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5Introduction 
Ingrid Spiller, Heinrich Böll Foundation

The topic, “Who Liberalises, Looses”, 
focuses on Africa’s leeway regarding free-
trade-agreements with the EU. It is of 
threefold importance as well as of high 
actuality. 

In October 2006, the European Com-
mission presented its new EU trade pol-
icy called “Global Europe, competing in 
the world”. Its rationale is to maintain 
Europe’s competitiveness globally and to 
build appropriate investment climates 
for European enterprises. The agenda is 
highly ambitious and surpasses former 
demands for liberalisation, bilateral- and 
multilateral-ones included. Next to fur-
ther liberalisations in the field of invest-
ments, intellectual property rights, pub-
lic spending and competition, the whole 
economic environment of third coun-
tries is analysed and further reductions 
of trade barriers are demanded. Besides, 
this policy is not only targeted at third 
countries but also inward directed to the 
EU market.

This new strategic approach breaks with 
a closer linkage between development 
and free trade, which have moulded the 
so-called WTO “Doha-Development-
Agenda” for a long time. Many studies 
have disproved the automatism of trade 
being beneficial for development, pledg-
ing for more differentiated and selective 
approaches. In this respect its worthwhile 
considering empirical findings such as 
the recently published study of Carn-
egie Endowment, “Winners and Losers: 
Impact of the Doha Round on Developing 
Countries” or the study by the Interna-
tional Federation of Free Trade Unions, 
“NAMA Simulations for labour intensive 
sectors in developing countries”. Also the 
EU’s “Sustainable Impact Assessment of 

free trade agreements” is recommendable, 
because it demonstrates in a differenti-
ated manner that potentials for develop-
ment only accrue under certain market 
conditions. With the new EU-Strategy, 
aspirations for development have been 
withdrawn whilst market related interests 
have come to the fore. Consequentially, 
the new strategy prioritises countries and 
regions that should be taken into con-
sideration for bilateral agreements with 
the EU. Criteria for strengthening trade 
relations are established, such as market 
potential, size of growth potential and ac-
cess to resources.

The second theme looks at the sig-
nificance of Germany’s EU presidency 
during the first half of 2007. An interim 
report on the ongoing negotiations be-
tween EU and ACP-countries on new 
regional free trade agreements, the so-
called ‘Economic Partnership Agree-
ments’ (EPAs) describes the new basis for 
economic cooperation between EU and 
ACP-countries. EPAs have been con-
certed in the Cotonou-Agreement and 
will replace unilateral trade preferences, 
which were granted under previous 
Lomé conventions till the end of 2007. 
There is substantial doubt on whether 
the proposed EPAs can genuinely and 
effectively contribute to poverty reduc-
tion, or whether they primarily serve the 
implementation of European economic 
interests. Europe is caught between a 
rock and a hard place. The China-Africa-
Summit, which took place several weeks 
ago in Beijing, showed that with mount-
ing interests by third actors – such as 
China, India, Brazil and further emerg-
ing powers – Europe will run the risk of 
loosing influence in Africa. Besides, the 



6 European Development Days, held last 
week in Brussels, with their special focus 
on Africa and Governance, could be as-
sessed as an EU attempt to make up for 
some of the damage. Dialogue at eye lev-
el was accentuated and critical remarks 
regarding corruption and violation of 
human rights were abjured. It is worth-
while to monitor, how Europe walks the 
tightrope between the offensive proxy 
of European trade interests and a larger 
representation of universal values. 

The third aspect is Germany’s role as 
imminent G8-coordinator. Together 
with France and England, three impor-
tant EU members are represented in the 
G8. During the G8 summit in Heiligen-
damm in June 2007, Africa will be on 

top of the official agenda. In the process, 
growth and responsibility in Africa will 
receive much attention, with the sub-as-
pects of good governance, sustainable in-
vestments, peace, security and the fight 
against HIV-AIDS. Strengthening the 
economic environment in African coun-
tries will be picked out as central theme, 
as well as the competitiveness of our own 
economies, the constant development of 
the private sector and the improvement 
of investment-climates for foreign and 
domestic investors. 

To conclude, this timely conference 
deals with highly current and strategic eco-
nomic questions that will be of high actu-
ality throughout the upcoming months. I 
wish us all fruitful deliberations.
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The EU has – despite the 
emergence of the Asian econ-
omies – become the world’s 
most important trading bloc

Trade has always been an important 
field of European Union politics. In-
deed, it can be listed among the earliest 
fields of competence of the European 
Communities (Smith 1999). Though 
not the core of the European integra-
tion process itself, from an economic 
point of view, much of what was ma-
terializing in terms of economic inte-
gration - in particular the creation of 
the Single Market – was motivated by 
the idea that the removal of barriers to 
trade through the creation of a com-
mon market would be beneficial to wel-
fare and growth. This is in essence the 
conceptual basis upon which external 
trade politics in general is founded. Not 
surprisingly then, the Common Com-
mercial Policy of the EU was seen as an 
outward-oriented complement to the 
central economic dimension of Europe-
an integration. With the implementa-
tion of the European Single Market, the 
liberalisation of network industries and 
the evolution of big European corpora-
tions with an explicitly international 
outreach in the 1990s, both the inter-
nal structure of economic and political 
interests and the distribution of compe-
tences between the Member States and 
the European Union, upon which ex-
ternal trade policy rests, have however 
undergone a profound transformation. 
As a consequence the economic signifi-
cance of trade policy has increased, and 
the political importance attached to 
trade policy by major political actors 
and corporate interests, in particular, 
has expanded considerably.

I.  IMPACT OF REGIONAL FREE TRADE    
 AGREEMENTS ON THE POLITICAL 
 AND ECONOMIC AUTONOMY OF 
 DEVELOPING COUNTRIES 

Bilateralism Reloaded?
Aggressive re-orientation of European Union Trade Politics 
in the twilight of the WTO-Doha negotiations 

Werner Raza, Lecturer, Institute for International Economics and 
Development, Vienna University of Economics and B.A., Vienna

This is indeed well reflected in the 
empirical record, external trade has as-
sumed over the 1990s for the European 
economy. Extra-EU trade has expanded 
considerably both in merchandise and 
service trade. According to Eurostat, 
from 1991 to 2004 the share of exter-
nal merchandise trade (export plus im-
ports) to EU-15 GDP rose from 14.92 
to 21.86%. For services, the share of 
external trade to EU-15 GDP rose 
from 5.51 to 7.12 % from 1990-2004. 
Measured against world exports, the EU 
was able to expand its market share in 
merchandise trade from 16% in 1991 
to 20% in 2004. Similar holds true for 
services: Though the EU’s share of world 
exports in services decreased from a high 
of 24,52% in 1990 to 20.71% in 1992, 
it was able to maintain this level over the 
period to 2004, when it reached 20.81%. 
On the other hand, over roughly the 
same period the share of US exports in 
world merchandise exports exhibited a 
decline of 3%-points to less than 15%, 
and of 1.7%-points to 15.3% for services 
(cf UNCTAD 2004, 2005). Thus, com-
pared to its main rival in international 
trade, the EU’s performance turns out to 
be quite favorable. The EU has become 
the world’s largest and most important 
trading bloc. Against the spectacular 
emergence of Asian countries, in particu-
lar China and India, on the global scene, 
it was able to increase its market share in 
merchandise trade and it has maintained 
its leading role in services trade.

Trade policy, thus, has become an im-
portant element of economic policy at EU 
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I.  IMPACT OF REGIONAL FREE TRADE AGREEMENTS

Re-orientation in EU’s trade 
policy: from multilateralism 
within the WTO towards bilat-
eral agreements

level. In this paper, we will endeavour to 
explain the politico-economic factors that 
contributed to the increasing extraversion 
of the EU and the central role that trade 
policy played in that process. Departing 
from a discussion of the conceptual foun-
dation of EU trade policy, we will then 
discuss the recent initiative of the EU, 
which diverted the focus from multilat-
eral trade policy within the framework of 
the WTO onto the bilateral track. This 
re-orientation towards bilateralism will 
be interpreted both as a reaction to the 
sluggish evolution of the WTO’s Doha 
Round negotiations, but more structur-
ally as a radicalization of an increasingly 
outward-oriented growth regime, which 
seeks to foster the expansionary strategies 
of EU businesses by opening up markets 
and aligning regulatory barriers of third 
countries to EU standards. A specific ver-
sion of this policy is applied in North-
South trade agreements by the EU, the 
on-going negotiations with the ACP 
countries being a case in point. 

Neo-Mercantilism as the 
conceptual basis of EU Trade Politics1 

As is codified in Article 131 of the 
Treaty of the European Communities, 
it seems to be generally accepted among 
EU trade policy makers that liberal trade 
theory and the economic benefits it 
promises should form the legitimate con-
ceptual framework for EU trade politics. 
Indeed, it would be very hard to find a 
EU trade-policy maker to express him-
self openly in favour of protectionism. 
Most of all, the EU Commissioners in 
charge of external trade to date have all 
been very outspoken about their liberal 
trade convictions. Otherwise, one might 

suppose, they would not be considered 
as qualified for the position.2

The strategic approach taken in prac-
tical trade policy work by EU trade of-
ficials seems however to be inspired to 
a greater extent by another important 
theoretical tradition in economic think-
ing, i.e. Mercantilism (for a introduction 
see Schumpeter 1954, ch.7; the classic 
study is Heckscher 1934). This doctrine 
prescribes as a general rule for policy the 
maximisation of the proceeds from ex-
ternal trade, which entails fostering ex-
ports while restricting imports. 

