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. Introduction

Over recent years, the issue of trade facilitation has
emerged as an important element of multilateral,
regional, and bilateral trade debates. The growing
importance of this issue has reflected the impor-
tant structural changes in global production and
trade over the last few decades. In particular, the
expansion of global value chains as the key chan-
nel for organizing global production and trade over
the last few decades entailed new requirements to
facilitate the movement of parts and components
and final goods across national borders (Meme-
dovic and others, 2008; Saslavsky and Shepherd,
2012). With a number of multilateral, regional and
bilateral trade agreements providing a higher de-
gree of predictability relating to tariffs and non-tar-
iff barriers, there has been growing recognition
that custom procedures, delays and red tape pose
significant barriers to the cross-border movement
of products. Such barriers often lead to significant
time delays and additional costs for firms by dis-
rupting the operations of global value chains and
affecting the ability of firms to participate in these
increasingly time-sensitive chains. As lead firms in
global value chains continued to adopt so-called
“just-in-time” production and logistical models
that focus on speed, agility, and lower inventory,
the importance of predictable and speedy border
crossings increased in global value chains.

As a result of these dynamics, trade facilitation has
become a key element of regional and multilater-
al agreements and initiatives with the objective of
providing a less costly and more predictable envi-
ronment for border crossings. The notion of “trade
facilitation” covers a broad range of measures that
simplify and streamline the movement of goods
across national borders, including border and cus-
tom procedures, documentation, data-exchange
infrastructure and appeal procedures, among oth-
ers. At a multilateral level, following lengthy de-
bates that commenced in the mid-1990s, a trade
facilitation agreement was concluded at the World
Trade Organization (WTO) in 2013, which entered
into force in 2017.The Trade Facilitation Agreement
includes a number of provisions that aim to expe-
dite the movement of goods across borders and to
improve cooperation between States on trade fa-

cilitation issues. In addition to the multilateral level,
trade facilitation has become an important part of
regional and bilateral trade agreements in recent
years with a growing number of regional and bi-
lateral agreements incorporating trade facilitation
clauses. In addition, a number of regional blocs
are pursuing ambitious trade facilitation agendas
with the aim of boosting regional integration and
regional value chains.

North Africa is part of these broader economic dy-
namics. While different countries in the region dif-
fer in terms of their economic structures and inte-
gration in the global economy, the region is highly
integrated in global value chains with countries
such as Egypt, Morocco and Tunisia demonstrating
a high level of integration in a number of sectors,
such as textile and clothing, electronics and the au-
tomotive industry. Countries in the region are also
signatories to a range of multilateral, regional, and
bilateral agreements that include provisions on
trade facilitation. Some of the North African econ-
omies, in particular Morocco and Tunisia, are high-
ly integrated in European Union-oriented global
value chains and are also signatories to free trade
agreements with the European Union. Other States
in the region, such as Egypt and Morocco, also
have preferential trade agreements with the Unit-
ed States of America. All countries in the region are
also signatories to the Agreement Establishing the
African Continental Free Trade Area. Furthermore,
some countries in the region, among which Tu-
nisia is at the most advanced stage, are negotiat-
ing deeper agreements with the European Union
through the framework of the Union’s deep and
comprehensive free trade agreements.

This report provides an analysis of the position
of North Africa with regard to the trade facilita-
tion agenda. The discussion is presented at three
levels of analysis. The first is the national level, at
which a thorough analysis is made of the policies
of each North African country in respect of trade
facilitation. The second is the regional level, where
the focus is placed on initiatives within the North
Africa region related to trade facilitation. At a third
level, the analysis looks at this regional picture in




the context of broader developments in the area of
trade facilitation and, in this process, a comprehen-
sive review of developments in this area has been
conducted. In addition to multilateral processes, a
special focus was given to other regional initiatives
in this area with the objective of identifying exam-
ples of best practice policies that could be imple-
mented in North Africa.

The report is based on a number of sources. An
analysis was made of the key policies on trade fa-
cilitation and a review conducted of the manner
in which trade facilitation is dealt with in different
trade agreements. A detailed analysis was also
made of trade facilitation in a number of region-
al blocs. Lastly, a country-by-country analysis was
carried out of trade facilitation in North Africa.

The report is structured as follows. Chapter 2, after
this introduction, discusses trade facilitation in the
context of broader shifts in global production and
trade. Chapter 3 provides an overview of trade fa-
cilitation in multilateral, regional and bilateral trade
agreements. Chapter 4 examines in depth the trade
facilitation agenda in other regional blocs, focusing
on the two cases of the Association of Southeast
Asian Nations (ASEAN) and the Common Market
for Eastern and Southern Africa (COMESA), in addi-
tion to a shorter discussion of the Southern Com-
mon Market (MERCOSUR). Chapter 5 examines the
trade facilitation situation in North Africa at both
regional and national levels. In conclusion, policy
implications are discussed in chapter 6.




Il. Trade facilitation, global production, trade,

and employment

A. Background

The global economy has experienced important
changes over the last few decades. One of those
changes has been the expansion of global trade as
a result of a number of economic and policy shifts,
in particular processes of trade liberalization in the
last two decades of the twentieth century.

In addition to trade liberalization, this growth in
global trade has been significantly driven by the
important changes that have taken place in glob-
al production. Contrary to the vertically integrated
production regime that dominated most of the
twentieth century, in the 1980s leading global cor-
porations began to adopt processes of outsourc-
ing and offshoring, driving a process of fragmen-
tation of production. This process was manifested
in the growing importance of trade in intermediate
goods in recent decades, which has had notable re-
gional variation (Ando, 2006).

Those macro dynamics reflected important chang-
es in the relationships involved in global produc-
tion, in particular the expansion of fragmented
production networks that link production activities
in different parts of the world. Contrary to earlier
production models, where a larger share of activi-
ties used to take place within the national borders
of one State, a growing number of products and

services today are produced through fragmented
cross-border networks. These networks link loca-
tions, firms, and workers in these places in dynamic
and constantly changing networks.

In recent years, these networks of production have
come to be called global value chains and there
has been ever wider analysis of their implications
for national economies and economic policies.
While efforts to improve our ability to statistically
capture trade in global value chains are ongoing,
the fragmentary data available show that glob-
al value chains currently account for a very high
percentage of global trade (World Bank and World
Trade Organization, 2019). As a result, global value
chains play an important role in shaping economic
and social outcomes in different parts of the world
through mechanisms such as governance of these
chains, distribution of value within these chains,
and potential for upgrading and technological de-
velopments through these chains.

Despite these changes, it is inaccurate to think that
national borders have lost their role as key factors
regulating the global economy (Azmeh, 2019).
States still have important abilities and policy tools
through which to control market access and the
movement of goods through their borders. In addi-
tion, national borders remain the key containers of
different rules, regulatory frameworks, currencies

Figure 1: Global trade as a percentage of world gross domestic product (GDP)
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Source: World Bank, World Development Indicators, 2019.




and sanitary standards, among other functions.
Furthermore, in the majority of countries, national
borders remain important friction points in terms
of border crossing, procedures and potential de-
lays.

As the core of production through global value
chains is the ability to organize cross-border pro-
duction networks, navigating national differences
remains an important challenge facing producing
firms in different parts of the world. As a result, this
model of production entails new requirements
in terms of regulatory harmonization but also in
terms of facilitating the efficient and predictable
crossing of national borders for different parts and
components and final goods.

In terms of efficiency, production through global
value chains required an overall reduction in the
costs of crossing borders, through the lowering of
tariff and non-tariff barriers. Over the last few dec-
ades, such lowering of barriers was achieved by a
number of tools, including unilateral trade liberal-
ization by States, the expansion of the multilateral
trade regimes through WTO, and the proliferation
of regional and bilateral trade agreements. This has
resulted in a substantial decline in trade costs: all
costs incurred in getting a good to a final user oth-
er than the marginal cost of producing the good
itself, including transportation costs, policy bar-
riers, information costs and costs associated with
the use of different currencies (Anderson and Van
Wincoop, 2004; Arvis and others, 2016). Trade costs
remain important, however, and trade facilitation
is seen as a means of further reducing these costs.
Even with lower tariffs, delays in the delivery of im-
ported inputs could become a severe constraint on
production. Red-tape barriers entailing high trade
costs have been estimated at between 2 and 15 per
cent of the value of traded goods (Zaki, 2014). Time
delays have been found to have an important neg-
ative impact on trade (Djankov and others, 2010).
In sub Saharan Africa, for example, high transport
costs, time delays and the uncertainty of inland
transportation are found to be important barriers
facing landlocked countries (Christ and Ferrantino,
2011).

In addition to lowering the cost of crossing borders,
improving the predictability of crossing processes
is a crucial requirement for the functioning of glob-

al value chains. The importance of these issues for
the functioning of such chains has grown over the
last few years, as a growing number of firms moved
to adopt faster models of supply chain manage-
ment. Such supply chain management models in-
creasingly focused on just-in-time delivery of parts
and components and on lowering investments in
inventory. As a result, the ability to cross borders
in a timely and predictable fashion has become a
key requirement for the functioning of global value
chains in order to enable the smooth flow of parts
and components.

As a result of these dynamics, trade facilitation has
emerged as an important policy issue in the inter-
national trade arena. Studies have found that trade
facilitation is particularly important in the case of
trade through global value chains (Saslavsky and
Shepherd, 2012). At a broad level, trade facilitation
can be defined as any policy action that reduces
trade costs (Hoekman and Shepherd, 2015). The
importance of this issue has been highlighted by a
number of studies showing that trade costs could
have a higher impact than tariffs (Martinez-Zarzo-
so and Marquez-Ramos, 2008). A number of stud-
ies have attempted to measure the impact of trade
facilitation on trade and economic performance.
Overall, those studies have demonstrated the posi-
tive impact of trade facilitation on increase in trade,
intraregional and interregional trade and export
diversification (Dennis and Shepherd, 2011; Pers-
son, 2013; Zaki, 2014; Beverelli and others, 2015).
A number of these studies have also shown that
this positive impact is more significant in the case
of developing countries, where trade costs are gen-
erally higher.

Notwithstanding the overall positive impacts of
trade facilitation, concerns about its possible neg-
ative impacts have also been raised by researchers
and policymakers. Hoekman and Shepherd (2015)
suggest that some of these concerns reflect the
distribution of the gains from trade facilitation.
One argument that they consider is that, in the
context of global value chains, lead firms in the
advanced economies often have enough power
to capture the majority of the gains that could re-
sult from trade facilitation issues. A report by the
South Centre in Geneva argues that, contrary to
developed countries, developing countries will in-
cur substantial costs in implementing trade facilita-




tion measures and that, further, the effect of such
measures will be higher on the imports of develop-
ing countries than on their exports (South Centre,
2011). Others have highlighted how the impact of
the trade facilitation agenda on promoting exports
is likely to be limited in the absence of other poli-
cies that would enable firms to be competitive in
the export market (Banga, 2014; Flentg and Ponte,
2017).

B. Employment and trade
facilitation

While there is little research on the impact of trade
facilitation on employment, extensive studies have
been made of the link between employment and
trade more generally. This literature has examined
the impact of trade on employment, wages and
working conditions. A wide range of academic
studies have examined the gains from exporting as
a way to measure the economic benefits of exports
notonly at the macro level, but also at the firm level.
Exporting opens up a larger market, often with high
unit prices. As a result, exporting firms, in principle,
can produce more, thus hiring more workers and
offering them higher wages, reflecting the higher
market prices that their products receive (Bram-
billa and others, 2016). Productivity at exporting
firms is also generally higher than non-exporting
firms, which could lead to improving productivity
across the economy through learning, linkages and
technology dissemination. Examining data from 61
developing and low-income countries, Depetris
Chauvin and Porto (2017) found evidence support-
ing the existence of a wage premium and identified
four factors driving this premium: exporting firms
hire more skilled workers; use more sophisticated
machines; buy higher quality material inputs; and
are more productive than non-exporting firms.

The scale of what might be termed the “export pre-
mium” in relation to employment and wages has
been debated in the literature. Some studies have
found that, indeed, exporting firms do pay high-
er wages than non-exporting firms (Alvarez and
Lopez, 2005; Van Biesebroeck, 2005). Other studies,
however, have argued that this premium shrinks
when controlling for a number of firm and plant
characteristics (Schank, Schnabel and Wagner,
2007). Factors that affect the wage premium in-

clude the type of employee in terms of occupation
(management or workers), experience and educa-
tion levels (Kong and others, 2018). Furthermore, a
number of studies have examined the wage premi-
um in relation to export markets. Examining data
from six sub-Saharan African economies, Milner
and Tandrayen (2007) found that this export pre-
mium varies by export market. Using cross-country
panel data, Brambilla and Porto (2015) found that
industries that export to high-income destinations
pay higher average wages and attribute this to
exporters to high-income destinations producing
higher quality goods and, as a result, using higher
skilled workers.

While the above literature has focused on the im-
pact of exports on employment and wages, ex-
pansion in trade also includes growing imports.
Other studies have examined the impact of trade
liberalization more broadly on the labour market,
focusing on a number of issues, such as employ-
ment, wages, formality, wage inequality and gen-
der participation in the labour force (see for exam-
ple Bosch and others, 2012; Kucera and Roncolato,
2011; Gaddis and Pieters, 2017; Dix-Carneiro, 2014;
Helpman and Itskhoki, 2015; Menezes-Filho and
Muendler, 2011). While reviewing all this literature
is beyond the scope of this report, it is important
to note that the evidence on these issues is gen-
erally inconclusive, as different studies show dif-
ferent results for different countries and different
periods. Such variation is to be expected, in that it
reflects the different economic outcomes of trade
liberalization experienced by different countries
in terms of the structure of the economy and the
rise and decline of certain sectors. The majority of
these studies, however, have found trade and trade
liberalization to be a significant factor in affecting
labour market dynamics.

As aresult, through its impact on trade, trade facili-
tation has implications for employment and wages
and other labour market outcomes. The effects of
trade facilitation on employment and wages will,
however, differ by the effects of lower trading costs
on trade (exports and imports). At a conceptual
level, if trade facilitation leads to an increase in ex-
ports and imports as the cost of trade drops, the
question arises of the impact that this would have
on employment and on wages. The answer to this
question depends on the specific impact on ex-




ports and imports. As mentioned earlier, trade fa-
cilitation measures on their own will not necessari-
ly lead to a rapid increase in exports unless they are
accompanied by policies that boost the exporting
capabilities of firms. Nonetheless, as the empirical
evidence discussed in the previous section shows,
trade facilitation measures do lead to some increase
in exports. Firm-level evidence suggests a similar
impact (Shepherd, 2013). Those additional exports
will be from firms that are currently exporting, and
also from firms that do not export at the moment.
Trade facilitation should lead to expansion in the
exports of both groups, but the degree of increase
could differ. For instance, bureaucratic barriers
to trade could be more costly to small and medi-
um-sized enterprises than to large firms, owing to
their economies of scale. In such cases, reducing
the cost of export procedures is likely to lead to an
increase in the number of small and medium-sized
enterprises that do export. This could have an im-
portant impact on employment, in particular in
developing economies, in which such enterprises
form a sizeable part of the economy. Examining the
impact on trade facilitation on firms, Li and Wilson
(2009) found that, in the case of Asia, improvement
in trade facilitation indicators increase the proba-
bility that small and medium-sized enterprises will
export and the export propensity of those enter-

prises. Similar evidence is found from analysing
firm level data from Africa (Hoekstra, 2013). Expo-
sure to global markets through exports is associat-
ed with higher wages and generation of more jobs
(Wagner, 2012). Through this effect, trade facilita-
tion is likely to lead to positive impacts on wages
and employments in small and medium-sized en-
terprises, as a result of increased ability to export
to foreign markets.

The increase in exports is, however, only one of the
effects of trade facilitation. Another impact of trade
facilitation is increased imports. As mentioned
earlier, this increase was one of the concerns that
many developing countries expressed in the de-
bates around including trade facilitation in the in-
ternational trade regime. In contrast to the way an
increase in exports could lead to an increase in em-
ployment and wages, increased imports could lead
to more competition for domestic firms, including
small and medium-sized enterprises.

While the above analysis is stillimportant, it is, how-
ever, necessary to analyse the link between imports
and exports rather than the impact on each sepa-
rately. With the expansion of trade through global
value chains, this link has become more complicat-
ed in today’s economy. Increasingly, with the grow-

Figure 2: Hard versus soft trade facilitation measures
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Figure 3: What are the three factors related to border procedures in which you would most

value improvements? (in percentages)*
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Customs cooperation

Transit efficiency of goods moving through...

Bureaucracy/complexity connected with...
Mowve ment of goods under customs control
Border agency coordination

Efficient release and clearance of goods

Consistent and reasonable application of fees...

Transparency of controls and inspections
Ability to challenge decisions taken by...

Advanced rulings regarding classification and...

Consultation on new regulations regarding...

Publication and availability of information...

