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Abstract

In 2009, four countries of the Eastern and Southern Africa (ESA) region (Madagascar, Mauritius, Seychelles
and Zimbabwe) concluded an interim Economic Partnership Agreement (EPA) with the EU. Comoros signed
the agreement in July 2017. The interim EPA proved quite successful, although it has become obvious that
the expectations and knowledge about the interim EPA differ significantly between stakeholders. The legal
provisions of the interim EPA additionally include a ‘Rendez-vous clause’, which was used in 2019 to start the
so-called "deepening" process following request of the ESA side.

The Sustainability Impact Assessment (SIA) of the deepened EU-ESA5 EPA has been prepared in four phases
and been accompanied by a sophisticated consultation and dissemination process. The different reports of the
SIA conclude with a set of policy recommendations on different levels respectively. Regarding implementation,
the private sector and potential new investors should be involved more closely in the trade negotiations and
social partners.

The report also concludes that capacity building is critical. ESA5 countries need better coordination of capacity
building activities to improve the visibility and flow of information. It has also become clear that good legal
institutions can be created only by the ESA countries themselves, with the help of the EU, but not initiated by
the EU.
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1. Introduction

In 2007, six countries of the Eastern and Southern Africa (ESA) region (Comoros, Madagascar, Mauritius,
Seychelles, Zambia and Zimbabwe) concluded an interim Economic Partnership Agreement (EPA) with the
EU. In 2009, four countries (Madagascar, Mauritius, Seychelles and Zimbabwe) (ESA4) signed the agreement,
which has been provisionally applied for these countries since 14 May 2012. Mauritius and Seychelles started
liberalising tariffs on the European Union (EU) imports in 2013, and Madagascar and Zimbabwe started
liberalising in 2016 and 2017 respectively. The interim EPA foresees consecutive rounds of liberalisation over
10 years and the tariff liberalisation process should conclude in 2022. Comoros signed the agreement in July
2017 and ratified it in January 2019, with entry into force in February 2019.

The legal provisions of the interim EPA additionally include a ‘Rendez-vous clause’ (Article 53 of the EPA) to
keep the possibility of further negotiating other trade-related areas such as rules and commitments on services
and investment, technical barriers to trade and sanitary and phytosanitary measures, sustainable
development, intellectual property rights and competition. In 2017, the four states that had signed the EU-ESA
interim EPA requested the EU to start discussing the possible extension of the interim EPA beyond the
currently covered market access for goods and development cooperation. The aim was to include new trade-
related areas and rules as provided for in the rendezvous clause (the so-called "deepening" process).

The Sustainability Impact Assessment (SIA) of the deepened EU-ESAS EPA has been prepared in four
phases. Phase | consists of an Inception Report?, in which the Team gave an overview about the ESA
countries, the interim EPA, the challenges of deepening the EPA and the methodology. We also identified the
five sectors for the case studies. Phase Il was dedicated to a mini ex-post evaluation, three deliverables of the
SIA itself and two case studies.? In Phase Ill we have prepared three more deliverables and the final three
case studies.® The SlA is concluded with Phase IV, which is dedicated to the Final Report including a summary
of stakeholder consultations, a chapter on methodology, the key resources and this synthesis.

In this synthesis, we present the results of the ex-post evaluation in Chapter 2. Next, we briefly describe scope
and state of the EPA negotiations in Chapter 3, before we discuss the results of the SIA deliverables and the
case studies in Chapter 4. Chapter 5 is dedicated to policy recommendations.

2. The Interim EPA and its Consequence

The interim EPA between the EU and the five ESA partners (ESA5) has been in place for almost a decade
now. It includes the following chapters: abolition of EU duties and quotas for imports from these countries;
gradually opening EU exports to these countries; a protocol on rules of origin (RoOs); provisions on fisheries
and trade defence; commitments to cooperate on technical barriers to trade, and standards on animal and
plant health; rules and commitments on development cooperation; and mechanism for settling disputes.

The interim EPA has several distinct objectives as mentioned in the agreement (Article 2):

e Contributing to the reduction and eventual eradication of poverty;

" Inception Report. http.//research-sia-esa.eu/wp-content/uploads/2020/10/SIA-in-support-of-negotiations-with-ESA5_Final-inception-
report.pdf

2 Mini Ex Post Evaluation and case studies - http.//research-sia-esa.eu/en/reports/

3 Phase Ill reports - http://research-sia-esa.eu/en/reports/



http://research-sia-esa.eu/wp-content/uploads/2020/10/SIA-in-support-of-negotiations-with-ESA5_Final-inception-report.pdf
http://research-sia-esa.eu/wp-content/uploads/2020/10/SIA-in-support-of-negotiations-with-ESA5_Final-inception-report.pdf
http://research-sia-esa.eu/en/reports/
http://research-sia-esa.eu/en/reports/
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e Promoting regional integration, economic cooperation and good governance in the ESA region;

e Promoting the gradual integration of the ESA region into the world economy, in conformity with its
political choices and development priorities;

e Fostering the structural adjustment of the ESA economies and diversification including value addition;
e Improving the ESA region’s capacity in trade policy and trade related issues;

e Establishing and implementing an effective, predictable and transparent regional regulatory framework
for trade and investment in the ESA region, thus supporting the conditions for increasing investment
and private sector initiative and enhancing supply capacity, competitiveness and economic growth;
and

e Strengthening the existing relations between the Parties based on solidarity and mutual interest.

The current interim EPA offers duty-free quota access for good imports from ESA States originating in those
countries as of January 1st, 2008. In turn, subscribing ESA countries had to liberalize their markets to EU
originating imports in line with individual schedules annexed to the interim EPA. However, each of the ESA
countries decided to exclude some EU imports from liberalization. The impact of the interim EPA has been
analyzed in Phase Il within an Ex-Post Evaluation, that shows moderate successes, which will be briefly
presented in this chapter.

2.1 Implementation and Awareness of the Interim EPA

Almost all exports of originating goods from Madagascar and Mauritius enter the EU market free of duty and
about 97 per cent of originating goods from Seychelles and 96 per cent of Zimbabwe’s originating exports
enter the EU market free of duties. Utilisation rates for EU goods entering the markets of Madagascar,
Mauritius, Seychelles and Zimbabwe are currently rather low.

The stakeholder consultation shows that civil society in Madagascar and Seychelles has low levels of
awareness of the interim EPA whereas in Mauritius and Zimbabwe it has high levels of awareness. Civil Society
Organisations (CSO) who have higher than average levels of awareness displayed the following
characteristics: (1) they work on socio-economic development issues, (2) they were members of Civil Society
networks who have played a critical role in raising awareness and building the capacity of their members in
research and advocacy on trade and trade-related policies and negotiations, and (3) They are networked with
relevant Government Ministries, Departments and Agencies.

2.2 Impact Analysis

2.2.1 Rules of Origin

The overall framework governing RoO is based on product-specific rules of origin (PSROs), these being wholly
obtained rules, an ad valorem percentage rule, based on maximum amounts of non-originating materials,
change of tariff classification rules and specific working or processing requirements. The ESA4 countries make
significant use of the EPA preferences made available to them by the EU. The preference utilisation rates
(PUR) are close to 100 per cent.

Several challenges remain to be addressed for rules of origin to further benefit the majority of ESAS5
stakeholders: further simplification of RoOs, measures for capacity building in RoOs for the private sector,
closer alignment of the development and trade components of the EPA; and involvement of the private sector
and potential new investors in trade negotiations, to the extent possible.

10
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2.2.2 Analysis of Trade Flows

The analysis of trade flows the authors of this study have conducted accounts for the fact that individual partner
countries’ tariff liberalisation processes started at different points in time. Mauritius and Seychelles started
liberalising in 2013, and Madagascar and Zimbabwe in 2016 and 2017 respectively.

ESA4 countries’ goods exports to the EU followed different trends in the period 2009 to 2019 including the
period that followed 2012. Exports from Madagascar to the EU show an upward trend following the year 2012.
Goods exports from Seychelles remained relatively stable, while exports from Mauritius and Zimbabwe slightly
declined. ESA4 countries’ goods imports from the EU follow different trends for the period 2009 to 2019.
Diverging trends also emerge for the period that followed the elimination of import tariffs by ESA4 countries.
Total EU goods exports to Madagascar and Mauritius significantly increased after the beginning of the tariff
liberalisation process. Total EU goods exports to the Seychelles and Zimbabwe remained largely unchanged
after 2013 and 2017 respectively. EU27-ESA4 investment stocks have increased significantly.

2.2.3 Economic Impacts

The European Commission’s Directorate-General (DG) Trade undertook a set of modelling exercises based
on a computable general equilibrium (CGE) model (for Madagascar, Mauritius and Zimbabwe) and a partial
equilibrium (PE) model (for Seychelles; due to data limitations). Both models indicate that ESA4 countries
benefit from the EPA with the EU in terms of higher trade volumes. Increased specialisation and improvements
in the international division of labour cause a reallocation of domestic productive resources (labour and capital)
to more productive uses, which causes domestic production to rise in ESA4 countries, reflected by increases
in these countries’ real gross domestic product (GDP) (with EU GDP remaining largely unchanged). With an
EPA, EU total exports to Madagascar, Mauritius and Zimbabwe are estimated to be 30% higher, 32% higher
and 8% higher respectively. The PE model results indicate that the EPA contributes to rising EU exports to
Seychelles. Madagascar’s exports to the EU would largely remain unchanged in absence of the EPA. Total
EU imports from Madagascar are estimated to be 2% higher with the EPA. By contrast, EU imports from
Mauritius are estimated to be 93% higher and imports from Zimbabwe are estimated to be 18% higher with an
EPA in place.

In addition, the interim EPA has had limited impacts on the EU’s outermost regions and overseas countries
and territories, especially those in proximity to ESA4 countries, in different ways. As concerns trade diversion
at the expense of least developed countries (LDCs), goods and services exports to the EU are hardly affected
by the EPA; we looked specifically at Mayotte and La Réunion.

These numbers are generally mirrored by the estimates computed for the countries’ overall economic activity
(economic output, GDP). Importantly, no ESA4 country experiences a reduction in aggregate economic output,
which indicates that the EPA with the EU contributes to growth in ESA countries overall economic activity. Due
to its economic size, for the EU the impact of the EPA on overall economic output is overall negligible (but
positive). The impacts of the interim EPA on wages are generally negligible, except for Mauritius.

Empirical EU-ESA4 trade data suggest that after the implementation of the interim EPA specialisation
increased for commodities in which ESA4 countries have an international competitive advantage. This can
also be observed for ESA4 goods exports to regional trade blocs such as notably Southern African
Development Community (SADC) and Common Market for Eastern and Southern Africa (COMESA).

2.3 Social, Gender, Human Rights and Environmental Impacts of the Interim EPA

The review of the evidence indicates that the interim EPA overall has not had major impacts on environmental,
social conditions, gender and human rights conditions in ESA5 countries. Concerning environmental impacts
related to the interim EPA, these mainly appear linked to the scale of EU exports. Major structural effects linked
to a potential diversification of exports have not been identified.
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The review of major exporting sectors has identified important ongoing environmental, social, gender and
human rights concerns. These include concerns over social conditions in agricultural sectors with major
exports to the EU. Low salaries and instances of child labour are not specifically a result of trade with the EU
but these issues are a concern for sectors exporting to the EU. Concerns over labour conditions have been
raised in manufacturing, in which women appear to be more adversely affected. Increased production can also
increase water consumption and water pollution. In Madagascar and Zimbabwe, there are strong social,
human rights and environmental concerns linked to mining.

The ESAS5 countries have made some policy and institutional reforms: while progress and actions have varied,
there have been improvements in governance. The EU has provided support in several areas through its
development cooperation, though strong links between national reforms, EU development cooperation, the
Agreement itself and environmental, social and human rights conditions were unsurprisingly not found. In sum,
social, gender and human rights concerns in these sectors have continued during the implementation of the
interim EPA, indicating key areas where further policy action is needed.

2.4 Development Cooperation

To specify and operationalize the general objectives of the interim EPA, the EPA includes multiple references
to cooperation and development assistance. The partners have also developed a toolkit labelled Development
Matrix to define key areas, objectives and illustrative activities. The development assistance to ESA5 nations
was designed to help implement the interim EPA takes place mainly within the framework of the European
Development Fund (EDF). The two relevant EDFs to be considered for the evaluation within the EU-ESA
interim EPA are the 10" programme (lasting from 2008-2013, and the 11t EDF (2014-2020). The EU is
supporting the ESA5-countries in the framework of different bilateral and other programmes, mostly organized
in regional clusters, mirroring the Regional Economic Communities (RECs). Finally, each of the ESA5
countries received a grant of 10 million EUR (Comoros: 6 million EUR) for the implementation of the EPA in
2020.

The European Commission introduced criteria for an assessment of the individual programmes’ impact on
ESAS5 countries. Among them, relevance, effectiveness, efficiency and influence concerning governance are
central. Although it is not trivial to exactly assess the effectiveness and, therefore, judge the overall impact of
the EU’s development assistance to ESA5 countries in the process of implementation of the EU-ESAS interim
EPA, it can generally be seen as positive. According to the existing evaluations, the different projects and
programmes have increased the ability of ESA5 countries to make use of the interim EPA. Problems include
the lack of ownership and governance issues on the side of the ESA5 governments and a deficit in the targeting
of the measures on the EU'’s side. Mauritius seems to be an exception that made very good use of the support.

3. Rendez-vous Clause and Negotiations for the Extended EPA

The ex-post evaluation shows that — despite the difficulties to establish robust causal empirical relations — the
interim EPA has helped to meet its objectives, albeit rather slowly and dependent on the EU partner countries’
efforts. Poverty reduction still needs time; but before the Covid 19 pandemic, progress could be observed. The
promotion of regional integration within the ESA region and with the EU has intensified. However, the gradual
integration of the ESA region into the world economy cannot be directly traced back to interim EPA. Trade
capacity and the regulatory framework for trade and investment in the ESA region could be partly enhanced.
The awareness in the civil society and business communities could be raised. There are still open questions,
which concern foremost sustainability issues and governance problems in ESA5 countries.

Nevertheless, as both parties had agreed on the scope and objectives of this deepening process before
launching negotiations, the ESA countries took initiative. In May 2019, the partners agreed on a Joint Scoping
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Paper about the Deepening of the EU-ESA Interim Economic Partnership Agreement. The list of topics to be
included in the negotiations and the broader potential scope of the new agreement is large and signals the
ambitious strategy of the EU in the region, and the role that such agreements can have in fostering bilateral
trade between the EU and other countries. The Joint Scoping Paper contains the following chapters:

1) Free Movement of Goods

Rules of origin

Customs and trade facilitation (CTF)
Sanitary and phytosanitary measures (SPS)
Technical Barriers to Trade (TBT)

Trade defence mechanisms

-0 a0 oo

Export taxes

2) Trade in Services and Investment (Note: investment liberalization and facilitation will be covered, but
not investment protection)

3) Public Procurement

4) Intellectual Property Rights (IPRs)

5) Trade and Competition

6) Trade and Sustainable Development (TSD)

7) Agriculture

8) Dispute Avoidance and Settlement

9) Institutional Structure

10) Economic Development Cooperation

11) Fisheries
In October 2019, the EU and the ESAS states that had signed the EU-ESA interim EPA started EPA
negotiations on the deepening process. At the request of the five ESA countries, the European Union has
agreed to provide financial assistance for the setting up of an EPA Coordination Mechanism. Its aim is to
ensure appropriate coordination and technical support to the five ESA countries they can engage effectively
in the negotiation process. The Coordination Mechanism has already contributed on the ESA side to the
preparation of the scoping phase for the upcoming negotiations. Four rounds of negotiations took place from

15 -17 January 2020, 6-8 July 202024-27November 2020 and 13-16 April 2021. Negotiations for the fifth round
took place in July 2021.4 In addition, there are several proposals on the table.

4. The SIA Results

In Phase Il and lll, the Team undertook six individual SlAs, the core results of which will be discussed in this
Chapter. In addition to the SIA deliverables, in-depth analyses of five sectors were conducted in five respective
case studies. Policy recommendations based on these assessments follow in Chapter 5.

4 https.//trade.ec.europa.eu/doclib/docs/2009/september/tradoc_144912.pdf.
13
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4.1 Negotiation Topics

4.1.1 Trade in Goods

Based on the screening of potential provisions for trade in goods, agriculture, fisheries and development
cooperation as well as a detailed assessment of horizontal and sectoral measures, behind-the-border issues
and relevant legislative frameworks, this report identified the following key potential economic, social, human
rights and environmental impacts of the comprehensive EU-ESA5 EPA.

A major economic impact is considered to originate from potential rules of origin provisions. In fact, further
simplified RoO determine the conditions under which the ESA5 products can benefit from the provided by the
agreement, such as duty-free quota-free access to the EU market. Besides, provisions regarding technical
trade barriers are expected to have major economic impacts in all economic sectors. SPS measures are
another area where significant economic impacts are expected, particularly in sectors such as food products
and livestock and pesticides. There are significant challenges for ESA5 companies in complying with EU
Standards and SPS measures, particularly for small and medium sized enterprises (SMEs). ESA5 countries
will likely upgrade their standards as ESA5 exporters would face more competition from other regions,
potentially leading to increased export diversification, increased competitiveness, and higher standards for
exporters. In addition, the harmonisation of SPS standards in the region could contribute to the development
of regional integration, which could, in turn, lead to increased trade in the region, especially regarding the most
affected products like food products.

Potential customs procedures (trade facilitation) provisions are likely to facilitate increased commercial activity
and lead to cost savings for ESA5 countries. Compared to other likely impacts, these economic impacts are,
however, expected to be relatively small. Depending on their level of restrictiveness, potential registration and
import/export licensing regulations are expected to have a minor economic impact, mainly indirectly through
better implementation of higher standards at the company level.

One possible environmental impact is the potential reduction of pests and diseases in agriculture due to the
implementation of SPS measures, which could also help to improve animal welfare through the promotion of
according standards. Under TBT measures, greater adherence to international standards could improve
consumer safety also for goods produced for domestic ESA markets. Another substantial environmental impact
of provisions on customs procedures and import and export licensing could be strengthened controls on the
illegal trade in endangered species. This is particularly relevant given the ESA5 states’ rich biodiversity.
Provisions to promote trade for the repair and manufacture of goods could facilitate the development of circular
economy practices between Parties.

A potential negative environmental effect of increased SPS provisions could be that it encourages the livestock
sector in ESA5 countries to develop for export (particularly the larger ones such as Zimbabwe), which could
cause land use change, increased emissions and potentially deforestation damaging to biodiversity.

As discussed below, development cooperation to aid the implementation of provisions along with firm
commitments in the TSD Chapter on environmental and climate issues could have positive impacts on the
environment.

A key social impact is that the potential growth of exports from ESA5 countries to the EU, combined with
lower import costs, could enhance possibilities to move from lower to higher added-value products, which is
expected to support economic growth and, in turn, have positive impacts on occupation, salaries and working
conditions.

However, such positive impacts could reduce progressively over time , as other ACP and third countries sign
EPAs with the EU and adhere to EU standards and procedures, increasing competition for EU markets.
Furthermore, the positive impacts of increased exports are not likely to manifest in the same way for all ESA5
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countries. Low-income countries may be less likely to increase their exports towards the EU in the short term,
but domestic sectors would be exposed to increased EU imports.

Development cooperation and technical assistance on standards, customs procedures and licensing
regulations are necessary for the positive impacts of increased exports towards the EU to occur.

4.1.2 Trade in Services, Investment and Digital Services

The five ESA countries vary greatly in terms of economic, environmental, social, and human rights conditions.
Except for Mauritius and Seychelles, economic activities in services sectors in the ESA5 countries are still
underdeveloped, accounting for 53% of domestic GDP in Comoros in 2019, 52% in Madagascar and 61% in
Zimbabwe. Partly driven by relatively large travel and tourism sectors, services sector penetration of the
economy is generally higher in Mauritius (68%) and Seychelles (72%). For Mauritius and Seychelles, services
exports to the EU are significantly higher than goods exports, driven by these countries’ strong tourism services
exports. The EU as a regional bloc is one of the biggest exporters in many services sectors. In the EU, value
added in services sectors accounted for 79% of overall EU GDP (incl. construction services) in 2020.

There are differences in the ESA5 countries including the overall state of economic development, the current
degree of restrictiveness of sectoral regulations and the quality of domestic horizontal institutions, e.g. the
quality of the legal system, will have an impact on the overall magnitude of the economic impacts of services
liberalisation and the industries in which these impacts will materialise.

Clear and transparent rules are prerequisite to facilitate investment together with guidelines including cost and
time for a decision by regulatory authorities. Overall, a deepened, modern, and comprehensive agreement on
services, digital trade and investment would result in significant net economic benefits for ESA countries
compared to the status quo. An updated agreement would lock-in legal constraints on the creation of arbitrary
and disproportionate future barriers to trade by ESA5 governments, thus improving the state of the rule of law
in these countries. A deepened agreement between the EU and ESA5 countries would improve domestic
regulatory frameworks for services and foreign direct investment (FDI) and likely increase the quality of
governmental institutions.

Mauritius and Seychelles are economically most developed and perform relatively well concerning the quality
of their legal systems. For these countries, the effects from “importing” good legal institutions for the facilitations
of international services trade, digital trade and investment will be lower than for Comoros, Madagascar, and
Zimbabwe. At the same time, Mauritius and Seychelles have much to gain from intensified efforts to harmonise
current and future regulations across sectors or, at least, approximate EU law. Mauritius would benefit from
the liberalisation of its maritime services sectors. Mauritius and Seychelles would also benefit from provisions
that guarantee the free flow of data in the future and commitments on rules that guarantee the smooth
facilitation of services, investment, and trusted e-commerce.

For Comoros, Madagascar and Zimbabwe, the benefits from a deepened agreement would stem from the
import and lock-in of good legal institutions for the facilitation of international services trade, digital and digitally
enabled trade, and foreign investment. A deepened agreement with the EU would help to eliminate long-
standing barriers to domestic commerce in these countries and international trade and investment and
complement efforts in these countries to liberalise domestic commerce and international trade, e.g. recent
reforms in Zimbabwe to further liberalise the domestic telecommunications sector.

Due to positive cross-sectoral spill overs, economic benefits and new commercial opportunities for ESA
countries can be expected from the liberalisation of telecommunications and financial services trade
restrictions, the elimination of anti-competitive regulations in postal and courier services, new commitments on
legal aspects that are critical for the facilitation of digital and Information and communication technology (ICT)
enabled trade, e.g. the prevention of data localisation measures and a ban on levies on digital transmissions,
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and the elimination of remaining investment barriers e.g. unreasonable foreign investment requirements and
discriminatory joint venture requirements.

4.1.3 TSD Chapter

The topics covered in the ongoing negotiations to deepen the EU-ESA5 EPA include a Chapter on TSD). The
five ESA countries — Comoros, Madagascar, Mauritius, Seychelles, Zambia and Zimbabwe — have very
different economic, social and environmental conditions. Consequently, both the implementation of the
provisions of a TSD Chapter as well as the effects would be different among them. To varying degrees, the
provisions will require the development of legal and policy frameworks as well as capacity building —
consequently, many results in terms of better environmental, social, gender and human rights trends may be
visible only in the longer term. Chapter 5 will offer details.

4.1.4 Public Procurement and Competition Policy

Based on the screening of potential provisions for public procurement and competition, as well as relevant
legislative frameworks and stakeholder feedback, this report identified the following key potential economic,
social, human rights and environmental impacts of the deepened to EU-ESA5 EPA.

Overall, the economic impacts of EPA provisions on public procurement are considered to be potentially major.
Greater transparency may facilitate entry to public procurement markets for new ESA businesses and
potentially greater value-added (price-performance ratio) for contracting authorities in the ESA5 countries.

Potential major economic impacts resulting from competition provisions include an improved rule of law, which
could lead to an improved business environment helping in turn to increase future investment in ESA countries.
In addition, that increased transparency and greater competition could open markets to EU companies and
ESA companies.

The impacts of EPA provisions regarding the environment and social and human rights concerns are estimated
to be relatively minor. The impacts will depend on the scope of the EPA and the extent to which certain sectors
are excluded, such as, for example, health and education in public procurement. The provisions for public
procurement could bring environmental and social benefits by improving transparency and access to
government procurement markets while improving the quality of government goods and services. There could
be job losses in ESA companies that are currently favoured in public procurement, though this will be at least
partially offset by job creation in new entrants to these markets.

4.1.5 Intellectual Property Rights

The protection of intellectual property rights (IPR) is highly important to businesses across different sectors of
the economy. Exchanges of knowledge and technologies are facilitated by guaranteeing that foreign
intellectual property (IP) rightsholders will be treated fairly, and their IPRs will be respected. Except for
Comoros, all ESA countries have legislation to protect common and internationally well-established IP rights.
At the same time, IPR enforcement is reported weak for all ESA countries due to a lack of institutional and
human resource capacities.

The “Rendez-vous clause” in the interim Economic Partnership Agreement (EPA) foresees the inclusion of IP
protection in a more comprehensive EPA. Generally, going beyond generic provisions on Trade-Related
Intellectual Property Rights (TRIPS) principles, deeper IPR disciplines would facilitate domestic and
international business operations, including licensing, product launches and technology transfer. The EU
should generally aim to achieve deeper integration in the region in the field of IPRs. EU negotiators should aim
for further harmonisation of IP laws and regulations. Areas of cooperation should include the regional
management and enforcement of existing national IP laws and creating and managing additional IPRs. A future
EU-ESA EPA should also aim to accentuate cooperation in the fight against counterfeit products, ensuring
appropriate controls at ESA borders to fight counterfeit goods and illicit trade.
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4.1.6 Dispute Avoidance and Settlement and Institutional Structure

It would be beneficial for the EU and the ESA5 countries to agree on clear and effective rules for conflict
avoidance and dispute settlement. Only the implementation and effective enforcement of provisions on goods
trade, services trade, investment liberalisation, public procurement and the protection of intellectual property
would be supportive to economic activity and structural economic change. This would positively impact the
state of the rule of law in ESA5 countries, and the overall investment climate respectively.

Clear provisions on dispute avoidance and settlement would safeguard the positive economic impacts from
sectoral and other horizontal regulations. Provisions on the domestication of international treaties (set out in
the Agreement’s chapter on Trade and Sustainable Development) would improve the enforcement of these
treaties and increase public awareness of commitments related to the environment as well as human rights,
social and gender issues. Private sector and civil society stakeholders should be consulted during the
negotiations. Increased stakeholder participation would raise the awareness of these groups, which could also
be invited to join domestic advisory groups on implementation and enforcement after the implementation of
the Agreement. Private sector and civil society participation in advisory groups would have a disciplining effect
on future governments to maintain or adjust governance structures in a way that makes the enforcement of
other commitments more effective, e.g. effective access to legal remedies, if these groups can bring issues to
the attention of dispute settlement mechanisms, for example via amicus curiae briefs.

4.2 Central Results of the Case Studies

4.2.1 Tuna Fisheries

The fishing industry in the South-West Indian Ocean in and around the territorial waters and the Exclusive
Economic Zones (EEZs) of Comoros, Madagascar, Mauritius and Seychelles, can be categorised into three
groups. Artisanal fisheries is carried out by local fishers, with small, motorised boats targeting mainly demersal
and semi-pelagic species. Semi-industrial fisheries are consisting of small, locally-owned long-liners targeting
pelagic species (mainly tuna and swordfish). Finally, industrial fisheries comprise mainly European-owned
purse seiners operating mainly out of Seychelles and large, mainly foreign-owned long-liners.

There is a fish canning industry in Seychelles, Mauritius and Madagascar and the Eastern and Southern Africa
(ESA) Indian Ocean countries, the ESA4, also export fresh fish, fresh frozen fish and by-products such as fish
oil. Given the enormous importance of fisheries for ESA countries, the deepened EPA can be very beneficial
for them.

4.2.2 Mining Sector in Zimbabwe and Madagascar.

The mining sectors in Zimbabwe and Madagascar make significant contributions to the economy and the
countries’ gross national product but both countries are struggling economically. Mineral exports account for
about 60 per cent of Zimbabwe’s export earnings and the mining sector contributes around 16 per cent of
national GDP. As the Zimbabwe economy has become more informal, the industrial and artisanal and small-
scale miners (ASM) sector has attracted people from all walks of life. Small scale and artisanal miners include
teachers, students, who are engaged as part-time miners to earn money to pay for their education, and workers
from the farming sector, working in the mines during the dry season when there are no farming activities. Some
ASM syndicates operate illegally (meaning they do not have a license to operate, nor do they have a “tribute”
agreement from the owners of the mine) in industrial mines that have been abandoned or put under care and
maintenance. Corruption is a major problem.

In Madagascar, the mining industry contributed 4.6 per cent of the country's GDP, almost a quarter of total
exports and a fifth of total employment. ASM is also important in Madagascar, where it can, and often does,
harm the environment and a detrimental effect on the country's rich biodiversity and artisanal gold mining is
one of the most important sources of mercury contamination. Poverty and a lack of alternative employment
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push informal and illegal miners to exploit deposits in protected areas and one of the challenges with the
activity result from the location of most of the mines which overlap with protected areas posing a major
biodiversity challenge.

This situation begs for EU support for the two countries to implement the Africa Mining Vision, which both
countries are struggling to implement, and its vision of creating transparent, equitable and optimal exploitation
of mineral resources to underpin broad-based sustainable growth and socio-economic development through
the Eastern and Southern Africa comprehensive Economic Partnership Agreement. Both countries experience
enormous problems in this sector, with a focus on the environment in Madagascar and social problems in
Zimbabwe.

4.2.3 Agriculture

This case study provides an overview of the impact of the interim EPA on three ESA countries: Comoros,
Madagascar and Zimbabwe. The agricultural sector is an important contributor to economic growth and job
creation across all three countries and an important source of export revenue. While all three countries have
experienced growth in agricultural exports to the EU, they face similar challenges in complying with stringent
SPS and food safety standards requirements. Agricultural products tend to be exported in their unprocessed
format, and there are concerns that a deepened EU-ESA EPA will consolidate these countries’ positions as
exporters of commodities.

A deepened EU-ESAS EPA can provide an opportunity to grow the agricultural sectors across all three
countries. However, making this a reality will require Comoros, Madagascar and Zimbabwe to address many
domestic constraints that arguably, the EPA has little control over. All three countries would require an
improvement in existing infrastructure, logistics, simplification of administrative requirements and increased
levels of investment. Producers in the OR and OTCs are affected; their interests should be considered.

4.2.4 Textiles and Garments

This case study provides an overview of the textiles and garment sectors in Mauritius and Madagascar. It
highlights the benefits that the interim Economic EPA has offered both countries in the growth and
development of their respective industries. It also identifies key policy developments that intend to leverage
the deepened EPA for future growth, improved competitiveness, and investment gains in their countries.

In doing so, the case study highlights Mauritius’ plans to become a textile regional hub and to grow their textile
industry through greater value-addition, higher use of new technologies and improved competitiveness in EU
markets. For Madagascar, the challenges facing the growth of the textile industry is more systemic and rooted
in the country’s overall economic challenges, such as poor infrastructure, slow customs processes, and
complicated administrative requirements. While a deepened EPA can help grow the Malagasy garments and
apparel industries, its full impact will be limited if domestic constraints are not simultaneously addressed by
the Madagascan government.

In terms of the deepened EPA’s impact on EU stakeholders, there did not appear to be great levels of
awareness of the interim agreement. For others, while there is a desire to explore new markets, it is important
that Mauritian and Madagascan stakeholders implement a deepened export strategy, undertake trade
promotion activities, and actively seek investors. Mauritian and Malagasy private sector representatives also
indicated their desire for greater networking and peer learning opportunities from their European counterparts.

4.2.5 Tourism

While the tourism sector has been recognized as an important sector for growth and development by the
governments in all the ESA5 countries, as could be expected from the underlying heterogeneity of the
economies, the actual importance and development of the sector differs greatly. Among the group of countries,
the economic development trajectory of Mauritius and Seychelles are proof that the tourism sector is a powerful
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tool for economic development and that a strong focus on tourism holds the potential to create jobs and to
assist in poverty alleviation. Given the right policy, international tourism can offer opportunities for growth in
general and for the service sectors in particular, maximizing the contribution of trade in services to
development, job creation, and the achievement of the 2030 Agenda for Sustainable Development Goals and
Sustainable Development Goals (SDGs).

The deepening of the EU ESAS5 EPA is strongly relevant to the tourism industry with regards to trade in services
liberalization; attracting FDI through leveraging the Economic Partnership Agreement (EPA) to create investor
confidence; promoting the use of international labour standards and labour rights; promoting equality in gender
opportunities as well as in promoting internationally acceptable quality controls.

The COVID-19 pandemic, and the measures taken to control the spread of the virus have forced the world to
a literal standstill, and the effects have been particularly serious for the tourism sector. According to the African
Development Bank (2021) the pandemic induced a 98 per cent drop in number of international tourists arriving
to Africa between April and June 2020, compared to the same period in 2019. The recovery of the tourism
sector will depend on a number of variables including, but not limited to, how long COVID-19 measures and
border restrictions remain in place, when air travel resumes, the tourist’s appetite for international travel, and
most crucially when COVID-19 vaccines are made widely available across the world in general and in Africa
in particular.

5. Policy Recommendations

The different reports of the SIA conclude with a set of policy recommendations on different levels respectively.
However, there is a pattern. Regarding implementation, the private sector and potential new investors should
be involved more closely in the trade negotiations and social partners. The report concludes that capacity
building is critical. ESA5 countries need better coordination of capacity building activities to improve the
visibility and flow of information. It has also become obvious that the expectations and knowledge about the
interim EPA as well as the current negotiations differ significantly between stakeholders.

The EU can support the capacity building process by identifying weakness and using its own experiences in
trade facilitation and improving trade capacities, including governance structures, infrastructure, economic,
social and environmental policy as well as private actor participation. In addition, it would be very helpful if the
EU acknowledges that aspects taken for granted in the EU are not so clear in the ESA5 countries, as the
example of RoO suggests. Throughout the consultation processes it became clear that ESA stakeholders
perceive RoO as a major obstacle, regardless of their theoretical clarity and simplicity.

However, there is an important caveat. Any measures by the EU to improve institutions and support capacity
building depend on the willingness of ESA governments to commit to reforms; these reforms can only be
successful if they are initiated by the African governments; the keyword in this context is ownership. In other
word, good legal institutions can be created only by the ESA countries themselves, with the help of the EU,
but not initiated by the EU.

5.1 Trade in Goods and Services

Any liberalisation commitments should be pegged to clear development thresholds or benchmarks. Also,
negotiations should ensure the mitigation of negative aspects of the EPA. A main negative potential impact of
EPAs will possibly be loss of business for domestic producers.

Another key issue is poverty and pro-poor growth, i.e. the development dimension of the negotiations. As
reciprocal trade with the EU affects poverty and food security issues, the negotiating partners should consider
adaptation mechanisms under the EPA and that several sensitive products are excluded in the agreement, at
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least in the medium run. There should also be a closer alignment of the development and trade components
of the EPA. Regarding regional aspects of the EPA, negotiators should focus on a further simplification of
RoOs as a priority in the negotiations.

Besides, negotiations should take into account the OR and Overseas countries and territories (OCT)
economies’ heavy dependence on a few sensitive products, and specific measures, such as safeguarding
clauses or quotas, could be envisaged as appropriate to ensure that the ORs are not negatively affected in the
context of the EPA.

In addition, and as a serious reminder, the EPA presents a litmus test for the African partner countries about
the question whether its priority is to promote regional integration. Internal integration is of paramount
importance for all African countries because it constitutes the largest market for the African countries and also
offers better prospects for industrialization and development of regional value chains. And indeed, the
promotion of regional integration is one of the major objectives of the EPA as articulated in the Cotonou
Agreement and re-emphasized in the ESA5-EU deep EPA negotiations.

5.1.1 Tuna Fisheries, Mining, Agriculture, Textiles and Garments

In this section, special focus is laid upon the five sectors that have been discussed in case studies, as they
are very important for ESA5 countries. From the findings of the case study on Marine Fisheries, the following
could be concluded in terms of negotiating more robust, equitable, egalitarian and sustainable fisheries
agreements between the EU and the ESA states of Comoros, Madagascar, Mauritius and Seychelles.

In the negotiations of the Marine Fisheries Title of the Comprehensive EPA, it is suggested that binding text
that relates to a development component specifically for Marine Fisheries is included. The binding text could
be in the format of the OECD'’s four main components of Aid for Trade of mainstreaming and prioritising trade
(demand); trade-related projects and programmes (response); enhanced capacity to trade (outcome) and
improved trade performance and reduced poverty (impact). The binding text, which would, as much as
possible, replace the “best endeavour” text, would be linked to key performance indicators and there would be
consequences for non-compliance. For example, modalities to increase the number of joint ventures could be
introduced and targets set.

The text of the ESA EPA could be more closely aligned to international conventions such as the United Nations
Convention on the Law of the Sea (UNCLOS) or the Agreement on Port State Measures to Prevent, Deter and
Eliminate Illegal, Unreported and Unregulated Fishing (PSMA). Consistent international momentum over the
past few years has boosted the number of parties to the agreement, making it increasingly difficult for
illegitimate catch to make its way to national and international markets and reducing the incentive for fishing
operators to practice lllegal, unreported and unregulated fishing (IUU) activities. The seafood industry also
plays an important role, because seafood buyers can show preference to ports in countries that have ratified
the agreement.

There is a clear link to TSD. Human rights, labour rights, environmental sustainability, and economic
sustainability are regarded as cross-cutting areas for marine fisheries so that they are covered, at least as part
of recommendations for the negotiations that will affect marine fisheries. The institutional structure of the ESA
EPA chapters should be designed to be inclusive, through platforms where civil society can play an advisory
role. They would participate in the monitoring of the free trade agreement (FTA) implementation through direct
exchanges amongst civil society actors and with governments.

As for Mining, it is even more connected to TSD aspects. The EU could support the reform of the legal
framework governing the mining sector through providing technical assistance, thereby also supporting the
implementation of the OECD Due Diligence on Responsible Mineral Supply Chains in the local legislative
framework to ensure responsible and conflict-sensitive due diligence in the gold supply chain. Next, it is
important to support civil society organisations engaging with artisanal miners. They should make a special
effort to ensure that female miners are welcomed into artisanal miners' organisations. Civil society
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organisations could also be enabled to monitor the activities taking place in the mining sector and to be able
to quickly highlight and bring to attention such issues as violence and abuse taking place, both in cases where
artisanal and small-scale miners are the victims or the perpetrators. Also, they could monitor corrupt practices;
the use of child labour and the breaking of the law.

In addition, the EU could assist both Zimbabwe and Madagascar to complete the digital cadastre system that
demarcates mining claims. This would go a long way to settle disputes and to make some mining operations
legal. It would also be important to support an organisation such as the Chamber of Mines to support the
creation of artisanal and small-scale mining cooperatives with the objective to set rules that the sector can be
compliant with basic health, safety and labour standards, and offer opportunities for women and to support
training and capacity building of the ASM sector.

One of the critical inputs to increasing the sectors’ operational capacity lies in widening access to financial
resources and services within the sector. There are significant impediments to achieving comprehensive
financial inclusion and widening financial options in the ASM sector such as the informal nature of the sector,
poor liquidity and difficulties in conducting due diligence and risk assessment on the entities and persons
requiring the services. The ability to access a wide range of financial services in a simple and relatable format
is a key catalyst for the sectors’ formalisation and improved economic integration and ASM sector host
governments need to improve their focus on policies that promote and empower partners that already exist
within the ASM sector.

As for Agriculture, findings from stakeholder consultations reveal the following concerns and
recommendations for a deepened EU-ESA EPA. Existing rules of origin could be further simplified to (i) benefit
existing producers in the ESA5 countries and new investors in new industries while supporting production
diversification, and (ii) contribute to ESA5 countries becoming increasingly part of global value chains and still
benefiting from preferential market access into the EU. There are requests to enable greater flexibility with
regards to cumulation to take place with other African countries partied to other EPAs (i.e. the SADC and EAC
EPAs). Stakeholders believe that this will assist less capacitated countries to improve their efforts at value-
added production and boost their capacity to meet the quality and quantity requirements in the EU market.

In addition, technical training centres should be implemented to assist ESA5 countries with export promotion,
digitalise customs procedures, train on non-tariff barriers and SPS issues, and support the implementation of
the World Trade Organisation’s (WTO) Trade Facilitation Agreement. If the EPA can assist ESA5 governments
with establishing systems that support improved business climates and strengthen compliance with SPS
standards, this will enhance producers’ ability to grow into commercial farming enterprises. Another way to do
this is through building business links between EU importers and ESA5 farmers, which can offer one-on-one
support to improve their capacities to meet SPS standards.

There are challenges for some lower-income ESAS countries (such as Comoros and Madagascar) to facilitate
resource and capital mobilisation for private sector investment. It would be worth exploring the potential of
establishing financing mechanisms (mixtures of grants and loans) that can promote investment in the
agricultural sector in ESA5 countries.

In the field of textiles and garments, findings from a wide range of stakeholder consultations reveal the
following concerns and recommendations for a deepened EU-ESA5 EPA. Under a deepened EPA, Mauritian
and Madagascan stakeholders would like to utilise sourcing of inputs from across the African continent.
According to Mauritian stakeholders, this will help support regional value chain (RVC) creation across Africa
and support the efforts of the African Continental Free Trade Area (AfCFTA). Promoting RVC creation between
Southern and Eastern African countries requires policy harmonisation and coordination and promoting strategy
development with inputs from academia and private sector. It also requires ESA countries to address existing
infrastructure, logistic and transportation challenges — the foundation for value chain creation. Lastly, value
chain creation can be leveraged to increase consumer demand for sustainable and green production, thereby
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building competitiveness and encouraging innovation amongst Mauritius and Madagascar’s textiles and
apparel industries.

It was requested that the development of technical training centres be explored under a deepened EPA that
would act as a one stop shop to assist SMEs with information on exporting, meeting EU standards, and other
related information. Stakeholders expressed a desire for greater private sector collaboration and networking
between EU and ESAS5 private sector stakeholders. Creating a matchmaking facility under the auspices of a
deepened EU-ESA5 EPA can support Mauritian and Madagascan companies to partner with EU companies
can support networking between the parties and further joint investments between the two regions. It was also
suggested to support the ESA5 countries as underscored by the development cooperation commitments under
the EPA, particularly in meeting the requirements of the TSD chapter.Services and Investment

Negotiators from the EU and individual ESA countries should aim for ambitious provisions on investment
liberalisation for all sectors of the economy, except those that should remain closed because of a legitimate
national or European public interest, e.g. and security and national defence. Each ESA5 country could develop
a National EPA Committee which could develop the trade and development components of the National EPA
Plan, based on the commitments made in the comprehensive EPA, and monitor implementation continuously.

To the extent that the investment agreement leads to greater economic growth, there could be increasing
environmental pressures. On the other hand, investment, as well as increased trade in services, could lead to
structural changes in ESA economies. While the overall impacts would depend on the sectors affected, there
could be positive effects in terms of environmental pressures per unit of GDP. Investment could also bring
technology and environmental governance that can reduce environmental pressures, also across value chains,
though some investors may seek lower costs and lower environmental standards.

Investment could bring social benefits, including increased employment; nonetheless, some enterprises may
suffer increased competition, with effects on their employees. Trade in services — including in specific sectors
such as telecommunications and finance — could similarly bring employment growth, though domestic
enterprises in these sectors could face greater competition.

Deepening the EPA and including trade in services will intensify the economic ties of ESA countries with the
EU. This is an important tool towards not only recovery but also building back better. For the Seychelles and
Mauritius, this means providing support to reimagining pre-COVID-19 offerings and meet the new demands
of international travellers in the post-COVID era. For the tourism sector in Madagascar, Zimbabwe, and
Comoros, the EPA can help develop the tourism sector in a way that is both sustainable and potentially
instrumental in the economic development of these countries. However, interested countries will need to take
clear incentives and insightful policies to make it happen.

ESAS5 countries require improved coordination of capacity building activities. The EU can support the capacity
building process in all ESA5 countries by identifying weaknesses and using its own institutional experiences
in the liberalisation of trade in services and investment, as well as the enforcement of implementation
measures. Part of the EU’s development budget could be spent on accompanying measures related to the
facilitation of investment and trade in services in all ESA5 countries.

5.2 TSD

The analysis of the text proposed by the EU suggests the following provisions could have the greatest impacts
in the ESA countries. First, a better implementation of multilateral environmental agreements (MEASs) is
necessary. While the five ESA countries have ratified a broad range of MEAs, their implementation varies.
This provision — if supported by policy development and capacity building — could strengthen efforts to address
illegal trade in endangered species, especially in Madagascar and Zimbabwe, which are particularly rich in
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biodiversity. Implementation could also further protect forests, develop new forms of renewable energy to
address climate change, and strengthen climate adaptation actions.

Second, multilateral labour standards and agreements require further efforts for their implementation although
ESA countries have ratified many International Labour Organisation (ILO) treaties. This provision could — if
accompanied by policy development and by capacity building for inspectorates, unions and civil society and
enterprises — could help to address key concerns such as child labour (in particular in lower-income ESA
countries), improve working conditions. The proposed Article on the promotion of gender equality could lead
to strengthening the legal and policy frameworks in ESA countries and thus to improving wage equality,
women'’s participation in the formal workforce and women’s conditions of work.

Third, the promotion of responsible supply chain management could lead to legislation promoting corporate
social responsibility (CSR) and responsible business conduct (RBC), which in turn could improve the practices
of ESA businesses as well as foreign investors. Consequently, this provision could support the other provisions
in the TSD Chapter. Greater transparency and greater civil society participation, together with strong
monitoring requirements, would support awareness of the EPA and facilitate its implementation by
strengthening information actions taken for the other sustainability provisions, as well as the results achieved.

The EU and ESA could consider opportunities to strengthen the provisions in the TSD chapter. These include
developing national action plans for its implementation, ensuring links among the different articles, including
with CSR/RBC provisions, and establishing strong monitoring requirements.

EU development cooperation will also be valuable to build capacity in ESA countries, support civil society and
raise awareness in enterprises. As the countries vary greatly, these measures will need to be tailored to
national conditions and kept in EAS5 countries’ responsibility. Preparing national implementation plans and
related needs assessments can help to pinpoint key areas for development cooperation.

5.3 IPR, Dispute Settlement Mechanism, Government Procurement and Competition

The report concludes with a set of policy recommendations on different levels. It will be important to ensure
that social and environmental considerations are maintained and, if possible, promoted in public procurement,
as the European experience suggests: the promotion of environmental considerations in procurement plays
an important role in EU environmental policy, which for example supports green and circular public
procurement in the member states.

The negotiations should also include capacity building/development cooperation focused on enhancing the
participation of domestic suppliers as flanking measures. This will also allow ESA governments to achieve a
greater value-added (price-performance ratio) for their procurement contracts. To enhance competition, an
improved rule of law could lead to an improved business environment which could increase future investment
in ESA countries. In addition, increased transparency and greater competition could open markets to EU
companies and ESA companies. The EU should engage in development cooperation with governments in ESA
countries but should include the business community and civil society from the start in the negotiations and —
once the deepened EPA is in force — thereafter.

EU development cooperation funds should be devoted to capacity building in responsible IP authorities and
national customs authorities. Development cooperation initiatives on IPRs should involve IP-centric
international organisations such as the World Intellectual Property Rights Organization (WIPO), the African
Regional Intellectual Property Organization (ARIPO) and the Organisation Africaine de la Propriété
Intellectuelle (OAPI), which would contribute to the accumulation of specific knowledge and the creation of an
IP level playing field across African countries. These capacity-building efforts could include environmental
issues related to IPR, such as implementing the Nagoya Protocol under the Convention on Biological Diversity.
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Development cooperation initiatives that focus on institution and capacity building in the field of dispute
avoidance and settlement are crucial for the success of the Agreement. Areas for development cooperation
should include the training of lawyers on trade and investment liberalisation as well as capacity building for
government offices and civil society organisations. Specific trainings on the EPA should include the interaction
of dispute settlement provision and other provisions enshrined in international law and other chapters of the
EPA, including or provisions on environment, social and gender conditions and human rights, as referred to in
its TSD Chapter.

Capacity building initiatives should generally focus on provisions which are expected to generate high
economic impacts in ESA countries and at the same time known to be challenging because of vested economic
interests and positive economy considerations. These include investments in network industries, investment
and trade in financial services as well as unreasonable foreign investment requirements and discriminatory
joint venture requirements across industries.

Provision should be made to protect the right of Parties to use selection criteria for public procurement
contracts to support environmental, social and human rights policy goals and concerns. Consequently, parties
must include assessment criteria relating to the environment, social issues and human rights. Development
cooperation should be envisaged to assist ESA countries in developing the efficiency of enforcement practices
to ensure that social, environmental and human rights standards are upheld. The deeper EPA should
encourage Parties to open their public procurement in sensitive fields such as public health and environmental
services while allowing national governments the right to determine the most appropriate national pathways.

5.4 Development Cooperation

It has become obvious that the success of the deepened EPA will be dependent on an interaction of trade
policy activities, regulatory reforms in the ESA5 countries and successful development cooperation. Table 1
summarizes the recommendations for successful development cooperation.