Under this doctrine, whether we refer 
to it historically or in order to characterize 
present-day trade politics, the state is seen 
as the principal agent for safeguarding the 
international interests of a national econo-
my and its prime stake holders. The inter-
vention of the state in external trade poli-
cies is motivated by a variety of reasons, 
both political and economic. While the 
absolutist state first and foremost wanted 
to maximize the inflow of gold and cur-
rency, modern capitalist states aim at fos-
tering business opportunities for domes-
tic enterprises abroad, while at the same 
token they shield particular businesses 
from economic pressure that might arise 
from international competition. Apart 
from the interests of capital, states, in par-
ticular democratically legitimized ones, 
have to accommodate other interests and 
so called non-trade concerns with their 
trade policy objectives. These relate to 
geo-strategic and defensive interests, but 
also to social, environmental, or develop-
mental motivations as expressed by po-
litical agents or civil-society. Thus, trade 
policy makers need to take into account a 
variety of aspects into their strategies. It is 
thus hardly surprising that modern capi-

1  This chapter is taken from: Raza, W.: European Uni-
on Trade Politics: Pursuit of Neo-Mercantilism in dif-
ferent Arenas?, in: Becker, J./Blaas, W. (ed.): Strategic 
Arena Switching in International Trade Negotiations, 
Ashgate, Aldershot, 2007

2  That might have been particularly true with respect to 
the liberal credentials of the two Trade Commissioners 
from the UK, Leon Brittan (1994-1999) and presently, 
Peter Mandelson. Even Pascal Lamy, a French Socia-
list, who served as EU Trade Commissioner from 1999 
to 2004 and recently was appointed Secretary-General 
of the WTO, was quite clear on this. He was howe-
ver the first commissioner who during the last year of 
his mandate made an attempt to initiate a debate on 
„collective preferences“, i.e. general beliefs and values a 

polity held with regard to e.g. environmental or social 
standards, and the ramifications this would entail to 
trade politics. Lamy was however at pains to diffentiate 
the safeguarding of these legitimate objectives in trade 
politics from „protectionism“ (See e.g. Lamy’s speech 
„The emergence of collective preferences in interna-
tional trade: implications for regulating globalisation“ 
delivered at the Conference on “Collective preferences 
and global governance: what future for the multilateral 
trading system”, Brussels, 15 September 2004; http://
europa.eu.int/comm/archives/commission_1999_
2004/lamy/speeches_articles/spla242_en.htm). In the 
end, the debate turned out to be shortlived, as Lamy’s 
successor Peter Mandelson has not shown any inclina-
tion to continue on it. 
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I. IMPACT OF REGIONAL FREE TRADE AGREEMENTS

The Lisbon strategy shows 
the growing importance of 
secondary economic policy 
fields as instruments to foster 
external competitiveness

talist states have extensively used a variety 
of economic instruments in trade politics 
in order to foster their specific ends. In-
deed, it could be argued that quite para-
doxically the importance of trade politics 
increased with the establishment and con-
solidation of a world-market. States have 
thus always been active agents. What has 
changed were the particular forms and 
degrees of freedom, states had at their dis-
posal when applying instruments of trade 
politics. While in the second half of 20th 
century, the application of classical in-
struments of trade, like tariffs, quotas, or 
export subsidization became increasingly 
circumscribed as a consequence of the 
multilateral rules of GATT and processes 
of regional integration, states shifted to 
using a wide array of secondary economic 
policies to foster their external commer-
cial interests. These include virtually eve-
ry field of economic policy, in particular 
exchange rate policy, fiscal policy, indus-
trial and technology policy, but increas-
ingly also labour market and wage policy, 
education policy and even health policy 
(cf. Jones 1986). Indeed, during the era of 
neoliberal globalization, i.e. since the late 
1970s, the majority of industrialized and 
developing states have re-configured the 
ensemble of their economic policy instru-
ments so as to foster external competitive-
ness. As a consequence of new currents in 
mainstream economic thinking, in par-
ticular endogenous growth theory, also 
EU policy makers have started to stress 
the importance of aligning the mentioned 
secondary economic policy fields to the 
presumptive necessities of the much ac-
claimed information and knowledge so-
ciety. This becomes particularly clear with 
regard to the EU’s Lisbon Strategy, which 
was adopted by the Heads of States and 
Governments in March 2000 at the Eu-
ropean Council in Lisbon. The Lisbon 
Strategy (or Agenda) strives to transform 
the European Union into the most com-
petitive and dynamic economic region 
by 2010 through a re-alignment of the 
totality of economic policies as described 
above.3 Thus societies and their many in-
stitutions like universities, schools, hos-
pitals, kindergardens, their infrastructure 
and even the state apparatus itself are seen 
as an important source of an economy’s 
competitiveness. Curiously, this strat-
egy resembles many notions, that were 

already advocated by economic thinkers 
of the late 18th/early 19th century like Al-
exander Hamilton (1791) and Friedrich 
List (1844). 

While EU trade policy certainly aims at 
increasing its net exports, its policies on 
import protection are certainly not fully 
in line with classical mercantilism. This 
would be hardly possible in an increas-
ingly internationalized economy, where 
EU-based companies operate large pro-
duction networks across a wide range of 
countries. Thus, import restrictions are 
applied more selectively. The sector which 
has been protected the most, has been 
agriculture with a mean tariff of 30%.4 
Interestingly, since the median tariff rate 
is only 13%, the difference to the mean 
tariff of 30% is explained by the relatively 
high number of peak tariffs in the EU. 
That means protection has been focussed 
on particular products. Here, protection 
has traditionally been high with regard to 
agricultural inputs, where due to historic 
reasons the EU wanted to stimulate local 
production. These products include both 
unprocessed goods like meat, and agricul-
tural commodities designated for further 
processing within the EU, like sugar (aver-
age duty 350%), milk and milk products 
(average duty 87%), or grains (average 
duty 53%). Other agricultural products, 
which count in total for 27% of all agri-
cultural imports, in particular inputs like 
skins and hides, certain fibers (cotton, 
wool, flax) or oils, where intra-EU sup-
ply is not abundant, have however been 
subject to zero or very low tariffs. Though 
levels of protection in agriculture are thus 
in general higher in the EU than in the 
US and Japan, the EU is nevertheless the 
world’s largest importer of agricultural 
goods (see European Commission 2005, 
p.18). 

Tariff protection for the industrial sec-
tor in the EU has however been subject 
to a very substantial decrease in the period 
after World War II. Since raw materials 
with a weighted average of 0,1% and in-
termediate goods with a weighted average 
of 3,0% as inputs for EU industry typi-
cally are not subject to notable tariffs, the 

3  For an overview of major documents and reports see 
http://europa.eu.int/growthandjobs/ 

4  All cited tariffs are bound MFN rates based on final 
URAA implementations.
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The EU trade politics 
can be described as 
Neo-mercantilism

remaining tariff protection in industrial 
goods is mainly concentrated upon fin-
ished manufactured products. Though 
with a weighted average of 3,5%, import 
tariffs for finished products are in general 
at a very moderate level, some 12% of 
all finished products – mainly consumer 
goods - still have tariffs of 10% or more 
(see European Commission 2005, p.11). 
In contrast, intermediate goods do not 
have peak tariffs exceeding 10%. Trade de-
fense instruments such as anti-dumping or 
anti-subsidies measures, however, are still 
applied on a broad basis. Similar applies 
to the services sector. Since the 1980s, EU 
or Member States’ services regulations that 
discriminate against third-country suppli-
ers have been dismantled through process-
es of deliberate liberalisation and deregula-
tion within the EU itself. Discriminatory 
regulatory measures are mainly upheld for 
a small number of mostly public services, 
though a process of gradual regulatory ero-
sion is taking place even in the most sensi-
tive sectors like water provision or health 
and social services. 

Hence, though central elements of mer-
cantilism can still be found in EU trade 
politics, it seems to be more appropriate to 
use the term neo-mercantilism when de-
picting the conceptual foundation of cur-
rent EU trade policy. There still do exist 
elements of classical mercantilism like the 
active promotion of exports and the pro-
active role played by the state bureaucracy 
(i.e. the EU-Commission) in dismantling 
trade barriers of third countries and in 
actively intervening abroad in the interest 
of European based companies. Yet other 
elements of today’s trade politics deviate 
from the classical mercantilist dogma. In 
particular, the importance of import pro-
tection has changed, while trade policy 
has lately become more integrated with 
other economic policy fields. Thus, the 
term neo-mercantilism seems to be more 
appropriate to circumscribe the concep-
tual foundation of EU trade politics.

In practical EU-trade policies this doc-
trine has been translated into the concept 
of offensive versus defensive interests. The 
overall objective then consists in achiev-
ing through trade negotiations a final 
balance that is considered to be generally 
advantageous by the main political actors 
in the EU. Offensive interests include 
those sectors where European companies 

are actively seeking improved market ac-
cess and thus contribute towards increas-
ing trade surpluses. Here the exports of 
certain agricultural products, most manu-
factured goods, and most services sectors 
are usually subsumed. Similarly the EU 
is actively pursuing a regulatory agenda, 
that aims at firstly deregulating discrimi-
natory national regimes relating to in-
vestment, government procurement, and 
intellectual property rights. Secondly, the 
EU pushes for the establishment of har-
monised multilateral regulatory arrange-
ments in these fields that secure non-dis-
criminatory treatment for EU companies. 
Particularly in bilateral trade negotiations 
these objectives are intended to provide 
better market access and a reduction of 
regulatory restrictions for EU companies.

Defensive interests, on the other hand, 
include those sectors, where domestic 
economic interests call for protection 
against competition from third countries 
– most notably in agriculture, or where 
certain economic activities are supplied 
on a not-for-profit basis, i.e. a range of 
public services like education, health and 
social services, etc… Notwithstanding the 
aforementioned examples, the question if 
a certain economic activity is qualified as 
an offensive or defensive interest, is not 
pre-given, but oftenly subject to heated 
political debate. In these debates, the par-
ticular interests of the political actors, i.e. 
the Commission, Member States, Parlia-
ment, business and civil society organisa-
tions may diverge and result in sometimes 
contradictory outcomes. For instance, 
economic sectors which the Commis-
sion, a majority of Member States and 
business organizations consider to be of 
offensive interest, might as a result of po-
litical debate become later re-classified 
as a defensive interest. If neither side is 
able to push through its position entire-
ly, a compromise might be struck which 
tries to advance certain offensive interests 
while safeguarding particular interests 
for protection. A case in point are pub-
lic services, where some actors stress the 
export potential of say EU water, postal, 
or telecom service providers, while oth-
ers stress the importance of these sectors 
for social well-being in the EU and argue 
against any (further) liberalisation moves. 
Thus, if neither side is able to fully push 
through its position, a seemingly schizo-
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phrenic outcome might be that the EU is 
requesting from other countries to open 
up the respective sectors, while the EU 
is refusing to act accordingly in its own 
territory, with reference to some norma-
tive concerns – in trade parlance “legiti-
mate policy objectives”. A case in point is 
the EU’s water liberalisation strategy (cf. 
Schenner 2006). In other words, while on 
the one hand the refusal to apply liberal 
economic logic is justified on political or 
ethical grounds, on the other hand it is 
demanded from the other party to sub-
sume to the same economic logic, oneself 
has refused to apply. 

While this way of conducting trade 
politics in practical terms is certainly not 
unique to the EU, but seems to underly 
the trade policy approach of many coun-
tries, in particular that of the US, the 
EU does not dispose exactly of the same 
mechanisms to execute the strategy. While 
the US as the dominant political and mili-
tary power has very few, if any inclinations 
to compromise in order to achieve its 
goals, and instead draws upon a wide arse-
nal of political, economic and increasingly 
military means of coercing other nations 
into agreements, the EU typically has to 
apply a combination of carrots and sticks, 
specifically suited to the particular case. 
Thus e.g. in the EU’s bilateral trade nego-
tiations, the trade agreements are usually 
supplemented by political, cultural and 
scientific/technological cooperation. For 
developing countries and LDCs some sort 
of development assistance programmes 
and funds typically will be offered, or pref-
erential market access is granted for prod-
ucts of special export interest to developing 
countries, as for instance with the recent 
Everything but Arms (EBA)–initiative of 
the EU for LDCs. The latter was launched 
in February 2001, when after the failure 
of the 3rd WTO Ministerial Conference 
in Seattle in 1999 the Commission had 
realized that the launch of a new round 
of multilateral trade negotiations was 
only to be achieved after overcoming the 
reluctance of LDCs (European Commis-
sion 2004). Similar applies to the multi-
lateral level, where the propensity of the 
EU to compromise on some issues which 
are not at the heart of its own agenda and 
thus entail only a minor economic bur-
den to the EU, but could trigger trading 
partners into a compromise which on bal-

ance would still be attractive to the EU, 
is comparatively higher than of the US. 
A recent case in point provides the pro-
visional agreement on TRIPS and public 
health that was reached in August 2003, 
shortly before the 5th WTO Ministerial 
Conference in Cancún. The issue of pro-
viding drugs for the combat of epidemic 
diseases – in particular HIV/AIDS – at af-
fordable cost was of particular relevance to 
many developing countries and with the 
active support of the EU formed part of 
the Doha Development Agenda. However 
unsatisfactorily the compromise reached 
in the run-up to Cancún on compulsory 
licenses and parallel imports of drugs still 
might have been from the perspective of 
many developing countries, it was intend-
ed to demonstrate to developing countries 
that the EU was engaged in brokering a 
deal that the US had for months stiffly re-
sisted. A final solution was only reached 
after protracted negotiations with the US 
in December 2005.