M Large firms

Source: ITC Monitoring Survey (2015).
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*The chart is based on 418 small and medium-sized enterprises and 103 large firms, with small and medium-sized enterprises defined as firms with

fewer than 250 employees.

ing importance of global value chains, the ability
to import and the ability to export is interlinked, as
imported inputs become an important part of ex-
ports. This is especially the case in some labour-in-
tensive sectors where the ability to import some of
the technologically advanced components is a key
part of the ability to attract labour-intensive man-
ufacturing and assembly activities. Examining 15
economic sectors in 10 regions (including five de-
veloping regions in Africa and Asia), Kowalski and
others (2015) find a positive relationship between
higher shares of intermediate products in imports
and global export competitiveness. As such, for
some developing countries that are seeking to
achieve export diversification and participation in
manufacturing global value chains, trade facilita-
tion measures on both imports and exports can be
important.

It is also important to distinguish between differ-
ent types of trade facilitation measures in terms of
their impact on trade and, subsequently, on em-
ployment and wages. Differences in the resources

needed to implement hard or soft measures are
important to consider. Overall, trade facilitation
measures can be divided into soft measures and
hard measures. Hard measures focus on infrastruc-
ture issues such as improvement to roads, railroads
and ports infrastructure, while soft measures focus
on issues such as simplification of procedures and
transparency. Hard measures generally tend to be
more expensive in term of investments and length-
ier in terms of implementation, while soft measures
tend to be less expensive and speedier.

In this context, it is important to determine which
measures are more useful for promoting exports
by, first, developing countries; and, second, firms
in those countries that contribute to wider social
benefits in terms of inclusive development. While
evidence on these questions is not yet conclusive,
some studies have attempted to measure the im-
pact of different trade facilitation policies by in-
come and by firm size. Focusing on soft trade fa-
cilitation, Moisé and Sorescu (2013) constructed 16
trade facilitation indicators and measured the im-




pact of policies in each area.1 Their results showed
that the policy areas that have the greatest impact
on trade volumes and trade costs (for imports and
exports) are the availability of trade-related infor-
mation, the simplification and harmonization of
documents, the streamlining of procedures and
the use of automated processes.

In relation to firms, Li and Wilson (2009) found that,
for Asian firms, increasing policy predictability and
enhancing information technology services are
the most effective measures by which small and
medium-sized enterprises can increase trade and
that small and medium-sized enterprises are less
responsive to improvement in transportation in-

frastructure than large enterprises. A number of
surveys have attempted to analyse the importance
of different trade facilitation measures to small and
medium-sized enterprises. In a survey by the Inter-
national Trade Centre (ITC) of firms in developing
countries, factors such as access to information and
voice in the design and implementation of these
procedures were highlighted by small and medi-
um-sized enterprises. Some measures could also
punish such enterprises. For instance, calculating
fees and charges in relation to the service rendered
will increase the cost for small and medium-sized
enterprises, while calculating fees and charges in
relation to the size of the transaction will lower
these costs.

1 These indicators are: information availability; involvement of the trade community; advance rulings; appeal procedures; fees and charges; for-
malities - documents; formalities and automation; formalities and procedures; cooperation - internal; cooperation - external; consularization;
governance and Impartiality; transit fees and charges; transit formalities; transit guarantees; and transit agreements and cooperation.




lll. Trade facilitation in the international

trade regime

A. Background

While trade facilitation is increasingly a core part of
the international trade regime, many of the issues
addressed within the scope of trade facilitation
have been previously discussed in other interna-
tional forums and remain important foci of other
international bodies. These forums include organ-
izations such as the World Customs Organization
(WCO), the Organization for Economic Cooperation
and Development (OECD), the United Nations Cen-
tre for Trade Facilitation and Electronic Business
(UN/CEFACT), the United Nations Conference on
Trade and Development (UNCTAD), and the World
Bank. Over a long period of time, these organiza-
tions have produced a number of reports, studies,

recommendations, and best practices related to
different aspects of trade facilitation. Examples of
some of their reports are listed in table 1.

Increasingly, however, trade facilitation is becom-
ing an important part of the trade regime. This
growing integration of trade facilitation into the
trade regime has been translated into the signing
and ongoing implementation of the Trade Facilita-
tion Agreement at WTO and the growing incorpo-
ration of trade facilitation measures in regional and
bilateral trade agreements. In terms of provisions,
table 2 provides an overview of the different trade
facilitation measures that are being incorporated
into trade agreements.

Table 1: Trade facilitation programmes by a number of international organizations

Trade facilitation initiatives

Organization

WTO Trade Facilitation Agreement

International Convention on the Simplification and Harmonization of Customs Procedures (Kyoto Con-
vention); Harmonized Commodity Description and Coding System; Authorized Economic Operator pro-

wco gramme; WCO SAFE Framework of Standards
OECD Trade facilitation indicators

UN/CEFACT Trade facilitation recommendations

UNCTAD

World Bank

Source: Author’s compilation.

Automated System for Customs Data (ASYCUDA); training material; technical assistance
Trade Facilitation Support Programme; Logistics Performance Index; Trade and Transport Facilitation Audit

Table 2: Trade facilitation measures in trade agreements

Area Trade facilitation measures

Publication of laws and regulations
Internet publication (option or mandatory)
Internet publication (mandatory)

Enquiry points

Cooperation or consultation with the business community

Prior publication

. . Prior consultation
Transparency and predictability

Appeal procedures

Advance ruling (origin of goods, tariff classification, custom valuation, etc.)

Administrative appeal procedures

Uniform, impartial and transparent customs procedures
Elimination or a limitation of a fee or charge

Prohibition of consular transaction requirement

Administrative penalties

Disciplines on fees and charges Pre-arrival processing

Separation of release from final duty payment




Area Trade facilitation measures

Release of goods at arrival points without transfer to other facilities

Risk management
Post-clearance audit

Release and clearance of goods

Release of goods within 48 hours of arrival
Authorized economic operators

Separate expedited procedures for express shipments

Simplified customs procedures

Periodical review of customs procedures

Use of international standards for customs procedures

Use of information technology

Use of international standards for information technology application

Use of WCO data model

Formalities and documentation . :
Single window

requirements

Prohibition of pre-shipment inspection

Prohibition of mandatory use of customs brokers

Freedom of transit

Facilitation of transit procedures

Temporary admission
Transit and temporary admission

Notification of customs laws and regulations, or their changes

Sharing of information on best practices or customs techniques
exchange of information for customs mutual administrative assistance

Customs and border agency
cooperation

Source: Yasui (2014).

While those provisions vary between different
agreements, the Trade Facilitation Agreement,
with its multilateral nature, has emerged as an im-
portant focal point for trade facilitation in interna-
tional trade agreements. A more detailed review of
the Trade Facilitation Agreement is provided be-
low, before an examination of trade facilitation in
regional and bilateral trade agreements.

B. Trade Facilitation
Agreement of the World
Trade Organization

Following long debates and negotiations that be-
gan in the mid-1990s, the Trade Facilitation Agree-
ment was signed at WTO in 2013. The Trade Facili-
tation Agreement focuses on a number of areas, as
may be seen in box 1.

C. Implementation of the Trade
Facilitation Agreement

The Trade Facilitation Agreement set out different
implementation timelines for different countries.
Developed countries committed themselves to ful-
ly implementing the Agreement upon entry (2017)

Technical assistance and capacity-building
Cooperation for regional integration
Cooperation in international forums
Border agency cooperation

while developing countries and least developed
were offered more time or capacity-building sup-
port or both to implement different measures in
the Agreement. In order to receive this extension
or support, member States had to divide the differ-
ent measures in the Agreement into one of three
categories:

« Category A: measures that will be implement-
ed in 2017 (or 2018 for least developed coun-
tries)

- Category B: measures where additional time is
needed for implementation

- Category C: measures where the member
needs additional time and capacity-building
support to implement

According to WTO, by July 2019, the overall rate
of implementation stood at 62.5 per cent, with an
implementation rate of 100 per cent for developed
countries, 62.4 per cent for developing countries,
and 25 per cent for least developed countries.

Trade facilitation in regional and bilateral trade
agreements
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Box 1: Areas covered by the Trade Facilitation Agreement

Release and clearance of goods
A number of provisions focus on facilitating the movement of goods across borders. Such provisions include:

- Members to adopt procedures that allow for the submission of import documentation, manifests, and other required infor-
mation for processing prior to the arrival of goods

» Members to enable the submission of documents in electronic format for pre-arrival processing
« Members to enable electronic payment for duties, taxes, fees, and other charges

« Members to adopt, with certain conditions, procedures allowing the release of goods prior to the final determination of
customs duties, taxes, fees, and charges

« Members encouraged to publish their average release time of goods periodically and consistently

- Members to adopt procedures that allow for the expedited release of goods entered through air cargo facilities

« Members to adopt procedures to allow for the rerelease of perishable goods within the shortest possible time

- Members to provide additional trade facilitation measures to operators that meet specified criteria (authorized operators)
Availability of information on rules and procedures

Providing better clarity and predictability of border crossings, some provisions focus on publishing and sharing information
on border and custom procedures. These provisions include:

- Members to publish information in a non-discriminatory and easily accessible manner on different issues such as:
- Procedures for import, export and transit (including port, airport, and other entry-point procedures)
+ Applied rates of duties and taxes connected to import or export
« Rules for the classification or valuation of products for customs purposes
«+ Laws, regulations, and administrative rulings related to rules of origin
- Import, export or transit restrictions or prohibitions
- Procedures for appeal or review, among others

« Members to provide information through the internet on their procedures for import, export, transit, and appeal, and to
make available the forms and documents required for import, export and transit

« Members to establish or maintain enquiry points to answer enquiries of governments, traders and other parties
Automation and e-services

The Trade Facilitation Agreement includes provisions that require members to provide electronic means of processing border
procedures. Such means include:

+ Accepting e-payments

- Providing online access to documents and forms

«+ Accepting electronic submission of documents when possible
« Providing access to information through the internet
Disciplines for fees and penalties

The Trade Facilitation Agreement includes a number of provisions that aim to address how fees and penalties are imposed.
These provisions include:

- Members to publish information on fees and charges and to allow adequate time between amending fees or introducing
new fees and their entry into force and members to review their fees with a view to reducing the number of fees imposed

- Fees and charges for customs processing to be limited in amount to the approximate cost of the services rendered on or in
connection with the specificimport or export operation in question

» Measures to discipline the penalties imposed for breaches of customs laws, regulations, and procedures
Harmonized processes and standards

The Trade Facilitation Agreement includes a number of measures that aim to help in harmonizing processes across member
States in order to minimize transaction costs and improve predictability. Some of these measures are:

» Cooperation between border agencies and customs in neighbouring member States on issues such as working days and
hours, alignment of procedures, sharing of facilities, and the establishment of joint controls

- Encouraging member States to adopt international standards for import, export and transit procedures

« Members to work to establish a single window where documentation and other requirements related to export, import,
and transit will be processed

» Measures to improve movement of goods in transit

Consultations and appeals

The Trade Facilitation Agreement includes provisions that provide opportunities for consultation on proposed rules that affect
the movement of goods. The Agreement also commits members to providing right of appeal on custom decisions.

Source: WTO 2017.
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Figure 4: Cumulative number of regional and bilateral trade agreements in force
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Source: WTO regional trade agreements database, 2020.

The importance of regional and bilateral trade
agreements has increased substantially in recent
years. In addition to the rapid growth in the num-
ber of agreements, the depth of the agreements
has expanded with more issues being addressed
and included in related treaties. As a result, region-
al and bilateral agreements are increasingly im-
portant frameworks for the regulation of flows of
goods, services, capital and intellectual property,
and as a mechanism to promote regulatory harmo-
nization between States.

Trade facilitation is part of this landscape, with
more regional and bilateral agreements includ-
ing related measures. While regional and bilateral
trade agreements are discriminatory in nature, one
of the characteristics of trade facilitation measures
is that they are generally applicable to all trading
partners, not only those which are members of the
regional and bilateral agreement (UNCTAD, 2011).
Examples of some of the measures that could ben-
efit all trade partners include transparency and
information-sharing provisions, the adoption of in-
ternational standards, and the adoption of paper-
less trading (ibid.). Despite the growing adoption
of trade facilitation in regional and bilateral agree-
ments, there remains little consistency in how trade
facilitation is defined and in what is considered to
be trade facilitation in those agreements. Some
agreements, for instance, consider issues such as
technical barriers to trade as part of trade facilita-
tion, while other agreements do not (WTO, 2014).
Notwithstanding those inconsistencies, the depth
and complexity of trade facilitation provisions in

regional and bilateral trade agreements have in-
creased in recent years (ibid.).

Overall, trade facilitation chapters in regional and
bilateral agreements follow the model of the Trade
Facilitation Agreement. The European Union and
the United States were among the early adopters
of trade facilitation in their regional and bilateral
trade agreements initially in the context of cus-
toms cooperation and increasingly in dedicated
chapters on customs and trade facilitation.

Where the European Union is concerned, little at-
tention was given to issues related to trade facilita-
tion in early European free trade agreements with
partners in the global South. Over the last decade,
however, trade facilitation began to be included in
a systemic way in European trade agreements with
developing countries. In earlier agreements, trade
facilitation provisions may often be found under
articles or chapters on customs. Article 55 of the
Association Agreement between the European Un-
ion and Egypt for instance, in force since 2004, calls
for custom cooperation between the two partners
in order to simplify the controls and procedures
concerning the customs clearance of goods and
to introduce a single administrative document and
a system to link up transit arrangements between
the European Union and Egypt. In recent agree-
ments (such as those recently signed with Mexico,
Viet Nam and MERCOSUR?), trade facilitation pro-
visions are listed in specific chapters on customs
and trade facilitation. Generally speaking and not-
withstanding some differences, those chapters fol-
low the framework of the Trade Facilitation Agree-

2 See table 3 for a summary of the trade facilitation provisions in the European Union-MERCOSUR trade agreement.
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Table 3: Examples of trade facilitation provisions in the European Union-MERCOSUR trade
agreement

Area Provisions

Consultations to be held with trade representatives on legislative proposals and general proce-
Transparency and pre- dures related to customs and trade issues

dictabilit
4 Publication in easily accessible manner, and through electronic means, of new legislation and

general procedures related to customs and trade facilitation

One or more enquiry points to be maintained

Mutual recognition to be assured of trade partnership programmes and customs controls, includ-
ing equivalent trade facilitation measures

Joint work to be conducted to further reduce release times and to release goods without undue
delay, in particular perishable goods

Parties to issue an advance ruling that sets forth the treatment to be provided to the goods con-
cerned (tariff classification and the origin of the good)

Electronic access to be provided to documents, payments, and processing

Penalties imposed for breaches of customs regulations or procedural requirements to be propor-
Disciplines on fees and tionate and non-discriminatory

charges When a penalty is imposed, an explanation in writing to be provided to the person(s) upon
whom the penalty is imposed specifying the nature of the breach and the applicable law, reg-
ulation or procedure under which the amount or range of penalty for the breach has been pre-
scribed

Goods to be released within a period no greater than that required to ensure compliance with

Release and clearance of  ystoms and other laws and formalities and efforts to be made to further reduce release times

oods
J Advance electronic submission and processing of documentation to be carried out prior to the

arrival of the goods

Goods to be released prior to the final determination of customs duties, taxes, fees and charges
provided that all other regulatory requirements have been met

Priority to be given to perishable goods when scheduling and performing any examinations and
provide for the clearance of perishable goods outside the business hours of customs

Trade facilitation partnership programme to be provided for authorized economic operators

Post-clearance audits to be conducted
Formalities and docu- Single window to be established
mentation requirements  Use of customs brokers not to be made mandatory

Temporary admission to be permitted with relief from duties and taxes and without application
Transit and temporary of economic import restrictions for certain goods, such as goods for use at exhibitions, fairs, and
admission events, goods for humanitarian purposes, goods in connection with a commercial operation but
whose importation does not in itself constitute a commercial operation, goods imported in con-
nection with a manufacturing operation (such as plates, drawings, moulds, plans and models, for
use during a manufacturing process), or as replacement of a means of production

Freedom of transit to be ensured through their territories via the route most convenient for tran-
sit

Bonded transport regimes to be operated that allow the transit of goods without payment of
customs duties or other charges subject to the provision of an appropriate guarantee

Information to be exchanged on customs and trade legislation including simplification and mod-
Customs and border ernization of customs procedures, enforcement of intellectual property rights by customs, inter-
agency cooperation national instruments and standards applicable in the area of customs, free circulation of goods
and regional integration, facilitation of transit movements and transhipment, relations with the
business community, and supply chain security and risk management

Source: Author’s compilation, based on the text of the agreement.
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ment in terms of coverage and depth, with a focus
on customs cooperation and information-sharing,
movement of goods and harmonization.

