Proposed Content of the over 

all ACP-EU Framework Agreement


The ACP-EU Partnership Agreement signed in Cotonou between the European community and the ACP States provides for the negotiation of “new WTO compatible trading arrangements, progressively removing barriers to trade between them and enhancing cooperation in all areas relevant to trade” (Article 36.1).

2.
Formal negotiations for EPA’s will start from September 2002 and will be undertaken in accordance with Article 37.5 of the Cotonou Agreement.

“Negotiations of the Economic Partnership Agreement 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.”

3.
For those ACP countries who consider EPA’s appropriate, it is stated that the process of negotiations:-

“shall take account of the level of development and the socio-economic impact of trade measures on ACP countries, and their capacity to adapt and adjust the economies to the liberalisation process.” (Article 37.7)

4.
Against this background it is held that the negotiations will therefore be:-

“as flexible as possible in establishing the duration of a sufficient transitional period the final product coverage, taking into account sensitive sectors, and the degree of asymmetry in terms of time table for tariff dismantlement.” (Article 37.7)

5.
However, this flexibility is qualified by the stipulation that this flexibility must remain


“in conformity with WTO rules then prevailing”

6.
In the text of the agreement it is implicitly recognised that the introduction of reciprocal trade preferences with the EU will pose a major competitive challenge to producers in ACP countries.  It is therefore proposed that:-

“The preparatory period shall also be used for capacity building in the public and private sectors of ACP countries, including measures to enhance competitiveness, for strengthening of regional organisations and for support to regional trade integration initiatives, where appropriate with assistance to budgetary adjustment and fiscal reform, as well as for infrastructure upgrading and development, and for investment promotion”. (Artile 37.3)

Objectives of the Cotonou Agreement

7.
The Cotonou Partnership Agreement is a comprehensive development cooperation agreement between the ACP countries and the European Community for a duration of twenty years.  It is based on three pillars namely political, economic and trade and development finance cooperation.  Its primary objective in accordance with Article 1 of the Agreement is to “promote and expedite the economic, cultural and social development of ACP States, with a view to contributing for space and security and to promoting a stable and democratic political environment.”  Reducing and eventually eradicating poverty consistent with the objective of sustainable development and the gradual integration of ACP countries into the world economy is central to the agreement.

Objectives of Economic and Trade Cooperation

8.
These general objectives are further confirmed and consolidated under the specific objectives for economic and trade cooperation.  Article 34.1 states:-


“Economic and trade cooperation shall aim at fostering the smooth and gradual integration of the ACP States into the world economy, with due regard for their political choices and development priorities, thereby promoting their sustainable development and contributing to poverty eradication in the ACP countries.”

9.
In this context, economic and trade cooperation shall aim at enhancing capacity in the field of production, supply and trade and to attract investment.

10.
It is significant to note therefore that the negotiations for EPA’s should be placed in the broader context of the development objectives of the Cotonou Agreement.  The forthcoming negotiations should therefore never loose sight of this crucial factor in that:-

(i) development needs of ACP countries/regions should drive the process;

(ii) it will determine the scope and extent of flexibility in liberalisation schedules and time frames;

(iii) it will enable a case for adjustment costs;

(iv) it will demand the harmonisation of capacity building with the liberalisation process;

(v) it will ensure that trade liberalisation be conceived in conjunction with support for trade-related infrastructure improvement, development programmes and investment promotion.

11.
The overall ACP-EU framework agreement should define the objectives and principles of the EPA which have to be consistent with the objectives and principles of the Cotonou Agreement, in particular with those of the Economic and Trade Cooperation provision enshrined in title II.  The general objectives to be achieved are high level of economic growth of the ACP, sustainable development, poverty reduction and the transformation of the ACP economies such as to ensure their smooth integration into the global economy.

