Faso 
Cape Verde 
Cote d'lvoire 
Gambia 
Ghana 
Guinea 
Guinea-Bissau 
Mali 
Mauritania 
Niger 
Nigeria 
Senegal 
Togo 

Average 

Imports from the EU 
in % of 

total imports 

44.4 
44.6 
74.3 
57.4 
61.8 
43.1 
49.0 
59.7 
36.3 
47.5 
28.9 
47.9 
51.8 
43.0 

49.3 

Import-weighted 
tariff rate 

EU imports (% ) 

12.6 
10.5 
15.8 
10.0 
11.8 
18.8 
6.3 

15.3 
9.6 
8.5 

12.0 
19.5 
10.4 
10.2 

12.0 

Import duties in % 
of total government 

revenue 

18.1 
12.0 
24.8 
8.2 

33.7 
15.5 
9.4 
8.5 

10.7 
12.8 
12.3 
4.7 
17.8 
17.1 

14.7 

Import duty 
collection efficiency 

ratio in % 

76.5 
61.3 
78.7 
68.8 
78.3 
29.1 
89.9 
38.2 
43.7 
73.3 
53.4 
79.7 
90.0 
77.0 

67.0 

Sources and Notes: See Tables 3, 4 and 10. 

in tota l E U imports , wa s derive d fro m th e actua l 
score (x) minus the arithmetic mean of this indica -
tor fo r al l product s (μ ) adjuste d b y th e standar d 
deviation (ω) of the indicator over all products. 

The standardised value s were combined by tak-
ing the unweighted arithmetic mean of both scores: 

(11) Standardise d changes in 

A highe r standardised scor e implies that bot h rela -
tive and absolute changes will occur in this product 
category. After thi s procedure we obtained a  list of 
all products at the four-digit leve l (HS heading). To 
identify whic h product groups are most likely to be 
affected by the EPA, we computed the occurrence of 
the top 100 four-digit products at the two-digit level 
(HS chapters) and divided the number by the tota l 
number of headings per chapter. 

As can be seen from Table 13 , if 20 to 33% of all 
four-digit categories per HS chapter are listed in the 
top 100 , we observe a moderate impact  a t the two-
digit leve l (figure s i n italic) . For the mor e affecte d 
products, ranging from greater than 33% up to 50%, 
the figures are given in bold type. The figures for the 
most affected commoditie s with relative occurrences 

of greater than 5 0 up to 100 % are shown i n heavy 
type.27 

The result s clearl y indicat e tha t a  few produc t 
categories ar e sensitive i n almos t al l West Africa n 
countries wit h respec t t o change s i n trad e flows. 
More specifically , appare l an d clothin g (H S chap -
ters 61 and 62), other made up textile articles (63), 
and footwear , gaiter s an d th e lik e (64) , wil l b e 
highly affecte d b y an EPA . To a  lesser degree , bu t 
still considerably affected are : sugars and sugar con-
fectionery (17) , preparations of cereal, flour, starch/ 
milk (19), essential oils and resinoids (33), soap and 
organic surface-active agent s (34) , manufactures o f 
straw, esparto an d othe r (46) , cotton (52) , carpet s 
and textile floor coverage (57), knitted or crocheted 
fabrics (60) , cars, trucks, motorbikes (87), furniture, 
bedding, mattres s (94) , and toys , games and sport s 
requisites (95) . For these products , th e change s i n 
total imports , measure d i n absolut e an d relativ e 
terms, are far above average. 

Looking at these product categories, we have to 
keep the limitation s o f our approach i n mind , tha t 
is, we excluded domestically produced goods. There-
fore, the identification o f the most affected produc t 
categories is related only to changes in total imports. 
Domestically produce d good s will , thus , no t auto -
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Table 12. Top five most affected products , budget effects, 2001 

Notes: Four-digit HS codes in parenthesis. 12000. 
Source: HWWA calculations. 

matically b e displaced t o th e sam e extent . In  gen -
eral, the trade-creation effect consist s of two effects: 
the consumption and the production effect. The lat-
ter relates to the displacement o f domestically pro-
duced goods by more competitive preferred imports , 
whereas the former gives information on the change 
in tota l consumption , sinc e impor t price s wil l 
decline due to the EPA. As there is no or very little 
domestic productio n i n ECOWA S countrie s fo r a 

number of EU imports, the production effect i s zero 
or ver y clos e t o zer o fo r numerou s manufacture d 
goods, such as cars or electrical machinery . For the 
identification o f the most sensitive products regard-
ing domestically produce d goods , one ha s t o com -
pare the production structure in each West Africa n 
country with the list of changes in total imports. 

Likewise, thoug h w e do incorporat e collectio n 
efficiency ratio s to control for tariff preferences an d 
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Benin 

Meat & edible offal, poultry (0207) 
Worn clothing (6309) 
Motor cars, vehicles, for transport of 
(8703) 
Milk and cream (0402) 
Woven fabrics of cotton (5208) 

Côte d'lvoire 
Motor cars, vehicles, for transport of 
people (8703) 
Fish (0303) 
Milk and cream (0402) 
Petroleum oils etc., not crude (2710) 
Iron and steel products (7210) 

Guinea-Bissau 
Motor cars, vehicles, for transport of 
people (8703) 
Beer made from malt (3203) 
Soya-bean oil (1507) 
Waters, sweetened/flavoured (2202 ) 
Wine of fresh grapes (2204) 

Niger 

Cane or beet sugar(1701) 
Wheat or meslin flour (1101) 
Cigars, cigarettes, cigarillos (2402) 
Milk and cream (0402) 
Motor cars, vehicles, for transport of 
people (8703) 

Togo 
Petroleum oils etc., not crude (2710) 
Motor cars, vehicles, for transport of 
people (8703) 
Cigars, cigarettes, cigarillos (2402) 
Insulated wire, cable etc. (8544) 
Meat, edible offal of poultry (0207) 

Burkina Faso 

Motor cars, vehicles, for transport of 
people (8703) 
Petroleum oils etc., not crude (2710) 
Cane or beet sugar (1701) 
Motor vehicles, for transport of goods 
(8704) 
Motorcycles, sidecars (8711) 

Ghana1 

Petroleum oils etc., not crude (2710) 
Worn clothing (6309) 
Motor cars, vehicles, for transport of 
people (8703) 
Milk and cream (0402) 
Artificial corundum etc. (2818) 

Mali 
Motor cars, vehicles, for transport of 
people (8703) 
Cane or beet sugar(1701) 
Malt extract etc. (1901) 
Cigars, cigarettes, cigarillos (2402) 
Insulated wire, cable etc. (8544) 

Nigeria1 

Motor cars, vehicles, for transport of 
people (8703) 
Rice (1006) 
Extracts, essences of coffee, tea (2101) 
Medicaments (3004) 
Electrical transformers, static 
converters etc. (8504) 

Cape Verde 

Beer made from malt (2203) 
Motor cars, vehicles, for transport of people 
(8703) 
Waters, sweetened/flavoured (2202 ) 
Meat, edible offal, of poultry (0207) 
Glazed ceramic flagstones and paving 
(6908) 

Guinea 

Petroleum oils etc., not crude (2710) 
Cane or beet sugar(1701) 
Motor cars, vehicles, for transport of people 
(8703) 
Cigars, cigarettes, cigarillos (2402) 
Wheat and meslin (1001) 

Mauritania 

Motor cars, vehicles, for transport of 
people (8703) 
Automatic data processing machines (8471) 
Tubes, pipes etc. of cast iron (7303) 
Parts of machinery (8431) 
Soya-bean oil (1507) 

Senegal 

Motor cars, vehicles, for transport of 
people (8703) 
Petroleum oils etc, not crude (2710) 
Cane or beet sugar (1701) 
Malt extract etc. (1901) 
Soya-bean oil (1507) 



Table 13. Relative frequency of HS chapter occurrence (%), trade effects top 100 , 2001 
HS

 n
o.

