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Abbreviations and Acronyms

CEDEAO
Communauté Economique des Etats de l’Afrique de l’Ouest (ECOWAS)

CET

Common External Tariff (TEC)

ECOWAS
Economic Community of West African States

EDPT

ECOWAS Decreasing Protection Tax (proposed)

FCFA

Franc of the African Financial Community

IMF

International Monetary Fund

ECVD

ECOWAS Countervailing Duty (proposed)

ESM

ECOWAS Safeguard Measure (proposed)

LDCs

Least Developed Countries

PSE

Producer Subsidy Equivalent

RV

Reference Value

ST

Statistical Tax

TEC

Tarif Extérieur Commun (CET)

TCI

Taxe Conjuncturelle à l’Importation of WAEMU

TDP

Taxe Dégressive de Protection of WAEMU

UEMOA
Union Economique et Monétaire Ouest Africaine (WAEMU)

VAT

Value Added Tax

WAEMU
West African Economic and Monetary Union (UEMOA)

WTO

World Trade Organization

Introduction

1.
West Africa is experiencing an accelerated pace of regional economic integration at present, with the French-speaking and English-speaking countries working together as never before on trade and tariff policies. Eight countries have transferred responsibility (competence) for their foreign trade policies to the Commission of the West African Economic and Monetary Union (WAEMU—or Union Economique et Monétaire Ouest Africaine, UEMOA, in French).
 A broader regional body, the Economic Community of West African States, bringing in 7 more countries, is moving quickly now to complete its customs union.
 

2.
The 15 ECOWAS countries are now on track to implement the ECOWAS Common External Tariff by the end of the year 2007. Thirteen of the 15 member countries of ECOWAS are now applying the same 4 tariff rate bands, although 5 of the countries are in a transition period of progressively harmonizing duty rates. Table 1 shows the progression of steps taken by the non-WAEMU member states towards adoption of the ECOWAS CET. Nigeria, the largest economy, instructed its customs service to implement the new, lower tariffs as of December 2005, with roughly 1,100 exceptions. The diligence of CET implementation, not only in Nigeria, where outright import bans are practiced, but indeed in all of the 15 ECOWAS countries, will be under close scrutiny by the world. Each country will be subject to external review as part of the ECOWAS CET monitoring plan.

Table 1: Summary of Progress towards the ECOWAS Common External Tariff

	Country
	Creation of

National

Coordinating

Committee
	Completion of National Impact Study
	National Stakeholders Consultation Workshop
	Submission of National Position
	Adopted and  Implemented

	Cape Verde
	Yes
	
	
	
	

	The Gambia
	Yes
	March 2004
	March 2004
	July 2004
	January 2006

	Ghana
	Yes
	March-June 2004
	June 2004
	July 2005
	March 2005

	Guinea
	Yes
	July 2004
	6/03 to 7/04
	July 2004
	January 2005

	Liberia
	Yes
	
	
	
	

	Nigeria
	Yes
	Process from 11/02 through 7/04
	February 2004, among others
	January 2006
	Adopted 9/05; Implemented 12/05

	Sierra Leone
	Yes
	March 2004
	March 2004
	July 2004
	January 2005


Source: AIRD.

3.  The ECOWAS countries are finally going to complete their common external tariff 17 years after its original deadline of 1990 set more than 30 years ago when the ECOWAS Treaty was signed in 1975. Completion of the customs union is a key condition imposed by the European Union for negotiating an EU-West Africa Economic Partnership Agreement. 

4.  Key activities during the transition period through 2007 will include the aligning of Type A exceptions with the appropriate CET rates; the consolidation and negotiations on Type B exceptions as well as the harmonization of exemptions, bilateral trade agreements and export processing zones. In all these, special attention will be given to agriculture in view of its strategic position in the economies of West Africa. Public education on the CET, via information and awareness programmes, will improve transparency in these countries’ economic and financial systems. Monitoring and evaluation of the national implementation plans will depend upon cooperation on the timely collection of customs data from member states and development of suitable techniques for assessing the impact of the implementation of the CET. 
5.  Valuable lessons for the success of the ECOWAS Common External Tariff can be gleaned from examination of the experience of WAEMU in implementing and monitoring its own WAEMU Common External Tariff over the past ten years. The approach being taken for development of the ECOWAS CET aims to benefit from the lessons learned by WAEMU, adapting matters as needed in order to blend the WAEMU system with those of the other 7 non-WAEMU members of ECOWAS.

6.  As under the WAEMU CET adoption process, no compensation mechanism is envisaged for losses in customs revenue incurred by the 5 to 7 countries now adopting the ECOWAS CET.
 Both WAEMU and ECOWAS have operated compensation schemes for revenue losses incurred by member states in eliminating customs duties on approved industrial products. Proper design of the ECOWAS CET can improve the efficiency of fiscal administration throughout West Africa and take into account the shared aim to reduce poverty, provide food security, and promote sustainable livelihoods for the poor in rural and disadvantaged areas.

7.  The adoption of the ECOWAS CET demonstrates how West Africa has embraced the necessity of reducing the predominance of revenue from customs duties in the total package of fiscal receipts. There is a new impulse towards reform in the fiscal administration of the WAEMU countries to improve efficiency and reduce distortions.

8.   ECOWAS and WAEMU are examining the weak points in national policies related to categories of products eligible for statutory and ad hoc exemptions from customs duty. Sloppily implemented policies increase the revenue lost through slippage. For all of the ECOWAS countries, modernizing internal taxation policy will require tightening-up of the application of policies on customs exemptions. 

9.  National policies on customs exemptions also affect proper assessment of the Value-Added Tax, which has become a key contributor to national budgets. Within ECOWAS, harmonization of VAT policies is a longer-term goal, as some countries (notably Nigeria and Sierra Leone) apply a sales tax and have not yet adopted a VAT.

The Changing Role of Customs Duties in the Overall Fiscal Profile

10.  A common external tariff is one of the two components of a customs union, along with an internal free trade area. The common external tariff is but one element in the overall fiscal regime or range of taxes imposed on the population by the government. Changing the level of revenue collected via customs duties necessarily has an impact on a government’s budget. The ECOWAS countries are implementing the CET as one step towards harmonizing the overall package of fiscal policy measures. WAEMU has been considered to be under-performing in terms of revenue collection, with total fiscal collections totaling 17.4% of GDP in 1997, but falling to 16.2% in 2003, according to WAEMU Commission data. Tables 2 through 4 show the evolution of revenue collection from customs duties, VAT and excise taxes.

Table 2:  Evolution of Customs Duty Collections (billions of FCFA)

	
	1997
	1998
	1999
	2000
	2001
	2002

	Benin
	26
	22
	26
	39
	43
	50

	Burkina
	
	44
	42
	25
	31
	34

	Côte d'Ivoire
	143
	157
	148
	99
	108
	114

	Guinea Bissau
	3
	1
	2
	4
	2
	

	Mali
	8
	11
	24
	29
	34
	43

	Niger
	13
	16
	14
	15
	20
	20

	Senegal
	21
	11
	11
	11
	5
	7

	Togo
	
	
	
	
	
	

	Total
	214
	262
	267
	222
	243
	268


Source: WAEMU Commission.
11.
The decline in receipts from customs revenue collection from 1999 onwards has been compensated for by an increase in revenue from internal taxes, notably revenue from VAT and excise duties. 

Table 3: 
Evolution of Receipts from VAT Collection (billions of FCFA)

	
	1997
	1998
	1999
	2000
	2001
	2002
	Average
	%

	Benin
	75
	76
	89
	97
	103
	118
	93
	12

	Burkina
	
	59
	64
	63
	85
	87
	59
	8

	Côte d'Ivoire
	284
	289
	274
	252
	295
	304
	283
	37

	Guinea Bissau
	
	
	
	
	
	
	
	

	Mali
	57
	60
	75
	82
	111
	127
	85
	11

	Niger
	19
	23
	29
	32
	42
	47
	32
	4

	Senegal
	131
	142
	159
	203
	217
	226
	180
	23

	Togo
	38
	40
	38
	36
	38
	41
	38
	5

	
	
	
	
	
	
	
	
	

	Total
	604
	689
	728
	763
	891
	949
	771
	100


Source: WAEMU Commission.

12.
The common external tariff can be considered an “indirect” means of taxation, as it is not imposed directly on the public, but rather on the products they purchase. As part of the ECOWAS Roadmap to the CET and Customs Union, the 15 countries aim to harmonize other indirect taxes, for example excise taxes, the value-added tax (VAT) and taxes on petroleum products.

Table 4: Evolution of Receipts from Collection of Excise Taxes (billions of FCFA)

	
	1997
	1998
	1999
	2000
	2001
	2002
	Average
	%

	
	
	
	
	
	
	
	
	

	Benin
	5
	6
	7
	7
	4
	4
	6
	7

	Burkina
	
	14
	18
	16
	12
	24
	17
	21

	Côte d'Ivoire
	24
	32
	31
	31
	37
	33
	31
	39

	Guinea Bissau
	
	
	
	
	
	
	
	

	Mali
	2
	2
	1
	8
	5
	7
	4
	5

	Niger
	2
	2
	2
	3
	3
	3
	2
	3

	Senegal
	4
	
	6
	8
	11
	13
	8
	10

	Togo
	7
	12
	1
	13
	11
	11
	11
	14

	
	
	
	
	
	
	
	
	

	Total
	43
	71
	78
	86
	83
	95
	79
	100


Source: WAEMU Commission.

13.  There has been a noted reduction in the weight of customs duties in the overall fiscal envelope for Sub-Saharan countries, with an evolution towards revenue derived from application of the Value Added Tax. During 1989-91, customs duties accounted for 34% of total government revenue for Sub-Saharan Africa as a whole, falling to only 22.2% in the period 2000-2002.

14.  The 8 WAEMU countries have been applying a common, single rate of VAT of 18% since 2000. Based upon examination of the functioning of the customs union through 2005, the WAEMU Commission is studying the effect of changing the single WAEMU VAT rate of 18% to more than one rate, including a reduced rate of 5% for basic, social goods. The IMF has come out in favor of maintaining a single rate, noting that a multi-tier VAT would reduce the simplicity of the present VAT scheme. If the WAEMU countries decide on a multi-tier VAT, the change would need to be accompanied by substantial capacity building in the WAEMU administrations, in particular with how to assess the VAT in West Africa’s widespread informal marketing channels. As the VAT is collected far more uniformly on goods imported from outside the region than on goods produced locally, proper application of the VAT on domestically produced and sold goods would reduce the weight of the duties collected at the border (customs duty, VAT, statistical tax, ECOWAS and WAEMU levies).

15.  Only 5% to 6% of the active population (labor market definition) can be considered to be salaried employees. In reality, there are few firms in each country on which formal fiscal measures can be applied. This concentrates the relative weight and importance of each formal sector firm. 

16.  The traditional agricultural sector is considered difficult to bring within the formal fiscal regime, as well as micro-informal activities. Moreover, traditional agriculture and other small-scale economic operators can provide only limited revenue-producing capacity, suggesting that Reform efforts could be focused on businesses operating on a fraudulent, unregistered basis, since this category likely holds much greater revenue-generating potential (Chambas 2005).

17.  Agriculture makes an important contribution to GDP and employment in all WAEMU and ECOWAS member countries, but due to wide geographical dispersion, low productivity, and general widespread poverty, the potential for improving the application of fiscal measures to the agricultural sector is limited (Chambas 2005). Where larger plantations and modern operations exist, revenue collection from the application of fiscal measures would naturally be far easier. 

18.  The difficulty of collecting from the micro-informal sector lies in the high cost of extracting money from the potential contributors. Often, VAT, when collected, is based on a monthly lump sum rather than on a micro-business’ actual sales or turnover. Figure 1 shows the threshold level for obligatory declaration and collection of VAT in 9 ECOWAS countries.

Figure 1: How Big is a Small Firm? Threshold Levels of Firm Sales for Obligatory Collection of VAT in 9 ECOWAS Countries
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Source: IMF (2000) The Modern VAT, pp. 9-11.

19.  West Africa’s best prospects for improving the efficiency of fiscal administration, i.e. the collecting of taxes, seem to lie in regulating the non-registered fraudulent sector. These activities contribute to important revenue losses in such widely traded commodities as rice, foodstuffs, automobiles, and spare parts. Many of these products avoid paying the VAT and the customs duties as well.

20.  A tax on household income is impracticable for the majority of West Africans, in part due to the weak institutional capacity to collect on earners that are not part of the small, formal salaried class. The French consultant Gérard Chambas, an adviser to the WAEMU Commission, calls for the creation of joint brigades of customs collection officers and tax collection officers and a real-time capability for information exchange related to the tax obligations and compliance of an individual or a firm.

21.  The WAEMU countries can be considered a success story internationally in terms of the design and implementation of their VAT systems and their adoption of a common system amongst themselves. The details of the transformation from sales tax systems to VAT during the 1990s for 4 ECOWAS countries (of which 3 belong also to WAEMU) are shown in Table A-1 in Annex 1. The pre-VAT information outlines the system in place just prior to introduction of the VAT. Table A-2 provides a more comprehensive viewpoint on the WAEMU countries’ VAT systems, including treatment of medications, agricultural inputs, and transport services.

