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1. Introduction

1.1. Aim and Background

In this paper, | wish to explore the significandetlte Economic Community of Western
African States (ECOWAS) as a regional economic miriar Nigeria and its trading policy.
This object of interest was recognized by the gdiencommunity in 1950 with the
publication of Viner’'s custom union theory. In th890ies an enormous amount of scientific
literature followed, also known as the second wagemany regional blocs emerged new or
rather restructured. The base of their investigatioconcerned mainly the regionalization
theory which tried to explain the significance efjional blocs and the influence of the trade
policy on their members. Bods defines in his agtitiat regionalism “denotes the body of
goals laid down for the regional bloc, whereasardgilisation represents the active pursuit of
a strategy aimed at creating a regional system spegific area, issue-specific or general,

geographically contiguous or not.” (Bods 2001: 28)

Theoretical literature provides economically mapootivations for the formation of a trade
bloc such as ECOWAS due to scale effects, growfiacesf and location effects. (Baldwin
2008: 5) Others see regionalization as a respomsgiobalization in a political way “to
enhance national and regional security in a bremdes (Bods 2001: 28) On the other hand,
critical voices like the World Bank, which repretefree trade, thinks that regional trade

blocs limit rather than encourage global trade agma. (UNCTAD 2009: 7)

As the issue of advantages and disadvantages obership in a regional agreement and the
effects on the members trading policy is yet nopleved to a great extent, it is worth

mentioning the depth researched in the scientdjeps sofar.

The main focus of the work lies on the restructueasures of ECOWAS within the “Revised
Treaty” (Lagos treaty) in 1993 and the consequefmebligeria’s trading policy. Due to the

interdependence between Nigeria and ECOWAS, seweralesting questions arise. The
African Economic Outlook in 2009 of the United Nats pleads for a closer integration of
African regional groups in the means for accelagaind consolidation economic and social
development. (UNCTAD 2009: 1) It is therefore esséo take a closer look and analyze, if
Nigerian’s membership to ECOWAS leads to an in@ddster-African trade; and whether or
not ECOWAS leads Nigeria to greater independenam fthe “Northern” trading partners.

This econometric analysis will provide results whieill show whether an increased Inter-
8



African trade could be observed, and if the mentbprin the restructured ECOWAS led
Nigeria to more independence from the “Northerading partners as:

“[Tlhe mission of ECOWAS is to promote co-operatiand development in all spheres of economic
activity through the removal of all forms of trallarriers and obstacles to the free movement ofopers
goods and services, as well as the harmonisinggddnal sector policies. The main objective isstablish

a large West African common market and create aetaoy union.” (EBID 2008)

Furthermore, negotiations from the year 2000 betvibe EU and regional blocs as well as
with single countries in the form of European Parship Agreements (EPAS) highlight the
importance of regional blocs. All of the ECOWAS ntmrs still refuse to sign EPAs today,
with the exception of Ghana and the Ivory Coast Wiiay” signed Interim Agreements
(Kiblbock 2008: 4), as well as bilateral partngpsagreements, such as the African Growth
and Opportunity Act (AGOA) with the United Stat@éigeria signed a United States Trade
and Investment Framework Agreement (TIFA) withie gtrategy of AGOA in 2000. (USTR
2010)

Another major challenge which ECOWAS and otheraegi agreements in Africa are facing
was the signing of the Abuja Treaty in June 199lctiprovided arrangements for the
creation of the continent-wide AEC by 2027. Thenfation of regional economic cooperation
arrangements serve to provide the underpinningsttfer planned AEC. This process of
regionalism is supposed to advance political umitypan-African level and to enhance

economic growth and development. (United Natior392Q)

“[B]ut overlapping mandates and objectives, dupédaintegration policies, and the multiple membigsh
by African countries appear to be slowing integnatireducing the regional economic communities’
effectiveness, and stretching thin limited finahcésources.” (UNECA 2006: 2)

For the above reason, this papers starts with @mimation of the relevant theoretical
literature, as well as the existing empirical stisdon this topic. Following this, a brief
overview of the history of ECOWAS and Nigeria wile provides within the timespan;

alongside, the relevant econometric analysis.

The analysis itself will concentrate on merchandismle, whereby the dataset draws
information from the COMTRADE database on imporntsl &xports of goods across a broad
range of categories, as well as the direction addrand the “CEPII Gravity Dataset” which

includes variables that are expedient to consthecgravity model.



The overview of this paper is composed as follows:

The first chapter is titled “The Theory Behind” amttals with the general theory of
regionalization and integration and the consequefarethe states which achieve membership
to regional agreements. One of the subchapterséscan the WTO and its trade rounds as

many scholars see the WTO itself as an agreemdémtawarge numbers of members.

Further on, the chapter deals with the integrapascess in Africa and the special case of
ECOWAS. It clarifies treaties which occurred durihg@ second wave of regionalism and the

impact of those for Africa.

In the next chapter termed “Abstract of the histoffeCOWAS and Nigeria”, the focus lies
on the historical and political background of ECO®/And Nigeria. An overview of
ECOWAS ten years before and after the “Treaty Reliss provides.

Chapter four is titled “Econometric analysis”, inhieh the reader receives a basic
understanding of the gravity model which is use@nalyze the situation of Nigeria within
the timespan ten years before and after the “TrRayised”. The main question relates to
how far the trading pattern of Nigeria has changethin the members of ECOWAS
compared with the rest of the world.

In the concluding chapter, the theory is combineth yractical findings. In addition, an
outlook of regional integration in Africa is undaken.

10



2. The Theory Behind

2.1. Integration and Disintegration

The modern research of the regional integratiomrthatarted with the published work of
Viner in 1950, in which he wrote that the impactwalfare in custom unions is ambiguous.
This conclusion led to a flood of papers which haentinued until today. (Baldwin/
Venables 1995: 1602) Especially within the secoladewvof regionalism, the theory received
a great deal of new input and new perceptions wtachot all agree with Viner’s findings in
1950. Viner's theory of trading blocs only withstb@nalysis until the 1980ies, as “the
growing disparity between the theory and practicenternational trade and trade regulation
became painfully apparent for participants in thelgnged and acrimonious Uruguay
negotiations.” (Michalak/ Gibb 1997: 268)

Ethier defines the difference between the two wage®llows (Ethier 1998: 1149ff):

 The trade of manufactured goods due to multilatditzdralization is more

complete nowadays than it was during the first wave

* Economically less advanced countries try to follmvactive path to be part of the
multilateral trading system. They do not follow almpger policies which were
basically-autarkic and anti-market which was usuallone in the former

regionalism wave.
» Direct investment has become more popular thamas efore.

Direct investment is mentioned by the author aadpef particular importance, by stating that

the credibility of a state’s commitment (due toorefis within an arrangement) attracts direct
investment, which is also applicable for regiongie@ments and the other member-states.
(Ethier 1998: 1157)

It is also possible however to divide the histdrimacess not only in two sections but rather
four.! The other two waves are seen in the context baftwdd War II. The first wave was
already observed in the second half of the nind¢teeentury mainly in Europe due to

industrial revolution and technological advancelergby the market attempted to tighten up

1 For a more detailed treatise of the historical process see Mansfields and Milner 1999

11



together. The second section started after World Wahere the regional arrangements were
characterized by preference agreements. This veavkdn seen as “the pursuit of beggar-thy-
neighbor policies and substantial trade diversem,well as heightened political conflict.”
(Mansfield/ Milner 1999: 597) The following two wes will be discussed later on, after
World War Il. However, it is important to distingi between policy-induced and economic-
induced regional agreements. (Mansfield/ Milner 29®00) The latter is especially
characterized by promoting and strengthening damesforms to liberalize markets and
develop democracy. (Mansfield/ Milner 1999: 621)

Integration and regionalization are closely relatedjlobalization as “[r]egionalisation can
thus be a response to globalisation, and at the $mne stimulate the microeconomic forces
that drive globalisation.” (Oman 1994. 35) Subsedlye it is important to clarify the

conception of globalization before continuing. Onvarites in his book that “globalisation is

driven by macroeconomic forces that tend to pronbotd de facto regional integration, and
de jure regional arrangements among governmer@siaf 1994: 11) He argues further that
globalization promotes regional arrangements instffa.] — but only insofar — as they

strengthen the forces of competition within regibn®man 1994: 11) Another concept
explains globalization as “a process of change lwhireates world-wide linkages, diffusion of
ideas and identities, and interdependence betwemtugtion locations and infrastructure at

the subnational level, the national level and titernational level.” (Bods 2001: 28)

However, the concept of the above quote seems tibe more complex than at first glance.
The word “globalization” itself has only been ireusince between the late 1980ies, beginning
of the 1990ies. It became a “buzzword”. (De Jon§12A4) The various dimensions which
the word implies makes it nearly impossible to aetingle analytical framework, as the De
Jong further argues that “the concept globalisatisnused for both thecondition of
interconnectedness, and thcesses that lead to such interconnections on differeneley
(De Jong 2011: 14) Indeed, Michalak and Gibb statdeir article that globalization is an
overstated fact in the world economic market, whidlimarks weaker commitments to
multilateral trade principles by national governnsetut prefers a membership in trade blocs.
(Michalak/ Gibb 1997: 265)

Europe and North America alone account for twodthaf the world trade, as observed by

Baldwin and Venables, and those two regions lilzezdltrade within the whole trade market.
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- Due to their initiatives, 40% of world trade igrattly affected by regional integration
agreements. (Baldwin/ Venables 1995: 1598) In Eerthe EU, and in North America the
NAFTA, many scholars argue that a consequence adethwo trading blocs, nearly each
occupying an entire continent, is an excessiveadegf regionalization. However, to keep the
goal of free trade in mind, Frankel suggests “tteled the privileges of regional arrangements
from two-country agreements (...) to a wider subgwmarital bloc, then to the continental level
and beyond.” (Frankel citied after Michalak/ GibB9¥: 269) The African Development
Banks data, even state that 60% of the world ttacdle place within integration trading blocs.
However, they not only trace it back to regiondegration, but also to multilateral trade
liberalization. (African Development Bank 2000: 10chis has to be distinguished between
multilateralism and regionalization, as they hadédférent modes of regulation and spatial
outcomes.” (Michalak/ Gibb 1997: 274) In relategrature many scholars do not think that
regional agreements are the instrument to gainilateital openness. (Mansfield/ Milner
1999: 595) As many studies within regional agredsidérave primarily focused on role of
financial flows and the flexibility of the world mieet, the authors see the emergence of those
agreements as a consequence of the decline ofSHegemony and the transformation of the
world system: from a Fordist system to a post-Ftrdnode of social regulation, an

advancement of technology in production and glabadibn. (Michalak/ Gibb 1997: 264)

Bourenane distinguishes in his paper that regiortagration could be either “voluntary”, or
“collectively undertaken”, which indicates the cept of community-building, which is
“geographically defined”, further classifying it &schnical and bureaucratic modalities and
institutional mechanisms for enhancing economic peoation between neighbouring
countries.” (Bourenane 1997: 51ff) World Bank amfitlly recognizes the “domino
regionalism”. This means that states receive meshigerin a regional agreement, despite
being adverse to it, however the political and eooiec pressure from outside is too high.
(World Bank 2000: 96) In the words of Oman, “[...Jgrenalisation can be defined as the
movement of two or more societies toward greatézgiration or greater pooling of their
sovereignty. It is a centripetal process.” (OmafA4tB4) Bach defines in his article for the
volume of Igue and Schumacher regionalism as ‘dlea,ithe ideology, the policies and goals
that seek to transform a geographical area intealg identified social space.” (Bach 2003:
68) Mansfield and Milner state in their article tlogher scholars define regional agreements

as “members of a common region (which) also shaiéural, economic, linguistic, or
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political ties” (Mansfield/ Milner 1999: 591) or gseferential economic arrangements which
are made by states which are close (not necesspadgraphically) for example the United

States — Israel Free Trade Area.

As quoted by Clark, Smith takes in his book thdedént processes of regional integration
into account (Smith citied after Clark 1996: 59):

» Scope - the range of issues areas and transaéiding under the influence of the

integration scheme
* Depth — the extent of policy co-ordination or hanization

* Institutionalization — the degree by which accomatah and decision making take
place in organized and predictable ways, potegtiflfough formal acceptance of a
diplomatic treaty, or though formal and informabpesses, such as through de facto

participation in a regional entity

* Centralization — the extent to which a central, rapptional decision-making
apparatus exists to establish common policy andlwvesdisputes or whether

accommodation results from intergovernmental barggi

In other words, regionalization can take differanstitutional forms, ranging from a
preferential trade agreement to custom unions, deeper integration, which results in the
harmonization of some domestic policies. A moreetigyed form of regionalism can be
found in the form of a fully- fledged economic, nebary or political union. (Oman 1994: 34)
Not only does an economic component exist, but pdditical consequences for the member
states are inevitable. (Mansfield/ Milner 1999: 595

The main differences however, according to the UNDTare the extent of the preferences
which are granted to the members and the degre®arflination of policies among them
(UNCTAD 2007: 37), as all agreements have the saweeall goal, namely to remove trade
barriers. (World Bank 2000: 1) Later on, Bourenamées that the approaches of regional

integration date back to the economic schools a@iclassical economitsMarxisn?, and

2 The neoclassical economics lays its theoretical framework on three assumptions: “1. People have rational
preferences among outcomes. 2. Individuals maximize utility and firms maximize profits. 3. People act
independently on the basis of full and relevant information.” (Weintraub 2002)
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development economitsHe suggests a planned and centralized approactefeeloping
countries which indicates the rational use of tlhailable resources for satisfaction of the
region’s need. (Bournane 1997: 52f) The Economimf@dssion for Africa sees a positive
effect for developing countries to take part in gnecess of regional integration, but only if
unilateral trade liberalization can be achieveditit@rmore, more direct engagement of the
countries is needed to implement deep integratidmch is translated by the removal of
national borders and differences in product staislasn a national level. (Economic
Commission for Africa 2004: 12) Oman sees regi@adibn as a very strong policy
instrument for member states to “disrupt, weakedilote” the power of domestically strong
tied groups, to extend domestic market power anpugh competition. However, it also could
stimulate reforms in legislation which otherwiseulb not be done by the member states.
Such reforms would build up collective policy sasignty over more dominant groups in a
region. (Oman 1994: 15) However, regionalism cdheeiproduce “reform destruction” or
“reform creation”. In the “reform destruction”, few countries attempt to reform, therefore
the proportions of those who succeed remain ratilow, and vice-versa. (Ethier 1998:
1158f) “Although governments may choose to joinigagl agreements to promote domestic
reforms, they may also do so if they resist refofpos are anxious to reap the benefits

stemming from preferential access to other memimeaskets.” (Mansfield/ Miner 1999: 605)

