Policy Brief

December 2016
PB-16/32

Facilitating food trade within ECOWAS

By Onasis Tharcisse Adétumi GUEDEGBE

Summary

Trade integration is a prerequisite for the success of any economic integration project. The factors hindering trade
integration therefore constitute a bottleneck to the economic integration project of the countries of the Economic
Community of West African States (ECOWAS), which is an effective means of coping with the substantial expansion
of sub-regional food demand. The aim of this paper is to highlight the factors that constrain trade flows and increase
the cost of trade in the Community. It focuses on three categories of factors: tariff measures, non-tariff measures and
the quality of infrastructure and logistics. It emerges that the question of rules of origin and delays in compliance with
the agreements seem to hamper the process of liberalization. Non-tariff barriers are ubiquitous and fairly diverse, as
are the procedural barriers associated with them. Finally, trade remains hampered by medium to low levels of logistics

performance and infrastructure quality.

The Economic Community of West African States
(ECOWAS) is a grouping of about 15 West African
countries that have opted for economic integration to
contribute to their progress and development. As the
Community treaty clearly states, this implies the creation
of a common market, in particular by liberalizing trade
between member countries." The ECOWAS Trade
Liberalization Scheme (ETLS) is the main institutional
arrangement implemented at the community level. Other
arrangements accompany it, such as the customs union
of the West African Economic and Monetary Union
(UEMOA).

The development of the agricultural sector is also one
of the main objectives of the countries of the economic
community. Supporting this ambition, several studies®
have highlighted an important potential for agricultural

1. See the ECOWAS treaty (1993). ECOWAS includes Benin, Burkina
Faso, Cape Verde, Ivory Coast, the Gambia, Ghana, Guinea, Guinea-
Bissau, Liberia, Mali, Niger, Nigeria, Senegal, Sierra Leone and Togo.

2. FARM (2008); UNECA (2012); CSAO-OCDE/CEDEAO (2008)

production in the region and the capacity of the
agricultural sector to be a vector of integration. Through
the effective use of comparative advantages, ECOWAS
could benefit as much from sub-regional integration as
from integration into global value chains.

In response to the very high growth in food demand
(resulting from population growth, urbanization and
income growth) and changes in food consumption
patterns, the West African agricultural sector is pursuing
a growth path. Beyond production, the upstream and
downstream segments of agricultural value chains are
now becoming significant and are expected to grow
the most in the coming decades. The food economy
(all production, processing and distribution activities
contributing to human food) represented USD 178 billion
in 2010, equal to 36% of the regional GDP. The upstream
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and downstream segments represented 40% of the
food economy added value. Thus, the strong expansion
and deep changes observed in the sub-regional food
economy offer opportunities for agricultural growth,
investment and job creation, particularly in processing
and distribution.’

From the point of view of a common food market, they
also offer opportunities for growth of trade between these
countries. Given these opportunities and the increasing
importance of food trade for these countries and for the
community (as indicated by the growth in export flows in

Table 1), states must play their role as trade facilitators by
ensuring appropriate policies and investments.

In the case of Community trade, which is the subject of this
article, despite the age of the liberalization and integration
policies adopted by these fifteen countries, several studies
have indicated a low level of trade integration. The
persistence of this state of affairs is apparent in the most
recent statistics. By 2015, the share of food exports from
these fifteen countries to the Community was 11%.

Beyond constraints related to the supply and demand

Table 1: Exports of ECOWAS food products* (Exports in thousands of USD and share of regional trade)