Some of the early free trade agreements signed by
the European Union which did not include trade
facilitation measures are being revised through
the process of deep and comprehensive free trade
agreements. The agreements of this new gener-
ation include provisions related to customs and
trade facilitation. As few North African countries
have been part of the deep and comprehensive
free trade agreement agenda, this issue will be dis-
cussed in more detail in chapter 5 below.

In many of its new free trade agreements, the Unit-
ed States also includes chapters on customs admin-
istration or customs administration and trade facil-
itation that address trade facilitation. As with the
European Union, those chapters follow the overall
framework of the Trade Facilitation Agreement, al-
though in some area the United States agreements
include more specific commitments than those in
the Trade Facilitation Agreement or the European
Union agreements (for instance, specifying the re-
lease of goods within 48 hours of arrival).

In recent years, while the European Union main-
tained the policy of signing bilateral trade agree-
ments, the United States shifted its focus towards
regional agreements, with the Trans-Pacific Part-
nership being the flagship output of this shift.?
Chapter 5 of the Trans-Pacific Partnership address-
es the issue of customs administration and trade
facilitation. While most of the chapter follows the
previous model in terms of commitments, there
are some new features. The text of the Partnership
includes, for instance, stronger disciplines on the
imposition of custom penalties and commits mem-
bers to cooperating on issues such as duty evasion
and smuggling.

The recently signed United States-Canada-Mexi-
co Free Trade Agreement includes a substantive
chapter on customs administration and trade facil-
itation. In its 24 pages (compared to the 10 pages
of the corresponding chapter in the Trans-Pacific
Partnership), the Agreement goes into more de-
tail in some of the areas covered than either the

Trade Facilitation Agreement or the Trans-Pacific
Partnership. There are, however, some important
differences. Some of the language used in the Unit-
ed States-Canada-Mexico Free Trade Agreement is
more binding than that in the Trade Facilitation
Agreement. With regard to the establishment of a
single window, for example, the Trade Facilitation
Agreement states that “members shall endeavour
to establish” a single window and suggests the
use of information technology in this window. The
United States-Canada-Mexico Free Trade Agree-
ment, however, requires parties to establish such
a window and to use information technology in
its operations. Similarly, the United States-Cana-
da-Mexico Free Trade Agreement enjoins parties to
employ information technology across all process-
es to increase efficiency, a requirement that differs
from the Trans-Pacific Partnership, where parties
commit themselves to working towards that objec-
tive (“shall” instead of “shall endeavour to”) (Spak et
al. 2018).

Differences may also be seen in the provisions re-
garding enquiry points. While both the Trade Fa-
cilitation Agreement and the United States-Can-
ada-Mexico Free Trade Agreement mandate that
members establish at least one enquiry point, the
Trade Facilitation Agreement states that members
are “encouraged not to require the payment of a
fee for answering enquiries and providing required
formsand documents”while the United States-Can-
ada-Mexico Free Trade Agreement commits mem-
bers not to impose such fees. Another example is
advance rulings. While the Trade Facilitation Agree-
ment requires members to issue advance rulings
on the tariff classification of a good and the origin
of that good, it only encourages members to issue
advance rulings in other areas such as whether a
good is subject any quota requirements. For its
part, however, the United States-Canada-Mexico
Free Trade Agreement replaces that encourage-
ment to member States to issue advance rulings in
a number of other areas with a binding obligation.

In addition to the trade agendas driven by the ad-
vanced economies, trade facilitation is increasing-
ly being incorporated into what could be labelled
South-South free trade agreements. The recently
adopted Agreement Establishing the African Con-

3 The United States subsequently withdrew from the Trans-Pacific Partnership, which is now being ratified by the other members.

14



Table 4: Examples of trade facilitation provisions in the Agreement Establishing the African
Continental Free Trade Area

Area Provisions

Parties to publish rules, regulations, and procedures relevant to customs and trade in an easily
accessible manner

Parties to maintain one or more enquiry points

Parties to issue an advance ruling that sets forth the treatment to be provided to the goods con-
cerned (tariff classification and the origin of the good) and encouraged to issue advance rulings in
other areas

Transparency and pre- Parties encouraged to measure and publish their average release time of goods periodically and
dictability in a consistent manner

Parties to apply uniform import, export, and transit procedures and uniform documentation re-
quirements for the release of goods throughout their territory

Parties periodically to review and ensure that import, export, and transit procedures and docu-
mentation requirements are adopted and applied with a view to prompt release of goods and
adopted and applied in a manner that reduces the time and cost of compliance with such proce-
dures

Parties to adopt procedures allowing the option of electronic payment for duties, taxes, fees, and
charges incurred upon importation and exportation

Parties to ensure that fees and charges other than customs duties shall be limited in amount to
the approximate cost of services rendered and not represent an indirect protection for domestic
goods or a taxation of imports, exports or goods in transit for fiscal purposes

Disciplines on fees and
charges

Parties to publish a list of fees and charges and no fees or charges to be applied until information
on them has been published

Parties to adopt procedures allowing for the submission of import documentation and other re-
quired information including manifests in order to begin processing prior to the arrival of goods

Parties to provide for advance lodging of documents in electronic format for pre-arrival process-
ing

Parties to adopt procedures allowing the release of goods prior to the final determination of cus-
toms duties, taxes, fees and charges

Release and clearance of ~ pyrties to adopt a risk management system for custom control

oods : ;
9 Parties to adopt post-clearance audit

Parties to provide additional operators of trade facilitation measures who meet specified criteria
(authorized operators)

Parties to adopt procedures allowing for the expedited release of at least those goods entered
through air cargo facilities to persons who apply for such treatment

Parties to provide for the release of perishable goods within the shortest possible time and, in
exceptional circumstances, outside the business hours of customs

Parties to endeavour to use international standards and elements for import, export and transit
data maintenance

Parties to endeavour to establish and maintain a single window

Parties to accept paper or electronic copies of documents required for the import, export or tran-

sit of goods through their territory
Formalities and docu-

mentation requirements From the entry into force of this Agreement, parties to be barred from introducing the mandatory

use of customs brokers

Parties encouraged to ensure that their customs authorities use internationally accepted stand-
ards, in particular those adopted by WCO; to develop or adopt interconnectivity of computerized
customs clearance and information systems in collaboration with stakeholders; and to facilitate
the exchange of data with stakeholders

Transit and temporary

. Parties to ensure freedom of transit through their territories
admission
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Parties to cooperate on mutually agreed terms with parties with whom they share a common
border with a view to coordinating procedures at border crossings to facilitate cross-border trade,
including alignment of working days and hours, alignment of procedures and formalities, devel-
opment and sharing of common facilities, joint controls, and establishment of one-stop border

Customs and border post control

agency cooperation

Parties to exchange information on matters relating to customs, in particular on changes in cus-

toms law or any other relevant domestic legislation, procedures and duties and commodities
subject to import or export restrictions, information relating to the prevention, investigation and
suppression of customs offences, and information required to implement and administer customs

laws and regulations

Source: Author’s compilation, based on the text of the agreement.

tinental Free Trade Area includes a number of trade
facilitation provisions. While the provisions within
the text of the agreement are limited, more de-
tailed clauses are included in its annexes (annex
3 on customs cooperation, annex 4 on trade facil-
itation and annex 5 on non-tariff barriers). Table 4
provides a summary of these provisions.

In addition to these agreements, members in re-
gional blocs are also coordinating their efforts
through joint strategies in the area of trade facilita-
tion. The following chapter provides a detailed ex-
amination of the strategies and policies in two re-
gions: the Association of Southeast Asian Nations
(ASEAN) and the Common Market for Eastern and
Southern Africa (COMESA).




IV. Regional blocs and trade facilitation: case

studies

In addition to including trade facilitation measures
in regional and bilateral trade agreements, a num-
ber of regional blocs are adopting regional initia-
tives in the area of trade facilitation. While often
linked to trade agreements, these strategies are of-
ten separate and more focused on working togeth-
er to improve regional trade facilitation than the
heavily rules-based trade agreements. The pres-
ent chapter considers two of these cases in depth:
those of ASEAN and COMESA.

A. Trade facilitation in the
Association of Southeast
Asian Nations

ASEAN is a regional bloc comprising ten countries
in South-East Asia.4 In recent years, ASEAN mem-
bers have focused on promoting regional cooper-
ation in a number of areas through working on re-

gional strategies and regional policy programmes.
Trade facilitation is one area receiving growing
attention from ASEAN, in order to promote the
region’s position in global value chains and to en-
courage regional value chains linking the different
economies in ASEAN.

As a result of this focus on regional value chains,
trade facilitation is seen by policymakers in the re-
gion as a key tool to boost regional value chains
and the position of the region in global value
chains.

According to the World Bank’s Logistics Perfor-
mance Index, which measures a number of key in-
dicators relevant to trade facilitation, ASEAN coun-
tries vary substantially. Singapore is among the
world’s best performers in this domain, while coun-
tries such as Cambodia and Myanmar are among
the lowest performers (table 5).

Table 5: ASEAN States in the Logistics Performance Index (ranking out of 160 countries), 2018

Customs Infrastructure
Country

Score Score Rank
Malaysia 3.22 41 2.90 40 3.19 37
Viet Nam 3.27 39 2.95 41 3.01 47
Singapore 4 7 3.89 6 4.06 6
Thailand 341 32 36 36 3.14 41
Philip- 2.9 60 2.53 85 273 67
pines
Indonesia  3.15 46 2.67 62 2.89 54
Myanmar 2.3 137 217 131 1.99 143
Lao PDR 2.7 82 2.61 74 2.44 91
Cambodia 2.58 98 2.37 109 2.14 130
Brunei
Darus- 2.71 80 2.62 73 2.46 89
salam

Source: World Bank Logistics Performance Index, 2018.

International Logistics

Tracking and

shipments competence tracing [LInStees
Score Rank Score Rank Score Rank Score Rank
3.35 32 3.30 36 3.15 47 3.46 53
3.16 49 34 33 3.45 37 3.67 40
3.58 15 4.1 3 4.08 8 4.32 6
3.46 25 3.41 32 3.47 33 3.81 28
3.29 37 2.78 69 3.06 57 2.98 100
3.23 42 3.1 44 33 39 3.67 41
2.2 144 2.28 128 2.2 143 291 108
2.72 85 2.65 83 291 69 2.84 117
2.79 71 241 111 2.52 111 3.16 84
2.51 113 2.71 77 2.75 88 3.17 80

4 Brunei Darussalam, Cambodia, Indonesia, Lao People’s Democratic Republic, Malaysia, Myanmar, Philippines, Singapore, Thailand and Viet Nam.
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Figure 5: Implementation of the Trade Facilitation Agreement by ASEAN member States
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Source: WTO Trade Facilitation Agreement implementation database, 2019.

A particular focus in the ASEAN region is placed
on implementation of the WTO Trade Facilitation
Agreement. All ten members of ASEAN have rati-
fied the agreement and are active in implementing
its measures within the region. Implementation
rates are generally high, with the exception of the
Lao People’s Democratic Republic, Myanmar and
Viet Nam.

In addition to the Trade Facilitation Agreement, a
number of regional initiatives and programmes
have been adopted by ASEAN. While a number
of previous ASEAN agreements and strategies in-
clude policies and provisions related to trade facil-
itation, such as the ASEAN Economic Community
Blueprint 2025 and the 2010 ASEAN Trade in Goods
Agreement, the issue of trade facilitation has been
consolidated in recent years in two documents: the
ASEAN Trade Facilitation Framework, which was
adopted in 2016, and the ASEAN Economic Com-
munity 2025 Trade Facilitation Strategic Action
Plan, adopted in 2017. While the Framework out-
lines the main objectives in the area of trade facili-
tation, the Strategic Action Plan provides tangible
objectives to be delivered within a certain period
of time.

A. ASEAN Trade Facilitation Framework
The ASEAN Trade Facilitation Framework recog-
nizes trade facilitation as a driver of economic
development and regional integration and as an
important factor in establishing ASEAN as a “sin-

gle market and production base, which is stable,
prosperous, highly competitive and economically
integrated, with effective facilitation for trade and
investment, in which there is free flow of goods,
services and investment” To achieve this vision,
the ASEAN Trade Facilitation Framework includes a
number of objectives:

« To achieve the competitive, efficient and seam-
less movement of goods within the region in
order to enhance ASEAN trade and production
networks, to better participate in global value
chains, as well as to establish a highly integrat-
ed and cohesive economy

«  To minimize the impact of non-tariff measures
and achieve the elimination of non-tariff bar-
riers, fostering an effective and responsive re-
gional approach to efficiently address non-tar-
iff measures, with a view to pursuing legitimate
policy objectives while reducing the cost and
time of doing business in ASEAN

«  To further promote the active engagement of
the private sector, with particular emphasis
on the development and promotion of micro,
small and medium-sized enterprises in the pro-
cess of regional economic integration, through
greater participation of the various ASEAN
business associations in the appropriate fo-
rums

18



Table 6: Overall principles of the ASEAN Trade Facilitation Framework

Principle Details

Information on policies, laws, regulations, standards, procedures and other matters relating to

Transparency

Communications and
consultations

trade in goods shall be made available to all interested parties consistently and in a timely man-
ner, at no cost or a reasonable cost

Members to endeavour to facilitate and promote effective mechanisms for exchanges with the
business and trading community, including opportunities for consultation when formulating,

implementing and reviewing rules and procedures relating to trade

Simplification and effi-
ciency

Bty based on market principles

Consistency and predict-
ability

Harmonization and mu-
tual recognition

Modernization and use

of new technology techniques and new technology

Due process

Members to simplify the rules and procedures relating to trade, by fostering good regulatory
practices, in order to reduce burdensome, restrictive or unnecessary measures

Members to apply the rules and procedures relating to trade in a non-discriminatory manner and

Members to apply rules and procedures relating to trade in a consistent, predictable and uniform
manner, so as to minimize uncertainty

Regulations, rules and procedures affecting the acceptance of goods between members to be
harmonized subject to domestic regulation on the basis of international standards and facilitated
through mutual recognition, where appropriate

Members to review and update the rules and procedures relating to trade, including new infor-
mation and new business practices, and based on the adoption, where appropriate, of modern

Access to adequate legal appeal procedures, which add greater certainty to trade transactions, to
be provided by members in accordance with the applicable laws of the respective member States

Members to strive to work closely with the private sector in the introduction of measures con-

Cooperation

ducive to trade facilitation, including by open channels of communication and cooperation be-

tween both governments and business

Members to endeavour to engage the business sector and community-based organizations even

Private sector orientation

more effectively, both in terms of providing easier access to official information on implemen-

tation and by obtaining timely feedback on policies or measures being proposed, in particular
when they have a trade facilitation goal

Source: Compiled by the author based on the text of the ASEAN Trade Facilitation Framework.

« To address the development gaps between
and within member States and the need to fa-
cilitate the increasing participation of all mem-
bers, especially least developed States, in the
process of implementation of ASEAN trade fa-
cilitation programmes

« To enhance the institutional coordination
among the relevant sectoral bodies of ASEAN,
in order to effectively implement the trade fa-
cilitation measures within their respective pur-
view consistently with their sectoral workplans
for 2016-2025 and the ASEAN Blueprint 2025

«  To improve the monitoring mechanism for the
implementation of trade facilitation measures,
with a view to increasing their effectiveness
and responsiveness in improving the compet-
itiveness of ASEAN industries and businesses,
in particular micro, small and medium-sized
enterprises

« To encourage the implementation of trade fa-
cilitation measures, which have been accepted
by international institutions such as WTO and
WCQO, and in the light of other relevant best
practices

In pursuit of these objectives, the ASEAN Trade Fa-
cilitation Framework adopts a number of principles
that are summarized in table 6.

In order to guide the implementation process, the
ASEAN Trade Facilitation Framework sets out a
number of institutional policies. It revives the ASE-
AN Trade Facilitation Joint Consultative Committee
and mandates it with developing a strategic action
plan for trade facilitation and with drafting and up-
dating the ASEAN work programme on trade facil-
itation, in addition to directing and coordinating
the trade facilitation activities of all relevant ASE-
AN bodies, with the objective of achieving a 10 per
cent reduction in trade transaction costs by 2020.
The ASEAN Trade Facilitation Joint Consultative
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Committee is also responsible for engaging the
private sector and addressing any specific issues
proposed by private sector representatives that
require trade facilitation actions. The Committee
consists of senior-level representatives designated
by member States. It is chaired by the chair of the
Senior Economic Officials Meeting and shall meet
at least twice a year. Representatives from the pri-
vate sector may be invited to attend dedicated ses-
sions of the Committee in order to discuss general
issues of trade facilitation.

B. 2025 Trade facilitation strategic
action plan

In 2017, the 2025 trade facilitation strategic action
plan was adopted at the thirty-first ASEAN Free
Trade Area Council Meeting of the ASEAN Econom-
ic Ministers Meeting. The action plan includes three
main goals:

« 10 per cent reduction in trade transactions
costs in the ASEAN Economic Community by
2020

«  Doubling of intra-ASEAN trade between 2017
and 2025

« Improved performance in global rankings and
surveys, such as the World Economic Forum'’s
global competitiveness report and the World
Bank’s ease of doing business index

To achieve these goals, the action plan lists seven
main strategic objectives with specific actions for
each objective. For each action, the strategic action
plan lists the outputs, outcomes, outcome indica-
tors, timeline and the body responsible for imple-
mentation. The objectives and some of the action
points are summarized below.