As regional integration agreements bring marketsesl and initiate more competition, the
monopoly power of firms in member states will bedueed. This can be generated through
three types of gains, which can either be achiglkealigh induced price cuts and expanded
sales, as consumers have more choice; throughigtfmo of economic scale by enlargement
of the firm; or through the reduction of ineffictefactors in a firm, because of the higher

competition in the market to raise productivity.oBkb gains are predicted to be higher for

3 One of the pillar traditional Marxian economics is the theory of value. “The theory’s basic claim is simple: the
value of a commodity can be objectively measured by the average number of labor hours required to produce
that commodity. [...] Marx argued that the theory could explain the value of all commodities, including the
commodity that workers sell to capitalists for a wage. Marx called this commodity “labor power.”” (Prychitko
2008)

4 Development Economics focuses on the economics of the developing world. It has its origin in the high
development theory which is for example Samuelson's formulation of the Heckscher-Ohlin model, or Robert
Solow's initial statement of growth theory. (Krugman w.y.)
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developing countries than for higher-income coestridue to the greater exploitation of
economic scale. (World Bank 2000: 31f)

The major goals of such regional integration groigpsieveloping countries are the provision
of physical infrastructure, which indicates trangmnd communication networks, alongside
reduction of tariff barriers and other formal regtons. Following this, the World Bank
defines that the security, bargaining power, aratKiin” (the effect on domestic politics
derived from membership) aspects are reasonsdtessto join a regional agreement. (World
Bank 2000: 6f) Other, rather subordinated goalsugh arrangements could be the energy and
water resource management to foster trade and lynoetential, as well as environmental and
health challenges which need close cooperationhef members to ensure efficiency.
(UNCTAD 2007: 45) Further on, Mansfield and Milr&tate that other reasons for states to
join a regional agreement is because they seenelyliko facilitate more extensive
commercial liberalization than unilateral or mualtéral strategies would permit, given the
nature of domestic institutions and the intere$tpatent segments of society.” (Mansfield/
Milner 1999: 619)

Security is insofar a relatively important aspecbée considered, as many political scientists
believe that an increase in trade leads to mow tmithin the members, therefore lowering
the risk of intraregional conflicts. Security seehadso one of the major reasons for the EU to
form an economic integration union. (Clark 1996) B®laschek additionally discovered in
his studies that a doubling in trade between twanti@es lowers the risk of conflict around
17%. (World Bank 2000: 13) However; if securitynist the main goal of the arrangement,
the opposite effect could occur and conflict paedns arising. The American Civil War is
one of many example of this aforementioned eff#letssive income transfer from the South
to the North, due to influctuation in tariff ratefnally led in 1860 to a conflict, as the
Southern States wanted to separate from the custdon. Similar situations could be
observed when Ireland broke away from the uniorh Bteat Britain in 1807, or the split
between East Pakistan and West Pakistan, wherebgatst became Bangladesh. The conflict
within the integration agreement UDEAO in 1979 @so used as an example, where a
conflict between Tanzania and Uganda aroused. @\Bahk 2000: 14ff)
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Another aspect of security is not necessarily titeaiegional security, but the necessity to
unite against external threat, such as the formaifadhe SADCC in 1980, to provide a front
against the apartheid regime in South Africa. (\Wd&#&nk 2000: 16)

If small countries unite, for example in a regioagreement it could also empower their
bargaining power against more dominant countrieshatworld trade market level. One

example where bargaining power works well is theeOPOPEC as a trade bloc was able to
raise oil price, despite some of the members betggively small, due to their strategy of

working together. However, it could also be obsdrtleat developing countries which were

together in a union could not achieve this kindafgaining power, they were not able to act
in unison and each of the countries followed a migestrategy. (World Bank 2000: 18)

Despite this, another aspect in the context of ld@uag countries is that a regional agreement
could also limit member bargaining power, due tmpetition when external investment is

done. A consequence of this is that each counieg o reduce taxes, because low tax
revenue is better than none. Resultantly, tax @sioes should be controlled by regional
agreements; however, this often goes beyond thpesob such agreements. (World Bank
2000: 20f)

According to the Economic Commission for Africagi@nal integration arrangements could
take the following forms (Economic Commission fdriéa 2004: 10):

* A preferential trade area allows members to decide the tariffs of importerir

members and non-members.

* In afreetrade area imports from other members do not have tariffs andorts of

non-members can be determined.

* Custom unions are free trade areas in which members impose comanaffs on

nonmembers.

* In acommon market free movement of the production factors (i.e. tmnd labour)
is allowed across national borders but within titegration area.

* In aneconomic union a unified monetary and fiscal policy exists, whidclude a

common currency.
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* In thepoalitical union, which is the ultimate stage of integration, merskdscome one

nation.

What is interesting about regional agreements &, thlthough the majority of empirical
studies have discovered that overall welfare egfdor both members and non-members, of a
regional arrangement are very small, more and magreements arouse worldwide in the
1990ies. This seems quite surprising, because assichl economic theory states that free
trade will improve welfare, as citizens can chobsw&veen the cheapest goods and services on
the market; however, this only works out if thedradiversion effect is bigger than the trade
creatiorl. (Economic Commission for Africa 2004: 11) Thedeadiversion school tries to

give following answer for the welfare phenomenon:

“regional arrangements have become a vehicle furseeking by well-organized groups, in opposition
the wider interests of the disorganized majorigading to a world of increased transaction costs an
growing protectionism akin, on some assessmentthetsituation in the 1930s. [...] Regionalizatiors ha
generated a “spaghetti bowl” of intertwining agresns, which clog up the workings of the tradingtsys
and pose a threat to a truly free trade order.” COWD 2007: 38)

Another, more positive, view represents the sugpsrivho think that “regional arrangements
can provide “building blocks” for a global free de order. In particular, they strengthen
support for market-friendly reforms and improve tbeal business climate, especially its
attractiveness for transnational corporations.” @QIM\D 2007: 38) Furthermore, the building
of one arrangement could attract other additiomaintries to establish an arrangement and
lead to a “domino effect”, which could direct téully open world if members from the North
and the South cooperate. (UNCTAD 2007: 38)

Other consequences which can be observed by membergional integration are that such
arrangements lead to a loss in revenue from taoifshe government, and that these could
improve the terms of trade if trade volumes chazgg the world market prices lower. This
effect increases when a greater share of the anamgt in the world market is available.

(Economic Commission for Africa 2004: 11) Additidiyait can be observed that regional

5 “Trade diversion occurs when imports of inexpensively manufactured goods from nonmember countries are
replaced by more expensive imports from participating countries.” (Michalak/ Gibb 1997: 268)

6 Trade creation occurs “when a country’s more expensive domestic production is replaced by cheaper
products imported from a participating country.” (Michalak/ Gibb 1997: 268)
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agreements influence the economic dependence obersnand therefore affects the power

relations enormous. (Mansfield/ Milner 1999: 611)

Another fact which should be questioned in the exinbdf regional integration agreements
consider the cost of non-membership of a countrhatVeffects could arise for those
countries, as the decision of a country to joinegional agreement is mainly due to the
preferences and political power of different partsociety. (Mansfield/ Milner 1999: 608)
Firstly, an influential change in trade flows candibserved, as imports and exports from non-
members will decline, which will have adverse efffat they already have a small scale:
These could potentially cause a harmful effect wtien scale is too small that marginal
benefits exceed marginal costs. This situationearishen the country has restrictive trade
policies. (World Bank 2000: 97) Another point wortentioning is that non-members will
make a great loss if a trade war occurs becausebarenn a regional integration agreement
still have the possibility to trade free with ottmeembers. (World Bank 2000: 97)

To summarize, regional agreements are not desiggedlly and not all of them meet their
stated objectives successfully. There are majderdifices in the design as well as in the
depth of integration between them. It seems alsbetamportant to take into account that
“such traditional theories of integration, howeyer.) are usually of limited relevance to
regional integration in developing countries. Hoede countries, the major rational (...) lies
less in the potential benefits to be derived fronarges in existing patterns of trade or
production than in the impact (...) on fundamentatieeconomic and even political
problems.” (Gambari citied after van den Boom 1996Some scholars also argue that the
depth of economic integration stands in relationtte number of members. (Mansfield/
Milner 1999: 615f) “Trading blocs are not the resilerefore of some universal laws of
capitalist development so much as they are theomgcof a complex web of coincidental

historic, economic and political circumstances.’i¢Malak/ Gibb 1997: 275)
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2.2.  Multilateral Negotiation Rounds and their Influence
on Regional Agreements
A further important desire which indirectly promdteew regionalism, at least in developing
countries, is the result of the Multilateral Negtittn Rounds, namely the Uruguay Round
which came into effect in 1995 till 2000 and chathgjee GATT into the WTO. (WTO 2011)
This round is particularly important as it firstshhad many consequences for developing
countries and secondly covers around a quarteheftime. This will be examined in the

forthcoming econometric analysis.

An interesting fact is that some scholars see tAH®©Vds a trading bloc itself, but due to the
high number of members, it differs from other forofsregional agreements. According to
classical liberal economists, the WTO leads to atinmal allocation of the factors of
production and therefore to an increasing welfdnesanembers due to the optimal utilization
of them. (Michalak/ Gibb 1997: 267)

The GATT has tried since its inception to monituwde preferential agreements, especially as
“article XXIV of the 1947 General Agreement on Tariand Trade, GATT's founding
document, stipulates that member-states are pednitt form a PTA only if it eliminates
barriers to "substantially all the trade" among members and does not "on the whole"
increase protectionism against nonmembeg(fdansfield/ Reinhardt 2003: 831f) The World
Bank states that article XXIV can in fact help @@l agreements to exploit, it but not in the
terms of economic policy. (World Bank 2000: 109189 the GATT adopted the “Enabling
Clause”, which “allows derogations to the most-f@agbnation (non-discrimination) treatment
in favor of developing countries” (WTO 2011b), hoxee the rules have had little success.
Most countries in fact do breach the rules eacle tamcountry joins a regional agreement.
(Mansfield/ Reinhardt 2003: 832f) In 1996 the Coitte& on Regional Trading Agreements
came into force. “Its two principal duties areebgamine individual regional agreements; and
to consider the systemic implications of the agreets for the multilateral trading system and
the relationship between them.” (WTO 2011c) It ddogive the formation process of
regional agreements more transparency, efficieacygl consistency in accordance to the
WTO rules by making periodic reviews, however; siecess was minimal, as clear rules are
missing. (World Bank 2000: 114)

20



To recap, regional agreements according to the VefeOnot allowed to restrict access for
non-member states, as regional agreements mugiaiset protection against non-member
states. Furthermore, internal tariffs should be aesd to zero, alongside additional
undertaking to remove trade barriers, and regiagaéement should cover, if possible, all
trade. (World Bank 2000: 108)

As the World Bank declares in its paper, the WT® lealp developing countries in different
ways to achieve economic welfare through organipegodic rounds to reduce trade barriers
which are present due to reduction of tariffs, amng guidelines for domestic policy.
Moreover, the WTO can protect rights of memberthdir counterparts violate any terms of
the agreements, and the WTO also provides a fommnnaechanism for member-states to
“handle spillovers from other members trade pai@eto their patterns.” (World Bank 2000:
107f)

However, African Countries (Sub-Saharan Africa) iacbd less than other developing
countries in the Uruguay round, who also had “etteeatment during the negotiations.

Nevertheless Wang and Winters believe that theyardmeve more, if the countries more
actively present their interests in the next roufdiang/ Winters 1998: 11ff) Those

negotiation rounds of the GATT/ WTO are also suppogo help countries in trade

liberalization: since its existence in 1947, avergayiffs rates have reduced from more than
40% to less than 5% on manufactured goods. (WaatkB2000: 101ff)

Mansfield and Reinhardt also found out that coestintegrate into a regional agreement if
(Mansfield/ Reinhardt 200: 830):

1. the membership of GATT/ WTO rises

no

a multilateral negotiation round is on

w

the country participated into a GATT/ WTO dispute
4. and was not satisfied with the outcome of the dispu

Generally, regional agreements “are officially damed — but conditional — exceptions to the
GATT's rules on nondiscrimination.” (World Bank ZD0106) Regional agreements give

states more bargaining power during the negotiatronnds as well as an “insurance against
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the emergence of conditions within GATT/WTO thatilcbthreaten their economic interests.”
(Mansfield/ Reinhardt 2003: 830)

Until the Uruguay negotiation rounds, developingimoies were more or less observers and
took advantage of the “free rider” effect. The refitan in trade barriers among the developed
countries lead to special and differential treatindwoth through the Generalized System of
Preferences and through the automaticity with wiighbalance of payments exception was
used to permit them to continue reliance upon dtaive restrictions and other protectionist
measures.” (Krueger 1999: 909) Similarly, Mansfialdd Reinhardt argue that developing
countries in the multilateral negotiations creaimplications in so far as trade barriers should
be removed but “have long been the sacred cowsatégiionist interests in the advanced
industrial states.” (Mansfield/ Reinhardt 2003: BE®spite this, the participation also has
intensified the North — South gap on different demds such as intellectual property,

environment and labor. (Mansfield/ Reinhardt 20880)

The achieved agreements of the Uruguay Round cowvees following sectors: agriculture,
services, intellectual property rights, governmaiport for industry, anti — dumping, dispute
settlement, safeguards, subsidies, countervailirgpsures, trade — related investment
measures, and the establishment of the new WTQicéf Development Bank 2000: 110)
Taking agriculture into account has given partiigacountries new perspectives, especially

developing countries, as they predominantly tradke these particular kinds of products.

