BRIEFING NOTE
SADC-EU ECONOMIC PARTNERSHIP AGREEMENT:
PROTOCOL 1 ON THE RULES OF ORIGIN

In international trade it is crucial to know the origin – or
“economic nationality” – of goods as it determines the duties,
equivalent charges, or any customs restrictions or obligations
applicable to them.

WHAT ARE RULES OF ORIGIN
They are laws, regulations, and administrative determinations of general application used to determine the
country of origin of a good. To ensure that everybody plays by the same rules, rules of origin must be
formally established for different goods or groups of goods. In commercial policy, distinction is made
between non-preferential and preferential rules of origin.
Non-preferential rules of origin: In the multilateral trade system, governed by the World Trade
Organization (WTO), rules determine the nationality of goods for implementing trade policy measures.
These rules cover:








Whether or not goods are subject to anti-dumping measures.
Safeguard measures.
Labelling issues such as “Made in …” – how the country of origin is determined.
Quantitative restrictions.
The application of Most Favoured Nation (MFN) treatment.
Government procurement regulations.
For trade statistics purposes.

Preferential rules of origin: These apply when two or more countries have a formal bilateral trade
agreement, such as the SADC-EU EPA, and allow for goods to receive preferential treatment diverging
from the WTO MFN principle. The preferential rules of origin of the SADC-EU EPA are set out in
Protocol 1 of the Agreement and determine whether a good is originating.
A good is considered originating if it is either 100% a product of the country of export (also called wholly
obtained goods) or had been sufficiently worked or processed (see Sufficiently Worked or Processed
Products on page 7) according to the trade agreement’s rules of origin, to gain originating status.
Annex II to Protocol 1 of the EPA contains the lists of the working or processing each product must
undergo to obtain preference. 1
Goods that do not meet these criteria are considered non-originating, which means they cannot enjoy
preferential access.
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For ease of reading this Annex II will be referred to as Product Specific Rules (PSR), which if met will give the product originating status.

WHOLLY OBTAINED GOODS






Wholly obtained goods
are finished goods that do
not contain any nono r i g in at i n g ma t e r i a l ,
including from the EU or
from another SADC EPA
country. Article 7 sets out
a list of goods that
are considered wholly
obtained in the territory
of a SADC EPA country or
in the territory of the EU.
The following examples
demonstrate the concept:
Mineral products extracted from their soil or from their seabed, such as table salt mined and packed
in Mozambique.
Fruit and vegetable products in a country, such as oranges harvested and packed in South Africa.
Products from slaughtered animals born and raised there, such as frozen beef cuts from Botswana
from cattle reared and slaughtered in the country.
Goods produced exclusively in a country from products specified in Article 7, such as orange juice
from oranges harvested and juiced in South Africa.
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WHAT IS CUMULATION?
Cumulation allows, under certain conditions, for non-originating materials to be considered as
originating, when used in manufacturing another product. The aim of cumulation is to provide some
leeway for party states to use non-originating materials when such materials are not readily available in
the territories of the parties. Cumulation can also incentivise the creation of value chains between
parties and support deeper regional integration.
Within the context of the EPA, goods can obtain originating status via:



Bilateral cumulation
Diagonal cumulation

Bilateral cumulation
Bilateral cumulation applies between a SADC EPA country and the EU. Under the SADC-EU EPA,
manufacturers in either a SADC EPA country or EU country can use originating materials in the other
country, as if they originated in their own country, to confer preferential originating status on goods
traded between them, provided that the processing undertaken is not minimal (see Insufficient Working
or Processing on page 8).
Goods can also obtain originating status via cumulation of working/processing. This means that
operations carried out on non-originating materials in one partner country can be aggregated with the
operations carried out in the other partner country to meet the PSR.

BILATERAL CUMMULATION OF MATERIALS
Bilateral cumulation, for example,
would allow for textiles from Portugal
(€45) to be used in South Africa to
manufacture life jackets (+€55) for
export duty free to the European
Union (€100) despite not meeting the
PRS (manufacture in which the value of
all non-originating materials used does
not exceed 40% of the ex-works price
of the product).
What if the textiles from Portugal
include materials from China
valued at €30? They may still get duty
free access into the EU if in Portugal the Chinese-originating material is processed more than minimally;
and the material so processed is then exported to South Africa where it is further processed more
than minimally into a life jacket. Cumulation provisions allow the aggregation of the operations carried
out in the EU (value €15) with the operations carried out in South Africa (value €55). After cumulation
the Chinese material (€30) is less than 40% of the ex-works price (€100).
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SOME IMPORTANT CONDITIONS APPLY TO DIAGONAL CUMULATION
1. The country of origin will be the last SADC EPA country where processing
has taken place.
2. SADC EPA countries cannot cumulate with products from South Africa
that do not enter duty free quota free into the EU.
3. To apply diagonal cumulation there must be an agreement on
administrative cooperation between the different parties. There are two
possibilities: either bilateral agreements between the participants in
cumulation or a joint undertaking including more than two participants
which agree on a common text.
4. The origin of materials originating in other ACP EPA countries or in the
OCTs is determined according to the rules of origin applicable in the
framework of the EU’s preferential arrangements with these countries
and territories.