Trading partner ECOWAS Rest of Africa Rest of the world

Ye'ﬂf 2000 2015 2000 2015 2000 2015

Country Value Percentage Value Percentage Value Percentage Value Percentage Value Percentage Value Percentage
Benin 5783 8% 107 240 27% 1283 18% 9757 8% 65 268 92% 290 869 3%
Burkina Faso 16 846 47% 87 499 36% 13 0% 2434 3% 19 275 53% 155 937 64%
Cape Verde 3 0% 30 0% 28 91% 331 92% 579 100% § 902 100%
Ivory Coast 123 505 7% 506 573 9% 61 738 33% 133 284 21%| 1672851 93% 5339297 91%
The Gambia 857 14% 4168 10% 682 44% 862 17% 5220 86%0 36179 90%
Ghana 7 997 1% 86 072 3% 7 268 48% 27129 24% 654 411 99% 2626 463 97%
Guinea 2354 6% 10 449 9% 9 424 80% 11 843 53% 37 872 94% 104 854 91%
Guinea Bissau 355 1% 530 0% 83 19% 0 0% 31 312 99% 245 283 100%
Liberia 264 15% 455 7% 0 0% 14 3% 1474 85% 6043 93%
Mali 5 870 42% 50 529 45% 589 9% 2 706 5% 8147 58% 66 716 57%
Niger 30 931 94% 38 060 53% 724 2% 2055 5% 1969 6% 33 214 47%
Nigeria 4111 2% 227 434 12% 8 736 68% 70 229 24% 168 164 98% 1670855 88%
Senegal 16 633 3% 253 617 32% 23 474 59% 46 965 16% 463 718 97% 527 479 68%
Sierra Leone 45 8% 1267 1% 5 10% 751 379 483 92% 177 063 99%
Togo 15 392 24% 87 990 34% 712 4% 13 386 139 49 251 76% 172 327 66°%0
ECOWAS 230 947 7% 1461912 11% 114761 33% 321 746 18%| 3179996 93% 11461478 89%

Source: Author calculations from UNCTADSTAT data

of products within the sub-region, this paper aims to
understand this low trade integration by analyzing three
other categories of factors for agricultural products that
determine the propensity of economic agents to trade in
the sub-region. These include tariff measures, non-tarift
measures and the quality of infrastructure® and logistics.

A comprehensive cost analysis

To begin, it is necessary to take the overall measurement
of all the trade constraints in the community. Few
indicators can synthesize such a mass of information.
This measurement will be based on the calculation
of bilateral trade costs between country pairs. These
costs have the advantage of aggregating the effects of

3. (Hammamet, 2013); (FAO and AfDB, 2015); (Allen & Heinrigs, 2016)
4. Food products correspond to the A14 product group of the UNCTAD
classification (SITC Rev.3)

5. The role of infrastructure in trade is the subject of a considerable
amount of literature. See (Bougheasa, Demetriadesb, & Morgenrothc,
1999), (Portugal-Perez & Wilson, 2010).

geographical distance, connectivity to international
transport networks, facilitation and logistics performance
of the countries concerned, infrastructure and border
crossing conditions for neighboring countries, trade
policy (tariffs), and the impact of restrictive non-tarift
measures. A higher bilateral cost corresponds to a very
sharp reduction in trade.®

Figure 1 summarizes these costs for agricultural and
manufacturing products, between ECOWAS countries
and with a non-ECOWAS partner (France) as a
benchmark. It shows that for agricultural products, the
bilateral costs of trade between Community member
countries are much higher than those observed in their
trade with France. It demonstrates for example, that for
Senegal, trade with Togo is over six times more expensive

6. Novy (2009), World Bank (2012)*
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than it is with France. The red circle on the figure indicates
a concentration of trade costs with France in a lower cost
area, unlike intra-ECOWAS trade costs. The two lowest
cost levels are observed with France as a trading partner.

It is therefore cheaper for ECOWAS countries to trade
with a European partner than to trade between each other.
This conclusion is a paradox given the proximity of these
countries and their renewed commitment to integration.
The rest of the article will be devoted to a breakdown of
these costs to identify some bottlenecks.

Figure 1: Bilateral trade costs in 2012 for ECOWAS countries
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Data source: data from the World Bank UNESCAP Trade Costs Database

Tariff measures

The levels of tariff barriers between ECOWAS member
countries are a direct consequence of the different levels
of implementation of the UEMOA and ECOWAS FTAs at
both national and supra-national levels.