Although, as we have tried to show, the 
EU has to apply somewhat more subtle 
strategies in trade policy making than 
the dominant global power, the willing-
ness to engage in costly compromises is 
of course circumscribed. It depends on 
political circumstances and strategic con-
siderations, and is thus subject to change. 
This observations holds in particular for 
the WTO-Doha negotiations. These ne-
gotiations being the top priority until the 
WTO Ministerial Conference in Decem-
ber 2005, EU policy makers showed a 
certain willingness to compromise – how-
ever limited in the eyes of many develop-
ing country negotiators. With the level of 
ambition in the Doha Round becoming 
lower and lower in 2006, EU negotia-
tors started to re-consider their strategic 
approach. Favoring multilateralism over 
bilateralism increasingly seemed not to be 
paying off in terms of fulfilling the EU’s 
strategic interests of expanding market 
access and eliminating trade impeding 
regulations abroad. Thus, Commission 
Services started to conceptualize a major 
shift in EU trade policies.

Bilateralism reloaded: 
the Global Europe Strategy 

With the communication “Global Eu-
rope: Competing in the World”, dated 
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October 2006, the European Commis-
sion performed a clear shift in direction 
of its trade policy from multilateralism to 
an enforced use of bilateral agreements. 
The motivation behind that move is 
straightforward: with the WTO Doha ne-
gotiations likely to produce results staying 
way behind high initial EU expectations, 
or possibly failing for good, it is strategi-
cally rational to shift to the bilateral track 
in order to pursue further market open-
ing. Disappointment from EU business 
groups over the lack of progress in the 
Doha Round had mounted in 2005-2006 
and allegations were voiced that the ex-
clusive prioritisation of the multilateral 
track by the European Commission was 
putting EU businesses at a disadvantage 
compared to US companies which profit-
ted from bilateral agreements the US ad-
ministration had concluded in parallel 
to the WTO negotiations. Hence, EU 
policy makers wanted to avoid a situation 
where they would be blamed for betting 
on the wrong horse in the likely case that 
the WTO negotiations ended below ex-
pectations or in complete failure. 

The new type of bilateral agreement 
proposed by the Commission is essential-
ly based on two aims: On the one hand 
liberalization should be possible beyond 
WTO obligations respectively obliga-
tions from existing agreements (WTO+ 
agreements). On the other hand, they 
target countries with considerable eco-
nomic potential (size and growth) and 
with extensive trade barriers in place 
against EU imports and investors. These 
criteria were mainly relevant for the se-
lection of the ASEAN countries (Brunei, 
Indonesia, Cambodia, Laos, Malaysia, 
Myanmar, the Philippines, Thailand, 
Singapore, Vietnam), India and South 
Korea as well as the Andean Community 
of Nations and Central America as tar-
gets for bilateral free trade agreements. 
The current negotiations with the ACP-
States, which are designated to be con-
cluded at the beginning of 2008, play 
another important role, in particular 
in securing access to strategic raw ma-
terials and protecting EU investments 
therein. Furthermore, negotiations with 
the Mediterranean countries (Euromed-
countries) regarding market liberaliza-
tion for European service providers and 
investors are on-going.

Given the strong mercantilist bias of the 
new strategy, it is not surprising that the 
new bilateral FTAs take up issues which 
have been protagonized by the EU in the 
Doha Round, but had to be dropped upon 
fierce resistance from developing coun-
tries. These are in particular the so-called 
Singapore Issues, which include liberali-
zation of investment and establishment, 
liberalization of public procurement, as 
well as regulatory disciplines on competi-
tion. Also, the liberalization of services as 
well as the protection of intellectual prop-
erty rights, especially the enforcement of 
existing international standards (TRIPS-
agreement), feature prominently among 
the issues covered by the bilateral trade 
agreements. Last but not least, in the ne-
gotiations the EU targets a wide variety of 
regulations, which are considered as non-
tariff barriers to trade, and pushes either 
for their elimination or harmonization 
with EU standards.

In contrast to the explicit liberalization 
agenda of the Global Europe Strategy, the 
European Commission and Peter Man-
delson in person have repeatedly claimed 
that not commercial interests but develop-
mental concerns are the primary motiva-
tion for negotiationg economic partner-
ship agreements with the ACP countries. 
While Mandelson in a recent speech to the 
Committee on International Trade of the 
European Parliament conceded that “trade 
is not the panacea for development”, he in-
sisted that “only domestically driven policy 
reform built on firm foundations of good 
governance and an enabling environment 
for business and investment can secure the 
economic growth and development which 
the ACP countries need”, and that “trade is 
critical to support and build on this reform 
and, in so doing, deliver inclusive growth 
and jobs”. Therefore he acknowledged to 
be ”so keen that EPAs address issues such 
as competition policy, public procurement 
and trade facilitation”. By that economic 
recipe, which is firmly rooted in the liberal 
mainstream of development economics, 
the Commissioner ostensibly believes that 
ACP countries might escape, in his words, 
“commodity dependence and decreasing 
diversification” and enter a path of “sus-
tainable development, not unsustainable 
poverty.”5

The trade policy agenda, however, that 
the Commission is proposing to the ACP 

Bilateral trade negotiations 
are supposed to bring further 
achievements in market liber-
alization

The EU Commission calls EPAs 
the path to sustainable devel-
opment, but presents a trade 
agenda to the ACP countries, 
which includes all basic eco-
nomic elements of the Global 
Europe strategy
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countries in order to achieve those ends, 
resembles all the basic elements of the 
Global Europe strategy, both in terms 
of market access requests and regulatory 
disciplines proposed. Based upon GATT 
Art.XXIV, which stipulates a regional 
trade agreement to liberalize “substantial-
ly all the trade” between the contracting 
parties, market access commitments de-
manded from ACP countries infer a sig-
nificantly higher adjustment burden upon 
them than for the EU, which is already a 
rather open economy. Thus, for instance, 
the EU asks for tariff reductions covering 
up to 80% of traded goods, enhanced 
market access in services, liberalization of 
investment regimes as well as public pro-
curement, enforcement of IPR protection 
legislation, abolishment of non-tariff bar-
riers etc. The development content of the 
EPAs comes in via two channels: the first 
is given by the WTO legal framework on 
special and differential treatment. Instru-
ments applied are longer transition and 
implementation periods, less than full 
reciprocity in tariff reduction commit-
ments, exemptions for sensitive products. 
The second set of measures relates to the 
mitigation of adjustment costs and the 
elimination of supply side constraints. 

Here, funds are to be supplied by EU and 
Member States’ development cooperation 
programms in order to stabilize the pub-
lic budgets for the loss of tariff revenues 
after the implementation of tariff reduc-
tion commitments. Given that tariffs are 
responsible for up to 40% of total pub-
lic revenues in many ACP countries, the 
importance of this issue becomes evident. 
In addition, under the heading “Aid for 
Trade” money shall be made available to 
support infrastructure investment, diver-
sification of export-oriented production 
activities and their marketization, tech-
nical training and similar activities. For 
that purpose the Commission has offered 
to set up regional funds in each of the six 
EPA regions, that administer the proper 
use of those financial resources. However, 
no precise numbers have been announced 
yet, since the Commission wants to make 
funding dependent on the extent of mar-
ket liberalization commitments under-
taken by the ACP countries. 

5  All citations are from “Remarks by Peter Mandel-
son, European Parliament debate on Economic 
Partnership Agreements“, Strasbourg, 22 May 2007, 
http://ec.europa.eu/commission_barroso/mandelson/
speeches_articles/sppm149_en.htm

The EU asks for market liber-
alization of trade in services 
and public procurement, the 
enforcement of Intellectual 
Property Rights, etc. 

Country Share Country Share

Algeria 12.1% Morocco 18.8%

Bangladesh 30.0% Nepal 30.9%

Burundi 16.4% Oman 10.3%

Cameroon 31.6% Pakistan 15.4%

Congo D.R. 33.7% Papua New Guinea 24.2%

Congo 23.2% Paraguay 17.5%

Côte d‘Ivoire 27.6% Peru 10.5%

Dominican R. 44.1% Philippines 19.6%

Ethiopia 26.3% Sierra Leone 49.8%

Guinea 12.9% Sri Lanka 27.4%

India 24.1% Swaziland 54.7%

Iran 14.4% Syria 11.7%

Jordan 20.4% Thailand 12.3%

Lebanon 39.0% Tunisia 12.5%

Madagascar 53.5% Uganda 50.3%

Mauritius 29.3% Venezuela 12.1%   

Import Duties as a Share of Total Tax Revenue 
in Selected Developing Countries in 2001
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Thus, clearly, the European Com-
mission’s view on the nexus between 
trade and development is informed by 
what some critics have termed the aug-
mented Washington consensus. Aug-
mented in the sense, that it sticks to 
the original agenda of the Washington 
Consensus with its liberalisation and 
deregulation plus tight fiscal policy 
agenda, but augments it with regula-
tory and governance reforms. Thus 
some limited aspects of the mainstream 
critique of the Washington consensus, 
which have been voiced by prominent 
economists such as Joseph Stiglitz (e.g. 
Stiglitz/Charlton 2005) or Dani Rodrik 
(e.g. Rodrik 2004) are taken into ac-
count. Unfortunately, recent economic 
studies are not lending optimism as to 
the chances for success of implementing 
policy agendas alongside the augmented 
Washington Consensus. An analysis of 
Rodrik, Hausman and Velasco (2005) 
has shown, that while episodes of high 
economic growth have been quite fre-
quent during the second half of the 
1990s, almost none of them has had its 
reason in comprehensive policy reform. 
Secondly, comparative historic studies 
have clearly described that in contrast 
to present-day institutional and regula-
tory structures, virtually all successful 
industrialized countries have extensively 
employed a wide set of discriminatory 
or protectionist policy instruments, the 
application of which is severely restrict-
ed if not prohibited under current in-
ternational economic law. In a seminal 
study, Chang (2002) argues convinc-
ingly that decades of protectionist in-
vestment-, trade, technology and other 
economic policies have been a decisive 
factor for the industrial development 
of the UK, the US, Germany, Japan or 
Korea. Thus, the approach taken by the 
EU vis-à-vis the ACP countries risks 
throwing the baby out with the bath-
water. Institution building to the likes 
of liberal economic states does not only 
surpass the capacities of most develop-
ing countries, it additionally risks to 
block effective policies to foster growth 
and development by “kicking away 
the ladder”, upon which industrialized 
countries have built their success.

