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1. INTRODUCTION 

 

• We are now in the third quarter of 2019, and the year has been eventful to say the least. Brexit has 

remained a topical issue that has drawn a lot of media attention throughout the year. With outcomes 

still uncertain, SACU and Mozambique struck a trade agreement with the UK in September 2019 

to ensure uninterrupted trade between the territories post 31st October 2019. 

 

• The African Continental Free Trade Agreement (AfCFTA) came into force by end of May 2019, 

while the Tripartite Free Trade Agreement effectively stalled, with the former over-shadowing the 

latter in terms of trade policy focus and attention. 

 

• The EU-SADC Economic Partnership Agreement (EPA) was saddled with grievances from both 

SADC and the EU, with negotiations to resolve them appearing to have stalled. However, both 

parties have agreed on the establishment of a Joint Commission and a mechanism of trade dispute 

resolution which will be tested over the coming months, as parties bring their issues through the 

newly established due process.  

 

• Other trade agreements have remained fairly routine. For instance, the SADC Free Trade Area 

(FTA) has remained troubled by Member States that continue to flout the Trade Protocol. The 

SACU Agreement is still under review, with little indication as to the timeline this process will be 

concluded. The SACU European Free Trade Area (EFTA) has taken a step forward as progress is 

being made with the EFTA partners seemingly giving what looks like much better market access 

for basic and processed agricultural commodities. The SACU-India Preferential Trade Area (PTA) 

has effectively stalled, with virtually no movement after over a decade of negotiation. The SACU 

MERCOSUR PTA is relatively quiet, with calls for a review being deferred to post-2020.  

 

• This report outlines some of the key areas of trade negotiations – those still under negotiation, 

those that have been concluded but under review, as well as those concluded but requiring constant 

monitoring to ensure smooth and full implementation. 

 

2. NEDLAC-TESELICO UPDATE 

 

2.2. SOUTHERN AFRICAN CUSTOMS UNION/MOZAMBIQUE (SADC) – EUROPEAN UNION 

(EU) ECONOMIC PARTNERSHIP AGREEMENT (EPA) 

 

It was noted in the previous report that the SACU-EU Summit, which took place on 15th November 

2018 in Brussels, is understood to have discussed a number of bilateral grievances from both the 

SACU and the EU side.  

 

• Provisional Safeguard on Steel 

In 2018, the EU implemented a provisional ruling on the safeguard investigation on steel that saw the 

imposition of a 25% duty on stainless “hot” as well as “cold” rolled sheets and strips from SACU – a 

duty which is inconsistent with the tenets of the EPA agreement. This matter remained a critical issue 

until mid-2019, when government indicated that the matter had finally been resolved.  



Trade Policy Brief   
 

President: U Frigerio 
Executive Director: Renai Moothilal 

 
 

 

• Negotiations for the adjustments of tariffs on motor vehicles less than 1000cc  

The Trade, Development and Cooperation Agreement (TDCA) and the EPA inadvertently left out tariff 

lines under HS Code HS8703 (vehicles below 1000 cc). Therefore, motor vehicles with small engines 

of less than one litre are imported into South Africa duty free. At the time that the TDCA was negotiated, 

no one anticipated that technological advancements would see the mass manufacture and demand of 

small turbo-charged engines. Currently, South Africa imports 25 000 to 30 000 small engine cars from 

the EU, duty free. 

 

The negotiations between SACU and the EU with regards to automotive lines are as follows:  

• SACU is asking for duties of vehicles below 1000 cc imported into SACU from the EU to be 

increased from 0% to 18%. SACU importers of these vehicles can effectively reduce duties 

through rebates under the production incentive schemes. 

• The EU is asking for duties of electric vehicle imports into SACU from the EU to be reduced 

from 25% to 18%, in line with all other SACU vehicle import duties. 

South Africa will have duty free access of the above-mentioned motor vehicle lines into the EU if the 

vehicles fulfil the Rules of Origin (RoO) conditions. 

 

The Department of Industry, Trade and Competition has adopted an approach of bundling all industry 

issues as a package of trade policy negotiations, assuming a “nothing is agreed until everything is 

agreed” approach. This means that the negotiations on the aforementioned automotive sector were 

being jointly considered with other industries such as agriculture (e.g. poultry, ostrich, citrus, etc.). This 

made negotiations difficult. 

 

In the first quarter of 2019, the SADC-EU EPA partners established Joint Council (JC) which will preside 

over Trade and Development issues under the agreement. The EU-SADC EPA partners also 

developed and adopted the rules of procedure for Dispute Settlement, Dispute Avoidance, and the 

Code of Conduct of Arbitrators and Mediators. These institutions will likely support the resolution of 

protracted disputes, which might subsequently present opportunities for making progress in negotiating 

automotive sector lines. 