UEMOA has made considerable progress in dismantling
tariff barriers to trade, both for industrial and agricultural
products. For the latter, the free movement of import
duties and import taxes has been effective since 1996.
This was applied a bit later for industrial products and
therefore for agro-industrial products.” At the national
level, it is now possible to observe a real application of
this measure by the UEMOA member countries, which

results in almost zero tariffs on agricultural products,
processed or unprocessed (see Table 2).

On the other hand, the level of dismantling of tariff
barriers in intra-ECOWAS trade involving a non-
UEMOA country is much lower than that encountered
in intra-UEMOA trade. As a result, high tarift levels
can be seen in Table 2 (red numbers). Indeed, despite
the establishment of the ETLS since 1979% and most
recently its customs union, the tariff reductions are not
fully effective, and this applies particularly to processed
products (which are part of industrial products).

The delays experienced by certain countries in the
application of Community provisions, and especially

7. UEMOA (2000)
8. When it was first applied in 1979, only agricultural products,
handicrafts and crude oil were covered by the advantages offered under
the scheme. In 1990, it was opened to other industrial prod
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the difficulties encountered in the use of rules of origin
for duty-free movement of industrial products, may
contribute to explaining the high tariff levels applied to
many processed agricultural products. As discussed in
the next section, very few companies are beneficiaries of
the Community Certificate of Origin in the ECOWAS
countries. High tarift levels are also due to the extent of
re-exporting in the sub-region.

Non-tariff measures (NTMs)

Non-tariff measures (NTMs) are defined as political
measures, other than customs tariffs, that can
economically affect international trade in goods, by
changing the quantities traded, prices, or both."” At the
global level, after the progressive dismantling of tariff
barriers (customs tarifts), NTMs quickly emerged as the
main constraints to international trade. However, their
main objective is not to protect markets, but to control
products traded for health, environmental reasons, etc.

Table 2: Matrix of tariffs applied by ECOWAS countries on agricultural products® 2012-2014

Exporter

ECOWAS NON-ECOWAS

Importer Benin Burkina Faso Ivory Coast Guinea Bissau Mali Niger Senegal Togo Cape Verde The Gambia ~ Ghana Guinea Liberia Nigeria  Sierra Leone| Theworld  France

Benin 14 0,0 0,0 0,0 0,5 0,0 0,5 10,0 16,4 10,0 17,9 10,0 13,8 17,4

E  Burkina Faso 0,1 0,0 0,1 0,1 0,0 0,2 14,8 10,0 19,5 7,8 10,0

C  Ivory Coast 13 0,5 0,0 2,8 0,0 0,0 08 10,0 15,6 10,0 51 18,4 20,0 10,0 8,4
;)V Guinea Bissau 0,0 0,7 17,2 18,8 20,0 17,0 13,2 14,7
A Mali 0,0 0,7 0,0 0,0 0,3 0,7 19,6 12,1 89 19,2 20,0 8,1 6,2

S Niger 04 0,0 0,0 0,0 0,0 01 13,6 12,1 18,2 12,1 12,8
Senegal 07 0,0 0,0 0,0 0,0 0,0 13 20,0 9,0 15,7 7.9 153 85 10,3 9,6

Togo 02 0,2 0,1 0,0 0,0 33 0,1 15,8 10,0 10,2 20,0 12,1 10,3

Cape Verde 5,0 5,6 17,9 10,5 14,8 5,0]

E The Gambia 20,0 14,5 13,2 12,5 15,6 13,0 20,0 14,4 16,4 19,7 14,3 20,0 84 12,1

N € Ghana 20,0 0,2 16,8 15 05 0,1 0,7 9,6 0,0 15,4 0,2 19,9 16,8 1,8 15,1 16,9
Y ;)v Guinea 20,0 11,9 14,9 20,0 10,0 9,2 19,9 20,0 15,7 17,1
Ny Liberia 10,0 95 3,3
S Nigeria 5,7 35,0 31,5 14,3 10,2 21,6 9,9 30,1 13,3 10,6 23,1 16,4 20,0 10,2) 12,0 8,4
Sierra Leone 17,5 20,0 16,1 20,0 14,0 9,6 13,4 17,1

Source: Author calculations from UNCTAD data - Trade Analysis Information System (TRAINS).