In the next negotiation round, termed the Seatilend, developing countries seemed even
more interested to promote regional agreementseambst favored nation clause strengthens
countries with less bargaining power, whereby asauntry is allowed to make concessions
to one country which it does not make to all oM&rO countries as well. (World Bank 2000:
116) As a result, it is based on the principle ofiqgliscrimination and is seen as one of the
central pillars of the multilateral trading syste(®aggi/ Yildiz 1995: 243) Therefore, the
existence of this pillar “[i]s perhaps the key distion between multilateral and preferential
trade agreements, which, by their very nature walbmuntries to discriminate by offering
better terms of market access (usually free treml#)e members of the PTA, than are offered
to non-members.” (Bown 2004: 679)
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The last negotiation round of the WTO members w@sQoha Roundin 2001. There the

perspectives for developing countries were everiehebecause in this round the WTO
members agreed that developing countries haveapegits which give developed countries
of the WTO the possibility to treat developing ctrigs more favorably. “These special
provisions include, for example, longer time pesior implementing Agreements and
commitments or measures to increase trading oppiads for developing countries.” (WTO
2011e)

7 ,Its aim is to achieve major reform of the international trading system through the introduction of lower
trade barriers and other trade measures. The work programme covers about 20 areas of trade. The Round is
also known semi-officially as the Doha Development Agenda as a fundamental objective is to improve the
trading prospects of developing countries.” (WTO 2011f)
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2.3. Regional Integration in Africa

,Africa will be regional or not at all...“ (Edgard Pisani)®

Since regional integration is an important processnternal as well as in international
politics and can be observed frequently in difféengarts of the world, developing countries
are even encouraged to open their economies, irs¢hge of trade unions, to improve
economic growth. (African Development Bank 20009)1The Economic Commission for
Africa (2002) even argued that “regional integmatican help countries to diversify their
economies and reverse deindustrialisation and maligation”, even though several studies
gained dissenting results about the impact of RTRs&Isila 2005: 118) Bach writes that the
regionalization process in Sub-Saharan Africa testffom the exploitation of boundary
disparities and distortions on rent-seeking bagBach 1999: 8) Onimode states that regional
integration is especially important for the Africaontinent, because “the unfolding mega-
trends of the world system have transformed Africanperation from a regional necessity
into a continental imperative — the urgent stratdgasis for the corporate survival of the
African economy.” (Onimode quoted as in RugumamQ042Ql) Another opinion sees the
reason for regional integration in Africa as thdldwing: ,since independence, African
leaders have seen regional integration and cooperéRIC) as a way to replace links with
former colonial countries.” (Laporte 1995: 67) SamiBods sees a motivation for regional
agreements in Africa in the movement of Panafre@nand former colonial structures. (Bods
2001: 29)

Regional integration agreements are not a new phenon to Africa, as it already could
register its first regional agreement in 1910, nigntee SACU, which was similar to
proceeding regional trade agreements motivatedhéyéesire to foster growth, especially for
landlocked countries with hardly any infrastructutéang/ Gupta 2007: 400) This issue even
more dominated African politics since the wave rddpendence in the 1950ies and 60ies.
“One view strongly held by Kwame Nkrumah (Ghanajvad as Modibo Keita (Mali), Sekou
Toure (Guinea) and Cheikh Diop (Senegal) promotedicental union as the most effective
vehicle for the transformation of Africa.” (Nyirai2004: 21) However, integration did not
seem to help Africa to cope with ongoing globalimatas “African integration ideals have

been based on lofty transcontinental ambitions,catiwe political slogans, a plethora of

8 Edgard Pisani was former commissioner for development of the European Community (CEC 1991: 1)
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treaties and regional institutions, high-mindedngiples, and protectionist proclivities.”
(Mistry 2000: 554)

As the phases of economic growth in Africa from gust-independence phase until 1999
were observed by the African Development Banked&nss reasonable for African countries to
be members of an integration agreement. In thegpbb$965-1973, a rapid economic growth
was observed, which has halted by the oil shockdir4. In the next phase, which spans the
years 1973-1980, was characterized by the adjussntenthe first oil shock. From 1980-
1985, adjustments to the second oil price shockdcagain be observed, as well as other
external shocks which were present at that timn@yuding high world interest rates. The next
phase from 1986-1995 was the period of SAPs. Fregb-11999, the Asian financial crisis
led to a sharp fall in commodity prices. (Africae\i2lopment Bank 2000: 12)

Generally, it was observed that worldwide many reéfgince World War 1l towards regional
integration processes have been made. One of the suocessful processes is the European
Union. During the decades of existence, the EUrbashed a high level of integration which
implicates “the widening and deepening of commeaesitielations and policies.” (Clark 1996:
55) A very important aspect when analyzing the ElilS economic integration since it is very
distinctive. In literature there are several modelich explain why economic integration,
takes place. One is the “Big Bang Model” which ases that reasons such as political
development, military conflict lead to formationsumions, for example the United States or
Germany. Another model is the “Hub-and-Spoke Modelhich “is centered on the
integration of the smaller countries with the magountry, while the spokes are decoupled
from one another.” (Clark 1996: 67f)

The GATT and the WTO notified a total amount of Xgteements in 2000 from which 87
(over 44%) have come up since 1990. (World Bank02Q) In May 2011 the organization
counted some 489 regional trade agreements, couigiods and services notifications
separately. “Of these, 358 RTAs were notified undéldicle XXIV of the GATT 1947 or
GATT 1994; 36 under the Enabling Clause; and 95%eumtticle V of the GATT. At that
same date, 297 agreements were in force.” (WTO @011 the new wave of regional

integration schemes three major developments cabderved (World Bank 2000: 1ff):

1. Regional integration is particular deep reflectgdriade barriers which go beyond the

traditional barriers of reduced tariffs and quotas|uding the implication of the free
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flow of goods, services, investments, etc. Thigrapch could be observed first in the
Single Market Program of the EU which might involadjustment in the area of
product standards and of the fiscal system, at iegzart.

2. “The new wave of regional agreements -includingumestion of some old
agreements- has generally been more outward-lopkamgl more committed to

boosting, rather than controlling, internationatncoerce.”

3. Moreover, it can be observed that trading blocs farmmed with high-income and

developing countries bolster the economies of alimner countries.

These major developments indicate that politicawa$l as economic effects, should be
considered at analyzing the new wave of regionalisitne 1990s, as the emergence of the
regional trade agreements have “occurred agaimstbtitkdrop of increasing regionalism
worldwide and the stalled Doha Round of multilaterade negotiations.” (Yang/ Gupta
2007: 400) However, the World Bank discovered thede blocs in Africa would negotiate
more effectively, if countries “would be able toagt more concessions and thus cut more
beneficial deals than it has done to date.” (Wd@&hk 2000: 20) It seems that in Africa,
economic integration has been on a zig-zag cowrb&gh has hardly reached any goals.
(Clark 1996: 2)

It can be observed that the integration procegsdrina follows similar schemes and that there
are also two waves towards integration processeAfiica since the post-independence
period. The first wave took place in the 1960ied aarly 1970ies during the independence
process. In this period, next to ECOWAS in the WA#fican region, the CEAO was
established in 1972 (former UDEAO) and was theraegud by the UEMOA, and the MRU
which was established in 1973. Their main goal Whe liberalization of intracommunity
trade and related forms of cooperation.” (Bundu7t9®1) Oman sees this time period as
largely unsuccessfully for developing countrieseaese they tried to “substitute for stronger
ties with the North, rather than as a complemenh dke case today.” (Oman 1994: 14) The
first wave was also highly characterized by pratexsm which “become entrenched, rather
than being an essential but transient expedierad¢breving efficiency and competitiveness.”
(Mistry 2000: 557) However, it could be observedridwide that the first wave promoted

economic and political reforms within preferentic@lde agreements and therefore, promoted
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opening markets and democracy in the following wafeegionalism. (Mansfield/ Milner
1999: 606)
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2.3.1. The “Abuja Treaty”

The signing of the “Abuja Treaty” of the AEC in 1B@an be seen as the beginning of the
second wave in Africa. (Kennes 1999: 27) Howevefpte this treaty was signed to create
the AEC, the three regional agreements COMESA, E@SYWAnd ECCAS were supposed to
be the framework of an African Common Market whsttould have been the precursor of the
AEC. (Ott 2008: 2) Therefore, this paper analytes treaty more closely as it had a greater
influence on the “Treaty Revised” of ECOWAS. The @Ehould build upon the already
existing sub-regional unions AMU, COMESA, ECOWAS;EAS, IGAD, and SADC over a
period of 34 years and force integration in Afrigkennes 1999: 31) It is a “bottom-up”
integration process to develop a continent-widglsimarket. (Musila 2005: 120) However,
the build up of these unions seemed to be espggatiblematic, as there exist multiple
obstacles to reach improvements in integration. pidesthis, the formation of regional
economic cooperation arrangements served to prdielédoundatiom for the planned AEC.
This regionalism is supposed to advance politicatyuat pan-African level and to enhance
economic growth and development. (United Nation§9201) In Article six, the treaty
provides a flexible step-by-step plan with six stép achieve economic integration for the
members. This plan should succeed within thirty-fgears. The steps are defined as follows:

In the first stage - if none existing - communiggions should be established within five
years from the date of coming into force of thatye At the next stage, the focus lies within
the liberalization of Intra-African trade throughet stabilization of tariff barriers, non-tariff
barriers, and customs duties. Furthermore, thengiinening of sectorial integration at the
regional, as well as at the continental level inaa¢as of activity, remained paramount, as
well as coordination and harmonization of actiwatef the communities. At the third stage,
which covers a time frame of ten years, a freeetraea is planned to be established and “to
be merged in the following two years (during thertb stage) into a regional customs union.”
(Rugumamu 2004: 3) In the next stage, the main go&b establish an African Common
Market within four years through different measures for example through the
harmonization of monetary, financial and fiscaligiek. The sixth stage is expected to be
developed within five years. The goal is the esthbhent of a pan-African economic
community with an African parliament, “wherein teeonomic sectors will be integrated, and

an economic and monetary union will be establisiledg with the African Monetary Fund,
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an African Central Bank, and a common currency.’agéimamu 2004: 3; Economic

Commission for Africa 2002)

Furthermore, this treaty “was meant to implemestithgos Plan of Action of 1980 and the
Final Act of Lagos of 1980, which laid down the édbkat the African continent should take
to realize its economic integration and operatisugh as self-sustaining and endogenous
economic development after the year 2000.” (Cl&86L 128) It is also the first treaty of its
kind which also “stipulates a comprehensive list ppinciples to guide the conduct of

member-states.” (Ragumamu 2004: 3)

Critical voices, such as from Bensah Jr, a Ghangamalist, who stated in his blog an
interesting aspect as he believes even though tiféesix steps, if fully carried out, “the
reality to be very different by 2020. As RECs gaiastige in their comparative advantages of
peace/conflict management; infrastructure, etcy theuld be wont to (sic!) maintain
themselves as legal personalities in their owntyighd not necessarily want to subsume their
staff and competencies under one sub-regional esiermommunity!” (Benash 2010)

However, before the AEC treaty was drafted, theas Wardly any analysis of the problems
and main points as to why regional integration dugswork in the region. (Bundu 1997: 29)

This treaty also shows weakness toward the integratrocess, as it has

“[...] a rigid timetable for a long-term developmestijective. The Treaty specifies the time frame axdte
phase up to the year 2025, which is totally impcatt The process of programming and planning a
continental project is likely to be very difficu#it best and almost impossible in the uncertaincAfri
context. In an environment of frequent civil wadssintegration tendencies within states and saseti
persistent structural disequilibria, pervasive ptwand crippling debt, rigid timetables are, ty Hae least,
unrealistic. Going by past experience, the ambstiobjectives of the Treaty seem to be far beyowrd th

capabilities of the African continent.” (Raguman@02: 4)

In this context it is interesting to observe “thailltitude of regional integration” (United
Nations 2009: 11) typically in Africa. This mearsat many countries are not only members
of one integration bloc, but two, or three, andthe case of the Democratic Republic of
Congo, the country is even in four different ineggyn unions. The reason for this seems to
be either to accelerate integration or to maxintiee benefits and minimize the risks which
arise with integration; however, this might be #idilt task for the government to handle
with diverse policies and different agendas. (EcoicoCommission for Africa 2004: 3) As

Yang and Gupta state in their article, Africa hasrenthan 30 regional trade arrangements
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where some are part of deeper regional integrataemes. (Yang/ Gupta 2007: 399) Ott
refers in his work to Buchanan who formulated theoty of clubs, which sees regional
arrangements as clubs, with “the club good” andgtioeip “membership”. (Ott 2008: 3) In the
case of the African continent, the main objectiviilst forming a club is economic
integration, which in turn should lead to economiiowth and prosperity. Additionally, the
size of the group is important, as distributiorbehefits and the costs of excluding an extra
member have to be considered. (Ott 2008: 4) O#msans which the Economic Commission
for Africa later identifies as positive featuresr fdeveloping countries to join regional
integration arrangements, are the bargaining pomwéne world market and more favorable
terms in trade. However, each country is in falcvetd to apply for a regional agreement, but
the price to enter is specific for each countryhi$Tcan lead to asymmetric agreements in
which benefits to developing country candidates raguced and possibly appropriated by
existing members through side conditions on isssesh as the environment, labor

regulations, and rules of origin.” (World Bank 20000)

Njinkeu and Fosso introduced in their paper a pdaraction which is supposed to stimulate
intra-regional trade in Africa to foster developrhenhis plan contains four points (Njinkeu/
Fosso 2006: 25ff):

1. In regional agreements, governments should onlyemakmmitments, which can be

honored and are taken seriously by the privatesect

2. Creating dynamic regional markets by deepenedypoéforms at both, the national and
regional level. Therefore, the regional integrafoocess needs to merge macroeconomic
policies to build a stable framework to create gwero bloc for trade and foster
development. They suggest using the EPAs as franke¥aw pushing liberalization

process.

3. The use of internationally accepted rules, sucthase provided by the WTO, to further
develop the process of regional integration. “Adriccountries should therefore give
priority to rules of origin that fosters the emarge of the AEC as well as participate

actively in the international standards organizaiand the WTO.”

4. The last suggestion is to address core problemsonfpetitiveness, for example

infrastructure problems and institutional deficits.
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Noticeably, if regional integration is working atite conflictual process can be overcome,
Igue and Schumacher state that this leads to edonntardependency between areas which
are present in the forms of merchandise flows,tabfiows, and population flux. Moreover,
touch points in terms of convergence, trade, ananftial indicators can be observed, as well
as, local actors, who establish regional projeatgether. Finally, “[c]oordination,
harmonization, if possible, unification of econompmlicy that involves transfers of
sovereignty and implementing institutional struesit (Igue/ Schumacher 2003: 16) It is
observed that institutional density varies among dhrangements which can be compared
within three dimensions (Grieco after Mansfield/ Ih@r 1999: 617): “(1) the locus of

institutionalization, (2) the scope of activity,da(8) the level of institutional authority.”