Thus, the error of the EU’s approach 
in the EPA negotiations is exactly that 

it wants to implement an institutional 
structure, that may – under certain 
circumstances – be suitable for today’s 
industrialized countries, but certainly 
not for the current politico-economic 
conditions in the ACP countries, in 
particular the 38 LDCs among them. 
Thus the EU’s strategy is likely to for-
feit the economic development po-
tential of the ACP countries, instead 
of unfolding it, against what has been 
repeatedly stressed by the Commission. 
Unfortunately, the economic strength 
of the EU provides it with dispropor-
tionate negotiating power compared to 
the ACP countries. Certainly the EU 
will not hesitate to apply pressure on 
the ACP countries to coerce them into 
agreements, that might turn out to infer 
not only temporary but long-term “ad-
justment costs” upon them. 

Given the negative outlook regarding 
the likely results of these negotiations, 
would a failure of the negotiations not 
be a preferable outcome? On an ab-
stract level, the answer to this is a clear 
yes. The policy recommendation would 
be: accept failure of the current negotia-
tions and go back to the start! In terms 
of real-world politics, existing power 
asymetries and relations of economic 
dependence between the EU and the 
ACP countries, a complete break-down 
of the negotiations is however not very 
probable. In that case what can then be 
hoped for? Is there any room for improv-
ing on the current state of affairs of the 
negotiations? For assessing this question 
we should again look at the geo-political 
context of the negotiations. Against the 
public rhetorics that there are no com-
mercial interests at stake, and that these 
negotiations are evidence of its benevo-
lent altruism, the EU has a clear interest 
in securing access to strategic raw-mate-
rials (hydrocarbons, metalls, diamonds 
etc.) in Africa. The aggressive strategies 
of the US and China have recently in-
creased the continent’s strategic impor-
tance and unleashed a race for securing 
strategically important investments in 
Africa. Clear indications exist that EU 
decision makers fear that Europe might 
lose influence in the region, unless 
the strategies of the US and China are 
countered by determined action by the 
Union. Therefore, ACP countries could 

All successful industrialized 
countries had protectionist and 
discriminatory policies to de-
velop their economies, but this 
is what the EU wants to refuse 
for the ACP countries

The EU applies pressure to 
force the ACP countries to sign 
bilateral trade agreements
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go further in testing the EU’s propen-
sity to compromise on points of major 
interests for ACP governments.

A second factor which should be cited 
here is migration. Migratory pressure 
from Africa to Europe has been mount-
ing in recent years. EU policy makers 
face a dilemma in dealing with this issue. 
Their efforts to manage immigration to 
the EU are notoriously unsuccessful. In-
creasingly repressive methods employed 
against thousands of African migrants 
do not meet their ends, except that they 
contribute to serious human rights viola-
tions and the death of hundreds of peo-
ple in the Mediterranean Sea. On the 
other hand in almost all Member States 
fears against the consequences of migra-
tion are on the rise, including xenopho-
bic and racist political movements, the 
latter putting pressure on governments 
to further shield the EU from immigra-
tion. Evidently though, the only promis-
ing strategy to ease migratory pressures 
would consist in improving the living and 
working conditions in African countries. 
Thus, it is odd that in the mainstream 
of public discourse the EPA negotiations 
are wrongly considered as some sort of 
a humanitarian exercise, instead of rec-
ognising these negotiations as being in 
the enligthened long-term self- interest 
of European societies. EPA negotiations 
should, hence, be much more explicitly 
linked to the problematique of migra-
tion by civil society organizations and 
progressive social movements. To make 
it clear: I do not contest the desirability 
of more liberal EU immigration policies, 
but consider - conceptually reformu-
lated - EPAs a necessary and desirable 

complement to the former. If it could be 
achieved that EPAs are considered by the 
EU public as a central element in foster-
ing sustainable development in African 
countries so as to make them a more 
attractive place to live and work for its 
peoples, then chances would improve to 
push successfully for a major re-orienta-
tion in the negotiations.

Overall, such a re-orientation would 
need a long-term commitment from 
the EU and a prioritization of the spe-
cific needs and economic weaknesses of 
each country in order to spur the devel-
opment potential of each of them. Inter 
alia, this would mean the construction 
of diversified productive structures with 
a prioritisation of production for the 
internal market, the development of in-
frastructures for the satisfaction of basic 
needs in nutrition, health and sanita-
tion, investment in education, as well 
as the eradication of epidemic diseases 
which continue to plague large parts of 
the population. Within that approach, 
trade policy would only play a sub-ordi-
nate, but supporting role for the gradu-
al development of the ACP economies. 
Policy space in terms of the definition 
of tariffs and non tariff instruments in 
order to foster local development would 
have to be broadened instead of re-
stricted as is currently proposed. Trade 
liberalisation, investment de-regulation 
and the like would only be eventually 
implemented as a consequence of suc-
cessful economic development, but not 
mistakenly used as a panacea for devel-
opment. For, only the development of 
underdevelopment would be the likely 
outcome.

Migration becomes a funda-
mental issue in the EU-Africa 
relations, but is totally neglect 
in the EPA negotiations direc-
tives
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The EC seeks bilateral trade 
agreements during the transi-
tion to multilateral decisions

The course of action of DG-Trade 
seems to be strongly misunderstood 
amongst many actors in civil society. It 
is therefore important to further discuss 
the divide in perceptions regarding the 
Global Europe Strategy.

The current WTO round did not turn 
out the way DG-Trade wanted it to. It 
was not the European Commission’s 
intention to deceive multilateralism. 
Contrarily, the EU was the strongest 
supporter of multilateral agreements, 
strongly supported by Germany and 
many other WTO members. EU trade 
commissioner Peter Mandelson tried the 
impossible to make genuine suggestions 
in Geneva, also within the agricultural 
sector. But most of his suggestions were 
not supported by other WTO members, 
such as the United States.

It is true that industrialists and poli-
ticians from member-countries, such as 
Germany and others, pledged for bi-
lateral agreements, arguing, that while 
multilateral negotiations would fail, 
most developed countries were con-
cluding bilateral agreements. The Eu-
ropean Commission always preferred 
multilateral agreements, but decided at 
the meantime that bilateral agreements 
would have to be concluded in order to 
save Europe’s economies. This was not 
meant as a move against multilateralism, 
but rather as a parallel movement until 
multilateral discussions were concluded.

The Global Europe strategy is mainly 
directed at emerging markets, especially 
the ASEAN, India and South-Korea. The 
reality has changed as the world cannot 
be divided into North and South any-
more. The South is developing in many 
regions with the potential for becoming 

II.  EU-ACP-NEGOTIATIONS OVER ECONOMIC  
 PARTNERSHIP AGREEMENTS – 
 STOCKTAKING AND FUTURE PERSPECTIVE

DG Trade’s perspective on EPAs and Global Europe

Martin Dihm, Directorate-General for Trade, 
European Commission, Brussels 

more powerful than some of our own 
EU member states. Economic dynamics 
are shifting and it has become necessary 
for the EU to distinguish between least 
developed countries and emerging mar-
kets. The latter can by now be treated at 
eye level and have to be included into 
our trade strategy, in order to save the fu-
ture of the EU. Europe is not just profit-
ing from this new trade strategy but also 
grants concessions to emerging coun-
tries. By opening its markets and expos-
ing its industries to highly competitive 
companies, employment in Europe is at 
risk. Besides, the EU can only contribute 
positively to the world economic system 
if it remains a powerful player. This is 
what lies at heart of the Global Europe 
strategy.

The ACP countries themselves are 
not a homogenous group which further 
complicates the topic. Some have a high-
er per capita income than some of the 
new EU member states. Furthermore, 
EPA negotiations are not used by DG-
Trade as an instrument to obtain eco-
nomic advantages in Africa. Also there is 
no lobby or other kind of pressure from 
industries regarding our ambition in ne-
gotiations with the ACP and every meet-
ing or negotiation with ACP-countries is 
held together with the Directorate Gen-
eral for Development, showing our de-
velopment concerns regarding the EPA 
negotiations. 

EPAs are not related to the Global Eu-
rope strategy as they already started with 
the Cotonou-process in 1996. Back then, 
there was a consensus between all par-
ties, including civil society, that the trade 
preferences were helpful but not suffi-
cient. ACP-countries did not diversify 



18

II. EU-ACP-NEGOTIATIONS OVER ECONOMIC PARTNERSHIP AGREEMENTS 

Non-ACP-countries argue 
that there is no reason for 
Europe to treat ACP-Countries 
better than other developing 
countries

their exports, performing less effective 
than other developing countries without 
preferential access to European markets. 
Therefore the strategy needed to be com-
bined with national policies to embrace 
competition as well as investment poli-
cies and trade facilitation measurements. 
The outcomes are based on long-term 
discussion processes between the EU and 
ACP-countries. Besides, there is pressure 
from other developing countries, com-
plaining that there is no reason for Eu-
rope to treat ACP-Countries better than 
other developing countries. There are no 
arguments to defend that and it became 
clear that EPAs had to be designed com-
patible to the WTO – merely for legal 
reasons.

Liberalisation can be good if done 
right. A gradual, slow and well escorted 
liberalisation process is positive also for 
ACP-Countries. DG-Trade calls this 
process progressive and has published 
many papers on this issue. 

The negotiations on EPAs need to be 
closured by the end of 2007. This is first-
ly because the special permission from 
the WTO in Geneva phases out end of 
2007 and secondly, because it was agreed 
in the Cotonou agreement. The negotia-
tions so far are marked by various diffi-

culties. The ACP countries insisted on a 
strong development component, which 
was just as much in the interest of the 
EU. However, the EU sees the need to 
link development assistance to trade and 
to establish a framework including trans-
parent rules for trade and investment. So 
far, especially the poorest ACP countries 
lack or don’t enforce existing trade-re-
lated rules. Consequently, foreign as well 
as domestic investors prefer to invest 
somewhere else. The EPA strategy wants 
to change this. 

DG-Trade received strong criticism 
from civil society, especially from Great 
Britain, who brought up alternatives that 
have been discussed widely. Besides, EU-
member countries sent out diverging sig-
nals and several ACP countries did not 
have the capacity to talk about such com-
plex issues. All those aspects lead to delays 
within the negotiation, but yet, progress 
can be seen in all six negotiating regions. 

The negotiations could be concluded 
within time, but clearly more political 
will is needed from both sides, the ACP 
as well as from European member states. 
After all, European member states also 
struggle to abolish further trade barri-
ers, especially related to agriculture and 
services.

