The ACP-EU Economic Partnership Agreement (EPA)

Approach to the Negotiations


The 25 years of Trade and Economic Cooperation between the ACP countries and the European Union (EU) under the successive Lome Conventions and now the Cotonou Agreement will be put into new perspectives in the context of the forthcoming negotiations of EPA’s between the two groups of countries.

2.
So far Trade and Economic Cooperation is based on the extension to the ACP of enhanced market access through trade preferences.  In fact all industrial products and about 85% of products of agriculture and agro industries from the ACP are subject to quota free and duty free treatment on the EU market.  Under special commodity agreements, a number of ACP countries have tariff quotas on products such as meat and veal, rhum, bananas and of course sugar.  The nature of the agreement on sugar (sugar protocol) is distinct from the other commodity Protocols in that it is of an indefinite duration and the price is guaranteed.  Consequently the protocol beneficiary countries can export fixed amount of products at zero duty.  Given the fact that the prices under the protocol are generally tied up to the administrative prices in the EU market, i.e the prices paid to EU farmers producing similar products, the protocol prices are generally higher than the normal world market prices.  The reason being that under the orderly arrangement of the EU market (OAM) or under the common agricultural policy (CAP), price support is provided to products falling under the OAM or the CAP.  The end result being that such support increases significantly the price practised in the EU market.  Mauritius, which benefits of a quota of 507 000 tonnes of sugar under the sugar protocol obtains prices for its sugar almost 2-3 times higher than world market prices.

3.
The duty free benefits for all the other products have always provided an edge to ACP suppliers in terms of competition.  Tariffs applied on Textiles and Clothing from third countries, for instance are to the tune of 12-14% on average.  Products like canned tuna attract even higher duty ranging between 24-30%.  The margin of preferences for the ACP countries over third country imports (the difference between the duty free access for the former and the rate applicable to the latter) is quite substantial in many cases and confer a definite competitive advantage.  This is precisely the reason why the EU remains the prime market of almost all the ACP countries and will remain so for still a long time.

4.
The provisions of the Lome Convention relating to trade have been rolled over into the Cotonou Agreement until the year 2008.  Starting from 1st January 2008, a new Agreement on trade and economic cooperation, tagged as Economic Partnership Agreement will operate as a replacement to the current non reciprocal preferential trade regime that governs trade relations between the ACP and the EU.  The Cotonou Agreement contains detailed provisions on the nature of the Agreement to be negotiated, the time frame for the negotiations and the level at which negotiations should take place.  The Agreement provides for; quote

“Economic Partnerships Agreements shall be negotiated during the preparatory period which shall end by 31 December 2007 at latest.  Formal negotiations of new trading arrangements shall start in September 2002 and the new arrangements shall enter into force by 1 January 2008, unless earlier dates are agreed between the parties.”

5.
The Cotonou Agreement also provides that the EPA’s should fully conform to the requirements of the WTO on regional trading arrangements.

6.
As regards the procedures to be adopted, it is stipulated that

“negotiations of EPA’s will be undertaken with ACP countries which consider themselves in a position to do so, at the level they consider appropriate and in accordance with the procedures agreed by the ACP group, taking into account regional integration process within the ACP”.


The Agreement goes on further to indicate that in 2004 an assessment will be made and for those countries that are found not to be in a position to enter into EPA’s, alternative possibilities will be examined to provide a framework for trade which is equivalent to the existing situation.  Emphasis has also been laid on the need for the EPA to build on the regional integration initiatives of the ACP.  The negotiations will establish a time table for the progressive removal of barriers to trade.

7.
The following points should be carefully examined prior to elaborating any negotiating strategy:

(i) there is no clear indication of what is meant by an EPA

(ii) the negotiations will aim at removing barriers to trade between the two parties

(iii) the EPA should be WTO compatible 

(iv) there is the possibility for adopting alternative trading arrangements if the ACP countries cannot continue with the negotiations in 2004

(v) the EPA should be based on the regional integration initiatives of the ACP.