Table 1: Overview of recommendations for development cooperation

m Recommendations Main countries

Biodiversity e Strengthen awareness and enforcement of CITES rules

e Strengthen implementation of the Convention on Biological MAD, ZIM
Diversity, its Nagoya Protocol, and the International Treaty on especially
Plant Genetic Resources

e Strengthen legislation and build government institutional capacity COM, MAD,

to implement MEAs and domestic environmental legislation ZIM especially
Climate e Support investments for renewable energy and energy efficiency  All
Multilateral e Capacity building to strengthen government labour inspectorates
labour e Capacity building on occupational safety health (OSH) for trade COM, MAD,
standards unions and workers’ representatives and enterprise and industry ZIM especially
bodies
Gender e Support for women’s groups
equality e Support for women in leadership positions, including All
entrepreneurs
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m Recommendations Main countries

Transparency e

and civil
society
participation

Trade in
goods

Trade in
services;
investment

Public
procurement
and
competition

Intellectual
property
rights

Agriculture

Strengthen civil society capacity to participate in monitoring of
impacts of the EPA on environment and society, including
identification of sectors of society that benefit from trade and
investment and those that do not

Support regular, structured monitoring of implementation of TSD
chapter

Train ESA lawyers on trade law, including trade and sustainable
development

Involve civil society and the business community in discussions to
plan development cooperation

Capacity building for customs authorities, including on: inspections
for CITES and Basel Convention enforcement, and for TBT and
SPS requirements

Capacity building for veterinary authorities, schools and
associations to promote awareness of OIE (World Organisation for
Animal Health) standards on animal welfare and of microbial
resistance when using pharmaceuticals

Support blended finance for projects in key infrastructure areas
where there are obstacles for trade and investment

Support training and SME capacities for digital services

Capacity building for ESA companies to work with EU importers
and investors, including in the service sector

Support to identify legal and other barriers to investment and
solutions, including in network industries such as
telecommunications

Capacity building for governments to provide transparent public
procurement procedures that support labour standards,
environment and human rights

Capacity building for public procurement on medical supplies and
services, while allowing ESA governments to determine
appropriate national pathways

Capacity building for domestic government suppliers facing
competition from external suppliers

Capacity building for competition policy and its implementation

Support governments by building awareness of international
intellectual property regimes

Support the development of domestic IPR legislation in line with
WTO principles and the capacity of IP authorities and customs
authorities to implement and enforcement legislation

Support land reform actions to strengthen local rights
Support technical training centres to raise producer capacities on
— export promotion and rules, EU sustainability rules and goals

(e.g. organic farming and Farm to Fork Strategy), SPS standards
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Synthesis

m Recommendations Main countries

Fisheries .

Mining .

Textiles °

Tourism °

Explore potentials to establish/strengthen agricultural financing
mechanisms

Support government capacity to sustainably manage ocean
resources, enforce international labour standards for fisheries, and
fight illegal harvesting

Support local, small-scale fisheries and fair and ethical fish trade

Support governments in the reform of legal frameworks for mining,
drawing on international standards such as the OECD Due
Diligence on Responsible Mineral Supply Chains

Support the creation of artisanal and small-scale mining
cooperatives in the formal sector, capacity development for them,
and their integration with large-scale mining operations

Support civil society organisations, both industry associations and
grass-roots bodies, in building technical capacity, including on
OSH, and in developing initiatives for transparency of mining
activities and traceability of minerals

Support technical training centres to assist producers, including
SMEs, on export promotion and rules, EU sustainability rules and
goals, CSR/RBC

Capacity building for key skills for the sector, including accounting,
internet marketing, sustainability and environmental management

Promote the adoption of international sustainable tourism
standards

Support sustainable/eco-tourism and community-based tourism

Source: Based on the SIA reports and the case study reports

All

COM, MAD,
MAU, SEY

MAD, ZIM

MAD, MAU
especially

All

As mentioned earlier, development cooperation depends on the African countries’ ownership and their leading
role in defining the objectives and measures to support their development. If this imperative will be followed,
one can expect a positive impact of the deepened EU-ESA5 EPA. If so, the EU-ESA5 EPA will have a good
chance to positively contribute to a successful cooperation between the EU and the Eastern and Southern

African countries.
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Executive Summary

In 2007, six countries of the Eastern and Southern Africa (ESA) region' (Comoros, Madagascar, Mauritius,
Seychelles, Zambia and Zimbabwe) concluded an interim Economic Partnership Agreement (EPA) with the
EU. In 2009, four countries (Madagascar, Mauritius, Seychelles and Zimbabwe) (ESA4) signed the agreement,
which has been provisionally applied for these countries since 14 May 2012. Mauritius and Seychelles started
liberalising tariffs on the European Union (EU) imports in 2013 and Madagascar and Zimbabwe started
liberalising in 2016 and 2017 respectively. The EPA foresees consecutive rounds of liberalisation over 10 years
and the tariff liberalisation process should conclude in 2022. Comoros signed the agreement in July 2017 and
ratified it in January 2019, with entry into force in February 2019. Comoros is, therefore, part of the negotiations
to deepen the Agreement.

The interim EPA between the EU and the five ESA partners (ESA5) includes the following chapters: Abolition
of EU duties and quotas for imports from these countries; gradually opening EU exports to these countries; a
protocol on rules of origin (RoO); provisions on fisheries and trade defence; commitments to cooperate on
technical barriers to trade, and standards on animal and plant health; rules and commitments on development
cooperation; and mechanism for settling disputes.

The interim EPA has several distinct objectives. First, it aims at the reduction and eventual eradication of
poverty. It second shall promote regional integration within the ESA region and shall third promote the gradual
integration of the ESA region into the world economy. Fourth, the agreement aims to support structural
adjustment in the ESA region. Further objectives are to improve the trade capacity and the regulatory
framework for trade and investment in the ESA region. Finally, the agreement aims at strengthening the
relations between the partners.

Implementation and Awareness of the interim EPA

Almost all exports of originating goods from Madagascar and Mauritius enter the EU market free of
duty and about 97 per cent of originating goods from Seychelles and 96 per cent of Zimbabwe’s
originating exports enter the EU market free of duties. The preference utilisation rates (PUR) for EU goods
entering the markets of Madagascar, Mauritius, Seychelles and Zimbabwe are currently rather low, i.e.
between 0 and 63 per cent, with a weighted average of below 10 per cent (See Annex VII: Appendix 1-6).

The stakeholder consultation shows that civil society in Madagascar and Seychelles has low levels of
awareness of the interim EPA whereas in Mauritius and Zimbabwe it has high levels of awareness. Civil
Society Organisations (CSO) who have higher than average levels of awareness displayed the following
characteristics: (1) they work on socio-economic development issues, (2) they were members of Civil Society
networks who have played a critical role in raising awareness and building the capacity of their members in
research and advocacy on trade and trade-related policies and negotiations, and (3) They are networked with
relevant Government Ministries, Departments and Agencies.

RoO

The overall framework governing RoO is based on product-specific rules of origin (PSR), these being wholly
obtained rules, an ad valorem percentage rule, based on maximum amounts of non-originating materials,

" ESA is a diverse EPA group including Indian Ocean islands (Comoros, Madagascar, Mauritius and Seychelles), countries of the Horn of
Africa (Djibouti, Ethiopia, Eritrea and Sudan) and some countries of Southern Africa (Malawi, Zambia and Zimbabwe).
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change of tariff classification rules and specific working or processing requirements. The ESA4 countries make
significant use of the EPA preferences made available to them by the EU. The PUR are close to 100 per cent.

Several challenges remain to be addressed for RoO to further benefit the majority of ESA5
stakeholders: further simplification of RoOs, measures for capacity building in RoOs for the private sector,
closer alignment of the development and trade components of the EPA; and involvement of the private sector
and potential new investors in trade negotiations, to the extent possible.

Analysis of Trade Flows

The analysis of trade flows the authors of this study have conducted accounts for the fact that individual partner
countries’ tariff liberalisation processes started at different points in time. Mauritius and Seychelles started
liberalising in 2013, and Madagascar and Zimbabwe in 2016 and 2017 respectively.

ESA4 countries’ goods exports to the EU followed different trends in the period 2009 to 2019 including
the period that followed 2012. Exports from Madagascar to the EU show an upward trend following the year
2012. Goods exports from Seychelles remained relatively stable, while exports from Mauritius and Zimbabwe
slightly declined. ESA4 countries’ goods imports from the EU follow different trends for the period 2009 to
2019. Diverging trends also emerge for the period that followed the elimination of import tariffs by ESA4
countries. Total EU goods exports to Madagascar and Mauritius significantly increased after the beginning of
the tariff liberalisation process. Total EU goods exports to the Seychelles and Zimbabwe remained largely
unchanged after 2013 and 2017 respectively.

EU27-ESA4 investment stocks have increased significantly. In 2018, stocks of EU foreign direct
investment (FDI) in ESA4 countries amounted to a total of 17.1 billion EUR (as compared to 13.1 billion EUR
in 2014). Individually, Mauritius accounted for by far the largest part with 15.7 billion EUR alone. Seychelles’
part amounted to 778 million EUR, while the respective figures were 366 million EUR for Zimbabwe and 268
million EUR for Madagascar. ESA4 FDI stocks in the EU amounted to 10.3 million EUR in 2018. This also
constitutes a significant increase compared to 2014 when FDI stocks amounted to 6.3 million EUR only.

Economic Impacts

The European Commission’s Directorate-General (DG) Trade undertook a set of modelling exercises based
on a computable general equilibrium (CGE) model (for Madagascar, Mauritius and Zimbabwe) and a partial
equilibrium (PE) model (for Seychelles; due to data limitations).

Both models indicate that ESA4 countries benefit from the EPA with the EU in terms of higher trade
volumes. Increased specialisation and improvements in the international division of labour cause a
reallocation of domestic productive resources (labour and capital) to more productive uses, which causes
domestic production to rise in ESA4 countries, reflected by increases in these countries’ real gross domestic
product (GDP) (with EU GDP remaining largely unchanged). With an EPA, EU total exports to Madagascar,
Mauritius and Zimbabwe are estimated to be 30% higher, 32% higher and 8% higher respectively. The PE
model results indicate that the EPA contributes to rising EU exports to Seychelles. Madagascar’s exports to
the EU would largely remain unchanged in absence of the EPA. Total EU imports from Madagascar are
estimated to be 2% higher with the EPA. By contrast, EU imports from Mauritius are estimated to be 93%
higher and imports from Zimbabwe are estimated to be 18% higher with an EPA in place.

In addition, the interim EPA has had limited impacts on the EU’s outermost regions and overseas countries
and territories, especially those in proximity to ESA4 countries, in different ways. As concerns trade diversion
at the expense of least developed countries (LDCs), goods and services exports to the EU are hardly affected
by the EPA; we looked specifically at Mayotte and La Réunion.
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These numbers are generally mirrored by the estimates computed for the countries’ overall economic
activity (economic output, GDP). Importantly, no ESA5 country experiences a reduction in aggregate
economic output, which indicates that the EPA with the EU contributes to growth in ESA countries overall
economic activity. Due to its economic size, for the EU the impact of the EPA on overall economic output is
overall negligible (but positive). The impacts of the interim EPA on wages are generally negligible, except for
Mauritius.

Empirical EU-ESA4 trade data suggest that after the implementation of the interim EPA specialisation
increased for commodities in which ESA4 countries have an international competitive advantage. This
can also be observed for ESA4 goods exports to regional trade blocs such as notably Southern African
Development Community (SADC) and Common Market for Eastern and Southern Africa (COMESA).

Social, Gender, Human Rights and Environmental Impacts of the Interim EPA

The review of the evidence gathered so far indicates that the interim EPA overall has not had major
impacts on environmental, social conditions, gender and human rights conditions in ESA5 countries.
Concerning environmental impacts related to the interim EPA, these mainly appear linked to the scale of EU
exports. Major structural effects linked to a potential diversification of exports have not been identified.

The review of major exporting sectors has identified important ongoing environmental, social, gender
and human rights concerns. These include concerns over social conditions in agricultural sectors with major
exports to the EU. Low salaries and instances of child labour are not specifically a result of trade with the EU
but these issues are a concern for sectors exporting to the EU. Concerns over labour conditions have been
raised in manufacturing, in which women appear to be more adversely affected. Increased production can also
increase water consumption and water pollution. In Madagascar and Zimbabwe, there are strong social,
human rights and environmental concerns linked to mining.

The ESAS5 countries have made some policy and institutional reforms: while progress and actions have
varied, there have been improvements in governance. The EU has provided support in several areas through
its development cooperation, though strong links between national reforms, EU development cooperation, the
Agreement itself and environmental, social and human rights conditions were unsurprisingly not found. In sum,
social, gender and human rights concerns in these sectors have continued during the implementation of the
interim EPA, indicating key areas where further policy action is needed.

Development cooperation

To specify and operationalize the general objectives of the interim EPA, the EPA includes multiple
references to cooperation and development assistance. The partners have also developed a toolkit
labelled Development Matrix to define key areas, objectives and illustrative activities. The development
assistance to ESA5 nations was designed to help implement the interim EPA takes place mainly within the
framework of the European Development Fund (EDF). The two relevant EDFs to be considered for the
evaluation within the EU-ESA interim EPA are the 10t programme (lasting from 2008-2013, and the 11t EDF
(2014-2020). The EU is supporting the ESA5-countries in the framework of different bilateral and other
programmes, mostly organized in regional clusters, mirroring the Regional Economic Communities (RECs).
Finally, each of the ESA5 countries received a grant of 10 million EUR (Comoros: 6 million EUR) for the
implementation of the EPA in 2020.

The European Commission introduced criteria for an assessment of the individual programmes’
impact on ESA5 countries. Among them, relevance, effectiveness, efficiency and influence concerning
governance are central. Although it is not trivial to exactly assess the effectiveness and, therefore, judge the
overall impact of the EU’s development assistance to ESAS5 countries in the process of implementation of the
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EU-ESAS interim EPA, it can generally be seen as positive. According to the existing evaluations, the different
projects and programmes have increased the ability of ESA5 countries to make use of the interim EPA.
Problems include the lack of ownership and governance issues on the side of the ESA5 governments and a
deficit in the targeting of the measures on the EU’s side. Mauritius seems to be an exception that made very
good use of the support.

Conclusion

The ex-post evaluation shows that — despite the difficulties to establish robust causal empirical relations — the
interim EPA has helped to meet its objectives, albeit rather slowly and dependent on the EU partner countries’
efforts. Poverty reduction still needs time; before the Covid 19 pandemic, progress could be observed. The
promotion of regional integration within the ESA region and with the EU has intensified. However, the gradual
integration of the ESA region into the world economy cannot be directly traced back to interim EPA. Trade
capacity and the regulatory framework for trade and investment in the ESA region could be partly enhanced.
The awareness in the civil society and business communities could be raised. There are still open questions,
which concern foremost sustainability issues and governance problems in ESA5 countries.
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1. Introduction and Methodology

1.1 Objective of the study and ex-post report

The objective of the Sustainability Impact Assessment is to estimate possible impacts of a deepening of the
EPA between the EU and the ESA5 countries. However, to be able to assess future impacts of further
liberalisation, it is likewise necessary to understand the impacts thus far. Therefore, the scope of this study
includes a mini ex-post evaluation of the EPA to review impacts across all areas of the Agreement (EU Member
states as well as the ESA5 countries, including where possible data in Comoros), which are inter-related and
crucial for understanding the economic, human rights, social aspects, environmental (including climate), and
development cooperation impacts of the current agreement by way of secondary and primary data collection
and analysis. The Ex-post Evaluation Report is structured as follows: after this brief introduction, we assess
the implementation of the EPA (Task 6); RoO (Task 7); analysis of trade and investment flows (Task 8);
economic, social, human rights and environmental impact of the EPA (Task 9, which we have split into two
chapters); horizontal effects on governance and the business environment (Task 9); development cooperation
(Task 10) and conclusions (Task 11). We also enclose several annexes, which provide more granular
information for each subject.

1.2 Introduction to the existing EPA between the EU and ESA

In 2007, six countries of the ESA region? (Comoros,

Madagascar, Mauritius, Seychelles, Zambia and

Zimbabwe) concluded an interim EPA with the EU. In 2009,

four countries (Madagascar, Mauritius, Seychelles and

Zimbabwe) signed the agreement, which has been

provisionally applied for these countries since 14 May

2012. Mauritius and Seychelles started liberalising tariffs on

EU imports in 2013 and Madagascar and Zimbabwe started '
liberalising in 2016 and 2017 respectively. The EPA
foresees consecutive rounds of liberalisation over 10 years.
In principle, the tariff liberalisation process should conclude
in 2022. Comoros signed the agreement in July 2017 and
ratified it in January 2019, with entry into force in February
2019. Comoros now forms part of the negotiations to
deepen the Agreement. The interim EPA between the EU Source: European Commission, 2020

and the ESAS5 countries includes the following chapters: Abolition of EU duties and quotas for imports from
these countries; gradually opening up EU exports to these countries; a protocol on RoOs; provisions on
fisheries and trade defence; commitments to cooperate on technical barriers to trade, and standards on animal
and plant health; rules and commitments on development cooperation; and mechanism for settling disputes.

Figure 1: Map of ESAS5 countries

1.3 Approach to ex-post evaluation
The ex-post evaluation provides answers to the following evaluation questions:
a) To what extent have the objectives of the existing interim EPA been achieved?

b) Which sectors, activities, groups or countries in ESA4 have benefited most as a result of the EPA and
which ones have incurred losses due to the EPA? (related to task 11)

2 ESA is a diverse EPA group including Indian Ocean islands (Comoros, Madagascar, Mauritius and Seychelles), countries of the Horn of Africa (Djibouti,
Ethiopia, Eritrea and Sudan) and some countries of Southern Africa (Malawi, Zambia and Zimbabwe).
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c) Has the EPA with ESA4 given rise to unintended consequences? (related to task 11)

d) What are the shortcomings of the existing EPA that need to be addressed in the deepening
negotiations?

e) What good practices and lessons learned on EPA implementation on both the ESA4 and the EU side?

In addition, the ex-post evaluation establishes the baseline for the following SIA, as it assesses the agreement
to date, and analyses qualitatively and quantitatively the main impacts:

= Economic impacts: development of bilateral and overall trade between the EU and ESA4, impact
on economic growth, economic diversification and poverty reduction, fostering of foreign investment,
fiscal effects (budgetary effects, reduction of dependence on tariff revenues and revenue
diversification);

= Social impacts (disaggregated by gender, when possible): job creation, level of employment,
wages, inequality, winners and losers, poverty reduction, labour rights, labour standards, working
conditions, impacts on women and vulnerable groups, effects on respect of basic human rights;

= Gender impacts: effects on women’s economic empowerment, employment and welfare, gender
equality;

= Impacts on environment and climate: impacts on greenhouse emissions, air quality, land use,
energy efficiency, forestry, biodiversity, water protection, etc, as well as animal welfare;

= Impacts on governance and business environment: overall impacts on aspects of governance
and business environment;

= Impacts on consumers: effects on consumer prices and safety in ESA4, effects on product variety
and product quality;

= Effects on regional integration and third parties: effects on regional integration in the ESA region,
under e.g. COMESA, SADC or African Continental Free Trade Area (AfCFTA), effects on EU’s
outermost regions and Least Developed Countries.

To assess the economic impact of the Agreement, the study will rely (partly) on economic modelling in the
form of General and Partial Equilibrium Analysis:

In addition to the other tools outlined in Annex lll, the analysis is based on a set of modelling exercises which
the European Commission’s DG Trade undertook — based on a CGE model (for Madagascar, Mauritius and
Zimbabwe) and a PE model (for Seychelles; due to data limitations). The models applied account for the
dismantling of tariffs for the EU’s ESA partner countries. The CGE model output includes changes in trade
flows and domestic output for various product groups and services sectors, changes in aggregate GDP as well
as the relative impact on welfare, prices and wages at the macroeconomic level. The PE model output does
not include macroeconomic effects, i.e. it does not provide estimates for GDP, wages and the aggregate price
level. The modelling provides estimates for the impact of the EPA on trade flows and other economic variables
against the counterfactual of not having an agreement in place. The baseline underlying the counterfactual
includes most favoured nation (MFN) tariffs on the side of ESA countries and Generalised System of
Preference (GSP), EBA or MFN tariffs on the EU side.® The following descriptions of the models’ calibration
are based on DG Trade’s internal analysis.

3 MFN tariffs depend on development level of each of the countries.
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2. Implementation of the EPA

2.1 Interim EPA: principles of the Agreement

The principles of the Agreement, which constitute the basis for further negotiations between the Parties to
reach a comprehensive EPA, are outlined in Article 4 of the interim Agreement legal text and include the

following principles:

2.1.1

Building on the acquis of the Cotonou Agreement

The Cotonou Partnership Agreement (CPA) is a comprehensive agreement between the EU and the
African, Caribbean and Pacific (ACP) countries, signed in Cotonou on 23 June 2000. EPAs build on the
acquis of the development cooperation, economic and trade cooperation, and political dimension of the CPA.

Under the development cooperation
pillar of the interim EPA, through the
EDF, €10 million in project financing to
each of the ESA5 countries, to assist with
the implementation of the interim EPA.
These resources have been used to
improve and strengthen trade facilitation
measures and instruments in general,
such as the National Economic Licensing
System in Mauritius and the project that
aims to boost Seychelles' exports by
encouraging economic diversification,
production of higher value products and
exploitation of niche markets.

The EU, through the EDF, has also
financed aid-for-trade projects and
programmes in the ESA5 countries that
are not directly dedicated to taking
advantage of the EPA.4

Negotiations of the EPA have
strengthened the dialogue between the
ESA5 and the EU and are viewed, in
general, by the ESA5 countries as
strengthening economic and trade
cooperation between them and the EU.
There has been no political dialogue
under the auspices of the interim EPA
although there has been political dialogue
between the individual ESA5 countries
and through SADC under the CPA.

4 See Chapter 8 in this Report.

Box 1: The Cotonou Agreement

The CPA was adopted in 2000, to be in place for 20 years, and
replaced the 1975 Lomé Convention. It is based on three
pillars:

- development cooperation
- economic and trade cooperation
- political dimension

The CPA was due to expire in February 2020 but has been
extended, by mutual agreement, until 30 November 2021,
unless the new partnership agreement between the EU and the
ACP countries is provisionally applied or enters into force
before that date.

The EU and the Organisation of African, Caribbean and Pacific
States (OACPS) reached a political deal on a new agreement
that succeeds the Cotonou Partnership Agreement on 3rd
December 2020. The new “post-Cotonou” agreement, which
was initialled on 15th April 2021, covers the following priority
areas:

- democracy and human rights

- sustainable economic growth and development
- climate change

- human and social development

- peace and security

- migration and mobility

The agreement will include a common foundation at ACP level
combined with three regional protocols for Africa, the
Caribbean and the Pacific with a focus on the regions’ specific
needs.
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2.1.2  Strengthening regional integration in the ESA region

EPAs have, as one of their pillars, economic and trade cooperation. In terms of trade cooperation, the CPA,
with its non-reciprocal market access arrangements, are being replaced with regional EPAs, with reciprocal
market access arrangements as stipulated under Article XXIV of the General Agreement on Tariffs and Trade
(GATT) 1994.

The underlying theory behind the economic and trade pillar is that implementing a rules-based, predictable,
free trade agreement between the Parties of the EU-ESA EPA would be one of several factors to attract direct
investment into the productive sectors of the EPA countries, with these investors keen to take advantage of
the preferential market access being offered under the EPA. Although there has been direct investment into
the productive economies of the ESA countries, and although trade between the ESA5 and the EU has
increased, the levels of direct investment, and the levels of increased trade, has not been significant enough
to have a marked impact on poverty reduction or job creation. It should be recognised that implementation of
the tariff reduction schedule is still ongoing, so the full effects of the market access component of the EPA are
yet to be realised. However, this not-withstanding, there have been challenges and shortfalls in the
implementation of the interim EPA that have started to be addressed under the interim EPA or will be
addressed in the implementation of the full EPA.

One specific challenge faced by the ESA countries is whether they can use EPAs to deepen regional
integration or whether EPAs will further complicate the regional trading arrangements already in place.
Comoros, Madagascar, Mauritius, Seychelles, and Zimbabwe are all members of the COMESA and SADC
and are also signatories to the AfCFTA. The ESA5 countries, therefore, already belong to two overlapping
regional trade agreements and an overlapping continental free trade agreement, each with different
modalities and procedures. This complicates trading arrangements for ESA importers and exporters. For
example, in any preferential trade agreement, RoO need to be in place to avoid, as much as possible, trade
diversion and trade deflection. The challenge, therefore, is not that there are RoO in place, but that ESA5
traders will need to familiarise themselves with four different RoO (COMESA, SADC, AfCFTA and EU-ESA
EPA) if they are to take advantages of preferences offered. RoO are not always easy to understand, and
sometimes difficult to comply with (see the Chapter on RoO for a detailed discussion on the implementation of
RoO). If the ESA5 traders do not understand how to comply with the RoO, or the cost of compliance is
considered greater than the MFN tariff, then traders will opt to trade with other COMESA, SADC, African and
EU countries under MFN conditions.

The interim EPA has assisted with regional integration in that it has:

= provided the possibility for cumulation® both with other ESA states and, with other ESA states and
with other ACP countries party to regional agreements, such as COMESA and SADC countries or
other ACP countries.

= allowed ESA States to maintain regional preferences among themselves and with other African
countries and regions without the obligation to extend them to the EU. This is an extremely important
provision, especially in the context of the AfCFTA and the COMESA and SADC FTAs.

2.1.3 Asymmetry, Special and Differential Treatment and Variable Geometry

Article XXIV of GATT stipulates that restrictions should be lifted on ‘substantially all trade’ in a free trade
agreement. The EU has taken a very liberal interpretation on what constitutes “substantially all trade”
and, by doing so, has maintained asymmetry in the EU-ESA EPA while still being in full compliance
with Article XXIV of GATT. The extent to which trade is liberalised between Parties entering into a free trade

5 Provided the administrative requirements are fulfilled, including the conclusion of adequate arrangements on administrative cooperation
and its notification in the EU, in accordance with provisions of Protocol 1.
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agreement can be determined by the number of tariff lines on which preferences are given or by the value of
trade liberalised. The EU’s interpretation of Article XXIV is that an FTA should entail liberalisation of 90 per
cent of the total value of trade among the parties. The 90 per cent threshold is the average of total trade
between the partners, allowing for an asymmetrical approach to liberalisation. In the EU-ESA EPA context, as
the EU is liberalising 100 per cent of its trade, ESA countries could, if they so wished, liberalise a maximum of
80 per cent of their trade, so 90 per cent of total trade is liberalised between the Parties. De facto, by this liberal
interpretation, the EU is allowing up to 20 per cent of the total value of trade between the two countries to be
non-reciprocal trade and allowing ESA countries to protect products they consider to be sensitive, but to do
this within the provisions of Article XXIV of GATT.

In addition, the EU has allowed a long adjustment period, allowing the ESA countries until 2022 to fully
implement the agreed tariff adjustment schedule. As the EU has maintained duty-free quota-free market
access from the CPA into the EPA, this has also introduced an element of asymmetry.

Special and Differential Treatment (SDT) for the ESA LDCs is to be provided to take account of the
vulnerability of small landlocked and island countries, including the level and pace of trade
liberalisation. The countries that make up the ESA5 have different phase-down schedules, although all need
to complete the phase-down schedules by 2022, and different percentages of tariff lines that are liberalised,
reflecting SDT being applied. The interim EPA allows variable geometry in that it allows an ESA State in a
position to do so to undertake liberalisation within an earlier timeframe and schedule.

The interim EPA provides for inclusiveness of application of development cooperation provisions such that
ESA LDCs not in a position to conclude a tariff offer should be able to benefit from all aspects of the EPA.
Given that the provisions for economic and development cooperation are in the CPA and the associated EDF,
ACP members can benefit from economic and development cooperation, whether or not they are implementing
an EPA.

2.1.4 Late Entry

The interim EPA allows ESA LDCs that have not yet submitted tariff reduction offers to do so after the signature
of the interim Agreement on the same or flexible conditions and to benefit fully from its provisions. Although
these provisions existed in the interim EPA, Zambia, which was part of the original interim EPA negotiations,
did not take advantage of the provision as it has not submitted a tariff liberalisation schedule under the EPA.
It would seem appropriate to maintain the same provision in the comprehensive EPA so that a member of the
ESA grouping could join the EPA but this would have to be done by the new member accepting all conditions
of the comprehensive EPA and an immediate tariff phase-down if the country joined the EPA after 2022,
meaning that the new entrant would not be able to renegotiate any of the terms of the comprehensive EPA.6

2.2 Market Access

2.2.1 Implementation of market access commitments by the EU

The EU has reduced all tariffs to zero on goods that are classified under the EU-ESA EPA as originating from
the ESA EPA countries. In introducing the EPAs, the the RoO relating to fishing in that there is no longer a
provision on the nationality of the crew were changed. The EU has carried over its market access provisions
from the Cotonou Partnership Agreement but, especially under RoO.

As well as the changes introduced in the concept of originating products, other changes include:

6 This will be addressed further in the SIA report
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= Allowing for ‘accounting segregation’ for materials. Accounting segregation determines how non-
originating and originating fungible materials should be tracked (accounted for) when both types are
stored together. It allows both types of materials to be tracked not through physical identification and
separation but based on an accounting or inventory management system.

= Replacing the provision on ‘direct transport’ by a rule on ‘non-alteration’, which is advantageous to
small island countries and land-locked countries as these countries will have difficulty in having direct
transport routes to Europe, for example, as logistics will almost certainly involve transport to a hub in
a third country and transport on from there. The inclusion of the non-alteration rule could contribute, in
a significant way, to trade facilitation between ESA countries and the EU and could be considered best
practice in implementing preferential RoO.

= Anamendment that allows an ESA country or the EU, or both, to move to self-certification by registered
exporters as proof of origin. This option must be activated through a notification to the Customs
Cooperation Committee. The EU has activated this clause and has been implementing the Registered
Exporter Scheme (REX) since the 13t of September 2020 and in accordance with the EU legislation.
The ESA countries have the option of using the Registered Exporter Scheme (REX) as well.

The EU has also supported improved market access, not just in the ESA5 countries, but in all ACP countries
through financing Aid-for-Trade programmes that specifically target customs reform and capacity building,
removal of non-tariff barriers, and improvements in trade and transport logistics, especially along transport and
transit corridors.

Other measures that have been introduced by the EU that have improved the trade environment with the ESA
EPA countries include the cessation of export subsidies on all products exported to EPA countries (since
2014); measures with production and trade-distorting effects minimised and the introduction of measures that
are designed to protect ESA5 industry from sudden import surges from Europe. The EPA has also included
cooperation on technical barriers to trade and in trading and consumer standards in mainly food — animal and
plant health.

The EU is considered to be in full compliance with its EPA market access commitments.

2.2.2 Implementation of market access commitments by the ESAS states

In 2009 Mauritius, Seychelles, Zimbabwe and Madagascar signed the interim EPA and the Agreement has
been provisionally applied since 14 May 2012. Comoros has provisionally applied the EPA since 7 February
2019.

The main market access commitments and obligations for the ESA EPA countries of the Agreement, in legal
terms, are outlined in Chapter Il (Trade Regime for Goods), Article 5 through to Article 24 of the Official Journal
of the EU (L111 of 24 April 2012) and Annexes.

ESA countries have committed, by 2022, to phase out duties partially, in line with their individual schedules
annexed to the interim EPA, as follows:

= Madagascar is to liberalise 81 per cent of EU imports

= Mauritius is to liberalise 96 per cent of EU imports

= Seychelles is to liberalise 98 per cent of EU imports

= Zimbabwe is to liberalise 80 per cent of EU imports. Following negotiations and agreement with the
EU, Zimbabwe revised its tariff liberalisation schedule but maintained the end date of tariff liberalisation
as 2022.
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Sensitive products, which make up 19 per cent of Madagascar’s imports from the EU, 4 per cent of Mauritius’s
imports from the EU, 2 per cent of Seychelles’ imports from the EU and 20 per cent of Zimbabwe’s imports
from the EU, are completely excluded from liberalisation. Main exclusions from liberalisation include:

= Madagascar: meat, milk and cheese, fisheries, vegetables, cereals, oils and fats, edible preparations,
sugar, cocoa, beverages, tobacco, chemicals, plastic and paper articles, textiles, metal articles,
furniture.

= Mauritius: live animals and meat, edible products of animal origin, fats, edible preparations and
beverages, chemicals, plastics and rubber articles of leather and fur skins, iron & steel and consumer
electronic goods

= Seychelles: meat, fisheries, beverages, tobacco, leather articles, glass and ceramics products and
vehicles

= Zimbabwe: products of animal origin, cereals, beverages paper, plastics and rubber, textiles and
clothing, footwear, glass and ceramics, consumer electronics and vehicles.

The ESA EPA countries have, as yet not adopted self-certification by registered exporters as proof of origin so
to qualify for preferential duty rates, products originating in ESA countries must be accompanied by a proof of
origin, which remains valid for 10 months, and can be either:

= A Movement Certificate EUR.1 - issued by the customs authorities of the ESA exporting country and
supported by documents proving the originating status of the products concerned on request and fulfil
the other requirements of the RoO Protocol.

= Aninvoice declaration — issued by an ESA exporter for consignments valued at €6,000 or less, or by
approved exporters, for consignments of any value.

ESA countries have, by and large, complied with selected commitments, meaning the ESA4 (Comoros
has just started the process) have complied with commitments where there is a clear process that
needs to be committed to, under Chapter Il of the interim EPA Agreement.

2.3 Levels of Awareness

During the study, CSOs, Government Officials, national trade promotion agencies, national Revenue
Authorities, national Chambers of Commerce, Trade and Industry and private sector companies were
interviewed to get an understanding of the levels of awareness faced by ESA5 economic operators in
implementing the interim EPA.

The level of awareness of the interim EPA varies by country and by government authority and within
the private sector and industry. In all ESA5 countries the level of awareness of government officials in
economic ministries, such as ministries dealing with trade, industry, finance and agriculture, are reported to be
high. The government officials are aware of the EPA and are also familiar with the processes and procedures
that need to be complied with to get preferential market access to the EU market under the interim EPA. It is
reported that other government ministry officials usually do not have a high level of awareness of the ESA
EPA, but this is not considered to be a challenge as these non-economic ministries are not mainstreamed into
the trade agenda.”

” There has been a discussion on whether other government departments should be involved to ensure compliance with labour and human
rights components of the EPA but as the EPA provisions do not go beyond other international commitments made by the ESA5 countries
on labour and human rights, there is no apparent reason for these ministries and government agencies to focus specifically on these
provisions in the EPA.
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Ministries and agencies addressing small and medium-sized enterprises issues were reported as not
being specifically aware of the provisions of the EPA. In discussions with ESA5 government officials and
trade promotion agencies, it was pointed out that enterprises that are classified as SMEs in the ESA5 countries
are usually too small to compete in the EU market. Thus, a low level of awareness amongst SMEs and those
in government working with SMEs is also not a major challenge to the implementation of the EPA. SMEs are
not able to benefit from economies of scale to participate in global supply chains or have the resources to
comply with EPA requirements.

There is an increasing interest in EPA negotiations by civil society in Zimbabwe, Madagascar,
Mauritius and Seychelles. Whereas Zimbabwe still leads in the number of CSOs following the negotiations,
there has been an impressive rise in the number of CSOs from Madagascar and Seychelles engaged in EPA
negotiations. This was observed from the frequency of articles and blogs on the negotiations published by the
CSOs,? self-organised national consultative meetings on EPA negotiations,® and the incorporation of a trade
agenda by CSOs in their strategic plans and work plans. CSOs who have higher than average levels of
awareness displayed the following characteristics.°

= They work on socio-economic development issues including trade; investment; intellectual property;
human rights; environment; climate change, debt and agriculture as part of their mandates.

= They were members of Civil Society networks such as Africa Trade Network; AFRODAD; Economic
Justice Network; Pan African Climate Justice Alliance (PACJA) and Third World Network-Africa, who
have played a critical role in raising awareness and building the capacity of their members in research
and advocacy on trade and trade-related policies and negotiations.

= They are networked with relevant Government Ministries, Departments and Agencies (MDAs)
including Ministries of Trade, Agriculture, Foreign Affairs and the Revenue Authorities. Some of the
CSOs, such as the Zimbabwe Council of Churches, are reported to be periodically consulted on EPA
implementation.

8 See the following links to some knowledge products on EPA Negotiations that respondents quoted: Zimbabwe CSOs Statement on
Europe's unfair trade deals: Link: https://equinetafrica.org/newsletter/id/32225, EPA update for the African, Caribbean And Pacific (ACP)
group link: http://ictsd.org/i/news/tni/110497/, Updating on the EPA Negotiations EU ESA Group Link: http://aefjn.org/en/updating-on-the-
epa-negotiations-eu-esa-group/, ESA CSO Statement on the EPA. Link:
https://www.equinetafrica.org/sites/default/files/uploads/documents/ESAtrade020607.pdf, EU-Eastern and Southern Africa EPA faces
collapse. Link: https://www.bilaterals.org/?eu-eastern-and-southern-africa-epa, Seychelles hosts meeting with EU, African states on
economic partnership. Link: https://www.bilaterals.org/?seychelles-hosts-meeting-with-eu, Protecting public health and equitable health
services in the services negotiations of the EU-ESA Economic Partnership Agreements. Link:
https://www.equinetafrica.org/sites/default/files/uploads/documents/DIS72EPAservices.pdf, From Antagonism to Re-engagement:
Zimbabwe's  Trade  Negotiations. Link:  https://books.google.co.ug/books ?id=C-kvDWAAQBAJ&pg=PA4&Ipg=PA4&dq=ESA-
EU+EPA+negotiations+AFRODAD&source=bl&ots=ng-DjSyCAf&sig=ACfUUOVXIQUL4t-
v/w4fmYU4HgRYYLMLg&hl=en&sa=X&ved=2ahUKEwi8tpS uZvwAhXx7 OAKHThMCr4Q6AEwCHoECAUQAw#v=onepage&g=ESA-
EU%20EPA%20negotiations%20AFRODAD&f=false.

% Interviews conducted revealed that 16 Civil Society Organizations have and periodically organize meetings on EPA negotiations in order
to understand the state of play, generate positions and support their Countries to engage in EPA Negotiations and implementation of the
interim EPA. These include: : ZimTrade; Zimbabwe Council of Churches; National Women Entrepreneur Council-Mauritius; Citizens
Engagement Platform Seychelles; Green Islands Foundation-Seychelles; Centre for Rights and Development-Seychelles; Seychelles
Farmers Association; Plateforme Nationale de la Societe Civile Malgache; Malagasy Syndicate of Organic Agriculture (SYMABIO);
Environmental Protection and Conservation Organisation (EPCO)-Mauritius; Civil Society Forum-Mauritius; African Forum and Network
on Debt and Development; SADAC Council NGO; Zimbabwe Coalition of Debt and Development; Zimbabwe Smallholder Organic
Farmers’ Forum (ZIMSOFF); Southern and Eastern Africa Trade Information and Negotiations Institute (SEATINI)-Zimbabwe; and
EQUINET Africa. These also reveal that they have since revised their respective Organisational Strategic Plans to add aspects of Trade
Justice and EPA negotiations.

0 The fact that no CSOs registered to participate in the recently concluded EPA Civil Society Dialogue on the negotiations to deepen the
EU-ESAS EPA, is probably best explained by the fact that the Civil Society Dialogues organised by DG Trade targets the European civil
society, so it is not really surprising that there were no CSOs from ESA patrticipating.
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Access to information on EPAs comes from many sources but mainly from the internet and websites such as
the EU’s expansive website(s); ESA5 government websites, including national trade portals and the websites
of trade promotion agencies, Bilaterals.org, SEATINI Zimbabwe, Economic Justice Network and Third World
Network Africa. Many of the ESAS government websites give access to the legal text of the EPA as published
in the EU’s official Journal. There is also a rich source of information and interpretation of EPA provisions in
research and consultancy reports. Many of these reports have been prepared using EU resources.

Trade promotion agencies and the private export sector are very aware of EPA provisions and how to
benefit from EU preferential market access. The trade promotion agencies actively promote the EPA and
assistance is provided through the trade promotion agencies to the export sector to strengthen the export
sector in ways that allow them to benefit from EU market access preferences. Numerous examples were given
by the national trade promotion agencies of assistance provided through the EU (EDF), or EU member states
through bilateral aid, to specific sectors and specific industries. This assistance is targeted to improve
competitiveness, such as how to reduce costs of production or improve packaging, and to ensure compliance
with EU market access regulations, such as TBT and SPS. This indicates a high level of awareness of the
EPA by government officials (as they need to apply for this assistance), of trade promotion agencies (as they
need to be involved in the project itself) and the productive sector or industry (the ultimate beneficiary).

2.4 Main Obstacles and Challenges to Implementation

The main obstacles and challenges to implementation of the ESA interim EPA include the following:

2.4.1 Mitigating tariff loss

One of the negative aspects of a free trade agreement, at least at the start of implementation, is the tariff loss
that takes place because of the introduction of duty-free market access on products that, before the
introduction of the free trade area, were dutiable. This is especially the case when countries are heavily
dependent on trade taxes to finance the governments’ budgets, which is the case for most of the ESA
countries. Although it is recognised that the introduction of an FTA will cause tariff losses, there may not be an
overall loss to the fiscus as tariff losses can be, and often are, compensated through higher compliance levels
and other taxes (such as VAT) coming into play. However, the challenge for ESA5 countries is the immediate
impact of tariff reductions on government revenue and the associated delay (lag) in other factors that will
compensate for the tariff loss and how to manage the budget in the lag period with reduced revenue streams.
The EPA process mitigates a sharp revenue fall because of tariff loss by allowing a long phase-down period —
in the ESA EPA case the adjustment period is 10 years, but some countries, Zimbabwe being a case in point,
have had difficulties in sequencing their tariff phase-down process.

2.4.2 Compliance challenges

The ESAS5 private sector companies, including SMEs, find it difficult to take advantage of opportunities
presented through the EPA because of quality constraints, costs of production and costs of logistics. The
business sector in the ESAS5 is not strategically positioned to meaningfully export to the European market and,
with business capacity utilisation dropping to about 27 per cent because of the effects of COVID-19, this
position can only get worse. Companies reported difficulties in complying with EU Standards and SPS
measures, including the REACH (Registration, Evaluation, Authorisation and Restriction of Chemicals)
regulation that has become extremely costly for SMEs in terms of compliance costs.'! Private standards also
constitute an additional barrier to the private sector and SMEs in ESA5 to access the EU Market.

" No specific figures were reported by stakeholders during the interviews.
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2.4.3 Low levels of investment

One of the expected outcomes of the EPA process was to attract higher levels of investment into the productive
sectors of the ESA EPA countries, with the investors taking advantage of improved market access conditions
into the EU market. However, although there has been investment taking place, this is not at the level that has
been expected. The main reason for this cannot be addressed through the EPA but would need improvements
in governance, reduction in non-tariff barriers, full compliance with the WTO’s Trade Facilitation Agreement,
and, generally, a more stable investment climate in the ESAS5 countries.

2.4.4 Low levels of cumulation

The EPA allows for cumulation with other ESA5 countries and the EU and, through the signing of an
Administrative Cooperation Agreement, with countries within the same Trade Agreement region. Cumulation
allows producers to comply with RoO, and so benefit from preferential market access provisions into the EU
and other ESA EPA countries by switching from suppliers of intermediate goods in third countries to suppliers
in countries with which the country the producer is located can cumulate with. The low levels of cumulation in
the ESA EPA countries could be because other ESA EPA countries do not produce the required intermediate
goods, or because it is too expensive to import intermediate goods from the EU, or because the required
intermediate goods are not made in the EU. Whatever the reason, cumulation levels within the ESAS are low
and, although ESAS5 countries have signed Administrative Cooperation Agreements with non-ESAS5 countries,
these Administrative Cooperation Agreements have not been utilised.

2.4.5 Capacity building

ESA5 countries need more capacity building activities. The National EPA Committees or another body
could coordinate the capacity building activities required to allow CSOs, government departments and industry
to actively participate not only in developing negotiating positions (which would also benefit the country in all
other negotiations, including the AfCFTA negotiations) but also in benefiting from the EPAs themselves. For
example, there has been a lot of generic capacity building in RoO, but this is not adequate for the industry.
The industry needs to delve into the specific RoO for the products it makes and to understand whether it can
comply with the RoO as they are now. If they cannot comply, they would need to understand what needed to
change, either in the processes they follow or in the RoO themselves, to allow them to benefit from the EPA.
They would then need to either make changes in the supply and value chains they use and so benefit from
cumulation provisions to a greater extent or convince the ESA5 countries to negotiate a change in the RoO
with the EU. This would require continuous capacity building, most probably provided through the national
Chambers of Commerce or Ministry responsible for Industry, rather than from short term technical assistance
programmes such as TradeCom II.

2.4.6  Visibility and Flow of information

ESAS5 countries need to improve the visibility and flow of information. The NEPAC could also be
responsible for improving the visibility and flow of information on EPAs, outlining the possible advantages as
well as explaining what mitigation is being done to address the negative aspects of EPAs. This improvement
in visibility and information flows could take advantage of social media platforms, websites, public meetings,
radio programmes and television programmes. The communication strategy could be a part of the National
EPA Plan, which could be developed in the same way that Diagnostic Trade Integration Studies are done
under the Enhanced Integrated framework.
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3. RoO

3.1 Introduction

The overall framework governing RoO is contained in Annex VII of Decision 1/2020.'2 It is based on PSR,
these being wholly obtained rules, an ad valorem percentage rule, based on maximum amounts of non-
originating materials, change of tariff classification rules and specific working or processing requirements. For
some products alternative PSR are provided, often a choice between a change of tariff heading and an ad
valorem percentage requirement, with a lower ad valorem percentage allowance for non-originating materials.
This is the case, for instance, for the main PSR for Chapter 85 (generators, electric motors, apparatus for
communication in a wireless network, microphones, video recording equipment, etc.) where the requirement
is either “ Manufacture in which all the materials used are classified within a heading other than that of the
product, and the value of all the materials used does not exceed 40% of the ex-works price of the product; or
Manufacture in which the value of all the materials used does not exceed 30% of the ex-works price of the
product”.

3.2 RoO - Information Sources

The most comprehensive and authoritative source of information on RoO is the Official Journal of the EU,
volume 63 (L93 of 27th March 2020). This is replicated on various national websites and portals in the ESAS
countries, both on government and private sector websites such as on the Mauritius Chamber of Commerce
and the Mauritius Revenue Authority websites.

Concerning the dissemination of information on RoO, survey results suggest that the ESA5 stakeholders use
the EU’s Official Journal or website; national Customs; and websites of respective government, chambers of
commerce, and trading community associations. The survey results suggest that there is scope for increasing
awareness on RoO through increasing the capacity of Chambers of Commerce and exporter associations.
The EU (DG Trade) has recently launched a Rules of Origin Self-Assessment (ROSA) website'® which is an
interactive website that covers imports into the EU and exports out of the EU with countries with the main EU
FTAs partner countries. EPA agreements will be included in ROSA mid/end 2021. The EU-ESA EPA will be
included once reviewed. This would be a valuable resource for exporters and importers in the ESA countries
as well as Customs administrations in these countries. Another valuable source of information on preferential
RoO is the ITC RoO facilitator website. '* This website does cover imports and exports under the EU-ESA EPA
and provides what the MFN rate is and what the preferential rate is if RoO are complied with.

3.3 Preference Utilisation by ESA Countries into the EU'®

In a paper from DG Trade entitled “Creating opportunities for EU and African Businesses”’® the point is made
that the ESA EPA provides free access to the EU market for all products made in the ESA5. Other benefits

2 The RoO for the ESA Interim EPA are contained in E2012/196/EC: Council Decision of 13 July 200912. On 14 January 2020, the EPA
Committee adopted Decision No 1/2020 (OJ L 93, 27 March 2020)'? which entered into force on 31 March 2020 and amended certain
provisions of Protocol 1. The text of Protocol 1, defining the concept of ‘originating products’ and methods of administrative cooperation
to the Interim Agreement, is replaced by the text set out in the Annex to Decision 1/2020 of the EPA Committee. In addition to amending
the definition of the concept of ‘originating products’ and methods of administrative cooperation, Decision 1/2020 of the EPA Committee
allows for ‘accounting segregation’ for materials, replaces the provision on ‘direct transport’ by a rule on ‘non-alteration’ and introduces
the possibility of using the Registered Exporter Scheme (REX) for EU exports to the ESA countries. The inclusion of the non- alteration
rule could contribute, in a significant way, to trade facilitation between ESA countries and the EU and could be considered best practice
in implementing preferential RoO.

'3 hitps.//trade. ec.europa.eu/access-to-markets/en/content/presenting-rosa

4 https./ffindrulesoforigin.org/

5 See Annex VII: Appendix 1-5.

'6 https.//trade.ec.europa.eu/doclib/docs/2020/october/tradoc 158986.pdf
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related to RoO for the ESA EPA countries are that flexible RoO and cumulation that gives firms more choice
when organising their supply chains while still benefitting from duty-free access to the EU market. The main
exports of the ESA EPA countries, by value, to the EU in 2019 were tuna, vanilla, textiles, cane sugar, tobacco,
diamonds and crustaceans.!”

To estimate the effectiveness of the EU-ESA EPA we have used the EuroStat database to calculate PUR for
the EU into the ESA markets and for the ESA countries into the EU market and these derived PUR are given
in the annexes to this paper. The PUR is the value of utilised preferences as a share of the value of eligible
preferential trade.

What is evident from the data is that for EPA eligible exports from Madagascar, Mauritius, Seychelles and
Zimbabwe (Comoros is excluded because it has only recently ratified the EU-ESA EPA) the four EU-ESA
EPA countries make significant use of the EPA preferences made available to them by the EU. Aimost
all exports of originating goods from Madagascar and Mauritius enter the EU market free of duty and about 97
per cent of originating goods from Seychelles and 96 per cent of Zimbabwe’s originating exports enter the EU
market free of duties. There are various reasons why not all of ESA’s originating goods are entering the EU
market free of duties, including because exporters are not completing the required EUR1 forms or may not
have fulfilled the direct consignment requirements rule before it was changed to a non-alteration rule. The
direct consignment rule was a difficult rule for the ESA countries to comply with because, being islands or
landlocked, they need to tranship their goods via third countries either for geographical or logistical reasons.
The newly adopted non-alteration rule may obviate such difficulties. For some exporters, the cost of
compliance with administrative formalities to obtain a certificate of origin, either in the time it takes or the
financial cost, may be more than the MFN duties paid and, therefore, these exporters may opt to not use trade
preferences at all.

Apart from base metals and nickel, which are not dutiable in the EU, most exports from Madagascar have
high PUR. All fish and fish products that enter the EU market are classified as originating from Madagascar,
which means that this fish has been caught by fishing vessels that are registered in an EC Member State or
an ESAS5 State and which sail under the flag of an EC Member State or of an ESA5 State and which are at
least 50 per cent owned by nationals of an EC Member State or an ESA5 State; or are owned by EC Member
State or in an ESAS5 State as defined in Article 6.2 of Protocol 1.