The EU sees the need for EPAs 
to link development assist-
ance to trade and to establish 
a framework that includes 
transparent rules for trade and 
investment
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Identifiable advantages need 
to be generated for developing 
countries within WTO-nego-
tiations 

The Greens’ perspective on Global Europe and EPA’s
Helmut Breiderhoff,  “Alliance ‘90/The Greens”, Berlin

The USA as well as the EU will not 
be able to further operate the Doha-
round if they don’t manage to come up 
with new offers for developing countries. 
‘More of the same’ will not suffice. Final 
WTO declarations usually conclude that 
the Doha-Round needs to be continued 
but it never explains how this should be 
done to achieve the desired outcomes. 
The Greens stress that this is a develop-
ment round, meaning that nameable and 
identifiable advantages have to be gener-
ated for developing countries.

Concerning the collaboration between 
DG Trade and DG Development within 
the European Commission, it is impor-
tant to recall that the latter was not al-
lowed to participate in the negotiations 
during the WTO Ministerial in Hong 
Kong and that coherence between those 
two departments is virtually nonexistent 
– although topics with high relevance to 
development are affected.

It is difficult to cross-reference on all 
countries simultaneously, when analys-
ing the Global Europe strategy. India 
and Korea for example, have excellent 
capacities to assess whether far-rang-
ing free trade agreements with the EU 
make sense or not. The case is different 
for weaker states, such as ACP countries, 
that don’t have the capacity to fully assess 
the effects on their future development. 

Regarding tariffs, it makes little sense 
to proclaim an alternative to income 
from tariffs if the general trade frame-
work is unclear. It can be doubted, 
whether ACP-Countries have the insti-
tutional competence and the necessary 
resources to make up for losses in tariff 
incomes within a short time.

The Greens do not doubt that some 

kind of economic partnerships with 
ACP-countries should be concluded, 
as most other developing countries will 
not accept any extension of the current 
WTO waiver covering non-reciprocal 
trade preferences, insisting on non-pref-
erential market access.

It is unfortunate that French agricul-
ture interests are protected on different 
levels and that within the EU the proc-
ess of diminishing quotas and tariffs is 
slowed down. But the Europeans would 
gain some room within the negotiations 
if they showed more flexibility in the 
field of rules of origin and standards. 

Generally, rural development should 
by no means be negatively affected by 
any trade agreements. The worst-case 
scenario would realize with a further 
opening of the ACP markets to highly 
subsidised EU products. African De-
velopment Indices, for example, show 
that agriculture serves foremost as the 
primary employment field and therefore 
cotributes significantly to the reduction 
of poverty. It would be very peculiar if 
EPAs were concluded and European 
tomatoes and chicken are continuously 
dumped on these markets.

There is a need to talk about the for-
mation of rules procurement and invest-
ments. In the case of Africa it seems as 
if the foremost interest of the G8 is not 
a radical market liberalisation but rather 
a genuine interest how investors could 
be attracted to African markets for the 
sake of development. For instance, the 
German Investment and Development 
Society (DEG) tries to encourage Ger-
man investors to increase investments 
in Africa, but does not manage due to a 
lack of interest within the German pri-

Rural development of ACP-
countries should by no means 
be negatively affected by 
trade agreements. 
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vate sector. Besides, when looking at the 
NePAD framework, it shows that many 
African countries, such as South Africa, 
rate transparent rules on investment and 
government procurement as a necessary 
precondition for economic development. 
Whether this can be connected to EPAs 
depends on various conditionalities 
during the EPA negotiations. What do 
ACP-countries think about this matter? 

On which economic level does regional 
integration make sense? It is to some de-
gree accepted by different ministries of 
development that the extent to which 
liberalisation benefits development proc-
esses depends on the degree of economic 
development. How then will these issues 
be included into EPAs with differently 
developed countries? These are but some 
of the challenges ahead.

EPA’s effects on development 

The setup of the EPAs will contribute 
little to development, as Werner Raza ar-
gues within the discussion. While the di-
minishing of EU import restrictions in a 
few remaining sectors (like sugar) might 
enhance Africa’s export activities, this 
will not make a big difference in regards 
to poverty alleviation. The EU can de-
crease tariffs, it can eventually eliminate 
export subsidies, but this will not solve 
all problems of African states. Due to 
war and corruption, many of the affect-
ed countries have not had the chance to 
build up the institutions needed to pre-
pare the private sector for global compe-
tition. The only leeway within EPAs lies 
in some industries to protect. But more 
important is the institution building 
and it is questionable, whether the EU 
is willing to give the necessary assistance 
in this field. Joy Kategekwa from South 
Centre confirms that there is no real tan-
gible investment in Africa to create these 
linkages. Besides, institutions are miss-
ing to sustain the private sector in adapt-
ing to global trade. Martin Dihm agrees 
to the importance of institution build-
ing and argues that the EU is deeply in-
volved in this matter. Yet he claims that 
this is a long term-process that cannot 
be rushed. He states that there is no bet-
ter alternative to EPAs, which are linked 
to development assistance and provided 

with endorsements for monitoring and 
improvements in case of failure. Klaus 
Schilder from WEED doubts Europe’s 
concern for Africa’s development and 
refers to negotiations with the ESA 
EPA-group, where development orien-
tated suggestions and alternatives (such 
as development benchmarks, a 10-year 
moratorium regarding liberalisation and 
a detailed development matrix) are not 
accepted to the EU due to predefined 
control-criteria.

Europe’s interests in Africa

Within the discussion, the EU’s in-
terests in Africa were hotly debated. 
Martin Dihm describes Europe’s con-
cern for Africa as a mix of altruistic and 
long-term political interests. The altru-
istic part comes from countries, such as 
France and the UK, who want to take 
responsibility for their former colonies. 
The long-term political concern lies in 
the control of immigration and the hope 
that the neighbouring continent will 
one day turn into an interesting trading-
partner to achieve economic growth. He 
also claims that the EU wouldn’t mind 
to include safeguard clauses within EPAs 
– also in sensitive sectors like chicken or 
tomatoes – or to exclude them complete-
ly from liberalisation. Yet, he claims that 
there seems to come little interest from 
Africa’s side in this regard, since there are 

Discussion
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many Africans who like cheap imports 
from the EU. Helmut Breiderhoff argues 
that for his party, it is an ethical ques-
tion to cooperate with ACP-countries 
on issues such as development, trade and 
economic growth. Also, he reinforces 
the necessity to cooperate in the field 
of environmental protection and good 
governance structures, saying that EPAs 
represent a good frame for doing so. Be-
sides, he also admits, that the economic 
competition from Asia forces Europe 
to not loose influence in Africa. Werner 
Raza in turn feels uncomfortable to hear 
about ethics in foreign policy and sus-
pects that there must be quite concrete 
interests of the EU to cooperate with 
ACP-countries. 

Agriculture export subsidies

Martin Dihm admits that the EU’s ex-
port subsidies in the agriculture-sector 
threaten Africa’s development and that 
it would be ludicrous if African states 
would confine their possibilities to pro-
tect certain sectors by committing to 
free trade agreements. He declares that 
export subsidies are the contrary of what 
DG-Trade intends and that the EU has 
agreed to eliminate these subsidies. “If 
we completely open our markets, we give 
developing countries the chance to export, 
which is in my point of view important, 
but within Europe there are many who 
want to slow down this process.”

Capacity of LDCs 
to evaluate consequences

Matthias Busse from HWWI claims 
that there is the danger that LDC coun-
tries will sign a treaty from which they 
do not really grasp all the consequences 
and complexities. Besides, he argues that 
the interests of smaller countries could 
be neglected within the discussions, be-

cause they get outvoted by bigger states 
within the regional trading blocks. Mar-
tin Dihm replies that the Caribbean 
and other ACP countries really do un-
derstand what it is all about, but that 
in some cases they are not very realistic 
with their demands. 

Regional trading blocks

Joy Kategekwa complains about the 
fact that many countries are struggling 
about the question of multiple belong-
ings to regional trading groups. If EPAs 
were meant to foster integration and 
promote development, she wonders, 
why it would be a key objective of DG 
Development to push countries to make 
quick, uninformed and hasty decisions. 
Martin Dihm in response argues that it 
is impossible to belong to several trad-
ing blocks because this would foster 
corruption. “If a truck comes to the Tan-
zanian border, the customs officer will not 
know, for which trading blocks to collect 
tariffs”.

Structures of the WTO

Klaus Schilder observes that the deci-
sion-making structures within the WTO 
are highly undemocratic and that this is 
one of the most important reasons for the 
failure of the current WTO trade negotia-
tions. “The countries opposing the policies 
were not only against these policies, but also 
against the untransparent and undemocratic 
processes within the WTO. A democratically 
legitimised multilateralism should be closer 
to the structures of the UN.” Martin Dihm 
counters that there is a need for a general 
framework of rules and mediation proc-
esses and that the WTO is doing so very 
successfully. “If you look at the fact that 
governments can sue the United States for 
the cotton subsidies, it is better than nothing 
– and it works.”
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1. Economic Partnership Agreements

Following 25 years of trade prefer-
ences since the first Lomé co-operation 
agreements, the ACP and EU commit-
ted in 2000 in the Cotonou partnership 
agreement to negotiate new trade ar-
rangements. These will be the Economic 
Partnership Agreements or EPAs and 
will replace and improve on the existing 
“Lomé” trade preferences. The ACP and 
EU agreed that the move to EPAs was 
needed because:

• Trade preferences have not delivered 
development. Although 97% of ACP 
exports enter the EU duty free, the 
ACP remain marginalised and un-
derdeveloped. The ACP share of EU 
imports has declined from 7% to 3% 
since 1975.

• Granting trade preferences to the 
ACP is not compatible with WTO 
rules on non-discrimination as pref-
erences can only be offered on devel-
opment grounds not geographical or 
political affiliation.

A 2001 WTO Ministerial Conference 
(Doha) granted a waiver for the EU to 
continue to offer the ACP trade prefer-
ences until the 31st of December 2007. 
EPA talks began at the all ACP level in 
2002 and with 6 ACP regions (4 Afri-
can, 1 Caribbean and 1 Pacific) between 
2003 and 2004. 

EPAs go far beyond preferential market 
access, complementing the WTO mul-
tilateral process by helping integrate the 
ACP into the world trading system. Their 
core benefit is the collective impact of the 
properly coordinated implementation of 

a series of measures. The combination of 
rules, preferences, aid and integration is 
far greater than the effect of the individual 
elements. This is why the EU places a high 
priority on the package of EPA measures 
that comprises of: 

• Regional integration: EPAs will 
be region to region agreements, sup-
porting ACP regional integration 
to build competitive markets and 
remove barriers to trade within the 
ACP.

• Rules: EPAs will promote trade and 
investment by providing a transpa-
rent and predictable rule based frame-
work in key areas such as investment, 
competition and public procurement 
and intellectual property.

• Trade related areas: EPAs will en-
hance cooperation in areas such as 
Sanitary and Phytosanitary Stan-
dards or Technical Barriers to Trade 
to help ACP exporters comply with 
EU and international rules. 