Analysts who are against the multiple membershigseathat this puts enormous strain on
the governments to cope with the diverse agenddsdamands of the different unions.
Opponents to this view however think that exadtig tvariety gives countries “the leeway to
pursue fast track agendas or to maximize their fiisn@nd minimize their losses by not

banking their expectations in only one bloc.” (Eaomc Commission for Africa 2004: 54)
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2.3.2. “The “Treaty Revised”
The “Treaty Revised” of ECOWAS in 1993 can be sagm political action of ECOWAS in
the second wave of regionalism to strengthen thenuwhich has had so far ledRip Van
Winkle sleep. The original Treaty of ECOWAS is classified iretlirst wave, as it was
founded in 1975 by 15 stafe;n West Africa (ECOWAS 2007) and became effectivel
operational in 1978 (Ojo 1999: 119) Within the memsbof ECOWAS, 11 members are
currently classified as LDCs by the UN (2011). Aatdially, many of them are landlocked
countries which are to be considered in the debfiategration and trade. (UN-OHRLLS
2011) The booming interest in regional integratiorthe 1990ies seems to be driven by the
success of the EC, which reflects the need antehefits of being a member of a unity in the
context of globalization as well as the challengethe competitive world market. (Lavergne
1997: 3) Further arguments for the developmentefihtegration process are the formation
of the ECOMOG, “der Verabschiedung von Protokollam Errichtung eines regionalen
Gerichtshofs 1991 und einer regionalen parlamesdiagin Versammlung 1994; sowie in der
Akzeptanz des sogenannten fast track approach lne J®99, dessen Hauptergebnis bisher
die Selbstverpflichtung Ghanas und Nigerias i, Zsim Jahr 2003 eine Wahrungsunion zu
bilden.” (Mair 2000: 17)

However, the problems of West Africa’s countriesredo be that they are “(...) characterised
by weak trade and ineffective entrepreneurs as aglhon-integration.” (Igue/ Schumacher
2003: 15) Additionally, border lines of the forntenes of colonialism are extremely critical,
as they do not consider socio-historical and semiétlral geography, notwithstanding the
dynamic cross-border population. (Igue/ Schuma@®®3: 15) Yang and Gupta also found
out that especially in West Africa non-tariff bans are not being eliminated but are instead
increasing due to “unofficial fees at border crogsi administrative delays at ports,
cumbersome custom formalities, and multiple insgestheckpoints and roadblocks”. (Yang/

Gupta 2007: 403) This naturally leads to less eocoadenefits of regional trade agreements.

In 1993, in the “Dakar Conference on Regional lraéign in West Africa”, several scholars
reflected on the regional integration process insid@ Africa sofar. (Lavergne 1997: 1)

During this conference, Abass Bundu former exeeusigcretary of ECOWAS, submitted a

9 Benin, Burkina Faso, Cape Verde, Cote d’lvoire, Gambia, Ghana, Guinea, Guinea — Bissau, Liberia, Mali, Niger,
Nigeria, Senegal, Sierra Leone, Togo, (Mauretania — former member of ECOWAS)
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paper which analyzed the problems of the integngtimcess at ECOWAS. He concluded that
the following problems are hindering the processndi 1997: 29):

1. the absence of an integration culture and, indaetgvelopment culture generally, in
the countries within the region

2. the priority given to nation-building in the yedatlowing independence
3. differences in ideology and approach
4. the fear of domination by Nigeria

5. the burden of certain institutional and economiacttres inherited from the colonial

era

6. the economic crisis that has plagued the regioredine early 1980ies

~

political instability

Also, Demba Thiam analyzed the problem of integratn West Africa, and ascertained that
the weakness of regional programs in this areaiéstd the lack of fitting strategies to build
up regional spaces, and therefore hindering opadetifor regional economic operators.
(Demba Thiam 2003: 100)
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2.3.3. Failure of the Integration Process in Africa
Laporte distinguishes in his paper three main viesgarding the development of regional
integration in Africa (Laporte 1995: 68f):

1. Regional arrangements have much to offer when &fricountries are emerging from

a crisis and going through a transformation pracess

2. No matter what the economic situation in a coumdryo be a member in a regional
arrangement suggests a longer — term of sustaidabviopment which also could be
observed in the EU, NAFTA, and MERCOSUR. It mugréfore lead to accelerated
cooperation and integration processes to competeeirworld market. The first step

was taken by the “Abuja Treaty” in 1991.

3. Pressure from outside countries is often integrateda regional arrangement, despite
present domestic problems, which are especiallygbeat in periods of economic

weakness.

Bods sees another cause in the failure of the natieg process in Africa, as barter trade not
only dominates the informal market but also onatdfi levels. For example, Namibia has
exchanged beef for Iranian oil, whilst Rwanda hadgdd bananas for computers. However,

this fact is not considered in the plans and astmiiregional agreements. (Bods 2001: 35)

Van den Boom identifies different reasons for tleeedlopment of the informal sector in the
ECOWAS region. Firstly, there is greater populatipaowth in relation to economic growth.
Secondly, there exists an enormous trend towartanwzation, which is due to a rural
exodus. Thirdly, a new scope and quality of ecomogmowth is to be considered with the

emergence of the informal sector. (Van den Boon6199)

Mistry states in his analysis “that treaties angiareal institutions do not necessarily result in
integration” (Mistry 2000: 561), which is often @vged in Africa’s integration processes. He
further on cites micro as well macro reasons aghy regional integration schemes in Africa
failed between 1965 and 1995. Therefore, he suggest prerequisites so that integration

will work out in the second wav8.He suggests that instead of focusing on tradessand

10 For detailed description of the micro and macroreasons for the failed integration process in Africa, as well as
the new prerequisites see Mistry 2000: 558ff.
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immediate market integration, countries should niize on investment co-operation, co-

ordination, and harmonization to reach market irggn. (Mistry 2000: 571)

It was observed that regional agreements in Afwitech have a higher intraregional trade
and closer trading tie have the ability to addiesses beyond trade, and are more likely to
intervene in conflict situations. The most popuwaample is ECOWAS, as they committed

troops to Sierra Leone during the civil war. (Yagipta 2007: 414)

As the “low share of intra-trade is thought to w@&ence of failure” (Kennes 1999: 29), this
paper aims to take a closer look at whether, thedlly Revised” of ECOWAS can be seen as
a new inception for the participating Western AdncStates and a beginning towards a new
dimension of intra-trade. One of this papers fqahts is to look if Nigeria could fulfill the
conditions to become more independent from its Mot trading partners and increase its
trade with the other members of ECOWAS. An analgéithe trade performance of Nigeria
ten years before and ten years after the “Treatysed” will be undertaken.

Despite this, several studies have found out tieafdilure of a low share of intra-trade in this
region comes from a general failure of the cousttie abolish or reduce trade barriers
because this would not fit with their import suhsgion policies. The countries therefore fear
loss of tariff revenues. Furthermore, as the trqdimucture of the major part of the countries
is dominated by primary commodities, it seems obwithat they wouldn’t trade with each
other. (Oyejide 1996: 8) Even though, trade is view in this region, official statistics
usually underestimate the rate. In fact, it is ®sggd that it is three times higher than the
official statistics. (Demba Thiam 2003: 100) YanglaGupta even state in their article that
regional agreements have had hardly any impacteniritra African trade so far. (Yang/
Gupta 2007: 406) Additionally, they argue that evemegional trade agreements have
increased intra-Africa trade, they did not improwelfare as Viners concept suggested.
(Yang/ Gupta 2007: 413)

Furthermore, Yeats argues that regional agreenvaiitgot help to overcome problems of
trade which is non-complementarity, especially witbmall domestic markets. He concludes

that regional trade agreements even seem to lmse-tbse” situation for Africa. (Yeats 2004)
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In the special case of ECOWAS, Mair sees in hidyaisathe failure of the agreement in the
time before the “Treaty Revised”, due to (Mair 2008ff)*":

» the deep divide between the anglo —and francophktates within the region

» competing hegemonic claims between Nigeria andfifaecophone states of West
Africa, whose preferences were supported by Fraas@, strong dependence between

the former colonialist states and France still texis
* the economic mismanagement of Nigeria during thbaom in the 1980ies

» the political instability within the states, as rgamilitary coups have been observed in

the region

* the lack of management to control states’ territdug to the lack of legitimaayf the

government and the lack of strong institutions

» the lack of economic diversity and a prosperity bapveen the states as the majority
of the ECOWAS members cannot as yet be considackairially developed

Bods further states for the general failure of EC&8Mhat the relevant political decisions
which have been agreed on regional level, are ecésgsarily implemented nationally, due to
lack of political will. Similarly he sees the diffent structures of the member’'s economies as
well as the economic, cultural, political, and ideological differences as an obstacle for
successful integration. Therefore, ECOWAS is p&extion the international stage as a “dead
letter office”. (Bods 2001: 31) Further on, he stathat “if Africa is not regionalised it will be
further marginalized.” (Bods 2001: 38)

11 for a more detailed analyses, it is suggest that the reader look at this paper, as only a very short summary of
the points given by Mair is provided
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3. Abstract of the History of ECOWAS and Nigeria
To understand the context of the results of ththémming model, it is important to obtain a
deeper insight into the function and the historytloé regional agreement ECOWAS, of
Nigeria, and also of its economy. However, the emspghwill be on a specific timeframe,
which is clarified later.

All the countries within ECOWAS were under Frenétgrtuguese, or British authority,
except Liberia, which was created in 1821 by the foiSfreed slaves. The West African
States as such were receiving increased intereshéformer colonial powers since their
independence, especially due to their raw mateiiBignnback 2008: 1) Ronnbéck later states
that the region was becoming strategically intémgstor several external actors, especially
Nigeria, as it is one of the biggest petroleumedpcer countries in Africa and one of the top
ten in the World.

3.1. ECOWAS

The idea to establish a regional union in Westcafralready existed in 1964 and was then
suggested by Liberia’s president William TubmanimaHy, in 1965, Céte d’lvoire, Guinea,
Liberia and Sierra Leone signed a treaty, whictoriohately did not have any lasting effect.
In this pre-phase of the establishment of ECOWAS,UNECA (acting an instrument of the
ECA) played a vital role in the development of theegration process in Africa, especially
within the West African States. UNECA was actingthie background during the execution
and implementation of the ECOWAS agreement. (G&0$226)

The idea didn’t perish and in 1972 the former N@erPresident General Gowon and the
former president of Togo, Eyadema, once again detze idea of the union. However, their
undertaking seemed to be doomed due to the CEA3.0Fganization was established from
the francophone states in West Africa with the gseport of the former president of France
Georges Pompidou in 1959. This union was the gseatsmpetition of ECOWAS till its end
in 1994 and was also seen as a counterpart todmenent Nigerian State in this region.
(Gans 2006: 32) The formation of CEAO was seen Ipehh as an attempt to limit the
influence of Nigeria within the region as it gainadot of influence through the oil boom in
the 1970ies. (van den Boom 1996: 57)
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Van den Boom analyzed the following reasons whyeN& Togo and the francophone states
finally gave in to the formation of ECOWAS (van ddaom 1996: 57):

1. In Benin and Niger new regimes gained power. Theweee positively disposed to
Nigeria, and through the positive commitment to é¥ig, they managed to distance

themselves from France.

2. Coéte d’'lvoire and Senegal saw several reason tperate with Nigeria instead of

acting against it.

3. Nigeria represented the viewpoint and the inteoéshe African states and was very
convincing in the AKP — EU negotiations. They wéhnerefore highly respected by
the other states and emerged a feeling of soldarit

After repeated meetings of the States in Westemc#fa draft treaty was established in
1973. After several meetings, whereby experts amidtg further examined the treaty, 15
West African States, namely Benin, Burkina FasoteGblvoire, Gambia, Ghana, Guinea,
Guinea-Bissau, Liberia, Mali, Mauretania, Nigergalia, Senegal, Sierra Leone, and Togo,
finally signed the “Treaty of Lagos” for an Econan€@ommunity of West African States on
the 28" May 1975.

The head of the Nigerian State, General Yakubu Goheld the following speech to the
other Heads of States on the future ECOWAS Statday, 1975:

“This is a momentous day, marking as it does thfdrient of many hopes: the result of efforts oe thart

of the leaders from all corners of West Africa: ieo major and concrete step in giving practicéafto

the aspirations which we all share and which, irious previous meetings, conferences and groups, we
have all endeavoured since the beginning of thé desade, to bring to fruition... The Economic
Community which we are striving to establish wil & living organism evolving in its own unique waayd

growing over the years.” (Gowon citied after Gag8& 1)

The protocols, which were launching the new comityuniere signed in Lome (Togo) in
November 1976. (AU 2010: 2) In 1977, Cap Verde a&stered ECOWAS. The motivation

behind to create the regional agreement were galligis well as economic reasons:

“Politically, the founding of ECOWAS meant the gadevelopment of co-operation, but it was also
motivated by an ideology of South-South co-opematiegionalism, collective solidarity and factoesated

to peace and security. Regional cooperation was agémportant for the fragile, newly independeates.
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(...) Market integration based on liberal economigedepment strategies was an important driving force

behind the economic policies and instruments (.(Rdnnback 2008: 13)

All of the members of the ECOWAS have similaritieish respect to their political structure.
For example, the majority has had military reginesl therefore was quite unstable.
Likewise, as many coups and regime changes havarredcin the member states so
naturally, the progress of the work of the regioagteement was hindered. (van den Boom
1996: 25ff) Later on, 12 of the 15 member statesews are still affected by wars and
violence conflicts since their independence. Mbant35 armed groups have since 1998 been
operating in, and destabilizing, the majority oé th5 ECOWAS member states which also
has had consequences on the political performainite @ountries. (Rénnback 2008: 10)

Another important aspect in order to understand peeormance of ECOWAS is the
influence of the former colonial states as theytiomed to play still an important role after
independence of the former colonies. Four statEmbed to the former British Empire, eight
countries were under the colonial rule of Francé amo under Portuguese rule. Only one
country, namely Liberia, was already independerihatindependence process. Even though
the countries were independent colonial powerssts#ld to influence their former colonies by
modern ways of commitments. France had even defpuddical, economic and military
cooperation, and also motivated the former Frematbnies to establish the CEAO, the later
UEOMA. (Ronnbéack 2008: 12)

The end of the Cold War in 1989 and the transfaiomgbrocess which started in the former
Eastern bloc countries, has also influenced thecéfrcontinent, as many political autocratic
systems fell. This time was called the second “Woh@€hange”. However the change did not
last long, as many military regimes and dictat@gained power. (van den Boom 1996: 42)
Following this, van den Boom analyzed that the icwatly change of power of the
ECOWAS members influences the regional agreemesties because (van den Boom 1996:
45):

* The government is binding political resources witthe country and therefore does

not have enough resources to be politically achveCOWAS.