 

2.3. BREXIT & THE SACU-MOZAMBIQUE-UK ECONOMIC PARTNERSHIP AGREEMENT 

 

On the 10th September 2019, The United Kingdom (UK) and SACU (and Mozambique) initialed an 
Economic Partnership Agreement (EPA) which would allow for uninterrupted trade after the UK departs 
from the European Union (EU) after the 31st October 2019. 
 
The agreement would ensure that trade continues as usual, under preferential terms, even if the United 
Kingdom leaves the EU without a deal. The agreement, therefore, goes a long way in allaying fears 
within private sector, of an unprecedent negative effect in supply chains, in the event of a no-deal 
Brexit.  
 
Under the terms of the agreement, South Africa, Botswana, Lesotho, Namibia, Eswatini and 
Mozambique can continue sourcing EU raw materials, which will be regarded as originating, and 
therefore allowing the industry to cumulate with EU materials and qualify for preferential market access 
into the UK.  
 
This scenario will continue for a period of 36 months, while SACU, Mozambique and the UK work on a 
“built-in” agenda that would essentially resolve transitional provisions in the agreement, such as 
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continued recognition of establishments, technical barriers to trade as well as trade documentation. 
Going forward, the next step will be to ensure that SACU and the UK negotiate with the EU in order to 
allow for raw materials imported from the UK to also be recognized as originating. This next phase will 
however, most likely start after 31st October when the UK exits the EU.  
 

NAACAM, in collaboration with the Department of Trade, Industry and Competition had conducted a 

survey in April 2019 to gauge the impacts of a no-deal Brexit scenario. The survey found that, over the 

last three years, NAACAM members export R530 million worth of automotive components to the UK, 

while importing a total of R5 billion worth of product over the same period. The survey also found that 

over half of firms do not have alternative options to manage the risks that may arise due to a no Brexit 

scenario.  

 

The UK-SACU-Mozambique EPA deal also helped avert the potential negative impact of a 10% 

increase in duties on R6.6 billion worth of South Africa’s vehicle exports to the UK. This kind of 

information was useful for Government in positioning the UK-SACU-Mozambique EPA and may have 

brought the much-needed urgency to ensure a speedy and timely conclusion to the trade agreement. 

 

While the UK-SACU-Mozambique EPA was a giant step in the right direction which goes a long way in 

minimizing the impact of a potential no-deal Brexit, the risks are not entirely eliminated. Of note is the 

fact that, a no-deal outcome would render the UK a third party in SADC’s trade relationship with the 

EU. This implies that some raw material inputs sourced from the UK for manufacture in South African 

production processes and intended for export to the EU might not fulfil the Rules of Origin requirements 

that can afford the industry preferential market access under the EU-SADC EPA.  

 

Survey data among NAACAM members shows that component firms alone exported R2.8 billion worth 

of automotive components to the EU over the period 2016-18. To avert the potentially negative risk 

and impact  of this scenario, Minister Patel has written to the EU Commission to express the intention 

of the South African government to seek flexible arrangements that can allow the automotive industry 

to source raw materials in a way that can allow industry to “cumulate” raw material inputs and still 

access the EU market under preferential duties over a period of between three and five years. To that 

end, NAACAM will be reaching out to members to ask for inputs into this process, as a way of 

supporting Government efforts to secure continued market access into the EU.  

 

2.4. SOUTHERN AFRICA DEVELOPMENT COMMUNITY (SADC) FREE TRADE AREA (FTA) 

– TRADE PROTOCOL 

 

Zimbabwe’s currency reforms (Statutory Instrument (SI) 32 of 2019) have seen an upward surge of 

customs and excise duties, by up to 300%. This follows Zimbabwe’s declined request for derogation in 

August 2018, which would have allowed delay its tariff phase-down commitments to allow for the 

implementation of tariffs under its published statutory instruments (SI) 64 and 122. Unfortunately, the 

hike in customs and excise duties cannot be challenged within the framework of the SADC FTA rules. 

 

In Zambia, however, a Sales Tax Bill was introduced mid-2019 with the aim of levying taxes of 9% for 

domestically manufactured goods and services, versus 16% on imported goods and services. This kind 

of discrimination on domestically produced goods with respect to the internal tax regulation is a violation 

of Article 3 under the national treatment provision in the SADC Trade Protocol. After intensive lobbying, 

the South African government reached out to the Zambian government to alert them to this issue. The 
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Zambian government indicated this is not a draft but a proposed legislation, as if to allay fears of 

criticism from SADC partners.  

 

2.5. AFRICA GROWTH OPPORTUNITY ACT (AGOA) 

 

AGOA has remained a fairly quiet with no major policy pronouncements or updates in 2019. Annual 

Reviews were done over the period of June to August, with industry sectors submitting motivations for 

South Africa’s continued stay in the preference programme, as usual. 