Madagascar also has a garments and apparel industry that benefits from preferential market access into the
EU. Madagascar managed to benefit even from the double transformation RoO that applied to garments
and apparel when they existed by encouraging firms with vertical integration to import yarn, make fabric and
then make garments. In a report entitled “Where Trade and Industrial Policy Converge: How Developing
Countries Can Utilize Trade Preferences to Generate Sustainable, Local Growth in the Garment Sector’ by
Colette van der Ven in the International Lawyer publication, '8 it is noted that “In Madagascar's case, the vertical
integration of its apparel industry with Mauritius-also an ACP country-enabled it to meet the double
transformation requirement”.1®

Mauritius takes maximum advantage of preference margins offered by the EU. This was the case under
the Lomé and Cotonou agreements as well as under the ESA EPA. Mauritius’s biggest export into the EU is
Chapter 16 products, which, in this case, is tinned fish from Princess Tuna. All fish and fish products exported
into the EU by Mauritius are deemed to be originating from the ESA EPA region which means, as is the case
for Madagascair, that fish tinned and exported by Princes Tuna factory?° to the EU is caught by fishing vessels

7 Ibid.

'8 https.//core.ac.uk/download/pdf/216908861.pdf

9 Ibid. Page 71.

20 see https.//www.princesgroup.com/location/princes-tuna-mauritius-riche-terre/
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owned by EU or ESA companies or is within the derogation allowing non-originating fish to be classified as
originating fish.

The second largest export from Mauritius into the EU are goods classified under Chapter 61, so articles of
apparel and clothing accessories, not knitted or crocheted. Mauritius has a history of developing industries on
the back of EU preferences and has incorporated preferences into its industrialisation and trade policies and
strategies. For example, its tuna canning industry buys tuna from, usually, EU owned fishing vessels that are
fishing in the ESA EPA countries’ Exclusive Economic Zones (EEZs) and beyond, so that they benefit from
preferences into the EU market.

The main exports from Seychelles to the EU are frozen fish (HS Chapter 03) and canned tuna (HS
Chapter 16). The tuna is mainly caught by purse seiner fishing vessels owned by EU nationals and the fish is
brought into Victoria fishing harbour on Mahé island. It is then either transferred frozen into reefers and
transported, or transhipped, to the EU (this being the HS Chapter 3 fish) or landed in Victoria harbour and
moved to the Thai Union Indian Ocean Tuna Limited (IOT) factory where the fish is canned, and the canned
fish exported all over the world, including to EU countries.

From the data available, the third largest export from Seychelles into the EU is mineral fuels, mineral oils
and products of their distillation; bituminous substances; mineral waxes of a limited value of around USD8
million. Although all of this is dutiable and EPA eligible, none of these exports benefit from EPA preferences
probably because these products are not originating and/or are re-exports. Further analysis at the national
level to identify the reasons for the non-utilisation of trade preferences could usefully be carried out.

The fourth largest export from Seychelles to the EU is products of HS Chapter 90. High tech companies
have been encouraged to set up in Seychelles. One of these is Chelle Medical Limited, a subsidiary of Venner
Capital SA. Chelle has operated as a medical device assembly contract manufacturer in the International Trade
Zone Sector of Seychelles since 1996. These products are not dutiable so enter the EU free of duty without
having to use EPA preferences. The fifth largest export from Seychelles to the EU is products of HS Chapter
15, which is most probably a by-product from the fish canning process and is fish oil. Again, this product is not
dutiable so enters the EU free of duty without having to use EPA preferences.

3.4 Preference Utilisation by EU into ESA Countries?!

The EU has been offering duty-free, quota-free market access on all goods originating from the ACP into the
EU market for decades and not expecting reciprocity. However, this changed with the introduction of the EPAs
and now the EU expects reciprocal treatment, meaning that the EU wants duty-free, quota-free market access
into the EPA signatory countries on substantially all trade and in compliance with Article XXIV of GATT. The
EPA countries are phasing in this preferential market access and will also maintain a list of sensitive products
and are progressively reducing tariffs to zero for 80% or more of their EU imports, according to a schedule of
tariff reductions. Once the tariff reduction schedules are complete:

= Madagascar should have reduced 81 per cent of its tariff lines to zero. However, after 2022,
Madagascar will continue to protect what it determines to be sensitive products, or to protect tax
revenues, on goods such as meat, milk and cheese, fisheries, vegetables, cereals, oils and fats, edible
preparations, sugar, cocoa, beverages, tobacco, chemicals, plastic and paper articles, textiles, metal
articles, furniture.

» Mauritius should have reduced 96 per cent of its tariffs to zero by 2022. After 2022 Mauritius will not
reduce tariffs on goods such as live animals and meat, edible products of animal origin, fats, edible

21 See Appendix 6.
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preparations and beverages, chemicals, plastics and rubber articles of leather and fur skins, iron and
steel and consumer electronic goods.

= Seychelles should have reduced 98 per cent of its tariffs to the EU to zero by 2022. After 2022
Seychelles will still maintain tariffs on goods from the EU including Meat, fisheries, beverages, tobacco,
leather articles, glass and ceramics products and vehicles.

= Zimbabwe should have reduced 80 per cent of tariffs to the EU by 2022 but, after 2022 will continue
to impose tariffs on products of animal origin, cereals, beverages paper, plastics and rubber, textiles
and clothing, footwear, glass and ceramics, consumer electronic and vehicles, from the EU.

Although the ESA EPA states have not completed their tariff reduction schedules, they have started the
reduction process, and this has increased in goods coming from the EU into the ESA EPA countries. In 2019,
exports of wheat and meslin from the EU to the ESA EPA countries increased by 20 per cent (an increase in
value of €6.8 million).??

From calculations done by the COMESA Secretariat?® using COMSTAT data, PUR for EU goods entering the
markets of Madagascar, Mauritius, Seychelles, and Zimbabwe are lower than those of EU from ESA countries.
The highest PUR) for the top ten EU imports into Madagascar is for Chapter 73 (Articles of iron or steel) with
a PUR of 44 per cent. There are three Chapters where the PUR is between 21 per cent and 25 per cent
(Articles classified under Chapters 85, 84 and 39) and one at 13 per cent (vehicles) but, for the rest of the top
ten imports, by Chapter Head, there is no utilisation of preferences.

The highest reported PUR for the EU into Mauritius is 63 per cent for goods under Chapter 23 (animal fodder)
and a 10 per cent PUR for products classified under Chapter 22 (beverages, spirits and vinegar). The rest of
the PURs are 3 per cent or lower.

For Seychelles, six of the top ten imports from the EU have PURs of between 35 per cent and 49 per cent
(vegetables; fruit and nuts; coffee, tea and spices; processed fish and meat; miscellaneous edible
preparations; and cereals, flour, starch or milk) while PURs for the rest of the top ten imports are between 5
per cent and zero.

For Zimbabwe, the highest PUR of the top ten imports from the EU is 7.7 per cent which implies that Zimbabwe
has not, yet, made as much progress in its tariff reduction schedule as other ESA EPA countries have.

The PURs available give an indication of the progress being made by the ESA EPA countries and it is expected
that, as the ESA EPA countries complete implementation of their tariff reduction schedules and start to use
the EPAs more to their advantage, the PUR will also increase.

3.5 Challenges
The main challenges in determining and applying RoO include the following:
a) Involving industry in determining ESA EPA negotiating positions on RoO. The EPA RoO (and

most preferential RoO governing African free trade agreements) have their origins in the Lomé
Convention, signed in 1975 when manufacturing processes were different from those used 45 years

2 https.//trade.ec.europa.eu/doclib/docs/2020/october/tradoc _158986.pdf
25 This is an ongoing study COMESA is conducting in partnership with the Division for Africa, Least Developed Countries and Special
Programmes of UNCTAD.

55


https://trade.ec.europa.eu/doclib/docs/2020/october/tradoc_158986.pdf

SIA in support of negotiations with ESA5
Ex-Post Evaluation

later.?* There is no doubt that there have been significant changes made by the EU in the PSR which
reflect modern manufacturing processes, including the reforms made to the GSP RoO in 2011, and
other related reforms, especially for LDCs.25 There is a case to be made that the requirements of some
PSR under the current EU-ESA EPA Annex |l are not reflecting the manufacturing realities of ESA
countries. Compliance with such PSR may demand an investment that may not be commercially viable
or because components are not available and cannot be sourced locally or at competitive prices from
within the African continent. The alternative is to use cumulation with EU, if commercially viable,2¢ or
allow higher thresholds of non-originating materials and/or more lenient PSR requirements (more
liberal change of tariff classification and /or specific working or processing) that are closer to business
realities of the manufacturing (or assembly) process. This discussion needs to involve the private
sector, and in particular potential investors in “new industries” and these stakeholders need to be
consulted by the ESA EPA trade negotiators when preferential RoO are negotiated.

b) Understanding of the RoO. Although access to the RoO themselves is not restricted in that the EU
and ESA countries provide access, usually through websites, to the interim EPA Agreement and
subsequent changes to the rules, understanding and interpreting the RoO is not easy for businesses,
especially small or medium-sized enterprises. Take, for example, the following RoO for essential oils,
perfumery, cosmetic or toilet preparations which is a product exported from the ESA into the EU:

HS
Heading

Description of product (2) Working or processing carried out on non-

originating materials that confer originating status
(3) or (4)

No (1)

ex Essential oils and resinoids; Manufacture in which all the Manufacture in
Chapter  perfumery, cosmetic or toilet materials used are classified within  which the value of
33 preparations; except for: a heading other than that of the all the materials
product. However, materials used does not
classified within the same heading  exceed 40% of the
may be used provided their value ex-works price of
does not exceed 20 % of the ex- the product
works price of the product
3301 Essential oils (terpeneless or not), Manufacture from materials of any =~ Manufacture in

including concretes and absolutes;
resinoids; extracted oleoresins;
concentrates of essential oils in
fats, in fixed oils, in waxes or the
like, obtained by enfleurage or
maceration; terpenic by-products of

heading, including materials of a
different “group” ('3) in this
heading. However, materials of the
same group may be used, provided
their value does not exceed 20 %
of the ex-works price of the product

which the value of
all the materials
used does not
exceed 40 % of the
ex-works price of
the product

the determination of essential oils;
aqueous distillates and aqueous
solutions of essential oils

24 Take, for example, the manufacture of the Apple i-Phone, which has a “Made in China” sticker on the box. But the Apple i-Phone is not
actually manufactured in China, in the traditional sense, but assembled in China (mainly by a Taiwanese company — Foxconn) from
component parts obtained from all over the world. The value addition of the assembly process in China is about 4 per cent of the ex-
factory gate price of the i-Phone. The manufacture of smart phones, being high-value, low weight commodities requiring skilled labour,
could be an industry the ESA countries may wish to promote and use the EPA to secure investment in. But the ESA EPA RoO for a smart
phone (HS 8517) are Manufacture in which the value of all the materials used does not exceed 40 per cent of the ex-works price of the
product AND where the value of all the non-originating materials used does not exceed the value of the originating materials used OR
Manufacture in which the value of all the materials used does not exceed 25 per cent of the ex-works price of the product.

% For a summary of preferential RoO reforms, see https:/ec.europa.eu/taxation customs/business/calculation-customs-duties/rules-
origin/general-aspects-preferential-origin/new-developments en

26 The challenge will be that cif cost of items sourced from the EU will, most likely, be prohibitive, or that component parts used by the EU
are sourced from Asia.
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The understanding of such a rule or origin is time-consuming, and it may be necessary to involve more
than one set of expertise, such as expertise in tax compliance, production and procurement. A firm
may need to make a significant investment in first understanding how to comply with PSR
requirements and related administrative procedures and then invest further in complying with the PSR.
This must be done even before the firm can determine whether the costs of compliance will warrant
the savings incurred through taking advantage of preferences. The duty savings are proportional to
the preferential margin, which is the difference between MFN rates and preferential rates, which, in
the case of the EU-ESA EPA, is a duty rate of zero.

c) Being able to Adapt. Some countries, Mauritius being a good example, have based their trade and
industry strategies on taking advantage of preferential RoO. The sugar, processed fish and textile and
garment industries in Mauritius are examples of that country’s companies taking full advantage of the
preferential market access opportunities offered by the EU before the introduction of EPAs. Now that
conditions in Mauritius, in the EU and in the rest of the ACP, which is competition for Mauritius, have
changed, Mauritian industries need to adapt quickly to take account of these changes. Mauritius has
taken steps to adapt so, for example, has moved into niche markets for sugar and into service
industries. Mauritius has shown that it can adapt quicker and more substantially than other economies
in the ESA group. The other countries could take advantage of the development component of EPAs
to explore new sectors where there are opportunities to take advantage of and to put in place a
programme that will attract foreign direct investment into these sectors and new opportunities.

The above-mentioned challenges do not stop producers in the EU-ESA EPA from taking advantage of the
duty-free, quota-free market access offered by the EU under EPAs. The ESA countries (excluding Comoros)
have between 96 per cent and 100 per cent PUR in the EU. But exports benefitting from preferential market
access are in very few commodities and almost exclusively in wholly produced commodities, such as fish and
fish products, sugar, spices and nuts, which are regarded as traditional exports for the ESA EPA countries and
there is no available evidence to suggest that new investors are coming into the ESA countries to take
advantage of market access into the EU in sectors other than the traditional commodity-based markets.

Specific challenges on RoO raised by survey respondents, and not addressed elsewhere, including the
following:

= According to the surveys, the quota of the automatic derogation for fish is too low, while the specific
tolerance rules of 15% in the PSR for the fisheries sector are difficult to apply.?” Under the Cotonou
Partnership Agreement, there was an annual automatic derogation to use a total of 8,000 metric
tonnes of non-originating fish for canning and 2,000 metric tonnes of non-originating tuna loins for all
77 countries of the ACP group. A major gain for the EU-ESA EPA was to get the same volume of
automatic derogation for non-originating tuna for canning (8000 metric tons) for Mauritius, Seychelles
and Madagascar and non-originating tuna loins (2000 metric tons) for Mauritius and Seychelles.

= Thai Union 10T reported that there were times when it had difficultly securing enough tuna for its
cannery to operate at full capacity from the EU fishing vessels off-loading catch in Victoria. This was
a seasonal challenge as well as because of Yellowfin tuna catch limits. When the licensed EU vessels
were nearing their Yellowfin tuna catch limit, the vessel stayed in port, meaning that fewer vessels
were fishing so the overall catch available to Thai Union’s canning factory was reduced. Thai Union’s
Indian Ocean Tuna (IOT) cannery suggested that, under these circumstances, the 8,000-tonne
derogation should be re-assessed.

27 This is also a finding from the Fisheries study done for Seychelles by TradeCom Il “P045: Strengthening capacity to improve trade-
related SPS conformity and capacity building for competitive fisheries export in Seychelles”.
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= Thai Union IOT also suggested that the rules governing the 15 per cent de minimis needed further
clarification. It is, apparently, not allowed, or not a good practice at least, to put fish meat from more
than one fish into a can of tuna. Therefore, practically, a can of tuna cannot contain 15 per cent non-
originating fish and 85 per cent originating fish. The value tolerance (de minimis) therefore needs to
be calculated by consignment or use of another metric and it is this clarification that is being sought.

= The administrative burden to firms of proving compliance has been quoted as being onerous and
implies greater production costs to firms. It can involve maintaining batch-level production records,
identifying all materials used and the sourcing, costs, and origin status of those materials. Customs
are generally allowed to review and verify the origin of goods entered under preferences for around
five years after the goods are released, depending on the agreement. Firms that seek to benefit from
preference must be able to produce these records on demand at any point in that period.

3.6 Use of Cumulation

Customs and the Chambers of Commerce in Mauritius and Seychelles report that exporters are using bilateral
cumulation in the production of prepared or preserved fish (HS1604), vanilla pods (HS08905) and reduced-
sized models and similar recreational models (HS9503) but are unable to use the diagonal cumulation
provisions. This is because diagonal cumulation may become operational only when the conditions laid out in
paragraph 6 of article 4 of Protocol 1 on RoO of the EU-ESA EPA are fulfilled. These conditions are as follows:

“The cumulation provided in this Article may only be applied provided that:

a) the countries involved in the acquisition of the originating status and the country of destination have
concluded an agreement on administrative cooperation which ensures correct implementation of this
Article;

b) materials and products have acquired originating status by the application of the same RoO as
provided in this Protocol; “

ESA countries maintain that the conclusion of an agreement on administrative cooperation is particularly
burdensome. The Joint Undertaking on Administrative Cooperation for the implementation of cumulation
provisions contained in the EPAs make provision, amongst other things, for evidence of the origin of products,
materials, working and/or processing, conditions for the issuance and acceptance of proofs of origin,
notification of Customs Authorities, verification of proof of origin, verification of suppliers' declarations and a
dispute settlement mechanism. The ACP Secretariat has provided a model of an agreement of administrative
cooperation and consultants under TradeCom Il, and perhaps others, have explained the process of how to
conclude an Administrative Cooperation Agreement, and some ESA EPA countries have visited countries with
which they want to sign an Administrative Cooperation Agreements, and it is not clear why the ESA EPA
countries have difficulty in concluding these agreements, which would allow a greater level of cumulation to
take place.

3.7 Capacity of Customs

In general, Customs of ESA EPA countries can properly apply, implement and administer the preferential RoO
used in the EU-ESA interim EPA and have no major challenges in applying RoO including the system of
establishing the proofs of origin, subsequent verification of origin and administrative cooperation with the EU
Member States’ customs authorities.

There are some occasional challenges such as, for example, the classification of Omega 3 oil. There has been

some interest in Seychelles in producing Omega 3 oil and exporting the oil. The tariff classification for Omega
3 oil will depend on what processes are used to manufacture the Omega 3 oil. If, for example, the Omega 3
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oil is used as a medicament it could be classified under HS30.03 or HS30.04. If it is not chemically modified it
could be classified under 15.16 but if it is chemically modified, it could be classified under HS15.17. However,
these kinds of issues are not intractable and can be solved through a discussion between the relevant ESA
country’s Customs and DG TAXUD and/or the customs authority of the EU country the product is going to and
an agreement (advance ruling even) can be reached. ESA Customs authorities have the capacity and
capability to have these discussions and to make the necessary agreements. What is needed is to strengthen
cooperation between the Customs Authorities of the exporting country and the importing country and this is an
ongoing process. Administrative cooperation on customs matters is needed to implement operational issues
such as cumulation.

3.8 Conclusions

The overall objective of EPAs, in terms of trade, is to increase the amount of trade between the EU and the
countries that have signed EPAs. This is to be achieved by putting in place preferential market access
arrangements between the two trading partners. An important component of a preferential market access
arrangement is the RoO, which should encourage trade to take place, so be “liberal”, but which should also
promote production in the free trade area and restrict, to the extent possible, trade deflection from taking place,
so be “restrictive”. RoO need to strike a balance to allow the integration of industry into global value chains to
facilitate trade while promoting the use of domestic production and avoiding trade circumvention However, it
is impossible to arrive at RoO that all stakeholders will be happy with as there will be some, even in ESA EPA
countries, whose interests are best served by more restrictive RoO and some whose interests are best served
by more liberal RoO.

There have been changes made to the EU-ESA EPA RoO that have made them simpler, including the
possibility to fully move to self-certification, which simplifies the administrative burden to declare the origin
compared to the issuance of movement certificates EUR.1, signed and stamped by customs authorities; and
the introduction of non-alteration rules, which should substantially reduce the cost of compliances. For RoO to
be improved further, for the benefit of most stakeholders, the EU and the ESA5 could consider the following:

1) The ESA RoO could be further simplified and liberalised. For example, in the Generalised Scheme
of Preferences (GSP), there is a single PSR for all of HS Chapter 37, with the PRS being a change of
tariff heading rule with a 20 per cent value tolerance, and, perhaps most importantly, the allowance of
non-originating inputs is 50 per cent, a significant trade liberalisation step. The GSP PSR is given

below:

HS Description of product Working or processing carried out on non-

Heading | (2) originating materials that confer originating status

No (1) (3) or (4)

Chapter  Photographic or Manufacture in which all the Manufacture in

37 cinematographic goods materials used are classified within  which the value of
a heading other than that of the all the materials
product. However, materials used does not

classified within the same heading  exceed 60% of the
may be used provided their value ex-works price of
does not exceed 20 % of the ex- the product

works price of the product
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Although Chapter 37 products (Photographic or cinematographic goods) are not important exports for
the ESAS5 countries, the principle of how the PSR has been liberalised and progressively simplified, is
important. If this principle is applied to other Chapters, it would mean that, where possible and feasible,
one PSR could be used per chapter and the PSR could be liberalised further with a higher value of
non-originating materials allowed.

There have been many initiatives to build capacity in RoO in the ESA countries, such as through
the TradeCom programmes and technical assistance programmes managed through COMESA. There
is no doubt that these Technical Assistance and Capacity Building (TACB) programmes have had a
positive impact and have built the capacity of stakeholders in ESA EPA countries on PSR. However,
these TACB programmes have mainly targeted government officials and Customs staff rather than the
primary beneficiaries of the EPA, these being producers and exporters in the private sector. This is
not an intentional outcome, and most TACB programmes on RoO specify that the private sector
producers need to be involved and are beneficiaries. But the private sector does not usually have the
time or the resources to devote to learning about PSR in a generic sense, which is what the TACB
programmes usually deliver, such as producing a training manual and face-to-face training on Ro0.28
Thus, a TACB programme that can give firms one-on-one advice on EU market access issues,
including advice on how to comply with RoO, advice on where the firms can source parts to allow them
to meet local materials requirements through the use of cumulation, advice on how to put in place
administrative cooperation agreements and generally improve the levels of cumulation, would be really
helpful. One way for countries to provide this detailed, product-specific one-on-one advice and
assistance to individual firms would be for each EPA country to have a draw-down facility which would
support a specific company to get PSR assistance and expertise to advise on compliance for the
products of that specific company or investor. This activity would also be a precious source of
information to make recommendations on what RoO would be appropriate for a particular company
and industry.

A closer linkage of the development and trade components of the EPA. Although EPAs are often
thought of, primarily, as being trade deals, they also have a developmental objective, including
supporting sustainable development and poverty alleviation, promoting regional integration and linking
trade policy with tools for development. To maximise their effect, EPAs should be integrated, or
mainstreamed, into the ESA5 countries’ trade policies. However, it is often, but not always, the case
that EPA signatories are more concerned about possible negative impacts of a trade deal, such as
revenue loss from tariff reductions, and the penetration of their markets by, in this case, European-
based firms, than they are about taking advantage of improved market access. All tariff reduction
schedules for the ESA5 countries should be completed by 2022 so all ESA5 countries should now be
well on the way to making the adjustments necessary to counter any possible negative aspects of
EPAs. This could be further supported through an even closer alignment of the development
component of EPAs with the trade component.

For example, each country is preparing a national implementation plan for the EPA and these plans
will focus on sustainable development aspects but may not focus on how a trade component can feed
into sustainable development. A national implementation plan could start with identifying what products
(or services) the ESA country has or can have, a competitive advantage in, especially in the EU
market, with preferences. Once this has been established, ESA countries could look at what
constraints they face to ensure the products to be traded are classified as originating. If PSR need to

2 The exception to this is the TACB programmes financed by the EU on PSR related to fisheries that have been delivered primarily in
Seychelles and Mauritius. Although these TACB programmes focus on fisheries, they are generic in that sector. For example, the
requirements of Thai Union IOT and Princes Tuna would be to have a consultant to look at, for example, how a de minimis level could be
increased, or how they could cumulate with countries outside of the region, or how they could improve market access into the EU for a
specific product, such as Omega 3 oil, and the TACB programmes mentioned do not provide that level of detail or support.
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be adjusted to ensure the goods are classified as originating then the ESA country needs to prepare
its negotiating position to argue its case, which should also include estimates of impact on poverty
alleviation and sustainable development.

Involve the private sector and potential new investors in developing negotiating positions, to
the extent possible. The EU and its ESA partners in the EU-ESA EPA are continually improving PSR.
The last improvement introduced accounting segregation for materials, relaxed the ‘direct transport’
rule by replacing it with a ‘non-alteration’ rule and introduced the possibility of using the Registered
Exporter Scheme (REX) for EU exports to the ESA countries. These changes will benefit existing
producers in the ESA5 countries but may not attract new investors in new industries or suppliers in
new, or non-traditional, global value chains unless accompanying measures are undertaken at the
national level. The ESA5 countries must define in their trade and industrialisation policies what the
target industries and value chains are into the EU market and involve the potential investors and
private sector stakeholders in preparing negotiating positions, including proposed changes to PSR, to
ensure the agreed RoO can be complied with so that these “new” producers can benefit from the
preferences offered by the EU.
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4. Analysis of trade and investment flows

Madagascar, Mauritius, Seychelles and Zimbabwe have provisionally applied the interim EPA since
May 2012. As a part of the interim EPA, the EU offers duty-free quota-free access for all imports from
ESAA4 countries. This access to the EU market is permanent, full and free to all products. There are sensitive
products that are excluded from liberalisation. These vary according to the individual offer of each ESA country.
However, they include mainly agricultural products as well as a set of industrial goods, including plastics, paper
and textiles in Table 1.2°

Table 1: Main sensitive products excluded from liberalisation, per ESA country3

\"ELELECTI@M Meat, milk and cheese, fisheries, vegetables, cereals, oils and fats, edible preparations,
sugar, cocoa, beverages, tobacco, chemicals, plastic and paper articles, textiles, metal
articles, furniture

Live animals and meat, edible products of animal origin, fats, edible preparations and
beverages, chemicals, plastics and rubber articles of leather and fur skins, iron & steel and
consumer electronic goods

Seychelles Meat, fisheries, beverages, tobacco, leather articles, glass and ceramics products and
vehicles

Zimbabwe Products of animal origin, cereals, beverages paper, plastics and rubber, textiles and
clothing, footwear, glass and ceramics, consumer electronic and vehicles

Source: European Commission

4.1 Patterns in ESA4 goods trade

4.1.1  Patterns in ESA4 countries’ goods exports to the EU

ESA4 countries’ goods exports followed different trends in the period 2009 to 2019. Diverging trends
also emerge for the period that followed the elimination of import tariffs by the EU in 2012. Exports from
Madagascar (CAGR:3' +8.6%) to the EU show an upward trend following the year 2012. Exports from
Seychelles remained relatively stable (CAGR: +2%), while exports from Mauritius (CAGR: -2.8%) and
Zimbabwe (CAGR: -1.3%) slightly declined. Amounting to 989 million EUR in goods exports to the EU in 2019,
Madagascar is the largest ESA4 exporter to the EU, followed by Mauritius (613 million EUR), Zimbabwe (359
million EUR) and Seychelles (182 million EUR). This is outlined in Figure 2 and Figure 3.

29 The analysis of trade flows accounts for the fact that individual partner countries’ tariff liberalisation processes started at different points in time. The EU
eliminated import tariffs already in 2012. Mauritius and the Seychelles started liberalising tariffs on EU imports in 2013, and Madagascar and Zimbabwe
started liberalising in 2016 and 2017 respectively. Accordingly, the analysis of ESA4 countries’ exports to the EU and other jurisdictions focuses mainly on
the period 2012-2019, i.e. the period following the tariff elimination on the side of the EU. The analysis of ESA4 countries’ imports from the EU and other
jurisdictions focuses mainly on the period that followed the beginning of the tariff liberalisation process in individual ESA4 countries, i.e. 2016-2019 for
Madagascar, 2013-2019 for Mauritius, 2013-2019 for the Seychelles, and 2017-2019 for Zimbabwe.

30 European Commission. Access2Markets Portal. Available at: https://trade.ec.europa.eu/access-to-markets/en/content/epa-eastern-and-southern-africa

31 Compound annual growth rate.
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Figure 2: Development of ESA4 countries’ total goods exports to the EU27, in million EUR
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Source: Eurostat.

Figure 3: Compound average annual growth rates of ESA4 countries’ goods exports to the EU27
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Source: Eurostat. Note: Numbers represent growth in trade value.

4.1.2  Diversification of goods exports from ESA4 countries to the EU

Goods trade statistics indicate that ESA4 countries’ exports to the EU are generally highly
concentrated among the top 20 export commodities (Table 2). The concentration of exports within the top
20 export commodities increased for Madagascar, Mauritius and Zimbabwe after 2012 while remaining
unchanged for Seychelles. This trend indicates increased specialisation in commodities in which ESA4
countries have international competitive advantages (see individual country analyses below). The
concentration ratio within the group of top 20 commodities only increased for Madagascar, reflecting a stronger
concentration on fewer export commodities in 2019 compared to 2012.32

Table 2: Development of concentration/diversification among ESA4 countries’ top 20 exports to the
EU27, HS 4 categories

Exports to Share of top 20 HHI3 top 20 Share of top 20
Madagascar 85% 0.13 80% 0.10
Mauritius 82% 0.17 65% 0.17

32 Based on the calculation of the Herfindahl-Hirschman Index, which is a common measure of market concentration.

63



SIA in support of negotiations with ESA5
Ex-Post Evaluation

Seychelles 100% 0.61 100% 0.96
Zimbabwe 100% 0.76 88% 0.81

Source: UN Comtrade. Note: The EU eliminated import tariffs in 2012. The Herfindahl-Hirschman Index (HHI) is a common
measure of commodity concentration of exports and imports. Higher values indicate that exports are concentrated on fewer
commodities.

4.1.3 Patterns in ESA4 countries’ goods imports from the EU

ESA4 countries’ goods imports from the EU follow different trends for the period 2009 to 2019 (Figure
4 and Figure 5). Diverging trends also emerge for the period that followed the elimination of import tariffs by
ESA4 countries. Total EU goods exports to Madagascar (2016-2019 CAGR: +7.4%) and Mauritius (2013-2019
CAGR: +7.5%) significantly increased after the beginning of the tariff liberalisation process. Total EU goods
exports to Seychelles (2013-2019 CAGR: -2%) and Zimbabwe (2017-2019 CAGR: -2.3%) remained largely
unchanged after 2013 and 2017 respectively. Amounting to 1.2 billion EUR in imports from the EU in 2019,
Mauritius is the largest ESA4 importer of goods exported from the EU, followed by Madagascar (662 million
EUR), Seychelles (265 million EUR) and Zimbabwe (151 million EUR).

Figure 4: Development of ESA4 countries’ total goods imports from the EU27, in million EUR
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Source: Eurostat. Note: The EU eliminated import tariffs in 2012. Mauritius and Seychelles started liberalising tariffs on EU
imports in 2013 and Madagascar and Zimbabwe started liberalising in 2016 and 2017 respectively.

Figure 5: Compound average annual growth rates of ESA4 countries’ goods imports from the EU27
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Source: Eurostat. Note: The EU eliminated import tariffs in 2012. Mauritius and Seychelles started liberalising tariffs on EU
imports in 2013 and Madagascar and Zimbabwe started liberalising in 2016 and 2017 respectively.

4.1.4 Diversification of ESA4 countries’ goods imports from the EU

Goods trade statistics for 2019 indicate that EU goods exports to Mauritius and Seychelles are
generally more diversified compared to the year marking the beginning of the tariff liberalisation
process (Table 3). Lower shares of the top 20 commaodities in total goods exports and lower concentration
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ratios for the top 20 export commodities indicate improved market access conditions for EU goods exporters.
A similar pattern emerges for Zimbabwe, although the numbers should be interpreted with caution, given the
short time horizon following the year of the beginning of the tariff liberalisation process (two years) and
Zimbabwe’s recent political and economic crisis. EU goods exports to Madagascar are slightly more
concentrated among the top 20 commodities, with a slightly higher concentration within the top 20 import
commodities in 2019 compared to 2016.

Table 3: Development of concentration/diversification among ESA4 countries’ top 20 imports from the
EU27, HS 4 categories

Year marking the start of the tariff
liberalisation process

Imports from Share of top 20 Share of top 20

Madagascar 45% 0.08 37% 0.06
Mauritius 46% 0.09 47% 0.18
Seychelles 60% 0.26 72% 0.43
Zimbabwe 65% 0.10 70% 0.13

Source: UN Comtrade. Note: The EU eliminated import tariffs in 2012. Mauritius and Seychelles started liberalising tariffs
on EU imports in 2013 and Madagascar and Zimbabwe started liberalising in 2016 and 2017 respectively. Source: UN
Comtrade. Note: The EU eliminated import tariffs in 2012. The Herfindahl-Hirschman Index (HHI) is a common measure
of commodity concentration of exports and imports. Higher values indicate that exports are concentrated on fewer
commodities.

4.1.5 Patterns in ESA4 trade with non-EU jurisdictions and regional trade integration

ESA4 countries’ total goods exports to non-EU jurisdictions increased significantly in the period 2012 to 2019,
indicating that ESA4 countries’ businesses deepened their international trade relationships with the rest
of the world and also contributed to the deepening of regional (intra-African) trade integration (Table
2). As concerns, the latter, growth in goods exports to (neighbouring) African countries (members of EAC,
SADC and COMESA) was often higher than growth in goods exports to the rest of the world, with the exemption
of Zimbabwe, whose economy suffered from a political and economic crisis in 2019. As outlined by Table 5,
except for Zimbabwe, ESA4 countries’ imports from non-EU jurisdictions also increased strongly in the period
marking the beginning of the tariff liberalisation process in ESA4 countries and 2019. It should be noted though
that growth in goods imports from non-EU jurisdictions to ESA4 countries were generally lower than growth in
ESA4 countries overall goods exports to non-EU jurisdictions.

Trade statistics indicate that ESA4 countries’ goods exports to non-EU jurisdictions are generally
highly concentrated among the top 20 commodities exported to these jurisdictions (Table 6). This
pattern is most pronounced for ESA countries’ goods exports to EAC, SADC and COMESA trading blocs,
indicating a trend toward increased specialisation in commodities in which ESA4 countries have international
competitive advantages. The patterns in concentration ratios for ESA countries’ top 20 export commodities are
generally more diverse. As different patterns emerge for individual ESA4 countries and their export partners,
the derivation of conclusions would require further export destination-specific analysis. A diverse picture also
emerges for goods imports to ESA4 countries for which indicators of top 20 concentration in total trade and
concentration within the groups of top 20 import commaodities are provided by Table 7.
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Table 4: Annual growth rates of ESA4 countries’ exports to the rest of the world and countries
comprising the regional trade areas of EAC, SADC and COMESA, 2012 — 2019.

Southern African
East African Development

Total growth in

ESA4 countries’ WORLD ex EU27 Community (EAC) Community COMESA
goods exports (SADC)

Madagascar 17% 25% 12% 11%
Mauritius 3% 21% 3% 12%
Seychelles 16% -1% 26% 21%
Zimbabwe 9% 64% -2% 2%

Source: UN Comtrade.

Table 5: Annual growth rates of ESA4 countries’ imports from the rest of the world and countries
comprising the regional trade areas of EAC, SADC and COMESA, beginning of tariff liberalisation
process — 2019

Southern African

Total growth in

ESA4 countries’ | WORLD ex EU27 | _ CastAfrican Development COMESA
oods imports Community (EAC) Community

9 P (SADC)

Madagascar 22% 26% 6% 7%

Mauritius 0% -4% 4% 3%

Seychelles 9% -1% 5% 2%

Zimbabwe -1% 1% -1% -1%

Source: UN Comtrade.

Table 6: Development of concentration/diversification among ESA4 countries’ top 20 exports to the
rest of the world and countries comprising the regional trade areas of EAC, SADC and COMESA

Exports to WORLD ex | Share of top 20 HHI top 20 Share of top 20 HHI top 20
EU27 exports exports exports exports

Madagascar 92% 0.15 97% 0.14
Mauritius 69% 0.08 90% 0.14
Seychelles 98% 0.21 91% 0.13
Zimbabwe 93% 0.17 74% 0.16

Exports to EAC Share of top 20 HHI top 20 Share of top 20 HHI top 20
exports exports exports exports

Madagascar 100% 0.24 100% 0.20
Mauritius 99% 0.47 95% 0.18
Seychelles 100% 0.61 100% 0.43

Zimbabwe 100% 0.98 98% 0.12
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Exports to SADC Share of top 20 HHI top 20 Share of top 20 HHI top 20
exports exports exports exports

Madagascar
Mauritius
Seychelles

Zimbabwe

89%
72%
99%
91%

0.09 84% 0.08
0.08 86% 0.14
0.49 96% 0.13
0.20 92% 0.17

Exports to COMESA Share of top 20 HHI top 20 Share of top 20 HHI top 20
exports exports exports exports

Madagascar
Mauritius
Seychelles

Zimbabwe

89%
73%
100%
79%

0.16 80% 0.11
0.10 77% 0.08
0.53 98% 0.16
0.21 66% 0.13

Source: UN Comtrade. Note: The EU eliminated import tariffs in 2012. The Herfindahl-Hirschman Index (HHI) is a common
measure of commodity concentration of exports and imports. Higher values indicate that exports are concentrated on fewer

commodities.

Table 7: Development of concentration/diversification among ESA4 countries’ top 20 imports from the
rest of the world and countries comprising the regional trade areas of EAC, SADC and COMESA

Imports from Share of top 20 HHI top 20 Share of top 20 HHI top 20
WORLD ex EU27 imports imports imports imports

Madagascar
Mauritius

Seychelles

Zimbabwe

54%
49%
64%
55%

0.17 51% 0.15
0.19 53% 0.23
0.32 59% 0.32
0.29 57% 0.22

Year marking the begin of the begin
of tariff liberalisation process

Imports from EAC Share of top 20 HHI top 20 Share of top 20 HHI top 20
imports imports imports imports

Madagascar
Mauritius
Seychelles

Zimbabwe

97%
99%
76%
94%

0.21 88% 0.11
0.64 99% 0.51
0.14 80% 0.14
0.15 90% 0.14

Year marking the begin of the begin
of tariff liberalisation process

Imports from SADC Share of top 20 HHI top 20 Share of top 20 HHI top 20
imports imports imports imports

Madagascar

Mauritius

59%
69%

0.07 71% 0.07
0.13 59% 0.13
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Seychelles 35% 0.07 43% 0.07
Zimbabwe 39% 0.06 41% 0.08

Year marking the begin of the begin
of tariff liberalisation process

Imports from Share of top 20 HHI top 20 Share of top 20 HHI top 20
COMESA imports imports imports imports

Madagascar 69% 0.09 79% 0.08
Mauritius 89% 0.17 88% 0.19
Seychelles 43% 0.06 57% 0.09
Zimbabwe 68% 0.08 74% 0.07

Source: UN Comtrade. Note: The EU eliminated import tariffs in 2012. Mauritius and Seychelles started liberalising tariffs
on EU imports in 2013 and Madagascar and Zimbabwe started liberalising in 2016 and 2017 respectively. Source: UN
Comtrade. Note: The EU eliminated import tariffs in 2012. The Herfindahl-Hirschman Index (HHI) is a common measure
of commodity concentration of exports and imports. Higher values indicate that exports are concentrated on fewer
commodities.

Trade patterns Madagascar

In 2019, Madagascar’s top 20 goods exports to the EU accounted for about 85% of the country’s total
goods exports to the EU. Madagascar’s top 2019 goods exports to the EU were vanilla (24.6% of total goods
exports to the EU), jerseys, pullovers and cardigans (9.7%), crustaceans (8.4%) and unwrought nickel (7.8%).
Compared to 2012, exports of vanilla increased by an annual growth rate of 64% (absolute growth of 3518%).
Exports of jerseys, pullovers and cardigans remained largely unchanged, while exports of crustaceans
increased by 5.6% annually. Exports of cobalt mattes, essential oils, cocoa beans and vegetable spats also
expanded at relatively high growth rates (see Table 38 and Table 39).

Madagascar’s top 20 goods imports from the EU accounted for about 45% of the country’s total goods
imports from the EU in 2019. The EU’s top 2019 export commodities in trade with Madagascar were
pharmaceuticals (7.7% of total EU exports to Madagascar), shawls, scarves, mufflers (4.6%), unused postage
(4.1%), and motor vehicles (a combined 7.3%). Compared to 2016, the year marking the beginning of tariff
liberalisation in Madagascar, trade in these commodities grew significantly (see Table 41 and Table 42).
Madagascar’s imports of pharmaceuticals from the EU increased by 41.1% annually, imports of shawls,
scarves and mufflers increased substantially by 3016% annually, whereas imports of motor vehicles increased
by 28% annually. Generally, the highest import growth rates are registered for miscellaneous textiles products
and electrical equipment such as telephones and data processing machines.

Madagascar’s commodity exports to non-EU jurisdictions partly mirror the country’s commodity
exports to the EU. Raw materials such as gold titanium and cobalt products, as well as vanilla, vegetable
products and textiles generally account for high shares in Madagascar’s total goods exports to the rest of the
world and neighbouring African countries. On the import side, Madagascar’s goods imports are characterised
by high shares of petroleum products imports and imports of various agricultural commodities, various
manufactured commodities, such as electrical and machinery equipment, and imports of pharmaceuticals (see
Table 43 to Table 50).

Trade patterns Mauritius

In 2019, Mauritius’ top 20 goods exports to the EU accounted for about 82% of the country’s total
goods exports to the EU. Mauritius’ top 2019 goods exports to the EU were prepared or preserved fish
(28.1% of total goods exports to the EU), cane or beet sugar (14.8%), T-shirts, singlets and vests (8.2%) and
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other textiles products. Compared to 2012, exports of fish and sugar products decreased by -4.4% annually
and -8.5% annually respectively. The highest export growth rates are registered for men's or boys' shirts, which
increased by an annual growth rate of 28%, and exports of other garments, which increased by 43.5% annually.
Medicaments and fish fillets also experienced strong export growth (see Table 52 and Table 53).

In 2019, Mauritius’ top 20 goods imports from the EU accounted for about 46% of the country’s total
goods imports from the EU. The EU’s top 2019 export commodities in trade with Mauritius were frozen fish
(excluding fish fillet; 7.2% of total EU exports to Mauritius), motor cars (6.2%), diamonds (6.2%), and
pharmaceuticals (4.4%). Compared to 2013, the year marking the beginning of tariff liberalisation in Mauritius,
diamonds experienced significant export growth (30.3% annually). The highest annual export growth is
registered for petroleum gases (412%) and animal feeding products (30.5%; see Table 55 and Table 56).

Mauritius’ commodity exports to non-EU jurisdictions partly mirror the country’s commodity exports
to the EU. Textiles, fishery products and products of light manufacturing generally account for high shares in
Mauritius’ total goods exports to the rest of the world and neighbouring African countries. On the import side,
Mauritius’ goods imports are characterised by high shares of petroleum products, motor cars, fishery products,
various agricultural commodities, various manufactured commodities, such as textiles, electrical and
machinery equipment and medicines (see Table 57 to Table 64).

Trade patterns Seychelles

In 2019, Seychelles’ top 20 goods exports to the EU accounted for about 100% of the country’s total
goods exports to the EU. Seychelles’ top 2019 goods exports to the EU were prepared or preserved fish
(76.2% of total goods exports to the EU), yachts (16%) and frozen fish (6.3%) leaving Seychelles’ commodity
exports highly concentrated in these three product groups. Compared to 2012, exports of prepared or
preserved fish decreased by -7.6% annually, while frozen fish products increase substantially by 76% annually
(see Table 66 and Table 67).

In 2019, Seychelles’ top 20 goods imports from the EU accounted for about 60% of the country’s total
goods imports from the EU. The EU’s top 2019 export commodities in trade with Seychelles were frozen fish
(excluding fish fillet; 29.5% of total EU exports to Seychelles), yachts and other vessels (5.2%) and other
floating structures (4.4%). Compared to 2013, the year marking the beginning of tariff liberalisation in
Seychelles, yachts and other vessels experienced significant export growth (20.2% annually). The highest
annual export growth is registered for other floating structures (58.5%), tanks, casks, drums etc. (34.3%),
electric accumulators (89.9%), refrigerators (26.2%), knotted netting of twine etc. (126.5%), and buttermilk
(21.5%; Table 69 and Table 70).

Seychelles’ commodity exports to non-EU jurisdictions partly mirror the country’s commodity exports
to the EU. Fishery products, yachts, cigars and miscellaneous agricultural products generally account for high
shares in Seychelles’ total goods exports to the rest of the world and neighbouring African countries. On the
import side, Seychelles’ goods imports are characterised by high shares of yachts, petroleum products, motor
cars, various manufactured commodities, such as textiles, electrical and machinery equipment, and medicines
(see Table 71 to Table 78).

Trade patterns Zimbabwe

In 2019, Zimbabwe’s top 20 goods exports to the EU accounted for almost 100% of the country’s total
goods exports to the EU. Zimbabwe’s top 2019 goods exports to the EU were diamonds (86.9% of total
goods exports to the EU), cut flowers (3.6%) and other raw hides and skins (3.2%), leaving Zimbabwe’s
commodity exports to the EU highly concentrated. Compared to 2012, exports of diamonds increased by 3.8%
annually. At the same time, available data suggest a strong decline in trade of cut flowers compared to 2009
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(data is not available for the year 2012). While absolute trade volumes are generally low, the highest export
growth rates are registered for various textiles products and tobacco products (see Table 80 and Table 81).

In 2019, Zimbabwe’s top 20 goods imports from the EU accounted for about 65% of the country’s total
goods imports from the EU in 2019. The EU’s top 2019 export commaodities in trade with Zimbabwe were
pharmaceuticals (13.4% of total EU exports to Zimbabwe), motor vehicles (9.4%), wheat (6.7%), and tractors
(4%). Compared to 2017, the year marking the beginning of tariff liberalisation in Zimbabwe, pharmaceuticals
experienced significant export growth (103% annually). High annual export growth rates are also registered
for motor vehicles (53.2%), tractors (116%), insecticides (105.5%), mixtures of odoriferous substances
(185.6%), milk and cream products (608.6%), trailers (152.3%), and machines for cleaning (333%), and other
pharmaceutical goods (49.9%; see Table 83 and Table 84).

Zimbabwe’s commodity exports to non-EU jurisdictions partly mirror the country’s commodity exports
to the EU. Raw materials, such as gold nickel, diamonds and platinum, as well as tobacco and other
agricultural commodities generally account for high shares in Zimbabwe’s total goods exports to the rest of the
world and neighbouring African countries. On the import side, Zimbabwe’s goods imports are characterised by
high shares of petroleum products, pharmaceuticals, motor vehicles, chemical products, foodstuff products
and various manufactured commodities, such as textiles, electrical and machinery equipment (see Table 85
to Table 92).

Other factors affecting trade

It is also key to consider the analysis of trade flows in the context of other factors affecting trade such as
changes in commodity prices, natural disasters, and macroeconomic policies such as in particular exchange
rate policies of ESA4 countries. The exchange rate of Seychelles has stayed at a stable level over recent
years, also due to its robust tourist presence. Also, inflation remained at a low level of 2.6% in 2019. Also,
the exchange rate of the Euro to the Mauritian Rupee has stayed relatively stable from 2012 to 2019 (with a
EUR/MUR exchange rate of approximately 38 in early 2012 and a corresponding value of 40 in 2019). Also,
the Seychelles Rupee has stayed relatively constant with a EUR/SCR exchange rate of 18 in early 2012 and
approximately 15.5 in 2019.34

In contrast, the Malagasy Ariary has experienced a constant depreciation since 2012 (EUR/MGA
exchange rate of 2900 in January 2012 compared to above 4000 in 2019). Also, Zimbabwe has seen a
local currency depreciation of the Zimbabwean Dollar especially in recent years (EUR/ZWD exchange rate in
2017 of 380 compared to 410 in 2019).35 In Zimbabwe, this also contributed to rising inflation reaching 230%
in July 2019. However, this rise in inflation is also due to rising food and agricultural commodity prices caused
by a declining production of agriculture in Zimbabwe in recent years. Food security was also affected by natural
disasters such as cyclone Idai in 2019 and drought conditions caused by EI Nino.

4.2 Patterns in ESA4 services trade

4.2.1 Patterns in ESA4 countries’ services exports to the EU27

ESA4 countries’ total services exports to the EU generally increased from 2012 to 2018, amounting to 322
million EUR for Madagascar in 2018, 2 billion EUR for Mauritius, 567 million EUR for Seychelles, and 207
million EUR for Zimbabwe. For Mauritius and Seychelles, services exports to the EU are significantly higher
than goods exports, driven by these countries’ strong tourism services exports (Figure 6).

34 hitps://www.xe.com/currencytables/
35 https://www.xe.com/currencytables/
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Figure 6: Development of ESA4 countries’ total services exports to the EU27, 2012 and 2018, in million
EUR
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Source: Eurostat.

4.2.2 Patterns in ESA4 countries’ services imports from the EU36

ESA4 countries’ total services imports from the EU generally increased from 2012 to 2018, amounting to 253
million EUR for Madagascar in 2018, 1.2 billion EUR for Mauritius, 237 million EUR for Seychelles, and 423
million EUR for Zimbabwe (Figure 7). For the EU, services exports to Mauritius and Seychelles are higher than
goods exports.

Figure 7: Development of ESA4 countries’ total services imports from to the EU27, 2012 and 2018, in
million EUR
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Source: Eurostat.

4.3 Foreign Direct Investment

EU27-ESA4 investment stocks have increased significantly in recent years. In addition, almost half of
the current global gross direct investment flows in Mauritius originate in the EU. In 2018, stocks of EU
FDI in ESA4 countries amounted to a total of 17.1 billion EUR. Individually, Mauritius accounted for by far the
largest part with 15.7 billion EUR alone. Seychelles amounted to 778 million EUR, while the same figures were
366 million EUR for Zimbabwe and 268 million EUR for Madagascar.3”

In total, this is a significant increase from 2014 when EU FDI in ESA4 countries amounted to 13.1 billion EUR.
ESA4 FDI stocks in the EU amounted to 10.3 million EUR in 2018. This also constitutes a significant increase
compared to 2014 when FDI stocks amounted to 6.3 billion EUR only (see Table 8).

36 Balance of payments-based services trade statistics are only available at aggregate level for ESA4 countries’ services imports from the EU. The latest
year for which data is available is 2018.

37 Note that investment activity in Zimbabwe is currently hampered by an uncertain economic situation, a lack of serious business climate reforms and
missing foreign capital inflows. These factors currently limit the activities of foreign investors in the country.
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Table 8: EU27-ESA4 FDI stocks (billion EUR)

I IO I OO I T

Inward 6.347 5.128 10.143 8.078 10.310

Outward 13.137 14.364 1.448 17.785 17.119
Source: Eurostat

Due to data scarcity regarding detailed investment stock or flow data in the case of many ESA4 countries, the
following analysis will lay a focus on Mauritius where more detailed data is available.

