Trade Relations Between
the EU and Africa

Development, challenges and options
beyond the Cotonou Agreement

Edited by

Yenkong Ngangjoh-Hodu and
Francis A.S.T. Matambalya

390311N0Y

Routledge Studies in Development Economics






dashrathd
20018ebbcoverv05b.jpg


Trade Relations Between the EU and
Africa

Trade liberalisation and openness, as linchpins for development, have been flag-
ships of conventional economic policy advice to most African countries over the
last few decades. Much of the orientation of the focus, however, has been on the
impact of international trade on development rather than the requirement that
development should inform the shaping of the international trading system so
that African countries may be able to benefit from such trade. This view has per-
meated both academic debate and the Economic Partnership Agreement (EPA)
negotiation between the European Commission and groups of African Caribbean
and Pacific (ACP) states.

This timely volume advances an alternative set of interrelated, interdiscipli-
nary perspectives and debates which contribute to overlapping genres and dis-
courses, notably how rules of origins may stifle the development dimension of
EPAs, and how special agricultural safeguards may be used in balancing the
effects of trade liberalisation on small farm holders in Africa. It also discusses
the centrality of aid for trade in trade negotiations, and mainstreaming develop-
ment in the EPAs debate to enhance the domestic supply-side in Africa and the
various regional integration processes in the region.

This book focuses on areas of trade that may inform the development dimen-
sion of international trade. With this edited volume, a team of specialists provide
a comprehensive survey of ACP—EU trade and Africa trade relation in the global
context, placing it in its legal, economic and political contexts. The book’s
innovative approach, coupled with a stimulating and accessible writing style,
allows the reader to engage fully with the content. It will be of most value to
students, scholars and related policymakers of international, development and
trade economics.

Yenkong Ngangjoh-Hodu is Lecturer in Law at the University of Manchester
and is also the head of NAI’s Trade and Globalisation programme. Francis
A.S.T. Matambalya is Professor of International Economics and Marketing at
the University of Dar Es Salaam, Tanzania. He is currently working at the
United Nations Industrial Development Organisation (UNIDO) as an Inter-
national Development Consultant.
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Foreword

H.E. Abdoulaye Wade, President of the
Republic of Senegal

After more than three decades of fruitless co-operation, first via the two Yaoundé
Conventions (1963 and 1969) and then via the four Lomé Conventions begin-
ning in 1975, the heads of 79 African, Caribbean and Pacific (ACP) countries set
out to put an end to the history of imbalance in relations between Europe and
Africa by signing the Cotonou Agreement in 2000. Based on three solid, closely
interrelated pillars — policy, economy and trade — the Cotonou Agreement aimed
to abolish the existing system by 1 January 2008 and establish free trade between
partners through Economic Partnership Agreements (EPAs) that would harmo-
nise the current commercial framework with World Trade Organisation (WTO)
regulations. The key principle of the Agreement is that commercial matters must
not eclipse the need for development, but remain subordinate to it. Development
is the end; trade is one of its means.

At the European Union—Africa Summit in Lisbon in December 2007, most of
the African heads of state maintained that EPAs should focus primarily on devel-
opment. This was to be the most important condition of a new, genuine strategic
partnership between Africa and Europe. Of course, all parties hoped that the
EPAs would last for at least two years beyond 2007. The conclusions of
the Lisbon summit crushed this hope. By the end of 2007, 18 African states had
signed the interim EPA on trade in goods. The interim agreements imposed on
these countries a political obligation to do business based on reciprocity with the
European Union (EU), without providing any specific details.

This book, edited by eminent African specialists, lucidly presents a collection
of interrelated arguments and clear proposals as to how commercial relations
between the EU and Africa might be pursued in the future. It contains contribu-
tions that show how the rules of origin can stifle the development dimension in
EPAs, and how special protective measures for agriculture can balance the effects
of liberalised trade on African smallholder farmers. The book also notes how
important aid is to trade during commercial negotiations, and integrates the devel-
opment dimension into the debate over EPAs with a view to increasing domestic
supply in Africa and the various regional integration processes underway there.