 

01 
02 
03 
04 
05 

06 
07 
08 
09 
10 

11 
12 
13 
14 
15 

16 
17 
18 
19 
20 

21 
22 
23 
24 
25 

26 
27 
28 
29 
30 

31 
32 
33 
34 
35 

36 
37 
38 
39 
40 

HS chapters 

Live animals 
Meat and edible mea t offa l 
Fish & crustacean, mollusc and othe r 
Dairy products , birds' eggs 
Products of animal origi n 

Live tree and other plants , bulb , root s 
Edible vegetables and certain root s 
Edible frui t an d nut s 
Coffee, tea and spices 
Cereals 

Malt, starches 
Oil seed, oleaginous fruit s 
Lac, natural gums , resins 
Vegetable plaitin g material s 
Animal/vegetable fat s and oils 

Preparations of meat, fish or crust 
Sugars and sugar confectioner y 
Cocoa and cocoa preparation s 
Preparations of cereal, flour 
Preparations of vegetable, fruit, nut s 

Miscellaneous edibl e preparation s 
Beverages, spirits and vinegar 
Residues and food industr y wast e 
Tobacco and manufactured tobacc o 
Salt, sulphur, earth and stone 

Ores, slag and ash 
Mineral fuels , oils 
Inorganic chemical s 
Organic chemical s 
Pharmaceutical product s 

Fertilisers 
Tanning/dyeing extract , tannins 
Essential oil s and resinoids 
Soap, organic surface-active agent s 
Albuminoidal substance s 

Explosives, pyrotechnic product s 
Photographic plates , films and rolls 
Miscellaneous chemica l product s 
Plastics and articles thereo f 
Rubber and articles thereo f 

Be
ni

n 

0 
10 
0 
10 
0 

0 
0 
7 
0 
0 

11 
0 
0 
0 
0 

0 
0 
0 
0 
11 

0 
0 
0 
0 
3 

0 
6 
0 
0 
0 

0 
0 
43 
14 
0 

0 
0 
4 
15 
6 

B
ur

ki
na

 F
as

o 

0 
0 
0 
0 
0 

0 
0 
0 
0 
0 

11 
0 
0 
0 
0 

0 
25 
0 
0 
0 

0 
0 
0 
0 
7 

0 
6 
0 
0 
0 

0 
20 
0 
29 
0 

17 
0 
4 
12 
0 

C
ap

e 
Ve

rd
e 

0 
30 
14 
10 
0 

0 
7 
0 
0 
0 

0 
0 
0 
0 
0 

0 
25 
0 
20 
0 

17 
33 
0 
0 
3 

0 
6 
0 
0 
0 

0 
13 
43 
29 
0 

0 
0 
0 
12 
18 

C
ôt

e 
d'

lv
oi

re
 

0 
0 
14 
10 
0 

0 
0 
0 
0 
13 

0 
0 
0 
0 
0 

0 
25 
0 
20 
0 

17 
11 
0 
0 
3 

0 
6 
0 
0 
0 

0 
0 
14 
0 
0 

17 
14 
4 
4 
6 

G
ha

na
1 

0 
0 
0 
10 
0 

0 
0 
7 
0 
0 

0 
0 
0 
0 
5 

0 
0 
0 
0 
0 

0 
0 
0 
0 
0 

0 
13 
0 
0 
0 

0 
20 
57 
14 
29 

17 
14 
4 
12 
0 

G
ui

ne
a 

0 
0 
0 
0 
0 

0 
0 
0 
0 
13 

11 
0 
0 
0 
0 

0 
25 
0 
0 
0 

0 
0 
0 
33 
13 

0 
6 
6 
5 
0 

0 
7 
0 
0 
0 

0 
14 
0 
37 
12 

G
ui

ne
a-

B
is

sa
u 

0 
10 
0 
10 
0 

0 
0 
0 
0 
0 

11 
0 
0 
0 
5 

0 
50 
0 
20 
0 

33 
33 
0 
0 
7 

0 
0 
0 
0 
0 

0 
13 
14 
57 
0 

17 
14 
0 
15 
0 

M
al

i 

0 
0 
0 
10 
0 

0 
0 
0 
0 
0 

0 
0 
0 
0 
0 

0 
25 
0 
40 
0 

17 
0 
0 
33 
1 

0 
6 
0 
0 
0 

0 
7 
29 
0 
0 

0 
0 
4 
15 
6 

M
au

ri
ta

ni
a 

0 
0 
0 
10 
0 

0 
0 
0 
0 
0 

0 
0 
0 
0 
5 

0 
0 
0 
0 
0 

0 
0 
0 
33 
3 

0 
6 
0 
0 
0 

0 
0 
29 
0 
0 

33 
0 
0 
15 
12 

N
ig

er
 

0 
0 
0 
10 
0 

0 
0 
0 
0 
0 

11 
0 
0 
0 
0 

0 
25 
0 
20 
0 

0 
0 
0 
33 
1 

0 
6 
0 
0 
0 

0 
20 
43 
43 
0 

17 
0 
0 
19 
6 

N
ig

er
ia

1 

0 
0 
14 
10 
0 

0 
0 
0 
0 
25 

0 
0 
0 
0 
0 

0 
25 
0 
0 
0 

17 
0 
0 
33 
3 

0 
6 
0 
0 
17 

0 
7 
29 
29 
0 

17 
0 
4 
15 
18 

Se
ne

ga
l 

0 
0 
0 
0 
0 

0 
7 
0 
0 
13 

0 
0 
0 
0 
10 

0 
25 
0 
20 
0 

17 
0 
0 
0 
3 

0 
13 
0 
0 
0 

0 
0 
0 
14 
0 

0 
0 
0 
8 
0 

To
go

 

0 
10 
14 
10 
0 

0 
0 
0 
0 
0 

0 
0 
0 
0 
0 

0 
25 
0 
0 
0 

0 
0 
0 
33 
3 

0 
6 
0 
0 
0 

0 
7 
29 
43 
0 

17 
0 
4 
4 
0 
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Table 13 (continued) 

HS
 n

o
. 

41 
42 
43 
44 
45 

46 
47 
48 
49 
50 
51 
52 
53 

54 
55 
56 
57 
58 

59 
60 
61 
62 

63 

64 
65 
66 
67 
68 

69 
70 
71 
72 
73 

74 
75 
76 
78 
79 

HS chapters 

Raw hides and skins 
Articles of leather, saddlery, etc. 
Furskins and artificial fur 
Wood and articles of wood 
Cork and articles of cork 

Manufactures of straw, esparto/other 
Pulp of wood, fibrous cellulose 
Paper and paperboard, art. of paper 
Printed books, newspapers, pictures 
Silk 
Wool, fine/coarse animal hair 
Cotton 
Other vegetable textile fibres 

Man-made filaments 
Man-made staple fibres 
Wadding, felt and non-woven, yarns 
Carpets and other textile floor cover 
Woven fabrics, tufted textile fabrics 

Impregnated, coated, cover/laminate 
Knitted or crocheted fabrics 
Articles of apparel and clothing accessories 
Articles of apparel and clothing 
accessories, not knitted or crocheted 
Other made up textile articles 

Footwear, gaiters and the like 
Headgear and parts thereof 
Umbrellas, walking-sticks 
Feather preparations, artificial flowers 
Articles of stone, plaster, cement 

Ceramic products 
Glass and glassware 
Natural/cultured pearls , stones 
Iron and steel 
Articles of iron or steel 

Copper and articles thereof 
Nickel and articles thereof 
Aluminium and articles thereof 
Lead and articles thereof 
Zinc and articles thereof 