Mauritius can be regarded as a stable legal environment and has a reliable reputation when it comes to banking
structures and its financial sector. These environmental factors also explain the relatively large level of EU FDI
stock in Mauritius compared to other ESA4 countries. In 2019, global gross direct investment flows in Mauritius
have been estimated at 536 million EUR. Real estate activities were the most important sector accounting for
405.3 million EUR, followed by financial and insurance activities (13.4 million EUR) and manufacturing (9.1
million EUR). Out of these total investment flows, close to half (240 million EUR) originated from the EU27,
from France (accounting for 178 million EUR alone).

Mauritius’ gross direct investment flows abroad accounted for 97 million EUR in 2019. The most important
sectors were financial and insurance activities as well as accommodation and food service activities. Out of
these total investment flows abroad, 32.4 Million EUR were directed to Africa and 5.6 million EUR were directed
to the EU27.38

4.4 EU’s Outermost Regions and Overseas Countries and Territories

Out of the EU’s nine outermost regions, La Réunion and Mayotte are near the ESA4 countries and are
thus most impacted by the EPA. Stakeholders’ views also indicate that La Reunion and Mayotte merit special
attention regarding the EU-ESA interim EPA. It should be noted that, contrary to ESA countries, detailed UN
Comtrade trade data are neither available for La Réunion nor Mayotte.

La Réunion’s economy is largely focused on the services sector and some manufacturing activities. Also,
agriculture plays an important role, in particular the sugar industry. Rum (alcoholic beverages) production is
important. For the period 2013 to 2019, trade in goods data is provided by the Observatory for Economic
Complexity (see Table 9 below). The data indicate that in 2019 La Réunion exported goods worth 127 million
EUR, compared to 202 million EUR in 2013. In 2019, the top exports of La Réunion were Sugar (38.4 million
EUR; 30.2% of total goods exports), waste not dangerous (17 million EUR; 13.4%), feeds for farm animals
(10.5 million EUR; 8.3%), other manufacturing (9.39 million EUR; 7.3%), and alcoholic distilled beverages
(5.21 million; 4%). In 2019, the top export destinations of La Réunion were Madagascar (18 million EUR), India
(12.7 million EUR), Portugal (11.5 million EUR), Italy (11.4 million EUR), and Mauritius (11 million EUR). Sugar
exports (mainly to the EU27 and the UK) declined from 66.7 million EUR in 2019 to 38.4 million EUR in 2019.
Exports of feeds for farm animals slightly increased from 9.84 million EUR in 2013 to 10. Million EUR in 2019,
with Madagascar being by far the most important export partner (92.8% in 2013; 97.4% in 2019).

Mayotte’s economic activity is largely based on the agricultural sector, such as fishing and raising livestock.
For the period 2014 to 2019, trade in goods data is provided by the Observatory for Economic Complexity.
The data indicate that in 2019 Mayotte exported goods worth 4.8 million EUR, compared to 3.83 million EUR
in 2013. In 2019, the top exports of Mayotte were tobacco products (1.83 million EUR; 32.2%), waste not
dangerous (0.406 million EUR; 8.45%), other manufactured products (0.401 million EUR; 8.36%), and motor

38 Bank of Mauritius. Preliminary Gross Direct Investment Flows: 2019. Available at: https.//www.bom.mu/sites/default/files/di 2019q4_website.pdf.
Calculated to EUR based on average exchange rate of 0.0251 EUR/MUR for 2019 (See: https://www.exchangerates.org.uk/MUR-EUR-spot-exchange-
rates-history-2019.html).
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vehicles (0.194 million; 4%). In 2019 the top export destinations of Mayotte were (Rest of the) World (2.51
million EUR; no country-by-country break-down available), Comoros (1.04 million EUR), India (407 million
EUR), Madagascar (184 million EUR), and Mauritius (181 million EUR). The value of Mayotte’s exports to ESA
countries is generally relatively small. Madagascar and Comoros are major destinations for Mayotte’s exports
of manufactured goods, which remained relatively stable between 2014 and 2019.

Table 9: Development of major commodity exports from La Reunion and Mayotte

La Commodity 2019 2019 trade value in | Major export destinations
Reunion share million EUR

2019 Sugar 30.20% 38.4 EU27: >90%
Waste, not dangerous 13.40% 13.4 India (73.8%), Pakistan
(9.78%)
Feeds for farm animals 8.28% 10.5 Madagascar (97.4%)
Other manufactured 7.37% 9.39 Mauritius (61.8%)
products
La Commodity 2019 2019 trade value in | Major export destinations
Reunion share million EUR
2019 Processed and preserved 32.50% 66.7 Vietnam (47.8%), Hong Kong
fish (11.6%)
Sugar 25.40% 51.3 EU27: >90%
Waste, not dangerous 10.30% 20.8 India (59.9%), Indonesia
(6.51%)
Feeds for farm animals 4.87% 9.84 Madagascar (92.8%)
Mayotte | Commodity 2019 2019 trade value in | Major export destinations
share million EUR
2019 Tobacco products 38.20% 1.83 World (100%), not additional
data available
Waste, not dangerous 8.45% 0.406 India (96.1%)
Other manufactured 8.36% 0.401 Comoros (47.4%),
products Madagascar (15.4%)
Motor vehicles 4.00% 0.194 Comoros (70.8%),

Madagascar (20.8%)

Mayotte | Commodity 2019 2019 trade value in | Major export destinations
share million EUR

2019 Engines and turbines 26.90% 1.03 EU27 (Germany 91.8%)
Other manufactured 12.70% 0.486 Madagascar (18.2%),
products Comoros (13.7%)
Waste, not dangerous 11.90% 0.453 India (68.4%)
Other tanks, reservoirs 10.90% 0.416 Mauritius (88.6%), Comoros
and containers (11.4%)

Source: Observatory for Economic Complexity
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Available trade data indicate that the interim EPA had a negligible economic impact on Mayotte and La
Reunion. For La Reunion, the drop of sugar exports to the EU is unlikely to result from higher exports
(competition) from ESA countries as individual ESA countries’ sugar exports to the EU declined significantly
since 2012. Trade data provided by the Observatory for Economic Complexity for other OR’s and OCT’s
suggest that the impact of the EU-ESA interim EPA on these regions is also negligible.

4.5 Role of other trade agreements

ESAA4 countries have each also concluded several trade agreements with third countries on a bilateral
basis or are beneficiary of preferences for example under the GSP. Annex VIl provides a more detailed
overview of the regional agreements, GSP preferences as well as bilateral trade agreements for each ESA4
country. As outlined in the previous section covering preference utilisation, the PUR of the interim EPA by
ESA4 countries has been consistently at a very high level (see chapter on RoO). Overall, the role that these
other trade agreements with third countries have played for the use of the EPA with the EU can be considered
to be limited.
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5. Economic impacts

The European Commission’s DG Trade undertook a set of modelling exercises based on a CGE model (for
Madagascar, Mauritius and Zimbabwe) and a PE model (for Seychelles; due to data limitations). This chapter
sets out the CGE modelling results for Madagascar, Mauritius and Zimbabwe and results for Seychelles, which
are based on a PE model. The specifications are outlined in Annex Ill on research methods and analytical
model. The modelling provides estimates for the impact of the EPA on trade flows and other economic
variables against the counterfactual of not having an agreement in place. The baseline underlying the
counterfactual includes MFN tariffs on the side of ESA countries and GSP, Everything but Arms (EBA) or MFN
tariffs on the EU side. The models applied account for the dismantling of tariffs for the EU’'s ESA partner
countries. The CGE model output includes changes in trade flows and domestic output for various product
groups and services sectors, changes in aggregate GDP as well as the relative impact on welfare, prices, and
wages at the macroeconomic level. The PE model output does not include macroeconomic effects, i.e. it does
not provide estimates for GDP, wages and the aggregate price level.

5.1 Modelling results for Madagascar, Mauritius, and Zimbabwe
EU exports to ESA states

As concerns total EU exports to ESA countries after the implementation of the EPA, the largest percentage
gains are estimated for Madagascar and Mauritius. Moderate percentage gains in imports from the EU
are estimated for Zimbabwe. With the EPA, EU total exports to Madagascar are estimated to be 30% higher,
exports to Mauritius are estimated to be 32% higher and exports to Zimbabwe are estimated to be 8% higher
(see Figure 8).

As concerns specific industries, the EU’s manufacturing sectors are estimated to benefit most from tariff
reductions on the side of ESA countries, with “Manufactures n.e.c.” (which includes a wide array of high
and less knowledge-intensive products), “Machinery and equipment” and “Other metal products” taking the
lead (see Table 19). It should be noted that EU exports of “Wearing apparel’ to Madagascar and Mauritius
show high percentage increases too but compared to manufacture exports the absolute levels of apparel and
other textiles’ exports from the EU to ESA countries are low.°

Figure 8: Projected changes in total EU exports due to the EPA

30% 32%

8%

Madagascar Mauritius Zimbabwe

Source: DG Trade estimations.

3 It should be noted that there is no policy change on services introduced to the simulations. Therefore, any effect on the sector would be
second round, and thus very sensitive to the model’s closure assumptions etc.
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ESA4 exports to the EU

Mauritius and Zimbabwe are estimated to gain most relative export growth due to preferential market
access in the EU. Madagascar’s exports to the EU would largely remain unchanged in absence of the EPA.
Total EU imports from Madagascar are estimated to be 2% higher with the EPA in place. By contrast, EU
imports from Mauritius are estimated to be 93% higher and imports from Zimbabwe are estimated to be 18%
higher with the EPA (see Figure 9).

ESA countries’ agricultural and less knowledge-intensive (and less skill-intensive) manufacturing
sectors are estimated to benefit most from tariff reductions (Madagascar, Zimbabwe) and MFN tariffs
(Mauritius) respectively, with the highest relative changes estimated for exports of “Sugar and sugar crops” for
Mauritius and Zimbabwe (see Table 20). It should be noted that the counterfactual export levels modelled for
of sugar products’ exports are comparatively low for both countries. It should also be noted that the
counterfactual to the EPAs are not Cotonou preferences, but EBA, MFN and GSP for, Madagascar, Mauritius,
and Zimbabwe respectively. In the sugar sector, preferences do not go beyond what was offered under
Cotonou. Yet, sugar products’ exports would be significantly lower without the EPA. Similar results are
estimated for “Fisheries and processed fish”, for which exports a rather negligible for Zimbabwe (the only land-
locked country), but relatively high for Mauritius, when compared to other ESA countries and other
commodities exported from Mauritius to the EU. Exports of textiles products from Mauritius and Zimbabwe to
the EU are also estimated to be significantly lower in absence of an EPA. While the textiles and apparel sectors
are rather negligible for the economy of Zimbabwe, it is of higher importance to Mauritius. For Mauritius and
Zimbabwe “Other crops” industries are also estimated to benefit most from the EPA. This sector is of particular
importance for Zimbabwe, accounting for a relatively high share in the country’s overall exports to the EU.40
By comparison, the “Other crops” sector is must less important to Mauritius’ economy.

As concerns trade diversion at the expense of LDCs, goods and services exports to the EU are hardly
affected by the EPA. LDC countries already benefit from duty-free, quota-free market access in goods
markets. Some rather minor market distortions can be expected for the “Sugar and sugar crops” sector for
which non-ESA LDC exports are estimated to decline by 5%.

Figure 9: Projected change in total EU imports from ESA

93%

18%
Madagascar Mauritius Zimbabwe

Source: DG Trade estimations.

The impacts of the EPA are estimated to be relatively low, often negligible for most sectors of the
economy when considering domestic sector output (overall production by domestic industries) in the
EU and ESA countries (see Table 18). At the same time, Mauritius’ sugar products production is estimated
to increase by 52.1% due to the EPA with the EU, Mauiritius’ fishery and seafood sector is estimated to gain
10.2%, and Mauritius’ textiles sector is estimated to expand by 6.3% (“Textiles”) and 5.7% (“Wearing apparel)
due to the EPA. Madagascar’s “Non-ferrous metals” sector is estimated to export 5.2% more due to the EPA.
For the EU and Zimbabwe, the EPA is estimated to result in relatively low changes in sectoral output. For

40 Exports under this sector of Zimbabwe are mainly tobacco.
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Zimbabwe, the highest percentage increases are estimated for the fruits and vegetables sectors (2.4%) and
the sugar sector (1.4%).

These numbers are generally mirrored by the estimates computed for the countries’ overall economic activity
(economic output, GDP). Importantly, no region experiences a reduction in aggregate economic output,
which indicates that the EPA with the EU contributes to growth in ESA countries overall economic
activity. Due to its economic size relative to the trade at stake in the EPA, for the EU the impact of the EPA
on overall economic output is overall negligible (but positive, see Figure 10). By contrast, Madagascar’s overall
GDP is estimated to be 0.05% higher due to the EPA. Mauritius’ GDP is estimated to be 0.5% higher due to
the EPA, and Zimbabwe’s GDP is estimated to be 0.1% higher respectively.

Figure 10: Projected change in aggregate GDP
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Source: DG Trade estimations.

Similar to production and GDP effects, the impacts of the EPA on wages are generally negligible, with
the exception of Mauritius (see Figure 11). For both skilled and unskilled labour wages in Mauritius’
economy are estimated to rise by 1.7% and 0.8% respectively due to the EPA with the EU.

Figure 11: Projected changes in wages, skilled and unskilled labour
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Source: DG Trade estimations.

As concerns effects on consumers, the estimates on the EPA’s impact on consumer prices, can generally be
considered as below the perception threshold, reaching from -0.24% for Madagascar to +0.3% for Mauritius
(see Figure 12). Similarly, the effects on consumer prices for Zimbabwe are estimated at +0.07%, while no
changes are estimated in the case of the EU27.
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Figure 12: Changes in consumer prices, based on Fisher CPI
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Source: DG Trade estimations.

5.2 Modelling results for Seychelles

The estimates from the PE model indicate that the EPA contributes to rising bilateral exports for both
the EU and Seychelles. Table 21 and Table 22 outline the estimated changes in the top 20 post-EPA exports
from the EU27 to Seychelles and from Seychelles to the EU27 respectively.

Total EU27 exports to Seychelles are estimated to be 26% higher compared to a no-EPA situation. Seychelles’
total exports to the EU27 are estimated to be 573% higher compared to a no-EPA situation. While EU27
exports show relatively high increases in processed food and manufactured products, the significant increase
in Seychelles’ exports to the EU are driven by substantial increases in exports of “Prepared or preserved tunas,
skipjack and Atlantic bonito”. Accordingly, for Seychelles, the results show a very strong concentration of both
current trade and preferential gains in one tariff line of processed fish, i.e. 160414 (tuna, skipjack and bonito).
This line attracts tariffs of 24% or 25% ad valorem, which, for a weakly differentiated product such as fish, can
be considered prohibitive. This trade would probably vanish in absence of the EPA. At the same time, it should
be noted that economic activity, economic growth, and foreign exchange earnings in Seychelles reside very
much in the tourism services sector, not in the commodity or low-tech manufacturing sectors, as is the case
for other countries in the region.

5.3 Budgetary Impacts

Regarding budgetary impacts, the interim EPA has not had any significant negative impacts on overall
tax revenue in ESA4 countries. Overall tax revenues have increased significantly for all ESA4 countries
since 2019. Figure 22 in Annex IX shows overall tax revenues in current local currencies for Madagascar,
Mauritius, Seychelles, and Zimbabwe. Tax revenues in Madagascar have increased consistently and at a
strong rate since 2009 and a similar upwards trend can be observed in the case of Seychelles. In the case of
Mauritius, tax revenues have consistently increased as well, except for a sharp decline in 2015. Available data
for Zimbabwe also suggests an upwards trend since 2009.

When analysing annual tax revenue as a percentage of annual GDP, Figure 23 in Annex IX shows an overall
constant level for all ESA4 countries from 2009 to 2019. Figure 24 illustrates annual revenues from customs
and other import duties as a percentage of annual tax revenue. Here, we can observe a stable trend in the
case of Mauritius where the revenue share remained at a constant low rate since 2009. For the other three
ESA4 countries, an overall negative trend can be observed, in the case of Madagascar from 2009 to 2010.
Also, annual revenues from taxes on income, profits and capital gains have remained relatively stable since
2009. In the case of Zimbabwe and Seychelles, an increase can be observed, while the shares of Madagascar
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and Mauritius decreased slightly from 2009 to 2010 and then remained stable (see Figure 25). And the shares
of annual revenues from taxes on goods and services even increased in the case of all ESA4 countries (see
Figure 26).

Finally, annual labour taxes and contributions measured in percentage of commercial profits have remained
constant as well in Madagascar, Mauritius and Zimbabwe from 2009 to 2019. In Seychelles, a strong decrease
can be observed from 2010 to 2012, and the rate of taxes and contributions has remained at a constant low
level since then (see Figure 27).

5.4 Key findings

Both the CGE modelling conducted for Madagascar, Mauritius and Zimbabwe and the PE model applied for
Seychelles indicate that ESA4 countries benefit from the EPA through higher exports to the EU in commodities
in which they tend to have international comparative advantages, mainly in agricultural commodities,
processed food, textiles, and light manufacturing. Increased specialisation and improvements in the
international division of labour cause a reallocation of domestic productive resources (labour and capital) to
more productive uses, which causes domestic production to rise in Madagascar, Mauritius, and Zimbabwe,
reflected by increases in these countries’ real GDP (with EU GDP remaining largely unchanged). Similarly, for
Seychelles, the PE estimates indicate that the EPA contributes to rising bilateral exports, which would also
result in a reallocation of domestic resources and should translate to increases in real GDP.
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6. Social, gender, human rights and environmental impacts

6.1 Overview

This section considers the social, gender, human rights, and environmental impacts of the interim EPA
since the start of its provisional application in 2012 in Madagascar, Mauritius, Seychelles and Zimbabwe.*
Where available, quantitative data are presented from 2010 to 2019, using the years 2010 and 2011 as a
baseline. This section provides an overview of the analysis; further details can be found in Annex X to this
report.

The analysis considers the following channels through which the interim EPA could have had impacts on the
environmental, social, gender and human rights development in the ESA 5 countries:

1. Provisions related to trade and sustainable development

The interim EPA does not have a dedicated chapter on trade and sustainable development, though it does
have provisions in these areas, among which are the following:

= The Preamble of the interim EPA affirms that it ‘shall be consistent with the objectives and principles
of the Cotonou Agreement, which in turn calls for the respect of human rights and basic labour rights
as well as the sustainable management of natural resources and the environment and moreover
contains articles on gender issues, on trade and environment and trade and labour rights.4?

= The interim EPA also calls for coherence with the Millennium Development Goals (Art. 2), support for
the implementation of international environmental agreements (Art. 49) and cooperation on natural
resources, including water and biodiversity (Art. 38).

= The Agreement moreover identifies several social and environmental areas for development
cooperation (Annex V).

These provisions can have impacts in the ESA countries, though the screening suggests that as voluntary
measures their effects may be limited (please see Annex X for further details). The analysis has looked at the
role of support for the implementation of international environmental agreements, and of EU development
cooperation more generally.

2. Trade provisions

The screening (see Annex X to this report) suggests that trade provisions may have important indirect
impacts on social, gender, human rights and environmental conditions via the changes in trade and
production they engender. For this reason, sub-section 6.4 looks at impacts in sectors which are marked by
important trade flows with the EU.

3. Provisions on development cooperation
Several areas of environment and social and gender are mentioned in the Development Matrix of the interim

EPA (Annex V). EU development cooperation could thus have had a direct impact on these issues in ESA
countries.

41 The analysis refers to but does not focus on Comoros, as this country fully joined the interim EPA in 2019. In addition, as indicated in the Terms of
Reference for this study and agreed with the European Commission, the evaluation has not focused on possible impacts in the EU.

42 partnership Agreement between the members of the African, Caribbean and Pacific Group of States of the one part, and the European Community and its
Member States, of the other part, signed in Cotonou on 23 June 2000, Section 2 (Art.25-27), Section 4 (Art.31-32).
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While the interim EPA has had a most likely small impact (see section 6.5) on the issues in question, a range
of other policy initiatives — including other trade agreements and international labour and human rights
conventions — along with domestic policy developments and international economic trends will also have had
an effect in these spheres.#® Consequently, while the analysis has sought to identify impacts related to the
interim EPA, trends in environmental, social and human rights development in the ESA countries are
influenced by the interplay of a broad range of factors.

This section first reviews the environmental context and trends in ESA countries, including policy
developments, and then considers the context and trends related to social, gender and human rights issues.
The section then considers trends in key ESA economic sectors that export to the EU. It concludes by drawing
key findings concerning the impacts of interim EPA. The results are based mainly on literature review and desk
research. While the research found data and information on the environmental, social, gender and human
rights context in ESA countries, a key data gap concerned information on the impacts of the interim EPA.
For example, the consultation activities provided little information on potential impacts.4* To address this gap,
the analysis looked more closely at key sectors exporting to the EU and used CGE modelling results to indicate
potentially important areas where impacts may have occurred.

6.2 Environmental context and trends

Environmental challenges for the ESA5 countries include protection of biodiversity, forests and
improving resilience to climate change. Four of the five ESA5 states are island nations (Comoros,
Madagascar, Mauritius and Seychelles). They have shared characteristics including high vulnerability to
climate change and extreme weather events and high importance of fishing as a sector. Together the four
countries are part of the Madagascar and Indian Ocean Islands biodiversity hotspot, with high numbers of
endemic species. Madagascar in particular is recognised as being of major importance for its biodiversity, in
terms of both terrestrial and marine ecosystems.4> Deforestation and degradation of forests and the marine
environment due to human activity are therefore major environmental concerns for these countries.

Changes in environmental indicators related to biodiversity since the EPA has been provisionally
applied are relatively limited. Forest cover in Comoros, Madagascar and Zimbabwe appears to have
decreased slightly during the period since 2010. It has slightly increased in Mauritius and remained stable in
Seychelles. The share of important terrestrial biodiversity sites protected has increased by a few percentage
points in Madagascar, Mauritius and Zimbabwe. Deforestation can be linked to a range of human activity,
including sectors relevant to trade with the EU such as agriculture or mining. However, in Madagascar, for
example, studies suggest crops for trade are not among the main drivers of deforestation.*® The four countries
have very different levels of carbon dioxide emissions per capita: these are linked to income levels per capita
as well as main fuel sources. From 2012 to 2019, estimated carbon emissions from fossil fuel combustion
have increased in Madagascar and Mauritius but declined in Seychelles and Zimbabwe (see Table 10).
When considering other sources of carbon emissions, including land-use change, emissions per capita are
however estimated to have grown in all four countries.4’

43 Moreover, the COVID-19 pandemic has had extensive impacts in 2020; it is not covered in this evaluation, which focuses on the period to 2019.

44 In the survey that was carried out for the project, most respondents were from EU Member States, and most did not answer the questions on the
environmental, social or human rights impacts of the interim EPA; moreover, the few that did mostly replied that they did not know about this topic.
Nonetheless, one respondent from Mauritius saw moderately positive results in terms of environmental, social and human rights impacts. In interviews with
civil society organisations in ESA countries, most had a low level of awareness of the interim EPA and thus of its possible environmental, social or human
rights impacts, while in interviews with government and the private sector, environmental, social or human rights impacts were not among the main topics
raised.

45 Secretariat for the Convention on Biological Diversity (2020), Madagascar - Main Details, https://www.cbd.int/countries/profile/?country=mg

46 Bureau national de coordination REDD+ (2017), Analyse des moteurs de déforestation et de dégradation dans les écorégions des foréts humides de I'Est
et des foréts séches de I'Ouest de Madagascar, https://bnc-

redd.mg/images/documents/rapports/Rapport_final _MoteursdelaDeforestationetDegradationdesforets.pdf

47 Global Carbon Project, http://www.globalcarbonatlas.org/en/CO2-emissions
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Table 10: CO2 emissions (metric tons per capita) from fossil fuel combustion, 2012 and 2018 levels

0.15 3 12

2012
2019 0.16 3.41 10.98

Source: Knoema, based on JRC EDGAR*

The CGE modelling undertaken by DG Trade suggests that changes in trade due to the interim EPA
have had little impact on the carbon dioxide emissions of the signatories to the agreement. In fact, the
modelling predicts that CO2 emissions were slightly lower than they would have been in a scenario without the
Agreement in Madagascar (-3.3%) and Mauritius (-2.6%). In Zimbabwe, emissions are predicted to have been
essentially the same (a 0.03% increase is calculated) with the EPA than without.4?

Changes in flows of the volume of exports and imports and the type of transport used to move them can also
affect the environmental impact of the interim EPA. Data show an increase in the tonnes of exports arriving
in the EU from Madagascar, Seychelles, and Zimbabwe by air over the period 2012-2019. Considered as
a percentage of the weight of all goods transported by sea, air, rail, or road, which are the four principal modes
of transport, the share of goods arriving in the EU by air has increased from all four countries between 2012
and 2019.5° Trends up to 2018 show a rising trend for all four countries, but 2019 saw a drop in the share of
air transport for all except Seychelles.

For EU exports to these four ESA countries, there has been a 12% increase in the total weight of goods
transported by air. However, as there has been an overall increase in exports by weight, and the proportion
of goods transported by air in the total weight of all goods leaving the EU (by all means of transport) was
slightly smaller in 2019 compared to 2012. Overall, it appears that, due to the rising quantities and shares
traveling by air, carbon dioxide emissions from goods transport between the EU and the ESA are likely
to have risen. The EPA may have influenced these trends; nonetheless, total emissions from goods transport
are estimated to be far lower than national emissions in ESA countries.

Article 49 of the interim EPA notes that cooperation on natural resources and the environment will support the
implementation of international environmental agreements, conventions, and treaties. The interim EPA
moreover calls for development cooperation between the EU and the other signatories of the agreement
covering areas important for environmental concerns, including management of natural resources and
biodiversity and sectors such as mining, agriculture, fisheries, and energy.%' The development matrix in Annex
IV of the Agreement includes addressing environmental impacts. The five ESA countries have ratified a
broad range of international environmental agreements, including key agreements such as the Convention
on Biological Diversity, the Paris Agreement on Climate Change, and the Basel Convention on Hazardous
Waste. Nonetheless, a few agreements regarding fisheries and fish stocks have not been ratified by Comoros
and Madagascar.5?

48 Knoema, CO2 emissions per capita: https://knoema.com/atlas/Zimbabwe/CO2-emissions-per-capita, based on JRC EDGAR emissions inventory and
modelling: https://edqar.jrc.ec.europa.eu/overview.php 2v=booklet2020&dst=CO2pc

49 Changes were not calculated for Comoros, which joined the agreement only in 2019, or for Seychelles. The CGE modelling found that the change in the
EU’s CO2 emissions was essentially zero.

%0 See Annex X for a graph showing the evolution of the trend for each ESA4 country over the period.

51 See Chapter IV of Interim Agreement establishing a framework for an Economic Partnership Agreement between the Eastern

and Southern Africa States, on the one part, and the European Community and its Member States, on the

other part, 2012/196/EC

52 Those not ratified include, notably: the Agreement for the Implementation of the Provisions of the United Nations Convention on the Law of the Sea of 10
December 1982 relating to the Conservation and Management of Straddling Fish Stocks and Highly Migratory Fish Stocks (1995); the Southern Indian
Ocean Fisheries Agreement (2006). Zimbabwe has not ratified a number of marine fisheries agreements, but as the country is land-locked this is less
relevant.
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Information on implementation of multilateral agreements is not always easy to find. Concerning the
Convention on Biological Diversity, all ESA5 countries have fulfilled their reporting obligations. Moreover, all
have established or updated their national biodiversity strategies since 2012. Nonetheless, whilst all five
countries are signatories to the Convention on International Trade in Endangered Species of Wild Fauna and
Flora (CITES), as biodiversity hotspots they are vulnerable to illegal trade in endangered species. For example,
Madagascar is an important exporter of reptiles and amphibians as pets, and whilst there is legal trade for
Malagasy species regulated under CITES, researchers have found that illegal trade in CITES Appendix |
species has increased significantly and strongly impacted wild populations.5® Consequently, while all five
ESA countries have taken steps to implement biodiversity conventions, important gaps remain.

Moreover, all five ESA countries have ratified the UN Framework Convention on Climate Change as well as
the 2015 Paris Agreement. The ESA countries have taken a range of actions to address the greenhouse
gas emissions and to adapt to climate change. Madagascar’'s 2015 energy policy calls for the development
of renewable energy and for reforestation to ensure fuelwood, which continues to be the country’s main energy
source. Mauritius set up a renewable energy agency in 2016. The countries have addressed climate
adaptation: Zimbabwe, for example, launched a project on resilience in agriculture, co-financed by the Green
Climate Fund.

A review of EU development cooperation projects in the five ESA countries has identified projects in
key sectors that are cited in the interim EPA and that can have important environmental impacts. These
include fisheries and agriculture projects, for example to develop more sustainable production techniques and
to improve the climate resilience of these sectors. Several countries have also engaged in projects supporting
the development of renewable energy; in the case of Mauritius, projects have supported the diversification of
the sugar cane industry towards production of ethanol to be used as a renewable energy source. This is
particularly relevant given the ceasing of the Sugar Protocol from 2009 that effectively reduced prices for
Mauritian sugar, an important export.

A brief review of the support planned for the ESA interim EPA under the 11" European Development Fund
Regional Indicative Programme for Eastern Africa, Southern Africa and the Indian Ocean found little mention
of support for environmental objectives mentioned in the EPA.%* Review of specific action documents for ESA
countries to support the interim EPA found that where there are references to environmental objectives, these
tend to be limited in scope.% Nonetheless, EU financing for multilateral environmental agreements (such as
the Green Climate Fund under the UNFCCC) can also support policy developments and investment projects
for environment and climate in ESA countries.5¢

Overall, the main environmental impacts arising from the interim EPA appear to be linked to the scale
of production and exports from ESA countries (including increasing exports sent to the EU via air). Since
the provisional application of the EPA, it appears that ESA exports have remained concentrated in a few
sectors, mainly commodities. Consequently, there has not been a major composition effect, as could occur if
exports move to higher-value goods with lower impacts for the volume of trade. The information available
hasn’t identified changes in techniques that could lead to more efficient production of export products, though
it cannot exclude that shifts are underway. A fourth dimension where the interim EPA could influence
environmental impacts — and social, gender and human rights impacts — is via improvements in governance:
the ESA countries have made progress in the implementation of key multilateral environmental agreements

53 Janine E. Robinson, lain M. Fraser, Freya A.V. St. John, J. Christian Randrianantoandro, Raphali R. Andriantsimanarilafy, Julie H. Razafimanahaka,
Richard A. Griffiths, David L. Roberts (2018), ‘Wildlife supply chains in Madagascar from local collection to global export’, Biological Conservation, Volume
226, Pages 144-152, https://doi.org/10.1016/j.biocon.2018.07.027

54 European Commission (2015), Regional Indicative Programme for Eastern Africa, Southern Africa and Indian Ocean 2014-2020,
https://ec.europa.eu/international-partnerships/system/files/rip-ea-sa-io-signed-20150604 en.pdf

%5 See, for example, European Commission (2016) Action Document for Zimbabwe EPA Support Project https://ec.europa.eu/international-
partnerships/system/files/c 2016 8091 f1_annex_en 4 zimbabwe epa_support.pdf

%6 See also Annex X (Tables for Task 10)
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and in the development domestic environmental policies. The assessment has identified examples of EU
support for policy and programme developments, but a clear link to the interim EPA was not found.

6.3 Social, gender and human rights trends

Key trends in employment (including women’s employment) in the ESA countries include the following
(see Annex X for sources and further details):

*= The overall formal employment rates®” (including formal and informal employment) for the ESA5
countries show wide differences, ranging in the 2010-2019 from about 40% in Comoros to about 80%
in Madagascar.%® Moreover, national levels did not change notably after the provisional application of
the interim EPA in 2012.

= Available data show that informal employment plays an important role in ESA countries, ranging
from about 93% in Comoros (2014) to 14% in Seychelles (2019). There appears to have been an
increase in informal employment since 2010, more accentuated for female employment, in particular
in countries where agriculture is the main employer (as in Madagascar and Zimbabwe).

=  While agriculture remains the main employer in Madagascar and Zimbabwe, there has been a slow
shift towards services from 2010-2019, and employment in services increased from 20.6% to 26.8%
in Madagascar and from 62.6% to 68.6% in Mauritius, though the increase in Zimbabwe has been
much more limited. Tourism was a growing area for service sector employment.

= Female employment ranged from about 35% of the adult female workforce in Comoros to about 82%
in Madagascar. Tourism has been a growing source of jobs for women in some countries. Overall,
female employment has increased more than male employment.

= Unemployment is below 10% for all ESA countries, but higher for women than for men. While data
are not complete, there appears to be an overall decrease of unemployment in the ESA countries over
the time.

= Average earnings range greatly across ESA countries, with agriculture having lower average
earnings than other sectors and services having higher average earnings. Women’s wages remain
lower across all sectors in all countries, and particularly in agriculture. However, average earnings for
female workers in Mauritius rose from about 46% of the male average in 2011 to 55% in 2019, and
some increases were seen in other ESA countries.

These employment trends are linked to a broad range of factors: national policies (supported to some extent
the EU development cooperation), demand for goods from the EU and from other commercial partners such
as China and the US, and political stability in the countries and global economic trends. The ESA countries
have made several actions to develop their social, labour and gender policies since 2012. For example,
while it had already ratified all fundamental International Labour Organisation (ILO) Conventions before 2012,
Madagascar has ratified two additional ILO instruments in 2019 which are, among others, relevant to

57 Employment rates are calculated as employment-to-population ratios expressing the number of persons who are employed as a percent of the total workin
age population. Employed persons include those in formal and in informal employment: ‘Persons in employment are defined as all those of working age who,
during a short reference period, were engaged in any activity to produce goods or provide services for pay or profit. They comprise employed persons “at
work”, i.e. who worked in a job for at least one hour; and employed persons “not at work” due to temporary absence from a job, or to working-time arrangements
(such as shift work, flexitime and compensatory leave for overtime).” Employment in this sense includes all work for pay or profit, but excludes own-use
production of services or goods, unpaid trainee work, volunteer work or other work activities that are not for pay or profit (see: ILOSTAT concepts and
definitions, https.//ilostat.ilo.org/resources/concepts-and-definitions/ and ILO, Resolution concerning statistics of work, employment and labour
underutilization, diagram 1, available at:

http://www.ilo.ch/wemsp5/groups/public/---dgreports/---stat/documents/normativeinstrument/wcms_230304.pdf)

%8 |LO data: https.//www.ilo.org/shinyapps/bulkexplorer54/?lang=en&segment=indicator&id=EMP_2WAP _SEX AGE RT A
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combating child labour and forced labour,% both key social issues in the country: C189 on domestic workers
and the 2014 Protocol to the 1930 Convention on Forced Labour. The instruments entered into force in
Madagascar in June 2020.69 Furthermore, in 2018, Madagascar amended its legal framework on child labour
to prohibit the worst forms of child labour and in 2015 adopted a Code of Conduct for combating child labour
in the vanilla sector.®' Zimbabwe’s 2013 Constitution recognises and protects labour rights. Nonetheless, a
range of problems have been observed since the provisional application of the interim EPA in 2012, as seen
in complaints to the ILO’s Committee of Experts on the Application of Conventions and Recommendations:
these including anti-union actions (sometimes by applying violence), discrimination against women and child
labour, in particular in low-income ESA countries.

The results of the CGE modelling for Madagascar, Mauritius, and Zimbabwe (and the PE model for
Seychelles), undertaken by DG Trade, suggests that the overall impacts of the interim EPA have been
limited, though positive, for both the ESA countries and the EU in terms of outputs, exports and
imports and salaries. The modelling exercise suggest sugar cane in Mauritius, agriculture in Zimbabwe, fish
processing Madagascar and Seychelles, and the textiles in Madagascar and Mauritius all benefitted compared
to a scenario without an agreement. It should be recognised that CGE modelling involves a set of assumptions
and mechanisms and their use has been questioned in particular when applied to developing countries whose
trade is concentrated in a few sectors with a limited number of trading partners (in these cases, CGE models
may underestimate the impact of trade liberalisation).62 Modelling results indicating increased output and trade
in a sector may not, however, necessarily translate into increased employment or salaries for workers, or
improved working conditions for those employed. Other factors, such as implementation and enforcement of
international conventions, competitive pressures from the international markets, shifts in demands, external
shocks can influence the levels and conditions of employment.

Human rights vary significantly across the five ESA countries, with Mauritius ranked among the highest
countries in the world, while human rights in Madagascar and Zimbabwe have been affected by political and
economic instability. The countries have further developed their human rights policies since 2012,
Seychelles established a Human Rights Commission in 2018, and Mauritius has improved its institutional and
policy framework aimed at accelerating the elimination of discrimination against women and promoting gender
equality, by establishing a Ministry of Justice, Human Rights and Institutional Reforms in September 2017 and
a national mechanism for reporting and follow-up in December 2017.

EU development cooperation has supported social, gender and human rights issues in ESA countries:
it included, for example, support for women entrepreneurs and promotion of activities of young people and
women working in export sectors in Madagascar; funds to empower low-income women, persons with disability
and other vulnerable groups in Mauritius, focusing on women’s empowerment; and support for civil society
organisations and for disenfranchised and vulnerable groups in Zimbabwe (see Annex X and Chapter VIII).

The interim EPA, as an economic and trade agreement, can influence the right to an adequate standard
of living: this right, and in particular the right to food, has been problematic, especially in Madagascar and
Zimbabwe, which have both seen rising undernourishment and are at risk of famine. While both countries
export crops to the EU, the evidence does not indicate that the interim EPA has contributed to their food crises
or made food less affordable: for the most part, neither exports nor imports of staple foods with the EU are an

% Madagascar had already ratified the following instruments related to child labour: ILO C. 138, Minimum Age; ILO C. 182, Worst Forms of Child
Labour; UN CRC; UN CRC Optional Protocol on Armed Conflict;: UN CRC Optional Protocol on the Sale of Children, Child Prostitution and Child
Pornography; Protocol to Prevent, Suppress and Punish Trafficking in Persons, Especially Women and Children.

60 https.//www.dol.gov/agencies/ilab/resources/reports/child-labor/madagascar

67 Decree No. 2018-009 of 11 January 2018 amending and supplementing certain provisions of Decree No. 2007-563 of 3 July 2007.

%2 For a review of the main issues related with the use of CGE models in EU trade policy, see Nilsson, L. (2018). Reflections on the Economic Modelling of
Free Trade Agreements. Journal of Global Economic Analysis, 3(1), 156-186. doi:http://dx.doi.org/10.21642/JGEA.030104AF INTO REFERENCES
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important item of trade.®3 The interim EPA also seeks to strengthen governance and the business environment,
and doing so may have social and human rights impacts; while both governance and the business environment
have improved in ESA countries, and EU development cooperation has provided support, there is not sufficient
information to identify a direct link to social and human rights improvements (see Chapter 7).

A concern, raised for example by the UN Special Rapporteur on the Right to Food,%* is that the removal of
tariffs under agreements such as the interim EPA could lead to a loss of revenues for developing country
governments, jeopardising public expenditure in areas related to economic, social and cultural rights, such as
the rights to education and to health. Recent data does not, however, show broad declines in ESA
government expenditure on health or education as a share of GDP since the introduction of the interim
EPA (see Annex X for further details).

6.4 Focus on impacts related to key economic sectors

The influence of the interim EPA on social, gender, human rights and environmental conditions can be explored
further by looking at ESA economic sectors that are major exporters to the EU. Table 93 in Annex X provides
an overview of key issues in such sectors — please see Annex X for further details. The table provides
indications of the interim EPA’s impacts, drawing on information in the annexes, the results from the CGE
modelling of changes in exports under the interim EPA compared to a scenario without the Agreement (for
further information, please see Chapter 5) and the overview of EU development cooperation.

Among the issues identified, there have been reports of child labour in agriculture, including for export
crops such as vanilla, tobacco and sugar produced in Madagascar and Zimbabwe. This appears linked to
several factors, including extreme rural poverty. While it is likely that some products involving child labour have
been imported to the EU, a direct link to the interim EPA was not found.

Social and human rights conditions in mining — including mica mining in Madagascar and diamond
mining in Zimbabwe — have been a concern, along with the environmental impacts.®5 In February 2020,
the European Parliament adopted a resolution on child labour in mines in Madagascar in which it urged the
Commission to clarify that no minerals produced by child labour were imported into the EU.5¢

A range of environmental impacts have been identified for major ESA exporting sectors, potentially
including indirect deforestation pressures in Madagascar from vanilla production, water abstraction for tobacco
cultivation in Zimbabwe and textiles production in Madagascar and Mauritius, and pressures on coastal zones
and on fish stocks from fish exports from the island ESA countries.

EU development cooperation has addressed environmental, social and human rights issues in some
key ESA exporting sectors, for example supporting restructuring in Mauritian sugar production. Concerning
mining, Annex IV of the interim EPA includes the “promotion of health and safety standards” among the
potential areas for development cooperation; however, a review has not identified any projects in this area.

6.5 Key findings

The review of the evidence gathered so far indicates that the interim EPA overall has as yet not had major
impacts on environmental, social conditions, gender and human rights conditions in ESA countries.
For example, the CGE modelling estimates that CO2 emissions have decreased slightly in Madagascar and
Zimbabwe compared to a scenario without the Agreement; exports in several ESA sectors have increased

83 Madagascar exports a small volume of high-value rice to the EU but imports much larger volumes of rice, a main staple in the country, from Asia. Zimbabwe
exports small volumes of vegetables (and also of coffee and flowers) to the EU, and it imports a small volume of wheat and meslin. Zimbabwe imports larger
volumes of wheat and meslin, as well as rice and maize, from non-EU countries.

% UN Special Rapporteur on the right to food, ‘Report of the Special Rapporteur on the right to food, Jean Ziegler’ (10 January 2008) UN Doc A/HRC/7/5.

% These are also issues for gold mining in Zimbabwe: for further details, please see the case study on mining.

%6 European Parliament Resolution of 13 February 2020 on child labour in mines in Madagascar (2020/2552(RSP)).
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according to the modelling, and these may have led to small improvements in employment and wages in these
sectors as well as for the economy as a whole.

The countries have made some policy and institutional reforms: while progress and actions have
varied, there thus have been improvements in governance. The EU has provided support in a number of
areas through its development cooperation, though strong links between national reforms, EU development
cooperation, the Agreement itself and environmental, social and human rights conditions were not found.
Positive examples include EU support for restructuring and innovation in the sugar sector in Mauritius. On the
other hand, in Madagascar and Zimbabwe, it appears that political and economic instability has been a major
factor shaping social and human rights conditions.

Concerning environmental impacts related to the interim EPA, these mainly appear linked to the scale
of EU exports. Major structural effects linked to a diversification of exports have not been identified (indeed,
Chapter 5 indicates that there has been greater concentration of exports to the EU rather than a diversification).
The analysis did not find information on improvements in environmental management techniques or
governance leading to reduced environmental impacts, though actions under the interim EPA as well as the
SFPAs to better regulate fishing may lead to such results (see the case study on fisheries).

The review of major exporting sectors has identified important ongoing environmental, social, gender
and human rights concerns. These include concerns over social conditions in agricultural sectors with major
exports to the EU, including vanilla produced in Madagascar and tobacco in Zimbabwe. While low salaries and
instances of child labour and cases of disrespect of labour rights (see above) are not specifically a direct result
of trade with the EU, these issues are a concern for sectors exporting to the EU. Concerns over labour
conditions have been raised in manufacturing sectors, such as the production of textiles in Madagascar. In this
sector as well as others including agriculture, women appear to be more adversely affected. Increased
production in this sector can also increase water consumption and water pollution. There are strong social,
human rights and environmental concerns linked to mining in Madagascar and Zimbabwe. In sum, social,
gender and human rights concerns in these sectors have continued under the interim EPA. The information
available hasn’t identified a strong link between the introduction of the interim EPA and changes in these
sectors, though EU development cooperation has sought to strengthen governance. These concerns
nonetheless indicate key areas where further policy action is needed.
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7. Horizontal effects on governance and business environment

The topics of governance and the business environment are closely linked; nonetheless, this section focuses
on each separately. The first paragraphs review provisions of the interim EPA for these two topics. The section
then looks at international measures of governance and of the business environment in the five ESA countries.
As development cooperation is a key mechanism under the interim EPA to address both, the section then
briefly reviews cooperation projects and programmes in these areas.

The interim EPA has few provisions on governance.%” As a general objective, the Agreement calls for improving
“good governance in the ESA region” (Art. 2(b)), along with regional integration and economic cooperation;
however, this objective isn’t directly accompanied by implementing provisions. The Agreement identifies
governance as an area for technical assistance in the Development Matrix (Annex V), including in the following
three areas: “Technical assistance for exchange programmes and capacity building on water governance...”
(area 1(d)(iii); “...institutional governance to facilitate faster implementation of customs administration and
procedures to meet emerging security requirements.” (area 3(a)(vi)); and improved governance for trade
facilitation (area 4(b)).

It is expected that the negotiations on deepening the EPA will devote further attention to governance, as the
Rendezvous clause (Art. 53(i)) identifies “cooperation and dialogue on good governance in the tax and judicial
area” as one the areas for negotiation for a full and comprehensive EPA.

The interim EPA contains several provisions related to the business environment. Its general principles include:

= “establishing and implementing an effective, predictable and transparent regional regulatory
framework for trade and investment in the ESA region...” (Art. 2(f))

The development of the regulatory framework is also a provision mentioned in articles concerning
fisheries, ICT, natural resources and environment. Moreover, Annex |V identifies the regulatory framework
as a potential area for development cooperation for these areas and also for energy, agriculture, mining and
regional economic cooperation. The development framework also refers to “strengthening of judicial security
and legality” for private investment, commercial laws, employment laws, foreign investments, consumer rights
and intellectual property rights (area 4(d)). In addition, the Development Matrix includes the following areas for
potential cooperation:

= “Support policy development (of business-friendly laws and regulations)” (area 5(a)), including reviews
of business and commercial laws

= “Establish mechanisms to encourage Public Private Partnerships and Community Private
Partnerships” (area 5(b))

Negotiations for the deepened EPA are expected to address the business environment: among the topics
included in the Rendezvous clause are, for example, “cooperation and dialogue on good governance in the
tax and judicial area” (Art. 53(i)). Consequently, the interim EPA sets out development cooperation as a

57 While the interim Agreement does not define governance, several international organisations have done so. A report of the African Union,
referring to UN work, sets out the following components of good governance: “...legitimacy, whereby the government has the consent of the
governed; accountability that ensures transparency and answerability for actions; respect for law and protection of human rights; and competence,
which consists of effective policy making, policy implementation and service delivery”. See: African Union, The Africa Governance Report:
Promoting African Union Shared Values (Prepared by the African Peer Review Mechanism in collaboration with the African Governance
Architecture), January 2019, available at: https://au.int/sites/default/files/documents/36418-doc-eng- the africa governance report 2019 final-

1.pdf
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key mechanism to support ESA countries for the development of both governance and the business
environment.

7.1 Overview of country developments on governance

The World Bank’s most recent indicator scores®® for the five ESA countries, presented in terms of the global
percentiles, are shown in Table 11 below: these scores are relative, as they present a national ranking in
comparison with other countries in the world. The scores vary widely across the countries and across the
dimensions of governance. For the two higher-income ESA countries, Mauritius and Seychelles, almost all
scores are in the top five percentiles globally, while in the three lower-income countries, the scores are in lower
percentiles.

Table 11: Governance indicators for the five ESA countries (2019): global ranking (percentile)

Voice and

Accountability 28.08 37.93 73.40 58.13 16.75
Political Stability / 41.90 37.62 74.29 69.05 14.76
No Violence

Government 3.85 12.02 77.88 71.15 10.58
effectiveness

Regulatory quality 10.58 22.60 79.33 49.04 6.25
Rule of law 12.50 15.87 76.92 59.13 8.17
Control of corruption 15.38 15.87 63.94 81.25 10.10

Source: World Bank, Worldwide Governance Indicators, available at: https.//info.worldbank.org/qovernance/wqi/

Note: The scores present a ranking among countries across the world on a score of 0 to 100

Since 2010, while trends have varied, the five ESA countries have generally seen improvements in
terms of their ranks: their scores for voice and accountability, political stability, government
effectiveness and regulatory quality have risen in most of the countries. It should be noted that these
scores represent global rankings, with large uncertainties.

The African Development Bank has made a Country Policy and Institutional Assessment (CPIA) for 37
countries, including three ESA countries (Comoros, Madagascar and Zimbabwe). These scores cover six
areas: governance, economic management, structural policies, infrastructure and regional integration, and
social inclusion and equity. The three ESA countries all score below the African average. While Comoros and
Zimbabwe have seen small improvements in their overall CPIA scores between 2004 and 2018 (the years for
which data are available), for Madagascar there has been a small decline.

Country policy developments have been reviewed in other parts of this report (including section 6 above).
These show a range of policy developments: for example, their environmental policy actions have included the
development of new national biodiversity strategies, climate adaptation projects and other actions.

%8 For over two decades, the World Bank has presented annual indicators across six governance dimensions, based on work carried out by research
institutes, NGOs and other organisations. The World Bank notes that each national score is subject to a wide range of uncertainty. In addition,
there is an open discussion on the accuracy of these indicators
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7.2 Overview of developments in the business environment

One measure of the business environment is the Economic Freedom Index published by the Fraser Institute.
This index is based on a range of measures, including government consumption, income tax rates, judicial
independence, inflation rate, capital controls and regulatory burden. As for governance, the results provide
scores that synthesise complex national situations and thus are open to discussion and interpretation. An
overview of the scores for four ESA countries is presented in Table 12 (the index is not calculated for Comoros).

These four countries vary significantly in terms of their scores, with Mauritius ranked seventh in the
world in terms of economic freedom, ahead of all EU Member States, while Madagascar and Zimbabwe
were ranked in the fourth quartile globally. From 2012 to 2018, scores have improved in all of these
countries except Madagascar, where the absolute score fell slightly, and the country’s rank fell from the third
to the fourth quartile globally.

Another global index provides broadly similar results. The World Bank’s Doing Business index ranks Mauritius
as the 13" highest country in the world, while Comoros, Madagascar and Zimbabwe all rank in the lower half
of global economies in 2020. In this index, however, Seychelles ranks 100 out of 190 countries, so also in the
lower half. For this index, comparative rankings across the decade are not available.

