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The West Africa EPA
Development Programme:

Between Conservatism and Innovation
ECDPM

Despite several self-imposed deadlines, West Africa and the EU continue
to negotiate an Economic Partnership Agreement (EPA), as is the case
with many other ACP regions. Beyond market access, EPAs represent

an opportunity to strengthen regional integration and put ‘trade at the
service of development’. EPA provisions must thus be tailored to address
the development objectives of the region. In parallel, accompanying
measures and development assistance to build capacity, implement the
EPA and support domestic reforms must be provided.

It is in this context that the West Africa EPA and positions on what holds the potential to

Development Programme (EPADP/PAPED) be a landmark initiative.
originated. In light of the recent adoption of
the EU’s commitment to this programme - The EPADP/PAPED: A West African

articulated in the Council Conclusions of 10 initiative

May 2010 - and in the context of the Spanish  The PAPED is first and foremost a West-

EU Presidency Seminar on “Strengthening African initiative, which has been elaborated
Regional Integration in West Africa” on by and for the region through a broad
11-12 May in Brussels, TN/ has asked policy participatory approach led by the ECOWAS
makers from both sides to share their insights  and UEMOA Commissions at both the

(Continued on page 3)
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News and publications

In brief

The EU made its formal commitment to the West
Africa EPA Development Programme (commonly
known by its French acronym, PAPED) on 10 May
2010, marking a milestone in the EU-West Africa
EPA negotiations. The commitment includes a
pledge to inject €6.5 billion into the programme
over the next five years. In our lead feature this
month, the European Centre for Development
Policy Management (ECDPM) argues that in a
number of respects the programme has an
innovative potential but suffers from a conservative
commitment by the EU. ECDPM also notes that the
€6.5 billion figure represents support already
identified as forthcoming for PAPED-related
activities.

Against this background, TN/ provides a platform
for an EU and West African representative to
comment on the programme, giving the floor to
Hon. Alhaji Mohamed Daramy, ECOWAS
Commissioner for Trade, Customs and Free
Movement of Persons and Goods, and Soraya
Rodriguez, the Spanish Secretary of State for
International Cooperation.

We also offer two guest features focused on food
security: a theme TN/ has followed closely in recent
months. While there is no doubt that the African,
Caribbean and Pacific (ACP) countries face massive
challenges in ensuring their populations have
secure access to nutritious food, there is less
consensus on the question of whether liberalising
their markets under EPAs will exacerbate the
problem. Shedding new light on this debate, Alan
Matthews, Professor of European Agricultural
Policy at Trinity College, finds little evidence that
the EPAs will threaten the livelihoods of fragile
farmers by opening the floodgates to cheap EU
food products. But he does uncover, to varying
degrees, other border measures that could impact
on food security in ACP countries.

Our next feature, by Professor Timothy Josling,
professor emeritus at Stanford University,
anticipates what we can expect from EU and US
agricultural policies in the coming years, and the
impact of these policies on food security in
developing countries. Finding few reasons to be
overly optimistic on either side of the Atlantic,
Professor Josling stresses the importance of
concluding a deal at the WTO that would constrain
trade-distorting farm policies in the future. He also
suggests that a major food scheme in the US — the
food stamp programme — may offer a model for a
multilateral arrangement that helps rebalance food
and farm policies.

Also in this issue, we feature recommendations for
a development strategy that can be delivered
quickly and painlessly — extending ‘duty-free,
quota-free’ market access to LDCs under trade-
preference programmes. Based on the
recommendations of a recently convened expert
group, Kimberly Ann Elliott, a senior fellow at the
Center for Global Development, offers five practical
steps for implementing trade preferences in ways
that ensure tangible benefits to LDCs.

As always, the editorial team at ECDPM and ICTSD
welcomes feedback or offers to contribute articles.
These can be directed to tni@ictsd.ch.

To subscribe electronically to TN, please go to
http:/lictsd.org/news/tni/ or request a hard copy at:
http:/lictsd.org/subscribe/english/?publication=tni

EU Trade Commissioner lays out 2010-11
work programme

The European Union Trade Commissioner,
Karel De Gucht, sketched out his work
programme for the next year and a half to
the European Parliament’s International Trade
Committee on 5 May 2010. Multilateral trade
liberalisation and rule-making will remain
Europe’s priority, as the European
Commission pursues an ambitious bilateral
agenda with a particular focus on countries
with strong growth potential, said De Gucht.
The most immediate challenge will be to
establish a new General System of
Preferences (GSP) scheme, for which the
Commission will submit a proposal in early
2011. Regarding Economic Partnership
Agreements (EPAs), the Commission hopes to
conclude negotiations with West Africa and
the Eastern African Community this year. The
Commission is also considering how to exert
its authority over international investment
policy. The Commission is expected develop a
comprehensive approach to international
investment policies in the coming weeks,
including a strategy for Bilateral Investment
Treaties (BITs). De Gucht said he wants to
allow individual Member States to maintain
BITs with third countries “for a transitory
period”, but also does not want these
treaties to “hamper the development of a
European investment protection policy”.

For more information see “Karel De Gucht,
European Commissioner for Trade, Speaking
Points: Work Programme for 2010/11,
available at: http://trade.ec.europa.eu/doclib/
html/146123.htm

Cameroon and EU agree to combat
illegal timber trade

Cameroon and the EU have signed a
Voluntary Partnership Agreement (VPA)
aimed at ensuring that only legally harvested
timber from the West African country enters
the European market. Once implemented,
the VPA will apply to all wood products
harvested or produced in Cameroon, which
has long struggled with illegal and
unsustainable logging. When the VPA takes
effect, all wood products exported from
Cameroon to the EU will have to be
accompanied by a license proving that they
were legally obtained and that they were
harvested in a way that retains the health of
the nation’s forests and gives benefits back to
forest communities. Cameroon exported
nearly US$500 million worth of wood and
wood products in 2006. Approximately 80%
of the country’s processed wood is exported
to the EU, while 60% of its raw logs are
shipped to China. This is the third VPA to be
signed in Africa in as many years. Ghana
signed an agreement in 2008 and the
Republic of Congo agreed a deal in 2009.

Source: “Cameroon, EU Ink Timber Trade
Deal”, Bridge Trade BioRes, 14 May 2010

African exporters hit hard by airspace
closure in Europe

African exporters of perishable goods,
particularly horticultural products, were badly
affected in April when the skies over Europe
were closed to flights due a volcano eruption
in Iceland. According to information
compiled by the International Trade Centre
(ITC), countries like Kenya, Uganda, Ethiopia,
South Africa , Tanzania and Zambia — all of
which sell flowers to European markets — saw
a steep decline in exports while flights were
grounded. In the week prior to the air crisis,
84.7 million cut flowers were imported into
Europe, while imports dropped to 46.5
million during the week of 19 April,
according to the Dutch Flower Auctions
Association (VBN). “This crisis illustrates how
natural disasters have highlighted the
vulnerability of airfreight transport and those
who depend on it,” says the ITC, which notes
that total airfreight shipped into and out of
the 16 eurozone countries increased to 9.8
million tonnes in 2008 from 3.1 million
tonnes in 2000.

For more information, see “The Impact of
European Airspace Closures on African
Horticultural Exports”, International Trade
Centre, 14 May 2010, available at: http://
www.intracen.org/docman/PRSR15431.pdf

Reports investigate the impact of EPAs
on women

Recently published case studies shed light on
the gender implications of EPAs in Tanzania,
Mozambique and Jamaica. The studies
conclude that the agreements are unlikely to
lead to job losses for women, given that the
sectors where women are mostly employed
remain protected. However, the EPAs will
impact women in other ways. Revenue loss
from lower tariffs, for example, may hinder
government-run social programmes, with a
disproportionate impact on women.
Moreover, those consumer goods that can be
imported more cheaply will still be
unaffordable to most women. The report
also warns that systemic discrimination limits
women'’s access to infrastructure and assets,
which in turn will frustrate the ability of
women to increase small-scale production.
The recommendations include that trade
impact assessments should consider gender
implications, that resources spent on
trade-related sectors should include a gender
focus, and that trade negotiations and
consultations encourage broad-based
participation.

“Gender Justice in Trade Policy: The gender
effects of Economic Partnership
Agreements”, published by One World
Action and the Commonwealth Secretariat is
available at: http://www.oneworldaction.org/
papers_documents_archives/research/
GenderTradeProject.htm
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Figure 1: Estimated Cost of Programmes by PAPED Axis (Euro) Source: PAPED.
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regional and national levels. In terms of
structure, the PAPED justifies the need for
EPA accompanying measures, related to
regional integration, on two grounds: to reap
the benefits and to mitigate the negative
impacts of the EPA. The PAPED consists of 5
‘axes’ for which EPA development support is
needed, which are broken down further into
different ‘components’ describing areas for
programmatic support. Specific projects are
elaborated at the national level through the
definition of ‘National Operating Plans’ and
an overall financing cost for each component
for the initial five-year time frame has been
provided within the PAPED itself.