22.  For those countries that have already made the transition to the VAT, the IMF is involved in monitoring the rules, the base and enforcement, considered the three primary factors in the effectiveness of a VAT tax (IMF 2001, p. 49). Another element of the VAT is to fight against “cascading”, or the double and triple application of different business taxes and charges. These can be remedied via off-setting tax credits, such as a credit for manufacturing.

Figure 2: VAT on Imports Relative to VAT Revenue

[image: image15.png]



Source: IMF 2001, The Modern VAT, p. 50.

23.  While the VAT is not a border tax, two-thirds of VAT revenue are collected from imports, as shown in Figure 2. Is it really national treatment for VAT assessment when domestic sales are often not subject to VAT, but imports are?

24.  The implication is not that the economic effects of the VAT are similar to those of a tariff. For insofar as the VAT collected on imports is levied on intermediate goods purchased by registered traders, it will be credited in the usual way against output tax on subsequent sales…. And the figures (in Table 2 above) still leave much VAT to be collected on domestic production. For simple, small economies, the differences between a VAT and a tariff may, indeed, be relatively slight… Securing VAT collections on imports is generally a crucial part of ensuring effective collection of the tax throughout the chain of production. By the same token, getting collection right at that stage can go a long way to securing the success of the VAT overall.

--Source: IMF 2001, The Modern VAT, p. 49.

Advent of the WAEMU Common External Tariff (CET)

25.  While establishment of the WAEMU CET in 2000 certainly pre-dates the completion of the ECOWAS CET at the end of 2007, ECOWAS is an older organization than WAEMU and the goal of the ECOWAS CET dates from the original ECOWAS Treaty of 1975. Discussions of whether the WAEMU CET is the grandfather of the ECOWAS CET—or vice versa—are less important than the fact that they are somewhat different packages of mechanisms, reflecting developments of the decade in between their design.

26.  Under the 1994 WAEMU Treaty, the countries’ customs duty rates on goods imported from non-member countries were harmonized progressively from 1997 through the end of 1999, via a mathematical formula with maximum tariffs that member states could not exceed during the transition period. Starting July First 1998, all the countries had to bring their maximum customs duty rate to no more than 30% ; most of the countries were already applying a maximum of only 25%. From January First 1999, the countries had to adopt the UEMOA categorization of products with the same tariff rates for Categories 0, 1 and 2 and a maximum rate of no more than 25% for Category 3. WAEMU’s CET came into effect January First 2000. Differences in tariffs between these countries were minor, because these same countries belonged to the Communauté Economique de l’Afrique de l’OUEST (CEAO), which had the Community Regional Tax (TCR), the ancestor of the WAEMU CET. WAEMU’s CET has been in place since January First 2000, with 6 of the 8 countries applying it then. The remaining two (Mali and Guinea-Bissau) came into compliance by the beginning of 2003. 

27.  The introduction of the WAEMU CET was aimed at achieving:

· The simplification of customs duties within WAEMU, in the face of a proliferation of duties and taxes, high tariff dispersion and relatively high overall tax levels—which increased the incentive for fraud;

· the opening up of the WAEMU economies to the global economy, as the relatively weak economic might of the WAEMU countries was eventually seen as an obstacle to their development using the more autarkical style of economic management practiced prior;

· the protection of the production sector of the WAEMU economies, providing greater effective protection through low nominal tariffs on inputs;

· the prevention of trade diversion, a danger since the lack of uniform tariffs among the WAEMU member states adversely affected their ability to compete favorably in their own markets, given the possibility for third country exporters to export their products into the WAEMU customs territory through those countries where import duties were lowest, for re-export to those countries with higher import duties [with the attendant problem of verifying the origin of products]. 

28.  The implementation of the CET involves:

· a 10-digit tariff and statistical nomenclature based on the harmonised commodity description and coding system of the World Customs Organisation (WCO);

· the categorisation of products;

· a tariff structure.

29.  It must be recalled that the Annex of Regulation 09/2001/CM/UEMOA of 26th November 2001 adopting the WAEMU Customs Code, details out the following elements of the customs regime: 

· declaration of release for consumption (sale)

· export trade

· road transit of goods

· bonded warehousing 

· temporary admission 

· approved factories

· previous exports

· duty drawback

· temporary imports and exports

· re-export trade

· other authorised regimes.

30.  The WAEMU customs regime is based on the Transit system (whereby Member states are given the free hand to collect their own import duties) and not on free movement of goods on internal trade. Table 5 discusses the advantages and disadvantages of a Transit system versus a system of internal trade based on the free circulation of goods (la libre pratique).

Table 5:    Advantages and Disadvantages of Different Customs Regimes

	Transit
	Free internal trade 

	
	

	Collection of customs duties by the country of final destination
	Collection of customs duties at the first point of entry of all products

	
	

	Increase in internal check points
	Non-existence of check points once goods enter the customs territory

	
	

	Time-saving prospects on arrival of goods at the frontier of the Union
	

	
	

	Opening up of external frontiers
	

	
	

	Possibility for smuggling and fraud
	Problems associated with compensation and the payment of duties collected to the countries of final destination

	
	

	Pre-supposes the coordination of customs services
	Possibilities of double collection of customs duties at the frontier of the countries of final destination

	
	

	Need for suitable equipment (seals) and the effective implementation of the ISRT Convention
	

	
	


Source: the authors.

31. Besides these "classical" disadvantages of the Transit system, problems identified with the implementation of the WAEMU CET include:

· lack of uniform application;

· use of different valuation criteria; 

· lack of adequate knowledge of the rules of origin;

· high potential for exemptions and tax incentives system to distort the implementation of the CET; and

· various obstacles to trade, such as informal road blocks for the purposes of extracting bribes.

32.  The WAEMU CET is in fact comprised of three elements:

1) The customs duty, properly speaking (0%, 5%, 10%, 20%)

2) The statistical tax (1%)

3) The WAEMU Community Solidarity Levy (1%)

33.  The statistical tax is applied to all products entering the WAEMU customs territory from a non-WAEMU country, including those exonerated from customs duties. The WAEMU Community Levy is not applicable to petroleum products, goods in transit (re-shipment), or goods under bonded warehouse arrangements.

34.  In the product definition for WAEMU, the principal criterion for the classification of products into the 4 tariff rate bands (0%, 5%, 10%, 20%) is the degree of transformation or processing of a product, with an acknowledged difficulty in appropriately categorizing products with a dual use as finished goods or as inputs to other products (for example, sugar). Accompanying criteria to the classification of the WAEMU CET refer to the social character of the product, the notion of goods of basic need, and the criterion of equipment or input not capable of being produced by WAEMU member countries in the short- or medium-term.

35.
In English, the four categories are delineated as follows
:

Category 0
Basic social goods based on a restricted list: for public health purposes (medicines; medical rehabilitation equipment, particularly pacemakers and wheel-chairs), or for educational purposes (books, journals);

Category 1
Basic goods, raw materials, capital goods and specific inputs: basic foodstuffs (powdered milk, cereals), raw materials (seeds, breeding animal species, base metal), capital goods (industrial machinery, computers), inputs that cannot be produced locally in the short- to long-term (chemical products, chapters 39 and 40 on plastic and rubber products);

Category 2
inputs and intermediate products: semi-processed products (crude oil, ply wood, paper roll, unbleached fabrics, rolled iron sheets);

Category 3
finished consumer goods ready for consumption.

36.  The WAEMU Common External Tariff also ends up being the applicable customs duty for industrial goods produced in a WAEMU country and exported to another WAEMU country—unless the products are certified as eligible for duty-free treatment as part of the WAEMU internal free trade area.
 The approved industrial products originating from WAEMU can circulate freely among the WAEMU Member states without attracting the WAEMU Common External Tariff, if they are in possession of the new certificates of origin. Originating products are:
· products wholly produced in the Union (animals, vegetable products and mineral products) in their natural or raw state, as well as goods obtained from these products, provided that they represent at least 60% of the total quantity of raw materials used; 

· products that have been produced using imported raw materials which are classified under a different tariff position from that of the product or which received a value-added of at least 30%.

37.  To be exempt from customs duties and levies, originating products must be accompanied by a WAEMU certificate of origin, with the exception of agricultural and livestock products as well as handicrafts. The status of originating products is determined: 

· by the WAEMU Member states in the case of wholly-produced products and products for which there has been a change in tariff position from that of the raw materials used in the production process;

· by the WAEMU Commission (during the three-year transitional period starting from 1st January 2003) in the case of products that have been produced using raw materials which received a value-added of at least 30%.

38.  As of July 30th, 2004, there were a total of 2,239 originating products from 498 approved enterprises (see Table 6).

Table 6
Distribution of approved products and enterprises as of July 30 2004

	
	Number
	Share of total

	
	Approved Entreprises
	Approved products
	Approved enterprises
	Approved products  

	
	
	
	
	

	Benin
	41
	173
	8.2%
	7.7%

	Burkina Faso
	38
	186
	7.6%
	8.3%

	Côte-d'Ivoire
	223
	1,030
	44.8%
	46.0%

	Guinea Bissau
	
	
	
	

	Mali
	39
	182
	7.8%
	8.1%

	Niger
	14
	55
	2.8%
	2.5%

	Senegal
	116
	460
	23.3%
	20.5%

	Togo
	27
	153
	5.4%
	6.8%

	
	
	
	
	

	Total
	498
	2,239
	
	


Source: WAEMU Commission.

Measures Accompanying the WAEMU Common External Tariff

39.  In establishing its customs union, WAEMU foresaw that accompanying measures would be needed to adequately address the realities of changing market circumstances and the interests of local producers. In addition, the accompanying measures offer policy flexibility for making adjustments based on scrutiny of global and local conditions.

40. The establishment of the customs union is contingent on the following accompanying measures:

· institution of a single valuation system;

· utilisation of uniform customs documents;

· application of a harmonised order of procedure;

· establishment of community-wide customs regime;

· setting up uniform rules on the application of penalties for customs violations.

41. The WAEMU CET comprises the following additional tax schedules:

· the Decreasing Protection Tax (Taxe Dégressive de Protection, or TDP)

· the Import Safeguard Tax (Taxe Conjuncturelle à l’Importation, or TCI)

· the framework for the usage of Reference Values (Valeurs de Référence, or VR).

· WAEMU’s Decreasing Protection Tax (TDP)

42.  The WAEMU Decreasing Protection Tax (known by the French acronym, TDP) is a community mechanism that is applied at the national level, in countries where there is need for additional protection for particular products or industries. 

43.  It was initially established to apply during a period of three-and-a-half years, from 1st July 1999 to 31st December 2002, but has been extended beyond the original end-date. In accordance with Regulation 19/2003/CM/UEMOA that replaced Regulation 03/2003/CM/UEMOA, the rates of the DPT were fixed as shown in Table 7: 

Table 7
Rates of the WAEMU Decreasing Protection Tax

Period





Low

High

  from 01/07/1999 to 31/12/1999 


10%

20%
  from 01/01/2000 to 31/12/2000


7.5%

15%
  from 01/01/2001 to 31/12/2001


5%

10%
  from 01/01/2002 to 31/12/2002


2.5%

5%
  with effect from January 1, 2003


2.5%

5%
44.  After having been extended to 31st December 2005, the WAEMU DPT was again extended to 31st December 2006, in accordance with the provisions of Regulation 16/2005/CM/UEMOA. This new arrangement was necessitated by the failure to achieve a level of 25% of total trade taking place between member countries. The total rate of intra-community trade did rise, but only slightly, from 11.35% in 1996 to 15.4% in 2000. As of the end of 2005, the TDP was being applied in Burkina Faso, in Côte d’Ivoire and in Senegal at rates of 5% for the high TDP and 2.5% for the low TDP.
45. The list of products eligible for the DPT is made up of agro-industrial products that attracted additional taxes in the Member states in December 1998. The following are examples of such products:

· Condensed milk

· Refined vegetable oil

· Meat products

· Sugar

· Tomato paste

· Cigarettes

· Washing powder

· Safety matches

· Jute sacks

· Sacks of polypropylene

· Batteries.

46.  The criteria for eligibility are based on the loss of effective protection
, such as:

· if
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VA

Value added in production

CA

Turnover of the firm

CID

Intermediate Domestic Consumption

CIU

Intermediate Consumption imported from WAEMU countries

CIRDM
Intermediate Consumption imported from the rest of world

TPE
Rate of Effective Protection

TPNO
Nominal Rate of Protection of production

TPNU
Nominal Rate of Protection of intermediate consumption imported from WAEMU countries 

TPNRDM
Nominal Rate of Tariff Protection for intermediate consumption imported from rest of world
· WAEMU’s Import Safeguard Tax (TCI)

47.  WAEMU’s Import Safeguard Tax (known by the French acronym, TCI) seeks to serve multiple objectives:

· to provide protection against the effects of world price volatility

· to address the impact of export subsidies by the industrialized countries

· to counter the effects of dumping practiced by exporting countries

· to protect WAEMU industries that are uncompetitive due to high production costs.

48.  Legally, the WAEMU TCI is supposed to be in place until new and improved safeguard and countervailing duty mechanisms consistent with the WTO Agreement on Agriculture are implemented. The WAEMU TCI is applied to agricultural, agro-industrial, livestock and fishing products, with the exception of fish and fish products.  