Some weak progress has been made towards achieving the Millennium
Development Goals (MDGs) in sub-Saharan Africa, despite persistent protests
against agricultural subsidies and other contradictory commercial measures in
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Europe and America, aiming to level the playing field in the international trade
system. In the meantime, the commission assumes that these economic partner-
ships will facilitate the achievement of the common goal of the EU’s and the
Cotonou Agreement’s development policies (to reduce and hopefully eradicate
poverty), moving in the direction of sustainable development and the progressive
integration of the ACP countries in the globalisation trend. As regards a less-
developed country (LDC) like Senegal, there is reason to be even more prudent
in EPA negotiations. This is because, despite numerous appeals for their post-
ponement, the Commission has consistently raised issues such as investment,
competition and the like not dealt with in the WTO Doha Round regarding
EPAs. In fact, in my country, these EPAs cut 35 per cent out of our budgets.
Consequently, we will have to cut back on schools, pharmacies, hospitals,
projects and roads, and make civil servants redundant and so on.

This is why I have proposed initiating a deeper dialogue for the establishment
of Development Partnership Agreements (DPAs) and of more equal relations
based on five points:

e Agreements between regions of the world: Europe—Africa, Africa—USA,
Africa—Asia.

e Financing of African infrastructures, allowing its economies to be more
competitive.

e  Creating a mixed European—African zone based on emerging economies and
favouring the free movement of people, goods and capital with or without
the right of establishment.

e Agreements on homogenous products.

e Moving industries from Europe to Africa, which would benefit the
continent.

These so-called ‘Singapore issues’ were not necessarily considered instruments
of short-term development. The access of African products to European markets
was a key issue.

This book, containing contributions from great African and international
minds, makes this point clear. China and India are increasingly acquiring a privi-
leged position in African political economies. Generally, the relationship
between Africa and emerging countries continues to grow and awakens great
hope for the continent’s foreign trade.

Paradoxically, hope is being renewed at a time when African countries are
faced with great difficulties and must struggle hard to escape them and embrace
this rapidly changing world of speed, innovation and pragmatism. Globalisation
creates new demands dictated by the paradigms of competition and
competitiveness.

Thus, this book offers valuable ideas on the difficulties that the new wave of
globalisation presents to African countries, and brings to light many considera-
tions that will be of use not only to the academic world, but also to the profes-
sional sector and to policymakers.
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H.E. Jakaya Mrisho Kikwete, President of the United
Republic of Tanzania

The trade relations between the African states and their European Union (EU)
partners have evolved over a long period of time in tandem with the evolving
relations between African and European powers. In the post-colonial era, the
most important blueprint for these relations was provided by the subsequent
arrangements between the European Economic Community (EEC)/EU on the
one side, and their former colonies in the African, Caribbean and Pacific (ACP)
regions, on the other. In this context, a ‘culture’ of Africa—Europe development
co-operation, which was enshrined in the Treaty of Rome of 1957, has essen-
tially provided the basis for trade relations between the African countries and
their European partners for a good part of the subsequent 50 years.

Moreover, with the publication of the Green Paper by the European Commis-
sion (EC) in 1996, which for the first time proposed fundamental changes in the
trade relations between the EU and ACP group of countries, and the signing of
the Cotonou Agreement on 23 June 2000 to this effect, there has been a substan-
tial shift in the concept of ACP-EU development co-operation. The main
innovation through the Economic Partnership Agreement (EPA) enshrined in the
Cotonou Agreement was introducing reciprocity in ACP-EU trade. This move
was intended to make the ACP-EU trade relations conform with the World
Trade Organisation (WTO) rules. Moreover, conscious of the disparities in the
levels of economic development between the ACP and EU economies, a built-in
asymmetry in the EPA trade liberalisation schedules was intended to mitigate
the negative aspects associated with liberalisation shocks.

It was further anticipated by economic theorists that such a move would
encourage ACP economies to strive towards becoming more efficient, and
improve the convergence of the prices of imports by ACP countries with world
market prices.

Despite the purported good intentions of the reforms, a series of challenges
remain for African countries. It appears, among other things, that EPAs are
seriously threatening the regional integration efforts in Africa. Notably, within
the context of the EPA process, the existing African integration blocs have been
disjointed, with their core members falling into different configurations (in fact,
the only exception is the East Africa Community (EAC)).

