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Introduction

In this interconnected global economy, free trade agreements (FTAs) serve as an essential
instrument for companies aiming to expand their scope and maintain a competitive edge in the
international marketplace. By minimizing tariffs, simplifying customs processes, and enhancing
market entry, FTAs open doors to new growth opportunities. Beyond just easing trade, these
agreements drive economic integration and liberalization?!, offering crucial protections for
investors and intellectual property rights, among other key benefits?.

To assess and compare the effectiveness and comprehensiveness of different FTAs, researchers
and policymakers use free trade agreement indexes. These indexes serve as analytical tools that
measure various dimensions of FTAs to provide a comprehensive overview of how FTAs influence
trade flows, economic growth, and international cooperation.

In this regard, organizations like the Boston Consulting Group (BCG) have developed the Trade
Engagement Index (TEI), a tool that helps to compare economies based on the usage, depth, and
relative strength of trade agreements across six specific dimensions3, which reflects Nations’
trade engagement strategies and competitiveness levels. Additionally, the TEI assists both private
and public sectors in navigating the global trade environment more effectively. It enables
companies to make strategic investment decisions and optimize global value chains, while
governments can use it to drive sustained economic prosperity and achieve critical domestic and
diplomatic objectives.

According to TEI findings, countries are classified into four distinct archetypes, each reflecting a
unique approach to trade liberalization and economic integration. Notably, smaller nations such
as the United Kingdom, Chile, Singapore, Canada, and Mexico, are among the countries that
benefit the most from free trade agreements. These countries are recognized as "Free-Trade
Stalwarts" due to their deliberate use of FTAs, which encompass coverage, liberalization,
enforcement, and a wide range of provisions to ensure access to larger markets and enhance their
trade flows.

In contrast, Egypt, along with countries such as China, India, and Tirkiye, is classified as an
"Independent Mover". This classification reflects their approach of having fewer and less

1 Crane, Kari. “Free Trade Agreements (FTAs): The Ultimate Guide for Exporters and Importers.” The International
Trade Blog, 12 June 2023, available at: https://www.shippingsolutions.com/blog/free-trade-agreements-ftas-the-
ultimate-guide

2 U.S. Department of Commerce. “Free Trade Agreement Overview.” Trade.gov, available at:
https://www.trade.gov/free-trade-agreement-overview

3 Those six dimensions include:” GDP overage, FTA trade-flow coverage, Goods liberalization, Services liberalization,
Breadth (Inclusion of nontrade provisions (IP rights, investment flows, etc.), Enforceability”.
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impactful FTAs. These nations often prioritize protecting their domestic industries over pursuing
broad trade liberalization.

Engaging in FTAs significantly boosts economic activity and job creation

These agreements help to eliminate behind-the-border barriers that would otherwise obstruct
the flow of goods and services, promoting a more stable and transparent trading and investment
environment. FTAs also improve the regulatory framework for intellectual property, e-commerce,
and government procurement, giving businesses and consumers access to a broader range of
competitively priced goods and services, new technologies, and innovative practices. By
promoting regional economic integration, FTAs build shared approaches to trade and investment,
thereby enhancing economic growth, particularly in less-developed economies.* Furthermore,
these agreements enhance the competitiveness of domestic industries by exposing them to
international markets, which drives innovation and efficiency. ®

Three Main Types of FTAs

Trade agreements can be classified into unilateral, bilateral, and multilateral types, each serving
different purposes and involving varying degrees of negotiation. Unilateral trade agreements are
commerce treaties in which a country independently imposes trade restrictions without
expecting reciprocal actions from other nations. These agreements are not open to negotiation
and are exemplified by the Generalized System of Preferences implemented by the EU, USA,
Canada, and the UK. Bilateral trade agreements involve two countries mutually agreeing to
loosen trade restrictions to expand business opportunities between them, typically focusing on
reducing tariffs and granting preferred trade status. An example is the Philippine-Japan Economic
Partnership Agreement. Multilateral trade agreements encompass treaties among three or more
countries, aiming to reduce tariffs and facilitate the import and export of goods and services.
These agreements are often complex and challenging to negotiate due to the involvement of
multiple nations. Examples include the Greater Arab Free Trade Area (GAFTA) and the ASEAN Free
Trade Area (AFTA).®

4 Australian Government Department of Foreign Affairs and Trade. “The benefits of free trade agreements.” About
free trade agreements (FTAs), available at: https://www.dfat.gov.au/trade/about-ftas/Pages/the-benefits-of-free-
trade-agreements

5 Singham, Shanker. “The importance of free trade - and how to derive its full benefits.” Institute of Economic
Affairs, 31 July 2019, available at:
https://iea.org.uk/the-importance-of-free-trade-and-how-to-derive-its-full-benefits/

8 “What is a Free Trade Agreement?” Bureau of Customs, Republic of the Philippines, Department of Finance ,
available at: https://customs.gov.ph/what-is-a-free-trade-
agreement/#:~:text=A%20free%20trade%20agreement%20is,prohibitions%20to%20inhibit%20their%20exchange.
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Signing more FTAs does not guarantee greater economic competitiveness

Entering into more FTAs does not necessarily ensure enhanced economic competitiveness, as the
quality of free trade agreements and their results can vary widely. Additionally, while new trade
deals can receive a great deal of attention, it is rare that they are examined on their relative
breadth, depth, and value creation.