Diagonal cumulation
Diagonal cummulation applies between at least two SADC EPA countries / African, Caribbean and Pacific
(ACP) EPA countries / Overseas Countries and Territories (OCTs) and European Union countries.
Any combination of the following cumulation methods – regional cumulation, diagonal cumulation and full
cumulation – may be used in the manufacture of a product:
Regional Cumulation: Cumulation between materials originating in two or more SADC EPA
countries for exporting their goods to the European Union.
Diagonal cumulation: Cumulation of materials originating in other ACP EPA countries, OCTs or the
European Union.

DIAGONAL CUMULATION – SADC EPA, ACP EPA, OCTs
A South African company produces Heat
Shields (HS 8708) for export to the EU
(€100) and it wants duty free access
into the European Union.
If the company imports aluminium
from India, at €70, it does not meet the
rules for this product (maximum 60%
value added) and subsequently does not
qualify for South Africa-originating status.
But, if it imports aluminium from Kenya,
an ACP country, at €70 (70% of
ex-works), and as long as it is minimally
processed in South Africa, it gets South
Africa-originating status thanks to, in this
instance, the SADC-EU EPA rules on full
cumulation.
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Full Cumulation: Cumulation of working or processing with materials from other SADC EPA
countries, ACP EPA countries, OCTs or EU countries.
When working or processing is minimal, the product obtained is considered as originating in a SADC EPA
country or in the EU only when the value added there is greater than the value of the materials originating
in any one of the other countries or territories.

FULL CUMULATION — SUFFICIENT WORKING OR PROCESSING

Understanding sufficient working or processing: If, for example, Namibia produces vehicles by
assembling parts imported from South Africa, the simple assembling of parts is not considered sufficient
processing (per article 9(1)) so the value added in Namibia would have to be greater than the
value of the parts imported from South Africa.
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The Economic Partnership Agreement (EPA) between the European Union
(EU) and the Southern African Development Community (SADC) EPA
Group came into effect in October 2016. This group comprises the
Southern African Customs Union countries – South Africa, Botswana,
Lesotho, Namibia and Swaziland – and Mozambique.

PROCESS TO DETERMINE IF AND WHEN A PRODUCT
QUALIFIES FOR PREFERENTIAL ACCESS INTO THE EU
UNDER THE SADC-EU EPA RULES OF ORIGIN
The following steps apply to products that are not considered wholly obtained.

Step 1: Determine whether the product was last processed in a SADC EPA country
If it was not last processed in a SADC EPA country, the product does not qualify for preferential access
to the EU under the SADC-EU EPA. This ensures that countries cannot tranship goods through SADC
EPA countries to abuse the preferential market access granted under the Agreement.


Goods from Mexico travellling through South Africa do not qualify for preferential access, but if those goods
are sufficiently worked or processed in South Africa, per Article 8 and Article 9, they would qualify.

Step 2: Determine if the product contains any non-SADC EPA country materials
If the product contains only SADC EPA materials it qualifies for preferential access to the EU under the
SADC-EU EPA. If the product contains any non-SADC EPA materials, the following are crucial for
determining the origin status of the product.


A good produced for export from Namibia would qualify for preferential market access as it only contains
materials from a SADC EPA member, Namibia.



However, a good produced in South Africa that contains materials from South Africa as well as Mexico
would need to be checked against the specific rules of origin for the materials in question as well as the
specific rules of origin for the final good being produced from the materials.

Step 3: Determine the HS classification of any non-SADC EPA materials/
components/goods/products used to produce the product
Identify the specific rule of origin that applies to the imported material(s).


Goods from Mexico, used in the production of the final (export) product, would have to be checked against
the product specific rules in the EPA.



The goods in South Africa, used to produce the final product, would also have to be checked to see if they
contain any non-SADC EPA inputs.



It is also important for the purposes of cumulation to determine where the inputs are from as well as the
level of value addition, and or processing, done in SADC EPA countries.



It also needs to be determined if there are any other rules that apply to the final product.