They are also used for the purpose of ensuring the quality
and recognition of certain goods, maintaining a detailed
report on exports and economic activities, and collecting
tax revenues. Nevertheless, these measures are perceived
as major challenges to regional integration, particularly
within ECOWAS.

The complexity of mitigating the effects of these forms of
trade constraints is not limited to the legitimate nature of
trade partner settlements. NTMs are highly diversified,
ranging from measures affecting imports (including
technical and non-technical measures) to measures
affecting exports.'? This complexity is also due to the large
number of procedural obstacles (PO) that are related to
NTMs. POs are practical problems faced by companies

9. Includes fresh and processed products.
10. UNCTAD (2010)

in complying with the various regulations imposed
(NTMs). They can be encountered at the administrative
or logistical levels.

According to recent International Trade Center (ITC)
surveys, NTMs are found to be diverse and ubiquitous in
intra-regional trade in agricultural products.” They are
found both at the level of the country of origin (national
NTM) and at the country of export destination. 26% of the
NTM cases considered to be restrictive are encountered
in the country of origin, while 30% are encountered at
destination. In addition, 40% of the NTM obstacles faced
by exporters of agricultural products in foreign markets
are encountered in the sub-regional market.

11. However, NTBs are sometimes used to circumvent free trade rules for
protectionism to the detriment of foreign competition. In this case, they
are called "non-tariff barriers" (NTBs). However, it is very difficult, if not
impossible, to distinguish between legitimate NTMs and protectionist
NTMs, especially since a single measure can be used for different reasons.
12. In total, 16 types of measures are distinguished in the last version
(2012) of the classification of the NTMs.

13. The survey covered six ECOWAS countries: Benin, Burkina Faso,
Ivory Coast, Guinea, Mali and Senegal. The survey focused on private
businesses operating in the agricultural and manufacturing sector
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The different NTMs affecting agricultural exports and
encountered at origin and destination are shown in Figure
2. Conformity assessment, royalties, taxes and other
para-tariff measures are the main NTMs encountered
at destination, while inspection and export taxes and
charges are the main NTMs encountered at origin.

What makes an NTM a barrier (from a business
perspective) is either that it is overly stringent and difficult
to comply with (regulatory barriers) or related practices
(procedural barriers) that make it difficult to comply with
NTMs, or both at once. The ITC's investigations indicated
that the compelling perception of NTMs in the country

of origin is largely due to procedural barriers. In terms of
NTMs encountered at destination, it is more a matter of
regulatory barriers. Indeed, it has been found that 73% of
national NTMs that are considered as a barrier to intra-
regional agricultural trade are mainly due to procedural
barriers, while 67% of the NTM barriers in the ECOWAS
partner country are due to regulatory barriers.

The results of these surveys also indicated that the
importance of different types of non-tariff measures,
as well as related procedural barriers, varies across
countries, sectors, business size and whether the firm isan
exporter or an importer, or both. The NTMs encountered

Figure 2: NTM hindering intra-ECOWAS agricultural exports
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Source: NTM Business Surveys, International Trade Center™*
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Figure 3: NTM obstacles applied by the ECOWAS partners (left); Related procedural obstacles (right)
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14. ITC and AFDB (2016)
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Figure 4: Restrictive NTMs applied in the country of origin (left). Related procedural restrictions (right)
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at destination are broken down into technical measures
and non-technical measures. Technical measures affect
unprocessed materials more than processed ones, which
are more affected by non-technical measures.

Concerning technical barriers, pre-inspection, packaging
and product certification requirements are the main
perceived constraints (see Figure 3). Procedural obstacles
are the main reason for the compelling perception of
these technical measures. The eight types of POs related
to technical measures are also shown in la Figure 3. For
example, informal and high costs, as well as long delays or
delays in the product certification process, are the main
procedural obstacles related to this measure.