«  Strategic objective: Encourage the accelerated
implementation of trade facilitation measures
which have been accepted by international insti-
tutions such as WTO and WCO

A number of actions are listed in the plan in order
to achieve this objective. These include the full
implementation by member States of the Cate-
gory A commitment in the WTO Trade Facilitation
Agreement and the accelerated implementation of

the Category B and Category C commitments. The
objective is also achieved through the better shar-
ing of best practices on trade facilitation between
member States through an annual compendium of
ASEAN trade facilitation best practices.

«  Strategic objective: Achieve competitive, efficient,
and seamless movement of goods within the re-
gion in order to enhance the ASEAN trade and
production networks and better participate in
global value chains

Five actions are adopted to achieve this strategic
objective. The actions focus on issues such as the
implementation of automated risk management
systems, the introduction of the authorized opera-
tors schemes, the conduct of time-release studies,
and the harmonization of technical requirements
and simplified administrative procedures.

«  Strategic objective: Effective and responsive re-
gional approach to efficiently addressing the
trade-distorting effect of non-tariff measures

Eight actions are adopted within this strategic
objective. The actions include updating the ASE-
AN database on non-tariff measures, allowing
cross-notification of such measures (members no-
tifying each other of new non-tariff measures), de-
veloping tools to allow the private sector to report
a non-tariff measure, and strengthening national
trade facilitation coordinating committees by as-
signing to them regulatory oversight functions that
are needed to review existing non-tariff measures.

«  Strategic objective: Actively engage the private
sector, with particular emphasis on micro, small
and medium-sized enterprises

This objective focuses on strengthening the en-
gagement of the private sector, in particular mi-
cro, small and medium-sized enterprises, in trade
facilitation issues with outcome indicators such as
the number of consultations with the private sec-
tor, in particular micro, small and medium-sized
enterprises, and the number of recommendations
or proposals by the private sector that have been
addressed.

« Strategic objective: Enhance institutional co-
ordination among the relevant sectoral bodies
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of ASEAN, in order to effectively implement the
trade facilitation measures under their respective
purview

The actions include the adoption of guidelines on
institutional coordination and the active partici-
pation of sectoral bodies leading to the joint un-
dertaking of trade facilitation measures with those
bodies.

«  Strategic objective: Work towards increasing the
participation of all member States, in particular
the least developed members, in the process of
implementation of ASEAN trade facilitation pro-
grammes

The actions include providing technical assistance
to member States, in particular least developed
members, including trade facilitation training.

« Strategic objective: Improve the monitoring
mechanism for the implementation of trade fa-
cilitation measures

The actions include a biennial survey on trade facil-
itation using the ASEAN Seamless Trade Facilitation
Indicators.?

C. Customs cooperation in ASEAN
Customs cooperation is an area that has received
substantial attention in ASEAN. A number of joint
projects have been developed in the context of dif-
ferent agreements and frameworks. One of these,
the ASEAN Customs Transit System, was developed
in the context of the ASEAN Framework Agreement
on the Facilitation of Goods in Transit, which was
signed in 1998. The Custom Transit System aims to
facilitate movement within ASEAN and limit the
cost and time of the movement of goods. Traders
(importers, exporters, custom agents, transporters
and others) can register with the Custom Transit
System in different member States. The system in-
cludes such benefits as the following:

« Asingle electronic goods declaration from de-
parture through transit to destination

« Asingle guarantee valid for the entire journey
«  Full end-to-end computerization of operations

«  Proven operators authorized to use simplified
procedures

«  Complete customs-to-customs and cus-
toms-to-business network

«  Free movement for permitted trucks and driv-
ers

Another important project, the ASEAN Single
Window, aims to connect the national single win-
dows of each member State in order to achieve
faster clearance of cargo and release of shipments
through the single submission and processing of
data and asingle point of approval for the clearance
of cargo. The issue of the classification of goods and
the harmonization of tariff nomenclatures is anoth-
er arena where work is taking place in the region
through the ASEAN Technical Sub-Working Group
on Classification and the ASEAN Harmonized Tariff
Nomenclature.

D. Trade facilitation in the Common
Market for Eastern and Southern
Africa

COMESA consists of 21 countries in Southern
and Eastern Africa.® Considering that a number
of COMESA members are landlocked countries
and that the border and transport infrastructure
in some countries in the region is relatively poor,
trade facilitation was seen as important part of any
initiative to achieve higher levels of regional inte-
gration.

Overall, COMESA countries vary in terms of their
performances on indicators related to customs,
infrastructure and overall logistics performance.
While some countries in COMESA have long coast-
lines with access to important shipping routes,
others are landlocked and rely on access through
neighbouring countries to trade with global mar-
kets. Furthermore, some regions within COMESA

5The indicators, which were adopted in 2017 and designed to measure and monitor the implementation of trade facilitation measures in ASEAN,
comprise the following components: transparency and information on laws, regulations, and procedures; engagement with the private sector;
release and clearance formalities; export and import formalities; transit facilitation; transport facilitation; and e-commerce.

6 Burundi, Comoros, Democratic Republic of the Congo, Djibouti, Egypt, Eritrea, Ethiopia, Kenya, Libya, Madagascar, Malawi, Mauritius, Rwanda,
Seychelles, Somalia, Sudan, Swaziland, Tunisia, Uganda, Zambia and Zimbabwe.
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Table 7: COMESA States in the Logistics Performance Index (ranking out of 160 countries),

2018

Overall Customs Infrastructure

Country

Score Score Score Rank
Burundi 2.06 158 1.69 159 1.95 146 2.21

Comoros 2.56 107 2.62 72 2.25 113 249
DRCongo 243 120 2.37 108 2.12 132 2.37

Djibouti 2,63 90 235 113 2.79 60 245
Egypt 282 67 26 77 282 58 2.79
Eritrea 2.09 155 2.13 137 1.86 152 2.09
(Eztg;%’;ia 238 126 26 80 212 133 256
Kenya 2.81 63 2.65 67 2.55 79 2.62
Libya 2.11 154 1.95 149 2.25 115 1.99
gardagas' 239 128 232 118 216 128 219
Malawi 259 97 243 94 2.18 126 2.55
Mauritius ~ 2.73 78 2.7 59 2.8 59 2.12
Rwanda 297 57 2.67 64 2.76 65 3.39
Seychelles n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Somalia 2.21 144 2 145 1.81 157 261
Sudan 243 121 2.14 136 2.18 125 2.58
Swaziland n.a. n.a. n.a. n.a. n.a. n.a. n.a.

Tunisia 2.57 105 2.38 107 2.1 133 25

Uganda 2.58 102 261 76 2.19 124 2.76
Zambia 2.53 111 2.18 129 2.3 108 3.05
Zimbabwe 2.12 152 2 146 1.83 154 2.06

Source: World Bank Logistics Performance Index, 2018.
n.a. - not available

are disadvantaged by poor infrastructure at their
border posts and also by lack of clarity and predict-
ability of their border procedures. As a result, as
may be seen from table 7, some COMESA members
score very low on some of the key indicators of
logistical performance. Other COMESA members,
however, have focused on trade facilitation in re-
cent years. Rwanda, for instance, has moved from
151th position in 2010 to 57th in 2018 as a result of
a number of initiatives in this area, including work-
ing with UNCTAD to improve goods clearance pro-
cedures at borders.

In terms of the position of the region in interna-
tional trade agreements, not all COMESA members
are members of WTO: Comoros, Eritrea, Ethiopia,
Libya, Somalia and the Sudan have yet to join the
Organization. Some members of COMESA are both
members of WTO and parties to the Trade Facili-
tation Agreement, while the remaining members
have not yet ratified the Agreement. In terms of

Intl. shipments

Score

Logistics Tracking and

competence tracing UG [T

Rank Score Rank Score Rank Score  Rank
139 233 17 2.01 156 2.17 158
116 2.21 138 293 68 2.8 120
127 249 100 2.51 17 2.69 133
118 2.25 135 2.85 72 3.15 85
73 2.82 63 2.72 89 3.19 74
154 217 146 217 145 2.08 159
102 237 17 2.18 133 237 149
99 2.81 64 3.07 56 3.18 79
159 2.05 153 1.64 160 2.77 123
146 233 118 2.61 102 2.73 128
105 2,68 82 267 94 2.97 102
151 2.86 59 3 63 3 99
29 2.85 60 2.75 86 3.35 61
n.a. n.a. n.a. n.a. n.a. n.a. n.a.
100 23 121 2.23 140 2.2 157
102 2.51 96 2.51 115 2.62 139
n.a. n.a. n.a. n.a. n.a. n.a. n.a.
115 23 123 2.86 71 3.24 70
78 25 29 241 123 29 110
54 2.48 103 1.98 158 3.05 94
156 2.16 147 2.26 137 2.39 152

the implementation of the Trade Facilitation Agree-
ment, COMESA countries vary widely in their level
of implementation, which is higher than average
for some countries and significantly lower for oth-
ers.

Despite the high variability among its members
in terms of ratification and implementation of the
Trade Facilitation Agreement, COMESA has been
very active in the area of trade facilitation as part of
the move towards a full customs union and com-
mon market.

The Treaty Establishing the Common Market for
Eastern and Southern Africa covers a number of is-
sues related to trade facilitation. These provisions
cover such issues as the removal of non-tariff bar-
riers, the simplification and harmonization of trade
documents, and customs cooperation. Overall, the
provisions in the COMESA Treaty on trade facilita-
tion do not go as deep as those in the Trade Facili-
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Figure 6: Implementation of Trade Facilitation Agreement measures by COMESA member
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Source: WTO Trade Facilitation Agreement implementation database, 2019.

tation Agreement in terms of coverage. Most of the
COMESA provisions focus on harmonization and
transparency. Examples include:

+  Members shall adopt a uniform, comprehen-
sive and systematic tariff classification of goods
with a common and specific basis of descrip-
tion and interpretation, in accordance with in-
ternationally accepted standards

«  Members shall adopt a standard system of val-
uation of goods based on principles of equity,
uniformity and simplicity of application, in ac-
cordance with internationally accepted stand-
ards and guidelines

«  Members undertake to harmonize their cus-
toms and statistical nomenclature and stand-
ardize their foreign trade statistics to ensure
comparability and reliability of the relevant
information

+  Members shall exchange information on mat-
ters relating to customs and, more particularly,
to the following: first, changes in customs leg-
islation, procedures, duties and commaodities
subject to import or export restrictions; and,
second, information relating to the prevention,
investigation and suppression of customs of-
fences

«  Members agree to simplify and harmonize
their trade documents and procedures to facil-
itate trade in goods and services by reducing
to a minimum the number of trade documents
and copies and the number of national bodies
required to handle trade documents, and har-
monizing the nature of the information to be
included in documents

« Members agree on common terms and condi-
tions governing temporary admission proce-
dures, including the list or range of goods to
be covered and the nature of manufacturing or
processing to be authorized

In addition to those provisions, the Protocol on
Transit Trade and Transit Facilities to the COMESA
Treaty sets forth a number of provisions related
to trade facilitation. These include provisions that
guarantee freedom of transit. For goods in transit
that meet the conditions set out in the Protocol,
member States undertake not to impose import
or export duties and not to subject those goods to
customs examinations.

Overall, the COMESA treaty is relatively light on is-
sues of trade facilitation and does not go beyond
basic provisions related to movement of goods and
transit in addition to a degree of harmonization.
While a number of initiatives have been launched
in the framework of COMESA, often in collabora-
tion with other partners, to tackle issues of trade fa-
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cilitation, it should be noted that most of these ini-
tiatives do not cover the entire COMESA region but
are confined to certain subregions or border cross-
ings. Nonetheless, they are perceived by COMESA
as initiatives that could be rolled out throughout
the region in the coming years. In cooperation with
member States, some of these projects are devel-
oped along certain corridors that have been iden-
tified in the region. Some prominent initiatives are
outlined in the following sections.

E. COMESA Virtual Trade Facilitation
System

This is an electronic trade facilitation system that
monitors and simplifies the movements of goods
in certain corridors within the COMESA region. It
incorporates a number of other COMESA initia-
tives in the area of trade facilitation into a single,
integrated system. The components of the sys-
tem include the yellow card (a regional insurance
scheme), the regional customs bond guarantee
system (a customs transit regime designed to fa-
cilitate the movement of transit goods under cus-
toms seals in the COMESA region), the transit data
transfer module (a procedure designed to ease the
sharing of transit declarations and transit guaran-
tee information among customs administrations
along a transit route), the COMESA carrier’s license
(a regional license that enables commercial goods
vehicles to have once license that is valid through-
out the region), and the harmonized axle load and
maximum vehicle dimensions.

F. COMESA Simplified Trade Regime

The Simplified Trade Regime was launched in
2010 with the objective of formalizing informal
cross-border trade by establishing a number of
mechanisms that help small-scale traders. For
goods worth $2,000 or less that are agreed be-
tween partners as eligible products, the regime al-
lows the use of a simplified certificate of origin and
a simplified customs document, along with simpli-
fied customs clearance procedures.

G. Great Lakes Trade Facilitation
Project
This is a $79 million joint project funded by the

World Bank, with COMESA as one of the imple-
mentation partners. The project aims to facilitate

cross-border trade by reducing trade costs, in par-
ticular for small-scale and women traders at the
borders of the Democratic Republic of the Congo,
Rwanda and Uganda.

H. COMESA-European Union Trade
Facilitation Programme

A joint programme between COMESA and the Eu-
ropean Union on trade facilitation was launched in
2018. The programme, with a budget of 53 million
euros, aims to reduce trading costs by improving
border management and logistics at five pre-se-
lected border posts: Mwami/Mchinji, between
Zambia and Malawi; Galafi, between Ethiopia and
Djibouti; Chirundu, between Zambia and Zimba-
bwe; Moyale between Ethiopia and Kenya; and
Tunduma/Nakonde between the United Republic
of Tanzania and Zambia.

I. Tripartite Trade and Transport
Facilitation Programme

In addition to the initiatives within COMESA, the
bloc has been cooperating with two other African
regional blocs, the East African Community (EAC)
and the Southern African Development Commu-
nity (SADC) on the issue of trade facilitation by
implementing the Tripartite Trade and Transport
Facilitation Programme, launched in 2011. The pro-
gramme focuses on a number of elements related
to non-tariff barriers, customs harmonization and
the upgrading of border crossings and includes,
among its overall objectives, boosting trade in
Eastern and Southern Africa; reducing the high
costs of trading in the region; and helping the na-
tional administrations to address barriers to trade
and growth and reduce transit times and transac-
tion costs along the principal corridors in Eastern
and Southern Africa through better infrastructure,
faster border crossings and harmonized trade and
transit regulations. To achieve these objectives, a
number of policies and measures are adopted un-
der the programme, including:

- Harmonization of customs tariff nomencla-
tures and statistical nomenclatures

« Harmonization of customs procedures and the
use of international instruments and standards

24



- Development of legislation to facilitate the ex-
change of information between customs au-
thorities in the region

« Adoption of coordinated border management
principles at the major border crossings

«  Promotion of one-stop border posts

« Establishment of a joint competition author-
ity on air transport liberalization, to oversee
the full implementation of open skiers and the
launching of a joint programme for the imple-
mentation of a single seamless upper airspace

« Harmonization and upgrading of customs pro-
cedures through the adoption of the single ad-
ministrative customs document, a harmonized
regional customs bond, the harmonization and
enforcement of axle load and vehicle dimen-
sion limits, and the harmonization of commer-
cial vehicle truck driver immigration require-
ments and regulations

« Launch of a non-tariff barriers monitoring, re-
porting and removal system

More recently, with funding from the European Un-
ion to the tune of 18 million euros, in 2017 COME-
SA, SADC and EAC launched the Tripartite Trans-
port and Transit Facilitation Programme for Eastern
and Southern Africa, which aims to facilitate the
development of a more competitive, integrated
and liberalized regional road transport market in
the tripartite region, through a number of regional
initiatives and capacity-building components. Sim-
ilar to the focus of COMESA, regional corridors are
a key component of this programme.

J. Trade facilitation in the Southern
Common Market

MERCOSUR is another important regional bloc
where the issue of trade facilitation has been re-

ceiving significant attention. MERCOSUR compris-
es four members: Argentina, Brazil, Paraguay and
Uruguay. Progress in the area of trade facilitation
in MERCOSUR has been generally slow with agree-
ments on common external tariffs taking long pe-
riods to reach a conclusion. The first step towards
trade facilitation in the MERCOSUR region was
marked with the signing of the Recife Agreement
on integrated border control measures in 1993.