B
en

in
 

0 
17 
0 
5 
0 

0 
0 
13 
9 
0 
0 
25 
0 

13 
25 
0 
20 
27 

9 
0 
71 
59 

50 

50 
14 
0 
25 
7 

14 
20 
0 
7 
15 

0 
0 
6 
0 
0 

B
ur

ki
na

 F
as

o 

0 
0 
0 
5 
0 

50 
0 
17 
0 
0 
0 
33 
0 

13 
25 
11 
0 
27 

9 
50 
41 
29 

30 

50 
0 
0 
0 
20 

14 
10 
6 
7 
15 

5 
0 
6 
0 
0 

C
ap

e 
Ve

rd
e 

18 
17 
0 
14 
0 

0 
0 
0 
0 
0 
0 
0 
0 

13 
6 
11 
40 
0 

0 
0 
0 
82 

0 

83 
14 
0 
25 
0 

21 
15 
6 
0 
8 

0 
0 
0 
0 
0 

C
ôt

e 
d'

lv
oi

re
 

0 
17 
0 
0 
0 

50 
0 
17 
0 
0 
0 
33 
9 

13 
31 
11 
20 
18 

18 
100 
41 
35 

30 

33 
14 
33 
0 
7 

14 
15 
6 
7 
12 

0 
0 
0 
0 
0 

G
ha

na
1 

0 
33 
0 
19 
0 

0 
0 
4 
0 
0 
0 
8 
0 

13 
25 
0 
0 
27 

18 
50 
94 
94 

10 

17 
57 
33 
50 
0 

0 
5 
0 
0 
8 

0 
0 
0 
0 
0 

G
ui

ne
a 

0 
17 
0 
5 
0 

0 
0 
0 
0 
0 
0 
0 
0 

13 
19 
33 
0 
9 

9 
0 
65 
53 

30 

0 
14 
0 
25 
7 

14 
10 
0 
3 
8 

0 
0 
13 
0 
0 

G
ui

ne
a-

B
is

sa
u 

0 
17 
0 
5 
0 

0 
0 
9 
0 
0 
0 
8 
0 

0 
6 
11 
0 
0 

9 
0 
12 
35 

40 

50 
0 
33 
0 
13 

14 
10 
0 
3 
31 

0 
0 
0 
0 
0 

M
al

i 

0 
33 
0 
5 
0 

0 
0 
9 
0 
0 
0 
17 
0 

0 
0 
0 
20 
0 

18 
50 
29 
12 

60 

83 
14 
33 
0 
7 

29 
5 
6 
10 
35 

5 
0 
0 
17 
14 

M
au

rit
an

ia
 

0 
17 
0 
10 
0 

50 
0 
9 
0 
0 
0 
42 
9 

13 
25 
0 
0 
18 

0 
0 
47 
47 

60 

83 
0 
0 
0 
7 

36 
5 
0 
14 
15 

0 
0 
6 
0 
0 

N
ig

er
 

0 
0 
0 
5 
0 

0 
0 
9 
0 
0 
0 
25 
0 

0 
13 
0 
40 
9 

18 
0 
29 
53 

60 

33 
0 
0 
0 
7 

21 
5 
6 
10 
19 

5 
0 
13 
0 
0 

N
ig

er
ia

1 

0 
17 
0 
0 
0 

50 
0 
4 
0 
14 
0 
50 
0 

25 
19 
0 
0 
18 

0 
100 
53 
47 

10 

0 
0 
0 
75 
7 

29 
15 
6 
7 
15 

0 
0 
0 
0 
0 

Se
ne

ga
l 

0 
17 
0 
10 
0 

50 
0 
4 
0 
14 
0 
33 
9 

25 
13 
0 
0 
45 

18 
0 
47 
59 

40 

50 
0 
33 
25 
0 

14 
15 
17 
0 
12 

0 
0 
19 
0 
14 

To
go

 

0 
17 
0 
5 
0 

0 
0 
4 
9 
0 
0 
25 
0 

13 
19 
11 
0 
0 

9 
0 
71 
59 

50 

83 
14 
33 
25 
7 

7 
15 
0 
10 
12 

5 
0 
19 
0 
0 
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Table 13 (continued) 
HS

 n
o.

 

80 
81 
8? 
83 
84 

85 
86 
87 
88 
89 

90 
91 
92 
93 
94 

95 
96 
97 

HS chapters 

Tin and articles thereof 
Other base metals, cermets 
Tool, implement, cutlery, spoons 
Miscellaneous articles of base metal 
Machinery, boilers 

Electrical machinery equipment 
Railway/tramway locomotives 
Cars, trucks, motorbikes, bikes, etc. 
Aircraft, spacecraft, parts thereof 
Ships, boats and floating structures 

Optical and photo instruments 
Clocks and watches, parts thereof 
Musical instruments 
Arms and ammunition 
Furniture, bedding, mattress 

Toys, games and sports requisites 
Miscellaneous manufactured articles 
Works of art, collectors' pieces 

Be
ni

n 

0 
0 
7 
9 
1 

8 
0 
13 
0 
0 

0 
21 
0 
14 
0 

25 
11 
17 

B
ur

ki
na

 F
as

o 

14 
0 
27 
0 
1 

15 
0 
38 
0 
0 

0 
21 
11 
0 
17 

38 
17 
0 

C
ap

e 
Ve

rd
e 

0 
0 
0 
0 
4 

23 
0 
31 
0 
0 

0 
7 
0 
14 
67 

50 
17 
0 

C
ôt

e 
d'

lv
oi

re
 

0 
0 
0 
9 
4 

27 
0 
25 
0 
13 

0 
0 
0 
0 
33 

13 
17 
0 

G
ha

na
1 

14 
0 
20 
9 
0 

0 
0 
6 
0 
0 

0 
7 
0 
14 
33 

0 
33 
0 

G
ui

ne
a 

0 
0 
13 
18 
8 

13 
11 
31 
20 
0 

0 
14 
0 
0 
0 

13 
6 
0 

G
ui

ne
a-

B
is

sa
u 

0 
0 
20 
18 
5 

25 
0 
37 
0 
0 

3 
7 
0 
0 
33 

38 
6 
0 

M
al

i 

0 
0 
0 
0 
6 

15 
0 
31 
0 
0 

0 
29 
11 
0 
50 

25 
11 
0 

M
au

ri
ta

ni
a 

0 
0 
0 
0 
7 

15 
11 
57 
0 
0 

0 
0 
0 
0 
33 

25 
0 
0 

N
ig

er
 

14 
0 
7 
0 
5 

13 
0 
13 
0 
0 

3 
14 
0 
14 
50 

13 
11 
0 

N
ig

er
ia

1 

0 
0 
20 
0 
5 

8 
0 
25 
0 
13 

0 
0 
0 
0 
33 

13 
6 
17 

Se
ne

ga
l 

0 
0 
0 
0 
1 

13 
0 
25 
0 
0 

0 
29 
11 
0 
33 

13 
17 
17 

To
go

 

0 
0 
0 
9 
1 

21 
0 
6 
0 
0 

3 
14 
11 
0 
17 

13 
11 
0 

Source: HWWA calculations . 
Note: 1000 . 

inefficiencies i n duty collection, we do not have the 
required informatio n a t th e four-digi t level · The 
estimation of the trade and budget effect s an d the 
identification o f the most affecte d product s have , 
thus, t o be taken wit h caution , sinc e th e impac t 
cannot be estimated with a very high level of accu-
racy at the disaggregated level. 

Discussion of the results 

Our empirica l result s ar e based o n a  numbe r o f 
important features of the analysis, such as the partial 
equilibrium model and key assumptions about both 
market structure and consumer behaviour . Using a 
partial equilibrium model, we restrict the analysis to 
the stati c welfar e effect s o f economic integration , 
that is, we only focus on the static trade and govern-
ment revenue effect s cause d by changes in relative 
prices. Other static welfare effects of economic inte-
gration, fo r example, economie s o f scale, ar e no t 
included in the analysis. These may arise in ECOWAS 

countries, since their economies are relatively small 
and domesti c firm s ma y not reach th e minimu m 
efficiency scale , tha t is , the output leve l a t which 
average costs per unit are minimised. 