These procedural obstacles occur in both the exporting
countries and in the ECOWAS partner countries. They
also involve different institutions or stakeholders such as
customs, certification agencies, conformity assessment
agencies, export / import control / inspection agencies,
transportation entities as well as ministries. All these
stakeholders in the export process create procedural
obstacles at different levels of impact. For example,
customs are well known for informal and high payments,
long processing periods and delays, administrative issues,
lack of recognition / accreditation and discriminatory
behavior by their agents. The first two POs are found in
virtually all institutions.

As for non-technical barriers, they constitute a constraint
on the development of trade in agro-industry products
in the sub-region and thus contribute to hindering the
development of this sub-sector. In addition to customs
surcharges, rules of origin and additional pre-shipment

: Les : les différents types dobstacles procéduraux rencontrés par les exportateurs dans le

P
commerce intra-CEDEAO par type de MNT contraignantes. Les contraintes de temps et le paiement informel sont deux principaux
obstacles auxquels les exportateurs sont confrontés en plus de la réglementation nationale.

inspections are non-technical NTMs that companies
perceive as obstacles.”” Apart from the more or less
rigorous nature of these measures, they are also linked to
a number of procedural obstacles.

The application of the rules of origin in the framework
of the ECOWAS TLS is constraining mainly because of
the long procedures involved in the approval and the
obtaining of certificates of origin. These measures are
also associated with informal payments in both origin
and destination countries. All of this results in the fact
that few companies and products are approved by the
ETLS (see Table 3). Unnecessary costs and delays are
also associated with pre-shipment inspections. These
procedures are often repeated in the country of origin
and destination. Customs surcharges are mainly due to
regulatory obstacles. They can be perceived as a hidden
replacement of tariffs and their widespread use has an
impact on regional exporters (rising commodity prices,
loss of profits, loss of competitiveness). Other non-
technical barriers are: import controls and monitoring
requirements; quantitative control measures; other
royalties and taxes; and other import measures.

The restrictive NTMs applied in the country of origin
affect all the products concerned, independent of the
destination market. The importance of the various
constraining NTMs applied at origin is illustrated in
Figure 4. Pre-export inspection is the main constraint.
From the most to the least important, it is followed
by export bans, export licenses or permits, required
destination certification, other export measures and
registration requirements.

15. The ITC survey results cover the entire manufacturing sector and are
therefore not specific to agribusiness.
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Table 3: Companies and products approved by the ETLS in four ECOWAS states

Country Number of companies | Number of products (HS4)
Burkina Faso 3 3
Ivory Coast 25 106
Guinea 8 73
Senegal 34 100

Source: ITC and AFDB (2016)

Procedural barriers still emerge as the main reasons for
the perception of NTMs as barriers in the exporting
country. They are also represented in Figure 4. The main
finding is that time constraints (tedious conformity
assessment procedures and related controls) as well as
informal and high payments are the main reasons for
perception of all NTMs applied at origin as barriers. Also,
administrative burdens impede the obtaining of export
permits or licenses. Finally, the lack of specific facilities
or equipment handicaps export certifications, given the
technical requirements for certain products.

In the country of origin, informal and high payments,
long delays, as well as administrative issues are the
most frequent practical difficulties and are encountered
in practically all the institutions (customs, ministries,
port authorities, various agencies mentioned above).
As for the others, the first two are more frequent at the
customs level (and other national bodies responsible for
inspections). Customs agencies are also associated with
all procedural obstacles.

Business environment

Beyond the tariff and non-tariff constraints on trade,
the development of trade in agricultural products is also
dependent on the quality of transport infrastructure and
logistics on the country level, in general, and at the cross-
border level, in particular. The transport of agricultural
products, especially fresh produce, requires good road
infrastructure in order to minimize post-harvest losses
and maximize business profits. These same objectives
require speed in cross-border procedures. The transport
of agricultural products also requires logistics that can
maintain the product quality, such as an uninterrupted
cold chain.