Table 12: Economic freedom index for four ESA countries (2018 and 2013)

Index (2018) 6.20 8.21 7.49 5.21
Quartile (globally, 2018) 4 1 2 4
Index (2012) 6.37 7.97 7.29* 5.08
Quartile (globally, 2012) 3 1 2* 4

Source: Fraser Institute, Economic Freedom (data from the Freedom of the World: 2020 Annual Report). Available at:
https://www.fraserinstitute.org/economic-freedom/map ?geozone=world&page=map&year=2018

Notes: The index is not calculated for Comoros. 2012 data not available for Seychelles, and 2013 data used

7.3 Evidence of the interim EPA’s impact

While international measures of governance and the business environment have shown some improvements
since 2012, the interim EPA was only one of several influences, as internal political and social developments
and cooperation with other countries and with international organisations would have been among the
influences. Nonetheless, the interim EPA calls for development cooperation in several areas related to
governance and the business environment. A review of development cooperation programmes and projects
(see Chapter 8 and Annex Xl) has identified several relevant actions. These include the following:

Governance:
= Improving public financial management and transparency in Comoros

= Strengthening good governance, including public finance management, accountability and
transparency in Zimbabwe

=  Supporting government reforms and policy strategies in Madagascar

Trade facilitation:
= Regional Trade Facilitation Programme, to increase intra-regional trade in goods and services

= SADC Trade Facility Programme 2019-23, to strengthen capacities for simpler customs procedures
and reduce non-tariff barriers
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= Support to enhance Zimbabwe's integration into the regional and international trading system

Business environment:

= Support to improving the Investment and Business Environment in the SADC region 2019-2024, EUR
14 Million, to strengthen the investment policy framework, integrate financial markets and improve
financial inclusion for local businesses and SMEs

= Assistance to put in place a comprehensive framework on intellectual property in Mauritius, and work
to improve the business and investment climate in this country

Development projects have supported other aspects of governance, including civil society participation, for
example in Madagascar and Zimbabwe.

7.4 Key findings

Both governance and the business environment vary greatly across the five ESA countries, and international
indicators give higher scores to the higher income countries. For both areas, international indicators show
some improvements in ESA countries since the negotiation of the interim EPA.

While the influence of the interim EPA is difficult to discern, the agreement calls for development cooperation
to support governance and the business environment in the ESA countries. A review has shown that relevant
development projects and programmes implemented since 2012, both at a regional scale and for individual
countries, have sought to strengthen aspects of governance and improve key areas of the business
environment in the five ESA countries. Thus, EU action is linked to outputs in the areas of governance and
the business environment, and it is likely that it also has influenced in terms of outcomes within the countries.
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8. Development cooperation

8.1 Development cooperation commitments of the EPA

EPAs provide preferential and reciprocal market access to the EU market for the African, Caribbean and Pacific
group countries and to ACP markets for the EU. To support the African partners in their efforts to generate the
full benefits of the EU-ESA5 EPA, the EU and ESA countries agreed on areas for development cooperation,
which the EU grants generally through the EDF. The objectives of development cooperation within the EU-
ESAS5 interim EPAs are the enhanced competitiveness of ESA economies as well their structural adjustment.®
These objectives are to be met by focusing on the following themes (1) infrastructure development, (2)
productive sectors, (3) regional integration, (4) trade policy and -regulations, (5) trade development, (6)
adjustment cost and (7) institutions. These are laid out in a toolkit labelled the Development Matrix (Annex IV
of the interim EPA) that defines key areas, objectives and illustrative activities.”®

This Chapter is based on the analysis of internal country fiches of the European Commission (DG DEVCO)
about EU Development Cooperation with ESA5 countries as well as about 45 country-specific (Annex XI) and
more than 15 regional development programmes (Annex XllI) within the EDF. We also refer to the stakeholder
consultations, which only occasionally mention specific programmes, but give a good general impression about
the development cooperation within the EPA.

To summarize this chapter, the development component of the interim EPA contributed to these
objectives.

8.2 Development assistance to ESA5 partner countries

8.2.1 The European Development Fund as the main instrument

The development assistance to ESAS5 nations designed to help implement the interim EPA takes place
mainly within the framework of the EDF. They have been introduced as an instrument of development
cooperation with the founding of the European Economic Community in 1957; the first EDF started in 1959.
An EDF ensures grants for development actions in the framework of the Cotonou Agreement between the
ACP countries and the EU Member States. They are designed to promote the economic, cultural and social
development of the ACP States with a view to contributing to peace and security and promoting a stable and
democratic political environment. In addition to the ACP countries, the EU Overseas Countries and Territories
(OCTs) are included in the EDFs; they receive about 1.2 billion Euro of the 11t EDF. 7' Needless to say that
the ESA5 countries receive only parts of these funds.

An EDF programme is a multi-annual programme. The two relevant EDFs to be considered for the evaluation
within the EU-ESAS interim EPA are the 10t programme, lasting from 2008-2013, and the 11t EDF (2014-
2020). The 10" EDF activated almost 24 billion EUR, whereas the 11t EDF offers total funds of 31.6 billion
EUR (EPRS 2014). Although the 11t EDF coincided with the period of the multi-annual financial framework, it
is managed as a separate fund not covered by the EU budget (Gavas 2012, p.4).

Herrero et al. (2015) as well as EPRS (2014) give a detailed account of the functioning of the 11t EDF. The
programme is co-managed by the EU and the recipient country that appoints a National Authorizing Officer

% European Council (2012, Chapter IV) For the general objectives of the EPA, see Inception Report of the SIA in Support of Negotiations with ESA5
TRADE 2019/D2/D09: http.//research-sia-esa.eu/wp-content/uploads/2020/10/SIA-in-support-of-negotiations-with-ESAS_Final-inception-report.pdf,, p. 10-
12.

70 European Council, 2012, Annex IV. Unfortunately, this development matrix is not picked up in the development programmes set up to support the
readiness of ESA5 countries for the interim EPA.

" OCTs are 13 countries and territories with close connections to: Denmark, France and the Netherlands. They do not belong to the single market. Thus,
obligations imposed on third countries in respect of trade, particularly RoO, health and plant health standards and safeguard measures, also apply to them.
This distinguishes them from Outermost Regions (OM).
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(NAO) to run the process. On the EU’s side, the network of EU Delegations (EUDs) in the respective
partner countries plays a crucial role, closely cooperating with European External Action Service
(EEAS) and DG DEVCO. In order to make the programme within the EDF workable, the EU is allowing a 5%
share of administration costs. Although it had been discussed, the EDF does not foresee graduation, meaning
that countries who grow into the middle-income country will still participate in the EDF programmes.
Nevertheless, in the period of 2010-2012, LDCs received 56% of the payments (EPRS 2014, p. 17).

About 84% of the budget is dedicated to supporting National Indicative Plans (NIPs). These contain
emergency reserves as well as an incentive mechanism for reforming countries. An additional 12% are
dedicated to intra-ACP and inter-regional cooperation, and 4% are reserved for investment facilities. A recipient
country has to sign an NIP with the EU, which identifies three sectors to focus on. The disbursement of the
funds can be either on a project basis, as budget support (following certain criteria) or as sector support, which
also is directed at private actors. Internal and external auditing and monitoring processes are applied, which
have a good reputation (EPRS 2014, p. 15 and 18ff.).

The EU is supporting the ESA5-countries in the framework of different other programmes, mostly
organised in regional clusters, mirroring the Regional Economic Communities (RECs). For the ESA5
group, these include COMESA, SADC and the Indian Ocean Commission (IOC), which acts as a signatory for
several African regional economic communities (RECs) with the EU.7? Flagship projects are Smartfish (37
million EUR), ISLANDS (17.5 million EUR) and the Regional Integration Support Programme (RISP, 6.15
million EUR). It is also foreseen to use joint programming (JP) of EU members engaged in ESA5 and the EU;
which, however, is not used in all five countries. Finally, each of the ESA5 countries receives a grant of 10
million EUR (Comoros: 6 million EUR) for the implementation of the EPA in 2020.

8.2.2 Development Assistance for Individual ESA5 Countries™

In this sub-section, we briefly introduce the development assistance programmes relevant to the effectiveness
of the interim EPA that the EU has agreed upon with individual ESAS countries.

In the 10" EDF, Comoros received 60.65 million EUR (10.5 million EUR in the B-envelope for unforeseen
emergencies). In the A-envelope of the 10t EDF, Comoros received for Infrastructure and transports 27 million
EUR, education 11.25 million EUR, non-focal sectors 6.75 million EUR and others (incl. MDG Initiative) 5.23
million EUR. Within the 11t EDF, Comoros’ NIP concentrated on three areas, namely good governance,
infrastructure, mainly roads, and technical vocational education training. Because of a low absorption capacity
for funds, not all funds could be utilised in the foreseen time. Accordingly, the country is eligible to receive for
the following payments: good governance 17 million EUR, education vocational training 10 million EUR,
sustainable transport 36 million EUR and support measures 5 million EUR.

In addition, Comoros is supported through regional initiatives, in particular by the Regional Integration
Support Mechanism (RISM) within COMSA, the Smartfish programme of the IOC as well as ISLANDS
to support Small Islands Developing States (SIDS). It receives 6 million EUR for EPA implementation in
2020 as well as support for its accession to the World Trade Organization (WTO) and the interim EPA.
Comoros benefits from the thematic budget line: Climate Change (3 million EUR), Energy Facility (2.3 million
EUR) and civil society organization (2.3 million EUR). France as the only member state present in Comoros
and the EU agreed on JP.

Madagascar was allocated 588.2 million EUR in the 10t EDF but only received 303.61 million EUR until
end of 2013. The funds were allocated as such: infrastructure and transport 72 million EUR, rural development:

72 These programmes and the funds dispersed through the EDF are not always easy to disentangle; see also European Commission (2021, pp.39ff).

73 This subsection is based on internal country fiches of the European Commission (DG DEVCO) about EU Development Cooperation with Comoros
(31.01.2020), Madagascar (03.02.2020), Mauritius, Seychelles and Zimbabwe (21.0.2020 respectively). More details can be fund there. We also consulted
the 2019 and 2020 Annual Information Sheet in the Implementation of the Interim EPA between the EU and ESA States respectively as well as European
Commission (2020).
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63 million EUR, out of concentration 112 million EUR, TCF 8 million EUR and the B-envelope 48,61 million
EUR. The country signed the NIP for the 11" EDF in 2015. It focuses on governance, infrastructures and rural
development. In addition, there are funds available for the civil society and the NAO and the Technical
Cooperation Facility (TCF), in detail: governance 145 million EUR, infrastructures 230 million EUR, rural
development 132 million EUR, civil society support 5 and TCF and NAO support 7.4 million EUR.

The country received additional funds to repair the road network after a cyclone in 2017 within the B-envelope.
It benefitted from participating in regional programmes such as Smartfish, EcoFish (28 million EUR)
and programmes for maritime security, different EU facilities for water and energy as well as intra-ACP
programmes. Within RISM, Madagascar was encouraged to reduce tariffs and non-tariff measures (NTMs).
It has received funds within thematic budget lines, among them the Sugar Protocol (4.5 million EUR),
environment (3 million EUR), climate change (8 million EUR), the European Instrument for Democracy and
Human Rights (EIDHR). It receives 10 million EUR for EPA implementation in 2020 within PADEIR, and an
additional 12 million EUR in support of its trade capacity: 7 million EUR for the Business Climate Programme
and 5 million EUR for supporting young entrepreneurs. In addition, the European Investment Bank (EIB) is
engaged in multiple projects. Although member states are active in Madagascar, no JP takes place.

Mauritius was assigned 76.6 million EUR within the 10" EDF in form of general budget support (51.6
million EUR), support to non-state actors (NSA, 10.6 million EUR) and TCF (2 million EUR). In addition,
12.4 million EUR were assigned to the B-envelope. In the 11" EDF, Mauritius has received 7.9 million EUR
for health budget support (as a response to Covid 19) and 2 million EUR for TCF. It has met its commitment
under the NIP in 2018. Mauritius receives 10 million EUR for EPA implementation in 2020. Moreover, Mauritius
is eligible for support under regional programmes and receives support from the Africa Infrastructure Trust
Fund (AITF), e.g. for the extension of the container terminal of the Mauritius Port Authority, for the restructuring
of Cargo Handling Corporation Ltd. and for the extension of the airport of Rodrigues (loan plus grants of 20.2
million EUR in total). Thematic budget lines support among others migration policy, climate policy, restructuring
of the sugar cane sector (278 million EUR between 2006 and 2013), funds for civil society organizations (CSO),
with the aim of empowering women, and research in agriculture. The EIB is active in a number of infrastructure
projects, no JP takes place.

The EU supported Seychelles with 20.6 million EUR within the 10t EDF, of which 7.5 million EUR were
dedicated to general budget support,3 million EUR to education, 0.9 million EUR to governance and 9
million to the B-envelope. In the 11t EDF, the EU assigned 2.2 million EUR to support measures. An NIP
was signed for both programmes, JP is not planned. In addition to the EDFs, the EU supports Seychelles in
regional programmes including Smartfish as well as programmes for maritime security and ISLANDS Thematic
budget lines included climate change (3 million EUR) and social and human rights support of about 0.4 million
EUR. The EIB is participating in several infrastructure projects, including submarine cables and the renovation
of Port Victoria.

The support for Zimbabwe is barely trade-related but focused on health, agriculture, social aspects
and the B-envelope. Within the 10" EDF, the EU committed to 158.3 million EUR for the B-envelope.
The NIP for the 11t EDF was difficult to agree upon. The EU granted 126 million EUR for health, 103 million
EUR for agriculture, 45 million EUT for governance, 6 million EUR for civil society as well as 7 million EUR for
budget support. Additional ad-hoc payments in the B-envelope summed up to 30.5. million EUR. Zimbabwe
receives 10 million EUR for EPA implementation in 2020, but no further regional funds, mainly directed at
smoother customs clearance and improvement of SMEs’ competitiveness and export capacities. Thematic
budget lines concentrated on social and human rights aspects as well as wildlife conversation. Member
countries are interested in JP; the EIB has not been present in Zimbabwe for 20 years.
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8.3 Impact assessment of EU Development Assistance for ESA5: An overview

8.3.1 A general assessment of the 11" EDF

First, we offer an overview of the programmes’ impact.” The European Commission (2017) judges that the
EDF programming was relevant, as it responded to the recipient countries’ needs. Poverty reduction, attaining
the SDGs and aid effectiveness were key objectives. Herrero et al. (2015) see the concentration on low-income
countries (LICs) and least developed countries (LDCs) as positive and add that the so-called policy-to-practice
gap has been reduced under the changes governance of the 11t EDF. Concerning effectiveness, Herrero et
al. (2015) assess the sector concentration policy as successful. The European Commission (2017) argues that
effectiveness is principally high, and the goals are mostly achieved. However, this depends on the ACP
countries’ willingness and ability to pursue institutional reforms. In addition, Herrero et al. (2015) argue that
effectiveness is potentially reduced by a long programming process, the top-down approach of the EDFs in
principle, and a relative low connection between joint programming and EU bilateral programmes. This aspect
is directly connected to a central theme of the EU-ESA5 partnership, namely governance. The European
Commission (2017) sees potential for institutional reform. Efficiency of development assistance is very difficult
to measure. Neither of the studies uses an econometric model to test for the efficiency. The European
Commission sees improvements as compared to elder EDFs, but identifies a weakness related to the position
of the NAOs as well as a potential problem related to what is labelled as a “one-size-fits-all’-approach of the
EDFs.75 It cannot be said clearly whether this problem is relevant for the EU-ESA5 partnership.”®

8.3.2 Impact assessment for the direct support of the EU for ESA5 countries

The European Commission (through DG DEVCO) selectively and regularly conducts so-called Result Oriented
Monitoring (ROM) for individual projects with the EDFs for individual countries and additionally commissioned
evaluation tasks for the programmes such as Smartfish; IOC (2016) assesses this programme in general as
relevant and effective. The ROM are not systematically assessing the development efforts, in addition, they
do not concentrate on trade-related issues. In Annexes Xl and Xl respectively, the available results of more
concrete studies are presented in some detail.

In general, the fact that ESA5 countries requested to negotiate a deepened EPA is suggesting a
positive impact of the EU efforts. As for Comoros, DG DEVCO concludes that the support is relevant and
effective. There are, however, positive effects generated through Smartfish, namely the construction of two
fish landing stations (I0C 2018, p.23). For Madagascar, two ROMs show a similar institutional shortcoming
as well as reluctance to reform its trade regime. Smartfish was effective also in Madagascar, raising awareness
for technical issues (IOC 2018, p.23). The European support for Mauritius was successful in that the country
was able to reform its business licensing regulation including an e-licensing platform, which improved
Mauritius’ rank to 13™ in the World Bank Doing Business Report. It benefitted from Smartfish. In addition, the
Intellectual Property Law was modernised with EU help. Seychelles benefitted from infrastructure support
under the bilateral Sustainable Fisheries Partnership Agreement (SFPA) as well as further support under
Smartfish (I0C, 2018, p.23). However, efforts are hampered by governance shortcomings in Seychelles. For
Zimbabwe, no results have been reported.

74 Moreover, added value, complementarity and leverage are assessed. In addition, private sector development (e.g. fisheries and agriculture),
infrastructure and investment are considered. In 2015, the European Center for Development Policy management carried out an independent analysis of
the programming within the 11! EDF (Herrero et al. 2015). This evaluation concentrates on the process and less on outcomes; it would probably have been
too early in 2015 for the latter. Two years later, the European Commission, represented by the Evaluation Unit of the Directorate-General for International
Cooperation and Development, commissioned an external interim evaluation of the 11! EDF (European Commission 2017). Together with the ODI
Background Note of November 2012 (Gavas 2012) and the Ex-post evaluation of the EPA between the EU and its Member States and the CARIFORUM
Member States (European Commission 2021), these studies provide a reliable overview and a helpful framework for the task at hand. We will follow the
criteria used by the European Commission (2017) for our assessment of the individual programmes’ impact on ESA5 countries.

75 This critique resonates also with the general discussion about aid effectiveness; see e.g. Easterly (2007).

76 The European Parliament has long argued for an inclusion of the EDF’s budget into the general EU-budget. Consequently, the EPRS (2014) argues that
the double structure has high efficiency costs of 800million EUR per annum. This figure is not substantiated with a model. We wiill not pick up this discussion
in the assessment.
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8.3.3 Some general concerns

Despite the generally positive assessment, it is impossible to reject the counter-hypothesis, namely that
development aid is crowding out domestic activities of the recipient countries; in other words: Would the port
be renovated without EU funding or not? A second concern is about ownership. The latter concern has been
emphasised in the stakeholder consultations. While they did not focus on single projects, the stakeholders
made some general observations, which can be utilised to assess the EU’s development assistance for ESA5
and to increase its impact.””

The main concern of CSOs is that the agenda is driven too much by the EU. Governments emphasize
the beneficial effects of EU assistance; e.g. Mauritius praised the e-licensing platform. However, they also
argue that the technical and physical capacities of the ESA5 countries still are major obstacles to implement
all elements of the agreement and that project-based assistance may be rather complex to implement. The
three groups presenting the private sectors had three concerns: their limited readiness for the interim and
comprehensive EPA, the problem that EU assistance is not well-targeted to increase the export potential of
the enterprises and their own governments’ ability to implement the EPA.

The latter concern leads to the governance structure (or institutional setting) as one fundamental problem of
developing countries and consequently a major objective of development cooperation, namely the support of
developing countries to strengthen governance. Governance includes among others the fight against
corruption, the abidance to the rule of law, the definition and enforcement of private property rights and
administrative capacity. The vast literature on aid effectiveness has shown that institutional capacity building
(including trade policy, investment protection, regulation as well as human rights, social-environmental
aspects) is relatively effective. That said, it has also become evident that development cooperation is only
successful if the developing country in question takes the lead in tackling its governance problem. To keep in
mind this caveat can help to both manage expectations and to frame development cooperation policies as well
as the deepened EU-ESA5 EPA in the way that they are most effective.

8.4 Key findings

Although it is not trivial to exactly judge the overall impact of the EU’s development assistance to ESAS
countries in the process of implementation of the EU-ESAS interim EPA, it can generally be assessed as
positive. The different projects and programmes have increased the ability of ESA5 countries to make sense
of the interim EPA; at least they contribute to the two main objectives, namely enhanced competitiveness of
ESA economies as well their structural adjustment. Problems are the lack of ownership in the ESA5 countries
and deficits in the targeting of the measures on the EU’s side and governance weaknesses on the side of the
ESAS5 governments, albeit to a different extent. Mauritius seems to be an exception that made very good use
of the support. In sum, the EU assistance to ESA5 countries is coherent with the general objectives of the
interim EPA between the EU and the ESA5 partners.

7 The detailed results of the stakeholder consultations can be found in Annex V. The Team has interviewed 60 stakeholders in the ESA5-countries from
five groups: CSOs, governments, busines associations or national chambers of commerce, private sector economic operators and SMEs. These interviews
did not directly cover single projects of development cooperation such as introduced in this Chapter and its Annexes, but rather sought to find out the
general perception of the interim EPA and the negotiations of the comprehensive EPA.
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9. Conclusions

The objective of the conclusions is to synthesise the information collected in Phase | (Inception Phase) and
Phase Il (Ex-post Evaluation) of the project to form the ex-post in order to draw interim conclusions on a set
of questions.

9.1 To what extent have the objectives of the existing interim EPA been achieved?

According to the Official Journal of the EU, 78 the interim EPA aims at general objectives (Chapter |, Article 2),
more specific formal objectives (Chapter |, Article 3) and a number of specific trade related (Chapter Il, Article
5), developmental (Chapter V) as well as fishery related (Chapter Ill) objectives. These objectives overlap.
The general objectives or the interim EPAs are the following, and we will answer the evaluation question set
out above for each of them in turn:

Objective a: contributing to the reduction and eventual eradication of poverty through the
establishment of a strengthened and strategic trade and development partnership consistent with the
objective of sustainable development, the Millennium Development Goals and the Cotonou
Agreement;

1) In principle according to the economic modelling performed by DG Trade, ESA4 countries benefit from the
EPA with the EU in terms higher trade volumes. Beside the static effects, increased specialisation and
improvements in the international division of labour cause a reallocation of domestic productive resources
(labour and capital) to more productive uses. Domestic production in ESA4 countries rises, reflected by
increases in these countries’ real GDP (with EU GDP remaining largely unchanged).

2) Although poverty appears to have fallen slightly in the ESA 5 countries, particularly in Madagascar and
Zimbabwe between 2012 and 2019, a direct link to the interim EPA cannot be established.

3) Nevertheless, strong links between national reforms, EU development cooperation, the Agreement itself
and environmental, social and human rights conditions were not found. Modelling results suggest that the
interim EPA brought positive results, such a decrease in COzemissions and small improvements in wages,
compared to a scenario without the Agreement. This suggests a high positive impact of a TSD Chapter in
the deepened EPA.

4) The review of major exporting sectors has identified important ongoing environmental, social, gender and
human rights concerns. These include concerns over social conditions in agricultural sectors with major
exports to the EU. While low salaries and instances of child labour are not specifically a direct result of
trade with the EU, these issues are a concern for sectors exporting to the EU.

5) Concerns over labour conditions have been raised in manufacturing sectors (e.g. textiles and agriculture),
in which women appear to be more adversely affected. Increased production in agriculture also may have
the potential to increase water consumption and water pollution. There are social, human rights and
environmental concerns linked to mining in Madagascar and Zimbabwe.

Objective b: promoting regional integration, economic cooperation and good governance in the ESA
region;

1) The EU-ESA4 EPA has not prevented to a development of export concentration ratios and increased
specialisation in commodities in which ESA4 countries have international competitive advantage and
which can also be observed for goods exports to regional trade blocs such as notably SADC and COMESA.
As such the interim EPA contributes to deepening regional and intra-African trade integration. Furthermore,

8 COUNCIL DECISION of 13 July 2009 on the signing and provisional application of the Interim Agreement establishing a framework for an Economic
Partnership Agreement between the Eastern and Southern Africa States, on the one part, and the European Community and its Member States, on the
other part (2012/196/EC)
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the agreement also contributes to overall continental integration in Africa as it increased the preparedness
of ESA4 countries for implementing the AfCFTA.

2) In addition, the interim EPA has led to new trade opportunities for outermost regions and overseas
countries and territories, especially those in proximity to ESA4 countries, in different ways. As concerns
trade diversion at the expense of LDCs, those countries’ goods and services exports to the EU are hardly
affected by the EPA.

3) The ESA4 countries have also made a range of policy and institutional reforms: while progress and actions
have varied, there thus have been improvements in governance. The EU has provided support in a number
of areas through its development cooperation.

4) Moreover, there is no strong link between the introduction of the interim EPA and changes in the
organisation of business in the ESA countries, although EU development cooperation has sought to
strengthen the ESA countries’ governance structures. This indicates key areas where further policy action
is needed.

Objective c: promoting the gradual integration of the ESA region into the world economy, in conformity
with its political choices and development priorities;

As all ESA5 EPA countries are expected to finalise their tariff reduction schedules in 2022, one can expect
that the degree of competition will increase in ESAS countries by then. This would — everything else equal —
encourage direct investment and increase the integration of the ESA5 economies into the world economy.
Since this process takes time, we have not witnessed deepened integration as of December 2020.

Objective d: fostering the structural adjustment of the ESA economies and diversification including
value addition;

The interim EPA has mildly contributed to these objectives. However, the concentration ratio of ESA4 exports
has rather increased due to specialisation of African businesses, which is theoretically one of the effects of the
liberalisation process.

Objective e: improving the ESA region’s capacity in trade policy and trade-related issues;

The EPA and the accompanying development assistance helped the ESAS countries to build trade facilities;
here it is exemplified using the example of Smartfish.”®

1) As for Comoros, DG DEVCO sees governance problems as well as positive effects generated through
programmes such as Smartfish.

2) For Madagascar, two result-oriented monitorings (ROMs) show a similar institutional shortcoming as well
as reluctance to reform its trade regime. Smartfish was effective also in Madagascar, raising awareness
for technical issues.

3) The European support for Mauritius’ e-licensing platform increased trade policy capacity. In addition, the
Intellectual Property Law was modernised with EU help. Mauritius also benefitted from Smartfish.

4) Seychelles benefitted from infrastructure support under the bilateral Sustainable Fisheries Partnership
Agreement as well as further support under Smartfish. However, efforts are hampered by governance
shortcomings in Seychelles.

5) For Zimbabwe, no positive results have been officially reported for trade-related measures.

Objective f: establishing and implementing an effective, predictable and transparent regional
regulatory framework for trade and investment in the ESA region, thus supporting the conditions for

7 Smartish supported fishers directly with teaching to reduce losses in the fishing process, to consider ecological aspects stronger and to
improve management practices. See Annex XIl.
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increasing investment and private sector initiative and enhancing supply capacity, competitiveness
and economic growth; and

It is too early to judge to which extent an effective, predictable and transparent regional regulatory framework
has been established; there have been a number of projects, of which the successful efforts to increase the
institutional setting (e-licensing platform) in Mauritius stands out.

The interim EPA created an overall framework governing RoO. Despite concerns about the complexity, the
ESA4 countries made significant use of the EPA preferences made available to them by the EU.

Objective g: strengthening the existing relations between the Parties based on solidarity and mutual
interest. To this end, consistent with WTO obligations, the Agreement shall enhance commercial and
economic relations, support a new trading dynamic between the Parties by means of the progressive,
asymmetrical liberalisation of trade between them and reinforce, broaden and deepen cooperation in
all areas relevant to trade and investment.

In sum, the relations between the EU and ESAS5 countries have improved and shown some dynamism through
the interim EPA. First, both trade and FDI flows have increased. Both the CGE modelling conducted for
Madagascar, Mauritius and Zimbabwe and the PE model applied for Seychelles indicate that ESA4 countries
benefit from the EPA through higher exports to the EU in commodities in which they tend to have international
comparative advantages. Increased specialisation and improvements in the international division of labour
cause a reallocation of domestic productive resources (labour and capital) to more productive uses, which
causes domestic production to rise in ESA countries, reflected by increases in these countries’ real GDP (with
EU GDP remaining largely unchanged). This positive trend is further enhanced by reciprocal treatment,
meaning that not only ESA countries, but also the EU gets duty-free, quota-free market access into the EPA
signatory countries on substantially all trade and in line with Article XXIV of GATT. The fact that service trade
between the ESA4 countries and the EU (not covered in the interim EPA) also increased since the signing of
the interim EPA, can also be cautiously interpreted as a sign of increasing trade dynamics between the EU
and ESAS5 countries.

Second, the good relations also can be seen in the Minutes of the annual EPA Committee Meetings, which
document a trustful and result oriented collaboration, in which both partners try to react to each other’s reuests
and concerns. It can be expected that this good atmosphere will be (and obviously has already been)
transferred to the negotiations of the deepened EPA.

9.2 Which sectors, activities, groups or countries in ESA4 have benefited most as a
result of the EPA and which ones have incurred losses due to the EPA?

The review of the evidence gathered so far indicates that the interim EPA overall has not had major impacts
on environmental, social conditions, gender and human rights conditions in ESA countries. Concerning
environmental impacts related to the interim EPA, these mainly appear linked to the scale of EU
exports.

As concerns domestic sector output (overall production by domestic industries) in the EU and ESA
countries, the impacts of the EPA are estimated to be relatively low, often negligible for most sectors
of the economy. Nevertheless, the CGE and PE model employed by DG Trade respectively show some
significant effects.

1) Compared with a scenario without the interim EPA, Mauritius’ sugar products production is estimated to
increase by 52.1% , Mauritius’ fishery and seafood sector is estimated to gain 10.2%, and Mauritius’
textiles sector is estimated to expand by 6.3% (“Textiles”) and 5.7% (“Wearing apparel) due to the EPA.

2) Madagascar’s “Non-ferrous metals” sector is estimated to rise by 5.2% due to the EPA. Major structural
effects linked to a diversification of exports have not been identified.
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3) Despite not being covered in the interim EPA, ESA4 countries’ total services exports to the EU generally
increased from 2012 to 2018, amounting to 322 million EUR for Madagascar in 2018, 2 billion EUR for
Mauritius, 567 million EUR for Seychelles, and 207 million EUR for Zimbabwe.

4) For Mauritius and Seychelles, services exports to the EU are significantly higher than goods exports, driven
by these countries’ strong tourism services exports.

In absence of the EPA, EU total exports to Madagascar are estimated to be 30% lower, the EU’s manufacturing
sectors are estimated to benefit most from tariff reductions on the side of ESA countries, with “Manufactures
n.e.c.” (which includes a wide array of high and less knowledge-intensive products), “Machinery and
equipment” and “Other metal products” taking the lead. It should be noted that EU exports of “Wearing apparel”
to Madagascar and Mauritius show high percentage increases.

9.3 Has the EPA with ESA4 given rise to unintended consequences??°

The Team has interviewed 60 stakeholders in the ESA5-countries from five groups: CSOs, governments,
busines associations or national chambers of commerce, private sector economic operators and SMEs. These
interviews generated some general observations, which can be utilised to improve the EU’s development
assistance for ESA5 and to increase its impact.

1) The main concern of CSOs is that the agenda is driven too much by the EU. This is a general problem of
development cooperation and not easy to be solved.

2) Governments argue that the technical and physical capacities of the ESA5 countries still are major
obstacles to implement all elements of the agreement and that project-based assistance may be rather
complex to implement. While this observation may be in principle correct, a remedy would be to optimise
domestic governance structures so that the country can make the best use of the available funds.

3) The three groups presenting the private sectors had three concerns: their limited readiness for the interim
and comprehensive EPA, their own governments’ ability to implement the EPA and the problem that EU
assistance is not well targeted to increase the export potential of the enterprises. Indirectly, the interim
EPA did not consider these bottlenecks.

9.4 What are the shortcomings of the existing EPA that need to be addressed in the
deepening negotiations?

1) The first shortcoming is that the interim EPA lacks specific provisions to help achieve objective a (see
above). Negotiation of a TSD chapter thus seems a necessity for an improvement of labour and
environmental conditions and the achievement of this objective.

2) The focus of the interim EPA has been on the trade dimension and less emphasis has been placed on the
development dimension of the EPAs. The EPA development agenda would better be more balanced. It
could be based on a self-assessment of needs by the ESA5 countries themselves and take a demand-
side approach (meaning that the ESA5 countries outline their needs) in addition to a supply-side approach
(meaning that the EU specifies the funding available and how that funding can be utilised).

3) Concerns are raised about the complex nature of the interim EPA; it is argued to form a challenge for the
ESAS5 countries. In addition, some of the ESA5 private sector companies, including SMEs, find it difficult
to take advantage of the EPA. This is an important lesson for the potentially even more complex
negotiations about issues such as government procurement, competition or trade in services to come.

80 We follow the order suggested in the ToR but would like to make the point that the unintended consequences and shortcomings are very closely related.
In fact, all problems mentioned in 9.3 and 9.4 appear relevant for both.
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A number of challenges remain to be addressed for RoO to benefit stakeholders: a further simplification
of RoOs closer alignment of the development and trade components of the EPA; involve the private sector
and potential new investors in trade negotiations, to the extent possible.

9.5 What are good practices and lessons learned on EPA implementation on both the

1)

5)

ESA4 and the EU side?

The ex-post evaluation has shown that relevant development projects and programmes implemented since
2012, both at a regional scale and for individual countries, have sought to strengthen aspects of
governance and improve key areas of the business environment in the five ESA countries, despite the
small progress. Thus, EU action is linked to outputs in the areas of governance and the business
environment, and it is likely that it also has had an influence in terms of outcomes within the countries.

That said, governance is important as the positive example of Mauritius teaches; think of the e-licensing
system. This suggests that further development cooperation on governance is valuable.

Governments emphasize the beneficial effects of EU assistance; e.g. Mauritius praised the e-licensing
platform.

For most stakeholder we interviewed, information from the print and digital media, academic writing,
capacity building programmes, including meetings, have helped them learn more about EPAs and the
processes involved. This implies that the ESA5 countries should raise efforts to rise the awareness of the
deepened EPA in civil society.

Trade facilitation support, such as infrastructure projects, has had a positive impact. Although it cannot be
quantified, this avenue promises further success.
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Annex l. List of Tasks from Terms of Reference
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Develop a factual introduction to the study

Analyse existing studies and reports

Preliminary screening of impacts
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Develop a detailed work plan for the project

Determining the implementation, obstacles, and awareness of interim EPA
RoO
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SIA social analysis

SIA human rights analysis

SIA environmental analysis
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Annex Il. Overview of ESA5 and Liberalisation Schedules

Table 13: Overview of EU-ESA trade liberalisation schedule and exclusions

Liberalisation of EU imports Main exclusions from liberalisation

Madagascar

Mauritius

Seychelles

Zimbabwe

Comoros

89% of liberalisation in terms of tariff
lines, 81% of liberalisation in terms of
volume of trade

96% of liberalisation in terms of tariff
lines, 96% of liberalisation in terms of
volume of trade

98% of liberalisation in terms of tariff
lines, 97% of liberalisation in terms of
volume of trade

86% of liberalisation in terms of tariff
lines, 80% of liberalisation in terms of
volume of trade

95.7% of liberalisation in terms of
tariff lines, 81% of liberalisation in
terms of volume of trade

Source: Elaboration from DG TRADE publications®?

Start of effective
liberalisation: 2015

End: 2022

Start of effective
liberalisation: 2013

End: 2022

Start of effective
liberalisation: 2013

End: 2022

Start of effective
liberalisation: 2017

End: 2022

Start of effective
liberalisation:
202281

End: n/a

Meat, milk and cheese, fisheries,
vegetables, cereals, oils and fats,
edible preparations, sugar, cocoa,
beverages, tobacco, chemicals, plastic
and paper articles, textiles, metal
articles, furniture

Live animals and meat, edible products
of animal origin, fats, edible
preparations and beverages,
chemicals, plastics and rubber articles
of leather and fur skins, iron & steel
and consumer electronic goods

Meat, fisheries, beverages, tobacco,
leather articles, glass and ceramic
products and vehicles

Products of animal origin, cereals,
beverages paper, plastics and rubber,
textiles and clothing, footwear, glass
and ceramics, consumer electronic and
vehicles

Products of animal origin, fish,
beverages, chemicals and vehicles.

Table 14: ESAS5: Cultural, Political, Economic, and Regulatory Indicators and Infrastructure

Population, Culture, Social Aspects

Population

Urbanisation (%)

Ethnic diversity

Median age
(years)

Literacy in % of
population

846,000 26,955,000
294 38.5

n/a 0.861

20.9 20.3

58.8 74.8

1,379,000 96,000
40.8 57.5
0.632 n/a
36.3 36.8
91.3 95.9

87 Based on a personal conversation with DG Trade; official dates could not be found.
82 Terms of References, DG Trade publications, see https:/trade.ec.europa.eu/doclib/docs/2012/march/tradoc_149213.pdf and
https://ec.europa.eu/commission/presscorner/detail/len/MEMO 08 15

14,546,000 CIA
32.2 CIA
Fearon
0.366 (2003)
20.5 CIA
86.5 CIA
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Population below

poverty line 13.5 (2004)
(latest) %

Life expectancy at

birth (years) 6.7

Gini (latest) 55.9 (2004)
HDI (2018) 0.538

Political Liberties, Institutions

Civil liberties
(2018)

Political rights
(2018)

Press Freedom,
score and rank (of
180 countries,
2018)

29.77 (75)

CPI score and
rank (of 180
countries, 2018)

25 (153)

Economic Aspects

Unemployment

(2019) 3.7

Inflation (2019) 3.2

Diversification of

) 0.734
Doing Business:
score und rank
(out of 190 oS
countries, 2019)
* Getting Credit .,
(rank)
° Trading
across 120
borders (rank)
Africa regional
integration index )
score and rank
(out of 54, 2019)
IPAs signed e
Economic n/a

freedom score

81.8 (2010)

67.3

40.6 (2010)

0.521

27.68 (54)

24 (158)

1.7

6.7

0.761

161 (47.7)

132

140

0.296 (37)

6.14 (126)

0.5 (2012)

76.5

35.8 (2012)

0.796

28 (56)

52 (56)

6.9

0.9

0.708

13 (81.5)

67

72

0.424 (5)

11

8.07 (9)
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0.4 (2006)

75.6

46.8 (2013)

0.8

28.66 (63)

n/a

3.0

2.0

0.808

100 (61.7)

65

98

0.393 (11)

n/a

7.16 (63)

n/a

62.3

n/a

0.553

40.95 (126)

24 (158)

4.9

160

0.826

140 (54.5)

67

159

0.387 (12)

5.69 (145)

Ex-Post Evaluation

AU 2019

CIA

AU 2019

UN

FH

FH

RSF

Tl

Trading
Economics,
WEO

UNCTAD

World Bank

World Bank

World Bank

AU, ADB and
UNECA
(2020)

UNECA

Fraser
Institute



and rank (of 161
countries), 2019

Landmass (sq.
km)

Territorial sea/
exclusive

economic zone
(nautical miles)

Potential
agricultural land
(%)

Communication, Infrastructure

Internet

2,235

12/200

84.4

581,540

12/200

71.1.

2,030

12/200

43.8

455

12/200

6.5

SIA in support of negotiations with ESA5

386,847

n/a

42.5

Ex-Post Evaluation

CIA

CIA

CIA

7.9 4.7 53.2 56.5 23.1 CIA

access/Capita

Mobile telephony

61 41 141 189 92 CIA

contracts/Capita

Liner shipping

connectivity, score
and rank (of 104

n/a 10.7 (74) 28.6 (53) n/a n/a

countries), 2016

Paved/unpaved
roads (km)

Railways (km) 0 836 0 0

Airports (with

673/207 31,640 (total) 2,379/49 514/12 18,481/78,786 CIA

3,247 CIA

26 3 2 17 CIA

paved runways)

Explanation: We have always used the latest available dates, which means in a single case that we have
rather old information. It also implies that we do not always know the exact year. Most of the institutional indices
presented in the Table are based on experts’ assessments. Description of indices:

1)

The World Bank Doing Business measure consists of 12 sub-indices covering the following areas: Starting
a business, dealing with construction permits, getting electricity, registering properties, getting credit,
protecting minority investors, paying taxes, trading across borders, enforcing contracts, resolving
insolvency, Employing workers, contracting with the government. It is a dimensionless index normed
between 0 and 100 based on the simple average of the 12 sub-indices. A higher value signals easier
business conditions.

The diversification of exports is calculated by UNCTAD (2020) as a concentration index, based on the
Herfindahl-Hirschmann Index (here: Product HHI), with values between 0 and 1. An index value closer to
1 (to 0) is a sign that a country's exports or imports are highly (lowly) concentrated on a few products.

The Fraser Institute’s index of Economic Freedom consists of 26 indicators within five groups (size of
government, legal system and property rights, sound money, freedom to trade internationally, regulation)
and is an unweighted average ranging from 0 to 10. A higher value signals higher economic freedom.

The Freedom House indices of civil liberties and political freedom range between 1 and 7; a higher value

shows lower rights and liberties respectively.
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The corruption perception index (CPI) is calculated based on between 10 and 16 questionnaires
(depending on availability). If a country is including in three, it is covered. The measure is normed between
0 and 100. A lower score indicates higher corruption.

Ethnic diversity is calculated as a fractionalization index: F = 1 — ¥, pZ, with n denoting the number of
ethnic groups and pi denoting the share of the it ethnic group. A lower value indicates lower
fractionalization.

Press Freedom is calculated by Reporters without Borders based on a questionnaire with more than 80
questions. The outcome is transformed into an index between 0 and 100, with lower values indicating
higher press freedom.

The Liner Shipping Connectivity Index assesses a country's connectivity to global shipping networks. The
index uses an open scale, with a benchmark score of 100 corresponding to the highest value
(http://reports.weforum.org/global-enabling-trade-report-2016/).
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Annex lll. Research Methods and Analytical Model

Approach to the ex-post evaluation

Scope of the evaluation

The scope of the evaluation identifies what is evaluated, over what period and for which geographical area.
The thematic scope of the mini ex-post evaluation under this assignment includes all areas of the interim EPA,
while the geographic scope covers both the EU and its Member States and the ESAS5. The assessment begins
at the start of the provisional applications with each partner country (2012 for ESA4 countries), with recognition
of the limitations of Comoros having joined in 2019 only.

Baseline scenario

The evaluation questions were answered by comparing the changes observed with the situation before or
without the policy intervention and by assessing whether the changes observed can be attributed to the policy
intervention, at least to some extent (the causality link). The situation depicted with the ex-post evaluation will
provide the baseline for the SIA.

The definition of the baseline scenario takes into account regulations and trade provisions with the EU that
were implemented before the interim EPA’s provisional application or that would have been applied in the
absence of the EPA.

Intervention Logic (IL)

The intervention logic for the mini ex-post evaluation was presented above. It depicts the main objectives,
components and expected results of the policy intervention, and the expected causality links and assumptions
which will need to be verified during the evaluation.

Evaluation Matrix (EM)

The ToR for this evaluation defines the main evaluation questions to be answered (see above), which guide
the evaluation component of the assignment. The evaluation questions have been grouped under four
evaluation criteria (effectiveness, efficiency, coherence and relevance). In addition, the EM presents
judgement criteria for each evaluation question, specific indicators and sources to support the assessment.

Approach to economic impacts

The economic analysis in the ex-post component of this SIA makes use of the CGE economic modelling
(including a partial equilibrium analysis for Seychelles) undertaken by DG Trade. The analysis will also include
a discussion of the robustness of the results and outline limitations of the modelling, e.g. different degrees of
preference utilisation and the potential misrepresentation of dynamic impacts from innovation and FDI.

Based on this analysis, an assessment of the impact of dismantling barriers with a focus on the ESA5 countries
will be conducted, for each country individually, and as a group. This economic impact assessment focuses in
particular on investment flows (and also services). The analysis also takes into account possible effects on
governance as well as the business and investment environment; also, effects on regional integration efforts
and third parties will be analysed.

The table provides an overview of relevant data sources for evaluations that go beyond the results of the
economic modelling undertaken by DG TRADE, e.g. progress in the elimination of import tariffs, the
development of actual trade and investment volumes, the assessment of patterns in regional economic
integration (trade and investment), the development of primary, secondary and tertiary sectors, the
development of sector regulations, and progress concerning regulatory cooperation. The relevant data for the
analysis will be primarily taken from international databases outlined in the table below. Our analysis has also
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focused on identifying potential gaps in information availability. Gaps in international databases mentioned in
Table 15 may affect the economic analysis for individual countries in particular on foreign direct investment,
services trade and international public procurement. Gaps might occur when data availability differs between
countries covered in international sources or when data for the latest years are not yet available for some
countries. International sources often rely on information provided by individual countries and weak reporting
of such information might result in data gaps. Where applicable due to limited data availability in the
international sources outlined in Table 15, the team will consult and collect data from relevant national bodies
and statistical agencies in these countries.

Table 15: Economic analysis— themes, methods and data sources

Customs and trade
facilitation,
technical barriers to
trade

Economic
performance

Trade in goods and
market access

Trade in services

Regional economic
integration

Export
diversification

Trade
competitiveness

Literature review
Analysis of relevant legal framework

Data collection from industry players as well
as relevant national institutions and
international organisations

GDP; exports (as a contribution to GDP)

Export performance, international demand,
alternative markets and competitive
markets, directory of importing and exporting
companies

Export; import; turnover (imports/exports)

Import/export trade flows for services

Value-added content in exports, participation
in global value chains, the contribution of
services and digital trade, where relevant, to
the value-added content of exports.

Trade in intermediate goods and services)

Business process analyses on the value
chains of the various sub-sectors of the
industry to identify where the challenges are
in the value chains and devise possible
solutions.

Import/export trade flows in goods and
services

Revealed comparative advantage (RCA,
Balassa index);
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Resources provided by the African
Union, relevant national institutions
and WTO (reports, statistics, treaties)

WTO WITS database (non-tariff
measures (NTM) data).

Stakeholder consultation

Eurostat

WTO WITS database (international
merchandise trade)

ITC Trade Map

Eurostat (trade in goods statistics;
COMEXT database) WTO WITS
database (international merchandise
trade)

ITC Trade Map

Eurostat (trade in services statistics)
World Bank
UNCTAD

Central Banks?

OECD-WTO Trade in Value Added
(TiVA) database

Resources provided by the African
Union, relevant national institutions
and WTO

Stakeholder consultation

Eurostat (trade in goods statistics;
trade in services statistics)

Eurostat (trade in goods statistics;
trade in services statistics)



Consumer welfare

Small and medium-
sized businesses
(SMEs)

Competition policy

Investment and
private sector
development,
market
attractiveness

Intellectual property
rights

Public procurement

Agriculture

Consumer prices (rents, imports), product
quality, consumer choice (import as a proxy
for increased product variety)

Number of SMEs by sector

Number of SMEs that engage in cross-
border trade

Regulatory burden for SMEs

Intensive literature review
Analysis of relevant legal framework
Import or export-related (quasi) monopolies;

Main subsidy schemes in place; existing
transparency arrangements

Biggest SOEs and sectors with SOE
predominance

Special conditions or privileges given to
SOEs

Other practices such as targeted subsidies

FDI stock; FDI flow; business environment;
localised production

Description of the legal framework and
legislative requirements governing
liberalisation

Opportunities and challenges for EU SMEs

Border enforcement of

intellectual property rights (IPR), including
Gls

Description of the legal framework

Data on public imports

Description of the legal framework and
legislative requirements governing
liberalisation

Opportunities and challenges for EU SMEs

Contract award notices published in OJ
(available on TED)

Food and agriculture statistics
Global development data

Trade and output data
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FAO

Resources provided by the African
Union, relevant national institutions
and WTO (reports, statistics, treaties)

Stakeholder consultation

Trade by enterprise characteristics
database (for EU)

Resources provided by the national
administration

Stakeholder consultation

Resources provided by the African
Union, relevant national institutions
and WTO (reports, statistics, treaties)

Stakeholder consultation

UNCTAD bilateral FDI data
OECD bilateral FDI data

Resources provided by the African
Union, relevant national institutions
and WTO (reports, statistics, treaties)

Stakeholder consultation

Resources provided by the African
Union, relevant national institutions
and WTO (reports, statistics, treaties)

Stakeholder consultation

World Input-Output Database (WIOD)

Resources provided by the African
Union, relevant national institutions
and WTO (reports, statistics, treaties)

Stakeholder consultation

FAO
World Bank
Eurostat

WTO WITS database
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Development = |[ntensive literature review = UNCTAD

ISSUES = |nternationally comparable sets of data for = Resources provided by the African
trade and development and interrelated Union, relevant national institutions
issues in the areas of finance, technology, and WTO (reports, statistics, treaties)

investment and sustainable development « Stakeholder consultation

= Data collection from industry players as well
as relevant national institutions and
international organisations

Source: Own compilation

In stage Il (assessment of potential impacts of the deepening process), depending on data availability, the
team will refer to the modelling results to identify countries and sectors which gain from imports and exports.
We will also refer to changes in domestic output (production) on a country and sector basis.? The team will
also discuss the robustness of the results and explain the time horizon for the effects to materialise. CGE
models are suitable to estimate medium- to long-term effects, i.e. changes in the economy after a period of
several years that allow economic agents to adjust to new regulatory frameworks e.g. reduced tariffs or less
discriminatory rules for trade. While economies generally benefit from trade liberalisation in the medium- to
long-term (more output, more trade, higher standards of living), in the short term, increased competition causes
some groups to lose from trade liberalisation. Our team will discuss the “vulnerable” groups, the implications
for structural economic change, and point to measures that help to mitigate/ compensate for the negative
effects on these groups' incomes.

CGE analysis with MIRAGE (for Madagascar, Mauritius and Zimbabwe)

The CGE analysis is based on the MIRAGE model, which was developed and is maintained at the Centre
d'Etudes Prospectives et d'Informations Internationales (CEPII) in France. A detailed description is given in
Decreux and Valin (2007)8 and Bchir et al. (2002).8% The analysis is based on the GTAP database version
9.2 with the base year 2011. To account for recent changes in economic developments, key variables,
specifically GDP, population, labour force, the current account balance, the savings rate (for all regions) and
sectoral bilateral trade flows (for the partners) were updated to reflect 2019 data.® Furthermore, the tariff
preferences from the EPA, reflecting the state of implementation in 2019 have been incorporated as the
database pre-dates the implementation of the EPA.8

The counterfactual scenario is implemented by re-introducing tariffs and comparing the current situation to one
where the EPA would not be in place, i.e. a situation in which tariffs would have been left unchanged.
Implementation happens by removing applicable preferential margins. For the partner countries, the source of
these is the tariff schedules for 2019. For the EU, the sources are TRAINS? data via the World Bank’s WITS89
facility complemented by the CDC? database managed by DG TAXUD.