49.  The application of the WAEMU TCI is triggered by a comparison between the CIF price and the trigger price for the purposes of the TCI. The TCI mechanism cannot be applied alongside usage of WAEMU’s system of reference values (see following section). The WAEMU TCI can, on the other hand, be implemented alongside the WAEMU TDP, if needed.  

50.  The WAEMU TCI is a community-wide mechanism that is applied at the national level, at the rate of 10% of the trigger price for the product ($/ton on the world market), through a regulation issued by the WAEMU Commission specifying the approved products and the corresponding Member states. 

51.  The TCI approval procedure is as follows:

i. the firms in each country submit their dossiers (contents specified through a WAEMU Commission decision) to the national CET management committee;

ii. upon screening, the dossiers that fulfill the conditions are forwarded to the WAEMU Commission by the national committee;

iii. the Commission grants the approval, in consultation with the technical experts of the Member states within the WAEMU CET Management Committee.

52.  The trigger price (Regulation 06/99/CM/UEMOA of 17th September 1999 adopting the mechanism of the WAEMU Import Safeguard Tax, or TCI) is adjusted every six months by the Commission to respond to changes in international prices and domestic production costs. It is fixed based on whether or not the price of the product is guaranteed. Products with guaranteed prices such as rice are weighted by factors of 0.3 and 0.7, which “can be subsequently altered by the Council of Ministers on the recommendation of the Commission, with the view to improving on the competitiveness of the production activities of the Union”:  
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53.  The rate of the TCI is 10% of the figure derived from the trigger price. The duties and taxes (customs duties, statistical tax, WAEMU Community Solidarity Levy) are equally determined on this basis. The Member states can choose to apply an equalisation tax on the products with guaranteed prices, whose trigger price is calculated as follows: 
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Trigger price

GPEU
Guaranteed price European Union

GPUSA
Prix garantis Etats-Unis
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Spot market price
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54.   The basic list of approved products for the WAEMU TCI includes the following:

· meat of bovine animals

· poultry

· condensed milk

· potatoes

· onions

· banana

· maize

· rice

· sorghum

· wheat flour

· crude or refined vegetable oil 

· sugar

· tomato paste

· cigarettes.

55.  The application of the TCI has been problematic, as a result of which the Member states have been unable to use it as an effective safeguard when needed. As of the end of 2005, the TCI was being applied in Côte d’Ivoire (wheat flour, refined vegetable oil, and sugar) in Mali (sugar), and in Senegal (wheat flour, refined vegetable oils, and sugar). 
· WAEMU’s Usage of Reference Values

56.  WAEMU operates a Reference Value (RV) system for certain products where subsidization, dumping or other nefarious practices are taking place that might not permit the customs agents to trust the product manifest (invoice) in regards to the c.i.f. price. In general, the Reference Value determines the price at which the good may enter the WAEMU market, involving a variable levy to bring the product price up to the Reference Value. The customs duty and other charges (VAT) are then applied to the good priced at the Reference Value.

57.  The RV is based on the following provisions of Annex III.2 of the WTO Agreement on Customs Valuation: " Developing countries which currently value goods on the basis of officially established minimum values may wish to make a reservation to enable them to retain such values on a limited and transitional basis under such terms (as established by the WTO Committee on Customs Valuation) and conditions as may be agreed to by the Members.

58.  The RV is applied under the following conditions:

· the values should have been officially fixed before the coming into force of the Agreement, or, at the latest, before 1st January 2000;

· the concerned member state should have made its reservations before the implementation date of the Agreement, and attached thereto the list of products and their values;

· this reservation should have been accepted by the WTO Committee on Customs Valuation, which meets twice a year, in April and October;

· these values can only be applied in accordance with the negotiated terms and conditions adopted by the Committee.

59.  The objectives of the RV are two-fold:

· to combat fraud, particularly false declaration of transaction values;

· to combat unlawful trade practices, particularly dumping and subsidies.

60.  In short, the objective is, "to prevent false declaration of transaction values and unfair competition".
 The WAEMU system of reference values, in order to be in accordance with the terms of the WTO Agreement on Agriculture, must be considered a temporary and transitional measure.

61. The statute provides for the usage of Reference Values for:

· subsidised products or products with guaranteed prices : sugar, rice;

· products subjected to price manipulation: dry cells, cigarettes, matches.

62.  The specific list of products eligible for the WAEMU Reference Value system is established through a decision of the WAEMU Commission. This eligibility is assessed on the basis of the non-cumulative criteria:

· the existence of unfair trade practices

· price manipulation practices.

63. The reference value is fixed through a decision of the WAEMU Commission, on the recommendation of the member states and after consultation with national experts. The price associated with the RV for each commodity is updated every six months by the WAEMU Commission. The Reference Value is applied at the national level on products originating from third countries. 

64.  Owing to the fact that each WAEMU member state is responsible for implementing its Reference Values, several differences have been found to exist among the prices set for the Reference Values of products imported into the Member states that have more or less the same transportation conditions, such as Mali and Burkina Faso, involving the same products from the same countries or indeed the same manufacturers. 

65.  Executive Regulation 04/2002/COM/UEMOA of 11th March 2002 adopting the list of products eligible for reference values in WAEMU Member states, establishes the list (simplified and detailed) of the following products for which reference values have been fixed :  

· milk

· tea

· refined vegetable oil

· milled rice and wheat flour

· sugar

· tomato paste

· noodles, spaghetti, etc.

· alcoholic drinks, cigarettes and matches

· fertilizers

· soap

· dry cells

· second-hand clothes, printed cloth

· exercise books

· roofing sheets, sharp objects, nails, iron, steel

· latex mattresses.

Compensation Measures upon Establishing WAEMU’s Customs Union

66.  In establishing the WAEMU customs union, the internal free trade area was to comprise the total elimination of customs duties on trade between member countries for local origin raw materials (produits du cru) and traditional handicrafts as of July First, 1996 and the progressive reduction and total elimination of duties for approved industrial products as of January First, 2000. Quantitative restrictions on trade between WAEMU member states were also eliminated.

67.  The WAEMU list of approved industrial products, as of December 2005, included 2,250 items produced by 443 firms. In order to soften the revenue losses from the elimination of customs duties on intra-WAEMU trade, a compensation scheme was established.

68.  The WAEMU internal free trade area led to the exoneration of 131 billion CFCA (roughly $200 million) between 1996 and 2004 owing to the exemption from customs duties of over 2,200 approved industrial products originating from other WAEMU member countries. A solidarity-based community compensation fund was put in place, phased out in March 2006, with a value of close to 112 billion FCFA ($186 million), able to cover approximately 85% of customs duty losses.

69.  WAEMU’s Supplementary Act 06/99 of 8th December 1999 establishes the mechanism for calculating the amounts payable to member states as compensation in respect of loss of customs revenue, in the following manner:

· 100 % of loss incurred in 2000, 2001 and 2002

· 80 % for loss incurred in 2003

· 60 % for loss incurred in 2004

· 30 % for loss incurred in 2005.

70.  Compensation paid to member states for losses in customs revenue incurred are shown in Figure 3 peaking in 2002 at nearly 32 billion CFA. From 1998 through 2004, 111.7 billion CFA were paid out to WAEMU member states in compensation.

71.  Table 8 shows that Niger and Mali, both landlocked countries, were the largest recipients of the compensation at about $50 million each over the period. The smallest recipient was the smallest economy, Guinea-Bissau, which also delayed implementing the WAEMU customs union due to political disruption and violence. The largest economy of the WAEMU region, Côte d’Ivoire, was the second-smallest recipient. Côte d’Ivoire is likely the largest contributor to the WAEMU budget, as well, making it analogous in that respect to Nigeria as regards the adoption of the ECOWAS CET. 

72.  No compensation was offered to WAEMU member states for revenue losses incurred in adopting the WAEMU CET, nor is compensation being considered for loss incurred due to establishment of the ECOWAS CET. Nigeria, with one of the greatest revenue losses from adoption of the ECOWAS CET, would essentially be paying itself, if compensation generated from ECOWAS country contributions were being offered under the plan for adoption of the ECOWAS CET.

73.  There is, in addition to these figures, a total of 45 billion fcfa representing arrears for revenue loss payments (as of 10th May 2005) to Member states as follows:

· Benin

2.58 billion

· Burkina

15.4 billion

· Bissau

0.2 billion

· Mali

16.36 billion

· Niger

5.5 billion

· Senegal

4.41 billion

· Togo

0.41 billion
74. The compensations for the WAEMU internal free trade area have represented a small but significant share of tax receipts of the member states (3% of the fiscal receipts of Niger in 2004 and 17% of Togo’s international grant assistance for the same year). The original system for compensation is ending in 2006, to be replaced by projects promoting the “balanced development of the community territory”,
 financed under WAEMU’s regional fund known as FAIR
, to be funded at about 30 billion FCFA annually.
 Beside the FAIR, a regional development fund is envisaged for WAEMU, providing budget support mechanism to member states, with disbursement dependant on each member state’s performance on systemic reform and fiscal transition. The rate of disbursement will be based on the average compensation paid to the Member states over the period 2000 – 2004 for loss of revenue under the WAEMU internal free trade.  

Figure 3: Compensation for Revenue Losses for WAEMU Internal Free Trade Area
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75.  The compensation paid to date would have been greater but for the number of requests for compensation rejected by the Commission, for the following reasons:  

· the submission of such requests after the deadline (debarment);

· differences (particularly those of classification) between the declarations and the certificates of origin;

· tariff positions not consistent with the CET;

· the inability to produce the original copy of the certificate of origin;

· the invalidity of the certificate of origin.

Table 8: Compensation for Revenue Loss Due to WAEMU Internal Free Trade Area (billions of FCFA)

	
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	Total
	Moyenne

	
	
	
	
	
	
	
	
	
	

	Benin
	
	0.28
	0.87
	2.58
	4.16
	1.53
	2.06
	11.47
	2.29

	Burkina Faso
	
	0.58
	4.07
	3.12
	7.05
	0.97
	5.65
	21.45
	4.29

	Côte d’Ivoire
	
	
	0.26
	0.16
	0.20
	0
	0.47
	1.09
	0.20

	Guinea Bissau
	
	
	0
	0.04
	0
	0.09
	0.13
	0.26
	0.05

	Mali
	
	0.85
	1.99
	5.62
	8.89
	5.86
	5.71
	28.92
	5.78

	Niger
	0.98
	2.89
	4.55
	5.00
	7.75
	3.17
	5.27
	29.60
	5.92

	Senegal
	
	1.49
	2.82
	1.52
	2.85
	0.86
	2.96
	12.50
	2.50

	Togo
	
	0.17
	0.76
	0.96
	0.97
	0.94
	2.55
	6.38
	1.28

	
	
	
	
	
	
	
	
	
	

	Total
	0.98
	6.25
	15.33
	18.99
	31.87
	13.44
	24.78
	111.67
	22.33


Source : Accounting Unit of WAEMU.


* Including 7.36 billion FCFA arrears for 2004 in respect of un-notified DUD.
76.  As mentioned, WAEMU completed its process of paying compensation for revenue losses due to establishment of the WAEMU agreed products scheme in March 2006. As for the broader grouping, ECOWAS already operates a compensation scheme for revenue lost on intra-community trade, under the ECOWAS Trade Liberalization Scheme (ETLS). Under this mechanism, the share of the loss incurred by the member country actually compensated for by the ECOWAS Secretariat from the common fund declines each year until an eventual phase-out. Millions of dollars in compensation have been paid under the ETLS to member states able to suitably document and submit for their losses in customs revenue due to eliminating duties on intra-ECOWAS trade in approved industrial items.

77.  There is a formula for distributing the revenue from the statistical tax and the WAEMU community solidarity levy
 each year. The products approved under the internal free trade area are not subject to the CET, but the statistical tax is levied even on products approved under the WAEMU scheme. All other products are subject to all three of the WAEMU CET duties and fees. 

Management Structure of the WAEMU CET

78.  Through mid-2006, the WAEMU CET Management Committee had met a total of 8 times, roughly once a year, tasked with continually monitoring and managing the WAEMU CET as necessary. WAEMU adjusts its CET by issuing a Regulation agreed upon by the WAEMU Council of Ministers. Under the executive authority embodied in WAEMU Regulations, the Regulation automatically comes into effect in all WAEMU countries, without the need for national implementing legislation. ECOWAS Regulations do not have that same status and therefore require national transposition.
79.  In WAEMU, the CET Management Committee sends its decisions to the Committee of Statutory Experts, which vets the decisions taken by the different WAEMU committees (for example on monetary policy, agriculture and other issues) for the WAEMU Council of Ministers. The WAEMU CET Management Committee takes decision by voting, with 5 votes out of the 8 WAEMU members needed for passage.
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80.  WAEMU member states each have two representatives on the WAEMU CET Management Committee, one an expert in customs nomenclature and the CET duty rates, the other an expert in the country’s industrial interests. Figure 4 shows the hierarchy of WAEMU bodies involved in management of the WAEMU CET.

81.  The WAEMU CET Management Committee receives requests for tariff reclassifications from the WAEMU member states. Interested manufacturers or stakeholders requesting a change in a duty rate under the WAEMU CET must submit the request to their national government authorities. 

82. WAEMU’s experience with reclassification requests—that is, when a member state requests a move between the 4 WAEMU CET bands of 0%, 5%, 10% and 20%—is that 95% of the reclassification requests involve:

· A lowering of the duties applicable to inputs, or

· An increase in protection for finished products posing competition for locally produced items.

