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INITIAL COMMENTS AND PROPOSALS
MARKET ACCESS FOR ACP EXPORTS

The Issue

Despite the expectation of firm commitments from the ACP on the negotiation of duty free access for substantially all EU exports to ACP markets, the Commission’s final draft mandate is less forthcoming than the preliminary draft mandate. The proposed commitment on market access for ACP countries is restricted to an expression of believe that:  “the Community should further improve current access to its markets for products originating in the ACP countries”.  Given the commitments ACP countries will be expected to make and the adjustment costs this will entail this is scarcely adequate.  ACP countries need reassurance that new market access commitments will be made which facilitate the export of new value added product lines in areas where immediate benefits can be derived

The Proposed Modification

There is a need for the EU Council of Ministers to re-instate under section 3.2 of the Directives for the negotiation of Economic Partnership Agreements the Commission’s initially proposed commitment to “grant duty free access to its markets to all products originating in the ACP countries, as from entry into force of EPAs.” 

ADDRESSING CAP DISTORTIONS

The Issue

It is clear that with a process of reform of the Common Agricultural Policy underway designed to enhance the competitiveness of EU agricultural and value added food product industries on national and international markets, this will have an impact on the market conditions facing ACP producers of similar or competing products.  For example the Agenda 2000 reforms in the beef sector, involving a reduction in the intervention price and increased levels of direct aid to EU beef farmers, have resulted in a 13% decline in average EU beef prices. While if reform of the sugar sector were to be pursued involving a 25% reduction in the EU sugar price, then this would result in annual income losses to ACP sugar exporters of around US $ 250 million.  In the coming years cereal sector reform is also likely to have profound implications for the production of cereal-based products for local markets in ACP countries. 

Despite these important external implications of the process of CAP reform there is only one reference in the Commission’s draft recommendation for a Council decision relating to the Common Agricultural Policy and this states: “In this context the parties will examine on a case by case basis, the potential impact of export refund mechanisms on the process of trade liberalisation”.  Given the importance of agricultural trade (36% ACP exports to the EU) to the ACP and the significance of agriculture within the production structures of many ACP economies, the EU needs to make a much more substantive and comprehensive commitment to discussing the external effects of CAP reform. 

The Proposed Modification

In section 3.2 of the directive a new provision should be added which states that:

“Given the importance of agriculture and agro processing to ACP economies the EU will be open to discussion of the implications of CAP reform for ACP countries as an integral part of Economic Partnership Agreement negotiations, with a view to minimising the negative effects of reform on ACP economies”.
ADDRESSING THE FISCAL IMPLICATIONS OF RECIPROCITY
The Issue

For certain ACP countries the introduction of reciprocal free trade area arrangements with the EU will have important implications for government revenues raised from customs duties.  This will require a substantial effort at fiscal reform.  Currently, despite its importance to a number of ACP countries, only passing reference is made to this issue (section 10 of the draft negotiating directives), with the view being expressed that the problem can be addressed within existing European Development Fund (EDF) programmes.  The experience of the BLNS suggests that this is unlikely to be the case.

The Proposed Modification

A new section should be added to the EU negotiating directives recognising the fiscal implications for certain ACP countries of moves towards free trade with the EU and committing the EU to working with affected ACP countries in designing and implement viable and poverty sensitive programmes of fiscal reform. This new section should be inserted in the negotiating directives after section 3.

ADDRESSING SUPPLY SIDE CONSTRAINTS

The Issue

Major supply side constraints face ACP countries in producing to take advantage of trade opportunities.  These supply side constraints are multi-faceted, complex and often require country specific solutions.  The experience under EDF programmes designed to address the various supply side constraints faced is not encouraging.  Yet in the draft negotiating directives the Commission expresses the believe that supply side problems can be addressed within existing EDF arrangements.  This is clearly inadequate if ACP countries are to be supported in developing production capable of generating growth and development under conditions of free trade with the EU.