83 Relevant examples are given, for instance, in the impact assessment of the EU-Japan FTA. For an overview of outputs see, e.g., tables 4.5 and 4.6.
Available at https://trade.ec.europa.eu/doclib/docs/2018/july/tradoc 157115.pdf.

84 Decreux, Y. and Valin, H. (2007) "MIRAGE, Updated Version of the Model for Trade Policy Analysis with a Focus on Agriculture and Dynamics", CEPII
Working Paper 2007-15.

85 Behir, M.-H., Y. Decreux, J.-L. Guérin and S. Jean (2002) "MIRAGE, A CGE Model for Trade Policy Analysis", CEPII Working Paper 2002-17.

86 IMF World Economic Outlook (WEQ) 10/2019 data for GDP and UN COMTRADE data for bilateral trade. The remainder from CEPII projections.

87 This has happened only where preferences actually changed to those applied unilaterally before, i.e. essentially only for the ESA partner country tariffs
upon imports from the EU-27 and the UK.

8 UNCTAD Trade Analysis Information System.

89 World Integrated Trade Solution

90 Customs duty calculator

116


https://trade.ec.europa.eu/doclib/docs/2018/july/tradoc_157115.pdf

SIA in support of negotiations with ESA5
Ex-Post Evaluation

In addition, the following assumptions apply:

= The model is run under perfect competition and in a static setup.®’
= Neoclassical closure, in which unemployment is assumed not to be affected by trade policy.

* The EU is modelled in a 27member state (MS) post-Brexit configuration. 92

As concerns tariff eliminations and reductions, the EU would not enjoy any preferential market access to the
ESA partners in case of no EPA, as would Mauritius on the EU market is an upper-middle-income country.
Zimbabwe would be eligible for preferences under the EU’'s GSP. Market access for Madagascar to the EU
would essentially not change as in absence of the EPA, the country would still be eligible for duty-free, quota-
free market access under EBA.

As concerns the modelling, the applicable preferential margin is added to tariffs in the database. This way,
biases from erroneous protection data in the GTAP database were minimised.? It should be noted that
reductions of non-tariff barriers (NTBs) were not simulated. The modelling results include estimates for
changes in real GDP, bilateral trade by sector (for all goods), industry output by sector, consumer prices,
wages by skill category and CO2 emissions. For the interpretation of the results, the following aspects should
be taken into consideration:

= GDP and trade volumes are expressed in real 2011 USD. These are converted into 2019 EUR in the
excel file by using exchange rates for 2011 and the US GDP deflator as per the IMF WEO from
October 2019.

= Qutput by sector is an indicator that can be used to capture which sectors turn out to have benefitted
and which seem to have come under pressure. The absolute values should not be interpreted, as in
the model they are expressed in base period real prices, which are no longer representative, not
least due to the agreements themselves. The sum of the weighted average of output effects is not
identical to the GDP effect. This is mainly because output contains intermediate products, which
would be double (and triple..., etc.) counted if the output was simply added over sectors.

= Regarding the effects on consumers, the Fisher-CPI (consumer price index) has been calculated
and the EPA’s estimated impact on consumer prices both in the EU27 as well as in ESA4 countries
is below the perception threshold.%

= (CO2 emissions are given by the country. These are expressed in tons but based on input-output-
coefficients from 2011, which might be quite outdated. Therefore, using absolute figures should be
avoided and the relative changes should be communicated. The figures do not contain non-carbon
greenhouse gases (GHG). This needs to be taken into consideration in the environmental impact
assessment.

The model's underlying database, which comprises 57 sectors and 140 countries, was aggregated to 17
sectors and 11 regions. This aggregation was chosen such as to reflect sectors of key export interest to the
ESA partner countries and countries which are assumed to be relatively strongly affected by the EPA, in
particular, other regions benefitting from EPAs, as well as Turkey and the group of Least Developed Countries.
The regional and sector aggregation chosen for this analysis are presented in Table 16 and Table 17.

91 A dynamic ex-post analysis, while theoretically feasible, would involve a number of methodological and data problems.

92 |t should be noted that the UK, which is simulated as an individual country is copying EU-27 trade policies, which, as this is a simulation of the past,
should be a rather uncontroversial modelling choice.

9 Tariffs were not re-introduced by imposing final rates in the model. If this were done, the preferential margins could be severely over- or underestimated
in case of errors in the GTAP database, which are known to occur.

94 The Fisher Price Index, also called the Fisher’s Ideal Price Index, is a consumer price index (CPI) used to measure the price level of goods and services over a given period. The

Fisher Price Index is a geometric average of the Laspeyres Price Index and the Paasche Price Index.
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Table 16: Regional disaggregation of the CGE model

Model region acronym | Description

EU27

MDG Madagascar

MUS Mauritius

ZWE Zimbabwe

SSA Rest of Sub-Sahara Africa
LDC Least Developed Countries
CAR CARIFORUM

UK

TUR Turkey

HIC Other High-Income countries
ROW Rest of the world

Source: DG Trade, GTAP database.

Table 17: Sectoral disaggregation of the CGE model

Model sector acronym | Description

v_f Fruit, vegetables, buts

SUGAR Sugar and sugar crops

ocr® Other crops

oap Other animal products

SEAFOOD*®¢ Fisheries and processed fish

AGRIFOOD Agri-food sectors n.e.c. (cereals, dairy, meat, fibres, vegetables oil), forestry

PRIM Fossil fuels

omn Mining

tex Textiles

wap Wearing apparel

i_s Iron and steel

nfm Non-ferrous metals

ome Other (than electric) machinery

omf Other manufactures

MANUF Manufactu.res n.e.c. (transport equipment, chemicals, electrical machinery,
petrochemicals, leather products, lumber, paper)

TRNS Transport services: air, water, other

SERV Services other than transport and utilities

Source: Source: DG Trade, GTAP database. Sectors in the original GTAP database are written in lowercase letters.
Sectors that have been aggregated are written in UPPERCASE letters.

9 Includes vanilla and tobacco, which are important export commodities for MDG and, respectively, ZWE.

9 Made up of the fisheries (fsh) and the “other food” (ofd) sectors in the GTAP database. The latter covers a large and diverse array of processed food
products ranging from fruit juices to bakery products (no animal products, though). However, where ESA exports are concerned, the label seafood is a
rather accurate description.
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PE analysis (for Seychelles)

The PE model applied for the impacts assessment for Seychelles is based on Balistreri and Rutherford (2013).
The model was run in a perfect-competition set-up and populated with data for the EU27, the UK, Seychelles,
and the rest of the world. The model is specified with trade and tariff data only, i.e. domestic (feedback) effects
can only be analysed implicitly.

It should be noted that PE models are generally limited as concerns the output and interaction of economic
variables. Accordingly, the model applied for Seychelles does not account for macroeconomic effects, i.e. the
impact of the EPA on GDP, factor markets, aggregate price level, etc. The potential effects of these variables
and their interaction with individual product markets were not taken into consideration, respectively.
Furthermore, no cross-price effects were considered. Despite being partial, the model closes the world market
for each product under analysis by including a rest-of-the-world aggregate.

The model was run for goods only, using a General Algebraic Modeling System (GAMS) with UN COMTRADE
data for 2018.97 As in the CGE analysis, the impact of the EPA was analysed by re-introducing tariffs to the
counterfactual levels. The counterfactual for both EU imports from and EU exports to the Seychelles are the
respective MFN tariffs. The PE model is providing a snapshot of the situation in 2018 by comparing the
observed trade flows under the EPA with a situation in which MFN tariffs would be levied by both sides.

Modelling results
Below we enclose some of the key modelling results we refer to in Chapter 5.

Table 18: Projected changes in industry output

Agri-food, forestry 0.0% -0.1% -1.3% 0.0%
Fruit, vegetables, nuts 0.0% 0.0% 2.1% 2.4%
Sugar and sugar crops -0.4% 0.0% 52.1% 1.4%
Other crops (e.g. vanilla in MDG, tobacco in ZWE) 0.0% 0.1% -1.0% 0.7%
Other animal products (mainly live pigs and poultry) 0.0% -0.1% -0.3% 0.1%
Fisheries and processed fish 0.0% 0.1% 10.2% 0.1%
Fossil fuels 0.0% 0.1% n.a. 0.0%
Mining 0.0% 0.1% -2.8% -0.1%
Textiles 0.0% 1.1% 6.3% -0.1%
Wearing apparel 0.0% 2.7% 5.7% 0.1%
Manufactures n.e.c. 0.0% -0.9% -3.0% -0.1%
Iron and steel 0.0% 2.0% -1.7% -0.1%
Non-ferrous metals 0.0% 5.2% -3.0% -0.2%
Machinery and equipment 0.0% 1.8% -5.6% -0.4%
Other manufacturing 0.0% -0.4% -0.4% 0.0%
Services other than transport 0.0% 0.0% -0.6% 0.0%
Transport services 0.0% 0.2% -0.8% 0.0%

Source: DG Trade estimations.

97 2019 data are not yet available at a comprehensive level.
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Table 19: Projected changes in bilateral EU exports due to the EPA

Agri-food, forestry 9% 30% 4%
Fruit, vegetables, nuts -1% 6% 6%
Sugar and sugar crops 5% 39% 1%
Other crops (e.g. vanilla in MDG, tobacco in ZWE) 0% 0% 2%
Other animal products (mainly live pigs and poultry) 0% 2% 0%
Fisheries and processed fish% 0% 18% 5%
Mining 0% 13% 0%
Textiles 31% 105% 33%
Wearing apparel 111% 141% 7%
Manufactures n.e.c. 47% 34% 15%
Iron and steel 26% 38% 44%
Non-ferrous metals 34% 98% 15%
Machinery and equipment 10% 29% 1%
Other manufacturing 44% 81% 19%
Services other than transport -1% 2% 0%
Transport services -1% 1% 0%

Source: DG Trade estimations.

Table 20: Bilateral EU imports from

Agri-food, forestry 1% 75% 49% 0%
Fruit, vegetables, nuts 0% 11% 21% 0%
Sugar and sugar crops 0% 1354% 845% -5%
Other crops (e.g. vanilla in Madagascar, 1% 29% 27% 0%
tobacco in Zimbabwe)

Other animal products (mainly live pigs and 0% -1% 0% 0%
poultry)

Fisheries and processed fish®® 0% 109% 40% 0%
Fossil fuels 0% n.a. n.a. 0%
Mining 0% 0% 0% 0%
Textiles 3% 103% 38% 0%
Wearing apparel 3% 101% 85% 0%

9 In the modelling, this sector contains also a lot of other processed food products, but where the ESA partner countries are concerned, there is little more
than seafood in that sector.
9 In the modelling, this sector contains also a lot of other processed food products, but where the ESA partner countries are concerned, there is little more
than seafood in that sector.
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Manufactures n.e.c. 2% 16% 1% 0%
Iron and steel 2% 7% 1% 0%
Non-ferrous metals 5% 17% 0% 0%
Machinery and equipment 3% 8% -1% 0%
Other manufacturing 2% 15% 0% 0%
Services other than transport 1% -2% 0% 0%
Transport services 1% -1% 0% 0%

Source: DG Trade estimations.

Table 21: Top 20 EU27 exports to Seychelles, by post-EPA export value

Tariff line EU27 Share in Estimated
exports to total growth

Description Seychelles, exports
in 1,000
EUR

Frozen tunas of the genus "Thunnus" (excl.
Thunnus alalunga, Thunnus albacares,
Thunnus obesus, Thunnus thynnus, Thunnus
orientalis and Thunnus maccoyii)

30349* 119,826 47% 0%

Vessels for pleasure or sports; rowing boats

(excl. motorboats and motor yachts powered

other than by outboard motors, sailboats and 890399 14,444 6% 197%
yachts with or without auxiliary motor and

inflatable boats)

Sailboats and yachts, with or without

. 890391 8,817 3% 56%
auxiliary motor, for pleasure or sports

Base metal stoppers, caps and lids (o/than
crown corks), threaded bungs, bung covers, 830990 6,953 3% 27%
seals, other packing accessories and parts

Cans of iron or steel, of a capacity of < 50 |,
which are to be closed by soldering or

L . 731021 3,888 2% 0%
crimping (excl. containers for compressed or
liquefied gas)
Iron/nonalloy steel products 721090 2,950 1% 51%
Sunflower-seed or safflower oil and their
fractions, whether or not refined, but not 151219 2,219 1% 55%
chemically modified (excl. crude)
Iron/nonalloy steel products 721070 2,064 1% 34%
Tinplate, articles nesoi 732690 1,979 1% 367%

Boards, panels, consoles, desks, cabinets
and other bases, equipped with apparatus for 853720 1,963 1% 226%
electric control

Edam and gouda cheese 40690 1,862 1% 257%
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https://www.hs-codes.com/?c=83099000-base-metal-stoppers-caps-and-lids-o/than-crown
https://www.hs-codes.com/?c=83099000-base-metal-stoppers-caps-and-lids-o/than-crown
https://www.hs-codes.com/?c=83099000-base-metal-stoppers-caps-and-lids-o/than-crown
https://www.hs-codes.com/?c=72109010-iron/nonalloy-steel-width-600mm+-flat-rolled
https://www.hs-codes.com/?c=72109010-iron/nonalloy-steel-width-600mm+-flat-rolled
https://www.hs-codes.com/?c=85372000-boards-panels-consoles-desks-cabinets-and
https://www.hs-codes.com/?c=85372000-boards-panels-consoles-desks-cabinets-and
https://www.hs-codes.com/?c=85372000-boards-panels-consoles-desks-cabinets-and
https://www.hs-codes.com/?c=04069014-edam-and-gouda-cheese-nesoi-subject-to-gen
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Tariff line EU27 Share in Estimated
exports to total growth
Description Seychelles, exports
in 1,000
EUR
Parts of airplanes and helicopters, nesoi 880330 1,375 1% 0%
Frozen meat of swine (excl. carcases and
half-carcases, and hams, shoulders and cuts 20329 1,340 1% 0%
thereof, with bone in)
Yogurt products 40310 1,331 1% 163%
Medical equipment 901890 1,269 0% 0%
Nursing equipment 392690 1,224 0% 329%
Dishwashing equipment 842290 1,123 0% 30%

Parts suitable for use solely or principally
with compression-ignition internal

. ) o : 840999 1,031 0% 0%
combustion piston engine "diesel or semi-
diesel engine", n.e.s.
Medicaments 300490 986 0% 329%
Butter products 40510 982 0% 251%
Total EU exports to Seychelles, post-EPA 254,151 70% 26%

* Trade data published by Seychelles deviate substantially from Eurostat data.
Source: Eurostat.

Table 22: Top 20 Seychelles exports to EU27, by post-EPA export value

Tariff line | Seychelles Share in Estimated
exports to total growth

Description EU27, post- exports
EPA, in
1,000 EUR

Prepared or preserved tunas, skipjack and

Atlantic bonito, whole or in pieces (excl. 160414 165,541 71% 32710548%

minced)

Frozen yellowfin tunas "Thunnus albacares" 30342 23,010 10% 119%

Ill=rozen skipjack or stripe-bellied !_Jo"nlto 30343 14.843 6% 109%
Euthynnus -Katsuwonus- pelamis

Light oils and preparations, of petroleum or

bituminous minerals which >=90% by o o

volume "incl. losses" distil at 2107~C "ASTM 271012 7,513 i i

D 86 method" (excl. containing biodiesel)

Frozen bigeye tunas "Thunnus obesus" 30344 6,726 3% 112%

Products containing meat of crustaceans,
molluscs or other aquatic invertebrates, 160420 3,100 1% 603403%
prepared meals
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https://www.hs-codes.com/?c=88033000-parts-of-airplanes-and-helicopters
https://www.hs-codes.com/?c=04031005-yogurt-in-dry-form-whether-or-not-flavored-or
https://www.hs-codes.com/?c=90189010-mirrors-and-reflectors-used-in-medical-surgical
https://www.hs-codes.com/?c=90189010-mirrors-and-reflectors-used-in-medical-surgical
https://www.hs-codes.com/?c=90189010-mirrors-and-reflectors-used-in-medical-surgical
https://www.hs-codes.com/?c=16042005-products-containing-meat-of-crustaceans-molluscs
https://www.hs-codes.com/?c=16042005-products-containing-meat-of-crustaceans-molluscs
https://www.hs-codes.com/?c=16042005-products-containing-meat-of-crustaceans-molluscs

Description

Fresh or chilled yellowfin tunas "Thunnus
albacares"

Mirrors and reflectors used in medical,
surgical, dental or veterinary sciences, and
parts and accessories thereof

Fresh or chilled fillets of fish, n.e.s.

Printed circuits, without elements (other than
connecting elements) fitted thereon

Cod oil and its fractions, other than liver oil

Copper spent anodes; copper waste & scrap
containing less than 94% by weight of
copper

Air conditioning machines incorporating a
refrigerating unit and a valve for reversal of
the cooling-heat cycle "reversible heat
pumps" (excl. of a kind used for persons in
motor vehicles and self-contained or "split-
system" window or wall air conditioning
machines)

NA

Fresh or chilled fillets of swordfish "Xiphias
gladius"

Fresh or chilled bigeye tunas "Thunnus
obesus"

Parts of seats nesoi, for seats of a kind used
for motor vehicles

Salt & pure sodium chloride, whether or not
in aqueous solution or cont. added anticaking
or free-flowing agents; seawater

Frozen fillets of tuna "of the genus Thunnus",
skipjack or stripe-bellied bonito "Euthynnus
[Katsuwonus] pelamis"

Fresh or chilled fish, n.e.s.

Total Seychelles exports to EU27, post-
EPA

Source: Eurostat.
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Tariff line | Seychelles Share in Estimated
exports to total growth
EU27, post- exports
EPA, in
1,000 EUR
30232 2,824 1% 121%
901890 2,363 1% 0%
30449 1,203 1% 3814023%
853400 948 0% 0%
150420 898 0% 74%
740400 472 0% 0%
841581 430 0% 14%
99SSS9 342 0% 0%
30445 283 0% 9853853%
30234 247 0% 119%
940190 213 0% 20%
250100 194 0% 20%
30487 186 0% 274%
30289 164 0% 131%
233,760 99% 573%
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https://www.hs-codes.com/?c=90189010-mirrors-and-reflectors-used-in-medical-surgical
https://www.hs-codes.com/?c=90189010-mirrors-and-reflectors-used-in-medical-surgical
https://www.hs-codes.com/?c=90189010-mirrors-and-reflectors-used-in-medical-surgical
https://www.hs-codes.com/?c=85340000-printed-circuits-without-elements-other-than
https://www.hs-codes.com/?c=85340000-printed-circuits-without-elements-other-than
https://www.hs-codes.com/?c=15042020-cod-oil-and-its-fractions-other-than-liver
https://www.hs-codes.com/?c=74040030-copper-spent-anodes-copper-waste-&-scrap
https://www.hs-codes.com/?c=74040030-copper-spent-anodes-copper-waste-&-scrap
https://www.hs-codes.com/?c=74040030-copper-spent-anodes-copper-waste-&-scrap
https://www.hs-codes.com/?c=94019010-parts-of-seats-nesoi-for-seats-of-a-kind-used
https://www.hs-codes.com/?c=94019010-parts-of-seats-nesoi-for-seats-of-a-kind-used
https://www.hs-codes.com/?c=25010000-salt-&-pure-sodium-chloride-whether-or-not-in
https://www.hs-codes.com/?c=25010000-salt-&-pure-sodium-chloride-whether-or-not-in
https://www.hs-codes.com/?c=25010000-salt-&-pure-sodium-chloride-whether-or-not-in
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Data gaps

For ESA4 trade with the EU27, we provide Eurostat trade statistics denominated in EUR. For the sake of
comparability concerning trade with non-EU jurisdictions, we also provide to UN Comtrade data for trade in
goods. This allows us to analyse the relative performance of goods trade between ESA4 countries and the EU
and the performance of goods trade between ESA4 countries and other jurisdictions, i.e. the rest of the world
(excluding the EU27), the East African Community (EAC), SADC and the COMESA. It should be noted that
import and exports statistics for ESA4 countries are patchy. Both UN Comtrade and Eurostat data are
fragmentary for HS 2 and HS 4 product codes and subject to inconsistencies between product-specific and
overall goods trade volumes. Note also that investment data available, both for investment stocks as well as
investment flows between the EU and ESA4 countries, is scarce.

Approach to social, human rights and environmental impacts

These three areas of assessment — social, human rights and the environment — are closely linked, and are
also closely linked to the assessment of economic impacts. For all three, the assessment follows the
Commission’s SIA Guidelines, the guidelines for the human rights impacts in SIAs and the Better Regulation
Toolbox. Indications for each of these three areas presented in the following sub-sections. The three areas of
impacts are assessed in both the brief ex-post evaluation (Task 9) and the SIA (Tasks 13 to 15). The approach
for all three follows a common sequence: A. Screening and scoping; B. Detailed assessment; C. Conclusions
and recommendations.

Screening and scoping builds on the preliminary screening. The screening reviews initial results in that work
concerning the trade measures that are likely to have the largest social, human rights and environmental
impacts, drawing on further literature to build more detailed causal analysis. The scoping work in turn looks at
the details of specific trade measures, building on the preliminary analysis. This work reviews the identification
of key economic sectors for attention, as well as the most important social, human rights and environmental
issues for analysis.

The detailed assessment draws on the study’s information gathering work, including literature and data
gathering, economic modelling, consultation results and case studies. The assessment identifies impacts
compared to the baseline: for the SIA, this baseline is developed based on the results of the ex-post evaluation,
which develop the understanding of existing social, human rights and environmental conditions.

The conclusions and recommendations for the SIA are presented in the report on Trade and Sustainable
Development. Results will also be presented in the six different thematic reports. For a proportionate analysis,
we expect to provide a more in-depth analysis for the thematic reports on 1) Trade in Goods, and 2) Trade in
Services, Digital Trade and Investment (in addition to the report on Trade and Sustainable Development).

Social impacts

In line with the Commission’s SIA guidelines, the social analysis is based on broadly two pillars: first, an
analysis of impacts of trade and economic chapters on key areas related to the social SDGs; second, an
analysis of the social provisions of the TSD chapter, in particular concerning the implementation of ILO
Conventions and other international policy tools, such as internationally agreed principles and guidelines on
corporate social responsibility (CSR) and responsible business conduct (RBC), such as the UN Guiding
Principles on Business and Human Rights.

The detailed assessment draws on stakeholder views on the relevance of the different areas of social
development as well as on the magnitude of potential impacts. To the extent possible, modelling results are
used to identify potential impacts. Data is gathered and assessed for indicators related to employment (job
creation or losses), working conditions (wages, working standards, OSH, social dialogue), equality and non-
discrimination, vocational training/re-training/lifelong learning and distribution of income and social protection,
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in line with the SIA guidelines. To the extent possible, the assessment sought to identify impacts by key groups
(such as women and children) and to identify winners and losers. As far as possible, the indicators were chosen
from the UN’s SDG indicator framework, 1% especially for SDGs 1,2,5,8 and 10. If available, data is presented
by sector, skill level and gender. Additionally, we look more closely at the implementation of labour policy (e.g.
adoption/revision of labour laws, labour inspections, institutional aspects), in particular, the cases identified in
the NORMLEX database (see section 5 and Annex X, which provides an example of this type of analysis).

Human rights impacts

The further screening and scoping builds on the preliminary results (see section 5) to help further understand:
a) which rights are more directly trade-related and likely to be directly affected by the trade measures b) which
are the major vs. minor impacts of the selected measures; ¢) which measures have a beneficial or negative
impact on human rights; d) which segments of the population (women, indigenous people and ethnic groups,
etc.) are more likely to be impacted. In doing so, both the Fundamental Rights Checklist in Tool No. 28 of the
Better Regulation Box and the SIA human rights guidelines are used. The detailed assessment draws on a
range of information. The stakeholder consultation together with the case study results are expected to be key
sources.

Environmental impacts

The analysis of environmental impacts, as per the SIA Handbook, %" considers several key dimensions: scale
and structural effects; and technology effects (alongside which we propose to add environmental management
effects); plus governance effects, also added to the dimensions set out in the Handbook.

The assessment of scale and structural effects draws on the economic analysis, in particular the identification
of key sectors that could be affected by the deepening of the EPA. The SIA handbook refers to technology
effects as ‘those affecting the processes or production methods. We understand these to include access to
process equipment as well as environmental management techniques. New equipment and methods could be
more efficient, economically, and new methods may be introduced to improve access to higher-value EU
markets, such as those for organic agriculture and food products. EU investment can be a driver for technology
and management effects, and EU development cooperation could also play a role. We sought information on
possible technology effects via the literature review and in particular draw on the consultation results for
information on the extent to which agreements with the EU, ongoing trade with the EU and FDI from EU-based
enterprises are improving the environmental efficiency of production in ESA countries.

The analysis of governance effects considers two areas. First, for multilateral environmental agreements
(MEAs), the preliminary screening (see section 5 and Annex X) shows that the ESAS5 countries have ratified
many of the main MEAs commonly set out in EU trade and partnership agreements.

190 UN General Assembly (2017). Resolution adopted by the General Assembly on 6 July 2017. 71/313. Work of the Statistical Commission pertaining to
the 2030 Agenda for Sustainable Development. A/RES/71/313.
101 European Commission, Handbook for trade sustainability impact assessment (second edition), April 2016
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Annex IV. Intervention Logic and Evaluation Matrix

The European Commission has developed a preliminary intervention logic for the EPA in the Terms of
Reference for this assignment, which we have revised based on the kick-off meeting and consultations with
EU officials (such as the EU Delegations in the ESA5 countries). To represent this evolution visually, see figure
below, the cells in grey represent elements in force already under the current agreement (and therefore subject
to the ex-post evaluation), while cells in light blue represent new elements, part of the deepening process (and
therefore subject to the SIA), while cells in green represent elements in place already under the current
agreement, but to be reinforced under the deepening process.
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Agreement provisions . .
/Imﬁlementati'::m o < Short-term outcomes Medium-term outcomes Long-term impacts

Reduction of
trade barries for
goods

Increased trade and
investment

Integration in regional
and global value chains

Economic diversification

Competitiveness and
Industrialisation

More ambitious
regulations for labour
and environmental
protection

Job creation, inclusion,
decent work

Improved business
environment

Trade policy capacity
and wider
administrative reforms

Good governance

e There is sufficient political will, capacity, resources to implement the agreement

* Producers and traders are aware of the agreement

* Producers and traders are competitive

e EU traders and investors see increased opportunities in ESA countries’

e Producers and traders see increased opportunities in the region and with the EU as a result of the
agreement

* There is sufficient absorption capacity for the development cooperation

-

27

Growth in economic
activity, structural
economic change and
economic renewal

Poverty reduction and
social development

Enhanced Human Rights

Environmental
protection

- Assumptions




Table 23: Evaluation Matrix
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Effectiveness

To what extent have the objectives of the
existing interim EPA been achieved?

Economic impacts

Extent to which bilateral trade has
developed between the EU and ESA
countries;

Extent to which overall trade has
developed between the EU and ESA
countries

Extent to which economic growth and
diversification have developed as a result
of the interim EPA;

Extent to which poverty has reduced as a
result of the interim EPA

Extent to which foreign investments have
increased as an effect of the interim EPA;
Extent of fiscal improvements as an
effect of the interim EPA;

Extent to which governance and
business environment have improved as
an effect of the interim EPA (especially
for SMEs)

Extent to which consumer prices and
safety have improved in ESA countries
as an effect of the interim EPA;

Extent to which product variety and
quality have improved as an effect of the
interim EPA;

Effects on regional integration and third
parties: effects on regional integration in
the ESA region, under e.g. COMESA,
SADC or AfCFTA, effects on EU’s
outermost regions and LDCs.

Social impacts
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Economic impacts: Results of the analysis
for the following tasks:

Analysis of the level of tariff
liberalisation, utilisation of market
access tariffs, analysis of trade barriers
(from task 6)

Evolution of application of RoO (from
task 7)

Evolution of trade in goods overall and
for the ESA5 countries individually (from
task 8)

Overall economic impacts: key
macroeconomic and sectoral variables
(from task 9)

Evolution of FDI between EU and ESA5
countries (from task 9)

Impact on diversification of bilateral
trade (from task 8)

Impact on Consumer (consumers’
quality and protection, product variety
and quality) (from task 10)

Impact on budget and fiscal of the EU
and partner countries: budgetary
effects, reduction of dependence on
tariff revenues and revenue
diversification (from task 10);

Impacts on regional integration (from
tasks 8, 9 and 10)

Social impacts: Results of the analysis of
the following tasks

Sources:

Interviews

Desk research

Stakeholders consultations
Results from the CGE model
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Extent to which employment, jobs and Assessment of trade-related
wages have improved as an effect of the development assistance to ESA5
interim EPA (per gender per socio- countries (from task 10)
demographic group, including vulnerable = Institutional structure established by or
groups, when available); resulting from the interim EPA (from

= Extent to which inequality and poverty task 10)
have reduced as an effect of the interim = Develop an analysis of the effects on
EPA (per gender per socio-demographic poverty in ESA5 countries (from tasks
group, including vulnerable groups, when 9 and 10)
available); = Impacts on Informal Economy and

= Extent to which labour rights, labour Informal Employment (from tasks 9 and
standards and working conditions have 10)
improved as an effect of the interim EPA =  Impact on gender inequality (from task
(per gender per socio-demographic 9)
group, including vulnerable groups, when = Identify and assess measures that
available); have enhanced or impaired enjoyment

= Extent to which respect of human rights of specific human rights (from tasks 9
has improved as an effect of the interim and 10)
EPA (per gender per socio-demographic = Identify individuals or specific groups
group, including vulnerable groups, when most affected by the effects of the
available); interim EPA implementation (from

= Extent to which women’s conditions have tasks 9 and 10)

improved as an effect of the interim EPA. Environmental impacts on EU and ESA5

Impacts on environment and climate countries, Results of the analysis of the
following tasks (from tasks 9 and 10),
including:

= Extent to which respect of environmental
standards has improved as an effect of
the interim EPA = exports and investments in sectors
such as agriculture, mining and forestry
= natural resources and biodiversity
= key environmental parameters (soil,
water, forestry, air, etc.)
= climate, in particular, GHG and air
pollution changes (carbon footprint)
= better implementation and enforcement
of environmental policy and legislation
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Has the EPA with ESA4 given rise to
unintended consequences? (related to task
11)

Which sectors, activities, groups or
countries in ESA4 have benefited most as
a result of the EPA and which ones have
incurred losses due to the EPA? (related to
task 11)

What good practices and lessons learned
on EPA implementation on both the ESA
and the EU side?

What social, human rights, environmental
and/or economic impacts have resulted
from the interim EPA which were not
intended by the agreement?

Have there been any positive unintended
effects?

Have there been any negative
unintended effects?

Extent to which some sectors, activities
or groups in ESA4 countries have
benefited most from the interim EPA?
Extent to which some sectors, activities
or groups in ESA4 countries have
benefited less from the interim EPA?
Provisions and/or implementation
measures that have proved most
effective/efficient/relevant in the EU and
the ESA5 countries’
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resource efficiency, greening and
decarbonisation

Identification of effects of the interim
EPA on the environment, labour or
human rights;

Identification of positive/negative side
effects of the Agreement in the EU,
ESAS5 countries and third countries;
Results from tasks 6-11, and in
particular:

o Assess whether and to what
extent impacts identified in the
preparatory phase of the interim
EPA have taken place;

o Evaluation of awareness of the
interim EPA, and obstacles to the
implementation of the interim EPA
(from task 6)

o Impact on gender inequality;

o Identification of stakeholder
groups that have been affected by
the Agreement in an unintended
manner

Identification and comparison of
transfers and net effects of the interim
EPA on specific sectors, activities or
groups (from tasks 9 and 10)

Identification and analysis of provisions
and/or implementation measures that
have proved most
effective/efficient/relevant in the EU and
the ESA5 countries

Interviews

Desk research
Stakeholders consultations
Results of tasks 6-10

Desk research’

Interviews

Stakeholders consultation
Results of tasks 6-10

Interviews

Desk research

Stakeholders consultations

Results of tasks 6-10

Results of evaluation questions for
efficiency, relevance and coherence
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Efficiency

To what extent has the interim EPA been
efficient with respect to achieving its
objectives?

What costs have been involved in the

implementation of the interim EPA (e.g.

forgone tariff revenue, costs of
committees/working groups)?
How do these costs compare to the

benefits, e.g. in terms of GDP increases, =

increases in employment and salaries?
Extent to which the costs and benefits
associated with Agreement are shared
proportionately among the different
stakeholders' groups and interests
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Identification of input and cost types
related to the implementation of the
interim EPA

Calculation of economic impact of the
implementation of the interim EPA
Analysis of the tariff PUR

Estimation of overall budgetary
consequences of the agreement by
considering effects of GDP, forgone
tariff revenues due to tariff reductions,
and changes in trade volumes with
other trade partners

Results of the analysis of the following
tasks:

o Overall economic impacts: key
macroeconomic and sectoral
variables

o Evolution of trade in goods and
FDI between EU and ESA5
countries;

o Impact on diversification of
bilateral trade

o Impact on budget of the EU and
partner countries

Identification of the costs associated
with the Agreement;

Identification of the costs and benefits
related to the Agreement assumed by
the different stakeholders’ groups
Results of the analysis of the following
tasks (and sub-tasks):

o Task 10 Impact on Consumers

o Task 10 on social impacts

Sources:

Interviews
Desk research
Stakeholders consultations
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Are there unnecessary regulatory costs Extent to which the interim EPA has not = Results of the analysis of the following Sources:
(including administrative burden)? brought additional/unnecessary costs, task: .
. . - . . Interviews
including administrative burden, or reduced o Evaluation of awareness of the

= Desk research

interim EPA, and obstacles to the Stakeholders consultations

implementation of the interim EPA
(from task 6)

o impact of customs and trade
facilitation-related provisions on
simplification for producers,
exporters, forwarders and
customs administration (tasks 6
and 7)

administrative and regulatory costs

Relevance

To what extent do the provisions of the =

interim EPA are relevant to address the
current trade needs and issues of the EU
and ESAS5 countries?

What are the shortcomings of the existing
EPA that need to be addressed in the
deepening negotiations?

What are the current trade issues faced =

by the EU and ESA5 countries?

Extent to which the Agreement can be
used to address these issues

Number and importance of issues that
are unlikely to be addressed by the
Agreement

Extent to which development cooperation
can be used to address current trade and
development issues.

Extent to which the current interim EPA
leaves some needs of EU and/or ESA5
countries unmet

Extent to which the current interim EPA
does not cover relevant sectors or
activities
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Identification of key trade issues and L]

barriers not arising from non-
implementation currently faced by the
EU, and ESAS5 countries, by sector and
type of barrier

Stakeholders’ opinions concerning the
possibility of the interim EPA to address
the current issues

Stakeholders’ opinions on issues that
may not be resolved through the interim
EPA, and their importance

Evaluation of awareness of the interim
EPA, and obstacles to the
implementation of the interim EPA (from
task 6)

Identification of key trade issues and
barriers not arising from non-
implementation currently faced by the
EU, and ESAS5 countries, by sector and
type of barrier

Interviews
Desk research
Stakeholders consultations

Interviews

Desk research
Stakeholders consultations
Results of tasks 6-10
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Coherence

To what extent has the interim EPA been
coherent with other policy instruments of
the EU affecting the ESA region and other
partners

Source: Own compilation

Extent to which objectives of the interim
EPA align with the principles of current
EU trade policy (e.g., concerning GSP
countries)

Extent to which objectives of the interim
EPA align with the principles of current
EU trade policy in the ESA region;
Extent to which there are contradictions
between the interim EPA and other EU
policy instruments in the ESA region (e.g.
development cooperation policies) ;
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Reviewing provisions of the interim
EPA;
Identification of areas of (lack of)
coherence between the interim EPA
and EU trade and development policies
o Number and type (and possibly
extent) of contradictions;
o Number and type (and possibly
extent) of synergies.
Identification of areas of (lack of)
coherence between the interim EPA
and EU trade and development policies
in the ESA region
o Number and type (and possibly
extent) of contradictions;
o Number and type (and possibly
extent) of synergies

Sources

= |nterviews
= Desk research
= Stakeholders consultations
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Annex V: Stakeholder Consultations

During Phase Il of the contract, the team implemented the following components of the stakeholder
consultation.

Setting up a website and a Twitter account
Interviews in ESA4 and Comoros

Online questionnaire

Update to strategy going forward

PON -~

Website and Twitter account

A dedicated project website in English and French provides information on the progress of work and allows
interaction with civil society and all other relevant stakeholders.

Figure 14: Consultation website

HOME  ABOUT NEWS REPORTS ~ CONSULTATIONS  CONTACT  SEEnglish v O

Sustainability Impact Assessment for a deeper
Economic Partnership Agreement between the

EU and Eastern and Southern Africa (ESA)

The Sustainability Impact Assessments (SIAs) B

SlAs are independent studies supporting the European Union's international trade they provide in-depth research.sia-esa
analysis of the potential economic, social, human rights and environmental impacts. SIAs involve a wide
outreach to stakeholders in both the EU and partner countries to ensure that these agreements are
evidence-based, transparent and sustainable.
research.sia-esa 4 Dec 3

The Economic Partne rship Agree ment Check out our timeline for conducting the
research. Next draft reports to be

The EU has concluded several development-oriented Economic Partnership Agreements (EPAs) with ACP published in January - your feedback is

regions and countries. An interim EPA is currently in place between the EU and five countries in Eastern essentiall &

and Southern Africa (ESA): Comoros, Madagascar, Maurlitius, Seychelles and Zimbabwe. In October 2019,
the EU and these ESA countries started negotiations to deepen their interim EPA. For further Information
on the interim EPA and on the negotiations, please see the website of the European Commission (DG

Twitter

rade). research.sia-esa 4 Dec W
5 Spread the news online survey is now
Th|s SIA available in French and English! It takes
less than 10 minutes or you can organise a
The Trade Policy Hub at the London School of Economics and Political Science (LSE) is leading a team of meeting with the team instead
exnerts commissianed hv the FLI. helning the narties assess the norential ecanamic. enviranmental. social. @1IF Madagacrar @FLIAmhMauritineg

Source: http.//research-sia-esa.eu/en/

The website can be accessed at the following web address: http://research-sia-esa.eu/en/. The website
provides an easily accessible summary of the evaluation and SIA process, information on past and upcoming
consultation events and a feedback mechanism. All final reports will be made public on the website. Other
relevant outputs, including regular updates on the SIA process and findings and documentation sources, will
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be published on the SIA website. Moreover, the website will contain a feed for the project Twitter account. All
meetings with civil society (in the EU and ESA partner states) will be appropriately announced on the SIA
website. Traffic on the website (including the country of origin of viewers) will be tracked using Google
Analytics. This will be done in a manner that protects personal data and adheres to data protection rules.

The project also has its own Twitter page. We use Twitter to follow all of the following: Ministries of ESAS
countries, representations of international organisations, representations of NGOs and local NGOs, embassies
and consulates of key trading partners, as well as experts on Africa and the region. We also provide updates
on timelines, deliverables and possibilities for engagement with the team.

Figure 15: Twitter account

e 4 research.sia-esa

6 Tweets

Home m Consulting milietr C) TUTWA b g ———

# ©

Explore

Notifications % 4

==
“ R
9 Messages
-
[1 Bookmarks research.sia-esa
@esa_sia
E Lists The Trade Policy Hub (TPH) at LSE Consulting is leading a team of experts, helping
the parties assess the impact of a deeper EPA between EU and ESAS.
@ London, UK & [ Joined August 2020
99 Following 14 Followers
More Tweets & replies Media Likes
Al research.sia-esa @esa_sia - Dec 4, 2020 :
Check out our timeline for conducting the research. Next draft reports to
be published in January - your feedback is essential!
Inception report Published
August 2020
Ex-post evaluation report January 2021
SIA Deliverable I: three thematic reports and two case studies January 2021
+ Trade in Goods
+ Trade in Services, Digital Trade and Investment
+ Trade and Sustainable Development
SIA Deliverable II: three thematic reports and three case studies May 2021
+ Public procurement and competition
+ Intellectual Property Rights
A8 research.sia-esa + Dispute avoidance and settlement and Institutional structure
ose
@esa_sia Draft final report June 2021

ricing tha cunthacic af indiidual inafiihs 3021

Einal rannrt including raca crudise »

Source: Twitter
Interviews

The key consultation tool is one-on-one interviews, in person, via phone and online tools. To ensure that
information and evidence is gathered from relevant stakeholders, the team prioritised interviews conducted by
in-country partners with vast networks and familiar with local communities. Each team in the five partner
countries set a target to conduct approximately 20 interviews per country. While these numbers have been
almost achieved for ESAS5, the interviews in the EU and largest trading partners are lagging. We outline before
how we plan to proceed.

Interview responses have been integrated throughout the whole text and within each of the deliverables, so

this chapter serves to report on the number of interviews conducted, the stakeholders consulted, as well as
the key findings for easy reference. The interview questionnaire can be found in our Inception Report.
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As a means of undertaking an informed Sustainability Impact Assessment (SIA) of the EU-ESA EPA to inform
the deep EPA negotiations, the Southern and Eastern Africa Trade Information and Negotiations Institute
(SEATINI)-Uganda, Dahari Comoros in partnership with the LSE undertook interviews with representatives of
Government (Ministries, Departments and Agencies-MDAs); Civil Society Organisations; National Chambers
of Commerce, Business Associations; Private Sector Economic Operators and Small Medium Enterprises
(SMEs) from Madagascar, Seychelles, Zimbabwe and Madagascar and Comoros. Due to the novel COVID-
19, interviews have so far been conducted digitally, using Zoom, WhatsApp and emails, and where possible
face-to-face with protective measures. Due to the different extent of implementation in ESA4 and Comoros,
we report the key findings separately. As of 18 January 2021, 91 respondents have been interviewed. These
key findings have been integrated with the rest of the report.

Table 24: Interviews conducted by Jan 2021

Category No. Respondents

Zimbabwe
(SEATINI)

Mauritius
(SEATINI)

Seychelles
(SEATINI)

Madagascar
(SEATINI)

Comoros
(Dahari)

Total No. of

Respondents

CSOs

Government MDAs

National Chambers of Commerce, Business Associations
Private Sector Economic Operators

Small Medium Enterprises

CSOs

Government MDAs

National Chambers of Commerce, Business Associations
Private Sector Economic Operators

Small Medium Enterprises

CSOs

Government MDAs

National Chambers of Commerce, Business Associations
Private Sector Economic Operators

Small Medium Enterprises

CSOs

Government MDAs

National Chambers of Commerce, Business Associations
Private Sector Economic Operators

Small Medium Enterprises

CSOs

Government MDAs and International Organisations

Private Sector Economic Operators

Source: Own compilation
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Key findings: ESA4 responses

1.

a.

CSO ORGANISATIONS

Role of CSOs organisation in relation to trade policy and agreements

Civil Society Organisations interviewed indicated that they play a critical role in influencing trade policy and
agreements. Key of the tenets of roe of CSOs include:

b.

Monitoring developments in the areas of trade, fiscal and related policies and processes to ensure that
they generate a favourable environment that can be utilized to achieve equitable and sustainable
development at national, regional and global levels.

Provide a platform for stakeholders to deliberate on global, regional and national issues with a view of
developing a consensus.

Raise awareness, build long term capacity and bring into discourse the concerns of key stakeholders
(i.e., Members of Parliament, private sector, the media, government agencies, Trade unions, Farmers’
groups, women's groups, the youth, civil society movements) in trade, fiscal and related policies and
processes at national, regional and global levels.

Contribute to the fight for social justice, human rights (especially Economic, Social and Cultural
Rights), democracy and good governance, without partisan, sectarian, gender, racist or sexist biases

Network with academics, policymakers, NGOs and civil society movements concerned about the
forces and effects of globalization on Africa and the Third World in general.

Undertaking research and other knowledge products on trade policies and negotiations to inform the
pro-development outcomes of the policies and negotiations.

Level of awareness of the existence of the existing interim EPA between the EU and the ESA5

The majority of the interviewed CSOs exhibited a low level of awareness of the interim EPA between the EU
and ESAS5. High levels of awareness were recorded from CSOs in Mauritius and Zimbabwe, whereas low
levels of awareness were recorded from CSO respondents from Madagascar and Seychelles. According to
respondents, high levels of awareness of the EU-ESA interim EPA is as a result of:

Organisational strategic outlook, with the organisations working on Socio-Economic development
issues including trade; investment; intellectual property; human rights; environment; climate change,
debt and Agriculture.

Membership in key Civil Society networks like Africa Trade Network; AFRODAD; Economic Justice
Network; PACJA and Third World Network-Africa. These networks which work on trade and related
issues have played a critical role in raising awareness and building the capacity of their members in
research and advocacy on trade and trade-related policies and negotiations inclusive of the interim
EPA.

Networking with relevant Government Ministries Departments and Agencies (MDAs) like Ministries of
Trade, Agriculture, Foreign Affairs, Revenue Authorities among others. Some of the CSOs like the
Zimbabwe Council of Churches are often part of the Government Negotiating Team and are
periodically consulted on issues like the interim EPA implementation.

Media Articles and opinions on the interim EPA and Africa-EU relations and Post Cotonou Negotiations
have also increased on CSOs awareness of the existence of the interim EPA.
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On the other hand, documented reasons for low levels of CSO awareness of the existing interim EPA range
from limited availability and publication of information on interim EPA; organisational focus on other core issues
that do not prioritise trade; lack inclusion of CSOs in trade policies and processes like the interim EPA
negotiations by their respective governments (limited appreciation by governments of the role of CSOs in
Trade negotiations) and limited resources which from development partners (donors) who do not prioritise
funding of trade advocacy. Regarding funding for CSOs Trade advocacy work, respondents indicated that
there is a need for the EU Trade Advocacy Fund to focus on supporting CSOs in engaging in deep EPA
negotiations and popularising the implementation of the interim EPA. Limited CSOs awareness of the
negotiations was also visible from the fact that there was no single Civil Society Organisation from the ESAS
group that registered to participate in the recently concluded EPA Civil Society Dialogue on the negotiations
to deepen the EU-ESA5 EPA.

c. Channels and sources helping CSOs to learn more about the EPA

From the respondent’s submission, a number of channels and sources both print and digital have helped them
learn more about the EPA, both the interim EPA and deep EPA negotiations. The sources vary from internet
publications; national meeting organised by the government and CSOs, email and information exchanges
among CSOs, media and research from academia. The internet, especially information on websites like EU;
Bilaterals.org; SEATINI Zimbabwe; Economic Justice Network and Third World Network Africa remains the
biggest source of information on EPA. Key to note is the low level of transparency among governments in
publishing information on EPA, as they rank the lowest source of information on the EPA. This has not only
affected effective CSOs engagement but has also led to the limited mobilisation of trade sector players like
farmers and MSMEs to mobilize their production and take advantage of the opportunities therein interim EPA
and pro-actively influence the ongoing deep EPA negotiations. Respondents revealed that these are the same
channels and sources that they are using to keep track of the ongoing comprehensive EPA negotiations.

Figure 16: Pie chart showing the different sources of EPA information to CSOs.

Sources helping CSOs learn about EPA

m |nternet publications

m Media Articles
Government-CSOs meetings

m Academia research

u CSO Networks

Source: Own compilation from field data
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d. Organisation’s interest in the EPA between the EU and the ESA5; Comoros, Madagascar,
Mauritius, Seychelles, and Zimbabwe?

The respondents noted that their interest in EU-ESA deep EPA negotiations is due to the fact that they are
charged with standing for the promotion of people’s socio-economic rights, and thus it is critical to ensure that
the negotiations promote, rather than erode these rights. The organisations also work on ensuring that trade
and fiscal policies and negotiations promote access to jobs, viable markets and access to services like health,
medicine, education. This is because unless properly crafted, trade and fiscal policies and agreements can
contain provisions that make it challenging for citizens to access viable markets and social services, due to
strong intellectual property rights on patents and low safeguard measures, coupled with the high levels of
liberalisation of goods and services often enshrined therein. Thus, to ensure that EPA negotiations improve
the dignity of life of people in the ESA5, CSOs have become interested in the negotiations.

From the respondent’s submissions, it was observed that there is an increasing interest in EPA negotiations
by CSOs in Zimbabwe, Madagascar, Mauritius and Seychelles. Whereas Zimbabwe still leads in the number
of CSOs working and following the negotiations, an impressive rise in CSOs from Madagascar and Seychelles
engagement in EPA negotiations is critical to note. This was observed from the frequency of articles and blogs
on the negotiations published by the CSOs; self-organised national consultative meetings on EPA
negotiations; and incorporation of trade agenda by CSOs in their strategic and work plans. This has led to their
increased interest in following, taking track and monitoring trade and investment issues between the EU and
the ESAS including the Post Cotonou Negotiations, the Compact with Africa (CwA) and Marshall Plan for
Africa.

Important to also note, as per respondents, it was observed that the key social, human rights and gender
aspects of interest in the EPA include their likely implications to (viable) jobs/employment; food security (which
is largely a gender issue); access to viable markets; environmental protection; mutual recognition agreements
among others.

Unlocking relations between Zimbabwe and EU: According to the CSOs, the EPAs are not simply viewed
as a trade tool, but also essential processes for unlocking relations with the EU. This position can be inferred
from the statement by the Government of Zimbabwe following the recent EU decision to suspend restrictive
measures on Zimbabwe. Thus, by negotiating comprehensive EPA, Zimbabwe demonstrates being a good
partner to the EU.

e. Level of awareness of negotiations (that are currently taking place) between the EU and ESA5
(Comoros, Madagascar, Mauritius, Seychelles, and Zimbabwe) for the deepening of the
currently implemented EPA? These will result in a comprehensive EPA.

A number of respondents who are aware of the EU-ESA deep EPA negotiations raised a number of issues to
qualify their levels of awareness. These include:

= New rules being pushed by the EU: Respondents noted that the EU has adopted a negotiating
mandate for a deep EPA which is in line with her push for a Millennium Round in the World Trade
Organisation (WTO)i.e. issues including services, investments, government procurement, trade
facilitation, competition policy, IPR and electronic commerce among others. It should be noted that E-
Commerce is on the comprehensive EPA agenda yet it is not being negotiated under the WTO.