• Services: EPAs will remove barriers 
to trade in services to lower costs in 
ACP economies and promote growth 
in services that are now the bulk of 
international trade. 

• Market Access: The EU will 
maintain and where possible impro-
ve market access. With 97% of ACP 
exports entering the EU duty free, 
this means aiming for full market 
access, taking into account a few 
sensitive sectors. 

• Development cooperation: There 
will be co-ordinated EC and Member 
State finance to support institutional 
and policy reform, regional integrati-
on and supply side development.

The EU estimates the ben-
efit of EPAs in the properly 
coordinated implementation 
of rules, preferences, aid and 
integration. 

III. IMPORTANCE OF INVESTMENT AND SERVICE  
 SECTOR LIBERALISATION FOR REGIONAL INTE-
 GRATION IN AFRICA AND EPA-NEGOTIATIONS

Economic Partnership Agreements 
from a WTO’s perspective
Joy Kategekwa, South Centre, Geneva
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• WTO Compatible: EPAs will be 
WTO compatible, legally secure for 
traders and investors. This means re-
moving tariffs on "substantially all" 
trade but: long transition periods, ex-
emptions for sensitive products and 
improved competitiveness.

2. Alternatives

EPAs need to be in place on 1st Janu-
ary 2008 as the current EU trade regime 
legally expires on that date. Some ACP 
states hope for significant extra time to 
negotiate but this would need a exten-
sion of the WTO waiver. WTO mem-
bers are unlikely to grant this and cer-
tainly will not do so without demanding 
substantial erosion of ACP preferences.

If EPAs are not agreed or negotiations 
are delayed then Least Developed Coun-
tries (LDCs) would still have full market 
access under the Everything But Arms 
(EBA) initiative but without the long 
term security of EPAs, services, negoti-
ated rules of origin and other trade re-
lated rules. Developing Countries (DCs) 
could access the EU General System of 
trade Preferences (GSP) but this would 
give them the same market access offered 
to all countries at the same development 
level with no relative advantage in EU 
markets.

This means there are no alternatives of-
fering the development benefits of EPAs. 
Crucially, such alternatives continue the 
fragmentation of ACP regions between 
DC and LDC members, providing no 
rules, security or stimulus for regional 
integration to promote development.

3. ACP-EU joint EPA progress review 

The Cotonou Agreement (Article 
37.4) requires a formal and comprehen-
sive review of EPA negotiations in 2006, 
to ensure that no further time is needed 
for preparations or negotiations. As the 
issues affecting each negotiation vary re-
gion by region, the EU and ACP agreed 
in a joint declaration to base the review 
around 6 regional reviews that will be 
held in 2006. The regional reviews are 
underway and will be synthesised into an 
all ACP synthesis review that will be dis-
cussed at an ACP-EU Joint Ministerial 
Technical Committee in early 2007.

4. Key issues affecting 
progress in negotiation

All negotiations are moving forward 
although, clearly, they are moving at dif-
ferent speeds and with different priori-
ties, reflecting different regional needs. 
Some key areas affecting progress in all 
groups are as follows:

 
• Market Access: The ACP want full 

EU market access (Duty Free Quota 
Free as under EBA) which should be 
feasible (with a separate regime for 
South Africa if they join an EPA) if 
we can address the import regime for 
a few sensitive products, principally 
Sugar.

• Rules of Origin: Both the ACP and 
EU want EPAs to have simpler rules 
of origin that promote development 
while maintaining the integrity of 
preferences. However, there are di-
vergent needs and views within the 
ACP on the best approach, which 
will also have to be affected by the 
ongoing EU GSP rules of origin re-
form.

• Development finance: The EU set 
out a package of EPA related assis-
tance in recent Council Conclusions 
on Aid for Trade. Some ACP nego-
tiators also want specific develop-
ment finance commitments written 
into EPA texts or new EPA finance 
facilities. However, this contradicts 
agreements for donors to build such 
support into regional and national 
development strategies so as to ensu-
re consistent and complimentary fi-
nancing.

• Regional configuration: In Southern 
and Eastern Africa and SADC, some 
countries belong to multiple (legally 
incompatible) customs unions and 
there is an overlap with the existing 
EU-South Africa Trade and Deve-
lopment Co-operation Agreement 
(TDCA).

5. Common criticism of EPAs

There is significant controversy over 
EPAs, which is inevitable in the politi-
cally and emotionally charged area of 
trade reform. There are risks, hard deci-
sions and deep reforms required to make 

Alternatives to the EPAs would 
lead to continuous fragmenta-
tions of ACP-Regions between 
DCs and LDCs, providing no 
rules, security or stimulus for 
regional integration

All negotiations are moving 
forward although, clearly, they 
are moving at different speeds 
and with different priorities, 
reflecting different regional 
needs
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trade work for development. Many 
of these are on the ACP side as, with 
97% of goods already entering the EU 
duty free, there is not much more the 
EU can do on market access. The key 
point is that delaying change will make 
the choices harder. The ACP preference 
margin granted by EU market access is 
rapidly declining and the problems of 
change need to be measured against the 
failure of market access alone to deliver 
development. The ACP are marginalised 
in world trade, their share of EU trade is 
declining and there is limited diversifica-
tion in ACP markets with ACP investors 
still finding it easier to deal with Europe 
than their own countries or neighbours. 

Some common criticisms are present-
ed below. No one is suggesting that these 
issues can be easily resolved but the EU 
and ACP share the goal of using EPAs 
to promote development. A combina-
tion of using WTO flexibility, develop-
ment assistance and focusing on region 
by region solutions will provide a way 
forward to genuinely place trade at the 
service of development.

• The EU is forcing the ACP to re-
move tariffs and open markets: To 
get a WTO compatible Free Trade 
Area to give security to investors and 
governments means removing tariffs 
on substantially all ACP trade with 
the EU. However, the EU has very 
little commercial interest in the ACP 
(whose average tariff protection is 
quite low) and their competitors lie 
in Latin America and Asia. Phased 
and flexible liberalisation will also 
reduce consumer and input prices 
with more than enough scope in 
WTO rules to protect sensitive in-
dustries.

• There will be a devastating effect on 
Government finance through loss of 
tariff revenues: Tariff revenues are 
not a sustainable tax base to support 
poverty reduction. EPAs are an op-

portunity for change as liberalisation 
will phase in over a very long time, 
with exemptions and supported by 
co-ordinated fiscal reform. The ef-
fect is also often overstated as actual 
tariff collection rates are commonly 
low. Nevertheless where there are 
observable effects, the EU is ready to 
help countries, particularly the small 
and vulnerable, to cope through re-
venue support programmes.

• The EU is forcing ACP regional in-
tegration: Regional integration is a 
stepping stone to competitiveness and 
engagement in the World Economy. 
This is why it is at the centre of EPAs 
in the ACP-EU Cotonou Agreement 
– it is not an objective driven by EU 
interests. Integration can take many 
forms and the choice is an ACP one 
but the 2008 deadline is real and we 
need to ensure arrangements are le-
gally and practically feasible.

• There is not enough development 
assistance: The development finance 
is available within growing EU deve-
lopment budgets. We can programme 
it once we have EPA texts that define 
reforms and interventions. We must 
not, however, confuse the issue of the 
availability of finance with whether it 
is written into EPA texts or how it is 
delivered. Separate finance facilities 
increase bureaucracy and cut across 
ACP government plans.

• The EU is forcing rules on invest-
ment and competition / Singapore 
issues: Rules are essential for investor 
confidence. In the end the ACP can 
choose but ad hoc and untransparent 
arrangements stifle investment and 
promote corruption, running coun-
ter to development needs. It is ACP 
business and investors that demand 
rules. If we want to go beyond the 
WTO it is because there is no sense 
in having a co-operation deal going 
no further than what the multilateral 
level offers at any rate.

The ACP are marginalised in 
world trade, their share of EU 
trade is declining and there is 
limited diversification in ACP 
markets.
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The EU investment strategy is 
likely to lead to an increase of 
FDI in ACP countries

Investment liberalisation in the EPA context

Matthias Busse, Institute of International Economics 
(HWWI), Hamburg

The EU trade strategy vis-avis the ACP 
countries includes three pillars, which 
will be analysed in the following. Firstly, 
more transparency and state control shall 
be fostered – anyone who has been to Af-
rica and dealt with official rules, wishes 
for simplified laws and more transparen-
cy. Secondly, national treatment should 
be abolished, meaning that EU-invest-
ments should be treated the same way as 
national-ones. And thirdly, restrictions 
regarding capital transfer should be put 
to an end. The status quo shows that 
many ACP-countries already have bilat-
eral investment treaties (BITs). The EU’s 
plan is to use EPAs to establish common 
investment standards on regional and 
ACP-level.

It is known, that trade with ACP 
countries is not very prominent for the 
EU. In 2002, merely 3,3 percent of all 
foreign direct investments (FDI) outside 
Europe was traded with ACP states. This 
is very little and the economic dynam-
ics for European trade seem to take place 
somewhere else. For ACP countries on 
the other hand, 50 percent of incoming 
direct investments originate from the 
EU, showing that they are much more 
dependent on investment relations than 
vice versa.

In the course of this, I would like to 
pose three questions, which I will try to 
answer subsequently.

1. Will the EU’s investment-strategy 
envisaged within EPAs lead to an in-
crease of FDI flows from Europe to 
ACP countries?

2. If so, would this be positive? In 
which case would this have positive 
development outcomes?

3. Are there any negative repercussions 
to fear? And if this is true, what could 
be done to increase the positive and 
limit the negative consequences?

Regarding the first question, it can be 
assumed with certainty, that the invest-
ment strategy of the EU will lead to an 
increase of FDI in ACP countries. A 
general improvement of the investment 
climate – by increasing transparency, 
simplifying regulations and limiting 
corruption - would give a positive sig-
nal to many investors. The HWWI has 
recently conducted a study, concluding 
that in most cases, bilateral investment 
treaties lead to an increase of FDI. Con-
sequently, if EPA negotiations lead to an 
improvement of the investment climate, 
more FDI could be expected. 

With regards to the second question, 
in theory it seems mostly unambiguous 
that an increase of FDI leads to an in-
crease of capital stock and technology-
spillovers, which is to be rated positively. 
Technology spillovers can occur through 
the education of local employees and 
workers or through imitation of incom-
ing products. Also it may occur that em-
ployees get trained within multinational 
enterprises and start their own company 
or switch to a local enterprise at a later 
stage. Those outcomes can be frequent-
ly observed in Asian countries, where 
knowledge-spillovers and FDI have lead 
to increasing productivity and growth. 
Besides, competition through FDI can 
lead to a competitive environment in 
monopolised markets and therefore trig-
ger more efficiency. 