83.  The additional 5% of requests involve éclatements techniques (technical adjustments), such as creating a tariff line for imported mineral water distinct from the duty line for non-mineral imported water. The WAEMU CET was described by Mr. Guidado Sow, Director of the WAEMU Customs Union, as “a living thing” capable of being modified.

84.  The WAEMU analysis has observed that the member states serve the function of filtering the requests to eliminate the more “fantastical” submissions. He cited one request to tax products related to solar energy production as one that did make it through to the stage of being considered by the WAEMU CET Management Committee that was perhaps in that category.

Conclusions from the Implementation of the WAEMU Customs Union

85.  Overall, the WAEMU customs union has certainly been successful in implementation. Its positive effects should be increasingly felt over time, as the prior existence of the common currency, the West African Franc, somewhat obscured the advent of the WAEMU customs union. For ECOWAS, which does not yet have a common currency, the achievement of the customs union is sparking a catalytic effect in many countries, making citizens  more aware of trading opportunities within West Africa and the follow-on plans for even-closer economic integration.

86.  The WAEMU Commission had set a goal of 25% of intra-WAEMU trade for the year 2005. While this mark was not achieved, the share of total trade conducted between member states rose from 11.35% to 15.4% between 1996 and 2000.
 This ranged from Mali having the highest share of trade with its WAEMU partners to Côte d’Ivoire and Senegal showing only minimal trade within WAEMU (Table 9).
Table 9: Share of Intra-WAEMU Trade by Country (%)

	
	1996
	1997
	1998
	1999
	2000
	2001
	2002
	2003

	Benin
	8.05
	7.90
	8.94
	9.07
	12.50
	13.66
	13.45
	13.13

	Burkina
	18.74
	19.41
	19.93
	21.41
	21.82
	24.08
	23.94
	17.38

	Ivoire
	1.07
	0.84
	0.99
	0.78
	0.86
	0.93
	0.88
	1.43

	Bissau
	2.60
	2.38
	2.57
	3.08
	3.64
	3.14
	15.09
	N.D.

	Mali
	28.68
	34.11
	29.76
	25.65
	32.02
	26.10
	25.45
	26.98

	Niger
	13.01
	14.81
	15.86
	20.43
	22.46
	23.45
	20.47
	22.00

	Senegal
	2.70
	2.53
	2.51
	3.05
	2.77
	2.96
	2.82
	3.74

	Togo
	7.84
	7.77
	8.81
	17.56
	13.42
	8.43
	9.25
	10.03


Source: WAEMU Commission.

87.  According to the WAEMU Commission’s findings, budget revenue did not decrease with implementation by the 8 member states of the WAEMU customs union, even with lower customs tariffs overall being applied under the WAEMU CET than were applied prior by each member state. The change-over to the WAEMU CET was facilitated by the simultaneous institution of accompanying measures, in particular the VAT.
88.  In addition, some firms were able to attain greater sophistication in inserting themselves into the production process. Firms have begun to process iron ore within the region, producing ingots and bars. Firms that have been producing steel-reinforced concrete based on steel bars from outside the region have taken a step upstream and begun to produce the steel bars themselves. 

89.  WAEMU can be credited with preparing its firms for the opening up of the internal free movement of manufactured goods. The number of approved firms and approved products has steadily grown over the past decade (Table 10).
Table 10: WAEMU Approvals for Products and Firms Under WAEMU Internal Free Trade Area

	
	1996
	1997
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	2005

	Approved firms
	120
	208
	244
	275
	381
	419
	469
	505
	506
	551

	Approved products
	427
	966
	948
	1168
	1655
	1845
	2136
	2244
	2247
	2605


Source: WAEMU Commission.

90.  Consumers have seen a far greater variety of products available, with lower prices and greater choice generally agreeable to most consumers. For the sectors where liberalization had the perverse effect of higher prices, the WAEMU Commission suggests that the economic operators accused each other of benefiting at their own expense (Table 11). Perhaps the attitude of the economic operators in these sectors suggests that a greater professionalization and business orientation must be instilled in some areas of the region’s private sector. 

91.  WAEMU organized a conference December 6-8, 2005 in Bamako, Mali to examine the conclusions of a consultant’s report on the impact of implementation of the WAEMU customs union. It can generally be concluded that there has been an increase in producer and consumer welfare, implying an increase in real income in the WAEMU countries due to achievement of the WAEMU customs union.

92.  The WAEMU Commission consultants found that the WAEMU countries’ economies benefited from the simplification and greater stability of customs taxation, and greater openness to international trade with a maximum duty of only 20%. The WAEMU CET, along with the internal free trade area, they found, contributed to an improved economic and business environment in the 8-country region.

Table 11: Price Trends Observed With Adoption of WAEMU Customs Union

  Commodities of WAEMU origin with lower prices


-Cereals 


-Vegetables






-Livestock






 
-Industrial products and construction materials such as cement, steel-reinforced concrete, PVC tubes and piping, and electrical cables

              -Chemical products, including fertilizer, insecticides and glues

  Commodities from outside WAEMU with lower prices


-Used automobiles


-Household electrical appliances


-Motorbikes


-Information and communication technology devices


-Textiles

  Commodities where prices should have fallen, but didn’t

-Coffee extracts

-Soup bouillon

-Beverages and juices

            
-Processed foods

Source: Adapted from WAEMU Commission conference materials. Bamako, Mali. December 2005.

93.  The fiscal receipts of certain WAEMU Member states also stabilised or even increased, with a fiscal transition involving reduction of customs duties versus increases in internal taxes, particularly VAT and excise duties. Exemptions from customs duty and VAT, as well as systemic difficulties in properly applying tariffs and taxes, continue to create distortions. 

94.  WAEMU considers adoption of the WAEMU CET to have been a success, although the national CET committees have been somewhat dysfunctional in terms of addressing irregularities and monitoring application. The WAEMU Commission's solution is to reinforce the capacity of the national CET committees.
95.  WAEMU will consider a caisse commune for customs revenues, so countries will send all their customs revenue to the WAEMU Commission, with the money to be distributed afterwards according to an agreed formula. This could be a major step towards a better-functioning system, and perhaps, greater adherence to established customs procedures, both for extra-regional imports and intra-regional trade

96.  Two trade policy measures may be put in place soon--1) WAEMU is considering establishing a specific duty (as opposed to ad valorem) for poultry products (chicken legs and thighs); and 2) WAEMU is considering a specific duty on palm oil imports from Malaysia. In both areas, WAEMU considers that the prevailing protection (maximum 20% customs duty) has been insufficient to discourage imports that are considered to have been damaging to local industries.
97.  The WAEMU Commission noted that establishment of the WAEMU CET did not eliminate other tariff and non-tariff barriers that continue to hamper trade within WAEMU. Remaining tariff-related barriers include the fee charged for national certificates of conformity, the duties assessed for inspection companies and taxes related to the transshipment of merchandise. 

98.  In West Africa, technical barriers to trade often include physical barriers represented by fixed or mobile control inspectors by any of four types of authorities: customs service inspectors, national-level police, local police (gendarmerie), water and forest authorities, and others. These barriers lead directly to illegal taxation.

99.  The main non-tariff barriers are:

· those linked to the operations of the transport networks, such as the Convention on Inter-state Road Transit (ISRT), the cost and difficulty of  customs escort convoys that cause delays, excessive checks (road blocks), the collection of unauthorised levies, the scattering of check points along the borders as well as long, complex and sometimes irrational customs and administrative formalities and procedures;

· the operations of inspection and surveillance companies;

· standards and other technical requirements; 

· differences in the interpretation and application of community regulations.

100.  These measures contribute to a decreased economic efficiency in the operation of the WAEMU customs union, lessening the gains from cooperation.

101.  The following have been identified as measures for the removal of these obstacles to trade:

· the replacement of the eight national customs territories with a single customs territory ;

· the harmonisation and reduction of customs duties in all eight WAEMU Member states;

· the simplification, rationalisation and stabilisation of the customs duties;

· a more harmonious and effective opening-up of WAEMU Member states to the world market,

· adoption of a new tariff nomenclature, along with a more-appropriate categorisation of products, which will boost production potential in combination with revisions to WAEMU’s accompanying measures such as the TDP and TCI. 

102.  As part of efforts to improve matters, WAEMU and ECOWAS have set up a joint regional transportation and road transit facilitation programme for West Africa, which aims at reducing the cost of goods transport. The programme consists of the following activities: 

· construction of joint customs service posts alongside each other (for example, in going between Ghana and Burkina Faso);

· establishment of an observatory to track irregularities in interstate road transport (number of check points, time spent during inspections, time spent traveling across the country, number of lawful and unlawful levies at the frontiers, nature and methods of inspection);

· the simplification and harmonisation of procedures and documents;

· the establishment of the advance cargo information system based on the UNCTAD Advance Cargo Information System (ACIS).

103.  WAEMU is pushing its member states to adopt la libre pratique, i.e. the free movement of goods within a customs union once the duty is initially paid on the good’s entry into the customs union territory. Often, customs duties are assessed twice on a product coming from outside WAEMU and moving from one country to another within the WAEMU customs union. In the conference materials from December 2005, the WAEMU Commission rightly pointed out that the lack of la libre pratique leads to increased prices and encourages fraud. 

104.  The WAEMU Commission’s study noted an immediate consequence of establishment of the WAEMU customs union was that the local private sector firms could no longer hide behind the monopolistic rents long ago established in the partitioning-off of the regional economy into national economies. The WAEMU countries still face the need to restructure and adapt the national manufacturing base. To this end, the WAEMU Degressive Protection Tax was designed to protect industries in difficult circumstances from the immediate effects of competition, but those same industries may require additional attention henceforth.

The ECOWAS Common External Tariff

105.  The ECOWAS countries have been engaged in efforts at regional integration among themselves essentially since the wave of independence from the 1950s (Ghana, Guinea), 1960s (Benin, Burkina Faso, Côte d’Ivoire, The Gambia, Mali, Niger, Nigeria, Senegal, Sierra Leone and Togo) and 1970s (Cape Verde, Guinea-Bissau).

106.  Overcoming the long division along linguistic lines has heretofore proven impossible. Trade between ECOWAS countries has not shown a clear growth path since the mid-1990s, at least in terms of a share of total trade. Typically, a larger share of ECOWAS countries’ exports are destined to non-member countries than to their ECOWAS trading partners (Tables 12 and 13).

107.  The non-WAEMU countries of ECOWAS began a process in 2002 to fulfill the three requirements of the mandate from the ECOWAS Heads of State, namely that each country undertake an impact study, a national workshop to ensure public dialogue, and to submit a national position. The 5 countries most involved completed the three requirements by the end of 2005 (see Table 1 in the Introduction).

Table 12: ECOWAS Exports and Imports as a % of GDP
	
	1996
	1997
	1998
	1999
	2000
	2001
	

	Exportation
	
	
	
	
	
	
	

	Bénin
	11.78
	17.17
	9.96
	8.71
	8.34
	7.72
	

	Burkina
	7.12
	7.42
	10.41
	10.73
	7.40
	6.94
	

	Cap Vert
	2.69
	3.08
	2.38
	2.61
	2.58
	4.80
	

	Côte d'Ivoire
	35.39
	35.44
	34.48
	34.35
	33.23
	33.60
	

	Gambie
	7.84
	4.55
	7.71
	7.91
	6.59
	2.11
	

	Ghana
	36.35
	23.72
	26.73
	25.52
	17.27
	34.09
	

	Guinée
	16.80
	16.77
	17.73
	16.65
	19.58
	24.91
	

	Guinée Bissau
	6.05
	7.54
	23.87
	23.38
	27.78
	27.69
	

	Liberia
	343.41
	196.08
	181.96
	113.39
	24.69
	24.89
	

	Mali
	16.16
	22.34
	21.94
	21.20
	21.54
	22.46
	

	Niger
	12.36
	11.76
	11.29
	9.43
	12.10
	8.83
	

	Nigeria
	26.97
	25.34
	15.90
	42.44
	56.20
	35.10
	

	Sénégal
	18.47
	16.28
	17.50
	17.26
	15.85
	17.01
	

	Sierra Leone
	1.99
	1.62
	0.88
	0.54
	1.90
	2.59
	

	Togo
	16.38
	15.75
	18.38
	15.65
	15.90
	17.74
	

	Total Export
	26.11
	24.59
	20.54
	32.58
	40.58
	30.10
	

	
	
	
	
	
	
	
	

	Importation
	
	
	
	
	
	
	

	Benin
	25.19
	27.94
	27.48
	34.93
	24.04
	25.35
	

	Burkina Faso
	18.91
	20.68
	25.16
	21.94
	22.33
	22.27
	

	Cape Verde
	48.35
	51.27
	50.27
	56.64
	54.58
	40.14
	

	Côte d'Ivoire
	23.29
	23.54
	23.46
	23.06
	23.44
	23.48
	

	The Gambia
	72.56
	52.79
	71.98
	56.28
	56.47
	41.00
	

	Ghana
	36.08
	48.33
	46.32
	40.90
	24.41
	59.73
	

	Guinea
	15.45
	14.72
	16.33
	15.25
	16.86
	20.83
	

	Guinée Bissau
	22.68
	22.26
	42.37
	42.71
	26.44
	27.25
	

	Liberia
	271.65
	142.81
	122.02
	86.39
	38.89
	35.47
	

	Mali
	29.71
	29.49
	30.15
	30.71
	32.15
	32.90
	

	Niger
	16.32
	18.01
	19.85
	17.74
	17.99
	18.59
	

	Nigeria
	12.62
	14.45
	13.34
	11.51
	12.09
	15.69
	

	Senegal
	28.64
	27.68
	33.09
	33.99
	35.53
	37.46
	

	Sierra Leone
	21.00
	12.85
	14.36
	11.41
	21.57
	43.81
	

	Togo
	27.76
	24.96
	28.84
	22.49
	40.24
	28.63
	

	Total import
	20.15
	21.84
	22.43
	20.65
	18.38
	22.62
	


108.  At the 29th Summit of the ECOWAS Heads of State and Government held on 12th January, 2006 in Niamey, a decision was taken implementing the ECOWAS CET with effect from 1st January 2006. It was decided that the period January 1, 2006 to December 31, 2007 would serve as a transitional period for the implementation of the ECOWAS CET, leading to its coming into full effect from January 1, 2008. 