More importantly, we have excluded growth and 
location effects from the analysis. Based on the the-
ory of economic integration, increase d competitio n 
may improve the economic growth performance of 
members (Baldwi n and Venables, 1995) . In princi-
ple, trad e liberalisatio n ma y foster competitio n as 
protection level s decrease and may force domesti c 
firms to innovate to increase their competitiveness . 
Both, i n turn , ar e likely t o increas e productivit y 
rates of domestic firms and, hence, income rates and 
national income . Also , ECOWA S countrie s may 
attract highe r inflow s of foreign direc t investment , 
due t o the preferred acces s to the EU, if multina-
tional enterprise s use West African countrie s as an 
export location to serve European or other Africa n 
markets. Thi s woul d increas e capita l stock s i n 
ECOWAS countries and boost growth rates. 
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In addition , th e EP A ma y lea d t o o r pro -
mote technologica l spillover s between th e EU an d 
ECOWAS countries , eithe r a s a  consequenc e o f 
increased trad e volume s o r becaus e o f policie s 
designed t o encourag e scientifi c interchange . Bu t 
integration may also lead to pro-competitive effects , 
which relate to more incentives to innovate and the 
reduction o f duplicatio n i n researc h and , thus , a 
more efficien t allocatio n o f resource s i n researc h 
and development activities. In sum, all these effects, 
if they occur, would boost growth rates of ECOWAS 
countries. 

Location effects, which have also been excluded, 
arise as a consequence of the location of production 
in space. Economic theory predicts that geographi c 
concentration is due to the interaction of increasing 
returns to scale, transport costs and demand. There 
is, however, a trade-off between scale economies and 
transport costs: if scale economies are large enough, 
producers prefer t o locate i n a  single place, leading 
to th e agglomeratio n o f industry ; i f transport cost s 
are large enough, producers want t o locate close to 
consumers, and production will not be concentrated 
in a  singl e location , leadin g t o a  mor e spars e 
structure. 

Any chang e i n th e medium - o r long-ter m 
growth rate of ECOWAS countries would naturally 
change trad e flows  an d budge t revenue : Highe r 
growth rates would lea d t o increased imports , fro m 
EU and non-EU sources, and enhance import duties 
collected by the government. As a consequence, our 
analysis underestimate s th e impact  o n trad e flows 
and overestimate s th e effect s o n budge t revenues . 
The positive effects on the latter depend, in turn, on 
the siz e and growt h rat e o f non-EU imports , since 
European product s wil l b e dut y fre e i f th e EP A 
comes into force. Yet it is impossible to provide any 
estimate o f th e magnitud e o f th e growt h effects , 
since they  ar e quit e difficul t t o comput e an d th e 
results depend on a number of assumptions that may 
not be valid in West Africa. Yet the assumptions for 
the growt h effect s an d thos e mad e i n ou r analysi s 
will have an enormous impact on the final outcome 
of the impact of the EPA on ECOWAS countries. A 
careful discussio n of the underlying assumptions is, 
thus, crucial for the interpretation of the results. 

To begi n with , traditiona l internationa l trad e 
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theory predict s tha t ECOWA S countrie s ar e no t 
likely to suffer from opening up their domestic mar-
kets. In fact, i t would rather be in their own interest 
to refrain from imposing trade restrictions, as in this 
way they could increase their own prosperity. When 
trade i s liberalised , consumer s i n ECOWA S coun -
tries face lower prices of both imported and domesti-
cally produced goods. The beneficiaries of free trade 
may be not only households, whose real incomes rise 
as price s fall , bu t als o firms , whos e internationa l 
competitiveness i s increase d b y th e purchas e o f 
cheap investment and intermediate goods or whose 
domestic sales rise owing to the positive real-income 
effects. 

It canno t b e denie d tha t domesti c producer s 
might fac e increase d competitio n fro m E U sup -
pliers. I f domesti c producer s hav e a  comparativ e 
advantage, they can survive by raising their produc-
tivity level. If they fail, they will be compelled to cut 
production and employment or finally give up. In a 
process of structural adjustment , productio n factor s 
will be reallocated to other industries where domes-
tic comparative advantages exist and can be tapped. 
For th e econom y a s a  whole , s o th e theor y goes , 
increased productivit y an d structura l adjustmen t 
could increase production and employment and raise 
overall welfare. This is particularly the case if trade 
creation i s large enough to compensate for welfare -
reducing trad e diversion . Sinc e thi s i s true fo r th e 
EPA case, trade liberalisatio n woul d no t appea r t o 
be a major problem for ECOWAS countries. 

Yet traditional trad e theor y (an d ou r model ) i s 
based upo n a  numbe r o f assumption s tha t d o no t 
always adequatel y reflec t reality . I n particular , i t 
assumes perfect competition, meaning that all agents 
are price takers in product and factor markets. Addi-
tionally, productio n function s fo r al l product s 
exhibit constant returns to scale. Thereby, the possi-
bility that large firms can abuse their market power 
or that there are any agreements between firms that 
restrict competition is excluded. The theory furthe r 
assumes tha t factor s ca n mov e a t n o cos t betwee n 
industries within a  country an d tha t facto r return s 
adjust t o ensure ful l employment . Thi s mean s tha t 
there ar e n o adjustmen t cost s fo r reallocatin g 
resources fro m producer s displace d b y import s t o 
other domestic industries. In those circumstances, the 



role governments have t o play i s rather limited . I n 
particular, there is no need for government revenue. 

Workers who are displaced from import-compet -
ing sectors and thus forced to move to other sectors 
of th e econom y ma y hav e t o foreg o incom e an d 
incur other costs while they search for employmen t 
elsewhere and/o r underg o retraining . Moreover , 
trade liberalisatio n ma y lea d t o th e destructio n o f 
much of the productive capacity , as investments of 
capital may have been sun k int o certain economi c 
activities an d canno t easil y be transferred t o othe r 
activities. In fact, i f one steps out of the ideal world 
of traditional foreign trade theory, welfare losses as a 
result of trade liberalisation cannot be ruled out. For 
instance, th e domestic-distortion s approac h point s 
out that opening up to free trade may lead to overall 
losses rather tha n gain s when factor-market imper -
fections or market failures exist. Endogenous growth 
models show that, under the conditions of monopo-
listic competitio n an d increasin g return s t o scale , 
international opennes s ca n lea d t o permanentl y 
reduced rate s o f growth , fo r instance , whe n trad e 
diverts the country' s resources away from activitie s 
that displa y economie s o f scal e o r othe r benefits . 
Under th e condition s o f oligopolisti c competitio n 
prevailing on worl d markets , i t could be attractiv e 
for governments t o create a  competitive advantag e 
for domestic industries by using trade restrictions. 

Moreover, the estimated trade and budget effect s 
only occur i f European exporters lower their expor t 
prices in line with th e tarif f elimination . Ye t if EU 
exporters ar e 'pricin g t o market' , tha t is , leavin g 
market prices unchanged and increasing their prof-
its i f tariff s ar e eliminated , th e importin g countr y 
would lose import duties without gaining the advan-
tage o f lowe r impor t prices . Fro m th e importin g 
country's poin t o f view , economi c welfar e woul d 
thus definitely decrease . In general, this outcome is 
more likel y t o occu r i n les s competitiv e markets , 
where the degree of competition among suppliers is 
less severe. Even though we cannot predict the mar-
ket behaviour of international companies operating 
in Africa, this outcome has to be taken into account 
for the interpretation of the results. 

In additio n t o theoretica l reasoning , empirica l 
studies that tes t the trade-drives-growth hypothesi s 
have arrived a t different conclusions . Some studies 

suggest that economie s with more open-trade poli-
cies ten d t o perfor m bette r tha n thos e wit h mor e 
restrictive trade policies.28 In contrast, other studies 
find littl e empirica l evidence tha t open-trad e poli -
cies - i n the sense of lower tariff and non-tariff bar -
riers to trade - ar e significantly associate d with eco-
nomic growth . Rodrik  (2001 ) an d Rodrik  an d 
Rodriguez (2000) claim that the causality runs from 
growth to trade, not vice versa. Countries that have 
achieved long-ter m growt h have usuall y combine d 
the opportunitie s offere d b y world market s wit h a 
growth strateg y designe d t o unloc k th e potentia l 
provided by domestic institutions and investors. 