A breakdown of these costs by PAPED axis is
shown in Figure 1.

Using these indications, the total estimated
cost of the PAPED as presented in the overall
regional framework is €9.54bn over an initial
period of five years. Two thirds of this
amount is currently earmarked for trade-
related infrastructure, such as rehabilitation
of energy, road and telecommunications
networks' .

One issue of current concern, however, is that
the National Operating Plans of the PAPED, as
currently outlined, appear to demonstrate
significant discrepancies with the regional
framework in terms of identified needs, and
in some cases forecast highly ambitious levels
of funding that might be available under the
programme. While the list of activities
identified in the PAPED should be allowed to
evolve over time to reflect emerging needs, it
will naturally be important to ensure
coherence between the regional PAPED and
underlying national plans. This should be a
priority for West Africa, if the PAPED is to
serve as a credible operational instrument for
the strategic planning of support to West
Africa.

Furthermore, it should be stressed here that

many elements of the PAPED embody goals
with much broader relevance than the strict
context of EPAs. The PAPED sets out a
common regional vision — shared by the two
regional organisations ECOWAS and UEMOA
— of economic integration both within West
Africa and with the wider world. As such, the
PAPED may serve as a useful technical tool
and an invitation for all donors, EU and
non-EU, to engage in a more effective and
coherent approach to addressing the
trade-related needs of the region in general.

The EU response to the PAPED:
conservative estimates

In this respect, and in line with the Aid for
Trade Strategy it adopted in 2007, the EU has
recently agreed to “increase its total aid for
trade in coherence with the gradual increase
in overall development aid towards the
established 2015 target and in response to
needs prioritized by partner countries?”.

In short, while the EU
highlights the availability
of resources to support the
PAPED, the Council
Conclusion falls short of
meaningful new funding
commitments.

29

This commitment will be implemented
through a range of existing channels at the
EU level and through the bilateral
programmes of the EU Member States, as
well as through the contributions to the
region via multilateral agencies, such as the

World Bank, the African Development Bank
(AfDB) and United Nations (UN) bodies.

On the 10th of May, the EU ministers of
development outlined their expected support
to the EPADP/PAPED. Besides reiterating
commitments on aid for trade and aid
effectiveness, the EU estimates that (i) “funds
available for PAPED-related activities from all
of its financing instruments over the next five
years amount to at least 6.5bn Euros”, while
(i) "total aid for trade to West Africa from all
donors can be projected to exceed 12bn US
dollars in the same period®”.

Although the latter amount would appear
sufficient to fully cover the estimated costs of
the PAPED over the period from 2010-2014,
the EU’s approach remains conservative.
Indeed, a recent study conducted by the
European Centre for Development Policy
Management (ECDPM), modelling different
scenarios using historical data, suggests that
these US$12bn (€9.7bn) correspond to the
amount of AfT that could have been
predicted based on the past 3-year average
(2006-2008) of the overall AfT to West
Africa®. In fact, our analysis, based on the
most recent AfT figures available (2008),
indicates that as much as €14bn (US$17.4bn)
of AfT from the donors community to the
region is a more realistic figure.

Moreover, information collected by ECDPM

- and by the European Commission via its
delegations in West Africa and in consultation
with EU Member States - suggests that the
€6.5bn committed by the EU corresponds to
support already identified as forthcoming for
PAPED-related activities.

It is important to note that these figures,
notably for EU member states and in
particular other partners, are underestimated.
Indeed, given that the standard horizon of
donor programming is less than the 5-year
period of the initial phase of the PAPED, the
€6.5bn figure is likely to increase further as
funding cycles progress and as donors
respond to specific requests from West
African countries®. In this respect, much will
depend on the requests coming from partner
countries and the elaboration of the PAPED in
terms of national-level operational plans,
hence the importance, beyond the
mobilisation of resources, to pay attention to
the concrete implementation of the initiative.

In short, while the EU highlights the
availability of resources to support the PAPED,
the Council Conclusion falls short of
meaningful new funding commitments. The
potential of the EU response to the PAPED
therefore lies in its operationalisation.

Beyond the commitment of resources:
operationalising the PAPED

The challenge ahead involves putting the
Programme into operation, through the work
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Figure 2: EU ‘Darlings’ and Orphans in West Africa, 2008 (€ per capita).
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of the West African countries, regional

organisations, and donors, in order to exploit

its potential added value as a strategic
framework for AfT to West Africa.

To do so requires coherence between the
PAPED and other regional and national
strategic frameworks. As a tool designed,
inter alia, to enhance the economic
integration of the region, the PAPED sits
alongside other important regional
integration frameworks in West Africa, most
notably the Regional Economic Programme

of the UEMOA, the Community Development

Programme of ECOWAS, Peace and Security
initiatives and key sector policies (such as in
energy and the ECOWAP in agriculture), as
well as national development strategies.
Effective mechanisms to ensure continuing
coherence and coordinate the frameworks’
implementation will be key to their success.

The merit of the PAPED
and the EU support to it
will depend on the political
will and capacity of both
West Africa and the EU to
effectively translate
principles and good
intentions into coherent
and coordinated actions.

29

Moreover, it will be critical to ensure against
the emergence of ‘aid for trade orphans’
(countries whose AfT needs are neglected),
and that AfT levels remain consistent over

time. OECD figures show that per capita rates

of AfT vary widely between West African
countries (with for example Mali, Benin and
Ghana receiving 3 to 4 times as much as
Togo, Cote d'lvoire and Niger)®. The same
figures also reveal how levels of AfT have
fluctuated significantly on an annual basis.
Given the size and geographical scope of its
various operations, EU donors can help

prevent this by encouraging that all countries

benefit from AfT on a sustained basis,
particularly through rigorous application of
the EU Code of Complementarity and
Division of Labour”.

In the same vein, enough flexibility should be

injected in the operationalisation process of
the PAPED so as to ensure a rebalancing of

priorities and the allocation of funds between
axes according to the demand. Data collected

by ECDPM in the context of the above-
mentioned study suggest a mismatch
between resources currently identified and
the estimated requirements given in the
PAPED. A significant proportion of
forthcoming donor-related PAPED activities

(€3.63bn) are concentrated on PAPED Axis 1,

while the PAPED itself only indicates a need
for about half this amount (Fig 1). By
contrast, all other axes appear underfunded,
with the single most important axis — Axis 3
covering infrastructure — currently facing a
significant shortfall (only €3.74bn provided)

A "precious” first stone

Provided that these concerns are taken into
consideration, the PAPED could well be
successful in achieving its goals, all the more
since it provides the basis for a long-term
engagement process, as well as an improved
way of coordinating internally and together
with other donors, including joint
programming and co-financing initiatives.
This implies, however, that West Africa
ensures a coherent and effective
implementation framework for the PAPED
and that the EU coordinates its support for it
effectively, in line with its commitment to

Issue 5 | Volume 9 | June 2010

apply the Paris Declaration on Aid
Effectiveness, the Accra agendas and the
Council Conclusions of 11 November 2008
on Regional Aft Packages. As a regionally-
owned strategic framework, the PAPED could
be instrumental in facilitating the
implementation of such principles. In this
respect, the recent EU decision to set up “an
efficient operational framework [...] to allow
monitoring and evaluation of the
implementation of PAPED components,
based on existing development budget
frameworks and aid mechanisms in West
Africa and in keeping with international
commitments on aid effectiveness” is a
welcome development.

Ultimately, the merit of the PAPED and the EU
support to it will depend on the political will
and capacity of both West Africa and the EU
to effectively translate principles and good
intentions into coherent and coordinated
actions. As a result, the only conclusion one
can reach at this stage is that, although many
of its “angles still need to be polished”, the
PAPED, conceived as a dynamic framework,
definitely represents a “precious first stone”.

..... A
San Bilal, Melissa Dalleau, Dan Lui and Jeske
van Seters; contact: sb@ecdpm.org

1 These are only first estimates and amounts
need to be reassessed based on concrete
project designs that are strategically well
identified, primarily through the National
Operating Plans.

2 Council of the European Union, Council
Conclusions: EPA Development Programme
(PAPED), 10 May 2010.

3 Ibid.

4 ECDPM. 2010. The EU Commitment to Deliver
Aid for Trade in West Africa and Support the
EPA Development Programme (PAPED). (ECDPM
Discussion Paper 96). Maastricht: ECDPM
http://www.ecdpm.org/dp96
Indeed, almost half of PAPED-related projects
identified in the data (341 out of 749) are due
to be completed by 2011, suggesting that
many donors have yet to fully elaborate their
plans for the period from 2012-14.

6 This picture is by definition incomplete, as
programming of PAPED support is an ongoing
exercise; disparities among countries may reflect
different programming cycles, priorities among
donors (e.g. EU vs. non-EU), absorption capacity
by recipient countries or quality of reporting.