Thus in theory, an increase of FDI 
can be rated positively, yet empirical 
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evidence is ambiguous at best. Some 
countries seem to profit from FDI, oth-
ers don’t. A literature survey has shown 
that some preconditions must be met 
in order to benefit from direct invest-
ments. Amongst others, an open trade 
regime is necessary, so that exports can 
enter and leave the country easily. Also 
a certain level of vocational training is 
a precondition to attract quality invest-
ments. Besides, liquid financial markets, 
a stable banking system and functioning 
institutions and regulations are indis-
pensable to ensure that FDI is regulated 
the right way and that spillovers are fa-
cilitated. When analysing African coun-
tries, it becomes obvious, that most of 
the above-mentioned requirements to 
profit from FDI are far from being met. 
The HWWI has analysed the six EPA 
regions with regards to institutional ca-
pacities and state-regulations in order 
to determine which countries are not 
yet ready to open their markets to for-
eign direct investments. Outcomes have 
shown that in the ECOWAS region, 13 
of 16 countries are not yet capable to 
reap benefits from further trade and in-
vestment libealistion. The same accounts 
for 6 of 7 states in central Africa, 11 of 
16 countries in Eastern Africa and 3 of 7 

states in Southern Africa. On the other 
hand, within the Caribbean and the Pa-
cific countries, no problems are expected 
according to the study.

Thirdly, this shifts the focus of atten-
tion to the possible negative outcomes of 
increasing investment flows from abroad. 
Negative outcomes, such as pollution 
and the increase of corruption often 
occur within the sector of commodity 
production. Besides, when governments 
offer embroidered tax advantages e.g. 
within export processing zones, chances 
and risks are distributed unequally. In 
case of lacking rules of competition, for-
eign investors can act as monopolists and 
herewith impede local welfare.

I am convinced, that increasing FDI 
could have positive outcomes in line with 
the EPA strategy. Yet, a long list of basic 
preconditions need to be met beforehand 
and it seems that the experience, how 
this should exactly be done, is missing. 
Consequently, it is questionable, whether 
it would be wise to pressure ACP coun-
tries to conclude negotiations by the end 
of 2007. The ACP-countries need to go 
their own way at their own speed. The 
European Commission cannot possibly 
bear this task, it can only accompany 
countries in their development-efforts.

ACP countries need time to 
build up the right institutions 
in order to profit from FDI. 
Therefore, they should not 
be pressured to conclude EPA 
negotiations 

Most African countries lack 
the necessary preconditions to 
profit from FDI flows
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EPAs are leading to a much 
greater liberalisation than nec-
essary according to WTO-rules 
– especially in the fields of 
investments and services. 

Investment and services sector liberalization

Percy Makombe, SEATINI Harare

EPA negotiations between the EU and 
ACP-countries were primarily supposed 
to contribute to the economic develop-
ment of ACP countries, particularly in 
the fields of poverty reduction and the 
integration of the ACP-countries into 
the global economy. Yet, EPAs are lead-
ing to a much greater liberalisation than 
necessary according to WTO-rules. It is 
against this background that we have to 
interrogate investment and services sec-
tor liberalisation in Africa.

Services are critical to the economic 
performance of ACP-countries. Services 
include communication, distribution, 
finance, education, health and tourism 
and it is an acknowledgement that serv-
ices are becoming the fastest growing in 
the global economy. Under trade in serv-
ices the ACP agreed that EPAs would 
focus on strengthening the capacity and 
competitiveness in the supply of services 
of interest to them, aiming at increasing 
the value and the volume of their trade 
in goods and services. 

At the end of the first phase, trade in 
services had been discussed with regard 
to market access issues as well as the de-
velopment importance of services. There 
was an agreement that there was no firm 
obligation under the Cotonou agreement 
to liberalize trade in services in the con-
text of EPAs. Yet, both parties agreed to 
extend their partnership to encompass 
liberalisation of trades and services, retain-
ing the right to regulate and to introduce 
new regulations on the supply of services 
within their territories in order to meet na-
tional policy objectives. The negotiations 
would address how and whether special 
safeguard mechanisms in the area of trade 
and services could be established. 

ESA identified six negotiating clus-
ters: development issues, market access, 
agriculture, fishery, trade in services and 
trade related issues. So far, all issues ex-
cept services have been developed and 
discussed. In august 2007, COMESA 
plans to finalise a study regarding the 
impacts of existing liberalisation com-
mitments in the area of services. Some 
clusters under the study have been com-
pleted. In services the process of coming 
up with positions has started in August 
2006, leaving 16 months to the sched-
uled finalisation of negotiations. 

On the first meeting on trade in serv-
ices, the ESA-region agreed to expedite 
the completion of a regional framework 
on trade in services. Another session was 
supposed to take place but was postponed 
till next year. It is clear that ESA countries 
are not yet ready to conclude an agree-
ment on trade in services with the EU. 
The region will not be able to prepare 
and engage in services negotiations. This 
means that ESA countries may sing to 
an EU developed and not extensively de-
bated draft services text, that would spell 
disaster to the service sector in the region 
and would not address ESAs develop-
ment concerns. The EU is aggressively 
seeking the opening up in services. Yet if 
you look at the Cotonou it reaffirms that 
ACP countries must receive special and 
differential treatment. It is evident that 
the EC negotiating mandate is more ag-
gressive than Cotonou and WTO.

When listening to Falkenberg, the 
deputy of DG Trade, in June 2006, it 
becomes clear that it is really about trade 
rather than development. Development 
is coming almost as an after-thought. The 
EU argument is that securing a binding 

ESA countries are not yet 
ready to conclude an agree-
ment on trade in services with 
the EU.
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EPAs weaken attempts 
of regional integration

investment agreement would mean that 
ACP countries would benefit from an 
influx of FDI and that this would stimu-
late economic growth. But if you look 
at the evidence, also by the Worldbank, 
countries with investment agreements 
are not more likely to receive investment 
flows. UNCTAD and Worldbank say 
that primary obstacles in sub-Saharan 
Africa are political stability, security and 
reliable electricity rather than the lack of 
investment agreements.

EPAs also impose a particular model of 
regional integration that pulls in an entirely 
opposite direction to the existing regional 
integration initiatives, whose rational is to 
strengthen countries in trade with each 
other first. Under an EPA, the EU would 
be treated as favourable as members of the 
regional trade arrangement in contradic-
tion to the original integration ideas. By 
signing on to EPA, ACP-countries would 
be opening the door to the whole world 
to demand similar trade arrangements. 
There is nothing to prevent the US from 
demanding a similar deal. 

EPAs really do weaken attempts of 
regional agreement, yet the Cotonou 
agreement is explicit in that economic 
and trade cooperation shall build on re-

gional integrating initiatives of the ACP 
states. E.g. it is interesting to look at the 
changes taking place in CARIFORUM. 
So far, it treats Haiti more sensitively in 
terms of market opening demands. In 
the EPA negotiations the Commission 
has been pushing for single regimes and 
harmonized rules so that the EU has a 
single point of entry. 

In conclusion the principle of non-rec-
iprocity is very important. Every asym-
metrical relationship produces asym-
metrical results. In the case of Africa we 
believe that the social state must protect 
the rights of the people. Yet the reality is 
that the role of the state in giving that 
option is diminishing. This includes 
regulation of the entry, extend and con-
dition of foreign participation. In the 
development of rules, priority must be 
given to the establishment of safeguard 
mechanism, the right of the government 
to regulate government procurement in-
cluding preferential treatment for local 
service providers. 

Finally, one cannot liberalise without 
a strong regulatory system. Experience 
teaches that we can no longer behave as 
if we have complete faith in the ability of 
the market to provide services.
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At what stage should ACP-countries 
open to foreign direct investments?

Matthias Busse from the Institute of In-
ternational Economics (HWWI) contends 
that for ACP-countries, effective institu-
tions and regulations should be in place 
before opening up to foreign invest-
ments. Furthermore, he annotates that it 
is a difficult and long-lasting process to 
establish those institutions. It will require 
a long time for ACP-countries to get to 
a level where foreign investors can be ad-
equately controlled and therefore, time 
pressure should be taken out of EPA-ne-
gotiations. Nonetheless, he approves the 
idea of establishing some kind of EPAs, 
with the main mission of preventing 
foreseeable risks. Joy Kategekwa agrees in 
principal with Busse and states that the 
most important step for those countries 
should be to build the institutions, laws 
and capacities that are necessary to reap 
benefits from incoming investments. She 
therefore pledges for more time within 
the EPA-negotiations, claiming that de-
veloping countries need time and leeway 
to make their own experiences. Percy Ma-
kombe alleges that foremost the regional 
level should be supported in developing, 
referring to COMESA countries, where 
first initiatives on a regional level are tak-
ing place. “You need to strengthen your-
self in the own region, and when you feel 
that the conditions are right, you can go 
out there”, said Makombe. Besides, he 
alleges that impact assessment studies of 
EPAs have not been completed and that 
the current time pressure is destructive 
for the process. He refers to WTO ne-
gotiations, where every single deadline 
is being missed, saying, that it is nor-

Discussion

mal for trade negotiations to take long 
periods. Martin Dihm argues that Afri-
can countries have a lot of policy space, 
also paving the way for corruption. He 
contends that without secure investment 
regimes, transparency and institutions, 
investments in Africa will not increase. 
“Our vision is a development in Africa, 
where policy space is constricted”, says Mr. 
Dihm. Without incentives from outside, 
this situation will not change. It is in fa-
vour of waiting for too long, since the 
globalisation is at its peak.

What are the preconditions 
to reap benefits from Investments

Werner Raza makes a comparison be-
tween Latin America’s and Asia’s experi-
ence to point out that a long-term lib-
eralisation strategy is indispensable for 
reaping benefits from FDI and trade. 
He argues, that Asia’s success story was 
based on the terms of conditions that 
foreign investors had to comply with. 
Certain sectors were chosen for foreign 
investors to tap in and local content and 
performance requirements were estab-
lished in order to guarantee knowledge 
spillovers. South America also privatised 
state-owned enterprises and attracted 
foreign investors, but without the es-
sential obligations. The results were in 
most cases unsatisfactory leading to dis-
putes especially within the energy, water 
and telecommunication sector. Hence, 
within ACP-negotiations, useful condi-
tions and obligations should be included 
into the investment agreements. Regard-
ing the question whether poor countries 
will have the power to control incoming 
investments after the conclusion of the 
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EPAs, Matthias Busse argues that this 
would be the case if contracts were es-
tablished the right way. Since within the 
WTO, small countries manage to defend 
their interests, he believes that the same 
could be possible on bilateral level.

Busse also refers to the highly efficient 
Chinese system, where every foreign in-
vestor needs to have a local partner in 
order to guarantee technology transfer to 
the local enterprises. Yet, he doubts that 
this would work in the African context, 
asserting that the Chinese market is more 
attractive for foreign direct investors to 
tap in because of its huge size and reve-
nue-potential. For the ACP countries, he 
argues that it is especially important how 
the market is being liberalised. “If you pri-
vatise the local telephone company and sell it 
to a foreign investor, you will change a state-
owned monopoly into a privately-owned 
monopoly. Hoping to get development effects 
from that would be naïve”. He therefore 
recommends to promote competition 
and to establish a strong banking system 
with efficient regulations. After all, it is 
vital for local producers to get access to 
microfinance loans.