* Many political systems of the member states were) (@olitical unstable and so it is
difficult to assess foreign policy and the attitudevards the integration process of

ECOWAS.
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For a better understanding of the integration pscamong ECOWAS, one should also
consider that the majority of the member states dmpendent on the export of primary
products. Since the formation of ECOWAS, the magkates for primary products fluctuated
and the payment behavior of the states fluctuatedwall. Unfortunately, without the

membership fees ECOWAS was hindered in acting gofull extend and the integration

process stagnated. (van den Boom 1996: 46)

Another historical aspect in the context of ECOWA®e intervention of the Worldbank and

IMF and their structural adjustment programs esglgcin 1970ies and 80ies to restructure
foreign debts. These interventions have had a grgzct for the affected ECOWAS states in
the political and economic level. In many of thates the structural adjustment programs did
not take effect and the debt crisis intensifiedn(den Boom 1996: 48ff)

The “Treaty Revised” was signed in 1993 by all BZ&S members “to accelerate economic
integration and to increase political co-operati@Rdnnback 2008: 13) and defined common

goals to achieve a common market and a singleryre

ECOWAS was also the first regional agreement whdelreloped a security mechanism,
namely ECOMOG to intervene in armed conflicts, adlas in military conflicts since the
1990ies. It was established to stabilize the malitsituation within ECOWAS and it is also
seen as a complement to the UN peacekeeping tr@mos further argues that ECOMOG
was rather founded to “protect and preserve thdigall elites and their regimes.” (Bods
2001: 34) However, financial problems and poorlyeaded forces are hindering the success
of ECOMOG. (Rénnbéack 2008: 2)

Additionally and interestingly for the forthcomingconometric analysis is the fact that
ECOWAS decided in the 1990ies to eliminate tradeidrs. The plan has foreseen different
time approximations to anticipate liberalizationheTl strongest economic countries were
supposed to eliminate barriers within six yearshuhe rest of the member states within eight

or ten years. (van den Boom 1996: 62)

In 2000 ECOWAS formulated an agreement that allowifgrent pace and ,eine variable
Geometrie bei der Vertiefung der Integration zugs#gn. Das bedeutet nichts anderes, als dafl3
eine Gruppe von Mitgliedsstaaten auf freiwilligeradds Integrationsanstrengungen
vorantreiben kann, ohne auf die Zégerlichen wartemissen.” (Mair 2000: 13)
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3.1.1. ECOWAS and its Organizational Structure

The organizational structure is recorded in artiélef the “treaty revisited” (ECOWAS
2007Db):

“1. The Institutions of the Community shall be:

(a) the Authority of Heads of State and Government;

(b) the Council of Ministers;

(c) the Community Parliament;

(d) the Economic and Social Council;

(e) the Community Court of Justice;

(f) the Executive Secretariat;

(9) the Fund for Cooperation, Compensation and Deweent;
(h) Specialised Technical Commissions; and

(i) Any other institutions that may be establishwgdthe Authority.

2. The Institutions of the Community shall perfatfmeir functions and act within the limits of

the powers conferred on them by this Treaty anthbyProtocols relating thereto.”

The Council of Ministers, as well as the Commuiitrliament and the Community Court of
Justice have their headquarters in Abuja (Nige(f)swartiges Amt Deutschland 2012)

The authority of Heads of State and Government efriider States is, as the name already
implicates, composed of the members’ Head of Stateather the Government of the State
and is the supreme institution of the ECOWAS. “Paghority shall be responsible for the
general direction and control of the Community atll take all measures to ensure its
progressive development and the realisation asbfsctives.” (ECOWAS 2007b) The further
duties and rights of this organ are mainly regulate article 7, 8, and 9 of the “Treaty

Revised”.

The second important organ is the Council of Maist This organ is the main arbitration of
the Community and “is responsible for the functtmpand development of the Community”.
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(ECOWAS 2007b) Due to the “Treaty Revised”, the @muobtained a more active role in
the decision making process than before. Howeherntost important task of the council is
to foster the integration process and the supenviand guidance of the trade liberalization
within ECOWAS. (Gans 2006: 56f)

In the Executive Secretariat, the Executive Serydtalds the Presidency. The election of the
Executive Secretary occurs and results in a foarsygerm, which can only be renewed once.
The main task is the every-day administrative manant. (Gans 2006: 61) The approval of
the restructuring of the Executive Secretariat washe summit of December 1999. The
undergoing reform process of ECOWAS could be sgethdoremoval of the post of financial
controller, “while two positions of deputy execwdivsecretaries have been created for

economic co-operation and policy harmonisationeespely.” (African Union 2010: 4)

The Community Court of Justice “will address conmi® from member states and
institutions of ECOWAS, as well as issues relatiogdefaulting nations.” (African Union

2010: 5) Article 15 of the Treaty bounds the CoafrtJustice that it “shall carry out the
functions assigned to it independently of the MemBeates and the institutions of the
Community” and “judgements of the Court of Jussball be binding on the Member States,
the Institutions of the Community and on individuand corporate bodies.” (ECOWAS
2007)

The Community Parliament was first established witd “Revised Treaty” to involve the
population of ECOWAS directly within the integratigprocess, however, it only has a
consultative and advisory function at prsent. Isviestly convened in May 2002 and it has
115 seats which represent all member states. Eatshlgs at least five seats. (African Union
2010: 5)

The Economic and Social Council is regulated widdigonal protocols and was founded
through the Treaty of Contonou, which shows simtiks with the Economic and Social
Committee of the EU. It only provides a consultatrele and consists of representatives of

different economic and social subjects. (Gans 206¥:

The Fund for Cooperation, Compensation and Devedoprwas established because within
the integration process member states often sldéses in the term of state revenues. The
Fund should therefore provide compensation payrdeatto trade liberalization and also to
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help member states to execute feasibility studres @ojects to loss compensation. (Gans
2006: 75ff)

The specialised Technical Commissions main objestiare to support the Council of

Ministers and the authority of Heads of State andd@Bnment at decision-making processes.
(Gans 2006: 80) The Authority establishes or restings the Commissions, whenever it
seems appropriate. “Each commission shall compegeesentatives of each Member State.
Each Commission may, as it deems necessary, ssthgdiary commissions to assist it in

carrying out its work. It shall determine the corapion of any such subsidiary commission.”

(Afican Union 2010: 5) The following commissionsvieabeen established so far, for

supporting the ECOWAS organs (ECOWAS 2007):

Food and Agriculture

* Industry, Science and Technology and Energy

* Environment and Natural Resources

* Transport, Communications and Tourism

e Trade, Customs, Taxation, Statistics, Money andrfeays

» Palitical, Judicial and Legal Affairs, Regional Se&ty and Immigration
* Human Resources, Information, Social and Cultufédirs

* Administration and Finance Commission
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3.1.2. GOALS

The initial aims of the regional agreement ECOWA&swo establish a custom union and
later on a common market by integrating all membgksyeetey 1998: 404) However, as

infrastructure for this undertaking was not preséimé member states decided to focus on
development and production first. (Clark 1996: 156)

As a result, the community focused on certain gtalschieve. One of the highlights was in
1981, when the total elimination of trade barriers unprocessed goods was agreed upon.
(Clark 1996: 178) However, the ultimate goal acomydto Ronnback seems to be that
“‘ECOWAS is to promote cooperation and integratianth the establishment of a West
African economic union.” (Ronnback 2008: 12)

The “Treaty Revised” led to an extension of theadly existing objectives in the economic
and political co-operation among the member stafdSCOWAS. The economic goal is to
achieve a common market and a single currencygvdmlthe political level “it provides for a
West African parliament, an economic and sociahcdwand an ECOWAS court of justice to
replace the existing Tribunal and enforce Commudggisions.” (African Union 2010: 2)
Moreover, the treaty also requests the membersstatemore responsibility “of preventing

and settling regional conflicts.” (African Union 20 2)

“Finding ways to deal with security challenges awbnomic development problems are fundamental
elements in any efforts to stabilize the region &mdmprove the living conditions for the populats”
(Rénnbéack 2008: 2)

Gans also stresses that the focus since the “Cotoreaty” (“Treaty Revised”) lies within
the harmonization of areas like food, taxation,necoic reform policies, human capital,
education, information, tourism, health, environmeatc. Due to the many areas,
ECOWAS has a greater scope of operation and thesfskifted, since it not only lies on
state enterprises but also private enterpriseshwhimuld foster the integration process.
(Gans 2006: 46)
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3.2. Nigeria - Historical Background

The Federal Research Division identifies in its oy profile three important issues which
still influence Nigeria’s contemporary politics asdciety. The first is the spread of Islam,
which already started around 1000BC. The secondmirajuence was the slave trade across
the country, which still has social consequenceshencountry today. Thirdly, the colonial

experience which was relatively brief but inten&ébrary of Congress 2008: 1)

Nigeria was a former British Colony and gained peledence in October 1960, as a
federation of three regions. (Bureau of Africanaif§ 2011) Each of the regions was highly
self-governed. The first government of the indeehdcountry was formed by the main
parties of the “Northern People’s Congress” and fthiational Council of Nigeria”.
(Rothmeyer 1991: 3) In October 1963 a fourth regwas introduced, because Nigeria
declared itself as a federal republic, implementangnew constitution and changing its
relationship with the former colonist Great Britai(Bureau of African Affairs 2011)
“Although the first postindependence parliamentalgctions were held in December 1964,
the nation’s leadership in the several decadesviiig independence was determined by
coup, not by election, and by military, rather tlzanlian, government.” (Library of Congress
2008: 4)

In the end of the 1960ies the country was affebtethe so-called “Biafra War”, whereby the
eastern region of Nigeria declared its independeascthe “Republic of Biafra”. This was a
civilian war which ended in 1970 with a multipleadles on both sides. “Following the civil
war, reconciliation was rapid and effective, and tountry turned to the task of economic
development. Foreign exchange earnings and govertnregenues increased spectacularly
with the olil price rises of 1973-74.” (Bureau ofrishn Affairs 2011) The regime of Obasanjo
and Mohammed, which governed since the end of thidaa war till 1979, used their

military connection to repress criticism againg government. (Falola/ Heaton 2008: 198)

The second republic lasted from 1979 until 1983vds marked by an election where five
newly structured parties competed against eachr.dtheas a peaceful power of transfer and
connected with high expectation as the price fomais high. As a result, revenues had been
continuously increasing, but due to lack of cooperabetween the ruling parties of the
states, it lead to a failure of the federal govezntmand the second republic. (Library of

Congress 2008: 5) The high dependence on oil regeaund the high rate of inflation and
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unemployment, raised the rate of urban crime eaffgc¢he smuggling of goods across the
border of Benin. (Falola/ Heaton 2008: 204)

The election of 1983, in which Shagari and the Ndh with the majority of seats in the
National Assembly and the governance over 12 stat@s characterized by violence,
corruption and electoral malfeasance. However,him ¢énd of the year 1983 the military
overthrew the Second Republic and Major Gen. MuhacdumBuhari emerged as the new
leader of the Supreme Military Council and therefas the new leader of Nigeria. Following
Buharis rise to power, Nigeria faced three militamjes within the next fifteen years. These
were all marred by “oppression, coercion, and tlamipulation of the democratic transition
process.” (Falola/ Heaton 2008: 209)

Buhari accused the former government of economismanagement, corruption, election
fraud, and the indifference of the problems of ¢bentry. He wanted to bring prosperity to
Nigeria and solve the severe economic problemsréefiurning again to civilian rule. His
strategy was the ideology of “discipline”, whichread to bring Nigeria back to the economic
track by following the law and behaving in a propgnner. Additionally, he followed strict
austerity measures which were introduced by theéorgovernment Shagari. (Falola/ Heaton
2008: 212) He refused to undertake a Structuraugtdjent Program of the IMF which was
designed to help Nigeria to reduce its debts bur{fealola/ Heaton 2008: 216) Despite, his
high popularity within the other members of the @al he was peacefully overthrown in
August 1985 by Army Chief of Staff Maj. Gen. IbrahBabangida, the third ranking-member
of the Supreme Military Council. (Bureau of Africakffairs 2011) His tactic to generate
credibility for his regime was particularly inteteg), as he filled some of the official
positions with the harshest critics of the formezgdent Buhari. (Falola/ Heaton 2008: 217)
Under his government, Nigeria finally also adopthe@ Structural Adjustment Program
measures, but without the IMF involvement, whiclowaed Nigeria to reschedule their debts
and avoid the image of a beggar nation. The coresexps were dramatic for the people of
Nigeria as many subsidies were cancelled and b&siessities became barely affordable for
the people. Additionally, the Structural Adjustm&rbgrams failed their goal as they did not
attract foreign investment to help the Nigerianrexuy. (Falola/ Heaton 2008: 217ff)

“Babangida moved to restore freedom of the preskta release political detainees being

held without charge. As part of a 15-month econoam@rgency, he announced stringent pay
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cuts for the military, police, and civil servand$so enacting similar cuts for the private sector.
Imports of rice, corn, and wheat were banned. Bgidanorchestrated a national debate on
proposed economic reform and recovery measuresgchwieportedly convinced him of
intense opposition to an economic recovery packiegendent on an International Monetary
Fund (IMF) loan.” (Bureau of African Affairs 2011)

The increased attention to religion was one of mamsgwers of Nigerians to reply to the bad
economic situation. In 1986 Nigeria entered the aDization of the Islamic Conference
which consists of Muslim states with an InternaglorBody. This was highly and
controversially discussed in Nigeria, as tensiotwben Christian and Islamic organizations
were already very strained. (Library of Congres8&@®; Falola/ Heaton 2008: 222) Finally,
he was forced to shelve the membership in the GQzghon of the Islamic Conference due to
the strong pressure of Nigeria’s Christian commuaitd his own government as he did not
ask them either. The politicization of the religiofead to many riots especially in the
Northern part of Nigeria. (Falola/ Heaton 2008: 22

Finally, in 1989, the preparatory work for the citasion for the Third Republic was finished
and political activity was allowed again. In ApfiB90, Babangida survived an attempted
coup by mid-level officers. Following their failyrehey were executed at the military
tribunal. In December the same year, the firstestaaytisan elections were held which finally
led to state legislative elections in December 1394 postponed the elections as long as
possible as “the dates changes were always accaomopby some crisis that resulted in a
change in the transition procedure, often involvthg banning of politicians or political
parties.” (Falola/ Heaton 2008: 225) The final &tats in June 1993 were indeed peaceful but
the participation was low. The winner of the elestwas a wealthy Yoruban businessman,
Chief Abiola and the SDP, but Babangida again medage annulment of this election.
(Falola/ Heaton 2008: 227) Finally, after more ti&® people had died in riots, Babangida
agreed to a caretaker government and handed pawetahis friend Ernest Shonekan. This
still prevented Abiola from rightfull assuming leadhip of the country. However, Shonekan
also could not solve the serious problems of Nayefherefore, in November 1993 General
Sani Abacha took over the rule, as he forced Sreamék step down, as a military dictator of
the country until his death in 1998. (Falola/ HEa2008: 229)
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Due to the takeover of Abacha, it was hoped thaivbeld lead the country again back to
civilian rule, however he failed. His leadershipswseen as a step backward as he also
oppressed his opponents and the economy decliteadold/ Heaton 2008: 229) The
consequences of his ruling were far reaching ad9@5, as a result of various human rights
violations, the European Union, which already hambosed sanctions in 1993, suspended
development aid, and Nigeria was temporarily exgoeffom the Commonwealth.” (Bureau of
African Affairs 2011) In 1995, Abacha declared-g€e@r transition plan to return to civilian
rule, and he announced himself in 1998 to theiaivipresident, after a sham election. Later
on it was found out that Abacha has embezzledepgmues and transferred it to his personal
account in Switzerland, which was the sum of $4%8nlllion. (Library of Congress 2008:
6) During his term of office, an inflation rate ®50% was created through the printing of an
enormous amount of money which was accompanied twéhreduction of state subsidies of

oil products, such as kerosene. (Falola/ Heato®:2283)