This agreement, which was subsequently updated,
aimed to adopt a number of measures to regulate
the functioning of integrated border controls be-
tween the four member countries. Subsequent to
the adoption of the agreement, cooperation be-
tween MERCOSUR countries in different areas re-
lated to trade facilitation, in particular customs and
border crossings, has expanded.

By its decision 54/04 of 2004, the MERCOSUR Min-
isterial Council called for free circulation of goods
within the bloc and the elimination of double col-
lection of tariffs. As part of the implementation of
this policy, the four countries began implementing
an automated system for the exchange of informa-
tion on traded goods, known as the INDIRA system,
designed to identify goods that complied with the
rules of origin and to curb illicit trade. Additional
improvements were introduced to enable the sys-
tem to implement risk-based inspections of traded
goods.

Throughout this progress, Argentina and Brazil, the
two key players in the region, acted as the anchor
for the building of further regional integration. At
the same time, countries in the region worked to
identify gaps in their regional infrastructure net-
work and developed a series of national and re-
gional projects to address those gaps in order to
promote regional integration and trade flows.
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V. Trade facilitation in North Africa’

A. Background

The issue of trade facilitation has been receiving
growing attention in North Africa in recent years.
Over the past few decades, the importance of trade
in the North African economy has increased, with a
number of countries in the region adopting trade
liberalization policies and export-oriented devel-
opment strategies that focus on attracting foreign
investments and integrating in global value chains.
Trade is an important element of the region’s econ-
omy, with countries such as Mauritania, Morocco
and Tunisia showing substantially higher levels of
trade to GDP than those in other developing parts
of the world. Other countries, however, such as the
Sudan, are less dependent on trade in their econ-
omies.

Countries in the region vary substantially in the
volume of their exports: Algeria, Egypt and Moroc-
co are the largest exporters from the region while
Mauritania and the Sudan are substantially smaller.

Figure 7: Trade to GDP in North Africa, 2018

In addition to the wide variation between different
countries in the region in the degree of openness
of their economies and size of their exports, there
are also important variations in the position of
those economies in the world economy. Countries
in the region with relatively limited natural resourc-
es have focused in recent decades on attracting in-
vestments and entering global value chains in the
manufacturing sector, leading to a high share of
manufactured exports in countries such as Egypt,
Morocco and Tunisia. Other countries, including Al-
geria and Libya (for which no recent data are avail-
able) remain highly dependent on mineral resourc-
es for their exports. Countries such as Mauritania
and the Sudan have a mixed export composition,
with a higher share of agricultural exports than the
rest of the region.

Even in the North African economies that have
managed to develop the export of manufactured
goods and to join global value chains, the tech-
nological sophistication of these exports remains
generally weak, dominated by products in the
low-to-medium technology classification. Even the
relatively successful economies in the region have
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Source: World Bank World Development Indicators, 2019.

7 For the purposes of this report, North Africa is defined as Algeria, Egypt, Libya, Mauritania, Morocco, the Sudan and Tunisia.
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Figure 8: Total exports by country, 2018 (millions of United States dollars)
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Source: UN Comtrade database 2019 (access through the World Integrated Trade Solution (WITS) software).

Figure 9: Composition of North African exports, 2017 *
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Source: UN Comtrade database 2019 (access through WITS).
*No recent data available for Libya.

Figure 10: Share of high technology products in total North African exports, 2017 *
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Source: UN Comtrade database 2019 (access through WITS).
No recent data available for Libya. Data for Mauritania are for 2016.
relatively low figures in manufacturing global val- can economies, merely by participating in higher

ue chains compared to such economies as Malaysia  technology global value chains through activities
and Viet Nam. While high technology activitiesmay  such as assembly could give them a starting point
not necessarily be taking place in these North Afri-  for technological upgrading.
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Figure 11: Export markets for North Africa region, 2017 *

80
70
60
50
40

30

Algeria Egypt Morocco Mauritania

Source: UN Comtrade database 2019 (access through WITS).
*No recent data available for Libya.

Notwithstanding the high variation across North
Africa in terms of the composition of exports, re-
gional trade remains limited for all countries in the
region. Overall, intraregional exports for North Af-
rica account for some 5 per cent of its total exports.
For the more open and manufacturing-oriented
economies such as Morocco and Tunisia, the Euro-
pean Union remains by far the main export mar-
ket, while exports to other countries in the region
remain very limited. The European Union is simi-
larly dominant as the market for Algerian mineral
exports. While Mauritania and the Sudan are less
dependent on the European Union, the share of
the rest of the North Africa region in their exports
is also limited.

The limited regional integration in North Africa has
in recent years been identified as one of the prima-
ry challenges facing the economy of the region. For
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economies such as Egypt, Morocco and Tunisia that
have managed to integrate in manufacturing glob-
al value chains, the limitations of this model have
become increasingly clear in recent years. While
those countries have been successful in integrating
in global value chains, they have not succeeded in
upgrading beyond the low value-added segments
of those chains. Furthermore, the main compara-
tive advantage of those countries in sectors such
as apparel, electronics and the automotive indus-
try remains their low labour costs and this, in turn,
poses risks for the sustainability of this position,
in particular with the growing adoption of auto-
mation in these chains. In a number of sectors in
the region, there are limited domestic linkages,
with high dependence on imported inputs from
the European Union, Turkey or Asia. Furthermore,
the dominance of production and trade with the
European Union has led to high levels of regional

Table 8:North Africa ranking in trading across borders, 2018 ranking *

Morocco 62
Mauritania 69
Tunisia 101
Libya 128
Egypt 171
Algeria 173
Sudan 185

Source: World Bank's ease of doing business index, 2018.

*Trading across borders ranking is based on the time and cost associated with the logistical process of exporting and importing
goods. The “doing business” indicator measures the time and cost (excluding tariffs) associated with three sets of procedures—
documentary compliance, border compliance and domestic transport—within the overall process of exporting or importing a

shipment of goods.
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Table 9: Trade agreements of North African economies

Country Trade agreements

Member of WTO, has FTA with the European Union, preferential trade agreement with the United States

Egypt (QIZ), COMESA, member of Greater Arab Free Trade Area, FTA with MERCOSUR, FTA with Turkey, FTA with
the European Free Trade Association
Member of WTO, FTA with the European Union, FTA with the United States, FTA with Turkey, member of

Morocco Greater Arab Free Trade Area, FTA with the European Free Trade Association, FTA with United Arab Emir-
ates

Sudan Member of Greater Arab Free Trade Area, COMESA

Mauritania Memper of WTO, signatory to the Economic Partnership Agreement between West Africa and the Europe-
an Union

Tunisia Member of WTO, FTA with the European Union, FTA with the European Free Trade Association, member
of Greater Arab Free Trade Area, FTA with Turkey

Libya Member of Greater Arab Free Trade Area, COMESA

Algeria FTA with the European Union, member of Greater Arab Free Trade Area

Source: WTO regional trade agreements database, 2019.

inequality in those countries, with the coastal areas
developing at a substantially faster rate than the
inland districts, contributing to the social unrest
that some of those countries have witnessed in re-
cent years.

For such economies, regional integration offers
an important path to surmounting some of these
challenges through the market and product diver-
sification of exports, the creation of more national
and regional linkages and the dissemination of the
economic and social benefits of trade and indus-
trialization beyond the coastal regions. For econ-
omies such as Algeria, Libya, Mauritania and the
Sudan which are less integrated in manufacturing
global value chains, regional integration is seen as
a path to expand their export market and to build
their industrial capacities. Similar to the so-called
“flying geese” model that has been observed in
Asian global value chains, regional integration and
upgrading in these chains can be seen as comple-
mentary processes through which the success of
countries already integrated in global value chains,
such as Morocco and Tunisia, could lead to the
regional dispersion of manufacturing through in-
vestments and outsourcing to other countries in
the region.

For these processes to take place, however, barriers
to interregional and intraregional trade need to be
overcome. Countries in the region have a generally
low ranking in the trading-across-borders indicator
of the World Bank’s ease of doing business ranking
(table 8).

In terms of barriers to trade with partners outside
North Africa, the picture is different for each coun-
try in the region. Some countries have pursued a
strategy of joining bilateral, regional and multilat-
eral trade agreements, while other countries have
been more hesitant. Not all countries in the region,
for instance, are members of WTO. Algeria, Libya
and the Sudan are still going through the process
of accession to WTO. Similarly, countries such as Al-
geria, Egypt, Morocco and Tunisia have signed free
trade agreements with the European Union, while
others in the region have not. Table 9 provides a
summary of the trade agreements to which each
country in the region is signatory.

In terms of trade facilitation, countries in the region
vary in terms of what is included in these differ-
ent agreements. The WTO members in the region
(Egypt, Mauritania, Morocco and Tunisia) are all
in the process of implementing the Trade Facilita-
tion Agreement, although their implementation
rates vary substantially, with Morocco in particular
achieving a rate of implementation much higher
than others in the region and the WTO average.

Beyond the Trade Facilitation Agreement, the
trade agreements that countries in the region have
signed are generally light on trade facilitation pro-
visions. The agreements with the European Union
followed by Algeria, Egypt, Morocco and Tunisia
belong to the previous generation of European Un-
ion free trade agreements, with very limited provi-
sions on trade facilitation beyond a basic commit-
ment to cooperation in customs matters. Similarly,
the free trade agreements with Turkey that some
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Figure 12: Implementation of the Trade Facilitation Agreement by North African States
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countries in the region have concluded give scant
attention to trade facilitation.

One exception is the free trade agreement conclud-
ed by Morocco with the United States, which in-
cludes a number of stronger trade facilitation pro-
visions. Overall, however, the provisions in this free
trade agreement remain relatively light compared
to more recent agreements, as discussed in chapter
3 of this report. Nonetheless, the agreement does
include a number of provisions related to transpar-
ency and predictability, release and clearance of
goods, and cooperation. For instance, in relation
to the release of goods, the Morocco-United States
free trade agreement includes a number of clauses
that aim to speed up the release of goods, includ-
ing a commitment to their release "within a period
no greater than that required to ensure compliance
with its customs laws and regulations and, to the
extent possible, within 48 hours of arrival” (art. 6.2
(a) of the agreement). In addition, the agreement
commits the two countries to adopting procedures
that allow goods to be released at the point of ar-
rival without the need to transfer them to interim
warehouses or other locations. The two parties also
commit themselves to putting in place procedures
to release goods prior to the final determination
of customs duties, taxes and fees. The free trade
agreement also includes provisions related to ad-
vance rulings, notification of policy changes and a
risk management system for custom inspections,
among others.

While, with the exception of the Trade Facilitation
Agreement, existing trade agreements to which

North African countries are signatories tend to be
very light on trade facilitation, the new European
Union agenda of deep and comprehensive free
trade areas could change this situation. Deep and
comprehensive free trade areas constitute a new
generation of European Union agreements and
have already been concluded with Georgia, the
Republic of Moldova and Ukraine. Negotiations for
a deep and comprehensive free trade area have
been launched between the European Union on
the one hand and, separately, Egypt, Morocco and
Tunisia on the other. For a number of political and
economic reasons, however, these negotiations
have stalled in the cases of Egypt and Morocco,
while negotiations with Tunisia are still in progress.
In the negotiations, the European Union proposed
a chapter on customs procedures and trade facili-
tation, which would reiterate the commitment of
the two parties to implement the Trade Facilitation
Agreement and include a number of additional
provisions related to customs cooperation, approx-
imation of customs legislation (for its part, Tunisia
is gradually adopting European Union customs
legislations), and consultation with the business
community.

Other countries in the region which are not mem-
bers of WTO and do not yet form part of the agen-
da on deep and comprehensive free trade areas
(Algeria, Libya and the Sudan) have limited bind-
ing obligations in the area of trade facilitation.
Nonetheless, growing recognition of the benefits
of trade facilitation is leading a number of North
African States to adopt initiatives in this area with
a focus on regional trade, where barriers related to
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customs and logistics remain substantial and often
higher than those with other trading partners. The
following sections review the situation in each of
the North African economies relating to trade fa-
cilitation.

B. Trade facilitation in Algeria

Algeria is still in the process of accession to WTO.
As such, the country is not a party to the Trade Fa-
cilitation Agreement and is not in the process of
implementing this agreement. Algerian exports
are highly reliant on natural resources, with fuels
accounting for more than 95 per cent of the coun-
try’s exports in 2017. Natural gas and oil dominate
Algerian exports. As the risks of dependence on
natural resources become clearer, however, Algeri-
an authorities are increasingly looking at the diver-
sification of its economy and exports as an impor-
tant strategic objective for the country. To that end,
policies that promote exports and boost the man-
ufacturing industry are seen as important steps to-
wards the broader diversification of the economy.
Major reforms, however, are still needed in order to
promote such diversification. Currently, the lack of
stability created by changes in oil prices is reflected
in a lack of stability in Algerian trade policies.

Algeria’s regional trade is limited. The rest of the
North Africa region accounts for a mere 2 per cent
of Algerian imports, while countries such as China,

France, Italy and Germany are the main exporters
to Algeria. Where exports are concerned, the rest
of North Africa only accounts for some 5 per cent
of Algerian exports, while Italy, France, Spain and
the United States are the main importers of Alge-
rian products.

Over the period 2007-2014, Algerian exports to
North African partners increased in terms of both
value and market share. This increase, however,
was reversed in recent years with a decline in these
exports. A similar trend may be seen in imports
by Algeria from North African partners, which in-
creased over the period 2007-2013 before declin-
ing in subsequent years.

The composition of Algerian exports to the world
and to North Africa are similar, with mineral prod-
ucts dominating both destinations. The share
of manufactured products, while low in both, is
slightly higher in Algerian exports to North Africa.

Like most other countries in the region, Algeria is
dependent on maritime shipping for its trade. For
petrochemical exports, the port of Arzew in Oran
province is a key logistical hub. For container ships,
the port of Algiers is also highly important, han-
dling a high percentage of container ship move-
ments. In terms of connectivity, Algeria has lower
connectivity overall than its neighbour Morocco,

Figure 13: Algerian exports by product group, 2017 (millions of United States dollars)
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Source: UN Comtrade database 2019 (access through WITS)
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Figure 14: Share of Algerian total exports and imports, 2017 (in percentages)
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Figure 15: Algerian exports to North African partners (market share and value), 2007-2017
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Figure 16: Algerian imports from North African partners (market share and value), 2008-2017
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for instance, with relatively high bilateral connec-
tivity to Egypt, France, Italy, Morocco and Spain.

One of the downsides for Algeria of its high de-
pendence on mineral exports is the lack of stability
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of Algerian trade policy. Over the last few years, fol-
lowing the decline of oil prices, Algeria has adopt-
ed a number of restrictions on imports in order
to limit the growing trade deficit in the country.
The decline in oil prices in recent years has creat-
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Figure 17: Composition of Algerian exports by market, 2017
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Figure 18: Liner shipping bilateral connectivity index of Algeria, 2017
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Source: United Nations Conference on Trade and Development, UNCTADstat, 2019.

ed major economic challenges for Algeria, in par-
ticular the widening trade deficit. In order to limit
these effects, the Government of Algeria imposed
a range of restrictions on imports into the country.
In addition to an increase in customs duties, Alge-
ria introduced a temporary ban on the imports of
hundreds of products into the country including
home appliances, food products, furniture and
others.

This lack of consistency in the Algerian trade policy
resulting from its dependence on natural resourc-
es poses a major barrier to the diversification of its
economy, in particular exports. Nonetheless, Alge-
ria is adopting a number of measures relevant to
trade facilitation designed to improve the regula-
tions and logistics of foreign trade. In 2004, a na-
tional agency for the promotion of foreign trade,
the Agence Nationale de Promotion du Commerce
Extérieur (ALGEX), was created with the man-
date to promote Algerian exports, analyse export
markets, organize Algerian participation in fairs
abroad, promote non-hydrocarbon exports, and

provide an annual evaluation report on export
policy and programmes. While the initial focus of
ALGEX was on exports, its mandate was changed
in 2008, by decree No. 08-313, to include the mon-
itoring and analysis of imports. Another institution
that was created with the objective of diversifying
and promoting exports is the national federation
of exporters, or Association Nationale des Exporta-
teurs Algériens (ANEXAL). A national consultative
council for the promotion of exports was also con-
stituted in 2004, although the council only came
into existence in 2019. A unit for monitoring and
analysing exports was created within ALGEX, with
the mandate to collect information on the barriers
facing exporters in such areas as customs and tax
procedures, banking procedures, quality and certi-
fication, and transport and logistics.