8.
First and foremost, it will be difficult to negotiate something which has not been defined.  The provision in the Cotonou Agreement relating to the negotiation of EPA’s is very confusing.  There is a tendency to confine the negotiations exclusively to trade and trade related areas only.  An Economic Partnership Agreement should by definition be larger in scope and content than just negotiations in the area of trade.  It is therefore extremely important to clearly set out the parameters of the EPA and come to a common understanding on what it means before the start of the negotiations in September 2002.  For the European Union, it would appear that the EPA is the same as negotiating a Free Trade Area.  

9.
Second - While it is understood that the nature of the trade relations will have to undergo fundamental changes to meet the requirements of the WTO, it would also be important to reflect in the Agreement the reality on the ground in the ACP countries.  Free Trade with the EU would not only impact on Government revenue, given the fact that the bulk of imports into the ACP comes from the EU, but also on the Domestic Industry.  In an equation where tariffs have been dismantled on imports from the EU, the Domestic Industry in the ACP will certainly not be in a position to withstand the unfolding competition.  These are bound to have major solio-economic implications, including massive job losses.  

10.
Third - The WTO compatibility of the new Trading arrangement implies that tariffs will have to be removed on EU imports on substantially all products, that is about 90% of imports within a period of 10 – 12 years.  As the process unfolds, the ACP countries should undertake restructuring programmes to, on the one hand increase the competitiveness of their industries to be able to compete with imports and develop exports potentials in order to move away for import substitution.

11.
Fourth - Although the Cotonou Agreement makes provisions for the possibility of operating under alternative trading arrangements which should be equivalent in terms of preferential access to the current regime, the reality is that besides the GSP system, there is no other WTO compatible preferential trade regime.  The GSP is an unpredictable, autonomous and limited in scope arrangement which can never be equivalent to the trade provisions of Cotonou.  Indeed in Mauritius there is a unanimous feeling that we should not opt for the EU GSP system as an alternative to the non reciprocal preferential trade relations with the EU.

12.
Fifth - there is a need to adopt a very cautious approach to negotiations with the EU at regional levels.  Once the ACP agrees to negotiate not one EPA between all the ACP and the EU but several EPA’s at the levels of the different ACP regions, for instance between SADC and EU or COMESA and EU; UEMOA and EU, ECOWAS and EU, CARICOM and EU and the Pacific region and the EU there is the risk that upon expiry of the Cotonou Agreement in 2020, the different regional EPA’s will replace the ACP-EU relations.

13.
Taking into account the above, it becomes imperative to evolve a negotiating strategy that:

(i) preserves the unity, solidarity and cohesiveness of the ACP as a group;

(ii) preserves the vital economic and trade interests of the ACP, including those of the individual ACP States;

(iii) enhances access to the EU market and maintains the contractual  nature of the special trading arrangements such as the sugar protocol;

(iv) phases in trade liberalisation over a relatively long period of time to enable the elaboration of measures for internal adjustment;

(v) puts at the disposal of the ACP the necessary means to address supply constraints, competitive and fiscal adjustments and human resource development;

(vi) addresses the development problem of the ACP.

14.
It is well in this perspective that Mauritius has proposed the negotiations of EPA’s based on a two tier approach.  During the first tier or first phase, negotiations will take place between all the ACP countries and the EU and will culminate into an agreement that will fundamentally be a development oriented one.  During that phase, the objectives, principles and modalities of the negotiations will be agreed upon.  The focus will also be on those issues that cut across all the ACP countries such as Rules of Origin, Trade Facilitation, the Commodity Protocols, Institutional Mechanisms etc.  More importantly, however an adjustment package geared towards assisting the ACP to develop supply capacity, address problems relating to competitiveness and fiscal adjustments required under an FTA with the EU will be negotiated.  This phase will take place between 2002-2004/2005.  The second phase will be dedicated entirely to negotiations of FTA’s with the EU, not at the all ACP but at regional levels; taking into account the specific problems of the regions and the levels of regional integration on a variable geometry and asymetrical approach. Such a two phased approach to the negotiations will have the merit of preserving the unity and solidarity of the ACP group, address the common development problems of the group and also take account the different regional specificities.  Negotiations for this phase will take place between 2005-2007.

15.
On the 1st of January 2008 ACP countries will have the means to undertake the required adjustment to face the challenges of a new trade relationship based on reciprocity with the EU.
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