In contras t t o thes e findings , Winter s e t al . 
(2004) ar e somewhat mor e optimistic i n thei r sur -
vey o f th e literature . Althoug h ther e remain s a 
residual ambiguit y abou t th e link s betwee n trad e 
and growth, there i s strong evidence for the benefi -
cial impact  o f trad e liberalisatio n o n productivity . 
Concerns tha t trad e liberalisatio n ha s generall y 
adverse effects on employment or wages of the poor, 
or o n governmen t spendin g o n th e poo r du e t o 
falling fisca l revenue , ar e no t wel l founded , eve n 
though specific instance s of each of these problems 
can b e identified . A s t o th e particula r impac t o n 
poverty, whic h i s an importan t issu e i n ECOWA S 
countries, Winter s an d associate s coul d no t dra w 
simple genera l conclusion s abou t th e relationshi p 
between trade liberalisation and poverty. According 
to their findings, the beneficial effects of trade liber-
alisation ar e base d o n a  numbe r o f importan t 
assumptions and/o r circumstances , suc h a s goo d 
governance and strong local institutions that facili -
tate price effects of liberalisation. 

For trad e liberalisatio n i n Sub-Sahara n Africa , 
Ng and Yeats (2000) expressed considerable reserva-
tions regarding the functioning o f resource realloca-
tion, structura l adjustmen t an d increase d competi -
tiveness. Based on a simple average, the net revealed 
comparative advantage change for ECOWAS coun-
tries between 1990 and 1998 was zero, implying that 
- despit e trad e liberalisatio n an d structura l adjust -
ment -  Wes t Africa n countrie s di d no t develo p a 
revealed comparativ e advantag e i n th e 1990s . I n 
contrast, they were found to have more comparative 
disadvantages in 1998 than in 1990. 

Based o n thes e findings , i t become s clea r tha t 
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the EPA would involve a number of advantages and 
disadvantages for West African countries . Govern-
ments o f ECOWA S membe r states , hence , mus t 
carefully analys e the exact conditions and effects of 
the EPA in each country and for each major secto r 
and consider all policy options available. 

Policy options and EP A prerequisites 

EPAs in comparison to other policy options 

Basically, ECOWAS and its members can accept the 
EU's EPA offer o r abstain fro m i t an d mak e use of 
unilateral, non-reciprocal trade preferences instead, 
which the EU is already granting. In addition, they 
can continu e t o manag e gradua l liberalisatio n o f 
their trad e regim e i n th e framewor k o f ECOWAS/ 
UEMOA, an d finally , the y ca n liberalis e unilater -
ally o r i n th e cours e o f curren t multilatera l trad e 
negotiations. Let's focus on EU preferences first . 

Since the Cotonou preferences will not be avail-
able afte r 200 7 du e t o thei r incompatibilit y wit h 
WTO rules and the phasing out of the final waver , 
LDCs among ECOWAS countries could opt for EBA 
preferences while non-LDCs could refer to the GSP. 
How d o EB A an d GS P preference s compar e t o 
market-access conditions under an EPA? In order to 
answer this question, we should have a look at these 
preferential systems in more detail. 

The EBA initiative took effect on 5 March, 2001 
and wa s late r incorporate d int o th e revise d GS P 
scheme. It provides duty-free access to imports of all 
products (excep t arm s an d munitions ) fro m LDC s 
without an y quantitativ e restrictions . Onl y thre e 
products were not liberalised immediately: bananas, 
rice and sugar. They will be given duty- and quota -
free acces s by January 2006 , September 2009 , an d 
July 2009, respectively. In the meantime, duties on 
these products will be gradually reduced (Olarreag a 
and N g 2002) . Moreover , ther e ar e duty-free tarif f 
quotas fo r ric e an d sugar , whic h wil l b e increase d 
annually. 

It i s a n ope n questio n whethe r a n EP A wil l 
entail an increase in market-access preferences tha t 
ECOWAS countries are already enjoying under the 
Cotonou Agreement , a s th e scop e fo r additiona l 
trade preferences i s rather limite d o n th e Commu -
nity side , mainly due t o th e politica l sensitivit y of 
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liberalising trad e i n agricultura l products . Unde r 
such conditions , least-develope d ECOWA S coun -
tries would have little incentive to participate in an 
EPA, as they benefit from the more favourable EBA 
preferences, which will gradually become even more 
generous i n th e future , whe n residua l tariff s an d 
quotas on bananas, rice and sugar will be phased out. 

However, LDC s migh t hesitat e t o op t fo r EB A 
because it s rules of origins are more stringent tha n 
those under the Cotonou Agreement (Brenton, 2003; 
Brenton an d Manchin , 2003 ) an d possibl y als o 
under a n EPA. Under th e EB A producers i n least -
developed ACP countries have to use fewer imported 
materials, part s an d component s fro m othe r AC P 
countries (i n orde r no t t o los e eligibilit y fo r duty -
and quota-free acces s to the EU under the cumula -
tion of origins rules) than they would be allowed to 
use under the Cotonou Agreement and presumably 
also under an EPA. Due to lack of published data on 
inter-regional productio n link s an d th e us e o f th e 
cumulation provision , i t remains unclear how rele-
vant thi s issu e reall y i s fo r individua l ECOWA S 
LDCs. Nonetheless, the topic has to be clarified i n 
EPA negotiations . Whil e cumulatio n o f differen t 
ECOWAS origins would not be a problem, ECOWAS 
countries could urge the EU to concede cumulation 
at least from other EPA groupings to preserve exist-
ing an d allo w fo r futur e interregiona l productio n 
networking an d unrestricte d preferentia l marke t 
access in the EU. 

LDCs have to consider another disadvantage of 
EBA preferences . The y ar e granted unilaterall y b y 
the E U an d ca n b e withdrawn i n genera l o r selec-
tively on the basis of the general safeguard clause. 29 

Thus, LDCs do not hold a legal right to use them. In 
contrast, under the EPA, LDCs would be given the 
right to export on the terms that have been agreed 
upon in a binding internal treaty and for which arbi-
tration is possible. 

Moreover, optin g fo r EB A preference s woul d 
imply forgoing an opportunity to enter into a phase 
of more serious structura l adjustment , whic h thes e 
countries cannot escape from anywa y i f integration 
into the world economy i s an integra l part of thei r 
development strategy . Althoug h ther e ar e man y 
risks involved, which have been mentioned above , 
an EPA could be perceived as an historic chance to 

NEW WATERS 



implement suc h a  policy , i f handle d wit h care . 
Current an d future initiative s fo r structura l adjust -
ment, which are frequently subjec t t o an extremely 
controversial interna l debate , coul d fin d bette r 
domestic suppor t an d woul d thu s b e mor e sustain -
able (lock-in-effect) . 

Considering th e lo w leve l o f development an d 
the relate d vulnerabilit y t o fundamenta l polic y 
changes and external chocks, LDCs certainly need a 
transitional phase with a proper timing and o f tariff 
reductions an d complementary reform s an d adjust -
ments required . Reliabl e externa l commitment s 
regarding technica l a s wel l a s financia l suppor t 
could encourage them in their decision-making and 
facilitate the implementation of trade liberalisation. 
Financial suppor t i s particularl y neede d t o offse t 
customs revenue losses, which could be sizeable in a 
number of West African countries , as the empirica l 
analyses in the previous sections have shown. Opt-
ing fo r EB A preferences , however , migh t reduc e 
LDCs prospects for suc h assistanc e a s compared t o 
an EPA, which would explicitly include related EU 
commitments. However, i t may well be that i n th e 
EPA negotiations th e EU will not agre e on a  fiscal 
compensation whic h exceeds previous levels of aid 
flows. 

Due t o LDC s bein g a  majorit y amon g th e 
ECOWAS countries, the whole EPA project depends 
on their participation. To get them into an EPA, the 
EU no t onl y need s t o offe r a n EBA-lik e produc t 
coverage an d equivalen t preferentia l margins , bu t 
also has to go even beyond by providing less restric-
tive an d simplifie d rule s o f origin , concession s i n 
trade of services and sufficien t financia l suppor t t o 
cover par t o f th e adjustmen t costs , an d effectiv e 
technical assistance to manage the whole process of 
structural change. 