His successor General Abdulsalami Abubakar releadbed major part of the political
prisoners and tried to decrease the incidents ofdmurights abuses among opponents and
journalists. (Bureau of African Affairs 2011) He mtad to trace the country back to
democratic structures. (Falola/ Heaton 2008: 23g¢)w&ll as during Abacha and Abubakar
government, the military provisional Ruling Counwihs the main decision-making organ and
governed by decree. It “(...) was significantly inmeal during the Abacha era by the military
regime's arrogation of judicial power and prohdntiof court review of its action. The court
system continued to be hampered by corruption ackl f resources after Abacha's death.”
(Bureau of African Affairs 2011) To resolve thisoptem, Abubakar constituted different
reforms. (Bureau of African Affairs 2011) BetweeA98 and 1999 elections were hold.
Olusegun Obasanjo, the former military head, caoteabead as a civilian candidate with 62
percent of the votes. (Falola/ Heaton 2008: 235dddnObasanjo new reforms were
implemented, for example a new constitution andréimiilding of the institutions. He could
slow down the decline of Nigeria’s economic sitaatbut he did little to enforce democratic
structures. (Falola/ Heaton 2008: 235)

“Olusegun Obasanjo became the steward of a cosuffgring from economic stagnation and
the deterioration of most of its democratic ingidns. Obasanjo, a former general, was
admired for his stand against the Abacha dictaiprdtis record of returning the federal

government to civilian rule in 1979, and his clainrepresent all Nigerians regardless of
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religion.” (Bureau of African Affairs 2011) His ps&lental term was the longest period of

civilian rule so far in the country and highly dissed within the population of Nigeria. The

economic decline was slowed but the majority ofieeple had to suffer through a decrease
in their standard of living. (Falola/ Heaton 20@85)

Under the government of Obasanjo the country fageuhy riots due to allocation of
resources and religious tension. Furthermore, B02€he criminal Shar’ia was implemented
in several states. In 2003 Obasanjo got re-eledsgdecially in the region of Niger River
Delta, which is oil rich, violence has intensifisthce 2006. As the violence occured from
both political as well as criminal motivation, Niggs security services could not response
adequately to the problem. For all the problemsdabg faced during his two presidential
terms, he attempted to get a third presidentiahtby amending the constitution, but the
National Assembly defeated this. (Bureau of Afrigsifairs 2011) Moreover, Obasanjo was
the head of a group of head of states and govertsme2004 who forced the NEPAD, which
is a strategy that was designed to promote thela@wvent of Africa. (Auswartiges Amt
Deutschland 2012)

New elections were therefore held in 2007 with mitwan 35 political parties participating.
This election was marked by malfeasance and vogeng, as well as violence.

“However, Nigeria experienced its first transitiamf power between civilian administrations when
President Obasanjo stepped down on May 29, 200wlyN#ected President Umaru Yar'Adua, a respected
governor from the northern state of Katsina, pledgeablicly to make electoral reform, peace and scu

in the Niger Delta, and continued electoral reftrimtop priorities.” (Bureau of African Affairs 2@}

Yar'Adua became very ill and flew in 2009 to a treant to Saudi Arabia. His presidential
term was therefore characterized by absence andrpgas handed over to the Vice President
Goodluck Jonathan. He swore in a new cabinet inl 2040 and became president following
the death of the former in May 2010. After the arigad elections in April 2011, President
Goodluck Jonathon was reelected with 59 percetitehational vote, beating his main rival
Muhammadu Buhari,. (Bureau of African Affairs 2011)
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3.2.1. Economy of Nigeria

Nigeria has the second largest economy in Afritter &outh Africa and is the most populous
country. (Auswartiges Amt Deutschland 2011) Siree ¢il — boom in the 1970ies, Nigeria

has neglected other parts of the economy, espeagticulture and light manufacturing and
became highly dependent on its oilexports. Theegfigeria’s trade balance is reliant on the
continual increase in oil prices. The most impdrtaading partners of Nigeria are the US,
India, the countries within the EU, Brasil, Soutlfriéga, and China. The US is the most
important partner for exports, especially oil, &idina is the most important import partner.
(Auswartiges Amt Deutschland 2011) Statistics shbat “in 2002 oil and gas exports

accounted for more than 98% of export earnings amout 83% of federal government

revenue.” (Bureau of African Affairs 2011) Nowadaysounts for around 40% of the GDP.

(Auswartiges Amt Deutschland 2011)

Aside from oil, Nigeria’s revenue consists nowadayghe banking-, telecommunication-,
and the agricultural sectors. The additional raseq$ oil are administrated since May 2011
transparently and efficiently following the founabat of the "Sovereign Wealth Fund"”. This
fund is a separate account at the central bankigerid to ensure stable fiscal politics and to
absorb financial crisis. (Auswartiges Amt Deutsadl&2011) Even when Nigeria’s revenue
from oil was very high, the country had debts iagimore than $36 billion. But “in October
2005 Nigeria and the Paris Club announced a figadeament for debt relief worth $18 billion
and an overall reduction of Nigeria's debt stock$89 billion. The deal was completed on
April 21, 2006 when Nigeria made its final paymantl the books were cleared of any Paris
Club debt.” (Center for Global Development)

Another important “pillar” of Nigeria’s economy nadays is the “informal sector”, which
has developed over the last couple of decadessanthinly dominated by a wide range of
small-scale firms and largely self-employment atigs. (Ekpo/ Umoh w.y) In 2005, this was
estimated to be around 58 percent of the coun@iB. (Oshikoya 2009) The authors Ekpo
and Umoh, assess the informal sector as a “sigmifig [contribution] to national economy in
terms of output and employment. The government muasburage and empower the informal
sector through the provision of conducive policg gysical conditions.” (Ekpo/ Umoh w.y)
One of the obstacles which hinder economic deveéoying the poor infrastructure, especially
in the electricity and transport sectors throughbetcountry. (Auswartiges Amt Deutschland

2011)
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Another important step, which was taken in 20080oter Nigeria's development, was the
foundation of the Economic and Financial Crimes @ossion, whose main tasks are to
combat corruption and white-collar crime. (Auswges Amt Deutschland 2011)

Even though agriculture was neglected by the gowmemt and suffered from great
mismanagement, poor policies, and the lack of bafiastructure, it still counts for two-third
of employment. However, the long-term investmentnadern technology is not encouraged,
due to the mismanagement of the land tenure systBoreau of African Affairs 2011)
Nowadays, over 95% of the agriculture productiomes from subsistence farming and the
whole sector accounts for around 40% of the GDR giowth of this sector within the last
years is enormous, calculated at around 7% to 8%.main focus lies in the cultivation of

yam, maniok and cow peas. (Auswartiges Amt DeusschR011)

Furthermore, Nigeria is an ACP country and theeefdosely works together with the EU in
the context of the Cotonou Agreement. The EDF He main instrument for providing
Community aid for development cooperation in thePAStates and OCT." (EU 2007) Nigeria
received€700 million from the 6th EDF to the 9th EDF, whicbvers the time from 1985 to
2007. The actual 10th EDF (2009 — 2013) providegeNa a volume o580 million and
additional€97 billion. Therefore, Nigeria receives the greateaount of aid flows from the
EU as a single country. The main focus of the coatpmn lies in the promotion of ,good
governance®, human rights, peace and security, els ag trade and regional integration.
(Auswartiges Deutsches Amt 2012; EU 2007)
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4. Econometric Analysis
In this part of the paper, an overview about thdeulying theory is given, and finally, the

findings of the empirical part will be presented.

4.1. Basics of Theory

4.1.1. Differences-in-Differences Estimators
The Differences-in-Differences (DID) estimation hew quite popular to use to analyze
causal relationships for example a specific intetiom. Therefore, it measures the outcome
before and after the intervention. (Bertrand et28i04: 249) In the forthcoming empirical
analysis, the DID is estimated to measure the tsffet the “Treaty Revised” on the trade

flows of Nigeria defined as imports and exports.

Despite this, the application of the DID is sim@ad hinders problems of endogenous
variables which often arise, it has its limitatidnsso far as it is only “appropriate when the
interventions are as good as random, conditionalme and group fixed effects.” (Bertrand
et al. 2004: 250) Another important fact of DIDte estimation of equation which looks like

the following equation, is the serial correlatiaolgem:
Yist = As + By + CXist + Blst + Eist

where Y is the outcome of interest for the individual groug by timeg and |, constructed
as a dummy variable, which gives information if tireup has been affecteds And B are

fixed effects for states and yearss; dre relevant individual controls ang is the error term.

As DID estimators are usually constructed on a ltimg series, used explanatory variables
are often highly positively serially correlated,datine fact thatg| hardly changes over time

within a state, serial correlation needs to be ictemed by applying DID.
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4.1.2. The , Gravity Model*“
Kepaptsoglou, Karlaftis, and Tsamboulas describ¢éhéir paper the basics of the gravity
model and they provide an overview of empiricaldsgs which so far applied the gravity
model (including 2009). The gravity model is mainlyed for explaining international trade
flows, especially when predicting effects of Fremde Agreements (Kepaptsoglou et al.
2010: 1), and “to explain cross-sectional variatiorrountry pairs trade flow in terms of the
countries’ incomes, bilateral distance, and dummayiables for common languages, for

common land borders.” (Baier/ Bergstrand 2005: 1)

The first application to analyze trade flows goeskito Tinbergen (1962) and Pdyhodnen
(1963). Their assumption was that the volume addrbetween two countries increases their
national income and decreases the distance betiireeconomic centers of the trading
partners. The basic model was than augmented emann in 1966 by adding population.
Following this, other researchers added other bkt for example income per capita.
(Zannou 2010: 679)

Most of the recent studies according to Kepaptsogibal. have focused on the effects of
regional trade agreements and currency unionsalyzathe divergence and convergence of
trade flows. (Kepaptsoglou et al. 2010: 2) The gyamodel has long been one of the most
successful empirical models in economic studiest laas produced some of the clearest and
most robust empirical findings; however, “paradaeli they have had virtually no effect on

the subject of international economics.” (Ander2i1: 1) Also, Zannou states in his paper
that “the attraction towards the model was duetdofeatures of a remarkable explanatory

power of diverse economic flows and to its multipges.” (Zannou 2010: 679)

As the gravity model is preferential used to worktoade flow modeling, the studies have

mainly focused on (Kepaptsoglou et al. 2010: 1):
» simulation models that aim at replicating that pimaenon and its impacts, and

» econometric models that attempt to design pattiermsake predictions based on past,

actual performance.

Zannou mentions a third research area where thatgmmodel is used, namely “studies
establishing or testing its theoretical foundatibBannou 2010: 679)
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The gravity model specification is used to analyraele flows and bases on the Newtonian
physics which postulates that trade between twdnees is influenced by their size and
proximity. Even though the gravity model often le®n criticized because of the lack of a
theoretical background, it shows an “excellent erogi robustness”. (Kepaptsoglou et al.
2010: 2)

Usually a panel data set is used for the economatralysis as studies, which used only a
cross sectional data set were unstable. In additianel data provide advantages such as the

observation of individual effects between two partn (Kepaptsoglou et al. 2010: 3)

Another important issue in the models is the depantdariable and the explanatory variables
which can be mainly split up into two groups (Kejsaglou et al. 2010: 3):

» “factors indicating demand and supply of tradingmoies” which are often measured
by one country’s economic and market size, as aglihe income level, population,

area size, and GDP per capita;

» “factors representing the impedance imposed onadetiflow between countries”
include all factors which affect the trade flow\ween partners for example tariffs, the
quality of infrastructure, or remoteness, eitheraimpositive or negative way. Other
impedance factors have been incorporated into fiéreity model to analyze potential
barriers like for example common language, beimglliacked, or participation in a

regional agreement. (Kepaptsoglou et al. 2010: 9)

The most common used technique to estimate théideets of the gravity model is the OLS
(Ordinary Least Squares) method. However, van Wipcand Anderson have advanced the
theoretical foundation of the gravity model in theaper (2003), as they used for their
estimation the NLS (Non-linear least squares) madel supplied therefore evidence of
border effects in trade. (Kepaptsoglou et al. 20Q)0:Baier and Bergstrand provided an
alternative and also simpler way of treating matlélal resistance by applying the fixed effect
model. (Kepaptsoglou et al. 2010: 9)
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4.2. Empirical Analysis on the Impact of ECOWAS on
Nigeria’'s Trading Flows

4.2.1. Materials and Methods
For the evaluation of the impacts of the ECOWASeaty Revised” on the influence of the
trading flows of Nigeria to ECOWAS members and thst of the world, especially the
“northern” trading partners, an augmented formha gravity model is used a constructed
DID estimator for 1993. However, as no data wengored in this year, the DID was
estimated for 1991, the closest year to the “Tr&ayised”.

My dataset is generated from the UN-Database “Cadetrand the “CEPII Gravity Dataset”
which is available for all world pairs of countrigsthin the period 1948 to 2006 and was
generated by Keith Head, Thierry Mayer and Johrs.Riglayer 2010) The variables which
are used in the CEPII Gravity Dataset were gengrfitan the following sources (Mayer
2010):

* Mayer et al. obtained the variables GDP and pojuatrom World Banks’s
Development Indicators (WDI) database. Due to mgssiata and changing names of
countries, they complemented the data from the With estimations of the
population by Angus Maddison and GDP estimatioosfll948 — 1992 provided by

Katherine Barbieri.