 

The 18th AGOA Forum is being held from the 4th - 6th August 2019 in Abidjan, Cote d’Ivore without 

any major shifts in US foreign policy on Africa. The message remained the same – for the US to 

strengthen its trade and investment ties with the African continent.  

 

South Africa’s exports to the US under AGOA have declined from US$1.5 billion in 2016 to US$464 

million in 2018 due to shifts in automotive industry. While the US remains an important market for South 

Africa, this trend has led to the Government indicating concerns about the declining value of AGOA 

over time.  

 

 

2.6. SOUTHERN AFRICAN DEVELOPMENT COMMUNITY (SADC) - EAST AFRICAN 

COMMUNITY (EAC) - COMMON MARKET FOR EASTERN AND SOUTHERN AFRICA 

(COMESA) TRIPARTITE – FREE TRADE AGREEMENT (TFTA) 

 

In late 2018, the Tripartite Council of Ministers set an ambitious target to sign and ratify the tripartite 

free trade area by end of April 2019. Many of the preliminary Annexures of the TFTA have been 

concluded, legally scrubbed, and adopted. However, one of the key outstanding issues include the 

Rules of Origin (RoO) of the TFTA, where the focus is on the completion of the combined matrixes for 

the three Regional Economics Communities (RECs), namely, the EAC, SADC and COMESA. These 

were discussed from 3rd to 21st December 2018.  

 

Negotiators are still working on the RoO, with the responsible Technical Working Group still to complete 

its work due to some disagreements (e.g.  scope of product coverage on fisheries; special and 

differential treatment on fisheries, more specifically, the definition of “their vessels” and “their factory 

ships” etc.). 

 

Subsequent meetings were supposed to be held in March 2019 but could not be convened. The 

expectation was to progress on a number of outstanding issues – particularly tariff agreements with the 

EAC and Egypt. The latter are still not ready to proceed with negotiations. 

 

According to the timeline agreed by Heads of States, the TFTA was supposed to have come into force 

by 1st April 2019. However, the TFTA has been over-shadowed by the AfCFTA, and the TFTA has not 

been able to reach the 14 ratifications required to allow the agreement to come into force. Currently, 

only five countries have ratified the agreement (i.e. Kenya, Egypt, Uganda, South Africa and Rwanda). 

A number of countries are still expected to ratify the agreement by the end of 2019, but not enough to 

allow the agreement to come into force.  
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At the time of drafting this report, there tariff exchanges between SACU and the EAC have been 

provisionally concluded, with the expectation that the Ministers of Trade from both regional economic 

communities (RECs) would formally sign off on the tariff concessions. The TFTA work schedule 

remaining thus far suggests that an extension might be needed to concluded outstanding areas of 

negotiation. With the tariff offers between SACU and Egypt still to be concluded, there is no indicative 

deadline by which the TFTA would be finalised and enter into force. 

 

 

2.7. THE AFRICAN CONTINENTAL FREE TRADE AREA (AfCFTA) 

 

Government initially noted that tariff offers were expected to be tabled in January 2020 at the African 

Union (AU) AfCFTA Summit. However, the AfCFTA secured the minimum 22 ratifications in April 2019, 

and subsequently entered into force at the 30th May 2019. 

 

Government then made a request to Business to submit proposals for a tariff offer that reflected the 

level of ambition agreed by Heads of States back in January 2019 – that 97% of the tariff book be made 

duty free, and an exclusion list of 3%.  

 

Reaching the 3% exclusion list saw Government proposing a sensitive list of 753 products that were 

selected after a “stress test” using the following criteria: 

• Current MFN applied rate, which if less than 5%, would be classified as a nuisance tariffs, and 

therefore drawn down to zero duty 

• A SACU/ SA’s imports from country or customs union;  if they are more than R1 million, 

• The trading partner’s exports to the World; if they are less than R5 million,  

• Trade balance of product with country or customs union X; 

• If products are under tariff investigations; 

• If products are subject to formula duties; 

• If the treatment of the product is accorded to the EU 

• If there are any specific government programmes about the product (i.e. Reimagined Industrial 

Policy) 

The implication of this proposition are deep and substantial cuts in tariffs on all other products that fall 

outside the 753 product lines that are unable to withstand the stress test.  

 

NAACAM consulted with members and coordinated the submission of an industry position that was 

shared with the Department of Trade, Industry and Competition during the week the negotiating team 

was in Addis Ababa for the tariff negotiation meetings in July 2019.  

 

NAACAM’s areas of interest broadly aligned with one of the conditions under the Government’s stress 

test – particularly with respect to the re-imagined industrial policy and the Sector’s Master Plan. 

NAACAM notes that there are areas of engagement that still need to be tackled with Government 

particularly with respect to the Automotive Pact under the AfCFTA. 

 

End of Note. 

 
Disclaimer 

Everything has been done to ensure the accuracy of this information, however, NAACAM takes no responsibility for any loss 

or damage incurred due to the usage of this information. 