The Proposed Modification
A new section should be added to the EU negotiating directives recognising the supply side challenges facing ACP countries and the need to move beyond existing EDF institutional arrangements and aid instruments if effective assistance to overcoming the varies supply side constraints faced is to be extended during the preparatory period.   These provisions should build on the relevant section of the ACP-EU Joint Parliamentary Assembly Cape Town Declaration
 and should be inserted after section 3 of the current negotiating directives.

THE PHASING OF NEGOTIATIONS

The Issue

In its final draft negotiating instructions the European Commission implicitly accepts to two phased approach to the conduct of negotiations, with the initial phase taking place at the ACP-EU level, followed by a second phase which would take place at the regional level.  This appears to concede to the ACP request for a two-phased approach to the forthcoming negotiations.  However, in reality this is far from the case, since the EU envisages the initial phase being completed by the end of 2002, with regional level negotiations commencing in “January 2003 at the latest”.  This is significantly at variance with the proposed approach being put forward by ACP governments such as Mauritius, an approach, which has been endorsed by Eastern and Southern African governments. 

The Proposed Modification

The more substantive nature of phase 1 negotiations which the ACP position implies needs to be reflected in the European Commission’s negotiating directive, particularly section 10 of the negotiating directives, where the reference to starting regional level negotiations “in January 2003 at the latest” needs to be removed. This should be replaced by a commitment to a mutually agreed timeframe for the commencement of regional based negotiations

THE EXTENT OF FLEXIBILITY 

The Issue

The Development Directorate General of the European Commission has consistently argued for ensuring the necessary flexibility within Economic Partnership Agreement negotiations to allow for the different needs of ACP countries and regions to be taken into account.  However, this has been repeatedly qualified by the need to ensure WTO compatibility

The Proposed Modification

Against this background it is proposed that the references to WTO rules contained in section 3.2 of the current draft directives be elaborated by the addition of the following text:

“Where required the EU will seek to work together with the ACP on modification of WTO rules in order to ensure the necessary flexibility to accommodate the different levels of development of ACP countries and regions”

BOTTOM-UP APPROACH IN SERVICES NEGOTIATIONS 

The Issue

The Commission draft negotiating instructions do not mention the negotiating method that will be used in the negotiations on trade in services. In the WTO negotiations on trade in services follow a special pattern so as to fully take into account the development needs of the members. The draft negotiating instructions should explicitly mention this so-called “bottom up” or “positive list” approach which involves the respective parties indicating which sectors will be up for liberalisation and to what extent liberalisation will be pursued.

The Proposed Modification

In Section 4.1. the following sentence should be inserted: “The negotiations in trade in services will follow a "bottom up" or "positive list" approach.”

PUBLIC PROCUREMENT AND DATA PROTECTION SHOULD NOT BE ADDED

The Issue

In section 6.2 of the draft negotiating instructions mention is made under the second bullet point that the parties will seek progressive liberalisation of their procurement markets. The issue of liberalisation of public procurement is not mentioned in the Cotonou Agreement and the Doha Declaration only mentions transparency in government procurement, on which negotiations may start after the 5th WTO ministerial on the basis of an explicit consensus on the modalities of these negotiations.   In its negotiating instructions therefore the Commission is seeking to take ACP governments beyond any existing commitments.  Given that selective government procurement policies can promote important development objectives (from food security in Northern Namibia, to black economic empowerment in South Africa) this issue will need to be carefully considered by ACP governments, particularly given the existing reservations which have been expressed by developing countries.

 “Data protection”, an issue raised in the fourth bullet of section 6.2. is another issue where the Commission is seeking to take ACP governments beyond existing Cotonou Agreement commitments. Caution is needed in introducing such new topics to what will already be a very complex agenda for ACP governments to deal with.

The Proposed Modification

The second bullet point under section 6.2 which states: “In addition the parties will seek progressive liberalisation of their procurement markets on the basis of the principle of non-discrimination and taking into account their development levels” should be removed.  The fourth bullet point under section 6.2. on “Data protection” should also be removed.
� Cape Town Declaration on the Forthcoming ACP-EU Negotiations With A View To New Trading Arrangements – March 2002 - http://www.europarl.eu.int/intcoop/acp/south_africa_2002/pdf/res_19_en.pdf
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