7 Council of the European Union. (2007). Council
Conclusions on the EU Code of Conduct on
Complementarity and the Division of Labour.
General Affairs and External Relations Council
Meeting of 15 May 2007. Brussels: Council of
the European Union. http:/Avww.dev-
practitioners.eu/fileadmin/
Redaktion/Documents/Reference_Documents/
EU_Code_of_Conduct.pdf
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An interview with Hon. Alhaji Mohamed Daramy,
ECOWAS Commissioner for Trade, Customs and
Free Movement of Persons and Goods

TNI: How far has ECOWAS progressed with
the Custom Union?

Daramy: We are currently in the process of
finalising the Common External Tariff (CET).
We will be meeting on 25 May in Accra to
work on the adoption of a 35% tariff under
a fifth band. This fifth band will comprise a
list of products that we still have to agree
on. After that meeting, there will be a
meeting of the ECOWAS technical Trade,
Customs, Taxation, Statistics, Money and
Payments Commission. They will have a look
at a proposal, which will be submitted to the
Council of Ministers. If the Council approves
it, then the proposal will be presented to
our heads of state and government. As you
can see, it is not an easy process, but we are
hoping that we can complete this work by
the end of this year.

TNI: What are the main challenges to
complete it?

Daramy: Getting the bands and products
to be reclassified and accepted by all
member states can be quite challenging in
itself. The question is what criteria should
we use to determine what products go

in what band and who should set it up?
Once we agree on the criteria, we will be
able to move forward on this question

of the CET. Countries can have different
interests, so simply agreeing at the regional
level on these questions is quite difficult.
However, certain criteria related to the
fifth band, termed “products for economic
development”, have been agreed upon.

TNI: Do you believe in EPAs?

Daramy: Absolutely. The major advantage
of an EPA is the fact that, because we

will move away from non-reciprocal
liberalisation, we will need to implement
reforms, notably indirect fiscal reforms and
value-added taxes, which will be beneficial
in the long term. But these reforms will

not come without an upfront cost, and

for this reason we will need to create an
EPA regional fund to support this process.
Because the EU is partly responsible for the
fact that we have to move forward on these
reforms, it will have to financially contribute
to this fund. This idea is shared by all our
member-states.

TNI: One of the contentious issues in EPA
negotiations is the community-levy. What is
your stance on this question?

Daramy: This is a non-negotiable question.
We will not be able to abolish these

community levies. The region is partly
financing itself thanks to them, and as such
they are very important for the functioning
of ECOWAS and the UEMOA Commissions.
In ECOWAS, community levies amount to
0.5% on imports coming from outside the
region. It is necessary, therefore, to define
“custom duties” in a way that excludes
community levies because this financing
mechanism is a predictable source of
revenue, which we want to be the main
source of financing for the region.

TNI: What about the WTO-compatibility of
these community levies in an EPA?

Daramy: Well, what we want is a five-year
transition period after the signature of an
EPA. After five years, we will strive to have
in place an efficient indirect taxation system,
and we will also aim within this period to
move some activities from the informal
sector to the formal economy. The certainty
and sustainability of financing ECOWAS
activities will then be reviewed at this point.

TNI: West Africa and the European Union
have missed many deadlines in concluding
an EPA. What will be different in 2010?

Daramy: Initially the EU thought market-
access opening will lead to development.
We said no. Market-access opening will not
lead to development unless the EU provides
support to EPADP/PAPED and address the
supply-side constraints.

TNI: Is the EPADP/PAPED (EPA Development
Programme) a key condition to conclude an
agreement?

Daramy: Yes, for us it is. For the EU, the key
issue is market opening. Regarding market
access, the mandate we received from our
ministers is to negotiate an offer of 60 to
70%. If you look at the regional average, we
are around 70%. Three countries are above
the 70%: Nigeria, Liberia and Cote d'lvoire.

In terms of the liberalisation schedule, we
are looking at a period of 25 years with

a 5-year moratorium. Why do we need

five years? Once we get money for the
EPADP/PAPED, we will be able to develop
areas such as trade-related infrastructure,
production capacities, intra-regional trade
and other trade-related needs. This is why
we are asking for the five-year moratorium.

TNI: But, so far, the EU in EPA negotiations
has always required at least 80% tariff
liberalization over a period of 15 years.

Daramy: We have a mandate from our
ministers. We cannot go beyond 70%
because we have to look at the situation of
each of our member states, and each case

is different. If we go beyond 70%, some
countries within the region will suffer and
will not accept it. The EU has to show some
flexibility in this regard.

TNI: Do you have any other requirements to
conclude an EPA?

Daramy: Let's work on the CET, and agree
on the 70% market offer. Then, we have
to get support on the EPADP/PAPED - this
is key. If we get sufficient funds for this
programme, we will be able to address
supply-side constraints. If this is done,
there will be no more difficulties. The

last hurdle will be to subject the whole
regional EPA agreement to a critical review
by all stakeholders including our national
parliamentarians.

TNI: On the EPADP/PAPED, are you satisfied
with the response that was provided by the
Council on the 10th of May?

Daramy: Well, they gave us €6.5bn for

the first five years and we were looking for
€9.5bn. If we can get additional support
from China, the US, the World Bank, and
the African Development Bank - fine! But
we are not completely satisfied. If you

look at the allocation of funds right now,
more money is going to axes which are not
priorities for us. The key focus should be
trade-related infrastructure, because once
we have more efficient infrastructure related
to trade, we should be able to develop intra-
regional trade and diversify our economy,
which is a key requirement in West Africa.
In the context of PAPED/EPADP, therefore,
there should definitely be a reallocation of
funds between axes to respond to demand.

TNI: What will you do if, once you have
negotiated an agreement, one country in
West Africa does not endorse the agreement
on paper?

Daramy: Based on the advice of their
ministers and the work we have done,
our heads of states will not do that. As
said previously, we believe in EPAs and all
countries have an interest in concluding an
agreement. The key criteria for accepting
or rejecting the EPA will be if it addresses
the development priorities of West Africa
through strategies for poverty reduction,
diversifying our economies and gradually
enabling our region to integrate into the
global economy.
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A joint path to development: The EU response to the
West Africa EPA Development Programme

Soraya Rodriguez

The EU Council Conclusions
adopted on 10th May 2010,
setting out the European Union’s
response to the West Africa

EPA Development Programme
(EPADP/PAPED), condenses more
than a year of reflection and
discussions, in which Spain has
actively participated, on the way
the Union should respond more
adequately to the challenges faced
by West Africa.

From the outset, | should emphasise the fact
that the PAPED - a programme born in the
framework of the Economic Partnership
Agreement (EPA) negotiations with West
Africa - goes far beyond this context. Devised
first and foremost by and for West Africa,
and taking into account the region’s special
features and future needs, it represents
perhaps the greatest milestone in
development cooperation since the adoption
of the Paris Declaration in 2005 and the
Accra Agenda in 2008.

| should emphasise the
fact that the PAPED - a
programme born in the
framework of the
Economic Partnership
Agreement (EPA)
negotiations with West
Africa - goes far beyond
this context.

The EU fully supports the endeavors
undertaken by countries and organisations in
West Africa towards integrating their
markets. We also appreciate the region’s
determination in the EPA negotiations, and
particularly their efforts to uphold the
Agreement as a development instrument. It is
our belief that the PAPED provides a response
to both of these challenges.

29

The success of this
Programme will be
measured in part by its
eventual export to other
regions and its impact on
the approaches adopted
by other national or
multilateral donors.

29

We must now mobilise resources in the
framework of the PAPED and the European
Union is ready to take on its share of the
financial burden. Currently, the Council
believes that the funding available for
activities related to PAPED for the next five
years amounts to, at least, €6.5bn.
Furthermore, we forecast Aid for Trade
targeting West Africa by all EU donors to
exceed US$12bn (€9.7bn) over the same
period.

As optimistic as we are about the progress
we have made in our cooperation with West
Africa, we remain aware of how much work
still needs to be done.

For one, we must strive to realise PAPED’s
potential as a means to strengthen regional
integration, relying on the convergence of
the various regional development strategies
in West Africa and encouraging the
development of national operational plans.

We must also continue to make progress in
the design of a protocol for implementing
PAPED - one that seeks synergies and a clear
division of labor. Throughout this process, the
EU will pay particular attention to the
problem of ‘orphan’ countries and those
which are lagging behind on the path to
achieving the MDGs.

The success of this Programme will be
measured in part by its eventual export to
other regions and its impact on the
approaches adopted by other national or
multilateral donors. Going forward, |
encourage the EU Member States to work
together with the Commission to make this
instrument a tool that guides our
development cooperation in this new era,
marked by the entry into force of the Treaty
of Lisbon.