109.  The ECOWAS Common External Tariff will place all imported goods into 4 tariff bands (0%, 5%, 10%, 20%) based on degree of progressing and other considerations. Essentially, the WAEMU CET, with the same 4 bands, is being extended to the other ECOWAS countries. Some of the ECOWAS member states not belonging to WAEMU have been operating much-higher applied duties, even at or above 100% in some cases. Nigeria, in fact, has been operating outright import prohibitions on dozens of products—in direct violation of its WTO and ECOWAS agreements.

Table 13: ECOWAS Intra-Trade

	
	1996
	1997
	1998
	1999
	2000
	2001
	

	Exportation
	
	
	
	
	
	
	

	Benin
	4.98
	2.70
	4.74
	5.29
	9.57
	16.19
	

	Burkina
	24.14
	19.64
	18.32
	24.81
	20.12
	21.51
	

	Cape Verde
	
	21.43
	18.18
	16.6
	
	3.70
	

	Côte d'Ivoire
	19.09
	20.33
	22.46
	21.04
	25.89
	24.61
	

	The Gambia
	14.81
	6.67
	7.41
	7.41
	9.52
	14.29
	

	Ghana
	3.61
	6.67
	6.96
	7.94
	8.27
	5.31
	

	Guinea
	0.91
	1.84
	1.04
	0.65
	0.31
	0.39
	

	Guinea Bissau
	37.50
	33.33
	18.37
	21.15
	17.74
	1.46
	

	Liberia
	3.13
	4.50
	4.08
	4.95
	5.00
	5.51
	

	Mali
	63.13
	74.45
	67.85
	19.26
	20.74
	20.30
	

	Niger
	33.79
	28.65
	31.55
	34.52
	46.56
	51.30
	

	Nigeria
	6.28
	7.25
	7.06
	6.49
	5.09
	4.60
	

	Senegal
	22.86
	23.91
	24.14
	21.49
	24.39
	25.26
	

	Sierra Leone
	47.37
	42.86
	33.33
	33.33
	50.00
	7.60
	

	Togo
	7.95
	8.05
	9.85
	1.39
	34.90
	58.18
	

	Total Export
	10.86
	12.66
	14.59
	10.08
	8.40
	9.25
	

	Importation
	
	
	
	
	
	
	

	Benin
	13.08
	12.13
	11.25
	23.50
	20.85
	23.46
	

	Burkina
	26.41
	26.07
	24.80
	25.00
	29.49
	27.54
	

	Cape Verde
	2.14
	3.00
	3.45
	3.46
	1.29
	1.33
	

	Côte d'Ivoire
	21.20
	17.34
	12.60
	15.98
	28.67
	20.67
	

	The Gambia
	11.20
	9.77
	7.94
	7.81
	6.67
	11.03
	

	Ghana
	5.07
	11.08
	12.13
	15.12
	17.79
	17.81
	

	Guinea
	19.93
	8.73
	7.42
	8.99
	19.93
	19.60
	

	Guinea Bissau
	20.00
	22.58
	16.09
	16.84
	15.25
	14.52
	

	Liberia
	5.93
	6.18
	6.52
	6.25
	4.50
	3.31
	

	Mali
	34.47
	37.33
	34.24
	28.17
	35.11
	28.21
	

	Niger
	25.26
	26.53
	26.24
	30.70
	35.23
	34.26
	

	Nigeria
	2.13
	2.19
	1.99
	2.04
	2.22
	5.09
	

	Senegal
	8.47
	9.93
	8.73
	10.42
	21.80
	13.43
	

	Sierra Leone
	10.45
	18.92
	15.31
	25.40
	26.98
	24.23
	

	Togo
	15.56
	20.32
	17.91
	7.84
	57.65
	10.14
	

	Total import
	11.25
	10.93
	10.54
	12.44
	16.79
	13.61
	


110. This basic tariff structure and the classification of products into these categories take into account a number of important regional objectives, which include:

· Protecting the health of the population

· Protecting the environment

· Developing local production through increased value added

· Maintaining customs receipts as an important source of fiscal revenue.

111.  During the transition period, harmonization will take place on the roughly 1,900 exceptions signaled by ECOWAS member states. There are two types of exceptions, namely Type A and Type B exceptions. Type A exceptions concern products whose rates differ from the CET rates but for which member states have decided to align with the CET rates by the end of the transitional period, i.e. December 31, 2007. Type B exceptions concern products whose rates differ from the CET rates and for which Member States have decided to go into negotiations to change the CET rate. 

112.  The Type A and Type B exceptions lists of the non-WAEMU countries adopting the CET were “consolidated” (bound) by the ECOWAS heads of state and council of ministers meeting in Niamey, Niger in January 2006. This means that a ceiling was to be set on countries’ duty rates during the transition period through the end of 2007. The national exceptions lists submitted by 5 countries (The Gambia, Ghana, Guinea, Nigeria and Sierra Leone) were frozen as well. Further details of these exceptions lists and the negotiation of the final duty rates can be found in the section on “Management of the ECOWAS CET” and also in Annex 2.

113.  Tasked with striking the appropriate balance between the objectives of the CET and of the regional common agricultural policy (ECOWAP), adopted by the ECOWAS Heads of State and Government in January 2005, the ECOWAS Executive Secretariat conducted a thorough review of the duty rates applicable to agriculture, fishing and forestry. During 2006, ECOWAS will propose a package of final duty rates (for HS Chapters 1-24 and 52) for member states to consider, with the following characteristics: 

· Reclassification under 0% duty category of the CET on all agricultural seed imports, reproductive animals, and inputs and equipment used in farming, fishing and forestry;

· Reclassification in category 3 (20%) of the CET for food or agro-industrial imports that compete with West African production.  

114.  As for the remaining two ECOWAS members (Cape Verde and Liberia), the door remains open for them to follow the same path towards the ECOWAS CET as the other countries, essentially meeting the three milestones in Table 1 (conduct of national impact study, holding of national stakeholder consultation workshop, submission of national negotiating position). Both Cape Verde and Liberia have created a national CET coordinating committee and are therefore ready to begin the process of considering how to reconcile objectives such as collection of public revenue, food security, and provision of incentives to production in determining the national plan for alignment with the ECOWAS CET.

Measures Accompanying the ECOWAS Common External Tariff

115.  In addition to the duty rates proposed under the Common External Tariff, the Executive Secretariat is proposing the adoption of three accompanying measures aimed at providing protection to the agricultural and industrial sectors, which may face strong competition from imports with the introduction of the CET. 

116.  While these accompanying measures may be applied to any product meeting the eligibility criteria, their genesis emerged from the initiative to develop a common agricultural policy for ECOWAS. One of the primary conclusions was that the ECOWAS countries lacked sufficient market management tools. The proposed framework for addressing these needs is summarized in Table 14. 

Table 14: Proposed Accompanying Measures to the ECOWAS CET

	Measure
	Objective
	Criteria for Application
	Level of Application
	Duration of Application
	Level of Duties
	Body Responsible for Determination, Application, Review, and Dismantling

	Decreasing Protection Tax
	Industrial and agricultural protection
	Decrease in protection due to advent of CET and evidence of injury to ECOWAS producers
	National
	10 years, to be phased out
	To be negotiated.  Maximum EDPT=20%
	Member state CET committee

	Safeguard Mechanism (ESM)
	Combat price variability and import surges
	Sharp decrease in import prices (price trigger) or increase in imports (volume trigger)
	National
	6 months (renewable)
	50% of amount of price reduction on imports, or 20% of percentage surge in import volume, whichever is higher
	Member state CET committee

	Countervailing Duty
	Counteract developed country subsidies
	Proof of existence of subsidies
	ECOWAS-wide
	1 year (renewable)
	10%, 20%, 30%, depending on level of foreign subsidy as measured by the PSE
	ECOWAS Exec. Secretariat with assistance from UEMOA Commission.

CET Committee


Source: ECOWAS Executive Secretariat.

117.  The ECOWAS Safeguard Mechanism (ESM) is a temporary additional tax on imports originating from outside ECOWAS designed to protect local production from world price volatility and import surges. The ESM will involve price and volume triggers for its application and be dismantled when market conditions return to normal.

118.  The Decreasing Protection Tax (EDPT) is a temporary safeguard measure to be applied to products where the application of the moderate level of protection available under the ECOWAS Common External Tariff may lead to imports causing serious injury or threatening serious injury to local production. It is applied to the c.i.f. price of the imported product alongside the customs duty and other applicable fees and taxes.

119. The ECOWAS Countervailing Duty (ECVD) is a transparent mechanism for addressing the deleterious impacts of high levels of domestic support and export subsidies by its WTO partners on world market prices. The ECOWAS Countervailing Duty will be imposed if a finding is made that the developed countries’ subsidies constitute an “unfair” practice.

120.  There are some notable differences between the WAEMU and ECOWAS accompanying measures, in particular as regards the scope and ease of functioning. Table 15 and Figure 5 illustrate these issues in greater detail. 

Table 15: Comparison of WAEMU versus ECOWAS Accompanying Measures

	
	Safeguard for infant industries
	Safeguard against import surges
	Countervailing Duty

	WAEMU
	TDP
	TCI
	TCI

	ECOWAS
	TDP
	Safeguard Mechanism
	Countervailing Duty


Source: the authors.

Figure 5: Scope of Application of ECOWAS CET Accompanying Measures

[image: image10]Source: AIRD.

121.  The accompanying measures described here are in the process of being formulated by ECOWAS and are working proposals only. Further details are provided in Annex 3.

Management Structure for the ECOWAS Common External Tariff

122.  The ECOWAS Council of Ministers, meeting in Niger in January 2006, created the ECOWAS Common External Tariff Management Committee, comprised of representatives of the 15 member states, to handle all matters relating to the management and monitoring of the ECOWAS CET. The committee will also conduct negotiations on the Type B exceptions. Figure 6 shows the relationship between the CET Management Committee and other administrative bodies. 

123.  While the newly created ECOWAS CET Management Committee has responsibility for management and oversight of the ECOWAS CET, the WAEMU CET Management Committee will not be disbanded, but will continue to exist, expanded to include the other 7 countries that are members of WAEMU. As can be seen in Figure 6, the WAEMU Commission is represented at the core of the ECOWAS CET management structure, in the CET Management Unit (or “Cellule TEC,” as it is called in French).
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124.  The joint ECOWAS-WAEMU Roadmap to the ECOWAS CET lays out a schedule of meetings during 2006 for the ECOWAS CET Management Committee to negotiate the Type B exceptions and arrive at the final CET duty rates. The ECOWAS Customs & Trade Commission ruled in May 2005 that the Type B exceptions will be handled as reclassifications only, meaning they will have to be slotted into one of the 4 bands. During negotiations, compromises on the 50% duty exceptions proposed by Nigeria may go beyond just reclassification, and may necessitate the creation of a new tariff band. See description of the exceptions list in Annex 2.

125.  The ECOWAS Secretariat, with help from AIRD, is working on the ECOWAS Secretariat proposal on the final CET schedule, all 5,500 or so tariff lines. The ECOWAS CET Management Committee will determine the final CET duty rates on Type B exceptions by majority vote (9 member states out of 15). The WAEMU countries will not submit exceptions lists, meaning the present WAEMU CET will remain in effect for their countries through the end of 2007.

126.  Once beyond the transition period, the ECOWAS CET Management Committee will meet at least once a year to consider reclassifications, to review the functioning of the ECOWAS CET and accompanying measures, and to review the findings of the teams tasked with monitoring the CET. The CET Management Committee will necessarily be a focal point for capacity building of national CET experts on such topics as the sharing of statistics, methodologies for calculating and analyzing the impact of adopting the CET on customs revenue, the impact of tightening up exemptions, and methods for harmonization on bilateral free trade agreements and export processing zones.

Other Areas of Harmonization Related to the ECOWAS CET

127.  During the transition period, harmonization will advance in several related areas, including bilateral trade agreements, export processing zones and statutory and hoc exemptions. The harmonization is expected to be completed by December 2007, thus paving the way for the début of the ECOWAS Customs Union on January 1, 2008. 