Depending on the results of the input assessment and the rules applicable to the inputs used to produce
the final product, it might still have to meet product-specific requirements for originating status and
subsequent preferential market access to the European Union.
If the inputs used are considered originating, per the rules of origin, the final product should also be
considered originating. However, if the inputs are not considered originating the final product would
have to be investigated and might still gain originating status via cumulation under the product-specific
rules in the EPA.
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MFN AND OTHER EU PREFERENTIAL CUMULATION
Non-originating materials can also be cumulated in a SADC EPA country if they are subject to MFN duty
free treatment in the EU (Article 5), or if they originate from countries benefiting from preferential duty
free quota free (DFQF) access – Generalised scheme of preferences (GSP, GSP+) and Free Trade Areas
(FTAs) – to the EU (Article 6). Unlike bilateral and diagonal cumulation, conditions to benefit from Article
5 and Article 6 of the Protocol are much stricter.
Conditions for products that enjoy DFQF access to the EU to benefit from cumulation
MOST
GENERALISED
FREE TRADE AREAS
FAVOURED
SCHEME OF
NATION
PREFERENCES
Material from these countries needs to be worked or processed beyond the minimal operations (Article 9(1))
Does not apply to materials which, at importation into the EU, are subject to antidumping or
countervailing duties when originating from the country subject to such duties.
The EU shall notify yearly
A request must be submitted by a SADC
the Special Committee on
EPA state to the EU.
Customs and Trade Facilitation
the list of materials.
Cumulation cannot be
done with tuna products
or materials covered by
safeguards.

Agricultural and fisheries products as
defined by WTO, unless they are DFQF
under an agreement, other than an EPA
with an ACP country.
To support African integration, if all parties
agree, it can also come from a non-ACP
country as long as each country has an
FTA with that country.

SUFFICIENTLY WORKED OR PROCESSED
PRODUCTS ARTICLE 8 AND ANNEX II
With the growth of global value chains, most products now include inputs from more than one country.
Non-originating products can obtain preferential origin if they undergo specific working or process or
several workings or processes during manufacturing and are used in producing goods for which originating
status is claimed. This is the sufficiently worked or processed threshold that cumulation articles refer to.
Three commonly used criteria determine sufficient working or processing. These can sometimes be used
in combination of two or more:
Value addition — the value of the non-originating materials must not exceed a certain % of the
ex-works price of the finished product.
Change in tariff classification — non-originating materials used must have a different HS tariff heading
or subheading from that of the finished good.
Specific rules — specific criteria are indicated, for example a particular process must be performed on
non-originating materials or the product must be produced from a specific raw material.
Furthermore, the SADC-EU EPA allows for derogation to the rule, under the principle of territoriality,
which allows external working or processing of up to 10%, although the principle does not apply to textile
products or products benefiting from the general tolerance rule.
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INSUFFICIENT WORKING OR PROCESSING ARTICLE 9
Certain processes are considered as having such a minor effect on the finished product that they cannot
be regarded as conferring originating status whether the requirements of Article 8 are satisfied or not and
whether carried out individually or in a combination of processes. Some of these processes include:







Preserving operations to ensure the products remain in good condition during transport and
storage.
Breaking–up and assembly of packages.
Peeling, stoning and shelling of fruits, nuts and vegetables.
Washing, cleaning, removing of dust, oxide, oil, paint or other coverings.
Ironing or pressing of textiles.
Simple painting and polishing operations.

There are 18 operations in total in Article 9(1) that are considered insufficient working or processing to
confer originating status.

DISCLAIMER
The practical interpretation and implementation of the rules of origin under the SADC-EU EPA are the responsibility
of the competent authorities. This document provides illustrations of the functioning of the rules of origin but should
not be relied on in the determination of the origin of a product.

FIND OUT MORE
Full text of agreement
http://www.thedti.gov.za/trade_investment/trade.jsp
European Help Desk
The EU is the world’s largest single market and the Export Helpdesk is your
online portal to access it.
http://exporthelp.europa.eu

CONTACT US
The SADC-EU EPA Outreach initiative supports the implementation of the agreement in South Africa by
providing information on its potential benefits. It comprises the Delegation of the European Union to
South Africa, the Department of Trade and Industry, the Department of Agriculture, Forestry and
Fisheries, and the South African Revenue Service. It is funded by the EU.
The views expressed in this paper do not necessarily reflect those of the various partners of the
SADC-EU EPA Outreach South Africa initiative.
https://sadc-epa-outreach.com/
South Africa

European Union

ero_ited@thedti.gov.za
@the_dti

Delegation-S-Africa@eeas.europa.eu
@EUinSA
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