The Council Conclusions is but one example
of the serious and responsible response we
want to give to the development needs of
West Africa. Thus, | address our African
partners so that they continue working
towards our shared goals. Now we have the
model, but the work has just begun.
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One MDG that can be achieved now:
Market access for the poorest countries

Kimberly Ann Elliott

Trade preferences can create jobs and reduce
poverty in the world’s poorest countries, but
they often fall short of these goals. In light of
this fact, the Center for Global Development
(CGD) recently convened a working group
made up of members from the academic,
nongovernmental, and business communities
to analyse strengths and weaknesses of
existing preference regimes for LDCs. The
group agreed on five practical
recommendations to make trade preferences
more effective for the world’s poorest people

1. Expand coverage to all exports from
all least developed countries

While average tariffs in rich countries today
are in the low-single digits, their trade policies
discriminate against exports from the poorest
countries, with tariff peaks mostly
concentrated in agricultural and labor-
intensive industries such as textiles, clothing,
and footwear. Thus, the first
recommendation is that rich countries that
have not already done so should immediately
extend duty-free, quota-free access to all
exports from all least developed countries.

Extending duty-free, quota-free market
access for least developed countries would
offset losses that some LDCs would otherwise
expect to see from completion of the Doha
Round and it would produce significant
benefits for several others. African LDCs
would experience the smallest gains, in large
part because they generally have good access
to major markets. But these countries would
certainly benefit more if the EU relaxed its
rules of origin requirements (see the next
section). There is also no evidence in our
analysis that African LDCs would lose out if
the US extended DFQF market access to
other LDCs. Moreover, the estimated effects
on competing producers in rich nations
would be minimal because the poorest
countries account for less than 1% of their
non-oil imports.

2. Relax restrictive rules of origin
Programmes that appear to offer full market
access to LDCs can still prevent countries
from taking advantage, particularly by
making the rules governing how a product is
made overly restrictive. For example, the EU
Everything But Arms (EBA) programme’s
restrictive rules of origin preclude eligibility in
practice for exports of clothing, fish, and
other products, seriously undermining its
usefulness to LDCs.

In 2003, Canada expanded its preferences for
LDCs to 99% of products and relaxed the
rules of origin to allow more global sourcing
of inputs, including for apparel, and the
results were dramatic, as shown above for
Cambodia.

Rules of origin are complex and vary
greatly across countries and programmes.

The Impact of Trade Preference Reform on Cambodian Exports: Canada vs EU
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Harmonising these rules would be helpful,
but this process may prove substantively and
politically difficult. The CGD working group
therefore recommends increased flexibility in
the application of existing rules. This could
be most readily done through a technique
called extended cumulation, which allows
exporters to incorporate inputs from a broad
group of countries, as long as the inputs

are transformed into a substantially new
product. The working group’s preferred
definition of extended cumulation would
permit LDCs to cumulate materials from
nations that are parties to any other
preferential arrangement, whether unilateral
preferences or reciprocal trade agreements.

3. Make trade preference programmes
permanent and predictable

Preference programmes must be predictable
and stable to work effectively. Investors
and buyers take on substantial risk when
preference programmes must be renewed
frequently and when eligibility conditions
are numerous, nontransparent, or

arbitrary. Since 1993, for example, the U.S.
Generalized System of Preferences (GSP)
programme has been renewed or modified
eight times, typically for one to two years,
and sometimes only after the programme
expired. To avoid undermining the value of
preferential access, programmes for LDCs
should be authorized either permanently or
for long periods of time.

4. Promote cooperation between
countries giving and receiving
preferences

Preference-giving countries should work
closely with beneficiaries to identify

and address obstacles to fully utilising
preference programmes. Such barriers may
include costly regulatory requirements in
rich countries or supply-side challenges
in poor countries, including inadequate
infrastructure and weak institutions that
inhibit exporters from taking advantage

of market opportunities. Countries on
both sides should create a mechanism for
cooperation and dialogue aimed at making
the most of preference programmes,
including through better coordinated and
targeted capacity-building assistance.

5. Encourage advanced developing
countries to implement trade preference
programmes that adopt the principles
above

Preference programmes are not just rich-
country tools. Trade among developing
countries nearly doubled from 12% of
total world exports in the early 1990s

10 22% in 2007. Four major developing
countries—Brazil, China, India, and
Turkey—recently announced or adopted
trade preference programmes for least
developed countries. While a welcome
step forward, these programmes would
provide far greater benefits if they gradually
incorporated the core recommendations
above—full product coverage, flexible

rules of origin, and predictability. As in the
high-income countries, implementing these
recommendations would have a negligible
effect on production and overall export
levels in the countries providing preferential
access.

Moving Forward

Extending full duty-free, quota-free market
access to all least developed countries
would have far more power if it is a

project of the G-20, not just the G-8, and
Brazil, China, India, and Turkey are already
showing the way. The G-20 has a number of
opportunities this year to show its leadership
on global development issues and to realise
the Millennium Development Goal of using
trade as a tool for development.

Author
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Economic Partnership Agreements and

food security

Alan Matthews

The African, Caribbean and
Pacific (ACP) countries face a
massive challenge in tackling
hunger and under-nutrition, but
many critics have argued that
the commitments required of
ACP countries under Economic
Partnership Agreements (EPASs)
will make this more difficult. Alan
Matthews investigates the threat
to food security posed by these
agreements.

Concerns over the potential impact of

EPAs on food security relate to the inability
of domestic production in ACP states to
compete with EU agri-food imports, the
restrictions imposed on ACP governments to
address import surges that could undermine
local food production, and the limitations on
the freedom of ACP countries to use tariff
policy and market regulation more generally
to promote the domestic supply of staple
foods. These specific worries about the
potential impact of EPAs have been nurtured
by case studies of the damage caused to
local production by existing EU imports,
often assisted by export subsidies in the
past.

In recent research we investigated whether
the commitments undertaken by ACP
governments when they signed interim/
full EPASs are a threat to food security.’
First, we examine the treatment of agri-
food commaodities in the tariff liberalisation
schedules, focusing on a limited number
(15) of 'staple food commodities'.

Second, we analyse the agreements to
evaluate the significance of disciplines on
the use of other border measures, including
quantitative trade restrictions, export taxes
and subsidies, and safeguard measures for
the policy autonomy of EPA states. Our
normative standpoint is that the purpose

of EPAs is to create a WTO-compatible
system of trade preferences between the
EU and the ACP countries. We therefore
pay particular attention to whether EPAs go
beyond WTO compatibility in their provisions
governing border measures.

The context is given by the size and
structure of existing trade flows between
the EU and ACP states in agri-food products.
One important point to underline is that

the EU is not the major supplier of ACP
agri-food imports, accounting for just one-
quarter of the total in 2006-07, down from
32% in 1996-97. Only in West Africa is the
share still near to 50%, but in a number of
other ACP regions it is below 20%. Nor are
all these imports basic foodstuffs, as drink
imports figure prominently in total value in a
number of ACP regions. The low importance
of EU imports in the total means that the
significance for food security of trade policy
liberalisation relative to the EU alone will be
correspondingly diminished.

It is hard to argue that EPA
tariff liberalisation is going
to open the floodgates to
cheap imports that will
undermine ACP food
security.

29

ACP market access commitments and
food security

From the food security point of view,

what is important is whether staple food
products are excluded as sensitive products
in the ACP tariff liberalisation schedules
and/or whether the tariff reductions on
these products are back-loaded so that
liberalisation occurs towards the end of
the transition period. To assess this, we
examined the situation for fifteen staple
foods (the list includes wheat, rice, beef,
pork, milk powder, soyabean oil, olive

oil, sugar and tomatoes). The dominant
impression is that ACP countries have made

use of the flexibilities in the EPA negotiating
process to exclude from liberalisation
products of importance from the point

of view of food security. Of 225 product-
country/region pairs (15 countries and
regions by 15 products), 132 (59%) have
been excluded from liberalisation.

In those cases where tariffs are scheduled to
go to zero, they will do so gradually: within
5 years for 36% of the product-country/
region combinations, within 6-10 years for
15%, within 11-15 years for 47%, and
after 15 years for 2%. Thus, where tariff
elimination has been scheduled on imports
from the EU, this elimination has been
delayed for more than a decade on half of
these cases.

There is also some evidence that, where
tariffs are scheduled to go to zero, the initial
tariff rate is relatively low. For example,
tariffs on wheat and milk powder are
scheduled to go to zero by 2011 in Cote
d’lvoire and by 2013 in Ghana, but the
initial applied tariffs in both countries are
only 5%. Even in those cases where initial
tariff levels are higher, the EU may be a
relatively minor source of imports, such that
the domestic market price will continue to
be set by the price of imports (including the
MEN tariff) from the major supplier. In this
case, the importers of the EU product will
earn rents while the domestic market price
would be unaffected.?

Even in those cases where the EU is a more
important supplier and the tariff reduction
is passed through in lower prices of the
imported goods, the domestic price need
not fall by the full amount of the tariff if
there is imperfect substitutability because of
consumer preferences for the local product.



Issue 5 | Volume 9 | June 2010

It is thus hard to argue that EPA tariff
liberalisation is going to open the floodgates
to cheap imports that will undermine ACP
food security. However, the tariff reduction
schedules do not capture the full impact of
the agreements on tariff policy. Some (but
not all) EPAs include a standstill provision
which stipulates that no new customs duties
shall be introduced on trade with the EU,
nor those already applied be increased, as
from the entry into force of the agreement.
The main effect of the standstill provision

is to prevent EPA states from raising tariffs
on those products not scheduled for
liberalisation. A standstill clause adds to the
predictability of the trade regime introduced
by an EPA that will benefit business. But

it is hard to understand the reason for the
asymmetric treatment. It seems that the EU
has, more recently, offered more flexibility
in this area, which may help to restore some
greater tariff autonomy to ACP signatories
of the more restrictive EPAs.?