Since the ECOWAS EPA as a free trad e agree-
ment doe s no t allo w fo r differentia l treatmen t o f 
members in trade issues , Côte d'lvoire , Ghana an d 
Nigeria -  a s th e onl y non-LDC s i n ECOWA S -
have to compare the EPA terms for LDCs described 
above with th e condition s unde r th e GSR 30 A s t o 
EU marke t access , non-LDC s woul d b e bette r of f 
opting for an EPA. This is because EPA terms need 
to equal EBA terms to satisfy th e LDCs. Moreover, 
EBA terms are clearly muc h mor e favourable tha n 

GSP conditions. This holds true not only in quanti-
tative term s but als o because size, structure, prefer -
ential margin , lis t of beneficiaries an d other condi -
tions o f th e GS P ar e subjec t t o a  periodic revie w 
process and can be modified a t discretion or totally 
withdrawn by the EU. Secured EU market access is a 
strong argumen t i n favou r o f a n EPA . I t provide s 
ECOWAS producers a more stable long-term frame-
work fo r export-oriente d investmen t decisions . 
Cote d'lvoire , Ghan a an d Nigeria have t o balanc e 
these EPA advantages with the ambiguous effects of 
opening u p thei r ow n market s for E U export s an d 
the challenges of adjustment an d structural change. 
Moreover, i t is an open question whether the EU is 
ready t o compensat e fo r revenu e losse s from tarif f 
reductions and final eliminatio n o f the same size as 
in the case of ECOWAS LDCs at all. 

As t o th e unilateral , regiona l an d multilatera l 
option t o liberalis e trade , som e specifi c issue s ar e 
particularly worth considering in the process of EPA 
negotiations an d decision-making . Regiona l inte -
gration processe s betwee n developin g countrie s 
have bee n sufferin g fro m unsatisfactor y progress , 
ineffectiveness, an d a  lac k o f sustainabilit y s o far . 
EPA negotiations could become an external driving 
force tha t wil l push regional organisations to ratio-
nalise an d harmonis e thei r regiona l trad e arrange -
ments, thus strengthening th e regiona l integratio n 
process and economie s o f the region , an d assistin g 
Sub-Saharan Africa in becoming a more active part-
ner i n th e globa l econom y (D e l a Rocha , 2003) . 
EPAs are also meant to stimulate related new efforts. 
As intra-regiona l commitment s woul d b e locke d 
into EPAs, regional groupings could benefit in terms 
of impact  an d credibilit y (Europea n Commission , 
2004a). This effec t ca n als o be used b y ECOWA S 
countries. Intra-regiona l negotiation s hav e alread y 
been accelerate d i n lin e wit h th e EP A timetable , 
and a n agreemen t wa s achieve d t o pu t i n plac e a 
customs union in 2007, just before the EPA with the 
EU becomes effective . 

The EPA process is also closely interrelated with 
trade liberalisatio n o n th e globa l level . Th e out -
come o f th e WT O Doh a Roun d coul d hav e far -
reaching consequence s fo r EP A negotiation s an d 
EPA alternatives . A  lowerin g o f MF N tariffs , fo r 
instance, woul d reduc e th e preferentia l margi n o f 
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both th e E U an d ECOWA S countries . Moreover , 
EBA an d GS P preference s a s alternativ e polic y 
options fo r the m woul d b e similarly affected . Thi s 
could temp t ECOWA S countrie s t o undermin e 
related progress in the Doha Round. Apart from th e 
question o f whethe r ECOWA S countrie s actuall y 
hold sufficient bargainin g power to prevent the EU 
from makin g respectiv e multilatera l concessions , 
adjustment t o preference erosion is going to be znec-
essary sooner or later in any case (Hinkle and Schiff, 
2004b). If ECOWAS countries understand the EPA 
project primaril y a s a concept fo r providin g a  new 
impetus fo r urgentl y neede d structura l adjustmen t 
and strengthening of international competitivenes s 
combined with EU commitments for related finan -
cial support, i t would be somewhat contradictory t o 
try to escape from this strategy again. 

Instead o f impedin g progres s i n multilatera l 
liberalisation, ECOWA S countrie s coul d tak e par t 
actively. This coul d b e beneficia l t o the m i n area s 
where they  liberalis e E U import s unde r a n EPA a t 
the expense of non-preferred suppliers of other coun-
tries. Such trade diversion implies welfare losses due 
to the switc h t o les s efficient (non-EU ) producers , 
and, i n the case of 'pricing to market' , a  transfer of 
tariff revenues forgone to EU exporters. Both effect s 
could be limited b y respective multilatera l conces -
sions o r unilatera l tarif f reduction s fo r non-E U 
imports. Though thi s migh t impl y furthe r govern -
ment revenu e losse s t o ECOWA S countries , th e 
negative effect s o f trad e diversio n woul d certainl y 
be limite d an d competitio n betwee n export s t o 
West Africa increased . 

Moreover, ECOWA S coul d joi n an d suppor t 
initiatives o f other developin g countrie s aimin g a t 
liberalising market access in developed countries in 
key areas of their interest . In particular, pressure on 
the EU as well as on other developed countries has 
to b e increase d i n orde r t o reduc e o r eliminate , 
among othe r things , agricultura l expor t subsidie s 
and domestic support for agricultura l production of 
specific interes t to ECOWAS and other developing 
countries. Thus, the Doha negotiations could miti -
gate EPA negotiations, where the same issues are at 
stake, bu t ECOWA S countrie s woul d no t hav e 
enough bargaining power to achieve related conces-
sions fro m th e EU . EP A negotiation s coul d als o 

benefit from the multilateral trade round i f progress 
were achieved i n re(de)fining th e rules for regiona l 
integration. This would allow for a WTO-compati-
ble design of the EPA and avoid reconfiguration an d 
related transactio n cost s afterwards . Therefore , fo r 
ECOWAS countrie s a  timetabl e tha t place s EP A 
decisions afte r a n agreemen t i n th e Doh a Roun d 
would be favourable. However, it remains to be seen 
whether result s can really be achieved i n line wit h 
this schedule. 

Basic prerequisites for the EPA option 

Given the severe analytical restrictions i n our case, 
it appear s t o be difficul t t o selec t fro m th e variou s 
options discussed abov e o n a  purely rational econ -
omic basis. This is particularly true since the general 
matter o f trad e liberalisatio n i s stil l th e subjec t o f 
considerable, bu t inconclusiv e academic  debate . 
The orthodo x view , largel y guide d b y traditiona l 
theory, i s that free-trad e orientatio n i s responsibl e 
for fast and sustained economic growth. Developing 
countries should therefore focus on opening up their 
domestic markets and pursue domestic policies tha t 
support economic development. The opposing view, 
as taken by Rodrik (2001 ) an d others , i s that good 
governance shoul d b e place d abov e openness . 
Above all,  developin g countrie s nee d t o improv e 
their institutions of conflict management in order to 
maintain macroeconomi c stability . I f complemen -
tary policies and institutions are not in place domes-
tically, opennes s wil l not work . At worst , thi s wil l 
cause instability , increasin g inequalit y an d socia l 
conflict. 

The concept of 'mainstreaming of trade' or 'inte-
gration of trade', as contained in Poverty Reduction 
Strategy Papers, may be regarded as a possible com-
promise betwee n th e tw o approache s mentione d 
above. I t involve s th e integratio n o f trade-polic y 
issues int o th e overal l framewor k o f a  country' s 
development strategy . Fo r trad e refor m t o b e suc -
cessful i t mus t b e accompanie d b y complementar y 
policies. Accordingly, trade liberalisation should be 
implemented in conjunction with other reforms.31 It 
stands to reason that the role of governments is not 
diminished b y th e nee d t o mainstrea m trad e int o 
the national development strategy. Firstly, the open-
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ing u p o f domesti c market s need s t o b e wel l 
designed, with special attention to country specific s 
and capabilities . Secondly, complementary policie s 
and institutions have to be tailored to domestic needs 
and objectives as well as to trade liberalisation. 