12.
These development objectives can be achieved through a negotiated package of measures aimed at:-

(a) enhancing the productive capacities of the ACP in the main sectors, including the elaboration of measures to address capacity constraints in the trading sector,

(b) increasing the competitiveness of the productive sectors;

(c) attracting greater volumes of investment and technology in key sectors of the economy;

(d) diversifying the production and export bases of the ACP;

(e) enhancing capacity in human resources;

(f) maintaining and improving preferential access.

13.
The basic principle of the negotiations should therefore rest on a development agenda that ensures sustained growth and improves the welfare of the people in the ACP as a whole.  It shall, however take due account of the different levels of development of the ACP countries, including the specificities of LDC, SIDs and land lock countries.  To that end a differential approach to the negotiations shall be adopted that allows the extension of special and differential treatment based on the levels of development and the specificities of the ACP countries.  While ensuring that WTO compatibility of the EPA remains one of the core principles of the negotiations, it is imperative that developments taking place at the WTO regarding negotiations aimed at clarifying and improving disciplines and procedures under the existing WTO provisions applying to regional trade agreements be duly taken into account.  More over the negotiations of EPA’s should aim at consolidating the regional integration initiatives of the ACP countries and ensure coherence and cohesion with the ACP Group and between the various ACP regiona.

14.
One among the core principles of EPA’s should be to preserve and further consolidate the unity, solidarity and cohesiveness of the ACP as a group.  The negotiations themselves should be all inclusive and involve all the cross sections of the community, including the private sector, civil society and various levels of Government.  Trade creation and not trade diversion should be at the basis of the EPA’s.

15.
The package of measures to address the development objectives set out at para 2 shall consist, amongst others of:-

(i) an EPA development fund distinct from the EDF to be negotiated between the ACP and the EU;

(ii) access to soft loans at concessional rate;

(iii) access to credit and investment finance;

(iv) support to industrial innovation, transfer of technology, training, research and technological development;

(v) a comprehensive programme geared towards the development of the private sector;

(vi) assistance in elaborating trade development strategies;

(vii) a capacity building programme aimed at developing professional skills in the productive, trade related and service sectors;

(viii) elaboration of an incentive package for the investor community in the EU aimed at promoting capital flows and the transfer of technology into the ACP;

(ix) reinforcing the instruments of Cotonou.

16.
In the first phase (2002-2005), the modalities for the negotiations of new trading arrangement with the EU shall also be negotiated.  These negotiations shall build on the “acquis” of the previous Lome Conventions and the Cotonou Agreement and shall aim at further enhancing the preferential access of the ACP to the EU market, through, amongst others the following:-

(i) a complete review of the existing Rules of Origin with a view to making them less stringent and development oriented;

(ii) improving cumulation provisions and negotiate terms and conditions of cumulation with other developing countries;

(iii) improving the provisions relating to derogations from the Rules of Origin;

(iv) the elaboration of an assistance package to step up product standards and to meet technical and sanitary and phytosanitary requirements in the EU;

(v) elimination of Non Tariff Measures that act as unnecessary barriers to trade

(vi) elimination of tariff on products of interest to the ACP while safeguarding the acquis of sepcial arrangements.

17.
As the negotiations of New Trading Arrangements will entail revenue loss to the ACP and will impact on the competitive  edge of the  Domestic industries, an adjustment package will have to be negotiated that addresses the fiscal and competition adjustment costs.  While the adjustment cost relating to competition may be negotiated as a one off package to be complemented by the EPA development fund through concessional loans, the fiscal adjustment package should take into account revenue loss on a sufficiently long period of time, including the implications of the trade diversion effect on the ACP.

18.
With a view to enabling the ACP countries to support the Domestic Industry in the event if increased imports from the EU cause injury or threat of injury to the Domestic Industry, appropriate safeguard measures will have to be negotiated as part of the framework agreement.  The provisions on safeguards should contain special treatment for the ACP countries and should be used sparingly, if not at all by the EU.  The safeguard provisions to be negotiated should in spirit reflect in general terms the WTO Agreement on safeguards but the investigation procedures and the application of the measures themselves should be simplified.  Similarly antidumping provisions to curb unfair trade practices should also be negotiated. The ACP countries however should be provided with adequate flexibility in the conduct of antidumping investigations and in the imposition of antidumping measures. 