Disciplines on border measures

In addition, our research showed that the
EPA provisions on other border measures
commit the ACP partners to disciplines that
go well beyond what the WTO requires
and could, potentially, damage their food
security. The puzzling feature is that, in
each of the individual agreements, the

EU has agreed to clauses that are more
favourable from the ACP point of view,

but these are not replicated in the other
agreements. For example, some agreements
extend the standstill provision to tariff

lines exempt from liberalisation but not in
others; some absolutely prohibit the use of
export restrictions, although in others they
are permitted to avoid a critical shortage

of foodstuffs; some prohibit export taxes,
although others permit their use for
revenue reasons, or on infant industry

or environmental grounds; in the case of
bilateral safeguard remedies, the SADC
Agreement allows tariffs to be raised to
WTO bound rates, while the others restrict
safeguard remedies to the maximum of the
previous applied rate; and the EPAs generally
lack prohibitions on the use of export
subsidies on agri-food exports by the EU,
although in the CARIFORUM Agreement at
least they are eliminated on products where
the CARIFORUM countries have liberalised.

Also, some agreements include an article
on food security, but not others; although
where a food security article exists it confers
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The potential of EPAs to
improve food security can
only be realised by a focus
on greater agricultural
investment and improved
Institutions.

no new substantive rights or responsibilities.
A revised food security article could justify
the use of additional border measures where
food security was threatened. For example,
this might extend to ensuring price stability
in agricultural markets, particularly in least-
developed countries where producers have
particular difficulties in managing risk. This
would have to come with the caveat that,
for WTO members, it would not diminish
the rights and obligations that each party
has assumed or granted to the other in that
context. However, it could grant non-WTO
members among ACP states some additional
flexibility if they wished to use it.

A substantial economic literature is sceptical
of the efficacy of some of the measures now
barred to ACP governments as a means

to improve food security. But until ACP
governments themselves are convinced by
the merits of these arguments, it sows the
seeds of distrust for the EU to insist that

it knows best. The objective of EPAs is to
allow trade preferences that are compatible
with the WTO agreements. Those limits

to policy measures taken to improve food
security that go beyond WTO-compatible
provisions should be removed either through
renegotiating these agreements or when
establishing full EPAs.

Conclusion

ACP countries continue to face a

massive challenge to reduce the extent

of undernutrition and hunger, and to
reverse their growing dependence on food
imports. While some observers blame

trade liberalisation for these problems,

the fundamental difficulty has been the
lack of investment to improve productivity
and address supply-side constraints. The
considerable heat generated around the issue
of EPAs and food security distracts from the
more important question of what domestic
initiatives ACP countries need to take to

ensure that agriculture can play its role as an
engine of growth and poverty reduction.

Small-scale farmers need access to modern
inputs, resources and technologies — such

as high-quality seeds, fertilisers, feed and
farming tools and equipment — that will
allow them to boost productivity and
production. This requires investment in
agriculture, rather than trade restrictions.
Requiring consumers to pay high prices
simply to maintain an unproductive
agriculture is not a sustainable strategy to
improve food security. The potential of EPAs
to improve food security can only be realised
by a focus on greater agricultural investment
and improved institutions. Resources can be
made available from the EU budget, the EU’s
European Development Fund and bilateral
donors, but the prerequisite is that these
requirements are prioritised by the ACP
countries themselves.
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Trade policy for food security: Farm policies of
developed countries

Tim Josling

Farm policies in developed countries
have been widely blamed for
creating problems for food security
in developing countries. Many of
these criticisms are well-aimed, and
this note will not attempt a defense
against those arguments that

are less than persuasive. Instead,
the intention is to step back and
see in which direction EU and US
policies are moving and weigh the
implications for a food security
framework at the multilateral level.

The nature of developed country farm
policies has changed dramatically in the
past twenty-five years. Governments have
largely given up their role as guarantors

of farm prices and as buyers of last resort.
They have reduced those policy prices that
remain towards world market levels. They
have in most cases given up the practice of
subsidising exports, and even of restricting
exports in times of high prices. They have,
in place of price manipulation, introduced
payments to farmers based on a variety of
criteria only loosely tied to their output of
particular products. And they have in most
cases introduced environmental criteria
into those programmes that make such
payments.

But these policies have largely been
undertaken in an environment of high
tariffs. This has been particularly true

in cases where the product is deemed
“sensitive” in domestic political terms. As a
result of the significant tariffs that remain,
the domestic policy changes have not
reduced markedly the amount of support for
developed country farmers.

So the question arises: has the process of
policy reform at the national level, reinforced
by the Uruguay Round Agreement on
Agriculture, had any significant impact on
food security for developing countries?

In general, the more prices are allowed to
vary in developed countries the less the
variability of world market prices. So a move
to direct payments is inherently stabilising.
But a distinction can be drawn between

the EU and the US in this regard. The US
programmes include direct payments that

are paid even in times of high prices. So

a significant part of US agriculture (corn,
wheat, soybeans, cotton and rice) are
insulated from the full impact of world
market conditions. The EU has moved
almost all its farm payments to the Single
Farm Payments (and Single Area Payments)
scheme, which is not connected to the state
of world markets.

What are the prospects for the further
reform of these expensive and controversial
programmes? And how will the growing
fiscal stringency factor into the debate?
Will we see a continuation of the trend
towards the “decoupling” of support from
production? Will the payments be further
linked to environmental goals and desirable
farming practices? Or will the pendulum
swing back the other way, as fears of food
price spikes lead to concerns over food
security and to the encouragement of
greater production of basic foodstuffs?

The next two years will see decisions taken
that will effectively shape farm programmes
in the EU and the US for the rest of the
decade. The EU’s Common Agricultural
Policy (CAP) needs to be accommodated
within the Union’s next multi-year budget
horizon, for 2014-2020. How much money
the agricultural ministers will be able to
spend on EU rural programmes will be

a major factor in the political decisions

on the budget. In the US discussion of a
new Farm Bill, which will be needed by

the end of 2012, has also started. Again
the struggle will be about the amount of
funding that will be allocated to agricultural
programmes and how much to nutrition and
conservation. And to complete the eternal

triangle, the WTO Doha Round, which

is limping toward a 2011 finishing line,
would, if agreed, put additional pressure on
domestic farm spending after 2012.

The Lisbon Treaty, which came into effect
in December 2009, gives the European
Parliament (EP) a greater say in farm

policy. The agricultural committee of the

EP is likely to try to slow if not reverse

the reform movement and to push the
CAP in the direction of market stability

and protection. It will be left to other EP
committees to emphasize the trade and
development implications of the CAP. So
the new Agricultural Commissioner will
face the challenge of finding a way to steer
the reform of the CAP through both the
conflicting national positions of agricultural
ministers and the more ideological divisions
in the EP. What emerges may be less
coherent than the reform path taken by his
two predecessors.
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The next two years will see
decisions taken that will
effectively shape farm
programmes in the EU and
the US for the rest of the
decade.
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There is less danger of recidivism in the

US, in part because the farm policy has

yet to turn the corner toward broad-

based whole farm payments tied to sound
environmental practices. But reform is likely
to be increasingly difficult to advance in a
period of budget stringency. Most of the
funding for farm programmes is regarded
as "entitlements” and not subject to cuts in
“discretionary” spending, though Congress
can always revisit the provisions of the farm
legislation. The parts of the farm programme
that are more vulnerable to budget cuts

are those that support conservation and
environmental stewardship. The task of the
groups that favor reform will be even more
difficult in 2012.
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The real problem with the
farm policies of the past
half-century has been that
the majority of investment
(including investment in
research) has gone to
stimulating production in
developed countries.
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So the need for speedy conclusion of the
Doha Round is clear. If the draft modalities
from December 2008 survive the end-
game, neither the US nor the EU will have
room in the trade-distorting categories

of domestic support to revive price-based
policies after 2015. In that sense the impact
on food security will be positive. But the
main impact of the Round could well be to
give confidence to investors that agriculture
in developing countries has a more secure
place in the global food system. The real
problem with the farm policies of the past
half-century has been that the majority

of investment (including investment in
research) has gone to stimulating production

in developed countries. Until the balance
is restored the true potential of developing
countries will be underplayed.

In addition, perhaps the largest scheme for
making food more affordable for the poor
has also been in a developed country. The
US Food Stamp programme (now called the
Supplemental Nutrition Assistance Program,
or SNAP) spends about US$50 billion each
year. It is notified to the WTO Agriculture
Committee as a Green Box programme, the
largest component of the Green Box in the
US or any other Member. The distribution of
food stamps is de facto countercyclical, as
support for its financing strengthens when
food prices rise. This is perhaps not totally
in line with notions of global food security,
though it is difficult to argue against it on
these grounds.