· Bilateral Trade Agreements

128.  Favorable access granted under bilateral trade agreements between an ECOWAS member country and a third country (or non-ECOWAS member country) could conceivably compromise the benefits of the customs union for the partner ECOWAS countries. The ECOWAS countries have begun documenting and analyzing their bilateral trade agreements with non-ECOWAS countries. The harmonization process will be simplified by progress made to date by the WAEMU countries in this area. 

129.  Article 84 of the WAEMU treaty stipulates that the countries will practice a common commercial policy, with the WAEMU Commission empowered to negotiate on behalf of its members.
 Thus, upon adoption of the WAEMU CET, all bilateral trade agreements with non-WAEMU countries signed previously by WAEMU member states became defunct (caducs). 

130.  The WAEMU countries have taken at least 6 decisions giving the WAEMU Commission the mandate to open negotiations, including possible trade agreements with Egypt, Lebanon and Algeria. The WAEMU CET is generally so low (maximum 20%), that WAEMU has found it difficult to convince other countries to lower their much-higher tariffs—an interesting paradox.

131.  By the end of 2005, the sole agreement concluded by the WAEMU Commission under this authority was a Trade and Investment Framework Agreement (TIFA) with the United States. The TIFA contains no tariff concessions or other elements impeding the WAEMU CET or the ECOWAS CET. In July 2000, the WAEMU countries gave the WAEMU Commission the mandate to negotiate, on behalf of its member countries acting in common, the Economic Partnership Agreement between West Africa and the European Union.

132.  Negotiation of bilateral agreements between WAEMU as a bloc and Algeria, Egypt, Lebanon, Morocco and Tunisia on a bilateral basis has also been approved. The draft accords with Egypt and Tunisia would provide for a 50% tariff reduction on a limited list of products, but excluding, among other products, those on the WAEMU list of approved industrial products.

133.  WAEMU’s economic operators would seem to have an effective voice with their government representatives, registering their concerns regarding unfair competition from the Magreb countries granting excessive subsidies and other considerations to their exporters. One WAEMU Commission official noted that when other countries or trading partners learn that WAEMU’s top tariff is only 20%, “there isn’t much to negotiate away.”

134.  Article 84 of the Revised ECOWAS Treaty on “Agreements concluded by Member states” stipulates that the member states must “eliminate incompatibility” and “adopt a common position.” The first step toward harmonizing across countries is to detail the specifics of each bilateral agreement. The texts of bilateral trade agreements with non-ECOWAS states are to be communicated to the Executive Secretariat (Revised ECOWAS Treaty Article 84, paragraph 1 and Article 43, paragraph 3).
 Also in Article 43: “In no case shall tariff concessions granted to a third country by a Member State be more favourable than those applicable under this Treaty.” With assistance from the ECOWAS Executive Secretariat, the CET Management Committee can set about harmonizing the bilateral trade agreements, eliminating any incompatibilities and working towards common positions. 

· Export Processing Zones

135.  Some ECOWAS member states have established free trade zones or export processing zones, under which producers can import inputs without having to pay customs duties, on condition that the finished products are re-exported. These schemes are referred to in Article 47 of the Revised ECOWAS Treaty on “drawback.”  While similar to “temporary admission” or “bonded warehouse” schemes to be reported under “exemptions,” special export zones often involve concessional customs treatment on a broader range of imported goods, for example goods related to the operation of the enterprise, rather than specifically in the manufacturing of the good.
  Companies operating in special export zones also often receive special tax breaks, beyond the reduction or elimination of customs duties. 

136.  When the ECOWAS customs union becomes operational, the re-export of goods produced in special export zones must be destined to countries outside of the community since products manufactured under this regime cannot be considered as originating from the community. Goods produced in the free zone are not eligible for the ECOWAS Trade Liberalization Scheme (ETLS). In some countries, existing zones permit firms to sell a certain percentage (30%, for example) of their output to the domestic market. Such local sales percentages will have to be harmonized (or more likely eliminated) in order to adequately reflect the treaty obligations.

137.  The first step toward harmonizing across countries is to detail the specifics of each special export zone. The harmonization of rules can facilitate the proper functioning of these regimes. Another element, common customs documents, used ECOWAS-wide, would improve certainty for investors, knowing that producers in EPZs can import inputs without having to pay customs duties, on condition that the finished products are re-exported outside ECOWAS.

· Goods Exempted from Customs Duties

138.  The topic of statutory and ad hoc exemptions from customs duties is increasingly prominent around the world, gaining the attention of the IMF and the World Customs Organization, for many reasons. Substantial slippage can be observed in the application of exemptions, increasing the need for higher tariffs overall. A better effective collection rate can offset tariff reductions for certain social goods. In every country, each exemption has its own history. The advent of the ECOWAS CET offers an opportunity to review national rules, once again benefiting from the prior experience of the WAEMU countries in this area.

139.  The WAEMU countries are in the middle of an initiative to examine and clean up their statutory exemptions, which can amount to a large share of their national revenue (30% for Guinea-Bissau, 10% for Mali, and 7% for Côte d'Ivoire). A WAEMU conference on exemptions was held in December 2003 and an IMF workshop in Benin in November 2005. In December 2005, at least 5 WAEMU member states made submissions to the WAEMU Commission detailing their analysis of their national regime of exemptions and exonerations.  This is very encouraging for making progress on exemptions one day at the ECOWAS level. 

140.  Receiving states generally exempt the goods necessary for the externally-financed projects, gifts and assistance and for non-governmental organizations. WAEMU has a list of permitted exemptions, as in Table 16.
141.  The WAEMU Commission notes the “exorbitant advantages (of an exemption) over the common regime of duty.” This can lead to fraudulent activity and informal transactions. In the absence of rigorous statistical coordination, countries find it difficult to quantify the loss in customs revenue due to different types of exemptions. Exemptions from customs duty affect not only the collection of border taxes. The proper assessment of the WAEMU common Value-Added Tax also depends on the proper application of national policies on customs exemptions.
Table 16: WAEMU’s Typology of Customs Exemptions

	Type of exemption
	Coverage

	
	

	Diplomatic and related privileges 
	Diplomatic privileges

Technical assistance 

International and regional organisations

	
	

	Movement of property and personal

effects 
	Movement of property

Personal effects

	
	

	Investment incentives
	Code of investment

Mining code and other sectorial codes

Government-regulated companies

Uranium tax regime

	
	

	External funding
	External funding

	
	

	Gifts and aid
	Gifts to social projects and development

associations 

Gifts to the Red Cross

Social and cultural gifts

Gifts and aid to the State and its agencies

	
	

	NGO
	

	
	

	Exceptional exemptions 
	Legislative-backed beneficiaries

	
	


142.  The WAEMU Commission calls for:

· Defining common principles, and 

· Improving management and control of exemptions.

143.  WAEMU has developed a draft act on exemptions relating to three areas: restrictions on the field of application of exemptions and exonerations, mechanisms for management and control of exemptions, and proposed common modalities for management and control of exemptions within WAEMU.

144.
In the coordination meetings of the non-WAEMU countries to date, the working list of permissible categories of exemptions from customs duty—and thus from the ECOWAS CET, has been as follows:

· Diplomatic exemptions

· Government imports

· Concession under investment codes

· Temporary admission, duty drawback, or bonded warehouses for inputs 
· Treatment of goods imported under donor-funded programs or by NGOs

· Gifts and food aid.

145.  Once officials from the WAEMU Commission and the ECOWAS Secretariat are able to explain their goals and experiences to each other within the CET Management Unit and then interact with the member states in the CET Management Committee, arriving at a harmonized definition of permitted exemptions could be relatively easy to achieve. West African countries can make use of the external lever presented by the advent of the ECOWAS CET to sort out decades of poorly enforced concessions made by previous (or current) governments. Many of the concessions were originally intended to be temporary, but have remained on the books.

146.  Any regional agreement on harmonizing customs exemptions should include a vigorous examination at the national level—for presentation and explanation at the regional level—of the range of exemptions being granted, for example under an investment code. Analysis of the effective rate of duty collection for specific tariff lines can reveal anomalies between actual duty paid and what might be collected if the terms of the statutory exemptions were rigorously applied. Tighter customs administration can reduce barriers to importing legitimately under exemptions.

147.  For rice, the stickiest product for the ECOWAS countries to resolve in terms of the CET, in some countries only half of the imported volumes are paying the customs duty. The remainder enters under official or unofficial exemptions. How does this high degree of slippage in customs administration of rice imports affect the determination of the proper rate of duty to apply under the CET for rice?

Monitoring of the WAEMU Common External Tariff

148.  WAEMU conducted CET monitoring missions in each of the first three years of its existence, with the most recent in February 2004. WAEMU sent on each mission a customs expert and a statistics expert to meet with the national government and economic operators. WAEMU sent the conclusions of its monitoring missions on application of the WAEMU CET to the World Bank and the IMF.

149.  In WAEMU’s experience in monitoring its CET, the most fruitful parts of the activity revolved around ensuring the proper application of the nomenclature. Their monitoring missions found examples of countries not respecting the nomenclature, creating tariff lines that were not in conformity with the WAEMU nomenclature, and non-respect of the product categorization (assessing a product at the 20% rate, rather than the 10% rate, for example). Occasionally, according to countries’ needs, new taxes were being applied. The monitoring missions found that WAEMU member states were not always up-to-date on the adjustments made to the WAEMU CET over time by the WAEMU CET Management Committee.

150.  One technique was to assess the application of the WAEMU CET in the port itself, finding that often the national government had passed the necessary acte d’application at the Finance Ministry but that the necessary Circular to the Customs Service had not been issued or was not being applied. This phenomenon was described as a “mask” being put over the process, such that the country’s administration for all intents and purposes had taken the necessary steps, but a disconnect along the way meant that the proper duty was not being assessed at the port. 

151.  WAEMU found that, for monitoring conducted during 2004, the country with the greatest number of tariff lines not in conformity with the WAEMU CET had only 10 tariff lines—out of roughly 5,500—that were not in conformity. Evidently, this assessment did not take into account the “masking” phenomenon. 

152.  The World Bank and the International Monetary Fund could play a useful role in drawing conclusions from the reporting of the ECOWAS monitoring missions. Such bodies could also help provide direction on reliable collection of monitorable variables and the building of capacity to perform monitoring by the ECOWAS structures.

Monitoring of the ECOWAS Common External Tariff

153.  An ongoing activity for the ECOWAS Secretariat and the WAEMU Commission will be working with the member state national CET committees to carry out national CET monitoring plans. For those countries (The Gambia, Ghana, Guinea, Nigeria, Sierra Leone) which began applying the ECOWAS CET in 2005 and 2006, ECOWAS is already launching the initial aspects of its CET monitoring plan. 

154. The draft ECOWAS Monitoring Plan lays out clear objectives for the activity:

i. to ensure that the CET is effectively implemented;

ii. to enable the ECOWAS CET Management Committee to keep track of the harmonization process and to make necessary interventions;

iii. to permit the national CET Experts to share experiences and information, thus strengthening the process of implementation; 

iv. to furnish stakeholders and the broader public with regular information on progress towards the ECOWAS Customs Union;

v. to build local capacity to monitor CET implementation. 

155.  Three aspects emerge as necessary for effective monitoring: in-country investigation, including input by stakeholders; regular reporting on compliance, irregularities and steps taken to improve enforcement; and public review of the findings. 

156.  Monitoring activities must be designed to feed information to the ECOWAS CET Monitoring Committee, which will in turn recommend remedial steps in its annual reporting. 

157.  Each ECOWAS country will prepare and legislate a national monitoring and evaluation plan for the effective implementation of the CET. Legislation in member states will provide a legal basis for national application—and recourse through national means in case on non-compliance.
 National Coordinating Committees on the adoption of the CET are charged with the responsibility of formulating the national monitoring plan in consultation with stakeholders. The ECOWAS Monitoring Plan on the Adoption of the CET will form the basis for the preparation of the national plans. 

158.  The plan calls for country missions by ECOWAS Secretariat staff to the member states to be undertaken in each year of the transition period to assess the existing situation and to provide the national CET committees with the necessary technical support. The country missions will also enable the visiting teams to hold discussions with the key stakeholders in each country and serve as a rallying point to focus attention on the ECOWAS Customs Union. 

159.  The missions will involve in-country investigations to examine CET implementation through verification exercises at the ports of entry (road, marine, air cargo terminals) and informal visits to shops selling imported goods. Meetings with different stakeholders such as members of the private sector, civil society and donors will be held to get their input. 

160.  The national coordinating committees and the outside monitoring missions will assess the progress of CET implementation and monitor irregularities, exemptions and questionable practices. Some of the tools for monitoring progress on the CET are shown in the tables in Annex 4, offering an indication of the input data that will be collected and updated every year.

161.  Based on the annual national reports and the findings of the in-country monitoring missions, the ECOWAS Executive Secretariat will prepare an annual ECOWAS Monitoring Report on Implementation of the Common External Tariff. The report will summarize activities by all actors, including the ECOWAS Executive Secretariat, the WAEMU Commission, the national coordinating committees, and programs funded by the bilateral and multilateral donors. The ECOWAS report will have a common reporting format to the national-level reports to ensure consistency among member states. The CET Management Committee will review the ex-post follow-up on the findings of the monitoring reporting, to see if the identified additional steps needed to improve CET compliance have been taken.