To control for the obvious risks involved i n th e 
EPA project, ECOWAS and its members have little 
choice bu t t o tak e u p thes e suggestions . Thi s i s a 
particularly important matter, as the record of previ-
ous structural adjustment policie s was not satisfyin g 
in many cases. Therefore, i f they go for an EPA with 
the EU , i t appear s i t wil l be indispensabl e t o tak e 
structural adjustment mor e seriously and to manage 
the proces s mor e properly . Thi s includes , amon g 
other things: 

• preparin g fo r EP A marke t acces s negotiation s 
with the EU; 

• designin g suitable timing and sequencing; 

• identifyin g an d implementin g complementar y 
measures; and 

• reformin g the tax and fiscal system. 

As to EPA negotiations, ECOWAS countrie s hav e 
to decide on the coverage of the proposed free trade 
agreement with the EU in line with their individual 
comparative advantage s an d disadvantages . Thi s 
requires th e targetin g o f goods an d service s wher e 
temporary o r indefinit e protectio n o f ECOWA S 
industries would stil l be needed fo r the m t o eithe r 
become internationall y competitiv e (infan t indus -
try protection ) or , fo r example , maintai n nationa l 
autarchy in certain areas. In particular, areas have to 
be identified wher e th e E U inhibit s th e utilisatio n 
of comparative advantage s o f ECOWAS countrie s 
by protectionisti c trad e practice s bot h o n inter -
national an d o n ECOWA S markets . Remainin g 
areas without multilatera l concessions of the EU in 
the Doha Round should be added to the EPA nego-
tiation agenda to try to achieve at least preferentia l 
concessions. Fo r example , possibilitie s coul d b e 
explored of whether the EU could consider specifi c 
interests of ECOWAS countries when applying safe-
guard measure s suc h a s anti-dumping an d sanitar y 
and phytosanitar y regulations . Services , which ar e 
not covered by this study, should also be included in 

EPA negotiations. Proper timing and sequencing in 
services appears to be even more important than in 
agricultural and industrial trade, since liberalisation 
of servic e import s wil l requir e complementar y 
domestic regulatory reforms that will take their time 
(Hinkle and Schiff, 2004a). 

As t o timin g an d sequencing , th e phasin g o f 
tariff reduction s should earn utmost attention . I t is 
widely accepted tha t th e existence of inter-sectora l 
adjustment cost s calls for a  'gradualist' approac h t o 
reductions in trade-protection measures . ECOWAS 
countries have t o establish a  timetable for the pro-
gressive removal of trade barriers that helps the econ-
omy to adjust to increased competition from the EU 
with a minimum of economic and social upheavals. 
In sector s wher e th e E U competitio n coul d hav e 
destructive effects, gradua l implementation of trade 
liberalisation woul d b e necessar y i n orde r t o pre -
serve domesti c productio n an d enabl e i t t o buil d 
competitiveness o r t o specialis e i n 'niche ' produc -
tion that does not compete with EU imports (Price-
waterhouseCoopers 2004) . Of course, it will not be 
an easy task for governments of ECOWAS member 
states t o reac h a n agreemen t o n a  commo n time -
table an d th e fina l produc t coverage , because the y 
might wish to follow different strategies , depending 
on their particular interests. 

A 'gradualist ' approach is also needed because it 
takes tim e t o implemen t th e complementar y mea -
sures tha t ar e require d t o eas e th e inter-sectora l 
adjustment proces s an d th e reductio n o r elimina -
tion o f direc t an d indirec t barrier s t o trade . Som e 
complementary measure s nee d t o b e take n wel l i n 
advance while others could accompany trad e liber -
alisation, dependin g o n th e economic , political , 
social an d institutiona l capacit y t o absor b adjust -
ment costs. In general, there is no standard solution 
for the sequencing problem. Complementary adjust -
ment policies typically involve, among other things, 
labour-market reform s t o enhanc e th e mobilit y o f 
the workforc e bot h betwee n an d withi n industrie s 
and trainin g programme s t o provid e qualifie d 
employees fo r export-oriente d companies . Pro -
grammes for private-secto r developmen t shoul d b e 
considered. Thi s comprises , amon g othe r things , 
technological support to improve the ability of firms 
to compet e agains t imports . Moreover , improve -
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ments in the environment for domestic and foreig n 
investors should b e envisaged , a s well the installa -
tion o f a n effectiv e domesti c competitio n policy . 
Furthermore, the 'hard and soft' trade-related infra -
structure should be enhanced, including trade facil-
itation measures, such as the reform of customs admin-
istration. There i s probably also a need to establish 
social safety nets that compensate displaced workers 
and provide the poor with a minimal standard of liv-
ing below which they  shoul d no t fall . And finally , 
macroeconomic stabilit y i s a  pre-conditio n fo r 
promoting economic development b y trade liberal-
isation. 

Complementary measure s ar e als o urgentl y 
required to ensure that moving from a  restrictive to 
an open trade regime does not lead to a fiscal shock 
and macroeconomic instability. Therefore, unavoid -
able short- an d medium-term losse s in governmen t 
revenue nee d t o b e cushioned . I n a  numbe r o f 
ECOWAS countries, a more or less comprehensive 
tax or fiscal reform i s required. It is widely accepted 
that foreign-trad e taxe s shoul d b e replace d wit h 
domestic indirec t taxes.  I n theory , i t i s eas y t o 
replace import duties with domestic taxes. An import 
duty is , for instance , conceptually equivalen t t o an 
value added tax on the domestic consumption and a 
value added subsidy on the domesti c production of 
that product (Tanzi , 1995) . In case of large revenue 
losses, additional measures may be required, includ -
ing cut s o f lo w priority o r inefficien t expenditure s 
(Hinkle and Schiff, 2004b) . In practice, however, i t 
is extremely difficult t o balance the need for govern-
ment revenu e wit h efficienc y considerations . Th e 
ability o f developing countrie s t o collec t domesti c 
taxes for public expenditure programmes will depend 
not only on the enactment of appropriate tax legis-
lation but also, more important, on the enforcemen t 
of compliance (Todar o and Smith, 2003) . Tax eva-
sion and avoidance are serious problems in collect -
ing taxes.  Given thes e difficulties , th e cost s of ta x 
administration have to be taken into account when 
ECOWAS countrie s ar e forced t o modify thei r ta x 
structure. 

Tax and fiscal reforms are particular areas where 
the E U could provid e suppor t fo r th e effectivenes s 
of structura l adjustmen t i n ECOWA S countrie s 
induced b y an EPA . This woul d b e i n accordanc e 
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with th e Cotono u Agreement , whic h earmark s 
transitional suppor t (budgetar y support , technica l 
assistance) for this purpose. It i s agreed that specia l 
consideration wil l b e give n t o countrie s tha t fac e 
budgetary adjustment s du e t o regiona l integratio n 
and EPA s (Europea n Commission , 2004a) . I n th e 
EPA negotiations , th e ECOWA S countrie s shoul d 
explicitly ask the EU to provide grant-financing fo r 
tariff revenu e losse s unti l th e ta x refor m i s com -
pleted i n al l ECOWA S countries . Also , th e E U 
should assis t the LDCs for a  longer time to provide 
them with an incentive to ensure that LDCs benefit 
as much from the EPAs as the non-LDCs. 

EU suppor t coul d als o cove r additiona l trade -
related measures . Fo r instance , ther e i s a  nee d t o 
modernise custom s administratio n i n ECOWA S 
and its members. It is necessary to ensure the smooth 
cross-border transpor t o f good s an d t o reduce / 
eliminate delay s and unnecessar y additiona l trans -
port costs . Anothe r startin g poin t fo r E U suppor t 
could b e capacit y buildin g dedicate d t o allowin g 
West African exporters to be able to fulfil the condi-
tions require d t o acces s Europea n market s (Price -
waterhouseCoopers, 2004) . Ther e i s a  particula r 
need fo r activitie s relate d t o sanitar y an d phyto -
sanitary measures. 