Following an assessment of the non-hydrocarbon
exports system in 2018, a number of trade facilita-
tion measures were adopted to improve exports,
including the following:
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«  Streamlining of procedures for custom clear-
ance with the objective of lowering clearance
time to one day for perishable products and
four days for other products

«  Simplification of the temporary admission re-
gime for inward processing

«  Reduction of timelines and procedures for the
issuance of certificates of conformity for export
products by the national agency responsible
for quality control, the Centre Algérien du Con-
trole de la Qualité et de 'Emballage (CACQE)

« Simplification of the payment arrangements
under the temporary admission system

Other measures are being analysed in the context
of the development of a national export strategy.
In 2017, the Ministry of Trade, with the support of
ITC in Geneva, initiated a broad consultation with
institutional and private stakeholders on such a
strategy. Four consultation rounds were held be-
tween October 2017 and September 2018, during
which participants identified key growth sectors for
exports (pharmaceuticals, beverages and agrifood
products, and mechanical and electronic compo-
nents for the automotive and aeronautic sectors).
The national export strategy includes implementa-
tion of the following measures by 2023:

«  Short-term key measures (one-two years)
« Set up a combined public and private im-
plementation structure in the form of a na-
tional export council

«  Proceed with the export support scheme

+ Review regulation No. 14-04 setting the
conditions for the transfer of capital abroad

«  Medium-term measures (one—three years)

« Review the governance structure of the
trade support institutions

« Establish a single window for export in the
form of an online portal

« Diversify the export financing instruments
offered by the Algerian banking and finan-
cial sector

« Long-term measures (three—five years)

« Develop a national “Made in Algeria” label
for Algerian products intended for export

« Establish logistics platforms and centres
for export preparation (packaging, stor-
age, treatment and other processes)

« Develop air cargo and associated infra-
structure in airport enclosures

Reform of the customs system has been anoth-
er area of focus in recent years. In 2019, Algeria
launched a review of its customs information and
automated management system, SIGAD, which has
been in use for 24 years. The plan is to replace this
system with the UNI-PASS information system used
by the customs authorities of the Republic of Korea
and recognized by WCO. This new system, which
is expected to be operational in 2020, should help
reduce the time of customs clearance, limit fraud,
enable the establishment of a one-stop shop for
the exchange of computer data between foreign
trade operators, and help to digitalize custom pro-
cedures. UNI-PASS also includes risk management
tools. An information day on the system was organ-
ized in April 2019, bringing together customs offi-
cials from Algeria and the Republic of Korea. Since
2012, Algeria has also been operating an author-
ized economic operator system, which provides
simplified procedures for such operators. By 2017,
this status had been granted to 335 companies.
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Figure 19: Egyptian exports by product group, 2018 (millions of United States dollars)
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Figure 20: Share of Egyptian total exports and imports, 2018 (in percentages)
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Figure 21: Egyptian exports to North African partners (market share and value), 2008-2018
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Figure 22: Egyptian imports from North African partners (market share and value), 2008-2018
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Figure 23: Composition of Egyptian exports by market, 2017
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C. Trade facilitation in Egypt

Egypt is the largest economy in the North Africa
region in terms of GDP and population. Over re-
cent decades, the country has followed an open
economic strategy that focused on integrating the
country in the global economy, attracting foreign
direct investments and integrating in global value
chains.

By comparison with other countries in the region,
Egypt has a relatively diversified export profile.
While minerals and fuels are an important part of
Egyptian exports, Egypt also exports a range of
manufactured products, such as textiles and cloth-
ing, chemicals and food products.

For Egypt, trade within the North Africa region re-
mains limited. While exports to other countries in
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60% 70% 80% 90% 100%

m Manufatured

the region account for 10.4 per cent of total Egyp-
tian exports, imports to Egypt from North African
partners are limited, accounting for a mere 1.2 per
cent of its total imports.

Over recent years, Egyptian exports to North Af-
rican partners have increased: the share of North
Africa in total Egyptian exports grew significantly
between 2008 and 2018.

As for Egyptian imports from other North African
economies, these have fluctuated in recent years
but have remained generally small.

In terms of the products traded with other North
African partners, Egypt exports a relatively large
proportion of manufactured products to those
countries in comparison to its overall exports,
which have a higher share of mineral and agricul-
tural products.
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Figure 24: Liner shipping bilateral connectivity index of Egypt, 2017
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Source: United Nations Conference on Trade and Development, UNCTADstat, 2019.

Where logistical connectivity is concerned, Egypt
has a number of important ports that play a key
role in Egyptian trade. Those include Port Said, Al-
exandria, Damietta and Sokhna. Given its relative-
ly limited regional trade, the country has stronger
logistical connections to European and other glob-
al partners than to other North African partners.®

Recognizing that barriers to trade in Egypt have
hindered the ability of firms to increase exports and
integrate in global value chains, both regionally
and globally, policymakers in Egypt have been giv-
ing increasing attention in recent years to the issue
of trade facilitation. Trade facilitation in Egypt faces
a number of challenges related to infrastructure,
customs, bureaucracy and opaque procedures.
During the preparation of the present report, the
following issues were identified in respect of the
situation in Egypt:

+ Unclear and complicated procedures by ports,
custom authorities and other regulatory bod-
ies

« Lack of predictability as new decisions and
rules are applied without granting sufficient

time and notification to traders and limited ex-
change of information overall

« Lackof response to enquiries by traders related
to custom issues

«  Non-compliance by customs officers with offi-
cial working hours which delays the movement
of goods

« Limited adoption of electronic tools and fre-
quent failures in these tools

«  Complexity of inspection and examination
processes and delays in the results of inspec-
tion due to lack laboratories

« Issuesrelated to infrastructure in different parts
of the logistics networks

Like other North African WTO members, Egypt is
also in the process of implementing the Trade Fa-
cilitation Agreement, which it ratified on 24 June
2019. Implementation of the agreement will give
new impetus to the issue of trade facilitation in
Egypt. Another factor driving the interest of Egyp-
tian policymakers in the issue of trade facilitation

8 Bilateral logistical connection is measured by the UNCTAD Linear Shipping Bilateral Connectivity Index, which incorporates the following five
parameters: first, the number of transshipments required to get from country A to country B; second, the number of direct connections common
to both country A and country B; third, the geometric mean of the number of direct connections of country A and of country B; fourth, the level
of competition on services that connect country A to country B; and, fifth, the size of the largest ships on the weakest route connecting country A

to country B.
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Figure 25: Libyan exports by product group, 2008 (millions of United States dollars)
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is the growing focus on exploiting the country’s
geographical position as an important global tran-
sit hub. The expansion of the Suez Canal and the
construction of wider economic zones along the
corridor of the Suez Canal are seen as strategic
objectives to boost the position of Egypt in global
logistics and global value chains. Trade facilitation
is thus seen as a strategic part of this vision. As a
result, in recent years Egyptian authorities have
launched a number of initiatives relating to imple-
mentation of the Trade Facilitation Agreement and
the issue of trade facilitation more broadly. These
initiatives include the following:

« A national committee on trade facilitation
was established at the Ministry of Trade and
Industry. The committee includes both public
and private stakeholders involved in the issue
of trade facilitation and aims to act as a focal
point for trade facilitation issues and for the im-
plementation of the Trade Facilitation Agree-
ment and as a link between the private and the
public sectors on trade facilitation.

« A national enquiry point on trade facilitation
was established in order to respond to enquir-
ies related to trade facilitation for traders in
Egypt and abroad.

« A Ministerial Steering Council for Egyptian
Trade Facilitation, known as EgyTrade, was es-

& o el
& & ©
< &
&
(A
Qb
)
A
[h
&

tablished in 2015. EgyTrade is chaired by the
Minister of Industry and Trade and includes a
number of other ministers and officials who are
in charge of relevant institutions, such as cus-
toms and ports. The steering council oversees
the implementation of different trade facilita-
tion initiatives and coordinates the measures
between different public authorities.

The preparation of a new customs act, a draft
version of which was issued in 2018. The act
replaces the existing customs act in Egypt (is-
sued in 1963) and its subsequent amendments
and introduces a number of new concepts and
clauses that are in line with the Trade Facilita-
tion Agreement, such as authorized economic
operators, the release of goods prior to the fi-
nal determination of customs duties, advance
rulings, and the adoption of digital paperless
procedures, among others.

A project was launched to implement the
Egypt national single window platform.

A single administrative document for customs
purposes was adopted.

The authorized economic operator system was
activated.
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D. Trade facilitation in Libya

In recent decades, the Libyan economy has been
dominated by energy exports, in particular oil, with
very limited exports of other products. In the 2000s,
Libya began to explore ways of expanding its par-
ticipation in the global economy. To that end, it put
out feelers regarding membership of WTO and a
mandate was granted by WTO member States in
2004 for the commencement of negotiations with
Libya. A working party, the first step in the mem-
bership process, was established that same year.
The working party has still to meet, however. Some
efforts were also carried out in the 2000s to adopt
international standards in areas such as customs,
but these efforts have stalled, owing to the political
and security turmoil in recent years.

E. Trade facilitationin
Mauritania

As a member of WTO and signatory to the Trade Fa-
cilitation Agreement, Mauritania has been imple-
menting the trade facilitation measures included in
the agreement. Attention to the issue of trade facil-
itation in Mauritania is part of the country’s broad-
er interest in diversifying its economy and moving
beyond a dependence on raw materials and com-
modities. As part of this strategy, efforts have been
undertaken in recent years to improve the business
environment and to promote the manufacturing
sector in the country. A national strategy for pri-

vate sector development was adopted in 2014 in
pursuit of these objectives. Other measures in this
context include the one-stop shop for setting up
businesses, reforms to the investment code, and
the establishment of a free zone in Nouadhibou.
Overall guidance of the economy is administered
through the country’s strategy for accelerated
growth and shared prosperity, which covers the
period 2016-2030. A key objective of this strate-
gy is to boost sustainable and inclusive economic
growth through structural transformation of the
economy by facilitating, first, the emergence and
strengthening of wealth and employment-gener-
ating sectors capable of ensuring social inclusion
and satisfying domestic demand, in particular
through private initiatives and innovation; and,
second, enhancement of the country’s export ca-
pacity and its ability to attract foreign direct invest-
ment.

Diversification of the economy and foreign trade
remains a major challenge for Mauritania. Its ex-
ports are dominated by mineral and animal prod-
ucts (in particular, fish), while exports of manufac-
tured goods are very limited. The top importers of
Mauritanian exports are China, Japan, Spain, Swit-
zerland and the Russian Federation.

Mauritanian trade with the rest of North Africa is
very limited, in particular where exports are con-
cerned. Mauritian exports to all the other six coun-
tries amount to significantly less than 1 per cent of
its total exports (some $3 million in 2017, account-

Figure 26: Mauritanian exports by product group, 2016 (millions of United States dollars)
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Figure 27: Share of Mauritanian total exports and imports, 2017 (in percentages)

| I

Algeria Egypt Libya Morocco North Africa Sudan Tunisia

w

o]

[y

W Imports ™ Exports
Source: UN Comtrade database 2019 (access through WITS).

Figure 28: Mauritanian Imports from North African partners (market share and value), 2011-
2017
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Figure 29: Liner shipping bilateral connectivity index of Mauritania, 2017
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ing for 0.15 per cent of total exports). In terms of
imports, the North Africa region accounts for 4.2
per cent of total Mauritian imports.

Mauritanian imports from other North African
economies have been growing in recent years, al-
though they remain limited.

In terms of logistical connections, Mauritania has
three main ports (Nouadhibou, Nouakchott and
Port Louis). The country, however, has relatively
low logistical connectivity.

As part of a broader effort to promote diversifica-
tion and industrialization, issues related to trade
facilitation have begun to receive more attention
in recent years. As a central institution dealing with
trade flows, the customs administration has been
the object of close scrutiny in this regard. Over the
period 2016-2019, a number of important reforms
were made to this authority. The focus of these re-
forms was the simplification of customs clearance
procedures, the reduction in the number of docu-
ments, and the updating of the regulatory frame-
work through a new customs code in line with the
standards of the revised Kyoto Convention. The
1966 Customs Code was revised and updated in
2017, by Act 35 2017, with the adoption of a num-
ber of the measures included in the WTO Trade Fa-
cilitation Agreement, including rules on simplified
procedures, appeals, rules of origin and provisions

on authorized economic operators. In addition,
a national value office was established in 2015 to
help customs in the process of customs valuation.

The reforms also focused on the simplification of
import and export procedures and the elimination
of the multiple prior authorizations that were need-
ed before. Some of the previously required docu-
ments have also been removed from the process.
The upgrading of information technology systems
has also been a focus of the reforms, with a view to
moving towards paperless trading. The ASYCUDA
global customs data system was adopted in 2016.
Electronic submission of documents is also being
rolled out, to facilitate customs clearance and other
administrative processes. Systems for risk manage-
ment have also been introduced, with the estab-
lishment of four freight-forwarding circuits (red,
yellow, green and blue), designed to facilitate the
movement of less risky goods and to focus efforts
on high-risk goods.

Despite these efforts, there are still important chal-
lenges facing trade facilitation policy in Maurita-
nia. Some of the measures adopted in recent years
have not been very effective. For instance, despite
the adoption of a risk-based inspection system,
physical verification of goods (following the red cir-
cuit) remains the dominant practice. Similarly, the
authorized economic operators system has not yet
been fully implemented. Infrastructure issues, such

Figure 30: Moroccan exports by product group, 2017 (United States dollars)

0.4
0.35
0.3
0.25

0.2
0.15
0.1
0.05
0

4

Source: UN Comtrade database 2019 (access through WITS).

b‘o Q& > e\ QJ")
O X
(\,b X GJQID ‘—)06 ,&00 ,Q)QE Q§> (.’)\-,b
< N >
L <@
> &
&
\5(\\

41



Figure 31: Foreign value added as a share of exports in the automotive industry (in
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Source: Trade in value added database, OECD-WTO, 2019.

* The trade in value added database is only available for Morocco and Tunisia in the North Africa region.

as the poor quality of some major roads, are also
posing significant barriers to trade.

F. Trade facilitationin
Morocco®

Over recent years, Morocco has emerged as one
of the fastest growing economies in North Africa,
largely thanks to its improved position in glob-
al value chains in sectors such as apparel and the
automotive industry. This growth has been under-
pinned by an economic strategy that focused on
improving the market access conditions for Moroc-
co-based exporters. In addition to gaining mem-
bership of WTO, Morocco has pursued a policy of
improving access to the markets of the advanced
economies, through free trade agreements with
the European Union and the United States. Moroc-
co has also been particularly successful in integrat-
ing into global value chains focused on the Euro-
pean Union market. Its strong global value chain
connections mean that issues of trade facilitation
are of particular importance, as a number of the
key Moroccan export sectors are dependent on
imported inputs. Nonetheless, Morocco still faces
important challenges related to market and prod-

uct diversification and to upgrading its position in
global value chains.

Where exports are concerned, Morocco has a rel-
atively diversified portfolio of products with sub-
stantial exports of transportation equipment (au-
tomotive sector), machinery and electric products,
textiles and clothing, chemicals, and food products.
Some of these export streams experienced very
rapid growth in recent years. Moroccan exports of
motor vehicles, for example, increased from $245
million in 2010 to $3.39 billion in 2017.

Imported inputs are an important component of
industries such as automotive products and elec-
trical equipment. Where the automotive sector is
concerned, for instance, the rapid growth in ex-
ports in recent years has been accompanied by
an increase in the share of foreign value added in
Moroccan automotive exports. This share is higher
than that observed in countries such as Germany,
the Republic of Korea and Turkey but lower than
that in countries such as Mexico and Thailand.

Imported inputs are also important in other man-
ufacturing sectors in Morocco. As a result, trade fa-
cilitation has played an important role in speeding
up both import and export processes and enabling

9 Attempts were made to follow a similar outline for each North African country. Data availability and limitations, however, made some differences
inevitable. In addition, economic factors occasioned some differences. For instance, there is little value in analysing certain trade flows if they are

negligible.
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Figure 32: Share of Moroccan total exports and imports, 2017 (in percentages)
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Figure 33: Moroccan exports to North African partners (market share and value), 2008-2017
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Figure 34: Moroccan imports from North African partners (market share and value), 2008-2017
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Source: UN Comtrade database 2019 (access through WITS).

Morocco-based producers to strengthen their po-
sition in global value chains.

Reflecting the country’s high dependence on trade
with the European Union, trade between Morocco
and the rest of North Africa is very limited, with the
rest of the region accounting for some 2.5 per cent
of total Moroccan exports and imports in 2017.

Lo I T o= I VS C
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== market share (%, right)

While the share of North Africa in Moroccan ex-
ports remains low, these exports have increased
in recent years. Between 2008 and 2016, Moroccan
exports to North Africa increased from $368 million
to $891 million before declining again in 2017.

A different trend, however, may be observed for
imports, with Moroccan imports from North Africa
showing a downward trend in recent years.
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Figure 35: Composition of Moroccan exports by market, 2017
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Figure 36: Liner shipping bilateral connectivity index of Morocco, 2017
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Similar to the case of Egypt, the share of manufac-
tured products in Moroccan exports to North Africa
is higher than the share of manufactured goods in
Moroccan exports to the world.