* The values for RTA was constructed by three maurcas, namely estimations from
Baier and Bergstrand provided by them in 2007, WAiBO site, and further, more
gualitative data provided by Frankel in 1997. Timoimation of GATT/ WTO
membership came directly from the WTO homepage.ifiteemation on legal origins
of the two countries were taken by Mayer et almfrdndrei Shleifer, whereas the

information of currency unions was taken from Glasid Rose (2002).

* The information for their variables bilateral dista and official language is provided

from the CEPII distance database.
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4.2.2. Theoretical Model

This chapter is closely drawn on the paper of Zanfa®10) who gives a compact overview

about the theoretical part of the model.

The basic form of the gravity model is log lineadaloes not include any restrictions on the

coefficients:

In Xije=ao+a+ & +bjp Zjp+ep, t=1,....T

The variable X is describing the export in the year (t) of a coyit) to another country (j).
zji is the 1xk vector of the explanatory variablg Zhe constant part of the equitation is
consisting of the termyaa, and @, where ais valid for all years of the considered period an
to all country pairs.as only specified for a certain year but commonditb countries, and;a
is specified to a certain pair of countries bualioyears. For the error terny ¢he assumption
is made of normally distribution with the mean @&ra@ and the variance constant for all
observations. Further on, it is assumed that abbreterms are pair-wise not correlated.
(Zannou 2010: 679)
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4.3. Empirical Analysis

4.3.1. Introduction
The econometric analysis will explore the traditayk, imports and exports, of Nigeria to
the rest of the world and especially to the oth€EOBVAS member states between the years
1983 and 2003. Unfortunately because of lack o& datthe COMTRADE database, this
study does not cover the years 1988, 1989, 199R,1093, 1994, 1995, and 1997. As this
database is dependent on the reports of the stategms Nigeria did not report any data to
the UN in those years. No other dataset was usealibe the “Comtrade Dataset” appears to

be the most comprehensive one.

Another problem which occurred by joining the Caade Dataset with the CEP 1l was that
only one common variable, the 1ISO 3 digit codestd. Even though it is an internationally
standard code, both datasets do not always reprémesame country area by the code. — For
example, the “Comtrade Dataset”, defined unded$ia® 3 digit code USA only USA, but the
“CEPIl Gravity Dataset” also included Puerto RicDespite this both datasets were
combined, with the reasoning that the effect ofrRuRico is so small that it can be ignored.
The same problems due to definitions have occuwdelgium-Luxembourg and Belgium,
Ethiopia, and Yemen. However, those countries doseem to have a great effect on the

trading flows of Nigeria, and therefore, they wdedeted from the dataset.

Problems have continuously arisen with countridsclvhave fallen apart because of war and

then joined together (reunions). Therefore, Germaay also removed from the dataset.

In the appendix, all countries are listed which entegrated into the regression analysis,
either in import, and/ or export categories, asl wethe countries which are members of
ECOWAS.

Additional, it is worth emphasizing that not only the dataset incomplete but also that, as
mentioned before, a great part of Nigeria’s econaomnsists of “black” market, as “a matter
of fact (...) many African governments not only condathis economy on the fringe but
encourage it.” (Bods 2001: 34)

57



Estimations

I mport

The first regression analyzes imports within timegpan between 1983 and 2003 (dependent
variable) of Nigeria from the rest of the world.€elaxplanatory variables are the membership
of the export country in the GATT (WTO) (gatt), taea of the exporting country (area), the
GDP in current million US$ (gdp), the populatiorzesiof the exporter country (pop), the
membership of the country within ECOWAS (ECOWAS)e tfact, if the countries are
neighbors (contig), and the weighted distance in#istw).

Therefore, the OL' (ordinary least squares) regression model wasgskke this:

Almporis.g3Y = Bo + BgattX; + BareaX + BgapX3 + BpopXa +

BecowasXs + Beontighe + BdistwX7 + &

The variableAlmportys.g3is constructed from the differeneg, of the import trade flows of
1983 (¥o) and 1991 () and the differencay; of 1996 (y) and 2003 (). Exactly, wasAy;

constructed by the following calculation:

which represents the values after the “treaty esl/isAs between the timespan from 1983 till
1991, only data of 8 years were available, it wiagddd by’ to estimate the average. Equal
to this equationAyo, which represents the trade flows before the yremas constructed by

the estimation:

2 The OLS regression model is one of the best models to use as it allows statistical statements to be done
about the estimation parameters. However, there are assumptions which have to be considered when applying
OLS. A brief summary about these assumptions can for example be read in Reddy, T. (2011): Applied Data
Analysis and Modeling for Energy Engineers and Scientists. USA: Springer.
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- Within the timespan before the treaty came iotad, data of 9 years were available.

After these two equation, again the difference\pfi andAy; was constructed which led to

the result of the variabl&lmports.g3Y .

On the right hand of the equatiofiy is the regression constant, where the explanatory
variablesBgattX,, BareaX, BgdpXs, BpopX4, BeontigXe, andBgismX7 were taken from the CEPII
dataset for the year 1991, afigbowasXs was constructed as a dummy variable to see if the
country is member of ECOWAS or not. Further ets the error term which includes other

factors which might influence the dependent vaaabl

By running the regression through STATA, the comdhaobust was applied as it is used
where least squares regression like the OLS ragressdone. It is always possible to have
some outliers in the regression but instead tougbecthem from data, the “robust regression
might be a good strategy since it is a compromisgvéen excluding these points entirely
from the analysis and including all the data poiatsl treating all them equally in OLS

regression.” (UCLA) Therefore, it weights and reglds least squares regression models.
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The output of the regression analysis of the impbrligeria from the rest of the world is

reported in the following table:

Table 1: Estimation of Importgs.g3 equation: dependent
variable: Almporty;.g3

1)
Import_03_83

gatt -9.672*
(-2.06)

area -1.27e-08
(-0.08)

gdp 0.000000323
(0.75)

pop -0.000482
(-0.20)

ECOWAS 11.94
(1.05)

contig -23.53*
(-2.36)

distw -0.000243*
(-2.27)

_cons 11.00*
(2.30)

N 4859

t statistics in parentheses
* p<0.05, ** p<0.01, *** p<0.001

The column of the coefficients provides informatregarding the prediction of the dependent

variable from the independent variable. The totahher of observation amounts to 4859.

Considering the first explanatory variable gattwés constructed as a dummy variable and
gives information whether the exporting countryaisnember of the GATT which covers
international trade in goods. 1 indicates that éRporting country is member of GATT, O
otherwise. In the last GATT Round, the WTO was @éand came into force 1995. Since
signing the new WTO agreements, including the \gl@ATT (GATT 1994), former GATT

- members officially became “WTO members”. (WTO 2DThe coefficient of the variable is

-9.672002. The interpretation for the variaplegatt is that the predicted import score would
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be 9 points lower than for non GATT — members, imgdall other variables constant. On a
0,05% level this variable is statistically sign#rd which means that it has an impact on the

import flow to Nigeria.

The coefficient of the variable area is -£2% It measures the size of the area of the
importing country. As the coefficient is not sigoént on a 0.05% level, the size of a country

has no influence on the importing trading flow tgéfia.

The coefficient for the next variable, gdp is 0.000323 which is again not statistically
significant at the 0.05% level. Therefore, the Go@fPthe country which exports goods to

Nigeria has no influence on Nigeria’'s import tragipattern.

The coefficients for pop -0.000482, this value gaia not statistically significant at a 0.05%
level, as well as the variable ECOWAS (11.94).

However, the variables contiguity and distance lte €xport country are statistically
significant on a 0.05% level which suggests thattigoity to Nigeria and the distance to

Nigeria are influential to its import trading patte

The correlation matrix of the explanatory variabteses not show any conspicuous feature

which suggests that the variables are not highheddent:

Table 2: Correlationmatrix of the explanatory variables in the Importg;.s3 equation

gatt area gdp pop ECOWAS contig distw

gatt 1.0000
area -0.1519
gdp 0.1736
pop -0.1696 .5373 0.1642 1.0000
ECOWAS 0.0017 -O0. -0.1199 -0.1046 1.0000
contig 0.0947 -0.0498 -0.0725 -0.0632 0.2879 1.0000
distw -0.0858 .2857 0.2632 0.2913 -0.4181 -0.2789 1.0000

.4180 1.0000

ococococoRr
=
'—l
(9, ]
(9, ]
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The descriptive statistic shows the following outpu

Table 3: Descriptive Statistics of the variables in the Importg;_s3 equation

Variable Observations M ean Standqrd Min M ax Source
Deviation
gatt 55365 0.77 0.43 0 1 CEP I
area 55365 1427323 3093172 7 1.71e+07 CEP Il
gdp 52902 455928.70 1117146 33.85 5946900 CEP I
pop 53137 86.83 224.65 0.04 1150.78 CEP Il
ECOWAS 58879 0.07 0.26 0 1 author
contig 55365 0.03 0.17 0 1 CEP I
distw 55365 6583.62 3790.18 475.88 19553.24 CEP I

The column variable indicates all variables whiatrevused in the regression. The column of

the observations only lists the numbers of obseamatwhich were valid for each variable.

The next column lists the mean of the variablesthedstandard deviation gives information

regarding the spread of the distribution of theialdes. Additionally, the sources of the

variables are listed to provide a comprehensivewosa.
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Export

The second regression of the analysis focuses emxport of Nigeria within the timespan
from 1983 to 2003 (dependent variable) to the sé#te world. The explanatory variables are
the same as in the regression before, the mempeatithe import country in the GATT
(WTO) (gatt), the area of the importing countrye@y, the GDP in current mn US$ (gdp), the
population size of the import country (pop), thenmbership of the country within ECOWAS
(ECOWAS), the fact, if the countries are neighb@mntig), and the weighted distance in km
(distw).

Therefore, the OLS regression equitation can baemras follows:

AEXporbz.gsY = Bo + BgattX; + BareaX + BgdpX3 + BpopXa +

BecowasXs + Beontighe + BistwX7 + &;

The dependent variabl&Exporps.gz was estimated analog to the variablenporiys.gs but

instead of the import data, the export data weesl u®n the right hand side of the equation,
the same data were used than in the import equatioerea$y is the regression constant and
eis the error term. Again the command robust wadieghpo have a (re)weighted least square

regression.
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The results of the analysis of the export from Key¢o the rest of the world are reported in

the following table:

Table 4: Estimation of Exportys g3 equation: dependent variable: AExportys gs

(1)
Export_03_83

gatt 32.77
(0.43)

area 0.0000271
(0.84)

gdp -0.000106
(-1.28)

pop -0.595
(-1.15)

ECOWAS 137.6
(0.91)

contig 92.41
(0.83)

distw 0.0705
(1.03)

_cons -269.6
(-1.07)

N 99

t statistics in parentheses
* p<0.05, ** p<0.01, *** p<0.001

The number of observations of 135 tells us, thatehare far less observations for exports
than for imports. This could lead to the assumgtitihat Nigeria does not have as many

exports as imports.
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Conversely, as the reader can see, there is nstistdty significant value at the 0.05% level
which leads one to assume that none of the vagarkeinfluencing the export trading pattern
of Nigeria, no matter, if the country is belongtoge COWAS or not.

Therefore, the regression has been constructed,atps time without oil products, as it is
assumed that the exclusion of oil as a product vbalve an impact on the overall pattern in
the regression (due to Nigeria’s high dependenom foil itself). The following table is

shown underneath:

Table 5: Estimation of Exportyz g3 without oil -and gasproducts equation: dependent variable: AExport_wo0q3.g3

(1)
Export_wo~83

gatt 32.77
(0.43)

area 0.0000271
(0.84)

gdp -0.000106
(-1.28)

pop -0.595
(-1.15)

ECOWAS 137.6
(0.91D)

contig 92.41
(0.83)

distw 0.0705
(1.03)

_cons -269.6
(-1.07)

N 99

t statistics in parentheses
* p<0.05, ** p<0.01, *** p<0.001

The number of significant variables in this outdig not change, however, therefore showing

that it does not make any difference if oil produate included in the regression or not.

The following table shows the correlation matrixtbé explanatory variables of the export

regression (with oil). Again this matrix does nbb# any suspicious features.
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Table 6: Correlationmatrix of the explanatory variables in the Exportys g3 equation

gatt area gdp pop ECOWAS contig distw
gatt 1.0000
area -0.1522 1.0000
gdp 0.1739 0.4179 1.0000
pop -0.1697 0.5375 0.1639 1.0000
ECOWAS 0.0009 -0.1152 -0.1195 -0.1043 1.0000
contig 0.0936 -0.0497 -0.0716 -0.0625 0.2875 1.0000
distw -0.0855 0.2852 0.2627 0.2909 -0.4173 -0.2762 1.0000
The descriptive statistic shows the following outfragression with oil):
Table 7: Descriptive statistics of the variables in the Exportys.g3 equation
Variable Observations M ean Star_1da_1rd Min M ax Source
Deviation
gatt 54409 0.75 0.46 0 1 CEP I
area 54409 1428712 3095657 7 1.71e+07 CEP I
gdp 51990 456803.60 1118282 33.85 5946900 CEP I
pop 52221 870.42 224.95 0.04 1150.78 CEP I
ECOWAS 57865 0.07 0.26 0 1 author
contig 54409 0.03 0.17 0 1 CEP I
distw 54409 6594.63 3788.39 475.88 19553.24 CEP I
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4.3.2. Summary and Conclusion of the Analysis

In the import regression, the variable gatt, thetiguity, and the weighted distance influence
the import to Nigeria from the rest of the worldhaeveas in the export none of the included
variables influence the trade pattern from Nigéoiahe rest of the world. This leads to the
assumption, that ECOWAS has no significant effaeither on imports nor on exports. In

other words, in the case of Nigeria interregiomadé within ECOWAS countries was not

significantly fostered through the “Treaty Revisealid little progress has been made by
ECOWAS to reach the objective to increase econamggration.

As many analysis show that the integration prodess not automatically lead to a different
trading pattern of members of a regional agreeniardither prove nor disprove my research
guestion whether, Nigerian’'s membership to ECOWA&dE to an increased Inter-African
trade. Furthermore, the question whether or not B®S leads Nigeria to more

independence from the “Northern” trading partnéss aannot be answered either way.

Despite this, it is worth stressing that the gaps lamitations of the available data might have
distorted the empirical results. It is importantrtotice that, and to emphasize that regional
trade might be substantially higher than reportad, informal cross-border trade is
predominant in the area of ECOWAS. In the literatilmere are suggestions that “the study of
informal cross-border trade flows should constittlie starting point for formal regional

organization strategies.” (Boas et al. 1999: 1066)
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5. Conclusion and Future Prospects
As the issue of being a member in a regional agee¢rand the effects on the members
trading policy is yet not explored to its extemistissue attempted to shed further light into a
under-researched topic. Therefore, the main foduke work lied within the restructuring
measures of ECOWAS within the “Revised Treaty” (hsgtreaty) in 1993 and the
consequences for Nigeria’s trading policy as wall the theoretical part to integration

processes with special focus on Africa.