Therefore, Boston Consulting Group (BCG) developed the Trade Engagement Index (TEl), a
valuable tool to help both private-sector companies and governments navigate the complex
landscape of global trade more effectively. BCG analyzed the free trade agreements (FTAs) of
over 100 economies and major trade blocs. Based on this research, they created the TEI to
compare how different economies engage in trade across several measures and to assist
stakeholders in understanding the effectiveness of various FTAs.”

What is the significance of TEl for Private and Government sectors?

TEI holds significant importance for both the private and government sectors as companies in
private sector can gain valuable insights into the strengths and weaknesses of various
governments' Free Trade Agreements (FTAs), allowing them to compare and determine the most
attractive locations for setting up factories or sourcing production inputs. This information is
crucial for making strategic investment decisions and effectively managing overall operational
risk. As a result, companies can better optimize their global value chains and market access,
making their operations more efficient and competitive on an international scale. On the other
hand, Governments can leverage the Trade Engagement Index (TEIl) to understand the trade-offs
associated with different free-trade engagement strategies. This comprehensive analysis allows
them to achieve critical domestic and diplomatic objectives, including fostering international
cooperation, shaping industrial strategies, and mitigating climate change. By gaining a clearer
understanding of the impact of various FTA approaches, governments can make informed
decisions that drive sustained economic prosperity. &

Trade Engagement Index (TEl) Methodology

The TEl measures and compares economies based on their trade agreements by focusing on
several critical dimensions. It examines the usage, depth, and relative effectiveness of these
agreements, concentrating on six specific aspects to offer a comprehensive assessment of trade
engagement across different economies.

7 Boston Consulting Group. “Economies Benefiting Most from Free Trade Agreements.” BCG International Trade /
Article, 26 Feb. 2024, available at:
https://www.bcg.com/publications/2024/economies-benefiting-most-from-free-trade-agreements

8 Boston Consulting Group. “Economies Benefiting Most from Free Trade Agreements.” BCG International Trade /
Article, 26 Feb. 2024, available at:
https://www.bcg.com/publications/2024/economies-benefiting-most-from-free-trade-agreements
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The Six Dimensions of the Trade Engagement Index (TEI)

5.0

GDP coverage GDP of a government’s FTA partner countries
Usage

FTA trade-flow coverage Trade flows with FTA partners vs. total trade flows

Goods liberalization Effectlve_welghted tariff rate across imported

goods with FTA partners
:ﬁg Services liberalization Number of service types provided for in FTAs

Depth - . L. .

Breadth Inclusion of nontrade provisions (IP rights,

investment flows, etc.)

E__' M Enforceability Strength dispute settlement mechanisms

Source: BCG Analysis

Trade Engagement Strategies overview

The TEI classifies countries based on their trade strategies into four distinct archetypes: Free-
Trade Stalwarts, Selective Optimizers, Targeted Allies, and Independent Movers. Each category
reflects different approaches to leveraging free trade agreements (FTAs) based on the extent and
effectiveness of their trade engagements. °

Free-Trade Stalwarts are smaller countries that actively use FTAs to access larger markets and
boost their economies. They significantly contribute to the world’s GDP and trade flows, focusing
on comprehensive coverage, liberalization, effective enforcement, and competitive provisions.
These agreements also secure strategic advantages in intellectual property rights, investment
flows, and labor practices.

Selective Optimizers are countries that engage in fewer but highly effective trade agreements
(relative to the free-trade stalwarts). They focus on liberalizing trade with key partners with
whom they have significant economic ties. Each agreement is carefully chosen to align with their
specific economic goals and priorities, resulting in robust and enforceable FTAs.

Targeted Allies' trade agreements generally show less liberalization and include fewer provisions
on non-trade issues compared to free-trade stalwarts. They also have weaker enforceability
mechanisms. These countries often impose higher tariffs on certain strategic industries while
trading with trade partners. Their agreements tend to focus less on services and non-trade
matters, reflecting their economic structure and strategic priorities. Essentially, these
agreements help Targeted Allies secure access to important trade flows while allowing flexibility
to enact policies to protect key industries.