General Conclusions

162.  West Africa is engaged in a deep and wide economic integration. National governments and economic stakeholders are facing up to, and taking, tough decisions. Two regional organizations, one of whose membership (WAEMU) is a subset of the other (ECOWAS) are taking the path of working together and putting aside squabbling over diplomatic procedures and protocol in order to get the job done. The ECOWAS Common External Tariff is a clear statement that the ECOWAS countries are taking giant steps towards the goal of regional integration.

163.  Major obstacles to achieving a functioning customs union include: 
· the low level of economic and social development of the ECOWAS countries, as all are considered least-developed countries except for Côte d’Ivoire and Nigeria;

· the low level of intra-community trade, with the countries essentially exporters of primary agricultural, mining and petroleum commodities to destinations outside the region;

· weak institutional capacity and poor governance;

· the preponderant role of customs duties in the public finance of these countries, although this has been changing in recent years.
164.  In order for the ECOWAS economic and monetary union to work effectively, there is the need to harmonize not only the rate of customs duties, but the rates of all forms of taxation and to simplify the rate classes and the criteria for application.
 For the ECOWAS CET to be most effective, the member countries must make substantial progress on their internal free trade area. The lack of free movement of goods within a less-than-perfect customs union is ultimately harmful to local consumers and reduces the efficiency gains from the internal free trade area.

165.  The CET can be seen as an external lever to improve the competitiveness of national producers too long partitioned off from the regional market as a whole. If the sensitization campaign associated with the ECOWAS CET is successful, there may be a markedly positive effect, as a vigorous embrace of ECOWAS or WAEMU can energize a nation’s entrepreneurial spirit.

166.  Beyond the explicit trade policy mechanisms embodied by the CET and its accompanying measures, a number of more general measures need to be reinforced, such as the acceleration in the procedures for clearing goods through customs, development of systems for regional trade information, the interconnection of the national customs services, and effective surveillance of the diligence of implementation of the appropriate customs-related rules and fees. These types of improvements in the name of trade facilitation will reduce West Africa’s high transaction costs. 

167.  Ultimately, the CET can be an engine for growth in the ECOWAS countries, but success will require hands-on involvement to reform existing systems and organize them around participation in the regional activities. A major priority must be to set up the member states’ communications and information systems to provide greater public information on the ECOWAS Common External Tariff and the possibilities for trade. 
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ANNEXES

ANNEX 1

· Information on the Harmonization of the VAT

Table A-1: VAT and Predecessor Taxes in 4 Francophone African Countries

ANNE

	
	
	
	
	
	

	
	Benin
	
	
	Burkina Faso
	

	
	Pre-VAT
	VAT (1991)
	
	Pre-VAT
	VAT (1993)

	Type
	Turnover taxes. A general tax, an import tax (a sales tax in addition to customs duty), a tourism tax, other indirect taxes
	Invoice credit VAT
	
	Turnover tax
	Invoice credit VAT

	
	
	
	
	
	

	Rates 
	25% general rate on value added in production, 29% on services, other rates
	18%
	
	Three rates
	18%

	
	
	
	
	
	

	Base
	Many exemptions (including retail and capital goods)
	All activities
	
	Many exemptions (including retail and capital goods)
	All activities

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	Guinea
	
	
	Togo
	

	
	Pre-VAT
	VAT (1996)
	
	Pre-VAT
	VAT (1995)

	Type
	Turnover taxes on production, services and imports
	Invoice credit VAT
	
	Turnover taxes
	Invoice credit VAT

	
	
	
	
	
	

	Rates
	Several
	18%
	
	5%, 14%, 30%
	18%

	
	
	
	
	
	

	Base
	Many exemptions (including retail trade)
	All activities
	
	Not available
	Not available


Source: International Monetary Fund, The Modern VAT. (2001) pages 56-57. Adapted by the authors.
Table A-2:
Scope of Application of the VAT

	
	Benin
	Burkina Faso
	Ivory Coast
	Mali
	Niger
	Senegal
	Togo

	
	
	
	
	
	
	
	

	Single Rate
	18%
	18%
	18%
	18%
	19%
	18%
	18%

	
	

	Areas of application
	Sale of goods and provision of services

	
	
	
	
	
	
	
	

	List of medicines exempted
	Yes
	No
	No
	No
	No
	Yes
	No

	
	
	
	
	
	
	
	

	Exemptions other than those provided for by Directive 02/98
	None
	Exemption provided for within the framework of the investment code
	Exemption provided for under big infrastructural works
	None
	Investment Code
	Exemption of inputs meant for free zones, and essential food products 
	Export processing zones

	
	
	
	
	
	
	
	

	Application to the agricultural sector
	Partial application. No options.
	Exemption of unprocessed products. Options available.
	Not applicable. However, options available for certain activities.
	No.

No options.
	No,

No options.
	Exemption of the agricultural sector. Options available for certain activities.
	Exemption of unprocessed products. Imports taxed.

	
	
	
	
	
	
	
	

	Application to the transport sector
	Applied to the transportation of goods.
	Yes, except rail transport and transportation of goods to other countries. 
	Yes, for certain categories of specialised transportation
	Yes, for enterprises whose turnover exceed the tax threshold
	No, the transport sector is exempted
	Applicable to the transport of goods. No options. 
	Applicable to corporate bodies

	
	
	
	
	
	
	
	


Source: WAEMU Commission. Adapted by the authors.

ANNEX 2

· Information on the Member States Exceptions Lists

Out of the 5,500 or so tariff lines in the ECOWAS CET, ECOWAS member states have signaled roughly 1,900 different items as national exceptions. Type A exceptions are those tariff lines for which an adopting country requests a phase-in period before aligning with the ECOWAS CET. Type B exceptions are those tariff lines for which an adopting country requests negotiation on the final common CET duty rate. 

Under the implementation plan agreed upon by the ECOWAS heads of state on January 12th, 2006, in Niamey, Niger, all Type A and Type B exceptions are to be aligned by the end of 2007. 

As in Table A-3, all the member states concerned have proposed both type A and type B exceptions, but the focus here is mainly on the type B exceptions. 

Table A-3: Table Recapitulating the Exceptions of Member States to the CET

	
	Category (customs duty)
	Total

	
	0 (0%)
	1 (5%)
	2 (10%
	3 (20%)
	

	
	A
	B
	A
	B
	A
	B
	A
	B
	A
	B
	Total

	
	
	
	
	
	
	
	
	
	
	
	

	Gambia
	8
	
	31
	6
	6
	4
	18
	3
	63
	13
	76

	Ghana
	3
	11
	202
	31
	36
	27
	46
	29
	287
	98
	385

	Guinea
	2
	
	58
	5
	90
	7
	52
	13
	202
	25
	227

	Nigeria
	-
	-
	-
	-
	-
	-
	-
	-
	802
	304
	1106

	Sierra Leone
	
	
	22
	
	12
	1
	74
	
	108
	1
	109

	
	
	
	
	
	
	
	
	
	
	
	

	Total
	13
	11
	313
	42
	144
	39
	98
	45
	1463
	441
	1904


Prepared with assistance by Mr. Awudu Ahmed Gumah.

The Gambia has requested 13 type B exceptions made up primarily of raw materials and agricultural inputs. Of these 13, the Gambia is requesting 0% duty for 6 products belonging to category 1 in the CET; 0% for 3 products in category 2; 5% for 1 product in category 2; 5% for 1 product in category 3; and 10% for 2 products in category 3.

Ghana has requested a total of 98 type B exceptions, comprised mainly of agricultural products (such as fish), raw materials and inputs (such as fertilizers and other chemicals), pharmaceutical products and automobiles. Relative to the CET rates, Ghana is generally requesting lower tariffs than under the WAEMU CET for fish and agricultural inputs such as fertilizers, other chemicals and automobiles, and higher tariffs for cereals and pharmaceutical products.

Guinea has proposed a list of 25 type B exceptions made up of agricultural inputs such as chemicals, fishing nets, hand tools and dairy machines as well as exercise books and other educational materials. Guinea is requesting a duty of 0% for all of these exceptions, involving 13 products in category 3 of the CET, 7 products in category 2 and 5 products in category 1.

Nigeria, with more than half the regional GDP and population, intends to operate 30% and 50% duties on its Type A exceptions list, but asserts that it will align with the negotiated ECOWAS CET by the end of 2007. Besides 802 Type A exceptions, Nigeria declared a total of 304 type B exceptions, principally agricultural products (cash crops), inputs (seeds and fertilizers) and equipment (machinery and tools); pharmaceutical products; tobacco; printing machines and equipment; timber and wood products; plastic and rubber articles; iron and steel products; and Completely Knocked Down (CKD) motor vehicles and refrigerators/freezers. Nigeria is requesting a higher duty of 50% for the stipulated cash crops, seeds, tobacco, tires, iron and steel products, some refrigerators, generators, and motor vehicles, in order to support domestic industry and production. Nigeria is also requesting: a relatively lower rate of 5% for juice concentrates and pharmaceutical products in order to encourage local industry; a relatively lower rate of 2.5% for agricultural inputs, machinery and equipment in support of agriculture; relatively higher rates of 20% and 50% for plastic and rubber articles to support domestic production; and a higher rate of 20% for timber and wood products.  

Sierra Leone has proposed rice as its sole type B exception. Under the CET, rice attracts an import duty of 10%, but Sierra Leone is requesting its upward adjustment to 18% in order to protect local production. 

Negotiations on member states’ exceptions lists will proceed during the course of 2006, under the auspices of the ECOWAS CET Management Committee.

ANNEX 3

· Additional Information on the Proposed ECOWAS Accompanying Measures

ECOWAS Safeguard Mechanism (ESM)

The proposed ECOWAS Safeguard Mechanism (ESM) is a temporary additional tax on imports originating from outside ECOWAS designed to protect local production from world price volatility and import surges.  

The ECOWAS ESM will involve price and volume triggers for its application.  The price trigger will be a decrease in the c.i.f. unit value of imports of a given product in a given six-month period by more than 20% of the average c.i.f. unit value for the corresponding six-month period one year earlier. The volume trigger will be an increase in the volume of imports of a given product in a given six-month period by more than 50% of the average volume in the previous six months.  The rate of additional duty under the ECOWAS ESM will be 50% of the amount of price reduction on imports, or 20% of the percentage surge in import volume, whichever is higher. This additional duty will be assessed as a percentage of the c.i.f. unit value of the imported product, alongside the relevant customs duty and other applicable fees and taxes (Statistical Fee, ECOWAS Community Levy, Value Added Tax, excise taxes, etc).  This mechanism will include a transparent procedure of investigation, determination, review, and notification by the national government to the CET Management Committee.  Upon application by the national government, the ECOWAS CET Management Committee will make a finding as to whether the price trigger and/or volume triggers have been breached. 

The ESM will be applied to imports from all non-ECOWAS trading partners for a period of no longer than 180 days, unless the price and/or volume triggers continue to be met in each subsequent six-month period. ECOWAS considers the ESM to be a provisional measure.

ECOWAS will notify its Safeguard Mechanism laws, regulations, and administrative procedures, and any changes thereto, to other WTO members and the relevant WTO Committee.

ECOWAS Decreasing Protection Tax (EDPT)

The proposed Decreasing Protection Tax (EDPT) is a temporary safeguard measure to be applied to products where the application of the moderate level of protection available under the ECOWAS Common External Tariff may lead to imports causing serious injury or threatening serious injury to local production. It is applied to the c.i.f. price of the imported product alongside the customs duty and other applicable fees and taxes.

The ECOWAS DPT will be assessed on a country-by-country basis.  National governments will submit their requests for the EDPT to the ECOWAS CET Management Committee for a final determination if the ECOWAS DPT is to be applied.  The EDPT will be dismantled over a period of ten years, beginning January 1, 2008, with the final establishment of the ECOWAS Common External Tariff, and ending December 31, 2017, when the rate of the EDPT will be zero.  

The specific rates for the EDPT will be negotiated.  The maximum starting rate for the ECOWAS EDPT should be no more than the reduction of the customs duty attendant on the application of the CET, or 20%, whichever is lower The EDPT will be progressively reduced to equal zero at the beginning of 2018.  

The ECOWAS DPT will only apply to imports entering ECOWAS customs territory from a non-ECOWAS member country. It will not apply to trade in products originating within ECOWAS.

The mechanism will include a transparent procedure of investigation, determination, review, and notification for the ECOWAS DPT under the responsibility of the ECOWAS CET Management Committee. ECOWAS will notify its Decreasing Protection Tax laws, regulations, and administrative procedures, and any changes thereto, to other WTO members and the relevant WTO Committee.

ECOWAS Countervailing Duty (ECVD)

The proposed ECOWAS Countervailing Duty (ECVD) is a transparent mechanism for addressing the deleterious impacts of high levels of domestic support and export subsidies by its WTO partners, primarily the developed countries of the Organization for Economic Cooperation and Development (OECD), on world market prices. The ECOWAS Countervailing Duty will be imposed if a finding is made that the developed countries’ subsidies constitute an “unfair” practice.

The ECOWAS CET Management Committee will examine the evidence of subsidy practices by its WTO partners and determine whether appropriate remedial action is advisable. One readily-available indicator is the Producer Subsidy Equivalent (PSE), calculated by the 32-country Organization for Economic Cooperation and Development (OECD), and averaged across member country for each commodity. The PSE is a measure of the degree of domestic support given by government to producers, via border protection (tariffs) or direct subsidies to agricultural activities.