On these two levels, both infrastructure and logistics, the
ECOWAS countries still have to invest heavily to meet
the challenge of regional integration and improve their
performance. Indeed, according to the results of recent
surveys carried out by the World Bank and the World
Economic Forum, ECOWAS countries are far from the
maximum levels reached in these two areas (see Figure
5 and Figure 6). The first figure depicts that for each of
the logistics performance components, the average of the
scores obtained by these countries is nearly half the score
obtained by the country with the best score. By focusing
on infrastructure (Figure 6), it can be seen that, in general,
countries remain at more or less intermediate levels vis-
a-vis the maximum score (7). The Ivory Coast seems
to be a good example of progress in all infrastructure
components. As for customs procedures, the level of red
tape is also at an intermediate level.

In short, given these results, the quality of infrastructure
and logistics continues to be a major constraint to the
development of the private sector in general and to
cross-border trade in particular. It discourages trade
and thus investment. Governments have an important
- if not exclusive - role to play in improving the quality
of infrastructure. This includes accelerating the
implementation of regional plans to develop quality
cross-border infrastructure. As for the private sector, it
is mainly concerned with the development of logistics
chains adapted to the sector. This is however conditioned
by the establishment of a positive business environment
by the state.
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Figure 5: Levels of logistic performance in 2016
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Conclusion and implications

Agricultural growth and the new characteristics of the
food economy provide growth opportunities for the
sub-regional economy, which are conditioned, among
other things, by improved trade facilitation. Despite
the establishment of the institutional framework for
this purpose, some challenges still need to be overcome
in order for companies to take full advantage of the
opportunities offered by the common market. The cost
of agricultural trade in the Community is compounded
by tarift barriers that are being dismantled, but also by
a variety of non-tariff measures perceived as barriers by
businesses.

Customs tariffs and informal payments create direct costs
that increase food prices and affect the competitiveness of
businesses. These problems must be tackled at the source
by speeding up the compliance of individual countries
with Community regulations. Monitoring and evaluation
mechanisms can serve as an incentive for the effective
elimination of tariffs. Similarly, state agents involved in
informal payments (especially customs authorities) need
to be more accountable and controlled in turn. The use
of new technologies should also be used to minimize the
role of the human factor in all commercial processes.

Other non-tariff measures perceived as barriers create
indirect costs related to difficulty in compliance and / or
procedural barriers. Moreover, the repetition of some of
these measures on departure and arrival of goods is an
aggravating factor. Considering the legitimacy of these
measures, it is important to conduct strategies to reduce
the perception by companies as obstacles. This involves
(i) monitoring, empowering and improving stakeholder
effectiveness in trade procedures to reduce processing
times, (i) improvingbilateral and multilateral cooperation
between the institutions involved in inspections and the
issuance of certificates in order to eliminate repetitive or
overlapping measures or procedures.

On the other hand, it is important to improve the access
of farmers and processors to information on Community
requirements (in particular the certificate of origin and its
related procedure) and on the market. Market information
must be equally accessible to both buyers and sellers. For
this, mechanisms for exchanges of agricultural or food
products may emerge. While several attempts to establish
such types of an exchange have failed in Africa, the path
to further south-south cooperation is key to the success
of such a project because socio-economic contexts are
similar. For example, ECOWAS could benefit from the
Ethiopian experience in this area. Since 2008, Ethiopia has
established a commodity exchange that is now a success,
given the positive impacts on farmers' incomes, among
other things. With a certain number of adaptations, this
mechanism could emerge within the ECOWAS common
market.

Finally, efforts must continue to improve the quality
of logistics and infrastructure. Through investment
incentives (tax incentives, improvements in the business
environment, etc.), the private sector could develop
and offer transport and logistics services that meet the
requirements of food products. This is also an opportunity
for South-South cooperation in terms of helping to set up
incentive frameworks and investments in transportation
and logistics. Infrastructure improvement efforts must
be accelerated by exploiting new financing opportunities
arising from changes in the international environment
(for example, the emergence of new players such as the
BRICS and their New Development Bank, the increasing
Moroccan interest in the sub-Saharan region, etc.)
and use of the poorly exploited potential of mobilizing
domestic resources.'®

16. See the blog by Tonderayi (2015)
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