Due to the interdependence between Nigeria and EE®VW lot of interesting questions
arose especially as the literature review and theircal part suggested a failure in the
integration process of Nigeria within ECOWAS. Ire tempirical part of this paper, the focus
was to research whether, Nigerian’s membershipGOWAS leads to an increased Inter-
African trade since the “Treaty Revised”; and wieetbr not ECOWAS leads Nigeria to

greater independence from its “Northern” tradingmexs.

As regional integration agreements bring marketsear and initiate more competition,
regionalization can take different institutionalrrfes, ranging from a preferential trade
agreement to custom unions, or a deeper integratlunoh results in the harmonization of
some domestic policies. It could lead to an evemenaeveloped form, such as a fully-
fledged economic, monetary or political union. (®m&994: 34) Consequently, the
membership of a regional agreement does not onhg lam economic component but also

political consequences for the states. (Mansfiditiier 1999: 595)

However, several studies have found out that theréaof a low share of intra-trade in the
region of Africa comes from a greater general failof the countries to abolish or reduce
trade barriers. The reason for this is that theorahof these barriers would not fit in with
their import substitution policies, as countriearfss of tariff revenues. Furthermore, as the
trading structure of the major part of the coustie dominated by primary commodities, it
seems obvious that they wouldn’t trade with eadieot(Oyejide 1996: 8) Despite, trade
being very low in this region, official statisticsually underestimate the rate. It is suggested
that it is three times higher than the officialtistacs. (Demba Thiam 2003: 100) Moreover, if
regional trade agreements have increased intradifrade, they did not improve welfare as

Viners concept suggested. (Yang/ Gupta 2007: 413)
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Due to the results of the literature review ang tper, the process of integration should be
reconsidered. A report in 2000 of ECOWAS sees tharé for the successful integration
process and defines it as follows:

“The prospects for the success of regional intégmain West Africa are enhanced by the focus and
relevance of the ECOWAS integration process, andheystrategies that have been adopted. In other
words, the basics have been created by ECOWAS ke Mé&est African integration a real possibilityidt
worth recalling that the ECOWAS treaty has the ofiye of fostering economic development and raising
the living standard of West Africans. The goal @@&WAS, therefore, goes beyond the simple creatfon o
a common market. It is to make regional integratam effective tool for the development of the
participating countries. This is the focus of thHeamges that the regional integration process has be
undergoing in ECOWAS. It is worth recalling sometbése major developments which have helped to
define more clearly the integration framework, amtdich also provide the basis for the appropriate
strategies to be adopted to accelerate the integratocess.” (ECOWAS 2010: 382)

More than eleven years have passed since thisnsatewas released and hardly any
objectives since this statement have been reael.of the main failures is the lack of the
transition from a theoretical to a physical comnearrency market, which was designed to be
implemented in 2010. It is the believe of many pedbat such a currency could foster intra-
regional trade in the region. The integration psgldo merge the Western African Monetary
Zone (WAMZ) with the West African CFA franc zone psoduce a single currency for
ECOWAS was established in 2000he constructivists theory, for example, explaihe t
failure due to the creation of colonial structureb®ere no monetary convergence can occur.
(Allenson 2009: 10ff) Another obstacle which wagntioned in Allenson’s article is the
boundaries of the post-colonial state, in contirashe social and political integration process
of the pre-colonial era, thus hindering todays oagl integration nowadays. (Allenson 2009:
13)

But in 2010, ECOWAS adopted the policy “West Afnc@ommon Industrial Policy” which
should increase the share of ECOWAS members tB020his adoption follows a global

trend of regionalization in terms of trade integmat (von Uexkull 2011: 3)

In order to make integration work in Africa, Kimuwng suggests that “political willingness
and commitment to regional integration need touly feinforced by Africa’s leaders, who
should not be ‘seduced’ by the success of regimniztives elsewhere for example Europe.”
(Kimunguyi 2006: 17) Therefore, | agree with himat the design and implementation of the
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integration process in Africa has to be adaptedhilenges and realities within the African

context.
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Appendix

Table 8: Profiles of the African Economic Community and regional economic communities®

ECOWAS 1975°® Full economic union Partial free trade area (for unprocessed
goods and handicrafts). Customs union
objective pushed back to 2005.
IGAD 1986 Full economic union Partial free trade area.
I0C 1982 Sustainable Two members (Mauritius and
development Madagascar) have achieved free trade
through cooperation areas.
on diplomacy,
environment,
and trade
MRU 1973 Multisectoral Inactive due to political conflict.
integration
SADC 1992 Full economic union Aim to establish a partial free trade area
by 2010 and full free trade area by 2012.

SACU 1910¢ Customs union Customs union.

UEMOA 1994 Full economic union  Currently a customs union with a
common external tariff in operation
since January 2000.

UMA 1989 Full economic union  Free trade area (due in 1992) not yet

a. Disintegrated in 1977 and reestablished in 1994.

b. Treaty was revised in 1994.

c. Current SACU agreement was signed in 1969.
Source: Economic Commission for Africa, from official sources.

achieved.

This table was taken from the report of the “Ecomo@ommission for Africa” and provides
the reader an overview about the existing regi@mkements in Africa and their date of
establishment, their aims, as well as the statugawh agreement in 2004. (Economic
Commission for Africa 2004: 251f)

B ,Ich habe mich bemiiht, samtliche Inhaber der Bildrechte ausfindig zu machen und ihre Zustimmung zur Verwendung der
Bilder in dieser Arbeit eingeholt. Sollte dennoch eine Urheberrechtsverletzung bekannt werden, ersuche ich um Meldung
bei mir.”
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To understand the landscape of regional agreememddrica, a map from the UNCTAD
secretariat is displayed.It should provide the reader a better understandinthe complex
structure of regional agreements in Africa andrthatiple memberships of African countries.
Additionally, it should emphasize the importancerefional agreements in the context of
Africa.

Table 9: Landscape of regional agreements in Africa®
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“ Source: UNCTAD secretariat, based on Tsangarides, Ewenczyk and Hulej, 2006: 26.
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bei mir.”
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A table from the “Economic Commission for Africa$ iprovided underneath where the
memberships of each country are clearly listed i@otc Commission for Africa 2004:
253f):

Table 10: Membership list of African countries in regional agreements16

Country AEC CEMAC CENSAD CEPGL COMESA EAC ECCAS ECOWAS IGAD 10C MARU SACU SADC UEMOA UMA
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bei mir.”
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Table 11: Countries Description

IMPORT | EXPORT | ECOWAS

Angola X

Argentina X

Aruba

Australia X X

Austria X

Benin X X X

Brunei Darussalam

Bulgaria X

Cameroon X X

Canada X X

Cape Verde X
Chile X

China X X

China, Hong Kong Special Administrative Region X X

Cote d'lvoire X X X

Democratic Republic of the Congo

Denmark X X

Egypt X

Finland X

France, Monaco X X

Gambia X X
Ghana X X X
Greece X

Guinea X X
Guinea-Bissau X
Hungary X

Iceland X
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India
Indonesia
Iran

Iraq

Ireland
Israel

Italy

Kenya
Lebanon
Liberia
Malaysia
Mali
Mauritania
Morocco
Netherlands
New Zealand
Niger
Norway, Svalbar and Jan Mayen
Pakistan
Poland
Portugal
Saudi Arabia
Senegal
Sierra Leone
Singapore
Spain
Sweden
Togo

Trinidad and Tobago

IMPORT

EXPORT

ECOWAS
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Tunisia

Turkey

USA, Puerto Rico and US Virgin Islands
United Kingdom

United Republic of Tanzania
Venezuela

Zambia

IMPORT

EXPORT

ECOWAS
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Table 12: Overview of Empirical Studies relating explicitly to ECOWAS

1%

o

Df

2N

D

|

YEAR AUTHORS OBJECTIVE RESULTS
1994 Kalu N. Kalu A Transactional Analysis of As this study is very
Regional Integration in comprehensive, not all
ECOWAS. findings can be reflected herg
but one of the findings showe
that ECOWAS countries that
had high debt service ratio,
also tended to have higher
levels of intraregional trade,
when Nigeria was excluded
from the analysis.
1995 Mamit Deme The impact of ECOWAS | Her findings suggest that the
States on trade flows of its | regional integration scheme ¢
member countries. ECOWAS has lead to
increasing trade flows betweg
member countries.
1998 Dean M. Hanink and J.  Estimates if ECOWAS is Their findings showed that
Henry Owusu effective in enlarging trade trade patterns have not
among its members. changed within the members
of ECOWAS due to
ECOWAS.
1998 E. Olawale Ogunkola An empirical evaluation gf If the experience of the the
trade potential in the economic  ASEAN trading block is
community of West African | embedded to ECOWAS, intrg
States regional trade will also
increase in this trading block!
1998 Alexander Yeats The examination of The conclusion of Yeats

exchanging trade preference
among Sub-Saharan Africar]

countries.

s research is that Africa's own
restrictive general trade

policies has a major negative

%
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on trade both within and

outside the region

2001 Lucian Cernat Estimation the gross trade The author’s results suggest
creation and diversion effects that a large number of African
resulting from RTA formation| Regional Trade Agreements
for a number of regional trade are trade creating with regard

arrangements among to intra- and extra-regional
developing countries. trade.

2002 Basil Jones The examination of Economic  Jones found out that
Integration and Convergencé convergence in real per capita
of Per Capita Income in West has occurred across ECOWAS

Africa. economies during the timespan
1960-90.
2004 Matthias Busse, Axe|] To investigate the Impact off The authors results suggest
Borrmann and Harald ACP/EU Economic that trade creation exceeds|
GroBmann Partnership Agreements on| trade diversion (in absolute
ECOWAS Countries. levels) in all scenarios which
they used and all West African
countries.

2005 Jacob W. Musila Examination of the intensity d-or the case of ECOWAS, the
trade creation and diversion inresults suggest that ECOWAS

COMESA, ECCAS and doesn't divert the import trade.
ECOWAS.

2005 Rémi Lang To assess the impact of| The results suggest that it ig
liberalization under the EPAS, the case for differentiation and
assuming full liberalization of, less than full reciprocity in the

imports from the EU into EU-ECOWAS EPA
ECOWAS by using the partial  negotiations due to trade
equilibrium WITS-SMART | creation within the members of
model. ECOWAS.
2007 Evans S.C. The examination of the impag¢t The most important finding
Osabuohien of trade openness on economic suggest that trade openness
performance of ECOWAS | has a positively impact to the
members focusing on Ghana economies of ECOWAS
and Nigeria. Members.
2008 Youssouf Kone To assess the prospective Huitsesuggest a positive
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economic and social effects of welfare effect of an EU-
the proposed EU-ECOWAS ECOWAS EPA.
EPAs in Cote d’'lvoire.

2009 Michael Enowbi Batup To provide new empirical The authors results suggest
and Gema Fabro evidence about the that a higher level of per capita
determinants of per capita income within African

income in African countries,| regional groups come from
with particular attention to the  better institutions, higher
effects of governance degrees of regional integratign
institutional quality and sub-| cooperation, higher rates of
regional integration on incomg investment in human capital

level. and lower rates of populatior
growth.
2010 Afio Zannou Examination of factors which The authors findings suggest
affect the intra-community | that depreciation of exchange
trade flows of ECOWAS rates and the openness of

economies determine the
volumes of intra-ECOWAS

trade flows.
2010 Loesse Jacques Esso To re-examine the | The findings within the five
cointegrating and causal countries which the author

relationship between financial examined, financial reforms

development and economic|  should take place in Cape

growth in the ECOWAS Verde, Ghana, Liberia, Mali

countries. and Sierra Leone, while Cote

d’lvoire should promote
economic growth.

| want to emphasize that this is only an overvieeluding the research | am aware of and

might not be complete.
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Abstract

This work deals with the question for the consegesrof Nigeria’'s trading policy within the
restructure measures of ECOWAS within the “Revi$eghaty” (Lagos treaty) in 1993. The
empirical analysis is based on Viner's custom urfeory of 1950 and the following papers
with the main focus on literature in the so calEstond wave of regionalism since the
1990ies. In this timeframe, the theory receivedasgyd amount of new input and new
perceptions, some of which do not agree with Vdmdings in 1950. Particularly, for
developing countries, the major goals of such mgiantegration groups is the provision of
physical infrastructure which indicates transpond acommunication networks, next to

reduction of tariff barriers and other formal restons.

Therefore, the empirical part gives answers if thstructuring of ECOWAS within the
second wave of regionalism has had any consequdendbgeria’s trading policies whilst the

intra-regional trade increased and trade with “Nem” partners decreased.

However, the results mentioned are coupled witdifigs of other papers, namely that the
integration process within ECOWAS so far has faithee to a variety of reasons and
therefore, the design and implementation of thegretion process should be reconsidered.
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Zusammenfassung
Die vorliegende Arbeit beschaftigt sich mit der geanwieweit die Restrukturierung von
ECOWAS in 1993 mit dem ,Vertrag von Lagos“ zu Kogsenzen fir Nigerias
Handelsstrome gefuhrt hat. Die empirische Analyasidst auf der Zollunion Theorie von
Viner von 1950 und die folgenden wissenschatftlicAbhandlungen, vorallem in der zweiten
Phase des Regionalismus in den 1990er, da seittidernneue Erkenntnisse aufgekommen
sind, die nicht mit der urspringlichen Theorie Vgmer aus 1950 Ubereinstimmen. Im
speziellen fur ,Entwicklungslander® ist das Zielnes regionalem Zusammenschlusses,
bessere Kommunikations — und Transportnetzwerketahlieren, sowie Zdlle und andere

Handelsrestriktionen zu eliminieren.

Der empirische Teil der Arbeit liefert die Antworauf die Frage, ob der
Restrukturierungsprozess von ECOWAS in der zweiRlmase des Regionalismus zu
Konsequenzen fur Nigerias Handelsstrome gefuhrtimaspeziellen, ob der Interafrikanische
Handel mit den anderen ECOWAS Staaten forciert evundd ob die Abhangigkeit von

sogenannten nordischen Staaten reduziert wurde.

Jedoch schliel3en sich die Resultate in die Reilre armderen Ergebnissen an, die einen
Misserfolg des Integrationsprozesses aus versamséele Grinden innerhalb der ECOWAS
zeigen. Daher sollte das Design und die Implemamigedes Integrationsstrebens fir Afrika

neu Uberdacht werden.
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