Maritime trade plays an important role in the Mo-
roccan economy, given that the country’s principal
trading partners are in Europe. There are several
major ports in Morocco, but the Tangier port is by
far the most important of them. In 2019, Morocco
opened the Tangier Med 2 port, which is the larg-
est in Africa and the Mediterranean, and one of the
20 largest ports in the world. The limited regional
trade of Morocco with other North African coun-
tries is reflected in the low logistical connectivity
between Morocco and other North African econo-
mies, in comparison to its connectivity with other
- in particular, European — economies.

Owing to the position of Morocco in time-sensi-
tive global value chains, such as automotive indus-
try, and the high share of foreign value added in
Moroccan exports, the issue of trade facilitation is
accorded considerable importance by Moroccan
policymakers. This attention is reflected in the high
level of implementation of the Trade Facilitation
Agreement by Morocco, as discussed earlier, and
also the inclusion of a number of trade facilitation
measures in the country’s free trade agreement
with the United States. Efforts to improve trade fa-
cilitation began as early as 1986, when a national
commission for the streamlining of foreign trade
procedures was created as part of the reforms of
the trade regime in Morocco. During the 2000s,
Morocco focused on improving the port system
in order to develop its global competitiveness. In
2006, Morocco adopted its first national plan for
the streamlining of trade procedures.
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A. Establishment of PortNet

As part of these efforts, in 2008, the Moroccan Na-
tional Ports Agency launched a project to create a
single-window platform for the country’s foreign
trade. Accordingly, in 2012, PortNet was set in
place as the national single window platform on
trade procedures and its mandate was expanded
from ports to all points of trade exchange, thereby
transforming PortNet into national single window
for foreign trade. Overall, PortNet aims to create
an information infrastructure to link all different
entities involved in foreign trade (customs, ports,
shipping agents, traders, banks, public authorities
and others) in order to facilitate paperless trading
and value chain integration. PortNet was created as
a limited liability company with capital from both
the public and the private sectors. The public part-
ners in PortNet include the Moroccan Agency for
Logistics Development, the National Ports Agency,
the National Agency for the Regulation of Telecom-
munications and the National Business Environ-
ment Committee. The private partners include the
Moroccan Federation of Information Technologies,
Telecommunications and the Offshoring and the
Moroccan Exporters Association, in addition to ter-
minal operators and banks. International partners
in PortNet include UN/CEFACT and the Internation-
al Port Community Systems Association (IPCSA).

PortNet aims to achieve a number of objectives,
including:

« Integration of information systems

«  Sharing of data from the foreign trade commu-
nity

« Improved efficiency of the supply chain

«  Acceleration of the movement of goods
through automation of procedures

«  Reduction of risks and processing times

« Improved visibility through better statistics
and data

« Reduction of costs and delays of commercial
and logistical operations

B. Digitization of customs procedures
Reaching a fully digitized and paperless foreign
trade regime is a central objective for Morocco.
The country has continued its digitization pro-
gramme, based on the online customs clearance
system known as the base automatisée des douanes
en reseau, or BADR, and other legislative and reg-
ulatory measures. The objective is to reduce the
movement of paper documents and to improve
clearance time for low-risk goods. Measures to this
end include the following:

« Introduction of the green circuit, which con-
sists of setting up a completely digitized cus-
toms clearance corridor based on an automatic
risk management system

«  Electronic payment of duties and taxes

- Digitization of bank guarantees, with the aim
of replacing the authentication method with a
secure electronic signature

C. Advance processing and clearance
of goods

To facilitate the advance processing and clearance
of goods, Morocco has taken the following steps:

« Adopting and strengthening risk-based cus-
toms system in order to focus checks on high
risk goods and facilitate the movement of low
risk goods

« Adopting and implementing procedures for
advance rulings on tariff classification of goods,
their origin and methods of customs valuation

- Trade facilitation measures for authorized eco-
nomic operators and supporting companies in
their efforts to obtain this status

In addition, Morocco has adopted a number of in-
stitutional measures in the area of trade facilitation.
These include setting up the National Coordinating
Committee for the Facilitation of Foreign Trade Pro-
cedures, with a mandate to steer and coordinate
the implementation of the Trade Facilitation Agree-
ment and the related streamlining and facilitation
measures. Another institutional reform has been
the creation of the national business environment
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Figure 37: Sudanese exports by product group, 2017 (millions of United States dollars)
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Source: UN Comtrade database 2019 (access through WITS).

committee, which is a public-private entity chaired
by the Prime Minister which is in charge of coor-
dination with different stakeholders to implement
reforms related to the business environment.

Despite this progress, Morocco still faces a number
of challenges related to trade facilitation, includ-
ing the implementation of agreements such as
the Trade Facilitation Agreement or the free trade
agreement with the United States. Issues in this re-
gard include coordination between customs and
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other control bodies (sanitary and phytosanitary
control bodies, for example) and the ability of these
different bodies to implement the needed chang-
es at similar rates. Issues related to the human and
financial resources needed for the implementa-
tion of these reforms have also been identified as
a challenge. Other challenges include attainment
of the target of moving to fully paperless trade by
2021 and also of improving the interoperability
and mutual recognition of trade electronic docu-
ments with key trade partners.

Figure 38: Trade balance of the Sudan (millions of United States dollars)
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Figure 39: Share of Sudanese total exports and imports, 2017 (in percentages)
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G. Trade facilitation in the
Sudan

As discussed earlier, the Sudan is one of the least
open economies in the region in terms of the share
of trade to GDP and also with regard to its exports.
While traditionally dependent on the exports of
oil, the secession of South Sudan in 2011 posed a
major challenge to the foreign trade profile of the
Sudan, as it led to a rapid decline in oil exports,
since the majority of oil production was in the area
of the country that seceded. As a result, total Su-
danese exports declined by more than a half in a
very short period. Consequently, the focus on pro-
moting non-oil exports and diversifying the econ-
omy has gained massively in importance in recent
years. As a result, attention to trade facilitation in
the Sudan has also grown in recent years, in order
to promote non-oil exports and lower the cost of
trade. Sudanese exports are relatively small by
regional standards. In addition to fuel, the Sudan
today exports animals, vegetables, and stone and
glass. More specifically, the country exports gold,
sheep and goats, seeds, and other products mostly
of a primary nature.

While the secession of South Sudan has led to a
major decline in Sudanese exports, Sudanese im-
ports have continued to grow in recent years. This
expansion has resulted in growing trade deficit and
growing pressure on the economy and the curren-
cy in recent years.

Where its exports are concerned, China, Egypt,
Saudi Arabia and the United Arab Emirates were
the key import markets for Sudan in 2017, with the
United Arab Emirates accounting for 40 per cent of
all Sudanese exports. With the exception of Egypt,
the Sudan has very limited trade with the rest of
the North Africa region. In terms of imports, Egypt
is also the only relatively important partner for the
Sudan in the region. Sudanese trade with the rest
of the North Africa region is very limited.

In response to the country’s limited trade both re-
gionally and globally and the need to promote di-
versification of its economy and exports, in recent
years the Sudan has started to pay more attention
to issues related to trade facilitation. As the Sudan
is not yet a member of WTO, it is not a signatory to
the Trade Facilitation Agreement and is therefore
notin the process of implementing the agreement.
Nonetheless, the Sudan has been engaged in a
process of liberalizing trade in recent years and is
pursuing membership of WTO, with negotiations
resuming in 2017 after more than a decade of lit-
tle progress. As part of these efforts, the Sudan has
been collaborating with WTO and other interna-
tional agencies in the area of trade facilitation. In
effect, the Sudan has been working to implement
the Trade Facilitation Agreement despite not being
a signatory.

The first efforts by the Sudan in the area of trade
facilitation began in the late 2000s with Sudanese
participation in meetings and workshops on the is-
sue with WTO, UNCTAD, the Economic and Social
Commission for West Asia and other international
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organizations. An important factor driving these
efforts was the severe congestion at Sudanese
ports, which led the Government to set up a com-
mittee to address this problem and to work on the
issue of trade facilitation more broadly. A needs
assessment and priorities workshop funded by
WTO took place in 2009. In subsequent years, the
Sudan worked with the UNCTAD national trade fa-
cilitation implementation plan on issues related to
trade facilitation, in particular in the context of the
country’s effort to join WTO. The Sudan also par-
ticipated in a United Kingdom-funded WCO-UNC-
TAD capacity-building project that aimed at sup-
porting developing and least developed countries
in implementing the provisions of the Trade Facili-
tation Agreement.

In 2010, a permanent ministerial committee on
trade facilitation was established by the Suda-
nese Government, as mandated by article 23 of
the Trade Facilitation Agreement. The committee
is chaired by the Minister of Trade and includes
among its members a number of deputy ministers
(transport, health, agriculture, finance and other
portfolios), the director of Sudanese customs, the
director general of the seaports authority, the di-
rector of the Sudanese Standards and Metrological
Organization, and representatives of the private
sector. The committee’s mandate includes the in-
troduction of information technology in trade pro-
cedures, the digitalization of trade documents, the
coordination of government agencies responsible
for foreign trade and the private sector, and the
preparation of a guide on procedures for border
agencies.

In addition, a national working group on trade
facilitation was established in the Sudan in 2011.
For its part, this body is focused on the technical
aspects of trade facilitation. It is chaired by the di-
rector of customs and its members include a num-
ber of private and public stakeholders involved in
trade facilitation, including representatives of key
ministries, of the Central Bank of Sudan, of the Sea-
ports Authority and of the civil aviation authority,
in addition to private sector members, including
representatives of business associations, cham-
bers of commerce, chambers of industry, shipping
agents and customs clearing agents. The mandate
of the working group is to coordinate the imple-
mentation of trade facilitation policies and meas-

ures, organize needs-assessment workshops, and
follow up on progress in the implementation of the
Trade Facilitation Agreement.

In 2016, a national trade facilitation road map for
the period 2017-2021 was prepared as part of
the United Kingdom-funded WCO-UNCTAD pro-
gramme. The overall objective of the road map is
to reduce import and export timelines by 40 per
cent, remove unnecessary costs for traders and
lead to an increase of at least 25 per cent in export
volumes by 2021. The road map includes six main
goals:

- Mainstream trade facilitation into the Suda-
nese development policy

«  Reduce export and import timelines by 40 per
cent

«  Reduce import and export costs by 10 per cent

+ Reduce the average number of documents
required for import and export of the 10 key
products by 20 per cent

« Implement at least 70 per cent of the measures
of the Trade Facilitation Agreement

« Foster paperless trade by electronically con-
necting trade border agencies and by provid-
ing the possibility of using e-payment at all
border posts

To achieve these goals, the road map identifies 31
activities that should be carried out before 2021
and lists the key agencies responsible for the im-
plementation of those activities. The activities are
divided into, first, quick wins, which are activities
that require low to medium effort and can be ac-
complished in the short term with moderate im-
pact on the goals performance indicators; second,
leverage activities, which require medium to high
effort and can be accomplished in the mid-term
and have considerable impact; and, third, strate-
gic activities, which require greater effort and can
be accomplished in the long term and have high
impact on goals. The road map also includes an im-
plementation schedule for these activities. Risks for
the implementation of activities are also identified.
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Figure 40: Tunisian exports by product group, 2017 (millions of United States dollars)
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Source: UN Comtrade database 2019 (access through WITS).

Figure 41: Foreign value added as a share of exports in electrical equipment (in percentages)
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Source: Trade in value added database, OECD-WTO, 2019.

H. Trade facilitation in Tunisia

Tunisia is one of the more open economies in the
North Africa region. Manufactured exports are an
important part of the Tunisian economy and, like
Morocco, Tunisia is highly integrated in Europe-
an-oriented value chains. As a result, trade facil-
itation, for both imports and exports, is seen as
an important issue for the Tunisian economy if
the country is to boost its position in these value
chains. In addition, Tunisia is a member of WTO
and signatory to the Trade Facilitation Agreement.
Tunisia is also negotiating a deep and comprehen-
sive free trade agreement with the European Un-

Viet Nam

Thailand

ion, which will include additional trade facilitation
commitments. Furthermore, in the light of the neg-
ative effects of trade dependence on Europe which
were so evident in recent years, there is interest in
Tunisia in improving the country’s trade infrastruc-
ture and trading relations with other partners in or-
der to diversify its economy and its exports.

In terms of exports, Tunisia is one of the most in-
dustrialized economies in the North Africa region.
With relatively limited natural resources, the coun-
try is mainly dependent on the manufacturing sec-
tor, in addition to tourism. Sectors such as apparel
and electronic equipment have grown over the
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Figure 42: Share of Tunisian total exports and imports, 2017 (in percentages)
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Figure 43: Tunisian exports to North African partners (market share and value), 2008-2017
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Figure 44: Tunisian imports from North African partners (market share and value), 2008-2017
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last few decades to provide the bulk of Tunisian ex-
ports today.

Similar to the case of Morocco discussed above, an
important factor driving the expansion of Tunisian
manufacturing exports was the country’s ability to
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take advantage of proximity and preferential ac-
cess to the European market in order to build in-
dustries that focus on that market. As with Moroc-
o, in Tunisia foreign input is an important part of
some those industries. In the electrical equipment
industry, for example, around half of Tunisian ex-

50



Figure 45: Composition of Tunisian exports by market, 2017
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Figure 46: Liner shipping bilateral connectivity index of Tunisia, 2017
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Source: United Nations Conference on Trade and Development, UNCTADstat, 2019.

ports are foreign value added, a proportion higher
than that in countries such as Turkey and slightly
lower than some Asian competitors.

Tunisia is highly dependent on trade with the Euro-
pean Union and with France and Italy in particular.
As a result, trade with other North African partners
is generally limited, although higher than that of
Mauritania and Morocco, for example. The rest of
North Africa accounts for 6 per cent of Tunisian im-
ports and 7.8 per cent of the country’s exports.

The share of North Africa in Tunisian exports has
declined in recent years after increasing during the
first few years of the 2000s.

For their part, Tunisian imports from North Africa
fluctuated over the last decade.

While manufacturing dominates Tunisian exports
overall, the share of manufactured products in Tu-
nisian exports to North Africa is higher than their
share in Tunisian exports to the world.

Tunisian trade is heavily reliant on maritime op-
erations. Tunisia has a number of ports, most im-
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portant of which is the port of Rades. The country’s
level of connectivity is weaker than that of Egypt
and Morocco.

Despite the importance of foreign trade to the Tu-
nisian economy and the relative openness of the
economy compared to that of other countries in
the North Africa region, Tunisia faces a number of
challenges to its efforts to improve its trade facilita-
tion regime and meet the conditions of the Trade
Facilitation Agreement. Key among these challeng-
es are the following:

«  Cumbersome documentation requirements for
customs clearance; complex nomenclature sys-
tem; and different rules of origin systems (and
the requirement to provide proof of origin).

« Lack of reliable, up-to-date and simplified in-
formation.

«  Major obstacles to the smooth flow of agricul-
tural trade posed by physical customs control
and phytosanitary control, involving slow pro-
cedures and checks which are not risk-based,
leading to delay in the movement of goods.

« lIssues related to transport infrastructure, in
particular the ports infrastructure: despite their
favourable location on the Mediterranean Sea,
Tunisian ports lag behind a number of regional
competitors in terms of capacity and efficien-
cy. Rades, the main port in Tunisia, is not very
efficient as it was originally designed for roll-
on-roll-off vessels designed to carry wheeled
cargo and mobile cranes to deal with lift-on-
lift-off container cargo were only added later.
This design shortcoming has led to issues re-
lated to efficiency and the resulting congestion
has caused delays and high inventory costs.

« Limited development of land transportation
networks: as trade with Europe dominates Tu-
nisia trade, the dominant mode for the move-
ment of goods is maritime. Land transport with
trade partners is underdeveloped, although
the country’s road infrastructure and railway
network could be an important resource for
the development of trade with regional part-
ners such as Algeria.

During the period 2000-2010, Tunisia adopted a
number of measures related to trade facilitation.
One of these was the creation of the Tunisia Trade
Net electronic platform linking the different stake-
holders involved in foreign trade (customs, ports,
banks, traders and others). A two-phase export
support programme, over the periods 2000-2005
and 2005-2010, was implemented to tackle issues
related to trade facilitation through a number of
measures related to customs and standardization.

In recent years, the Tunisian economy has come
up against a number of challenges related to the
decline of exports to key European partners and
the implications of the political instability in the
country. Key among these was the logistics infra-
structure, as demonstrated by a number of strikes
in Tunisian ports. Another major factor behind this
situation was the lack of a clear strategy related to
tackling the issues facing Tunisian firms in terms of
trade. In 2014, the Government adopted a concept
note, entitled the “Note d'Orientation Stratégique’,
as a basis for the formulation of its next develop-
ment plan. The note focused on five strategic areas:
good governance; the creation of a dynamic hub
economy; human development and social inclu-
sion; regional development; and green growth. In
2017, the Tunisian parliament approved the five-
year development plan, which included a number
of policies in different areas. An economic and so-
cial road map for the period 2018-2020 was also
adopted. Tunisia is cooperating with the World
Bank in a number of these areas, through the $500
million Tunisian investment, competitiveness and
inclusion programme, which was launched in 2018.