While a global food stamp programme
may be fanciful, any tentative move in that
direction might help to rebalance food and
farm policies. The need at times of high
prices and food scarcity is to provide more
purchasing power for poor consumers.
Without this element the trade system
tends to work to their disadvantage: richer
consumers manage to keep up their food
consumption. And much of the benefit

would accrue to developing country farmers,

as they would be in the best position to
supply the food.

The trade framework for the future should
therefore be built upon open markets in
food and agriculture to allow developing
countries to supply both northern

and southern food demand; policies

in developing countries that promote
investment in agricultural production;

the phasing out of production-enhancing
policies in the north in favor of those that

reflect the social cost of intensive farming

in crowded areas; and demand-enhancing
policies in developing countries that shelter
them from price spikes. In more practical
terms this implies a Doha Round cut in
tariffs, by both developed and developing
countries; the reinvigoration of international
investment and assistance to developing
country agriculture, including the unblocking
of technical barriers to such investment;

the elimination of export subsidies and the
capping of trade distorting domestic support
at a very low level in developed countries;
and the development of some mechanism
to transfer purchasing power to poor
consumers in times of high prices.

While a global food stamp
program may be fanciful,
any tentative move in that
direction might help to
rebalance food and farm
policies.
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WTO members meet in small groups in
effort to revive Doha

After almost two years of stasis in the WTO
Doha Round trade talks, different groups of
WTO members are meeting to explore
possible ways forward. Yet, it remains unclear
whether governments will be able to
overcome substantial differences in opinion
on what a multilateral trade deal should look
like.

Senior officials from five influential member
governments - the US, the EU, China, Brazil,
and India - met in Paris in late April to
examine the state of the struggling WTO
talks. That meeting inspired another, broader,
gathering involving 19 countries in Geneva
from 19-20 May.

Michael Punke, the new US ambassador to
the WTO, believes that having member
governments meet in a “constellation of
[different] configurations” could help them
bridge their differences. The new US
ambassador, whose arrival in Geneva was
held up by Congressional Republicans for
several months, has also expressed irritation
with the notion that Washington had not
made it clear exactly what it was seeking.
The Indians, Brazilians and Chinese were
“intimately familiar” with the United States’
objectives, Punke told reporters at a
gathering in Geneva in May. In the industrial
goods negotiations, the US wanted tariff cuts
for “priority sectors” such as chemicals,
electrical equipment, and forest products. In
the agriculture talks, Washington wanted to
ensure that flexibilities for developing
countries would not create loopholes that
undermine market access.

In the markets that the US is targeting,
however, perceptions are rather different.

A Brazilian source said that Washington'’s
approach - outlining specific demands but
not concessions it was willing to make in
return - was “not realistic.” Also unrealistic
were Washington’s demands for far-reaching
market-opening across a significant range of
sectors; US trading partners might have tried
to accommodate them on a small number of
specific issues.

Fisheries talks focus on flexibilities for
developing countries

Establishing appropriate levels of special and
differential treatment (S&DT) for developing
country fisheries subsidies monopolised the
agenda as negotiators met at the WTO from
3 to 7 May. The S&DT focus was pushed
primarily by an in-depth analysis from WWF
of a negotiating proposal tabled by Brazil,
China, India, and Mexico on 11 February (TN/
RL/GEN/163).

The WWF analysis, called “One Step Forward,
Three Steps Back: Comments on TN/RL/
GEN/163,"” was released on 28 April and
presented to negotiators on 3 May. A source
close to the negotiations says that members
picked up on many points brought up in the
17-page document. Of particular interest, the
source says, are the flexibilities that would be
provided to low income countries.

Some parties are concerned that the nature
of the special and differential treatment
afforded to small-scale, artisanal fisheries in
developing countries proposed in GEN/163
could allow for generous subsidies, the
source says. While WWF has stated its
support for broad and effective S&DT, the
green group says the measure outlined in
GEN/163 is tantamount to a “blank cheque.”

There are concerns among some negotiators
that certain elements of the proposal could
lower the former chair’s ambitions, which
conservationists had lauded as progress in the
right direction. Uruguay’s Guillermo Valles
Galmés recently stepped down as chair of the
rules negotiating group, leaving a legacy of
progressive action on subsidies.

With no heir apparent for Valles, those close
to the talks say that parties have been
hesitant to engage in meaningful
negotiation. Observers speculate that the
absence of a chair will likely stall the
negotiations for the foreseeable future.

Delegates seek a new way forward in
agriculture talks

Capital-based officials and Geneva
ambassadors from around 19 countries with
divergent interests met on 20 May at the EU

mission to identify how the agriculture talks
should progress in the months ahead. One
delegate familiar with the informal G-19 talks
said participants are pondering: “‘What are
the processes involved in the next stage, and
what are the politics required to do it?"”, in
preparation for a ministerial level gathering
on the margins of an OECD meeting on
27-28 May.

The G-19 discussion follows talks held in late
April among Brazil, China, the EU, India and
the US. Developing countries at the April
talks underscored the need to include a wider
group of participants in order to ensure an
inclusive and transparent process.

Argentina, China and India have circulated an
informal document that argues for more
wide-ranging talks on the draft “modalities”
- the outline Doha farm deal containing the
formulas and figures for cutting tariffs and
subsidies, and exceptions to them.

The co-sponsors claim that “there are a
number of provisions which need to be
clarified” in order to avoid differences of
interpretation, listing some three dozen
questions that in their view still need to be
addressed. To date, the chair of the farm
trade talks has focused discussion on ten
categories of unresolved issues that are
“annotated” or “bracketed” in the draft text
- such as cuts to cotton subsidies, or the
number of “sensitive products” that
countries will be allowed to shield from tariff
cuts in exchange for expanded import
quotas.

The three countries behind the latest informal
proposal suggest that technical talks need to
go beyond these ten issues. They suggest
that questions warranting further clarification
include the cuts to overall trade-distorting
support; cuts to trade-distorting subsidies in
the WTO's “amber” and “blue” boxes;
arrangements for eventually amending the
current Agreement on Agriculture; the
general formula for tariff cuts; sensitive
products; and proposed disciplines on tariff
escalation and tariff simplification, among
other issues.

This information has been summarised from
ICTSD’s Bridges Weekly Trade News Digest.
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EPA
Update

Melissa Julian

Joint ACP-EU Committee of Ambassadors
considers EPAs’ state of play ahead of
June Joint Council

On 29 April the Joint ACP-EU Committee of
Ambassadors adopted a report from the Joint
ACP-EU Sub-Committee on Trade
Cooperation held on 16 April.! The report
includes five guiding principles for the
continuation of Economic Partnership
Agreement (EPA) negotiations as set out by
the European Commission: identification of
tailor-made solutions to meet the needs of
for individual countries within a regional
agreement; support to on-going regional
integration processes; inclusion of trade-
related rules and services; protection of
sensitive sectors; and progress towards
accompanying measures. The ACP
ambassadors noted the confusion caused by
overlapping trade regimes within regions and
called for their harmonisation. The ACP also
called on the EU to show goodwill and
flexibility by relaxing a number of conditions,
such as those in relation to market
liberalisation coverage and transition periods.
Among other issues covered were the
implications for the ACP of EU trade
agreements with third countries, the EU’s
rules of origin criteria and the implications of
the EU Lisbon Treaty on EU-ACP relations.
The committee also agreed to put forward a
joint resolution on EPAs for adoption at the
June ACP-EU Council. A Joint Committee of
Ambassadors’ Trade Committee meeting was
considering the first draft of the June
resolution on 17 May as TN/ went to press.

Central African EPA meetings not yet held
A meeting of the Central Africa EPA contact
group to establish a work programme for EPA
negotiations had not yet been held as TN/
went to press, although sources indicated
that the meeting may be convened before
the end of May in Libreville. The EPA
Regional Negotiating Committee is also due
to meet in the coming weeks in Kinshasa to
flesh out negotiating positions based on
instruction from their ministers. Sources also
said the EC has requested a joint EPA contact
group meeting to clarify some of the points
included in the conclusions of a February
Central Africa ministerial meeting on EPAs.
The EC would like to hold this meeting after
a joint technical meeting between CEMAC
and CEEAC.

West Africa unswayed by EU’s response to
the region’s EPA Development Programme
The Presidents of ECOWAS and UEMOA and
representatives from the region’s member
states said the EU’s response to West Africa’s
EPA Development Programme (better known
by its French acronym: PAPED) provided
insufficient EU funds. The remarks were
made during a high-level seminar organised
by the EU’s Spanish Presidency on the EU’s
role in strengthening regional integration in

West Africa held in Brussels on 11-12 May, a
day after the EU’s response to the PAPED was
adopted. ECOWAS and UEMOA complain
that the estimated €6.5 billion to be provided
under PAPED is not enough to cover the costs
related to the implementation of the EPA’s
trade liberalisation commitments or for
adequately boosting the region’s productive
capacity and competitiveness.?