= The quest for pro-poor trade provisions and offers: According to discussions with the Faith-based
Organizations in the ESA region, churches under the banner of the “All Africa Council of Churches”
played an important role in advocating for economic policies that are pro-poor in nature. At the core of
the Churches, submissions were that any kind of economic policy including international trade policies
should be first and foremost geared towards sustainable development and equitable growth, which
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benefit the people. In a statement produced by the All Africa Council of Churches in 2019, churches
are encouraging the EU to consider positions in the comprehensive EPA that should not be
oppressive, but instead, be fair and just and serve the people.

= Key challenges for public authorities, business, and other relevant stakeholders, in the implementation
of the EPA.

From the respondents, some of the documented challenges in the implementation of the EPA include:

Infrastructure challenges among ESA5: Except for Seychelles, Madagascar, Comoros and Mauritius
which have access to a sea coastline, Zimbabwe is the only country that is landlocked and faces
infrastructure challenges ranging from poor roads, railway and ICT. This implies that whereas the rest
of the ESA5 countries are enjoying the economies of scale, Zimbabwe gets challenged to break even.

= Majority of the ESA5 Private Sector and SMEs are deeply constrained to take opportunities presented
in EPA due to their product quality and quantity constraints. With the businesses capacity utilization
projected to drop to 27% in 2020 due to COVID-19, the business sector in the ESAS is not strategically
positioned to meaningfully export to the European market.

= Primary commodity dependence is another challenge facing the business sector in the ESA5. ESA5
countries are exporting primary commodities to the EU e.g., Zimbabwe (peas, Macadamia nuts,
Tanganda); Seychelles (Fish & fish products); Mauritius (fish, sugar and sugar confectionery, articles
of apparel); Madagascar (Coffee, Vanilla, tea, spices, ores, clothing). It is the private sector and Civil
Society belief that unless this is tackled, the comprehensive EPA will cement colonial relationships
between the EU and ESAS5, where the latter will be a producer of primary commodities, hence will not
unlock transformation of the industries.

= For Civil Society and the private sector in the ESA5, information dissemination is also a major
challenge. Whereas CSOs are often not privy to the EPA negotiations, the private sector is not aware
of the provisions of the EPA. This is due to the fact that often, the governments negotiate with little
information/inputs of the industry, and whenever it engages these actors, it is on an ad hoc basis which
gives less time for meaningful input. The private sector and a number of civil society actors are also
detached from negotiations because of their technical nature as well as deep mistrust and fatigue
gave the tendency of their respective governments to ignore the positions of the private sector and
civil society actors.

= Perceptions on the overall effect of the comprehensive EPA between the EU and the ESA5 countries?

Respondent’s perceptions on the overall effect of the comprehensive EPA between the EU and the ESA5
countries revealed hope that the EPA will bring positive/favourable impacts to the ESA5 economies especially
in trade in goods. Agricultural goods; forest products; marine resources are some of the ESAS5 exports which
are expected to define this market access, should the market access provisions of the deep EPA be fairly
crafted.

Concerns were raised on the perceptions that in terms of trade in services and new issues like government
procurement, intellectual property, digital trade and Investment, the EU stands to benefit more (very
favourable/very positive) than the ESA5. Reasons for this stand include limited levels of competitiveness of
ESAS5 in these areas; a small and weak ESAS private sector in these areas, and concentration of ESA5 exports
in agricultural and marine resources.

Whereas pockets of respondents indicated adverse effects of the EPA on the economies of ESA5, they also

stressed that these negative implications can be mitigated through inclusive negotiations, that should be tied
on content rather timelines and taking a multi-stakeholder approach; and organising the production and
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productivity aspects of the ESA5 private sector and MSMEs to take advantage of the expected market access
opportunities therein the deep EPA.

Table 25: Perceptions of ESA4

Very Favourable/ | No effect Adverse/ Very
favourable/ | positive negative adverse/

very very

positive negative

For the ESA5 _

For the EU

Overall

Source: Own compilation
Specifically, a number of likely effects of the EPA on ESA5 Countries were documented and include:

= One Agreement to rule them all: Respondents pointed out that the EU was the first rich country block
to launch reciprocal FTA's (dubbed EPAs) with LDCs in 2002. It is now the first to launch a deep and
comprehensive, new-generation free trade agreement i.e., EPA negotiations with the ESA5 whose 2
of its members (Comoros and Madagascar) are LDCs. This deep EPA will likely become the template
for all African Caribbean and Pacific-ACP regions.

= A new mandate that turns the EPAs into Comprehensive Economic and Trade Agreement
(CETA): Respondents pointed out that the deep EPA comes as a revision of the 2002 trade mandate
and needs to be checked against the original version to see what is new. The new mandate is much
more far-reaching than the 2002 version as it incorporates everything that the EU has been pushing
in its FTAs since CETA including Investor-State Dispute Settlement (ISDS), digital trade, regulatory
disciplines, investment and trade facilitation, far reaching Intellectual Property Rights (IPRs),
comprehensive Technical Barriers to Trade (TBTs) and Sanitary and Phytosanitary Standards (SPS)
chapters.

= Likelihood in the erosion of EPA benefits to ESA5: It was noted by respondents that the EU is of
the view that theESAS5 will benefit from the current interim EPA and subsequently the deep EPA, as
the ESA5 members are currently exporting more to the EU. While respondents do not dispute this,
they noted the possibility of this change given the competition both from African countries and other
regions as EPAs are implemented and standards enforced.

= Low utilization of EPA opportunities by ESA5 Countries: According to respondents, countries like
Zimbabwe’s potential to access opportunities presented by EPAs remains constrained by internal
challenges, politics, bad environment, currency issues, etc. These factors have also derailed the flow
of investments into Zimbabwe from the EU, thus undermining the potential positive contribution of any
trade agreement. Many companies and individuals with money in Zimbabwe are currently taking it
outside because of the poor environment. This deficit in new investments will affect industrial growth
and product diversification essential for exploiting opportunities in trade agreements.

= Negative implications on small-holder farmers in ESA5: Respondents expressed concern that the
experience of implementing Structural Adjustment Policies under the tutelage of the International
Monetary Fund (IMF) and World Bank (WB) shows that premature extensive market opening, like
sought in the comprehensive EPA not only leads to the displacement of uncompetitive domestic
producers, but it also allows resources to leave the country. Liberalizing local food markets in key
agricultural products like dairy and beef, poultry, vegetables in the face of such unequal competition
is not a prescription for improving efficiency, but a recipe for the destruction of livelihoods on a massive
scale. The imbalances in agriculture, for example, pity farmers (including peasants) in ESA5 against
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those from the EU, who on average receive a hundred times more in agricultural support. ESA5
farmers’ ability to sell on the local market can be undercut by rapid trade liberalization that opens the
way to surges of cheap imports.

= Potential implications on TRIPS Flexibilities: Respondents noted that the ongoing comprehensive
EPA negotiations could have a profound impact on areas of health and health services in the ESA5
Economies. Respondents were concerned that the provisions for intellectual property rights, in which
the Cotonou Partnership Agreement (CPA) intention and ESA commitment to protect trade-related
intellectual property rights (TRIPS) flexibilities to ensure access to medicines and medical
technologies is evident, but not yet articulated in the draft EPA. The experience of other EU free trade
agreements (FTAs) suggest that ESA countries and their parliaments and civil societies need to
vigilantly ensure that the draft text put forward by ESAS5 in this area is affected in the comprehensive
EPA, viz to provide for full TRIPS flexibilities and capacity support for their implementation. This is
more important especially during COVID-19 and the already position by the EU at the WTO refusing
to grant TRIPS flexibilities on the COVID-19 vaccine. ESA5 countries are urged to make no
commitments in any health or health-related services beyond what is already committed at WTO.

= Limited understanding of the technical issues being negotiated under comprehensive EPA: In
Zimbabwe, it was noted that ZimTrade, Confederation of Zimbabwe Industries (CZl) and Competition
and Tariff Commission (CTC) are the current organisations attending negotiation meetings as called
by the Government. There is however lack of understanding of the technical issues involved in the
negotiations, not only by the industry but also the line ministries, As the industry is not participating in
the negotiations, it becomes very difficult for them to appreciate, understand and benefit from the final
agreements. Some of our companies will know of the benefits when they are exporting products right
at the border, so there is no awareness on the agreements. Coordination of important stakeholders
has been a big challenge, including coordination of the line ministries, industry and CSOs.

= (CSOs greatest hope about the comprehensive EPA

Reminiscing about the interim EPA and its implications on ESA5 economies and highlighting the state of play
and process of the ongoing negotiations for a comprehensive EPA, CSOs stressed a number of issues they
hope will be addressed in the comprehensive EPA. These are highlighted below:

= Primacy of appropriate EPA implementation strategies: To fully benefit from the interim EPA, and
subsequently the deep EPA there is a need for appropriate implementation strategies to improve
access and diversify exports to EU individual member states. CSOs also hope for the development of
a common methodology aimed at finalizing a monitoring and evaluation framework for the interim EPA
and subsequently the deep EPA. This will act as a springboard to defining a joint understanding of the
progress and remaining challenges to ESA5 implementation of the interim EPA to be able to
adequately address them.

= Comprehensive EPA as a tool for socio-economic development: The desire for the CSOs is for
EPA to be trade tools that generate socio-economic development through the reduction of poverty,
reducing social and economic inequalities, enhancement of the standards of living and people’s quality
of life. CSOs envision trade and investment to promote justice and prosperity for holistic salvation. In
this regard, the participation of Non-State Actors in trade agreements and monitoring the impact of
trade initiatives are vital in ensuring socio-economic development and advocating for the delivery of
benefits across all stakeholders, particularly the most vulnerable groups.

= Increased involvement by Non-State Actors in the comprehensive EPA negotiations:
Respondents pointed out that currently, there is little involvement and participation of the industry and
other non-state actors in monitoring the implementation of the current EPA and influencing the ongoing
negotiations is very weak. CSOs are not engaged in the negotiations and no organisation has been
evaluating the implementation of the National Indicative Programme. It is also no wonder that there
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was no single Civil Society Organisation from the ESA5 group that registered to participate in the
recently concluded EPA Civil Society Dialogue on the negotiations to deepen the EU-ESA5 EPA. It is
therefore hoped by CSOs that there will be the establishment of an Independent Mechanism to Monitor
the Trade and Investment Agreements between the EU and ESA5. Through such a mechanism,
independent research, awareness-raising and multi-stakeholder policy dialogues should be convened
to influence the trade relations with the EU and link advocacy at the national level with regional and
continental initiatives.

2. PERCEPTIONS FROM GOVERNMENT
a. Role of Government in the EPA Negotiations

Respondents from the different government Ministries, Departments and Agencies indicate their primary
mandate is to coordinate and formulate trade negotiating positions in the context of the deepening of the EPA
as well as the implementation of the interim EPA. The government MDAs also are charged with undertaking
consultations with all relevant stakeholders prior to devising a strategy/position on the EPA negotiations. The
relevant ministries of ESA5 also conduct brainstorming and debriefing meetings to apprise relevant
stakeholders on the status of implementation of the interim EPA and formulate negotiating positions on the
deepening of the EPA. This strategy aims at ensuring inclusiveness and transparency in the EPA negotiations
which subsequently is vital for ownership of the implementation process.

The relevant International Trade Divisions of the ESA5 formulate all positions in consultation with the Private
Sector and Civil Society which is most of the time part of their respective delegations. Whereas the
involvement of the private sector, is not accepted by the EU, ESA5 Countries continue to maintain that the
Private sector institutions should be part of the delegation negotiating the EPA, as they are the key
beneficiaries to the agreement.

b. Impacts (positive and negative) of the existing interim EPA in ESA5 Countries

The interview gathered the views of government respondents on the implications of the interim EPA on ESA5
economies. Regarding positive impacts, according to the Mauritius Government, the comprehensive EPA has
been a game-changer for Mauritius by practically addressing challenges faced by the country in its economic
development policies. For example, it has resulted into an expansion in the coverage of products, enjoying
duty-free access on the EU as well as improved the RoO for products of export interest such as Tuna and
Garment.

The grant of 10 million euros provided by the EU for the establishment of an E-Licensing platform has played
a major role in improving Mauritius ranking in the Ease of Doing Business. Exports of tuna to the EU have also
increased as a result of relaxation of RoO, in particular, the derogation had a positive impact on our tuna
exports to the EU. According to Zimbabwe, exports from Zimbabwe to the EU have been increasing. For
instance, Zimbabwe exports to the EU such as Tanganda tea, avocadoes and peas are have increased by
12% for the period 2012-2019. The country is also currently having a trade surplus with the EU, thus
comprehensive EPA offers more opportunities for Zimbabwe.

Another positive impact registered by the government of Zimbabwe has been increased support by the EU to
boost the country’s export potential and capacities. The EU launched the Zimbabwe European Partnership
Agreement Support programme (ZEPA) of 10 million EUR (over 11 million USD) with interventions to assist
the country with the implementation. The support programme has facilitated improvements in policy, legislative
and regulatory frameworks as well as developing the capacity of trade institutions to manage trade policy and
trade agreements; improved trade facilitation by reducing the cost and time of trading across borders; and
enhanced the competitiveness and export capacity of Micro, Small & Medium Enterprises (MSMESs) in selected
value chains.
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In general, it was observed that there has been a strong national uptake among the ESA5 in EU trade because
of the EPA, as the EU remains the main exporter partner for the ESA5. Indeed, this primacy is seen from the
increased commitment by EAS5 to implement their EPA market access schedules, with countries like Mauritius
preparing to effect the last tariff phase down in December 2022.

While a number of remarkable achievements have been registered under the interim EPA, a number of
challenges have also been documented. For example, the interim EPA has resulted into a continuous drop in
Mauritius exports to the EU as from the implementation of the interim EPA to date, with Exports falling from
USD 1.4 billion in 2008 to USD 865 million in 2019. This, according to the Mauritius government shows that
the interim EPA is not enough to meet the growing challenges. Mauritius and Madagascar also explain concern
over the constant decline in their exports of garments and sugar (for Mauritius) which are intrinsically related
to either EU unilateral policies (such as the GSP schemes) or EU FTAs concluded with 3 countries which
have taken our share in the EU’s market.

The ESA relevant ministries to trade have also noted lack of support to firms in meeting EU standards,
inadequate framework in particular for agro based products, high concentration on few products and inability
to diversify to new markets. It was also noted that project-based assistance, as is the current mode can be
complex and difficult to implement.

All the four countries have noted that there as yet to be major diversification both in terms of products with the
interim EPA, which is a matter of concern. Thus, the exploration of a comprehensive EPA is thought to be an
opportunity on product diversification in other areas like services.

c. Main obstacles for ESAS5 to trade under the EPA

In a bid to understand the positive implications of interim EPA to ESAS5, the interviewer teased out the major
obstacles for ESAS5 to trade under the EPA. These include:

= High compliance difficulties in particular in meeting EU Standards and SPS measures. For instance,
the REACH regulation has become extremely costly for SMEs. On the other hand, Private standards
also constitute an additional barrier to the private sector and SMEs in ESAS5 to access the EU market.

= Lack of promotion activities in EU non-traditional markets, with an increasing tendency, is to focus on
traditional markets like France, Spain, Germany, Netherlands and Belgium. While there is potential in
other markets like Poland, Croatia and Bulgaria, focus by ESAS5 remains low.

= The EU Market is becoming more and more competitive and difficult to access for Small Island
Developing Countries like Mauritius and Seychelles.

= High cost of production as compared to Asian countries due to economies of scale labour, and logistics
etc.

= Stringent RoO preventing local stakeholders to source from the most efficient and accessible regions
such as South Africa or low-cost suppliers.

= Limited trading under EPA has also been due to challenges to ESAS5 in implementing all tariff

commitments under the interim EPA. This is because there are provisions under the interim EPA, in
particular, the development Chapter which the EU should implement in consultation with ESAS5.
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d. Difficulties in application of RoO

Whereas it was noted that the respective ESA5 have no major difficulties to apply the RoO at national level,
sometimes rules are subject to different interpretation. Moreover, the RoO themselves are too stringent for
key products of export interest to ESA5 in particular for fish and fish products. The quantum of the automatic
derogation is too low, while the derogation rules are difficult to apply. For countries like Mauritius, cumulation
with South Africa and other competitive sourcing destinations is too rigid under the EPA.

Some additional concerns raised by the Mauritius and Seychelles Customs are as follows:

= The verification of proof of origin at import can be burdensome due to lack of awareness of Exporters
on the issuance of invoice declaration where there is no clear indication of originating products,
incorrect origin declaration wording on the invoices.

= The application of value/weight tolerance, Annex VIl are not indicated in invoice declaration as the
same are not prescribed in the Agreement. Customs need to rely on MAA in cases of control required.

= Lack of transparency of registered products for REX registered Exporters. The EU website provides
an indicative list of registered products. Customs need to rely on MAA to check for authenticity of proof
of origin.

Concerning dissemination of information on RoQO, it was observed that the ESA5 majorly use The EU’s Official
Journal or website; custom and websites of respective government/public, public-private, private) Trading
community associations. Nevertheless, it was also pointed out that there is a lot of scope for improvement and
increasing awareness of RoO through increased capacity building of Chambers of Commerce and exporters
associations.

Use of cumulation: ESA5 countries like Mauritius and Seychelles noted that they are using Bilateral
Cumulation and are unable to use the Diagonal cumulation due to stringent requirements such as the
conclusion of the Administrative Customs Cooperation Agreement. The box below shows a number of
products (HS heading) for which cumulation is cumulation most commonly used.

Table 26: Use of cumulation

Product Description HS 1604 -Prepared or preserved fish
HS 0905-Vanilla pods;
HS 9503-Reduced-sized models and similar recreational models

Mauritius, Seychelles and Madagascar also noted that the rules for cumulation are too stringent under the
interim EPA. This is because the two of the main conditions are that: the RoO should be similar and there
should be an Administrative Customs Cooperation Agreement in place. Such conditions are extremely
challenging to operators. It is therefore a widely accepted proposal that the EPA should allow a flexible
mechanism for cooperation on customs matters. It is also proposed that the RoO need to be improved to meet
current challenges to ESAS5 in trading with the EU. For instance, there are several products under Annex XI|
of the RoO Protocol (products excluded from cumulation with South Africa) which are now duty-free, but ESA
cannot cumulate on such products. Furthermore, the RoO are so stringent that the local canneries depend
heavily on EU operators (vessels) for the raw tuna. The new Agreement should also consider flexible RoO
provided for instance under the EBA scheme or other FTAs on specific products of interest to ESAS.
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e. Impact of interim EPA on trade and investment in ESAS.

Interviews with officials from the Ministries responsible for Trade in Mauritius, Madagascar, Zimbabwe and
Seychelles revealed that the interim EPA has ensured that the preferences under past arrangements are
maintained. Consequently, the interim EPA assisted in securing Jobs and preventing companies from closing
down in 2008. It was reiterated that failure to implement the interim EPA by the ESAS would have led to loss
of preferences on the EU market.

However, it was also a widely shared view that compared to the previous Arrangements (i.e. LOME,
COTONOWU), the interim EPA has not delivered on its objective. This is attributed to diversification remaining
low, with ESA5 exports still concentrated on few products such as Sugar, Tuna, tea, coffee and Garments.
Thus, there hasn’t been a major “economic leap” as forecasted in 2008 with the signing of the interim EPA.
Exports are on a declining trend. In contrast, exports from the EU have increased substantially on the ESA5
Market. The impact of the interim EPA on employment in ESA5 has not been systematically investigated.
Nevertheless, for Mauritius, the various sectoral employment trends have evolved since 2009. The figure
below gives a general indication of the evolution in employment in six industrial sectors, namely: textile, food
manufacturing, tourism, agriculture, retail and wholesale and ICT.

Figure 17: Change in employment per sector

=@=—Employment in the textile sector

=@-—Employment in the Manufacturing (food processing) sector in Mauritius
Employment in the Agriculture sector in Mauritius

=@=—Employment in the Tourism sector in Mauritius

=@—Employment in the Wholesale/Retail Trade sector in Mauritius
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f. Non-EPA factors responsible for change on ESAS5 trade flows
In a bid to increase trade flows apart from the EPA, the ESA5 has undertaken a number of initiatives including:
= Adoption of an Africa Strategy which had a positive impact on our trade flows;
= Implementation of the Business Facilitation (Miscellaneous Provisions) Act 2017 aimed at
streamlining business procedures such as eliminating duplication of procedures, eliminating of

several permits and licences.

= Implementation of an online system for export permits-All applications for import and export permit
are made electronically through Trade links and portals.
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= Introduction of a statutory time frame for authorised officers of regulatory agencies to issue a
permit;

= The setting up of a Coordinated Border Management Unit to improve efficiency in the delivery of
services at ESA5 Customs points.

= Establishment of the National Single Windows by the respective Customs to expedite and simplify
information flows between businesses and public sector agencies.

g- Key issues in the negotiations for the comprehensive EPA

According to the directorate of Trade in Mauritius, all the issues as agreed under the Scoping Paper in
particular Trade in services, Investment and RoO should be atop the agenda of the comprehensive EPA.
Whereas this same position is shared by the Ministry of Trade in Zimbabwe, more importantly, the Government
of Zimbabwe is negotiating widening and deepening of interim EPA as they are of the view that addressing
issues of trade facilitation, trade in services and SPS will help Zimbabwe to unlock value in the current interim
EPA. It was also pointed out that comprehensive EPA negotiations with the EU are strategic in view of the
continuing political dialogue between the EU and Zimbabwe. Other identified key issues for consideration
include Trade and Sustainable Development (TSD) chapter, including agricultural safeguards. The table below
shows the choices of the ESAS5 in preferences of issues of focus in the comprehensive EPA negotiations.

Table 27: Key issues in the negotiations

High priority Low priority Nzengejtciiatt::e m

RoO ....
Customs and trade facilitation ....

Sanitary and phytosanitary
measures (SPS)

Technical Barriers to Trade
(TBT)

Trade defence mechanisms
Trade in Services

Investment liberalisation and
investment facilitation (and
private sector development)

Public procurement

Intellectual Property Rights
(IPR)

Competition

Trade and Sustainable
Development (TSD)

Agriculture

Dispute avoidance and
settlement;

Institutional Structure
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Economic Development
Cooperation
Fisheries .. -

Source: Own compilation
Note: M=Mauritius; Z= Zimbabwe,; S= Seychelles & MD= Madagascar.
h. Need for development dimension in the comprehensive EPA

Maijority of the respondents from both Civil Society, Government and Private Sector noted that in negotiations
at the World Trade Organisation (WTQ) as well as in regional and bilateral trade negotiations like the EPA,
ESAS5 countries have sought developmental agreements with non-reciprocal arrangements because of the
asymmetries in world trade, their lack of economic power in relation to their developed counterparts and their
serious poverty challenges. It is therefore vital that all the Comprehensive EPA negotiations prioritize the
development dimension of trade. According to them, the success and failure of Comprehensive EPA
negotiations has to be measured not mainly against market access of interest to ESA5, and removal of trade
distortions in an asymmetrical manner, rather it has to be measured against the ability of the EU, a major
trading partner, to commit herself on development.

Need for an explicit Development cooperation chapter: It was argued by respondents that the
comprehensive EPA should consist of Negotiations on aid and development need to be linked to a costing of
measures and to the costs of compensating people for the losses encountered as a result of implementing the
provisions of the EPA. It is important that the comprehensive EPA includes predictable funding of an EPA
adjustment facility.

i. [ESAS5 greatest hope about the comprehensive EPA

A number of government technocrats and politicians expressed a lot of hope in the comprehensive EPA. While
a number of issues are cross-cutting e.g. increased assured market access for the private sector, a number of
“nationalistic” tendencies were observed on key asks by the different countries of the comprehensive EPA.

Expectations from Mauritius Government:

According to the Mauritius Government, the comprehensive EPA can be a game-changer for Mauritius and
practically address challenges faced by the country in its economic development policies. For instance, the
Comprehensive EPA can play a crucial role in developing new sectors such as Robotics, Atrtificial Intelligence,
Research, the Pharmaceutical sector etc. It can also enhance the value chain through flexible RoO.

The government of Mauritius also maintains the stand that comprehensive EPA negotiations will strengthen
the interim EPA if issues related to Technical Barriers to Trade (TBTs), RoO and Sanitary and Phytosanitary
Measures (SPS) are finalized. There are 13 issues currently being negotiated including transparency in
government procurement, trade in services, TBT, agriculture, trade competition. Further improving on these
issues will strengthen opportunities in the EPA, hence Mauritius is leading negotiations on trade-related issues.
Thus, whereas the negotiations are not yet in full swing and given the negotiations that have taken place,
Mauritius, like other ESA5 has no concerns. In the context of the full EPA, the government hopes that specific
provisions should be incorporated to support Smaller Companies and SMEs to export to the EU.

Expectations from the Government of Zimbabwe

There is a general view from the government that Zimbabwe will not lose anything by participating in the
ongoing negotiations. While the government acknowledges that Zimbabwe faced challenges in implementing
the interim EPA during the early stages, the country has liberalised most of its trade and is now on course to
liberalise 80% of its trade by 2022. Thus, Zimbabwe is participating in the negotiations to widen EPAs and is
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leading negotiations on trade-related issues. Nevertheless, the major challenge and greatest fears are on the
possible impacts of tariff liberalization on Zimbabwe’s revenue envelope. However, the government maintains
that since liberalization has already been done under the interim EPAs, the ongoing negotiations will not have
a huge bearing on our industry. Moreover, the deep EPAs are now on course of negotiations, thus there is a
need for the country to see how they will be implemented and evaluate impacts over time.

It is perceived that all ESA5 countries will benefit if RoO are improved e.g., cumulation with South Africa will
benefit Zimbabwe, Seychelles and Madagascar to boost their capacity to meet the quality and quantity
requirements in the EU market.

In implementing the interim EPA, Zimbabwe was very slow as it faced several ‘internal’ challenges, that it took
her 3 years to produce the 1st liberalization schedule, and another 3 years to issue the 2" schedule. However,
Zimbabwe is now on course as the country has produced the full liberalization schedule and discussions are
now focused on widening and deepening the current EPAs through the new negotiations.

Furthermore, from the government’s perspective, exports from Zimbabwe to the EU have been increasing. For
instance, Zimbabwe exports to the EU have increased by 12% for the period 2012-2018. The country is also
currently having a trade surplus with the EU, thus comprehensive EPA offers more opportunities for Zimbabwe.
However, with the implementation of EPAs, and due to the BREXIT effect, these trade dynamics are likely to
change as Zimbabwe will face more competition from other African as well as non-African countries. Thus,
while Zimbabwe’s exports such as Tanganda tea, avocadoes and peas are currently benefiting from EPAs
they will face more competition in the long run. It is therefore important that under the comprehensive EPA,
efforts for the EPA to support the country in upgrading and diversifying its exports for strategic positioning are
critical.

Given the dynamic needs of the weaker trading parties, the EU launched the Zimbabwe European Partnership
Agreement Support programme (ZEPA) of 10 million EUR (over 11 million USD) with interventions to assist
the country with the implementation. The support programme aims at Facilitating improvements in policy,
legislative and regulatory frameworks as well as developing the capacity of trade institutions to manage trade
policy and trade agreements; Improving trade facilitation by reducing the cost and time of trading across
borders; and enhancing the competitiveness and export capacity of Micro, Small & Medium Enterprises
(MSMEs) in selected value chains. It is hoped that under the comprehensive EPA, this special support will be
maintained. Indeed, to date, support has been provided to upgrade laboratories in Zimbabwe to improve on
health standards of exports, with other resources directed towards helping the National Economic Consultative
Forum (NECF) to conduct dialogues on EPAs at different platforms. At the dawn of comprehensive EPA
negotiations, bolstering support for an EPA awareness campaign in Zimbabwe but other ESA countries is
paramount.

Competing interests among ESA5 Countries: The Zimbabwe government stressed that under the current
comprehensive EPA negotiations, the five countries are expressing different interests. For example, Mauritius
has a complete set of products and is moving fast as it is seeing opportunities in key areas like services and
investment, whereas Zimbabwe has to focus on Agricultural products like horticulture but need to sort out
standards and certification issues. It is therefore expected that comprehensive EPA negotiations are
conducted on issues/content rather than deadlines while ensuring that all negotiating parties are on board.
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Expectations from the Government of Seychelles

Lack of clarity on Development Finance aka EPA Fund: The Ministry of Trade raised concern about the
Development finance not coming as anticipated, as it is mostly being provided in the form of technical
assistance, thus, there being no meaningful development finance being provided by the EU under the interim
EPA. This concern, unless negotiated under the comprehensive EPA is likely to persist. The government,
therefore, hopes for a commitment of the EPA Fund, instead of the hypothesis that the funds will accrue from
the increased ESA5 Trade with the EU under the comprehensive EPA.

Limited efforts to strengthening key EPA trade facilitating institutions: The division of Customs takes
note of the fact that the work on strengthening of key trade institutions such as Competition and Tariff
Commission is yet to commence, since this would be supported under the development support. Whereas
there are some funds supporting EPA implementation, including micro, small and medium enterprises as well
as laboratory development, there is need for targeted support to key divisions of public sector that will facilitate
the expediting of trade under EPA. The respondents also note that at the request of the ESA5 countries, the
EU has agreed to provide financial assistance for the setting up of an EPA Coordination Mechanism whose
aim is to provide appropriate coordination and technical support to the five ESA countries so that they can
engage effectively in the negotiation process.

Need to put regional (ESAS5) integration at the core of EPA negotiations: The government of Seychelles
makes an important observation that whereas the interim EPAs, to some extent, caused disintegration among
ESA5 members, it is strategic for ESA5 countries to continue negotiating. This is because it is important to
consolidate intra-ESA5 trade and integration which requires harmonized positions on negotiating Free Trade
Agreements (comprehensive EPA) with third parties like the EU.

The Seychelles government is also of the belief that that the comprehensive EPA will provide duty-free quota-
free access to ESA5 countries to the EU market based on favourable RoO. Accordingly, it is expected that the
EPA will support export diversification, competitiveness, increased export standards and promote the creation
of local and regional value chains among ESA5 economies. However, the Seychelles government is also
aware of the fact that the comprehensive EPA will provide for reciprocal trade which will have varied impacts
on industry, employment and poverty as well as food security issues among ESA5 Countries. Thus, it is hoped
that adaptation mechanisms that are critical will provided under the EPAs as a number of (sensitive) products
will likely be excluded from the agreement.

The comprehensive EPA opens competition for the European markets within the other ACP countries and
from non-ACP member countries. To benefit in the long run, Seychelles and other ESA5 countries have to
diversify their production and upgrade their standards as they will face intense competition from other regions.
In the future, many aspects of trade including the standards and SPS issues will have to be adhered to, thus
support under the EPA to upgrading these aspects is critical.

Revision of current policy on Dock dues: The Seychelles and Mauritius reiterated their concern on the
application of dock dues levied by the French Overseas Territories having an impact on products from ESAS5.
The ESAS5 hope that the EU won’t extend the dock dues (Octroi de Mer) after December 2020.

3. GENERAL CONCERNS OF THE PRIVATE SECTOR AND SMEs

In general, documented concerns by respondents from the Private Sector and SMEs in Zimbabwe, Seychelles,
Mauritius and Madagascar vary but are not limited to:

= Limited preparedness of private sector in utilizing Market Access offer under comprehensive EPA:
Private sector and SMEs are concerned that, 1) capacity of the industry is very weak (27% capacity
utilization in 2019) primary products and commodities are currently being exported to the EU, and 3) EU
development support is not advancing value chain development, as it is currently concentrated towards
micro and smallholder primary production, and 4) domestic service providers are generally weak and will
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be decimated by foreign multi-nationals. However, the private sector and SME actors feel that there are
limited options to trade with the EU outside the EPA as other preferences may be challenged within the
WTO. In Zimbabwe, it was pointed out that the comprehensive EPA negotiations are occurring at a time
when the industry in Zimbabwe is operating below capacity as highlighted in the manufacturing sector
survey of 2019 that industry capacity utilization fell by 11.8% to 36.4% in 2019 from 48.2% in 2018.

According to a number of private sector organisations, there is however lack of understanding of the
technical issues involved in the negotiations, not only by the industry but also the line ministries. This is
because maijority of sector players are not participating in the negotiations, which makes it very difficult for
them to appreciate, understand and benefit from the final agreements. One hope the private actors hold
is that the companies only know of the EPA benefits when they are exporting products right at the border,
so there is no awareness on the agreements.

Delay from ESA5 Governments making EPA lose meaning: Respondents from the Private Sector and
SMEs indicated that there has been no meaningful impact from the interim EPA as the government delayed
implementing the agreement provisions due to a lot of structural challenges. Concerning the current
negotiations, the industry is of the opinion that there is not much that is going to happen in terms of
benefiting because Zimbabwean industries are still struggling to take off. In 2020, Confederation of
Zimbabwe Industries (CZI) projected that capacity utilisation for the industries will fall to 27%. Thus, the
industry in Zimbabwe is not strategically positioned to take any opportunities in the European market.

EU Assistance not well targeted: Both Private sector respondents from Zimbabwe and Madagascar
indicated that most development assistance coming from the EU is targeted especially towards micro and
smallholder production level with no significant impact into the European market. Such development and
trade finance has no capacity to transform the Zimbabwean and Madagascar industry; rather it will cement
them as producers of primary commodities for export to the EU market, thus the relations do not promote
national and regional value chain development. Indeed, despite countries like Zimbabwe currently having
a trade surplus with the EU, exports from Zimbabwe to the EU markets are dominated by primary
commodities at the expense of manufactured products. Nevertheless, it is important that the
comprehensive EPA negotiations address issues of SPS since ESA5 exporters consider the EU Market
Standards strict.

Less likelihood to benefit from trade in services: Respondents also revealed that to a larger extent,
the comprehensive EPA is likely to bolster opportunities in areas such as tourism, health, education and
transport in ESA5 Countries. However, while trade in services is a major thrust in the comprehensive EPA,
Private sector and SME respondents from Zimbabwe, Seychelles and Madagascar still raised concern
over the limited capacity to benefit from trade in services. While the governments advance the notion that
they have a growing service industry with potential to improve the efficiency of other sectors (agriculture,
mining and manufacturing), the service sector is dominated by foreign supply and most of local service
providers cannot compete with Europe. For instance, providers of private education, banking, insurance
and health in these countries cannot compete with similar providers from Europe. It is therefore proposed
that policy space is preserved by ESAS5 in negotiations of services under the comprehensive EPA to enable
them grow their competitiveness.

Continue with the EPA Negotiations on Goods and Development Linked to Benchmarks and based
on African Union (AU) Position: Respondents hold a general position on the importance of continuing
the EPA negotiations with the EU. However, one key issue that stands out is that liberalization
commitments should be pegged to clear development thresholds or benchmarks and must not be more
onerous than the low levels of liberalization by other countries (e.g. Mexico and Syria) in EU FTAs. Only
when these benchmarks have been attained should countries liberalize a certain percentage of their trade
with the EU. The EPA negotiations should also take into account the common positions on the various
contentious issues articulated in the AU template. For example, various clauses in the EPA which the EU
has inserted should be eliminated: standstill clause; export taxes; MFN clause, non-execution clause and
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abolition of community levies as these are clearly WTO-plus and would put Africa’s development objectives
in serious jeopardy. Also, other clauses must be brought into line with the WTO, such as the article on
quantitative restrictions and the EU’s commitment at the WTO to eliminate export subsidies by 2013 and
to substantially reduce domestic supports in agriculture. Other clauses must be vastly improved upon:
bilateral safeguards; infant industry clause; modification of tariffs; definition of the parties, to name only a
few.

= Proposed EPA negotiation between UK and ESA5 and its implications on the comprehensive EPA
negotiations: It was pointed out that in line with the Trade Bill 2017-19, the UK Government is in the
process of delivering continuity in the UK’s trade relationship with the ESA countries of Madagascar,
Mauritius, Seychelles and Zimbabwe. In the proposed text, there are provisions like bilateral safeguards
(especially the “trigger price mechanism” on sugar), RoO and dispute settlement which are likely to
circumscribe the likely positions in the EU-ESA5 comprehensive EPA Negotiations. The EU-ESA5
comprehensive EPA should therefore consider provisions of negotiating FTAs with third parties by ESA5.

a. Specific concerns by the Chamber of Commerce-Zimbabwe

The respondents from the Confederation of Zimbabwe Industries (CZI) are of the view that negotiations for a
widening EPAs are taking place at a time when the industry in Zimbabwe is operating below capacity as
highlighted in the manufacturing sector survey of 2019 that industry capacity utilization fell by 11.8% to 36.4%
in 2019 from 48.2% in 2018. The industry is of the view that there has been no meaningful impact from EPAs
as the government delayed implementing the agreement provisions due to a lot of structural challenges.
Concerning the current negotiations, the industry is of the opinion that there is not much that is going to happen
in terms of benefiting because Zimbabwean industries are still struggling to take off. In 2020, Confederation of
Zimbabwe Industries (CZI) projected that capacity utilisation for the industries will fall to 27%. Thus, the
industry in Zimbabwe is not strategically positioned to take any opportunities in the European market.

The industry is further concerned that most development assistance coming from the EU is targeted especially
towards micro and smallholder production level with no significant impact into the European market. Such
development and trade finance has no capacity to transform the Zimbabwean industry; rather it will cement
Zimbabwe as a producer of primary commodities for the EU market. Moreso, greater proportion of
development finance is channeled towards consultancy work which is provided largely supplied from Europe.

Despite Zimbabwe currently having a trade surplus with the EU, exports from Zimbabwe to the EU markets
are dominated by primary commodities at the expense of manufactured products. One of the reasons being
that, for manufactured products, the EU is strict on standards which most of Zimbabwean industries find difficult
to attain. Moreso, if Zimbabwe is competitive on manufactured products, it will close out products from the EU.

Exports to the EU have been dominated by horticultural products that include paprika, macadamia nuts,
avocados and peas. There have been some efforts to resuscitate beef and meat production for purposes of
supplying the European market. More so, the industry is concerned that pertaining to value chain development,
the current Zimbabwe-EU trade relations cement Zimbabwe’s position as a producer of primary commodities,
thus the relations do not promote national and regional value chain development.

4. GENERAL RECOMMENDATIONS

= The comprehensive EPA negotiations need for appropriate implementation strategies by ESA5
respectively to improve access and diversify their exports to EU individual member states.

= There is a need to to undertake further steps towards the development of a common methodology aimed
at finalizing a monitoring and evaluation framework for the interim EPA, as this is an important step to
define a joint understanding of the progress and remaining challenges as to be able to address those
adequately.
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= On negotiations process, it is critical to have non-state actors play a critical role in monitoring EPAs as
they have a potential to negatively affect industrial growth, employment, poverty reduction and industrial
transformation. Social partners, including the Church and CSOs, have to monitor implementation of EPAs
through continuous engagements with other stakeholders. The monitoring exercise has to entail
systematic collection of data and experiences and processing these experiences to inform policies and
negotiations.

5. OTHER ISSUES OF CONCERN

IP Negotiations in the EU-ESAS5 Negotiations: Chapter V on areas for future negotiation under the interim
EPA references Article 3 for the scope and coverage of future negotiations. The provisions commit the
signatories to continue negotiations on IPRs with a view to “concluding a full and comprehensive EPA” which
covers a list of subject matters that include intellectual property. Interviews revealed that the interim EPA has
provisions on future IPR negotiations. However, participants, especially CSOs and the Private sector noted
that the inclusion of intellectual property in the EU-ESA5 EPAs was not necessary to comply with the WTO
rules on preferential treatment for goods from ESA5 countries. The EU’s insistence on the inclusion of IPRs
continues to place undue pressure on ESA5 countries to negotiate IPR provisions at a time when discussions
on IP are ongoing at the WTO and AfCFTA. However, it was appreciated that it does not commit ESA5 to any
kinds of obligations, leaving room for “cooperation-based” provisions or “best endeavour” clauses, rather than
substantive obligations.

Nevertheless, it was documented that the inclusion of the so-called “TRIPS-plus” Intellectual Property (IP)
provisions in bilateral agreements between the EU and developing countries have become an issue of
increasing concern. The European Commission has explicitly included a “TRIPS-Plus” mandate in its trade
goals, stating that, “The EU should seek to strengthen IPR (Intellectual Property Rights) provisions in future
bilateral agreements...."92” This policy shift is intended to revisit EU’s approach to the IPR chapters of bilateral
agreements, including the clarification and strengthening of the enforcement clauses. This new approach by
the EU alters the entire landscape of international Intellectual Property by short-circuiting developing country
attempts to ensure full consideration of development-appropriate standards in multilateral agreements at the
World Trade Organization (WTO), the World Intellectual Property Organization (WIPO).

6. GLOBAL DEVELOPMENTS

Respondents noted that the EU-ESA5 deep EPA negotiations should examine the EPAs efficacy and
relevancy in the context of global developments which are taking place. These include, inter alia, the backlash
against globalisation, BREXIT (and its implications to EU Market Value), the increasing inequality between
and within countries largely as a result of the unfair trade arrangements, a relapse to protectionism, the
recognition of the need for industrialization/structural transformation and the redefinition of the role of the state
in ensuring inclusive growth. These developments clearly indicate the urgent need to harness our resources
through promoting cross sectoral synergies. This will require policy space to rethink and redesign our
development strategy in light of these emerging challenges.

Liberalisation of Investment: Respondents, both CSOs, Private Sector and Chamber of Commerce from
Madagascar, Seychelles and Zimbabwe stressed that under the EU-ESA EPA negotiations, the EU has
proposed negotiations on investment liberalisation, as a means to increase FDI, form part of the
comprehensive EPA. It was argued that this is a means to introduce the agenda of the Marshall Plan for Africa
and Global Compact with Africa in the EPA negotiations. Respondents noted that the EU has been a
demandeur of binding rules on investment at the multilateral level. It has pursued this position in a number of
fora including the WTO; in bilateral negotiations on FTAs, in the EPAs, and the various Bilateral Investment
Treaties. Over the past decades, EU member states have signed over 1200 Bilateral Investment Treaties

102 European Commission “Global Europe: competing in the world” EC Policy Review, October 4, 2006
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(BITs). It was argued that ESA5 states should consider their position not only in terms of costs and benefits of
their market access commitments in sectors covered by an EPA but also in terms of their post-establishment
commitments under other investment treaties. They may find it useful to link EPA negotiations to the
renegotiation or clarified interpretation of existing bilateral investment treaties with European states.

Need to develop and update national EPA implementation strategies: All the respondents from the public
and private sector, including Civil Society noted the need for ESA5 Countries to develop and update their
respective EPA implementation strategies and frameworks. This is especially given the context of the need to
mobilize resources domestically for financing the implementation and mobilizing the private sector to utilize
the existing market and broader markets to be negotiated under the deep EPA.

Key Findings: Comoros
1. PUBLIC SECTOR

Knowledge of the EPAs

= Strong knowledge, key departments are part of the negotiating team.

= Negotiating team from an APE group with sectoral input from eg INRAPE, customs. The private
sector is represented by the Chamber of Commerce and the Economics Faculty at the University.

= EU pays for two participants, one based in Brussels and one coming from Comoros. The government
can’t afford to finance other places so the country is always under-represented in negotiations.

= EU still the biggest trading partner with over half of imports coming from the EU.

= The EPA negotiations are linked to others involving the EU notably post-Cotonou and the continental
free trade area.

= In the beginning, the EU asked not to integrate fishing agreements but is happening within the new
round.

Concerns
= Comoros is one of the least attractive countries for investment in Africa so how will the country
benefit from these agreements?

= Need to introduce VAT to replace customs duties, but there is fear around this switch. A study
financed by the IMF is underway and it could be done in three years — it's possible, but politicians
are worried they don'’t have the capacity to collect taxes internally rather than at the frontier.

= The government was worried about COMESA but has worked out well, and more impact as more
trade.

o Complex for customs, can’t manage between the different regimes for different trading blocs
and agreements. There is only one customs agent who is properly trained and the right
equipment and software is not in place. The two ports in Anjouan and Grande Comore also
brings complexity. Customs needs support from the EU to manage the different tariffs.

= Problem of theory versus reality, with the heavy difference incapacity to adapt between EU and
Comoros.

= Also, the negotiators will change role frequently within the civil service, so lose the expertise.

= Comoros can gain economic benefits but must have the capacity to profit, haven’t benefited from
preferential access so far.

= Risk of imported products being in competition with locally produced.
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Key that public procurement laws and rules are adopted as part of the agreements so that the
correct procedures are followed, which is not happening in the main.

Priorities for negotiations

2.

Fisheries and agriculture including processing cash crops in-country for export are the two key sectors.
Increasing exports in line with the plan d’emergence of the government will lead to increased
employment. Another priority is tourism.

Local production must be prioritised and safeguarded.

Need support to be able to respect the norms of EU markets otherwise won’t be able to benefit from
the opportunities (e.g. testing laboratory); otherwise risk that custom receipts go down without benefits
so negative impact.

Progressive application is a positive and must be maintained.
Need to improve capacity to apply preferential rates at customs and apply RoO.
Support is needed to increase exports e.g. installation of laboratories for testing as per EU norms.

Comoros could ask for more support from the EU to improve their negotiating expertise.

PRIVATE SECTOR

Knowledge of the EPAs

Weak understanding in general — would like to have more information and be able to study the texts.
Don’t understand what opportunities there are because the information is not available.

Public sector doesn’t seem to know a lot either; civil society nothing at all — only once to their
knowledge has civil society been involved in these discussions.

Government doesn’t fully understand agreements it has signed and then ignores clauses not related
to the public sector when it comes to implementation so e.g. business can’t profit from reduced import
taxes.

Since 2007, accords have become an affair of a few civil servants at the ministry; other actors have
been gently moved aside.

Notices that in other countries the private sector operators accompany the Ministry to meetings and
negotiations, not the case in the Comoros.

In meetings private sector is always in the minority, contradictory views aren’t welcome.

Trade issues

The three major bottlenecks for imports are taxes, logistical problems and transport costs.

Three major bottlenecks for export: export taxes, technical barriers, transport costs plus admin
formalities and financing for trade.

Goods are imported from the EU for quality reasons, otherwise importers source from elsewhere.

Concerns

Suggests that as soon as speak about EU only a few operators are targeted for invitations — should
invite other sectors like export crops. People should be invited because they have an interest not just
inviting people for inviting people.
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= Concerned about the capacity of the Comoros to negotiate faced with the EU teams, don’t position
ourselves well so UE tends to come out the winner (e.g. fisheries).

= Negotiations must be equal — requires Comoros’ negotiators and economic operators going up a level,
EU could support in this.

= Need to better negotiate based on the needs of our companies, need to reinforce capacity through
training and developing an institute capable of delivering this training (e.g. negotiations unit at the
chamber).

= Negotiators should be fixed positions not changing with political regimes; needs a department in
charge of negotiations with a fixed team.

= Doesn’t feel that the private sector is properly represented at the moment, need a mechanism to better
mobilise the inputs and views of the sector.

= Customs should be able to manage the complexities of the different import tax regimes.

= The potential for reduction in import taxes worries the government given the dependency of the state
on import taxes, needs to be replaced with VAT.

= Problem of EU phytosanitary rules and the lab in the Comoros not being accredited so e.g. cash crops
have to get tested in Réunion which is not possible for all exporters — a centre for testing and
transformation at the airport would help.

= Fisheries accords discussed as part of APE (this confusion was generalised across several
interviewees), they are seen as very unequal without monitoring.

= Comoros is a small and disorganized market with a lack of outlets — how will they profit from the
agreement?

= Given the Comoros rating, no investors will come to the country.

=  Willlocal businesses benefit through partnerships and easier export, or will there be more competition?
What can local businesses benefit from these agreements?

= Will there be employment creation or will things reinforce the wealth of import-exporters.

= At the moment the EU is happy to import unprocessed materials but if Comoros looks to export
processed goods it will become complicated.

= At import, people don’t understand RoO to apply the appropriate rate, but customs should have the
capacity to do this.

= No phytosanitary rules in Comoros but very high to export to EU so difficult for products to be
competitive.

Priorities for negotiations

= Three priorities for negotiations: fisheries agreements (including a regional fishing monitoring centre);
non-tax blockages to exportation; a mechanism for evaluating the impact of the agreement.

= EU should ensure access to information, ensure there are private sector representatives in the
negotiations, that reports etc are published online.

= Want to focus on the agricultural sector and services to export. A focus on technological services could
also be important.

= Needs to be equality in the negotiations; there is a pretence that the negotiations are inclusive when
they aren’t. Ideas against the mainstream are avoided and ignored. There should be one set of
interactions with the government and one with the private sector. Make the negotiations clear, clean
and inclusive. Only once this is achieved is it worth giving an opinion on priorities for the accords and
for investment.
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= Fisheries agreements completely unequal, this should be a priority within the current negotiations.
= A second priority should be to support producers to improve production capacity.
= VAT should replace import taxes and the agreement.

3. CIVIL SOCIETY

Knowledge of the EPAs

= None of the civil society actors had ever heard of the EPAs; the fishery agreements were mentioned
by a couple as the only EU-Comoros agreements that they were aware of.

= Some actors felt that the government did not make the effort they should do to inform and involve civil
society in negotiations and that more transparency was important.

Concerns

= Poorer people at the bottom of agricultural value chains would be unlikely to benefit from the
agreements unless targeted measures were included within the agreements. Similarly, poorer people
would not be using the EU products that would potentially benefit from reduced import taxes under the
agreement.

= The Comorian market is disorganized and weak, and local producers and sellers would not be able to
compete with imports.

= Environmentally, given the lack of waste management systems in Comoros, there was concern that
increasing imports, particularly foodstuffs, could lead to increased rubbish.

= Questions were raised about the potential for reduced import taxes to have significant impacts on the
country given the treasury’s high level of dependency on these.

Priorities for negotiations

= The priority focal area proposed by several actors was the agriculture sector, including increasing
production and developing industries to support processing and export.

= Questions were also raised about the fisheries agreements, which are seen as unbalanced, and
whether these could be integrated into negotiations.

= The potential to involve opening market access to Mayotte was also raised.

4. GENERAL FINDINGS

= Only civil servants directly involved in negotiations have a high understanding of the EPA:
other public sectors interviewees had limited knowledge, the private sector said, in general, they had
very weak knowledge, and civil society respondents had none. Non-state actors suggested that there
was not a lot of sharing of information.

= The private sector would like to be more involved in negotiations: several businesses
representatives felt that the sector was largely excluded from the processes and negotiations to the
detriment of Comoros negotiating power and potential to benefit from the agreements.