Significant steps taken under this cooperation
framework include reforms to the Tunisian cus-
toms regime, including through the strategic plan
for the period 2016-2020. The reforms are part of
the country’s commitments under the Trade Fa-
cilitation Agreement but are also driven by the
aspiration to curb the high levels of corruption in
Tunisian customs. The reforms include a number
of activities related to the digitalization of customs
procedures, the streamlining of regulations and
procedures, and upgrading the equipment used
by customs, in addition to the conduct of training
programmes. The reforms focus on creating a sin-
gle window for customs and on introducing the
electronic processing of documents. The Tunisian
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investment, competitiveness and inclusion devel-
opment policy framework adopted in collabora-
tion with the World Bank also focuses on customs
reforms.

Efforts are also under way to improve the country’s
maritime infrastructure. As maritime shipping is
key to trade by Tunisia with its European partners,
there are a number of projects that aim at improv-
ing the maritime infrastructure in order to lower
shipping costs and delays. Significant among these
is the plan for a new deep-water port in Enfidha.
The congestion and delays at the port of Rades
have led since 2010 to the idea of establishing a
new deep-water port at Enfidha. The plans are for a
port that could handle large vessels with a capacity
of 18,000 containers and that would include docks
for containers and docks for break-bulk shipments.
An adjacent logistics zone of 3,000 hectares is also
planned. In 2019, the Tunisian Minister of Trans-
port, Hichem Ben Ahmed, announced the begin-
ning of the construction of the port. Attention is
also being given to upgrading the port of Rades,
with plans to build a logistical zone to increase the
post’s warehousing capacity.

I. Regional cooperationin
trade facilitation

While regional cooperation in the area of trade fa-
cilitation remains limited, a number of initiatives
are worth mentioning.

A. EuroMed Trade and Investment
Facilitation Mechanism

This facility was launched in 2017 with fund-
ing from the European Union. It is operated as a

help desk run by ITC and is designed to facilitate
trade between the European Union and its south-
ern Mediterranean partners, enhance econom-
ic integration between these partners, improve
trade transparency, and create an online portal of
trade-related information. The help desk provides
country-by-country information related to tariffs,
import and export procedures, and market require-
ments. Traders can submit enquires to the help
desk, which are answered by national focal points.
The service is available in English, French, Arabic
and Turkish and covers European Union member
States, in addition to Algeria, Egypt, Lebanon, Isra-
el, Jordan, Morocco, Palestine, Tunisia and Turkey.

B. Trade facilitation in the Agadir
Agreement

The Agadir Agreement is a free trade agreement
between Egypt, Jordan, Morocco and Tunisia. The
agreement was signed in Rabat in 2004 and came
into force in 2007. Generally speaking, the Agadir
Agreement does not include strong provisions on
trade facilitation. It does, however, include a num-
ber of relevant measures related to rules of origin
and sanitary and phytosanitary procedures. In the
last two years, the States party to the agreement
have begun negotiations of an additional trade
facilitation agreement between these countries.
A working group on the issue of trade facilitation
has been created and the objective is for the new
agreement to follow the model of the Trade Fa-
cilitation Agreement but to go further in terms of
its trade facilitation provisions. In 2019, the States
parties to the Agadir Agreement agreed to create
national focal points for trade facilitation.
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VI. Conclusions and policy recommendations

This report undertook to analyse recent develop-
ments in the area of trade facilitation, focusing on
the North Africa region and, individually, on differ-
ent countries within the region, in the recent push
to incorporate trade facilitation in international
agreements. Trade facilitation has emerged as an
issue of international importance in the light of
a number of economic changes, in particular the
rise and expansion of trade through global val-
ue chains and the general decline in tariffs in re-
cent decades. In order to limit trade costs and to
enable the swifter provision of logistic support, a
number of policies have been adopted by a num-
ber of countries, including at the multilateral level
through the Trade Facilitation Agreement.

In company with other developing regions, North
Africafaces anumber of challengesrelating to trade
facilitation. Country-level studies demonstrate the
prevalence of barriers to trade involving both hard

and soft trade facilitation issues. Where hard is-
sues are concerned, many countries in the region
lack modern infrastructure networks that facilitate
trade, reduce its costs, and speed up shipping.
While some economically more open countries in
the region, such as Morocco, have developed a rel-
atively efficient maritime shipping infrastructure,
land shipping across the region remains weak and
fragmented, contributing to the very low level of
intraregional trade in North Africa and maintaining
the status quo, where the European Union remains
the main trading partner for many countries in the
region. In terms of soft measures related to trade
facilitation, many countries are still facing major
challenges related to lack of clarity on procedures,
limited digitalization of documents, delays in pro-
cessing, and others.

More attention is being paid to the issue of trade
facilitation in North Africa. The particular focus of

Table 10: Key trade facilitation agreements and projects in North Africa

Country Signatory to Trade Facilitation

Key trade facilitation institutions

Key projects relevant to

Agreement and other agreements

WTO Trade Facilitation Agreement, free
trade agreement with the United States,
Agreement Establishing the African Conti-
nental Free Trade Area

Morocco

WTO Trade Facilitation Agreement, Agree-
ment Establishing the African Continental
Free Trade Area

Mauritania

Agreement Establishing the African Conti-

sudan nental Free Trade Area, COMESA

WTO Trade Facilitation Agreement, Agree-
ment Establishing the African Continental
Free Trade Area, COMESA

Egypt

WTO Trade Facilitation Agreement, Agree-
ment Establishing the African Continental
Free Trade Area, negotiations with the
European Union for a deep and compre-
hensive free trade agreement

Tunisia

Agreement Establishing the African Conti-

Algeria nental Free Trade Area

Source: Author’s compilation.

National committee on trade facili-
tation

National Coordinating Committee
for the Facilitation of Foreign Trade
Procedures

National committee on trade facili-
tation

National working group on trade
facilitation

National committee on trade facili-
tation

EgyTrade

National committee on trade facili-
tation

ALGEX

National Consultative Council for
Promotion of Exports

trade facilitation

PortNet

Strategy for accelerated
growth and shared pros-

perity

Trade facilitation road
map 2017-2021

Tunisia Trade Net

Tunisia Investment, Com-
petitiveness and Inclu-
sion programme
Tunisian customs strate-
gic plan 2016-2020

National export strategy
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this attention reflects the different economic posi-
tion of countries in the region. For countries such
as Algeria, Mauritania and the Sudan, trade facilita-
tion is seen as an important component of efforts
to diversify the economy and to promote exports
and integrate in global value chains, in particular
in the manufacturing sector. For countries such as
Egypt, Morocco and Tunisia, which have already
achieved a degree of industrialization and inte-
gration in global value chains, trade facilitation is
seen as a way to maintain and boost their compet-
itiveness in these chains and to achieve upgrading
within them. A summary of key trade facilitation
projects in North Africa and of the key trade facil-
itation agreements may be seen in table 10 below.

A number of policy recommendations may be put
forward, based on the analysis set forth in this re-
port:

«  While attention to trade facilitation is growing
in the region, there is a degree of risk in treating
the issue as a stand-alone economic policy. As
discussed earlier in this report, trade facilitation
is unlikely to lead to positive impacts unless it
is linked to broader economic policies that
target the capabilities of firms to export and
aim to develop their ability to upgrade in the
global market. Issues such as access to finance
and technological capabilities are widespread
factors in the region hindering the ability of
firms to upgrade their position in global value
chains. As a stand-alone strategy, trade facil-
itation is unlikely to address such constraints.
Similarly, trade facilitation should be closely
linked to policies on infrastructure and trans-
port. As such, there is need at national and re-
gional levels to incorporate trade facilitation in
broader economic and export strategies.

« As discussed in this report, trade facilitation
covers a range of policies from infrastructure
investments to customs procedures to other
administrative rules. Accordingly, and consid-
ering the limited resources available to coun-
tries in the region, there is need to develop a
targeted approach to trade facilitation. Such
an approach will prioritize measures that are
more effective in boosting exports and in facil-
itating imports of parts and components that
are important for such exports. Focus should

be placed on trade facilitation measures that
could promote activities with higher potential
for export diversification, jobs and technologi-
cal upgrading. This focus could be linked to the
national economic strategies of each country.

Given the extensive role played by micro, small
and medium-sized enterprises in the econ-
omies of North Africa, a key focus of this tar-
geted approach should be trade facilitation
measures that are more useful for micro, small
and medium-sized enterprises in particular.
This focus on micro, small and medium-sized
enterprises is likely to result in more firms un-
dertaking export activities for the first time,
thereby widening the economic benefits of in-
ternational trade and social benefits in terms of
employment and wages.

A key priority should thus be to identify trade
facilitation measures that promise to be more
effective in terms of their overall economic and
social benefits. Some key issues relating in this
regard to micro, small and medium-sized en-
terprises are identified by studies cited in this
report and it is important to understand these
issues in the context of North Africa. Firm-level
surveys of the key issues faced by firms in the
region in relation to trade facilitation will be
extremely useful, in particular if such surveys
focus on barriers to regional trade and regional
value chains. A focus on micro, small and me-
dium-sized enterprises in these surveys will
help to address issues that are more relevant
to those enterprises and that promise to widen
their economic and social benefits.

Digitalization offers an important opportuni-
ty to improve trade facilitation and limits its
costs, in particular in relation to micro, small
and medium-sized enterprises. Most countries
in North Africa are adopting programmes to
digitize trade procedures and share informa-
tion online. Boosting these programmes and
focusing them on the needs of micro, small and
medium-sized enterprises could be highly ef-
fective measures in lowering the costs of trade.
The EuroMed Trade and Investment Facilitation
Mechanism would furnish a useful platform for
that purpose, but not all countries in North Af-
rica are part of this mechanism.
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In addition to the effectiveness of different
measures, the cost of implementing trade fa-
cilitation measures needs to be factored in.
As discussed earlier, some trade facilitation
measures carry huge costs, while others are
relatively cheap to implement. Accordingly,
the benefits need to be balanced against the
costs of these policies. The approach used in
the Sudanese trade facilitation road map of di-
viding policies into short term quick wins, me-
dium-term leverage measures, and long-term
strategic approaches could be used as a means
of balancing the costs and benefits.

Regional cooperation in trade facilitation
needs to be boosted. While most countries
in the region are adopting trade facilitation
measures, the implementation approach is
generally fragmented. Some countries, which
are strongly integrated in the global economy,
such as Morocco, are at an advanced stage in
terms of the institutional design and the im-
plementation of their trade facilitation system.
WTO member States are also in the process
of implementing the Trade Facilitation Agree-
ment. Other countries in the region, which are
not members of WTO, have, however, taken a
different approach to trade facilitation. The Su-
dan, for instance, has been working to imple-
ment the Trade Facilitation Agreement, despite
not being a signatory. Countries in the Agadir
group are engaged in increasing collaboration
on the issue, including through negotiating a
trade facilitation agreement. Not all countries
in North Africa, however, are part of the group.
This could create a barrier to the flow of goods,
especially when transiting through countries
that are not within the Agadir group.

A regional strategic road map for North Africa
should be developed with input from different
countries and stakeholders. An institutional
framework for the adoption and implementa-
tion of such a road map could be developed.
Lessons from other regional blocs such as ASE-
AN should feed into this road map and could
help to specify the key policies that proved to
be effective. Developing specific objectives
related to reductions in trade costs and the
promotion of regional trade may offer useful
ways of monitoring the implementation of this

road map. Institutional arrangements for this
regional cooperation need to be put in place.
Overall, the strategy should recognize that
countries in the region are at different points
in terms of trade facilitation and integration in
global value chains and that costs and benefits
to each country in the short term could be low-
er or higher but that, in the long term, all coun-
tries are likely to gain from such a strategic
road map. Arrangements for institutional expe-
rience-sharing and collaboration around issues
such as the ease of doing business index, the
Logistics Performance Index and internation-
al good practices would help improve overall
regional gains. This is of particular importance,
considering that some countries in the region
are part of broader agreements on trade fa-
cilitation, such as the Trade Facilitation Agree-
ment, while others are not. ECA could lead an
effort to develop such a strategy by developing
a matrix of reforms that both include policies
related to issues such as digitalization and co-
ordination and also set in place institutional
mechanisms for regional cooperation, sharing
of experiences, and coordination.

A key focus of this strategic road map should
be the promotion of regional value chains. As
demonstrated by the experience of East Asia
and South-East Asia, the creation of region-
al linkages opens up an important avenue to
reaping the benefits of integration in global
value chains. Such regional networks are lim-
ited in North Africa. The trade facilitation road
map should be linked with the continuing ef-
forts to promote regional trade and global val-
ue chains by identifying key regional logistics
corridors that are key to specific regional chains
and to focus trade facilitation policies on these
corridors, following prioritization of the most
effective measures. Measures to establish a re-
gional single window in order to facilitate such
obstacles should be explored.

As the region works to promote regional val-
ue chains that will yield wider economic and
social benefits, the role of transparency and
predictability needs to be given close atten-
tion. The analysis shows that, compared to oth-
er parts of the world, the North Africa region
lags behind in terms of providing transparency
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and predictability to traders and producers. In
a world of just-in-time value chains, this poses
a major hurdle to regional value chains. Trans-
parency and predictability in issues such as
trade policy, custom procedures and standards
should be key focus areas in the regional ap-
proach to trade facilitation. The experience of
other regions, including some of the examples
in this report, can provide important lessons in
this regard.

« Inview of the dependence of most countries in
the region on trade with the European Union,
the maritime shipping links of those econo-
mies tend to be far more developed than their
land-based networks. These includes the port
infrastructure, the location of industrial zones
in coastal areas, and the associated road net-
works. Regional trade facilitation can be an im-
portant part of a broader programme to diver-
sify the trade of the North African economies,
boost regional value chains and rebalance the
economies of many countries in the region by
creating trade opportunities for firms in the
less developed areas of countries, leading to
positive impacts on poverty, inequality and
inclusive development. Focus on the regional
road infrastructure and rail networks should
be an important part of such a broader eco-
nomic and social development plan.

In addition to these regional policy recommenda-
tions, the country-level analysis conducted in the
preparation of this report, including discussions
with national experts, highlighted a number of key
areas for each country in the region:

« In the case of Algeria, improvements in the
overall trade climate and higher predictability
and transparency in respect of trade policy are
needed. The private sector should be more in-
volved in trade facilitation. Attention must also
be given to the need for better data collection
on the performance of firms in terms of trade
logistics, such as modes of transport, key bar-
riers and other factors. Improving performance
measures such as time spent at ports and
performing bureaucratic procedures should
also be a focus and efforts should be made, in
particular, to reduce paperwork and move to-
wards electronic documentation through the

one-window system. Cooperation with the Re-
public of Korea on these issues in recent years
could provide important policy lessons and
speed up upgrading processes.

In the case of Egypt, problems caused by on-
erous administrative procedures were high-
lighted as an issue across the trade facilitation
infrastructure. Despite the progress achieved
in introducing measures such as electronic
processing, single windows and other informa-
tion technology applications, major challenges
continue to impede implementation of these
solutions, including inconsistency and delays.

In the case of Mauritania, ways in which trade
facilitation measures could contribute to the
diversification of the economy and the coun-
try’s export portfolio in terms of products and
markets have been highlighted. The recent
progress achieved in the country in the area
of trade facilitation needs to be linked to its
broader efforts of industrialization and diversi-
fication. Regional coordination with North Afri-
can partners is crucial for Mauritania to achieve
those objectives.

In the case of Morocco, substantial progress
has been achieved in recent years in the area of
trade facilitation. In a number of ways, the Mo-
roccan experience can provide useful lessons
to the rest of North Africa, in particular with
regard to the integration of trade facilitation
policy in broader industrial policy and the par-
ticipation of the private sector in that process.
Moroccan experts, however, have also high-
lighted important areas where more work in
Morocco is needed, such as digitalization, ad-
ministrative procedures and risk management.

In the case of the Sudan, major barriers relat-
ed to trade and logistics remain in place. More
broadly, the cost of doing business is still sub-
stantially high and improvements are needed
to promote export industries and diversifica-
tion. Recent efforts in the area of trade facilita-
tion need to be more closely linked to broader
strategy around these issues but some of these
efforts, such as the country’s trade facilitation
road map, provide interesting policy frame-
works for dealing with trade facilitation.
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In the case of Tunisia, issues such as administra-
tive procedures, infrastructure and long delays
were highlighted as major barriers to improv-
ing trade facilitation in the country. Improve-
ments in logistics and infrastructure are need-
ed but policies in such areas as training, private
sector participation and electronic processing
should help to bring improvements with low-

er financial costs. Despite the country’s relative
success in industrialization and promoting the
manufacturing sector, improvements in trade
facilitation are crucial to diversification of the
Tunisian economy, the creation of new markets
and the upgrading of its position in global val-
ue chains.
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