19.
A framework agreement on trade in services based on the architecture of the GATS should also be negotiated as part of the overall framework agreement.  The negotiations should be conducted on two parallel tracks:-

(i) negotiations of a specific assistance package to strengthen the capacity in the supply of services as provided for under Art 41.5;

(ii) negotiations for the phased liberalisation of selected services sectors based on a positive list approach using the GATS architecture.  The negotiations should be based on the principle of asymetry, taking due account of the specificities of single service exporters and small service suppliers.  Due account shall be taken of those service sectors in which the ACP have particular export interests, in particular the movement of natural persons.  The negotiations should therefore cover all the modes of supply identified in the GATS. 

20.
With a view to maintaining consistency between the Cotonou Agreement and the EPA, the parties should reaffirm their commitment to cooperate in the trade related areas identified in Articles 45-52 of the Cotonou Agremeent.  As regards to the new issues, the parties will be guided by the Doha Work Programme.

21.
In the same vein and pursuant to Art. 36.2 of the Cotonou Agreement, the parties should reaffirm the importance of the commodity protocols and should ensure that the benefits derived therefrom are safeguarded through appropriate solutions. 

22.
A Dispute Settlement Body as part of the overall framework agreement shall be negotiated.  Any dispute arising on either side in the implementation of the EPA shall be referred to the Dispute Settlement Body.  Art XXII and XXIII of GATT 94 and the understanding on rules and procedures governing the settlement of disputes could provide vital guidance on the kind of structure that could be put in place to deal with disputes.

23.
Schematically the elements to be negotiated during the first phase can be presented as at annex.  The first phase which will see the conclusion of a framework agreement will be negotiated between 2002 and 2005.  The second phase (2005-2007) will be dedicated to negotiations of new trading arrangements between the ACP and the EU. These negotiations will be based on a variable geometry approach and will fully take into account the levels of development of the ACP countries in particular the LDC’s, the specific situation of SIDS and land lock countries.


Phase I

2002 – 

2005

Phase II

2005-2007

Negotiations of NTA’s





Other Issues





Framework Agreement  (all ACP)








Modalities, principles and objectives of the EPA, including the negotiations of New Trading Agreements.





Addressing the challenge of designing and implementing programmes of support to overcome supply side constraints in ACP countries, to enable them to adapt to the more competitive environment and to exploit new opportunities emerging as a result of the establishment of the FTA.





Capacity building in:





(i)       Human resources and institutional development; and


(ii)      Trade and Economic Productive sectors including the development of the  private sector.





Customs and Administrative Cooperation issues: rules of origin, including cumulation of rules; quality control; mutual recognition and/or harmonisation of norms and standards; and certification etc.





Collaboration in trade related areas.





Common safeguard provisions, dispute settlement and anti-dumping provisions.





Modalities for the calculation of transitional costs in terms of loss of Government revenue, resulting from tariffs reductions/elimination in reciprocal trade liberalisation under EPAs.





Assessment of financing needs of ACP States to make the necessary adjustment to their economies in order to enable them to face increased competition under EPAs.





Special and differential treatment for LDC’s, landlock countries and small Island Developing States.





Product coverage and transitional period with respect to the NTA.





Overall structure and format of the NTA; establishment of a common framework, phasing of the negotiations.





Treatment of the commodity protocols, in particular the safeguarding of the benefits of the Protocol.





Elaboration of a framework agreement on Trade in Services, including S&D treatment.





Assistance package in trade related issues and Trade in Services.





Investment promotion package, including measures to promote the transfer of technology, know-how and skills, development of ICT.  Promotion of technological development in ACP States and cooperation in the field of education and health.





The setting up of institutional mechanisms for the negotiations and the implementation thereafter of the EPA.
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