= Interviewees from all sectors expressed concern about unequal negotiating capacity: ‘Comoros
brings a general practitioner to the table whilst the EU has a full suite of medical specialists’ best sums
up the widely-held view that Comoros is unable to compete with the EU at the negotiating table. Non-
state actors suggested that in addition, the Comorian authorities did not maximise their capabilities by
failing to be inclusive regarding their negotiating teams.
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= Fisheries and agricultural export were the two sectors most frequently prioritised for
negotiation: the existing fisheries agreements were widely described as unequal with Comoros seen
as gaining little benefit compared to the EU, hence a need for these to be renegotiated as a priority.
Support to agricultural production, processing and export was also seen as key whilst ensuring that
value went down the chain to the poorest people.

= The reduction of revenues from customs taxes is seen as a key potential impact, with a
possible upside: A high percentage of Comoros’ treasury receipts comes from taxes on imports, so
a potential reduction in these was a concern to several interviewees. Others however suggested that
the agreements could serve to progressively push taxation away from imports towards other forms
such as Value Added Tax (VAT), which would be an important fiscal step for the country.

= Several interviewees highlighted the potential for opening up trade with Mayotte: some
interviewees expressed frustration that whilst Mayotte is off the negotiating table, normalising trade
with Mayotte, particularly agricultural export, could have more of an impact and help more of the
poorest people than other elements of the EPA.

Online questionnaire

After mapping EU and MS stakeholders, due to their extensive number, the team distributed a short survey
(less than 10 minutes to complete), where it invited stakeholders to self-identify their interest in the negotiations
and a discussion with us. We circulated the survey twice with a deadline of 1 December and an extension to
10 December. The survey will remain open throughout the duration of the projects, but the specific deadlines
allow us to consolidate findings for each report submission. The online questionnaire can be located here (in
English and French): https://Ise.eu.qualtrics.com/jfe/form/SV_db76MEAHQHNVYUd.

The survey was circulated to 295 stakeholders but response rates remained low despite the specific actions
taken.

Respondents

We received 19 survey responses via Qualtrics and three responses by email via our dedicated mailbox. Out
of these responses, the composition was the following:

= The majority of respondents were business associations. Ten business association, one
company, four non-governmental organisations/civil society, one social partner and one self-defined
as other responded to the survey.

= The majority of respondents (seven responses) identifies as belonging to the Agricultural and
Food and Drink Industry; two — Aeronautics industries; two — Tourism; two — Electrical and electronic
engineering industries; two — International development; one — chemical distribution; one — Maritime
industries; one — Automotive industry and one in Textiles, fashion and creative industries.

= The headquarters of respondents varied across the EU and ESAS5, across Belgium (2), Bulgaria
(1), Denmark (1), France (4), Germany (2), Italy (2), Mauritius (2), Slovenia (1), and Sweden (1).

= Among the respondents, seven organisations chose to remain anonymous and ten opted for their
organisations’ comments to be made public. Based on that, we note a few of the responses below.

Key findings across the survey questions

1. What advantages and positive developments have you seen under the interim EPA between
the EU and the ESA5?

= An EU respondent noted that the main development is the improvement in trade patterns with some
of the ESA5 countries
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An ESAS5 respondent highlighted that they have continued benefiting from duty-free and quota-free
access for sugars, hence assuring the sustainability of supplies.

DAFC (Danish Agriculture & Food Council) noted a slight increase in exports from Denmark.
BDI — Federation of German Industries included the following benefits:

o The BDI considers the EPAs as facilitators for investment and trade of German companies
with the ESA countries.

o Most African nations are currently still too small to offer an attractive market for German
companies. The EPAs promote free trade within African regions and with the EU they increase
the attractiveness of African markets for European and German companies and thus create
incentives to create urgently needed jobs on the African continent.

o Thus, the BDI advocates a fast ratification of the EPAs. These create WTO-compatible and
long-term access to markets for African exporters and European companies.

FECC:

o An even level playing field is paramount for improving the EU’s resilience and for building the
model of an open strategic autonomy. The EU expects high-quality products from its local
manufacturers, regardless of whether this refers to the single market or for export to third
countries.

o FECC supports the EU proposal on identifying, preventing and eliminating technical barriers
to facilitate trade in goods between the two regions. Article 10.5 (link) of the EU note states
that although harmonizing standards between regions should be implemented whenever
possible, taking into account the climatic, geographical and/or technological factors is also
needed as this may pose as a challenge for some of the African stakeholders and regulators.
By identifying the bureaucratic and technological barriers, trade between the EU and ESA5
through the proposed interim agreement could further be optimised.

o Lastly, another positive impact of the EPA is the decrease in import prices due to the continued
trade liberalisation. Consumers from both the EU and ESAS would be subject to wider choices
for both products and services under the agreement.

What problems and obstacles are you aware of under the interim EPA between the EU and
ESAS5?

= An EU respondent noted that no substantial problems exist as far as their business in the Textiles
industry is concerned.

= An ESA5 respondent highlighted that "preferential market access is being eroded by the free trade
agreement finalised by the EU with non-ACP sugar producers, namely from Central and Latin
America, and Asia. Insufficient flexibility under certain clauses such as the 'value tolerance rule'
under RoO."

= DAFC (Danish Agriculture & Food Council) noted little awareness and attention about the
existence of the EPA.

= Syndicat du Sucre de la Reunion:

= "Globally, the EU sugar sector does not consider that ESA country’s market holds significant
growth potential for exports of sugar from the EU. This situation concerns white sugar but also the
ready-to-use brown sugars (called speciality sugars), which are produced in the EU outermost
regions (La Reunion, Guadeloupe, and Martinique). The EU speciality sugars market is a very
small niche market of only 250 000 to 300 000 tonnes, which only represents 1.5 % of the total
EU sugar market. As some ESA countries already produce speciality sugars and due to

159


https://trade.ec.europa.eu/doclib/docs/2020/february/tradoc_158617.pdf

SIA in support of negotiations with ESA5
Ex-Post Evaluation

economies of scale, producers of speciality sugars originating in the EU outermost regions will
never be able to compete on equal terms with ESA producers on their market. Whereas reciprocity
in trade relations was one of the main objectives of the Cotonou Agreement, the Interim
Agreement created access inequities by giving to ESA sugars full duty-free and quota-free access
to the EU continental market, while keeping most of the ESA market closed to EU sugars.”

=  BDI notes:

o I) Negative effects on sensitive product groups of individual African countries: The BDI
recommends that the EU shows flexibility regarding the time frame and product scope of
EPAs. So-called sensitive product groups should be examined for the individual African
countries. A case-by-case decision as to which product groups should be excluded from
EPAs for the time being for individual African countries is needed.

II) Lost customs revenues for the five African countries: The BDI advocates that the EU
provides adjustment assistance for lost customs revenues. This should include
programmes to increase the competitiveness of the African private sector and
infrastructure measures.

= FECC:

The planned impact assessments in 2021 should consider the short, medium and long-
term effects of the EPA. An analysis of the socio-economical effects of its implementation
should be considered not just between the ESA5 member state, but also within the region
of a specific country. Through a region-specific assessment, the EPA evaluation would
facilitate identifying whether economic activity could also be stimulated in underperforming
regions of the ESA5.

O

Additionally, as with all other partnership agreements, confirming the EPA without the

corresponding implementation would result in an uneven level playing field for both the
EU and African stakeholders. Regulators should ensure that businesses taking part in

the scheme comply with the proper requirements for importing and exporting.

@)

Figure 18: How would you assess the effectiveness of the agreement for the issues that are relevant
to you?

Source: Qualtrics survey data
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Figure 19: How would you rate some of the economic impacts of the existing interim EPA in your
sector/in the overall economy?

m Extremely negative m Extremely positive m Moderately positive  m Slightly positive .
Source: Qualtrics survey data

Figure 20: How would you rate some of the environmental impacts of the existing interim EPA in your
sector/in the overall economy?

Neither positive nor negative

Moderately positive

Extremely negative

Source: Qualtrics survey data

Figure 21: How would you assess some of the social and human rights effects of the existing interim
EPA agreement between the EU and ESAS5 in your sector/in the overall economy?

m Don'tknow  ® Moderately positive  m Slightly positive .
Source: Qualtrics survey data
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Please elaborate briefly on your response on any type of impact above?

DAFC (Danish Agriculture & Food Council): “Increase in trade flows would generate increased
production, profits, commercial relationships, diversification of income sources, wider product range
of high-quality products.”

Syndicat du Sucre de la Reunion:

o "Since both the EU outermost regions and the EU trade partners are located in tropical
regions, they produce the same types of agricultural products, unlike EU continental
producers. The cane-sugar sector of La Réunion is the leader on the segment of speciality
sugars, which only accounts for 1,5 % of the EU sugar market. But EU outermost regions
products are in direct competition with ESA States products. As ESA States do not comply
with the EU high social, environmental and regulatory standards, producers from the EU
outermost regions will never be able to compete on an equal footing with the ESA producers.
The reform of the CMO, combined with the total opening of the EU market to sugars originating
in the ESA States, led the latter to redirect their production towards the manufacturing of
speciality sugars. The objective is to conquer a segment of the EU market where competition
is already intense, due to the entrance of new Latin American stakeholders in 2013. Mauritius
has just closed in 2020 one of the last two refineries of the country, stating that it will now
focus on speciality sugars production. Deprived from the outlets for their white and raw sugars,
the ESA sugar industries are attacking the speciality sugars market. They are destabilising
the market of speciality sugars, thus threatening the cane-sugar sector of the EU outermost
regions, for whose the EU market is a vital outlet and where it is the leader.

o The EU white sugar market is no more attractive for the ESA States. Thus, they are increasing
their speciality sugars production and exports to the EU, which damages the EU outermost
regions."

A Mauritian stakeholder reported that, the fact that the EU sugar market remains protected from the
world market through high tariffs of EUR 419 / ton, it is somewhat protected from the global price
volatility. The social and environmental standards on the other hand safeguard the market from unfair
competition.

Olof Palme International Center "Since it calls for adherence to international labour laws and ILO
conventions, it is a good incentive for partners. It also debunks the alternate narrative on punitive
sanctions."

What are priority issues that need to be addressed in the deepening negotiations, from the
perspective of your sector/field of expertise?

DAFC (Danish Agriculture & Food Council): Trade facilitation, TBTs/NBTs, services, digital trade.
ECSA:

o From the perspective of ECSA (representing the European shipping industry), it is important
that maritime transport services form part of any trade-related discussion the EU has with third
parties, including in this case economic partnership arrangements. This is because shipping
transports around 90% of the global trade in goods, making it the backbone of world trade. In
Africa, the role of shipping is even more important due, in some cases, to less advanced land
transport. Efficient maritime transport is therefore critical to the region’s trade and economic
growth, but shipping and ports in this region sometimes lag global trends and standards
resulting in high trading costs.

o Looking at the African continent more broadly, European shipping companies have
traditionally held a strong position. They are important partners to African governments and
business and ensure they are connected to the world and intra-African trade. They are heavily
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investing in the continent and support local employment. Africa is also one of the main growth
markets for EU businesses, with an anticipated doubling in size of the population by 2050.

However, at the same time, EU shipowners are more and more confronted with market access
barriers (in Africa but also around the world) targeting foreign logistics and maritime services.
These include i.e. cargo reservations or preferences for national carriers, licensing
requirements or rules on vessel flag, crew or construction to carry cargo or call at ports in their
territory, all to the detriment of foreign operators.

For ECSA, partnership agreements offer an excellent platform for the EU to draw the attention
of its trading partners to the importance of free access to maritime services as well as safe
and secure frameworks for operation. We, therefore, encourage the EU to seek to include
maritime services in future EPAs or revisions of existing EPAs.

= Syndicat du Sucre de la Reunion:

o

"The first priority is to extend, under the current EPA, the period during which the local market
of the French overseas departments is protected from ESA sugar exports, as provided by the
provision currently in force, and under the EPA to come, replicating the provision currently in
force which protects the local market of the French overseas departments from ESA sugar
exports.

If applicable to the EU outermost regions, the general suppression of custom duties as
provided by the EPAs would offer a disproportionate competitive advantage to products
originating in countries where social, environmental and productive standards are way lower
than the EU ones. It would deny the sugar industry of the EU outermost regions an access to
their local market.

Under the Cotonou agreement, this safeguard has been replicated in every EPAs and interim
agreements, which have been concluded. The interim Agreement between the EU and the
ESA States thus acknowledged the necessity to protect the local market of the French
overseas departments from sugar imports originating in the ESA States. The EU-ESA EPA
thus provides that duties remain due on sugar originating in the ESA States and released for
free circulation in the French overseas departments (on tariff lines of chapter 1701 of the
combined nomenclature). This provision is applicable for a period of 10 years, which is
extended for a further period of 10 years unless the EU and the ESA States agree otherwise.

Since the EU-ESA EPA came into force on May the 14th 2012, the first deadline will be on
May the 14th 2022, with a potential extension until May the 14th 2032. Hence the necessity
to extend, under the current EPA, the period during which the local market of the French
overseas departments is protected from ESA sugar exports, as provided by the provision
currently in force, and under the EPA to come, replicating the provision currently in force which
protects the local market of the French overseas departments from ESA sugar exports.

The second priority is to define an annual duty-free quota on speciality sugars imports from
ESA states to continental Europe, and maintain imports duties on volumes, which would enter
the EU market in excess of the annual duty-free quota conceded to ESA states. The tariff lines
of speciality sugars are lines 1701 1390, 1701 1490, 1701 9100 and 1701 9990 of the
combined nomenclature.

Since the reform of the CMO, the market environment has changed: the EU must take notice
of the metamorphosis of its own sugar market — a metamorphosis that the EU encouraged
itself — and take all needed measures to protect its territories and industries. In the framework
of the negotiations on the deepening of the EPA with the ESA States, the principles and terms,
which previously led to the complete opening of the EU market, must not be maintained.

For the record, the EU speciality sugars market is saturated, as more than 60% of its shares
are detained by non-EU competitors. It is now imperative and urgent to define a market
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exposure volume, i.e. a maximum volume of concessions that can be granted to speciality
sugars originating in foreign countries, by considering the quantities that are currently
imported. This will minimize the windfall effect and secure the stability of the EU speciality
sugars market.

This rule is all the more needed and legitimate, as the French overseas departments still can
increase their production of speciality sugars and to supply more than 45% of the EU market.
This objective will not be met if the EU keeps maintaining duty-free and quota-free access to
its speciality sugars market.

= A Mauritian stakeholder reported the need for more flexibility concerning RoO, namely cumulation with
other ACP producers and the value tolerance rule.

= FECC:

o

FECC calls for an enhanced monitoring effort when it comes to EU requirements under the
EU Africa strategy. Without comprehensive surveillance of products being exported to Africa,
this may result in (1) the undermining of EU and African producers and service providers, (2)
the decrease of the EU market share and (3) unnecessary regulatory roadblocks due to
internal bureaucratic delays. Rue du Luxembourg 16b, 1000 Brussels, Belgium T: +32 2 679
02 60| F: +32 2 672 73 55 www.fecc.org

The EU and other national governments are currently offering various regulatory and financial
incentives for green initiatives, particularly for public stakeholders and start-ups. These include
so-called emissions allowances under the EU Emissions Trading System (EU ETS) scheme.
With both the EU Green Deal and the EU African Strategy being game-changers, support from
the community must include a wider part of the industry to ensure that this type of initiatives
on integrating circular economy on trade also includes socio-economic benefits. We believe
that such incentivization is a more pragmatic approach that encourages companies to
innovate, rather than the overlapping regulations in the European chemical wholesale sector
that result in an uneven level playing field, most especially for SMEs.

5. What obstacles and challenges to doing business, trading or investing in your sector/ the
overall economy would you like to see addressed in the ongoing negotiations?

= DAFC (Danish Agriculture & Food Council): Administrative costs associated with cumbersome export
procedures.

= An ltalian stakeholder: “Stabilisation politique, sociale et economique. Amelioration des systémes
bancaires”

= Syndicat du Sucre de la Reunion:

@]

"Even if the ESA States accept to open their market to EU sugars, their social, environmental
and productive standards are way lower than the EU ones. There is a clear absence of level
playing field between the EU and the ESA States with regards to the cane sugar sector. The
sugar industries of the ESA States are thus extremely competitive on their own market, which
will therefore remain closed to EU outermost regions products in any case.

The EU speciality sugars market was already widely open to non-European countries (over
60%). Yet, in 2013, the EU concluded new trade agreements with Central America and the
Andean Community and allowed their cane sugar producers to enter the EU speciality sugars
market. Consequently, competition has considerably increased on this market, thus
accentuating pressure on the EU outermost regions.

The EU must acknowledge that part of its agricultural production is in direct competition with
agricultural products produced in neighbouring tropical countries. For this reason, it is
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necessary to associate the main economic actors of the outermost regions in every step of
the negotiation process.

= A Mauritian stakeholder reported the lack of visibility on the market as it is not sufficiently protected,
namely through too many trade agreements covering sugar and even domestic support provided to
EU producers (namely VCS).

= ECSA:

o Trade in services with African countries will undoubtedly thrive in the forthcoming decades,
but EU trade policy should step up to seize these opportunities and ensure European
businesses, such as the shipping industry, can play their role in ensuring sustainable
development, mobility and connectivity — and avoid the aforementioned market access
barriers.

o We highlight that non-discriminatory treatment of maritime transport services has been
formally recognised by EU and ACP partners as of 1995 (Lomé IV, art. 126 and following) and
reconfirmed in 2000 (Cotonou Agreement, art. 42). EU shipowners stress that also in the
renewed Partnership Agreement, as well as any other legal and policy instruments with African
partners, these principles must be anchored, even re-enforced. Fair and free competition,
without local protectionist measures, are of key importance to secure continued growth. For
maritime transport, free access to transport markets should go hand in hand with the right of
establishment of local agents to provide the best possible service to our customers.
Shipowners’ rights to invest in local services and infrastructure should also be secured.

o By anchoring clear commitments on maritime transport in legally binding instruments, the EU
creates the certainty EU businesses need to invest and operate in a sustainable manner. Such
trade agreements should at a minimum ensure that third countries provide reciprocal market
access to EU operators as third country operators face in the EU and include provisions on
maritime transport services to the fullest extent possible, including:

o Commitments towards unrestricted access to the international maritime markets and trades
on a commercial and non-discriminatory basis;

o Commitments to abolish and abstain from cargo-sharing agreements or reservations;

o The ability for EU operators to be granted reciprocal national market access, at minimum
feeder services, and all forms of transhipment and movement of empty containers;

o Ability to perform multimodal operations;
o The ability for EU operators to establish local representations in third countries.
o These are in addition to all other supporting measures to ensure smooth and fair trade.

Three of the remaining questions have each six valid responses and do not carry information relevant for the
ex-post report. 103

Update to strategy going forward

Over Jan / Feb, the team will take the following steps to increase EU response rates:

103 These forward looking questions were: What are the possible economic impacts of the chapters for negotiation in the deepening of the
EPA in your sector/ in the overall economy? What are your expectations on the possible environmental impacts of the chapters for
negotiation in the deepening of the EPA in your sector/in the overall economy? What are your expectations on the possible social and
human rights impacts of the chapters for negotiation in the deepening of the EPA in your sector/in the overall economy?
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= Targeted interviews — identify 20-30 key EU wide stakeholders and approach them directly for
interviews. These will be mostly associations, NGOs and other social partners. We will also ask
for their assistance to raise awareness of the questionnaire.

= Actively approach MS stakeholders from key trading partners for interviews.
= Discuss with EC potential virtual roundtables on the specific SIA reports and case study topics.

Our aim is still to conduct at least 20 interviews across the four largest trading partners—France, Germany,
Italy, and Sweden, for which the stakeholders are still being mapped.

The rest of the annex lists the stakeholders contacted in the EU and MS.

Table 28: EU Stakeholders contacted

Name of stakeholder

ACT Alliance Advocacy to the European Union

Active Pharmaceutical Ingredients Committee

AeroSpace and Defence Industries Association of Europe

Agriculture and Horticulture Development Board (AHDB)

Airlines for Europe

Airports Council International Europe

Amnesty International

ASINCA

Association de I'Aviculture, de I'lndustrie et du Commerce de Volailles dans les Pays de I'Union Europeenne
asbl

Association de producteurs de cinéma et de television (EUROCINEMA)
Association des Constructeurs Européens d'Automobiles (ACEA)

Association Européenne Du Commerce De Fruits Et Légumes De L'UE - European Fruit and Vegetables
Trade Association

Association of European Automotive and Industrial Battery -EUROBAT

Association of European Heating Industry

Association of European manufacturers of sporting ammunition

Bureau International des Producteurs d'Assurances & de Réassurances (BIPAR)
Business and Industry Advisory Committee (BIAC)(OECD)

BUSINESS EUROPE

Camara de Comércio e Industria da Madeira

Camara de Comércio e Industria da Horta

Camara de Comércio e Industria de Ponta Delgada

Camara do Comércio de Angra do Heroismo

Carbon Capture & Storage Association (CCSA)

CEFS - Comité Européen des Fabricants de Sucre

Central Europe Energy Partners (CEEP)

Centre de Documentation, de Recherche et d'Information des Peuples Autochtones
Chambers of Commerce of Ireland (Chambers Ireland)

Coalition for Fair Fisheries Agreements

Cobalt Development Institute (CDI)

Comité du commerce des céreales, aliments du bétail, oléagineux, huile d'olive, huiles et graisses et
agrofournitures de I'U.E.

Comité Européen des Entreprises Vins

Committee for European Construction Equipment

Committee of the European Sugar Users

Confederatia Sindicala Nationala MERIDIAN (CSN MERIDIAN)

Confederation of European Community Cigarette Manufacturers
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Confederation of European Paper Industries

Confederation of National Associations of Tanners and Dressers of the European Community
(COTANCE)Private sector

Confederation of National Hotel and Restaurant Associations(HOTREC)
Confederation of Netherlands Industry and Employers (VNO-NCW)
Confederation of the food and drink industries of the EU(FoodDrinkEurope)
Confederation of the German Textile and Fashion Industry

Conférence des Notariats de I'Union Européenne

Conseil des barreaux de la Communauté Européenne (CCBE)

Council of European Employers of the Metal, Engineering and Technology - Based Industries (CEEMET)
Danish Agriculture & Food Council

DIGITALEUROPE

Direct Selling Europe AISBL

Ecommerce Europe

EU Vegetable Oil and Protein meal Industry

EUROALLIAGES

Eurochambres

EuroCommerce

EURODOM

Eurogroup for Animals

European & International Federation of Natural Stone Industries -EUROROC
European Accounting Association

European Accreditation (EA)

European Aerosol Federation

European Aggregates Association (UEPG)

European Apparel and Textile Confederation (EURATEX)

European Association of Automotive Suppliers (CLEPA)

European Association of Chemical Distributors (Fecc)

European Association of Cooperative Banks (EACB)

European Association of Craft, Small and Medium-Sized Enterprises (UEAPME)
European Association of Dairy Trade (Eucolait)

European Association of Fruit and Vegetable Processors (PROFEL)
European Association of Internet Services Providers (ISPA)

European Association of Metals Eurometaux

European Association of Mining Industries, Metal Ores & Industrial Minerals (Euromines)
European Association of Mutual Guarantee Societies

European Association of Sugar Traders (ASSUC)

European Association of the Machine Tool Industries (CECIMO)

European Association representing the agricultural machinery industry (CEMA)
European Aviation Clusters Partnership

European Banking Federation (EBF)

European Biodiesel Board

European Branded Clothing Alliance

European Brands Association

European Broadcasting Union (EBU)

European Business Services Round Table

European Cement Association (CEMBUREAU)

European Centre for International Political Economy

European Ceramic Industry Association (Cerame-Unie)

European Cocoa Association Private sector

European Committee for Electrotechnical Standardization
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European Community Shipowner's Associations

European Competitive Telecommunications Association

European Confederation of Junior Enterprises

European Confederation of Woodworking Industries (CEl-Bois)

European Construction Industry Federation

European Consumer Organisation (BEUC)

European Coordination Committee of the Radiological, Electromedical and Healthcare IT Industry (COCIR)
European Coordination of Independent Producers (CEPI)

European Council for Automotive R&D (EUCAR)

European Council for Motor Trades and Repairs (CECRA)

European Crop Protection Association

European Dairy Association

European Diisocyanate and Polyol Producers Association

European Disposables & Nonwovens Association (EDANA)

European DIY Retail Association

European Ecommerce and Omni-Channel Trade Association

European Electronic Component Manufacturers Association

European Engineering Industries Association (EUnited)

European Environmental Bureau (EEB)

European Expanded Clay Association (EXCA)

European Express Association

European Family Businesses

European Farmers (COPA COGECA)

European Federation for Construction Chemicals

European Federation for Cosmetic Ingredients

European Federation of Engineering Consultancy Associations

European Federation of Food, Agriculture and Tourism Trade Unions- EFFAT
European Federation of Foundation Contractors

European Federation of National Associations of Water and Waste Water Services
European Federation of Pharmaceutical Industries and Associations(EFPIA)
European Federation of Public Service Unions (EPSU)

European Federation of the Footwear industry

European Fish Processors & Traders Association and European Federation of National Organizations of
Importers and Exporters of Fish (AIPCE-CEP)

European Franchise Federation

European Furniture Industries Confederation

European Health Industry Business Communications Council(EHIBCC)
European Industrial Gases Association

European Lime Association (EULA)

European Livestock and Meat Trade Union

European Man-made Fibres Association (CIRFS)

European Medical Technology Industry Associations (MedTech Europe)
European Milk Board

European Newspaper Publishers’ Association (ENPA)

European Organisation for Security

European Organisation of Tomato Industries (OEIT)

European Panel Federation

European Patent Office

European Plaster and Plasterboard Manufacturers Association (EUROGYPSUM)
European Policy Centre

European Potato Processors' Association
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European Power Tool Association

European Property Federation

European Public and Real Estate Association (EPRA)
European Regions Airline Association (ERA)
European Renewable Ethanol Association — EPURE
European Satellite Operator's Association

European Services Forum

European Services Strategy Unit

European Shippers' Council

European Small Business Alliance

European Steel Technology Platform (ESTEP)
European Sugar Refineries Association
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European Technology Platform on Sustainable Mineral Resources(ETP SMR)

European Telecommunications Standards Institute (ETSI)

European Textile Collectivities Association
European Trade Union Confederation — ETUC

European Travel Agents’ and Tour Operators’ Associations
European Tyre & Rubber Manufacturers' Association (ETRMA)

European Whey Processors Association

Europeche

Fair Trade Advocacy Office

Fédération des Experts Comptables Européens (FEE)
Fédération Internationale de I'Automobile (FIA)
Fédération Internationale du Recyclage

Federation of European Publishers

Federation of European Rice Millers

Federation of European Employers (FedEE)
Federation of the European Sporting Goods Industry

Female Europeans of Medium and Small Enterprises (FEM)

Fern
Fertilizers Europe
Foreign Trade Association — Amfori

Freshfel Europe - the forum for the European fresh fruits and vegetables chain

Friends of the Earth Europe (FOEE)

FRUCOM (European Federation of the trade in dried fruit, edible nuts, processed fruit & vegetables and

processed fishery products)
Gelatine Manufacturers of Europe (GME)
Glass Alliance Europe

Global Industrial and Social Progress Research Institute(GISPRI)

Global Witness

Greenpeace

Health Action International (Europe)

Health First Europe

Human Rights Watch

Independent Retail Europe

Industrial Ethanol Association

Industrial Minerals Association — Europe (IMA-Europe)
industriAll European Trade Union (industriAll)
Instituto Cuestiones Agrarias y Medioambientales
Intelligent Transport Systems — Europe (ERTICO)
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International Association of Users of Artificial and Synthetic Filament Yarns and of Natural Silk
International Confederation of European Beet Growers

International Confederation of Inspection and CertificationOrganizations
International Co-operative Alliance

International Federation of Reproduction Rights

International Labour Organisation (ILO)

International Land Coalition

International Network for Sustainable Energy — INFORSE-Europe
International Trade Union Confederation (ITUC)

Lighting Europe

Long-Distance Fisheries Advisory Council

Market Advisory Council

Medicines for Europe

Nanofutures

ORGALIM - European Association for Machinery

Organisation pour un réseau international d’indications Géographiques
Plastics Recylers Europe

Primary Food Processors

European Flour Milling Association

Starch Europe

European Vegetable Protein Foundation

Société des auteurs et compositeurs dramatiques

Solar Power Europe

spiritsEUROPE Private sector

Trade Union Advisory Committee (of the OECD) (TUAC)

Transport and Environment (European Federation for Transport and Environment)
UNIFE

Wind Europe

Source: Own compilation

Table 29: Member States organisations contacted

French stakeholders

Embassy of France in Antananarivo, Madagascar

Embassy of France in Moroni, Comoros

Embassy of France in Harare, Zimbabwe

Embassy of France in Victoria, Seychelles

Ministry of Overseas France

Direction Générale du Trésor, Service des Affaires Multilatérales et du Développement
Caritas (International)

Man and the Environment France

Impact Madagascar

GRET

Collaboration on International ICT Policy for East and Southern Africa (“CIPESA”)
Association for Progressive Communications

French Facility for Global Environment

Italian stakeholders

Assocalzaturifici - Italian Footwear Manufacturers' Association
Association of Italian Textile Machinery Manufacturers
ASSOCIAZIONE CENTRO AIUTI VOLONTARI

Cia - Agricoltori italiani
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Civil Society Organisations

Cocis (coordination of non-governmental organizations for international development cooperation)
Confederazione Cooperative Italiane

CONFINDUSTRIA ASSAFRICA & MEDITERRANEO

COOPI - Cooperazione Internazionale, Foundation

COSPE

COoSsvV

FederlegnoArredo - Federazione Italiana delle Industrie del Legno, del Sughero, del Mobile e
dell'Arredamento

Fondazione Giacomo Brodolini

Italian committee for food sovereignty (CISA)

Italian committee for the right to water (CICMA)

Italian Development Cooperation Agenc

Italian National Agency for New Technologies, Energy and Sustainable Economic Development (ENEA)
Italian network for responsible tourism (AITR)

Italian Trade Agency

Italian Trade Union Confederation

L’Africa Chiama ONLUS-ONG

Ministry of Economic Development, General Directorate for Trade Policy — Division V
Unioncamere

German stakeholders

Africa Business Network

Afrika-Verein der deutschen Wirtschaft

Association of German Chambers of Industry and Commerce (DIHK)
AUMA — Association of the German Trade Fair Industry

BDI - Federation of German Industries

BGA - Federation of German Wholesale, Foreign Trade and Services
Chambers of Industry and Commerce (IHK)

Consulate of Germany in Port Luis, Maritius

Consulate of Germany in Victoria, Seychelles

Deutsche Gesellschaft fur Internationale Zusammenarbeit (GIZ)
Embassy of Germany Harare, Zimbabwe

Embassy of Germany in Madagascar

EZ-Scout

Federal Ministry for Economic Affairs and Energy

Federation of the German Export Trade

German Agribusiness Alliance (GAA)

German Chamber of Commerce Abroad (AHK)

German Federal Ministry for Economic Cooperation and Development
German Foundation for World Population

German Trade Union Confederation (DGB)

OroVerde - Tropical Forest Foundation

SPECTARIS - German Hightech Industry Association

VENRO

Swedish stakeholders

Africa Trade and Invest (ATI)

Diakonia

LO-TCO Secretariat of International Trade Union Development Co-operation
Afrikagrupperna (The Africa Groups)

Brussels Office of the Swedish Trade Unions
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Business Sweden

Forum Syd

Global Witness

International Development Cooperation

National Board of Trade, Department for WTO Affairs;
Olof Palme International Center

Sweden Africa Chamber

Swedish African Business Cluster Initiative
Swedish Cooperative Centre - We Effect

Swedish East Africa Chamber of Commerce.
Swedish Enterprise

Swedish International Development Agency (SIDA)
Swedish Foundation for Human Rights

Swedish Society for Nature Conservation, SNF

Source: Own compilation
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Annex VI (Chapter 2): Implementation of the interim EPA

ESA EPA Market Access:

= Madagascar has a 5-band tariff (0,5,10,20 per cent) and has increased the number of tariffs
between 2012, which was the time that Madagascar ratified the interim EPA, and 2019, which
is the latest information available. Forty per cent of these tariff increases were in the highest band
and the number of tariffs in all bands were increased, so the weighted average tariff rate increased
from 2012 to 2019.

= Mauritius committed to liberalising 96% of its tariff lines, broken down as raw materials and
capital goods by 2014, intermediate goods by 2017 and final goods and sensitive products by
2022. Raw materials, capital goods and intermediate goods have been liberalised. Even before
Mauritius signed the interim EPA, it was virtually duty-free, with a weighted mean average tariff of 1.15
per cent. In 2012, there were 58 tariff lines with a 30 per cent tariff, which was the highest tariff.
Commodities in the 30 per cent tariff band included tea (HS chapter 09); packaging (HS chapter 39),
suitcases (HS chapter 42); paper (HS chapter 48); electric light bulbs (HS chapter 85); motor vehicle
bodies (chapter 87); furniture and vehicle upholstered seats (HS chapter 94); video game consoles;
and sanitary towels (chapter 96). In 2019 the number of tariff lines of 30 per cent had risen to 100 but
this is mainly because alcohol (HS chapter 22) was added to the highest tariff band. Even with this
increase in the number of tariff lines attracting a 30 per cent tariff, the weighted mean average in 2019
was 1.04 per cent.

= Seychelles has given a tariff offer that involves liberalising all products with a minimal 2 per
cent of exclusions. Seychelles enacted the Customs Management Act 2014 to manage all imports
and exports and under the Act, passed statutory instrument no 81 of 2016 entitled the Customs
Management (Interim EPA) Regulations, 2016 in December 2016 that went into force in January 2017.

= Zimbabwe has excluded 20 per cent of its tariff lines from liberalisation and scheduled the
remaining 80 per cent as raw materials and capital goods that were to be liberalised by 2014,
after a 5-year preparatory period. Intermediate and final goods have been scheduled to be liberalised
in 2022 over 9 years after a 6-year preparatory period. The total period of tariff reduction was,
therefore, 15 years. However, implementation of reduced tariffs by Zimbabwe on EU imports started
in 2016 after the enactment of Statutory Instrument No. 117 of 2016 entitled Customs and Excise
(Economic Community) and ESA EPA) (Suspension) (Market Access Offer) Regulations, 2016
through Government Gazette No. 62 of 7 October 2016.

Table 30: Products Excluded from Tariff Liberalisation Schedules by ESA Country

Main Exclusions from Liberalisation

Comoros Meat, milk, vegetables, flour, tobacco, motor vehicles

Madagascar Meat, milk and cheese, fisheries, vegetables, cereals, oils and fats, edible preparations,
sugar, cocoa, beverages, tobacco, chemicals, plastic and paper articles, textiles, metal
articles, furniture

Mauritius Live animals and meat, edible products of animal origin, fats, edible preparations and
beverages, chemicals, plastics and rubber articles of leather and fur skins, iron & steel and
consumer electronic goods

Seychelles Meat, fisheries, beverages, tobacco, leather articles, glass and ceramics products and
vehicles

Zimbabwe Products of animal origin, cereals, beverages paper, plastics and rubber, textiles and
clothing, footwear, glass and ceramics, consumer electronic and vehicles

Source: http://www.eeas.europa.eu/archives/delegations/zimbabwe/documents/eu zimbabwe/epas esa en.pdf
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Table 31: Mauritius 2012: Number of Tariffs in each Tariff Band

. o ) Tariff Rate Number of
Mauritius 2012: Number of Tariffs in each Tariff Band .
(Percentage) Tariffs
6000 0 5,524
5000 5 6
10 38
4000 15 310
3000 30 58
MW Total
Blank records 272
2000
Total 6,208
1000 Weighted Average = 1.15%
0 _ [ | — [ |

Source: Comstat

Source: Comstat

Table 32: Mauritius 2019: Number of Tariffs in each Tariff Band

. o ) Tariff Rate Number of
Mauritius 2018: Number of Tariffs in each Tariff Band .
(Percentage) Tariffs
7000 0 5,991
6000 5 6
5000 10 38
4000 15 245
3000 W Total 30 100
Blank records 1
2000 Total 6,381
1000
0 — - —_— Source: Comstat

0 5 10 15 30 (blank)

Source: Comstat
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The most comprehensive and authoritative source of information on RoO is the Official Journal of the EU,
volume 63 (L93 of 27th March 2020). This is replicated on various national websites and portals in the ESA5
countries, both on government and private sector websites such as on the Mauritius Chamber of Commerce
and the Mauritius Revenue Authority websites. In relation to the dissemination of information on RoO, survey
results suggest that the ESA5 stakeholders use the EU’s Official Journal or website; national Customs; and
websites of respective government, chambers of commerce, and trading community associations. The
survey results suggest that there is scope for increasing awareness on RoO through increasing the capacity
of Chambers of Commerce and exporter associations.

Preference Utilisation by ESA Countries into the EU

Appendix 1: Value of ESA EPA Preference Utilisation — Exports from ESA into the EU - 2018

Values Madagascar Mauritius Seychelles Zimbabwe
Value of utilised preferences 1,147,022,200 797,862,600 324,101,000 239,070,800
Value of non-utilised preferences 341,900 427,100 10,001,600 9,810,900
Total EPA Eligible Exports 1,147,364,100 798,289,700 334,102,600 248,881,700
Preference Utilisation Rates 99.97% 99.95% 97.01% 96.06%
Source: Authors calculations from EuroStat data
Appendix 2: Preference Utilisation of Madagascar’s Exports into the EU
EPA Preference Utilization of Madagascar's Exports to the EU, 2018
Imports (USD thousands)
HS2 Product Description Total EPA Entering under EPAO UR
Dutiable ik Undefined (%)
Value Eligible EPA GSP/LDC
0] (2 (3) 4) (5) (6) ] (8) (9)
09 SC;’S:: tea, mate and 449,943.40 | 435,804.00 | 435,804.00 | 418,816.70 | 6,155.60 - 96%
Articles of apparel and
62 | clothing accessories, not | 238,864.90 | 238,864.90 | 238,864.90 | 160,457.50 | 6,042.00 - 67%
knitted or crocheted
Articles of apparel and
61 clothing accessories, 188,112.20 | 188,112.20 | 188,112.20 | 171,805.10 | 10,609.70 - 91%
knitted or crocheted
Fish and crustaceans,
03 | molluscs and other 116,381.90 | 116,243.00 | 116,243.00 | 115,937.80 213.50 - 100%
aquatic invertebrates
81 Other base metals; 103,336.00 ) ) ) . )
cermets; articles thereof
75 Nickel and articles 57.694.40 ) ) ) . )
thereof
Essential oils and
33 | resinoids; perfumery, 20,046.80 | 2,269.20 | 226920 | 1,719.60 | 493.80 - 76%
cosmetic or toilet
preparations
71 | Naturalorcultured = 1 54 06830 | 130170 | 1,301.70 | 1,216.00 | 19.00 - 93%
pearls, precious or semi-
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EPA Preference Utilization of Madagascar's Exports to the EU, 2018

HS2

Product Description

Imports (USD thousands)

Total
Value

Dutiable

EPA
Eligible

Entering under

EPA GSP/LDC

Undefined

EPA UR
(%)

(1)

)

@)

(4)

5)

(6) @)

®)

9)

precious stones,
precious metals, metals
clad with precious metal,
and articles thereof;
imitation jewellery; coin

08

Edible fruit and nuts;
peel of citrus fruits or
melons

40,580.80

1,617.20

1,617.20

1,612.50 -

100%

13

Lacs; gums, resins and
other vegetable saps
and extracts

39,021.00

38,793.40

38,793.40

38,728.70 -

100%

Source:

Authors calculations from EuroStat data

Appendix 3: Preference Utilisation of Mauritius’s Exports into the EU

EPA Preference Utilization of Mauritius' Exports to the EU, 2018

HS2

Product Description

Imports (USD thousands)

Total
Value

Dutiable

EPA
Eligible

Entering under

EPA GSP/LDC

Undefined

EPA UR
(%)

(1)

)

()

(4)

5)

(6) @)

(8)

9)

16

Preparations of meat,
fish or crustaceans,
molluscs or other aquatic
invertebrates

293,325.50

293,325.50

293,325.50

293,321.60 0

100

61

Articles of apparel and
clothing accessories,
knitted or crocheted

155,163.10

155,163.10

155,163.10

153,304.00 0

99

17

Sugars and sugar
confectionery

92,363.70

92,357.70

92,357.70

92,001.40 0

100

62

Articles of apparel and
clothing accessories, not
knitted or crocheted

89,953.10

89,953.10

89,953.10

81,785.00 0

91

71

Natural or cultured
pearls, precious or semi-
precious stones,
precious metals, metals
clad with precious metal,
and articles thereof;
imitation jewellery; coin

44,833.10

23,761.40

23,761.40

22,945.90 0

97

03

Fish and crustaceans,
molluscs and other
aquatic invertebrates

30,328.10

30,128.40

30,128.40

30,034.20 0

100

90

Optical, photographic,
cinematographic,
measuring, checking,
precision, medical or
surgical instruments and
apparatus; parts and
accessories thereof

23,845.20

3,144.50

3,144.50

1,639.60 0

52

91

Clocks and watches and
parts thereof

18,536.70

18,536.70

18,536.70

17,184.70 0

93

176



SIA in support of negotiations with ESA5
Ex-Post Evaluation

EPA Preference Utilization of Mauritius' Exports to the EU, 2018

HS2

Product Description

Imports (USD thousands)

Total
Value

Dutiable

EPA
Eligible

Entering under

EPA GSP/LDC

Undefined

EPA UR
(%)

(1)

)

@)

(4)

5)

(6) @)

®)

9)

85

Electrical machinery and
equipment and parts
thereof; sound recorders
and reproducers,
television image and
sound recorders and
reproducers, and parts
and accessories of such
articles

16,628.70

13,759.40

13,461.50

27.70 0

42

Articles of leather;
saddlery and harness;
travel goods, handbags
and similar containers;
articles of animal gut
(other than silk-worm

gut)

12,778.90

12,778.90

12,778.90

12,277.80 0

96

Source: Authors calculations from EuroStat data

Appendix 4: Preference Utilisation of Seychelles’ Exports into the EU

EPA Preference Utilisation of Seychelles' Exports to the EU, 2018

HS2

Product Description

Imports (USD thousands)

Total
Value

Dutiable

EPA
Eligible

Entering under

EPA GSP/LDC

Undefined

EPA UR
(%)

(1)

)

()

(4)

5)

(6) @)

(8)

9)

16

Preparations of meat,
fish or crustaceans,
molluscs or other aquatic
invertebrates

279,758.20

279,758.20

279,758.20

279,756.50 0

100

03

Fish and crustaceans,
molluscs and other
aquatic invertebrates

58,134.30

43,504.60

43,504.60

42,522.50 0

98

27

Mineral fuels, mineral
oils and products of their
distillation; bituminous
substances; mineral
waxes

8,869.70

8,869.70

8,869.70

90

Optical, photographic,
cinematographic,
measuring, checking,
precision, medical or
surgical instruments and
apparatus; parts and
accessories thereof

1,735.20

26.30

26.30

15

Animal or vegetable fats
and oils and their
cleavage products;
prepared edible fats;
animal or vegetable
waxes

1,062.60

2.30

2.30

Source: Authors calculations from EuroStat data
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Appendix 5: Preference Utilisation of Zimbabwe’s Exports into the EU

EPA Preference Utilisation of Zimbabwe's Exports to the EU, 2018

HS2

Product Description

Imports (USD thousands)

Total
Value

Dutiable

EPA
Eligible

Entering under

EPA GSP/LDC

Undefined

EPA UR
(%)

(1)

()

(3)

(4)

)

(6) @)

(8)

9)

72

Iron and steel

167,842.90

46,150.10

46,150.10

44,284.00 0

117,411.40

96

24

Tobacco and
manufactured tobacco
substitutes

104,438.40

104,438.40

104,438.40

93,230.40 0

89

71

Natural or cultured
pearls, precious or semi-
precious stones,
precious metals, metals
clad with precious metal,
and articles thereof;
imitation jewellery; coin

87,142.30

466.40

466.40

465.30 0

100

08

Edible fruit and nuts;
peel of citrus fruits or
melons

48,800.40

47,304.60

47,304.60

46,943.20 0

99

41

Hides and skins (other
than furskins) and
leather

40,238.40

9,599.60

9,599.60

2.30 0

25

Salt; sulphur; earths and
stone; plastering
material, lime and
cement

24,346.50

0.0

07

Edible vegetables and
certain roots and tubers

22,240.10

22,222.00

22,222.00

22,142.00 0

100

09

Coffee, tea, mate and
spices

11,546.80

688.00

688.00

666.60 0

97

06

Live trees and other
plants; bulbs, roots and
the like; cut flowers and
ornamental foliage

7,723.20

7,723.20

7,723.20

7,416.50 0

96

68

Articles of stone, plaster,
cement, asbestos, mica
or similar materials

4,512.00

605.90

605.90

566.00 0

93

Source: Authors calculations from EuroStat data
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Appendix 6: Preference Utilisation for Top Ten EU Exports into ESA Countries, in USD million. 2018

Entering
. EPA . EPA
HS2 Chapter Dutiable Eligible using EPA UR %
preferences
84 NucI‘ear reactors, boilers, machinery and mechanical 103.73 103.73 2216 214
appliances; parts thereof
85 | Electrical machinery and equipment and parts thereof. 38.04 38.04 7.98 21.0
62 Articles of apparel and clothing accessories, not knitted or 34.92 34.92 083 00
crocheted
N 87 Vehicles other than. railway or tramway rolling-stock, and 26.05 26.05 343 13.2
S parts and accessories thereof
)
oy 39 Plastics and plastic products 24.07 24.07 6.00 25.0
©
E 73 | Articles of iron or steel 23.48 23.48 10.36 441
52 | Cotton 19.62 19.62 - 0.0
50 | Silk 18.98 18.98 - 0.0
49 B(.)ol‘<s, r?ewspapers, p|ctu1l'es and othgr products of the 16.42 16.42 013 01
printing industry; manuscripts, typescripts and plans
51 Wool, flr?e and coarse animal hair; yarn and fabrics of 15.80 15.80 . 00
horsehair
22 Beverages, spirits and vinegar 36.44 36.44 3.69 10%
72 Iron and steel 19.34 19.34 - 0%
Furniture; medical and surgical furniture; bedding,
mattresses, mattress supports, cushions and similar
94 | stuffed furnishings; lamps and lighting fittings, not 13.46 13.46 0.45 3%
elsewhere specified; illuminated signs, illuminated name-
plates and the like; prefabricated
Soaps, organic surface-active agents, washing
preparations, lubricating preparations, artificial waxes,
34 | prepared waxes, shoe polish, scouring powder and the 10.32 10.32 0.03 0%
P like, candles and similar products, modelling pastes,
:g dental wax and plaster-based dental pre
é 39 Plastics and plastic products 9.24 9.24 0.14 2%
73 | Articles of iron or steel 3.99 3.99 0.07 2%
Tanning or dyeing extracts; tannins and their derivatives;
32 | dyes, pigments and other colouring matter; paints and 2.77 2,77 - 0%
varnishes; putty and other mastics; inks
23 Regdues and waste from the food industries; prepared 249 249 158 63%
animal fodder
33 Essentlall oils and resinoids; perfumery, cosmetic or toilet 209 209 ) 0%
preparations
48 Paper and paperboard; articles of paper pulp, paper or 152 152 0.00 0%
paperboard
03 Esh and crustaceans, molluscs and other aquatic 141.77 141.77 016 01
invertebrates
22 | Beverages, spirits and vinegar 7.00 7,.0 0.09 1.2
02 | Meat and edible meat offal 3.67 3.67 0.20 5.5
§ 07 Edible vegetables and certain roots and tubers 1.31 1.31 0.60 45.9
Q
5 08 Edible fruit and nuts; peel of citrus fruits or melons 0.95 0.95 0.37 39.2
>
$ 09 Coffee, tea, mate and spices 0.93 0.93 0.45 48.6
16 Preparatlon.s gf meat, fish or crustaceans, molluscs or 073 073 032 441
other aquatic invertebrates
63 Other ma.de up textile articles; sets; worn clothing and 070 070 0.01 01
worn textile articles; rags
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Entering
. EPA . EPA
HS2 Chapter Dutiable Eligible using EPA UR %
preferences
21 Miscellaneous edible preparations 0.65 0.65 0.23 34.9
19 Preparations of cereals, flour, starch or milk; pastrycooks 048 048 018 365
products
87 Vehicles other than. railway or tramway rolling-stock, and 59 35 59 35 ) 0.0
parts and accessories thereof
64 Nucl.ear reactors, boilers, machinery and mechanical 3268 3268 1.98 6.0
appliances; parts thereof
30 Pharmaceutical products 19.46 19.46 - 0.0
04 Dalry. produ.ce:; birds' eggs; natural h‘o.ney; e.dlble products 18.79 18.79 ) 0.0
of animal origin, not elsewhere specified or included
% 38 | Miscellaneous chemical products 16.75 16.75 0.20 0.1
é 85 Electrical machinery and equipment and parts thereof 11.55 11.55 0.96 0.1
N 27 I\/.Ilner.al fuels, mineral oils f':lnd products of their distillation; 991 991 ) 0.0
bituminous substances; mineral waxes
Optical, photographic, cinematographic, measuring,
90 | checking, precision, medical or surgical instruments and 8.11 8.11 0.14 1.8
apparatus; parts and accessories thereof
29 Essent|gl oils and resinoids; perfumery, cosmetic or toilet 526 52 0.40 77
preparations
39 Plastics and plastic products 4..02 4..02 0.25 6.3

Source: COMESA Secretariat - COMSTAT
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Annex VIl (Chapter 4): Analysis of Trade and Investment Flows

Overview trade agreements that ESA4 countries concluded with third
countries.

Mauritius

Year | Name Overview

1971 GSP - Beneficiary of the GSP offered by Japan, Norway, Switzerland,
the United States, and the customs union of Belarus, Kazakhstan,
and Russia.

1984 | Indian Ocean Commission (I0C) - Inter-governmental organisation created in 1984 by the Victoria
Agreement grouping Comoros, Madagascar, Mauritius, Reunion
and Seychelles.
- Objectives to strengthen diplomatic, economic and commercial
ties between these India