To wind up , ECOWAS countrie s ar e facing a n 
enormous challeng e whe n assessin g a n EP A wit h 
the EU and considering alternativ e polic y options . 
A final decision has to be taken under a high degree 
of uncertainty. This is mainly due to severe analyti-
cal restriction s i n balancin g economi c an d non -
economic cost s an d benefits . I t appear s tha t th e 
commitment to structural adjustment o f each coun-
try, as well of the regional grouping as a whole, plays 
a decisiv e rol e i n decision-making . Ther e ar e les s 
challenging alternative s t o a n EPA , lik e takin g 
further advantag e of unilaterally granted EU prefer-
ences. This woul d sustai n ful l autonom y a s to th e 
size an d dept h o f trad e liberalisatio n an d relate d 
structural adjustment measures . On the other hand, 
an EPA could be considered as an historic chance to 
lock i n economic reforms, which ar e required any -
way if integration int o the word economy i s part of 
the development strategy. Thus, an EPA would pro-
vide a n impetu s t o implemen t suc h a  policy effec -
tively. However, lessons from other regional integra-
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tion projects includin g the European case illustrat e 
the need for a gradual and country-specific approac h 
in trad e liberalisatio n an d a proper sequencin g of 
complementary, compensator y an d institutiona l 
measures to counter possible negative repercussions 
of integration. Trade liberalisation is not necessarily 
the firs t step , but should be well prepared and per-
ceived as a part of an overall package of reforms. 

Endnotes 
1. Withi n ECOWAS, a (sub-)group of eight countries has achieved 

deeper integratio n by forming th e West Africa n Economi c and 
Monetary Unio n (WAEM U or , th e Frenc h abbreviation , 
(UEMOA), tha t is , they hav e agree d o n principle s o f close r 
economic relations including a common currency . 

2. Se e Hinkle and Schiff (2004a ) and Schiff and Winters (2002) for 
an overvie w o f policy option s and several studie s on EPAs. On 
behalf o f the European Commission , PricewaterhouseCooper s 
(2004) conducte d severa l studie s o n the EPAs , includin g th e 
West African region , but did not perform an extensive empirica l 
analysis of the expected effects . 

3. CAP E stands for Cellule d'Analyse de Politique Economique . 
4. UEMO A consists of Benin, Burkina Faso, Côte d'Ivoire, Guinea-

Bissau, Mali, Niger, Senegal, and Togo. 
5. Othe r studies , such as Bussolo (1999 ) an d McKay e t al. (2000 ) 

focused o n Souther n an d Easter n Africa , respectively . Bot h 
analysed th e trad e an d welfar e impac t an d discusse d polic y 
options for the regions . 

6. Thoug h Mauritania left ECOWAS in 1999, it will be included in 
the followin g analysis , as it will tak e par t i n trade negotiation s 
and the (Wes t African) regiona l EPA with the EU. 

7. Se e Brenton (2003 ) an d Brento n an d Manchi n (2003 ) fo r a 
(verbal) analysi s of the impac t o f EU rule s of origin withi n the 
EBA and GSP systems of preferences . 

8. Also , th e authors woul d lik e t o than k Kar l Wolfgan g Menck , 
who contributed part s to Section 1  and Section 4, and Franziska 
Jerosch and Eva Soebbeke for their excellent research assistance . 
Very helpfu l suggestion s an d comment s wer e provide d b y 
Thomas Baunsgaard , Lawrenc e Hinkle , Jeffre y Lewis , Marcel o 
Olarreaga, Mauric e Schif f an d variou s seminar participant s a t a 
World Bank trade seminar in Washington, DC. Special thanks to 
the UEMOA Commission and ECOWAS Secretariat for provid-
ing data. The usual disclaimer applies . 

9. Th e ranking o f countrie s doe s no t change much , i f GNI per 
capita in PPP US$ i s used instea d of current US$. 

10. Th e HD 1 is a summary assessment of human development , mea -
suring th e averag e achievement s i n a  countr y i n thre e basi c 
dimensions of human development : (1) A long and healthy life , 
as measured by life expectanc y a t birth; (2 ) knowledge, as mea-
sured by the adult literacy rate (with two-third s weight) and the 
combined primary , secondary and tertiary gros s enrolment rati o 
(with one-thir d weight) ; and (3) a decent standar d of living, as 
measured by GDP per capita (PP P US$). See UNDP (2002 ) for 
details. 

11. Grant s ar e non-compulsory transfers , receive d b y governmen t 
units from othe r government units or international organisation s 
(IMF, 2001). 

12. I n 2000, Ghana had very high tariffs for petroleum products of up 
to 89% in place. 
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13. I t can be shown tha t th e model of Verdoorn i s a simplified ver -
sion o f the more genera l partia l equilibriu m mode l o f Clagu e 
(1971, 1972) . Se e Buss e (1996 ) an d Buss e an d Koopman n 
(2002) for details. 

14. A n overview of data sources for all variables used in the analysis 
is provided in Busse et al. (2004). 

15. Fo r some West Africa n countries , tarif f an d trad e dat a for 2002 
and 200 3 are available. As the most recen t trad e figure s a t the 
disaggregated leve l are subject to frequent revisions , we preferred 
to use the 2000 and 2001 figures . The base year for Ghana and 
Nigeria i s 2000, for all other countries 2001. 

16. Trad e dat a i n TRAINS, however , i s limited t o import dat a and 
those year s fo r whic h tariff s an d som e non-tarif f barrier s ar e 
available. 

17. Se e Busse et al. (2004) for details. 
18. Th e basic concept s o f trade creatio n an d trade diversio n hav e 

been established i n the literature by the seminal contribution of 
Viner(1950). 

19. Fo r a survey of trade elasticities, see Sawyer and Sprinkle (1999) . 
More recen t estimate s ar e provided b y Gallaway e t al . (2003 ) 
and Keeetal . (2004) . 

20. Again , thes e assume d value s for Gambia ar e similar t o the esti-
mated figure s fo r othe r developin g countrie s a t thi s leve l o f 
aggregation. 

21. Th e abbreviation c.i.f . stands for cost, insuranc e and freight. In 
international trad e statistics, imports are usually reported c.i.f. 

22. I n the past, several studies tha t analyse d the impact of trade lib -
eralisation i n developin g countrie s relie d o n import-weighte d 
tariff rate s t o compute trade , budge t an d welfare effects . Thei r 
estimates are likely to be biased i f collection ratio s and import-
weighted tarif f rate s differ . 

23. Thi s holds even for the differences betwee n th e elasticity of sub-
stitution an d the import deman d elasticity , sinc e ε  is subtracted 
from σ in the trade diversion formula . 

24. I n contras t t o trad e creation , th e trad e diversio n formul a 
includes th e shar e o f non-beneficiar y import s a 2) . Since E U 
imports mak e u p -  o n averag e -  hal f o f tota l Wes t Africa n 
imports, TD declines . 

25. Thes e calculations are based on the assumption that there will be 
no other policy changes, such as transfers from abroad or changes 
in domesti c taxe s t o make u p for the loss o f government rev -
enues. 

26. Th e comprehensive table s for each country , includin g th e esti-
mated effects for all products at the four-digit level , can be foun d 
on the enclosed CD-ROM . 

27. Importantly , th e followin g result s d o not chang e muc h i f we 
focus on the top 50 instead of the top 100 . 

28. Se e Winters et al. (2004) for a survey of the literature . 
29. A  safeguard claus e enables the EU Commission to suspend tarif f 

preferences an d reintroduce common customs tariff duties where 
a produc t originatin g i n a  beneficiar y countr y i s imported o n 
terms which cause , or threaten t o cause, serious difficulties t o a 
Community produce r o f lik e o r directl y competin g product s 
(European Union, 2004b) . 

30. A s compared t o curren t Cotono u preferences , a n EPA would 
provide the m eve n mor e favourable acces s to EU markets i f the 
EPA includes EBA-like terms (excep t for rules of origins). 

31. Winter s e t al. (2004: 107 ) also shar e thi s vie w by saying: 'The 
impact of trade liberalisation particularly on poverty will depend 
on the environment i n which it is carried out, including the poli-
cies that accompany it . It depends on the country context. ' 
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