If, after considering the information on foreign subsidy practices, the ECOWAS CET Management Committee determines that commodity prices are adversely affected, then the decision can be taken to apply the ECOWAS Countervailing Duty (ECVD) in that particular product area.  Application of the ECVD will involve a finding of an "unfair" practice and will be applied to all non-ECOWAS trading partners. It will be reviewed on an annual basis by the ECOWAS CET Management Committee.

As shown in the following Table A-4, a Low ECVD of 10% ad valorem will be imposed for product areas where the average OECD PSE is 15% or greater, but less than 30%. A Mid ECVD of 20% will be imposed for product areas where the average OECD PSE is 30% or greater, but less than 45%.  Finally, a High ECVD of 30% will be imposed where the average OECD PSE is 45% or greater.  This is roughly consistent with the relationship between the level of the PSE and the impact of the subsidies and other forms of support that it measures on world market prices.  The ECOWAS Countervailing Duty will be added to the c.i.f. price of the imported product, alongside the customs duty and other applicable fees and taxes.

Table A-4: Potential Criteria for Applying ECOWAS Countervailing Duty (ECVD)

	
	If the average OECD product PSE is:
	Then the ECVD will be:

	Low ECVD
	Greater than or equal to 15% but less than 30%
	10%

	Mid ECVD
	Greater than or equal to 30% but less than 45%
	20%

	High ECVD
	Greater than or equal to 45%
	30%


The ECOWAS Countervailing Duty will apply to all the member states of ECOWAS, since all face the same world market price distortions. The ECVD will be put in place for a period of one year and may be renewed for subsequent one-year periods so long as the subsidy practices continue. 

The mechanism will include a transparent procedure of investigation, determination, review, and notification for the ECOWAS Countervailing Duty under the responsibility of the ECOWAS CET Management Committee. ECOWAS will base the usage of the Countervailing Duty on application of the WTO Agreement on Subsidies and Countervailing Measures (SCM). ECOWAS will notify its Countervailing Duty laws, regulations, and administrative procedures, and any changes thereto, to other WTO members and the relevant WTO Committee.

ANNEX 4

· Information on CET Monitoring

Based on the annual national reports and the findings of the in-country monitoring missions, the proposed plan for monitoring of the ECOWAS CET will involve the ECOWAS Executive Secretariat preparing an annual “ECOWAS Monitoring Report on Implementation of the Common External Tariff.” The report will summarize activities by all actors, including the ECOWAS Executive Secretariat, the WAEMU Commission, the national coordinating committees, and programs funded by the bilateral and multilateral donors. The ECOWAS report will have a common reporting format to the national-level reports to ensure consistency among member states. 

Tools for Monitoring Progress on the CET

As part of the monitoring work, the following tables will be used to provide comparison across countries and to focus the work of the national CET coordinating committees and the Monitoring Sub-Group to be set up by the ECOWAS CET Management Committee. The information in the tables will appear in the ECOWAS Executive Secretariat’s CET monitoring reporting. Completion of the tables will be verified during country missions. However, their completion will be an ongoing process in member states with oversight by the National Coordinating Committees on the adoption of the CET. Table A-5 is an evaluation of systems necessary for the implementation of the CET in member states.

Table A-5: Table of Progress towards CET Milestones

	
	CET in budget 

(a)
	Government circular on the CET sent to Customs Service--CET legislation           (b)
	ECOWAS CET available in electronic form       

          (c)
	National review of policies on exemptions, EPZs, bilateral trade agreements            (d)

	Benin
	
	
	
	

	Burkina Faso
	
	
	
	

	Cape Verde
	
	
	
	

	Côte d’Ivoire
	
	
	
	

	The Gambia
	
	
	
	

	Ghana
	
	
	
	

	Guinea
	
	
	
	

	Guinea-Bissau
	
	
	
	

	Liberia
	
	
	
	

	Mali
	
	
	
	

	Niger
	
	
	
	

	Nigeria
	
	
	
	

	Senegal
	
	
	
	

	Sierra Leone
	
	
	
	

	Togo
	
	
	
	


(a) “CET in Budget” refers to inclusion of the new applicable duty rates in member states’ annual budget presented by the respective finance ministries.

(b) “CET legislation” refers to the “circular” that a particular country’s finance ministry sends to the customs service, notifying it of the new applicable duty rates. 

(c) “ECOWAS CET available in electronic form” refers to availability of CET duty rates on the Internet.

(d) “National review of policies on exemptions, EPZs, bilateral trade agreements” refers to the country outlining its specific exemptions to the applicable duty rates as approved by member states.
Table A-6 will be completed by the national customs service in member states. Each customs service will designate an official to be in charge of this table to ensure the availability of the required customs statistics and completion of the table. The national CET Monitoring Committee will assess its completion and provide capacity building in order to complete the table, as well as Table A-7. Local consulting firms may be engaged to work in conjunction with the customs service to compile the required customs statistics.

Table A-6: Monitoring CET Implementation: Irregularities, Exemptions and Questions

	
	Number of tariff lines out of conformity with the CET
	Value and share of imports for tariff lines out of conformity with the CET 
	Value and share of imports entering under exemptions or bilateral agreements
	Implementation questions

	Benin
	
	
	
	

	Burkina Faso
	
	
	
	

	Cape Verde
	
	
	
	

	Côte d’Ivoire
	
	
	
	

	The Gambia
	
	
	
	

	Ghana
	
	
	
	

	Guinea
	
	
	
	

	Guinea-Bissau
	
	
	
	

	Liberia
	
	
	
	

	Mali
	
	
	
	

	Niger
	
	
	
	

	Nigeria
	
	
	
	

	Senegal
	
	
	
	

	Sierra Leone
	
	
	
	

	Togo
	
	
	
	


Table A-7: Public Sensitization on the CET Implementation

	
	Number of national public sensitization actions
	Nature of public sensitization action 
	Public sensitization target group

	Benin
	
	
	

	Burkina Faso
	
	
	

	Cape Verde
	
	
	

	Côte d’Ivoire
	
	
	

	The Gambia
	
	
	

	Ghana
	
	
	

	Guinea
	
	
	

	Guinea-Bissau
	
	
	

	Liberia
	
	
	

	Mali
	
	
	

	Niger
	
	
	

	Nigeria
	
	
	

	Senegal
	
	
	

	Sierra Leone
	
	
	

	Togo
	
	
	


Indicators for Measuring Progress

The following indicators may be used to assess the progress or lack of progress of the implementation of the national plans for CET monitoring:

i. Annual ECOWAS Monitoring Report on CET Implementation completed

ii. Number of annual national reports submitted

iii. Number of country missions undertaken per year

iv. Number of regional meetings of CET Experts held per year

v. Number of coordination and public sensitization actions carried out by ECOWAS, WAEMU and the national committees per year 

Table A-8 is a summary of the indicators potentially to be used to assess the progress of CET implementation. It is to be completed annually by the ECOWAS Executive Secretariat and included in the annual ECOWAS Monitoring Report on Implementation of the CET.

Table A-8: Indicators for CET Monitoring: Check List

	Indicator
	Progress

	Annual ECOWAS Monitoring Report completed
	

	Number of annual national reports submitted
	

	Number of country missions undertaken 
	

	Participation in ECOWAS CET Management Committee meetings 
	

	Number of public sensitization actions  
	


Other aspects discussed have included the retraining of customs officials, the designation of an Ombudsman to resolve issues of proper application, launching of a hotline for importers to report irregularities, and even the possibility of sanctions for non-compliance. Technical assistance and capacity building on the formulation of the national monitoring plans could be provided to prepare the national CET committees for the country missions by the outside monitoring mission.

The monitoring program must be cost-effective, transparent and operate as an agent for change. Data analysis and the sharing of information on the CET by the national CET committees will no doubt prove to be important elements of successful monitoring, with the ultimate goal being the automated exchange of import data and customs receipts within the Regional Trade Information System on a monthly basis. 

The success of the CET harmonization process will depend in large measure on the level of cooperation and collaboration between the ECOWAS Executive Secretariat and the WAEMU Commission. The experience of the WAEMU Commission in implementing and monitoring the WAEMU Common External Tariff can inform the strategy undertaken by ECOWAS to implement and monitor the ECOWAS CET. Regular coordination meetings between ECOWAS Executive Secretariat and the WAEMU Commission (as part of the CET Management Unit, or Cellule TEC) should address CET implementation and monitoring towards the achievement of this objective.
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Le Groupe de recherche en économie appliquée et théorique (GREAT) est une organisation scientifique sans appartenance partisane, regroupant des hommes et des femmes qui oeuvrent pour le développement et la promotion des sciences économique et sociale au service de l'humanité. En publiant sa revue trimestrielle “Les GREAT Cahiers ”, il entend:

· développer la recherche et la capacité de recherche des chercheurs

· promouvoir la compétitivité et l'excellence

· susciter des débats féconds dans le milieu intellectuel pour promouvoir la créativité

· permettre aux jeunes talents d'émerger et de faire école

· aider à l'application de la science et de la technique au développement économique et social.

Les articles à publier doivent être en rapport avec la problématique du développement. Ce sont:

· les  travaux originaux

· les résultats d'études ou d'enquêtes de terrain

· les commentaires d'articles déjà parus avec référence complète

· les comptes rendus de conférences ou séminaires

· les communications faites en conférence, séminaire et autre forum

· les propositions de recherche
Les articles soumis à “Les GREAT Cahiers ” pour publication peuvent être soit acceptés, soit refusés, soit retournés aux auteurs pour révision. GREAT se réserve le droit d'apporter des modifications de forme sans rien changer au fond sauf après consultation et accord des auteurs.
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� Benin, Burkina Faso, Côte d’Ivoire, Guinea-Bissau, Mali, Niger, Senegal, Togo.


� The non-WAEMU ECOWAS countries are Cape Verde, The Gambia, Ghana, Guinea, Liberia, Nigeria and Sierra Leone.


� The 5 countries presently adopting the ECOWAS CET, in addition to the 7 WAEMU countries, are The Gambia, Ghana, Guinea, Nigeria and Sierra Leone. Cape Verde and Liberia are presently much further back in the process, but could follow the same steps towards adherence within 2-3 years.


�  In WAEMU, the French text is definitive (as below). One of the tasks for the ECOWAS CET is to agree upon both the English and the French versions of the product categorization. 


Ainsi, les 4 catégories retenues sont:


Cat.0 (biens sociaux essentiels relevant d'une liste limitative): pour des raisons de santé publique (médicaments), de politique éducative (livres, journaux), des appareils de rééducation (stimulateurs cardiaques, chaises roulantes ;)


Cat.1 (biens de première nécessité, matières premières de base, biens d'équipements, intrants spécifiques): première nécessité (lait en poudre, céréales), matières premières (semences, reproducteurs, métaux bruts), équipement (machines industrielles, ordinateurs), intrants non susceptibles d'être produits à court ou moyen terme (produits chimiques, chapitres 39 et 40 des secteurs plastique et caoutchouc);


Cat.2 (intrants et produits intermédiaires): produits ayant subi un début de transformation et nécessitant un apprêt (huile brute, contreplaqué, papier rouleau, tissu écru, métal rouleau) ;


Cat.3 (biens de consommation finale).


� The system is one of approved products from approved enterprises.


� WAEMU Supplementary Protocol III/2001, which came into effect on 1st January 2001.


� For a fuller explanation of the parameters expressed in the WAEMU formula, please consult the appropriate text on the DPT or contact the authors of this study.


� Article 2 of Regulation 04/99/CM/UEMOA of 25th March 1999, establishing the system for fixing the customs value, known as Reference Value within WAEMU. Given the new system of accompanying measures (2 safeguard measures and 1 countervailing duty measure) being proposed by ECOWAS as part of the ECOWAS CET, the need for the WAEMU countries to continue usage of the Reference Value system will be under discussion.


�  Article 4.


� Known in French as « projets de développement équilibré du territoire communautaire".


� The French acroynym FAIR stands for Fonds d'appui à 'intégration régionale or fund for support to regional integration.


� Funds that were to have been disbursed through WAEMU’s FAIR were used to pay compensation to member states for revenue losses due to adoption of the WAEMU internal free trade area. The funds borrowed from the FAIR budget are to be reimbursed through 2008 – 2009.


� Known in French as the Prélèvement Communautaire de Solidarité (PCS).


� WAEMU Commission. Conference materials. Bamako, Mali. December 2005.


� The predominance of Nigerian petroleum exports weighs heavily in any analysis of overall trade.


� Much like under Article 113 of the 1957 Treaty of Rome establishing the European Economic Community.


� The EPA with the EU countries includes all of the ECOWAS countries plus Mauritania (an ECOWAS member until the end of 1999).


� Few if any ECOWAS member states have completed this requirement.


� Schemes include temporary admission for inward processing, duty drawback, manufacturing under bond, customs warehouses, EPZs, temporary admission for re-exportation in the same state, customs warehousing and transit.


� ECOWAS has a long way to go before member states, firms and individuals can seek redress, in national courts and the ECOWAS Court of Justice, for national non-application of region-wide measures, as can be done in the European Union.


� Moving from a single rate of VAT, as under WAEMU, to a multi-rate VAT, could in some circumstances be consistent with a simplification or at least harmonization of taxation.
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