°The strategy type is selected by calculating the average score of the two dimensions of usage (GDP coverage and
Trade-flow coverage), and the calculations of the average score of the four dimensions of depth (Goods
liberalization, Services liberalization, Breadth, and Enforceability).

Prepared By: Policy Support Unit’s (PSU) Market Intelligence- Egyptian Exporters Association (Expolink)




Building Bridges... Making Friends

exmlink |

ECYPTIAN EXPORTERS ASSOCIATION
J—1pn ol g sjun olld 1o oo

EX(E[LEN(E«I /i

EEDN / ﬂNTERCERT

£INTERCZRT

Independent Movers have trade agreements that are less comprehensive and less effective at
liberalizing trade compared to others. These agreements often provide limited coverage for
goods, services, and non-trade interests. Smaller and medium-sized countries in this group may
prioritize protecting emerging domestic industries, leading to higher tariffs compared to the
more targeted approach of Targeted Allies.'®

The Four Archetypes of Free Trade Strategies

Depth (goods and services liberalization, breadth, and enforceability of FTAs

10 selective Optimizers Free-Trade Stalwarts
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Source: DESTA, BCG Analysis

"Egypt's Strategic Position in Global Free Trade Landscape: A Closer Look at Its Archetype"

In the TEI Scorecard, Egypt is classified as an independent mover, which indicates that Egypt’s
FTAs have limited coverage and are less effective in liberalizing trade of goods and services or
addressing nontrade strategic interests.

Egypt has signed numerous free trade agreements (FTAs) with various countries and trading blocs
to enhance its economic integration and cooperation globally. As of now, Egypt has 29 active trade
agreements. Some of the key agreements include Agadir Free Trade Agreement, EU-Egypt
Association Agreement, Egypt-MERCOSUR Free Trade Agreement, Egypt-Turkey Free Trade
Agreement, and Egypt-Tunisia Free Trade Agreement.!!

10 Boston Consulting Group. “Economies Benefiting Most from Free Trade Agreements.” BCG International Trade /
Article, 26 Feb. 2024, available at:
https://www.bcg.com/publications/2024/economies-benefiting-most-from-free-trade-agreements

" International Trade Centre

Prepared By: Policy Support Unit’s (PSU) Market Intelligence- Egyptian Exporters Association (Expolink)



https://www.bcg.com/publications/2024/economies-benefiting-most-from-free-trade-agreements
https://www.bcg.com/publications/2024/economies-benefiting-most-from-free-trade-agreements

Building Bridges... Making Friends

exmlink |

ECYPTIAN EXPORTERS ASSOCIATION
J—1pn ol g sjun olld 1o oo

EXCELLENCE I
EREN 4 £INTERCZRT £INTERCZRT

Nonetheless, Egypt has a limited number of free trade agreements (FTAs) compared to some
other countries. To strengthen its trade engagement strategy and move beyond its current
classification as an "Independent Mover," Egypt can implement several strategic steps such as:

e Egypt should continue to negotiate and conclude FTAs with a wider range of countries and
trading blocs beyond its traditional partners in the Arab world, Europe, and Africa. This will
reduce its reliance on any single market and increase its bargaining power. For example,
Egypt's recent membership in the BRICS group marks a significant step toward deeper
integration into global trade blocs. This move offers a valuable opportunity to enhance its
trade engagement profile by leveraging the economic cooperation and expanded market
access provided by BRICS.

e Egypt should work to enhance the depth and coverage of its existing FTAs, such as the EU-
Egypt Association Agreement and the Egypt-MERCOSUR FTA, by expanding the scope to
include services, investment, and other areas of mutual interest.

e Egypt's location at the crossroads of Africa, Europe, and the Middle East gives it a unique
advantage as a regional trade and investment hub. It should capitalize on this by positioning
itself as a gateway for foreign companies looking to access these markets.

e Egypt should continue to streamline its customs procedures, upgrade its logistics
infrastructure, and reduce non-tariff barriers to trade. This will make it easier for businesses
to trade with and through Egypt.

e Egypt hasseveral free trade zones that offer incentives such as tax breaks and duty-free access
to foreign investors. It should actively promote these zones to attract more foreign direct
investment and boost exports.

e Egypt should ensure that its domestic policies, such as those related to investment, labor, and
intellectual property, are aligned with the commitments it makes in its FTAs. This will create a
more predictable and attractive business environment for foreign investors.

By implementing these strategies, Egypt can shift from an independent mover to a more
integrated and influential player in global trade, driving sustained economic growth and
enhancing its trade engagement profile.

Prepared By: Policy Support Unit’s (PSU) Market Intelligence- Egyptian Exporters Association (Expolink)