Also, there are still worries that unless the EU’s practice of trade-distorting
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measures (including the wide range of subsidies) is curtailed, the opening up by
the African economies of their markets will over-proportionally disrupt trade
through the displacement of domestic production and trade diversion. Besides,
there is a genuine risk that, without flanking measures to salvage the industrial
base of the African countries, what little industry there is may be wiped out. Yet
another challenge is that the African countries, which depend on tariff revenue,
may experience over-proportional budget deficits and fragile states may be
further destabilised due to a lack of resources to finance development.

This volume, which has been produced with the generous support of the
Nordic Africa Institute, based in Uppsala, Sweden could not have come at a
more opportune time. Spearheaded by two African scholars, Dr Yenkong
Ngangjoh-Hodu (Nordic Africa Institute) and Professor Francis Shasha Matambalya
(University of Dar es Salaam/SITRADE Foundation/Guest Researcher Nordic
Africa Institute), the publication is based on a thorough analysis of the evolving
Africa-EU trade relations in the twenty-first century under the EPA model of
development co-operation. It captures, in a comprehensive manner, the practical
implications of the dynamics of the Africa—EU trade relations ushered in by the
EPA, and highlights issues of strategic significance for Africa, namely:

e market access issues, i.e. the nature of challenges facing the access of
African exports to EU markets;

e the key concerns and interests of African countries in their negotiations with
the EU, considering the overwhelming commodity dependence of the
African economies;

e the thrust of the aspired-for EPA trade regimes between the EU and various
configurations of African countries;

e the relevance of the evolving EPA trade regime in promoting innovative
economic development in Africa;

e the prospects of the evolving EPA trade regime to stimulate sustainable
development and thereby contribute towards poverty alleviation.

Concrete examples are used to highlight the implications of the unfolding situ-
ation for Africa.

Overall, this book is very valuable for practitioners, academics in Africa, the
Caribbean, the Pacific and Europe, and to students of economics, law and inter-
national relations.
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1 Contextualising the debate of
the Africa—EU trade relations
beyond the Cotonou Agreement

Yenkong Ngangjoh-Hodu and
Francis Shasha Matambalya

Trade between Europe and the Africa, Caribbean and Pacific (ACP) group of
states has been guided by a set of non-reciprocal trade regimes for the past 30
years. The 1975 Lomé Convention and subsequently the 2000 Cotonou Agree-
ment have guided the trade arrangements between the ACP countries and the
European Union (EU). The Cotonou Agreement established the basis for the end
of the non-reciprocal trade regime and for the negotiation of a reciprocal trade
arrangement (the Economic Partnership Agreements (EPAs)) between the ACP
and the EU. According to the European Commission (EC), EPAs are meant to
constitute an integral part of the implementation of the EU-ACP' Partnership
Agreement. They are regarded as integral because of their expected positive
impact on development through trade in ACP regions and countries.

With the initialling of interim EPAs covering trade in goods by the EU and
18 African countries, December 2007 marked a turning point in the long-stand-
ing trade relationship between Europe and Africa. Although international treaty
law imposes no obligations on parties to an initialled agreement to apply the
agreement as it is,” there is political commitment on the parties not to defeat the
object and purpose of such agreements. Implicitly, while initialling the agree-
ment was arguably germane for the EU extension of preferences to the African
ACP countries (AACP) beyond December 2007, certain provisions of the ini-
tialled agreements may still be re-negotiated. For instance, since December
2007, questions have been raised as to the relevance of certain provisions, such
as the standstill and MFN clauses® in most of the AACP-initialled EPAs.

More generally, at least three issues are important for understanding the
essence and implications of the evolving legal framework of trade regimes
between the AACP countries and the EU. These are the merits associated with
international trade, the evolution of regional trade agreements (RTAs) within the
framework of the Multilateral Trade System (MTS), and the integration of devel-
opment dimensions in international trade arrangements.

1.1 International trade and development

Trade liberalisation and openness, as linchpins for development, have constituted
primary elements of policy advice extended to developing countries over the last