The Presidents of
ECOWAS and UEMOA
and representatives from
the region’s member
states said the EU’s
response to West Africa’s
EPA Development
Programme provided
insufficient EU funds.
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The PAPED, which sets out a comprehensive
framework to address the region’s
development needs in relation to the EPA,
was initially estimated by West Africa at
€9.5bn over the next five years. The EU’s
conclusions in response to the proposal®
emphasise that West Africa must take the
lead while EU Member States will strive to
increase their aid for trade. In addition to the
€6.5bn over five years under PAPED, the EU
said total aid for trade to West Africa from all
donors is projected to exceed US$12bn
(€9.7bn). The PAPED also provides an
opportunity for more effective Aid for Trade
delivery under West African leadership,
including joint programming and co-
financing initiatives, according to the EU.

A meeting of West African EPA experts and
the EPA Ministerial Monitoring Committee
held in Bamako from 3-7 May reviewed the
EPA negotiations’ state of play and made
recommendations for the way forward in the
next round of negotiations with the EU
scheduled to be held in June.* Ministers
reiterated their rejection of the EC proposal
to include a Most Favoured Nation clause in
the EPA on the grounds that it could restrict
South-South trade, although they are willing
to consider the MFN provision on a case-by-
case basis when West Africa offers trade
preferences to third countries. They also
maintained their position that there is no
need for a non-execution clause to be

included in the EPA, as the existing ACP-EU
Partnership Agreement provisions can be
used if deemed necessary. They also
reaffirmed their position that, before
concluding the EPA, the EU must give an
appropriate response to PAPED financing,
including operational plans, assurances of
additional financing, and a clear schedule.

EC DG Trade Director, Peter Thompson, was
in Nigeria for bilateral meetings at the end of
April and is quoted in the press as saying that
the EPA negotiations have reached a point
where a political resolution of outstanding
issues is necessary.”

East and Southern Africa region preparing
for July-August round of EPA negotiations
There have been no EPA meetings over the
past month, but the ESA region continues to
prepare for the next round of technical and
political level negotiations to explore ways of
resolving the contentious issues based on a
reality check of what is feasible in a full and
inclusive EPA. The ESA will write to the EC
summarising the region’s position on the way
forward.

East African Community optimistic that
Framework EPA can be signed this year
There have been no EPA meetings over the
past month. However, there are plans to
convene joint expert-to-ministerial level
meetings from 7-9 June to consider the
outstanding issues and potentially agree to
sign the initialled Framework EPA before
year's end. The EAC secretary general, Juma
Mwapachu, told Reuters that the EC is
accommodating the region’s concerns on
development issues and he is optimistic that
an agreement is forthcoming. The Tanzanian
minister of trade, Mary Nagu, says the EAC
will not sign until the EC gives firm
commitments on development assistance.®
Rwandan trade officials also indicate that the
most contentious issues have been agreed
upon and that the main outstanding issues
now relate to the EU’s commitment to
provide additional development resources for
EPAs in areas such as energy, infrastructure
and agriculture’

Addressing the impact of an EPA on SADC
regional integration efforts remains a
priority

Southern African Development Community
(SADC) technical working groups on market
access, services and investment, unresolved
negotiating issues, and rules of origin
subcommittee meetings were held in
Johannesburg from 10-14 May. These follow
a preparatory meeting to discuss the
outstanding issues and the way forward in
the SADC EPA negotiations, held on 6 May.
These meetings will culminate in a 17-20 May
meeting of SADC senior officials and EPA
ministers.
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An EU-South Africa ministerial dialogue
meeting was held in Brussels on 11 May.8
The joint communiqué from the meeting
states that both sides engaged in an open
discussion on the EC-SADC EPA and on the
implications that these negotiations could
have on current processes of regional
integration in Southern Africa. The parties
took note of the recent communication from
the SACU Council of Ministers to the EU
Trade Commissioner and his reply (see
below). Both sides agreed to urgently pursue
the negotiation and resolution of all
outstanding issues.

14

South Africa and
Namibia fear the EPAs
could leave some
countries in the region
worse off and could
impair regional
integration efforts.
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The EC put forward a proposal on 7 May for
an EU decision on the conclusion of the
agreement between the EU and South Africa
amending the Trade, Development and
Cooperation Agreement (TDCA).° It covers
further liberalisation of trade, minor
adjustments to the title on development
cooperation, updating the wording of several
provisions concerning EU-South Africa
cooperation, and the addition of new
provisions on such matters as terrorism, the
International Criminal Court, weapons of
mass destruction, mercenaries and small
arms. The TDCA negotiations on trade and
trade-related matters were suspended
pending the outcome of the EPA
negotiations. On 24 February, the EC
requested EU Member States to amend the
schedules of 53 tariff lines in the EU-South
Africa TDCA to match those applied to the
same EU products by Botswana, Lesotho, and
Swaziland in the interim EPA. This is intended
to preserve the uniformity of the Southern
African Customs Union’s (SACU) external
tariff.'® This is still pending agreement in the
EU Council. The EC says there is nothing to
prevent South Africa from joining the EPA
when they wish, but EU sources indicate that
parallel regimes are likely.

The EU Council adopted a decision approving
the accession of South Africa to the revised
ACP-EU Partnership Agreement (the
“Cotonou Agreement”) on 26 April."!

EU Trade Commissioner Karel De Gucht's
reply to a letter from SACU Ministers on EPAs
was leaked to the press.'? SACU had written
to the Commissioner in February setting out
the concerns of Namibia and South Africa in
the ongoing negotiations towards a
comprehensive regional EPA and requesting
that the EU cease its demands for the
notification, ratification and implementation
of the signed interim EPAs with some SADC
Member States. South Africa and Namibia
fear the EPAs could leave some countries in
the region worse off and could impair
regional integration efforts. In the case of
SACU, such an outcome may also cause
complications related to the administration
and integrity of SACU’s Common External
Tariff. SACU called instead for renewed
efforts towards a collective completion of the
EPA. The SACU Ministers also requested a
ministerial level meeting be held to discuss
EPAs with the new EU Trade Commissioner.
De Gucht's reply maintains the EC position
that the SADC EPA countries concerned
should swiftly complete signature,
notification and implementation of the
interim EPA and that the EU is willing to
address all pending issues and concerns
including the need to preserve the integrity of
SACU Common External Tariff. No timelines
were set out in the Commissioner’s reply.

SACU heads of state and government
meeting in Windhoek on 22 April launched
centenary celebrations for the world’s oldest
customs union and adopted a new vision and
mission for SACU. The SACU political leaders
agreed to translate this vision into a strategic
work programme to serve as an engine for
regional integration and development.'® The
new plan aims to position SACU at the centre
of the SADC economic integration agenda.'

Joint Cariforum-EU EPA Council of
Ministers hold inaugural meeting

The Joint Cariforum-EU EPA Council took
important procedural steps to ensure the
effective implementation of the EPA, '
including adopting rules of procedure for
establishing the framework of the conduct of
mechanisms established under the EPA. They
also agreed on rules of procedure for the
Joint CARIFORUM-EU Council, the
CARIFORUM-EU Trade and Development
Committee, special committees set up under
the EPA, dispute settlement and code of
conduct for arbitrators and mediators under
the EPA. Participants endorsed the proposal
for Maxine McClean, Minister of Foreign
Affairs and Foreign Trade of Barbados and
Chair of CARIFORUM, to serve as

CARIFORUM’s “High Representative” to the
European Commission. He will serve until
December 2011.

The Joint EPA Council meeting was held in
the margins of a EU-Cariforum summit,
which adopted a joint communiqué and an
outline for a joint Caribbean-EU partnership
strategy.'® The outline sets out the elements
of a common vision and shared priorities,
including the promotion of sustainable
development by building capacity for the
implementation of the EPA. The approval of
the outline paves the way for the
formulation, adoption and implementation of
the joint strategy. It was proposed that the
CARIFORUM and the EU establish a technical
working group to develop an enhanced joint
Caribbean-EU partnership strategy.

Ralph Gonsalves, Prime
Minister of St. Vincent
and the Grenadines,
said the EU must ensure
that its other bilateral
trade agreements are
not pursued at the
expense of the
Caribbean region.
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At the Cariforum-EU summit, Ralph
Gonsalves, Prime Minister of St. Vincent and
the Grenadines, said the EU must ensure that
its other bilateral trade agreements are not
pursued at the expense of the Caribbean
region, guarantee the effectiveness of
accompanying and support measures
intended to provide relief to the Caribbean
region and urgently undertake an assessment
of the impact of trade liberalisation with Latin
America on CARIFORUM countries. He
focused in particular on the situation with
regard to EU support and third-country trade
agreements in relation to rum, sugar and
bananas.

The Caribbean-EU EPA Consultative
Committee, which will have a role in
monitoring the implementation of the EPA,
notably, its social, environmental and
economic provisions, is currently being
formed. Membership must be approved by
the Joint CARIFORUM-EC Council.
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Pacific Forum Trade Ministers discuss Aid
for Trade

No EPA meetings were held in the region
over the past month, but Pacific Forum Trade
Ministers meeting on 26 April in Pohnpei
agreed on measures to boost trade and
investment to help increase growth and
development in Pacific island countries. These
will be presented to Forum leaders at their
meeting in Port Vila in August.'”” Ministers
also received an update on Aid for Trade
programmes in the region, including the
Forum secretariat’s trade-related work
programme for the current period.
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Calendar and resources

ACP-EU Events

June
31/05-  64th session of the
01/06  ECOWAS Council of

Ministers, Abuja, Nigeria

31/05- 91st session of the ACP

03/06  Council of Ministers,
Ouagadougou, Burkina Faso
31/05  EU-West Africa technical

-04/06 negotiations on rules of origin,
Ouagadougou, Burkina Faso

2-3 2nd Africa-France Business
Meeting, Bordeaux, France

4 35th session of ACP-EC Council
of Ministers: signing ceremony
for 2nd Revision of the Cotonou
Agreement, Ouagadougou,
Burkina Faso

7-9 EU - EAC negotiation round at the
ministerial level, Brussels, Belgium
(event TBC)

10 Curacao-EU-CEDA seminar on
regional integration, Curacao

7-11  EU-West Africa technical officials
meetings on market access and
services, Ouagadougou, Burkina
Faso

8-9  AU-EU College-to-College
meeting, Addis Ababa, Ethiopia

Resources All references are available at: www.acp-eu-trade.org/library

1" 10th International Economic
Forum on Africa, Paris, France

14-15 CEDA-Government of St. Lucia
EPA seminar, St. Lucia

17-18  COMESA infrastructure
conference, Nairobi, Kenya

17-18  30th meeting of the CARICOM
Council for Trade and Economic
Development (COTED), Guyana

21-22  Seminar for ACP journalists based

in the EU, Brussels, Belgium

22 EC DG Trade civil society meeting
on the state of play of Economic
Partnership Agreements, Brussels,
Belgium

28-30 COMESA meetings of the

Committee on Trade in Services,

Livingstone, Zambia

TBC SADC senior officials and
ministerial meetings on EPA,
Gaborone, Bostwana

TBC COMESA Council of Ministers and
Summit meetings, place TBC

TBC Extraordinary Summit of CEMAC
Head of States, Brazzaville

TBC PACP trade officials and ministers
meeting on EPA, Nadi, Fiji

July
4-7 31st Conference of the CARICOM
Heads of Government, Jamaica

7-9 EESC regional seminar of ACP-EU
economic and social interest
groups, Addis Ababa, Ethiopia

15-16  Workshop on civil society and the

Africa-EU Strategy, Addis Ababa,

Ethiopia

Summit of the African Union on
“Maternal, Infant and Child Health
and Development in Africa”
(possibly preceded by civil society
pre-summit) Kampala, Uganda

19-27

TBC SACU summit of the Council
of Ministers and Heads of
Government, South Africa

TBC ESA-EC EPA meeting and technical
round (place TBC)

August
ESA-EC senior officials EPA
negotiations, Manzini, Swaziland

(TBQ)

21-23

27 ESA EPA Council, Manzini,
Swaziland (TBC)

WTO Events

June
1-3 Trade Policy Review Body —
Malawi
21-23 Trade Policy Review Body —
Honduras

July
5-7 Trade Policy Review Body —
Chinese Taipei

26-28 Trade Policy Review Body — The
Gambia
29-30 WTO General Council

To subscribe electronically to TNI, please go to

http.//ictsd.org/news/tni/
or request a hard copy at:

http.//ictsd.org/subscribe/english/?publication=tni

The EU Commitment to Deliver Aid for Trade in
West Africa and Support the EPA Development
Programme (PAPED), ECDPM Discussion Paper
96, ECDPM, May 2010 www.ecdpm.org

Trade and Production Adjustments in ACP
Countries: Lessons from the Caribbean
Rum Programme. Braun-Munzinger, C. and P.
Goodison. 2010, ECDPM Discussion Paper 97,
www.ecdpm.org

Draft Council Conclusions - EPA Development
Programme (PAPED) - Adoption, Council of the
European Union, 26 April 2010,
register.consilium.europa.eu

EU Council President’s reply to letter from
the Chair of the European Parliament’s
International Trade Committee on Relations
between the European Parliament and the
Council on the EU’s Common Commercial
Policy, Council of the European Union, 23 April
2010, register.consilium.europa.eu

Council Decision on the Conclusion of a
Geneva Agreement on Trade in Bananas
between the European Union and Brazil,
Colombia, Costa Rica, Ecuador, Guatemala,
Honduras, Mexico, Nicaragua, Panama, Peru
and la and of an Ag on Trade
in b the p Union and
the United States of America, Council of the
European Union, 26 April 2010,
register.consilium.europa.eu

Printed on 100% recycled paper

Speaking Points: Work Programme for
2010/2011, Karel De Gucht, European

C issi for Trade, P ion to
the European Parliament Committee on
International Trade, 5 May 2010, trade.
ec.europa.eu

Proposal for a Council Decision on the
conclusion of the Agreement between
the p C and its
States, of the one part, and the Republic of
South Africa, of the other part, amending
the Ag on Trade, Devel and
Cooperation, Council of the European Union, 10
May 2010, register.consilium.europa.eu

Joint Communiqué following the EU-
CARIFORUM Summit, Council of the European
Union, 17 May 2010, ec.europa.eu

The EU, Latin America and the Caribbean (LAC)
Strategic Partnership at the eve of the Madrid
Summit - Working Together in a Globalized
World, Europa Memo, 17 May 2010, europa.eu

Regional Economic Outlook 2010: Sub Saharan
Africa, IMF Report, April 2010, www.imf.org

Gender Justice in Trade Policy. The Gender
Effects of Economic Partnership Agreements,
Marzia Fontana and others, One World Action.
April 2010, www.oneworldaction.org

Supporting Regional Integration in East and
Southern Africa, Eva Bursvik, JB Cronjé, Willemien
Denner et al., Tralac and the Royal Danish Embassy,
April 2010, www.givengain.com

Reconsidering Regional Integration in Sub
Saharan Africa, Colin McCarthy, in Supporting
Regional Integration in East and Southern Africa,
Tralac and the Royal Danish Embassy, April 2010,
www.givengain.com

The Global Financial and Economic Crisis and
its Impact on Sub-Saharan Economies, Colin
McCarthy in Supporting Regional Integration in East
and Southern Africa, Tralac and the Royal Danish
Embassy, April 2010, www.givengain.com

Africa’s Continental Integration Agenda:
Suggestions for African Countries and
Regions, William Mwanza, In Supporting Regional
Integration in East and Southern Africa, Tralac and
the Royal Danish Embassy, April 2010,
www.givengain.com

A Review of the Impact of Regional Integration
on Trade within SADC: an Assessment of SADC
FTA Case Studies, Taku Fundira, In Supporting
Regional Integration in East and Southern Africa,
Tralac and the Royal Danish Embassy, April 2010,
www.givengain.com

Trade in Services and the Regional Integration
Process in Southern Africa, JB Cronjé, in
Supporting Regional Integration in East and
Southern Africa, Tralac and the Royal Danish
Embassy, April 2010, www.givengain.com

The State of Regional Trading Arrangements in
Southern Africa: Options and Considerations,
Taku Fundira, in Supporting Regional Integration

in East and Southern Africa, Tralac and the Royal
Danish Embassy, April 2010, www.givengain.com

Protectionism, Trade Remedies and Safeguards:
A Quick Guide for African Countries, Willemien
Denner, in Supporting Regional Integration in East
and Southern Africa, Tralac and the Royal Danish
Embassy, April 2010, www.givengain.com

South Africa and the ‘More Favourable
Treatment’ Clause in the SADC-EU Economic
Partnership Ag (EPA) negotiations, Eva
Bursvik, in Supporting Regional Integration in East
and Southern Africa, Tralac and the Royal Danish

Embassy, April 2010, www.givengain.com

Export Restrictions on Strategic Raw Materials
and Their Impact on Trade, Jane Korinek and
Jeonghoi Kim, Trade Policy Working Paper, OECD,
29 March 2010, www.oecd.org

Geographical Distribution of Financial Flows
to Developing Countries 2010, OEDC Report, 22
April 2010, www.oecdbookshop.org

Binding Constraints to Trade Expansion: Aid
for Trade Objectives and Diagnostics Tools,
Jean-Jacques Hallaert, Laura Munro, OECD Trade
Policy Working Paper, 02 December 2009,
www.olis.oecd.org

German Aid for Trade: Past Experience, Lessons
Learnt and the Way Forward - Country Case
Study Mozambique, Matthew Stern and Nial
Condon, GTZ, May 2010. www.gtz.de

Doing Good Business in Africa. How Business
can Support Development, Africa Progress
Panel, Concern Universal, Policy Brief, March 2010,
bcta-initiative.org