Rationale of local 
content requirements

Martin Dihm provokingly questions 
the rationale of local content require-
ments and argues, that one should dis-
tinguish between the right to regulate, 
which is necessary and discrimination, 
which does not make sense, in his point 
of view. In reply it was argued that lo-
cal content requirements make sense in 
order to prevent the skimming of profits 
into the investor’s home country. Matth-
ias Busse proposes to analyse the topic of 
profit transfer carefully. “If you take out 
a loan from a bank, you have to pay back 
more than you got initially. The crucial fact 
is what you use the money for. If you waste 
the money, it is a bad deal. The challenge 
is to invest it in order to add value to the 
country. This could take place through pro-
ductivity gains, education or the increase 
of capital goods”. Regarding preferential 
treatments of local producers, he con-
tends that this is not an effective way for 
attracting foreign investors. If the rules 
change frequently and in favour of local 
workers, FDI will eventually decrease.
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There is no facility to weigh 
the costs and benefits of EPAs 
by now, which means ACP 
countries by concluding EPAS 
are still left in huge economic 
uncertainty

IV. SOUTHERN AFRICA BETWEEN REGIONAL   
 INTEGRATION AND MARKET LIBERALISATION – 
 IMPLICATIONS OF A TRADE, DEVELOPMENT  
 AND COOPERATION AGREEMENT (TDCA)  
 AND A SADC-EPA

South African Free Trade Experiences 
with the European Union 
Gottfried Wellmer1, Coordination Southern Africa (KOSA), Bonn

Switching arenas

The EU is switching arenas in order 
to achieve its objectives notwithstand-
ing the protests of poor countries. In bi-
lateral trade deals with the ACP the EU 
is supping with a much longer/larger 
spoon than developing countries. The 
EU is therefore confident to be able to 
include her “WTO Plus” demands into 
the EPAs. The EU’s confidence is boost-
ed by having divided the ACP group 
into six regions, which did not yet man-
age to fix a common external tariff on 
imports within a functioning regional 
customs union. The final wording of 
the “regional” free trade agreements 
therefore have to be signed by each in-
dividual member state. On the strength 
of 76 signatures the EU hopes to ride 
back to the WTO early 2008 to restart 
the Doha round including the formerly 
rejected new issues. For the ACP mem-
ber states this means that either they 
win through with their ideas on trade 
and development in both arenas (WTO 
and bilateral EPAs) or they loose out 
completely in both arenas.

In world trade the ACP countries 
are of rather marginal importance, but 
for their natural ressources. These do 
have a strategic value and are control-
led by creating patterns of dependency 
through aid, free trade, certain invest-
ment rules amongst others. Free Trade 
gives the EU greater political influence, 
especially with the “WTO Plus” agree-
ments, by increasing market share at the 
cost of local producers (trade creation) 
and pushing other external competitors 
(which might have better and cheaper 
exports on offer, but no free trade agree-

ment) to back off the market a step or 
two (trade diversion).

The negotiators of the EU have not 
yet put their cards openly on the table. 
That makes it impossible for the ACP re-
gions to assess correctly how much a free 
trade regime will cost them in terms of 
loss of customs duties, the cost of func-
tioning new institutions needed for the 
implementation of, and the adjustments 
to, the free trade and the loss of employ-
ment. Nor do they know exactly how 
much is in it for them: will they just have 
to run faster in order to stay in the same 
place? Or will they actually gain some-
thing? However, they could compare 
ACP trade data since 2000 with South 
African exports to the EU. 

According to data of the European 
Commission’s Trade Directorate, with 
the support of the non-reciprocal trade 
preferences enjoyed under the Cotonou 
agreement the ACP increased the value 
of its exports between 2000 and 2005 
by an average 4.2% per year, whereas the 
exports of South Africa to the EU under 
the (F)TDCA – the Free Trade, Devel-
opment and Co-operation Agreement – 
increased by an annual 2.6 percent only. 

The performance of the manufactur-
ing industries was particularly striking. 
The ACP manufactured exports in-
creased by an annual 5.5%, while South 
African industrial exports increased only 
by an annual 0.7%. This is despite the 
South African expectation that Free 
Trade would help to diversify manu-
facturing industry, turn it into the eco-

1 This article appeared first in World Economy & De-
velopment In Brief, Special Report 3, Luxembourg 
(posted at www.wdev.eu, 23 July 2007)
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The SADC proposal to allow 
better trade conditions for the 
least developed countries was 
rejected by the EU-Commiss-
sion

nomic engine and move away from the 
eternal role of raw materials provider. 
If one looks at exports minus imports, 
then net exports of South Africa to the 
EU decreased between 2002 and 2005 
by an annual 2.6% according to South 
African trade statistics. Thus, increasing 
imports since trade liberalisation resulted 
in a negative current account which in 
early 2006 equalled 6.0% of GDP. Even 
though South Africa has a different and 
more developed economic infrastructure 
than most of the ACP countries, the 
mid term review of the TDCA1 between 
South Africa and the EU might offer a 
number of insights to ACP countries 
struggling with Europe’s EPA offer.

How the TDCA has been 
linked up to the EPA negotiations

Since 1910 South Africa operates a 
customs union with four ACP member 
states.2 After the democratic elections 
in April 1994, South Africa applied for 
membership in the Southern African 
Development Community, SADC; after 
having been granted entry, South Africa 
also applied for membership in the ACP 
group in order to profit from the non-re-
ciprocal market access preferences of the 
Lomé and Cotonou agreements for the 
period 1995-2007. South Africa expect-
ed that such a preferential trade and de-
velopment framework agreement would 
facilitate greatly the needed structural 
adjustments of its economy and help fi-
nance the democratic government’s ba-
sic needs approach in social policy. The 
other ACP members supported South 
Africa’s application to join because they 
needed a strong ally in the negotiation 
on a post Lomé accord with the EU.

The EU did offer South Africa support 
in managing its transition by means of 
development assistance and economic co-
operation. The EU allowed South Africa’s 
participation in the political dialogue of 
the EU with the ACP. However, the EU 

refused South Africa access to its mar-
kets on the same preferential terms as the 
ACP; instead the EU offered to negotiate 
a free trade agreement with South Africa, 
later termed the TDCA – the trade, de-
velopment and co-operation agreement, 
operative since January 2000 and ratified 
by the EU in May 2004. The TDCA was 
negotiated by excluding the other mem-
ber states of SACU and SADC.3 

South Africans repeatedly stressed, 
that the TDCA could not be regarded as 
a model for the EPAs the EU wants with 
the ACP, given that South Africa has a 
more developed economic structure than 
most ACP members. This meant that the 
ACP should get more concessions out of 
the mercantilist EU than South Africa 
had been granted. As the EU now want-
ed to negotiate with the rest of SACU 
and SADC members about an EPA, 
some states abandoned SADC because 
their economy is very different from that 
of South Africa. The DR Congo joined 
CEMAC in Central Africa, while Zim-
babwe, Zambia, Malawi and Mauritius 
joined the Eastern and Southern Africa 
Group (a derivative of COMESA). The 
remaining SADC Seven (four of them in 
a customs union with South Africa any-
way) felt that it did not make sense nego-
tiating an EPA without taking account 
of the TDCA already concluded in 1999 
without their consent. 

The EU has now decided, that South 
Africa should for its mid term review of 
TDCA join the SADC-EPA rump-group 
to help negotiate an EPA. The EU’s con-
dition is, that the TDCA would now serve 
as a model for the SADC EPA after all. 
The SADC proposed a variable geometry 
approach to the negotiation’s objectives, 
meaning that the least developed coun-
tries in the group – Mozambique, Angola 
and Tanzania – be allowed to retain their 
tariff free, quota free market access to the 
EU under the “Everything But Arms”, 
EBA, in a SADC-EPA. That was rejected 
by the EU.4 If LDCs join a Free Trade 

1 See the more detailed German background study: 
Wellmer, Gottfried (2006) ‘Polarisation by Free 
Trade. A mid term review of the trade agreement 
of the EU with South Africa’, 68 pp., COSA: Bie-
lefeld.

2 The British Empire gave Botswana, Lesotho and Swa-
ziland into the Southern African Customs Union 
(SACU) as a brideprice for the formation of the Uni-
on of South Africa in 1910. Namibia entrusted to 

South Africa was joined to SACU in 1920. Namibia 
joined legally and by its own free decision after inde-
pendence in 1990.

3 Besides the BLNS of SACU, the other members of 
SADC included Zimbabwe, Zambia, Malawi, Tanza-
nia, Mozambique and Angola; later on the DRCongo 
and Mauritius also joined SADC.

4 Commission of the European Communities 28 
Nov.2006, COM (2006) 673 final
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Due to the massive agriculture 
subsidies, the EU can not be 
called a “free trader” herself, 
but this is what she expects 
from the ACP states 

EPA, they will loose the EBA preferences 
and will have to sign up to the less gener-
ous free trade and the EU’s “WTO Plus” 
demands.

riculture and food markets to European 
Agrobusiness. 

Part of the game is land-reform, mean-
ing the end of the commons and the mar-
keting of land to the highest bidder. This 
aims at the heart of rural Africa’s culture, 
resulting in the creation of a class of land-
less rural paupers. In its proposals for 
EPAs the EU wants the ACP regions to 
accede to the 1991 version of the Interna-
tional Convention for the Protection of 
New Plant varieties (UPOV 1991), which 
severely restricts farmers’ rights to save, re-
use and exchange seeds. These traditional 
rights of farmers shall be restricted for the 
sake of developing new relations of de-
pendency on sterile hybrids or genetically 
modified organisms (GMOs) supplied 
by northern biotechnology corporations. 
The original TRIPS Agreement of the 
WTO gives developing countries in arti-
cle 27.3.b more flexibility in choosing the 
appropriate system of plant protection 
than the EU now proposes to the ACP.5 
That is the first point, underlined by the 
type of fishery’s agreements the EU is af-
ter. Secondly a Free Trade agreement may 
serve as a rather useful tool in defending 
the EU’s hold on the raw materials and 
minerals of the ACP against the competi-
tion by Asia and the US. And thirdly, the 
WTO-Plus agreements will tighten the 
screws of dependency.

WTO Plus issues in the TDCA

The TDCA deals with the protection 
of trade related intellectual property 
rights (TRIPs). South Africa did allow 
the import and the free land cultivation 
of GMO seeds of maize, cotton and 
soybeans.6 According to UNEP 50% 
of commercial soybean producers and 
85% of cotton growers in South Africa 
are now producing on the basis of GMO 
seeds. This “success” is based on the fact 
that most large commercial farms in 
South Africa are interested in labour sav-
ing pesticides and herbicides; therefore 
GMO that tolerate such chemical ap-
plications suit their needs. Already 500 

How South Africa 
ended up with the TDCA

• August 1994: SADC accepts demo-
cratic South Africa as a member.

• May 1995: The ACP ministerial Coun-
cil supports South Africa’s application 
to join its preferential trade agree-
ment with the EU excepting special 
protocols on cane sugar and beef. 

• June 1995: The EU rejects South Af-
rica’s application and suggests instead 
free trade. 

• March-November 1996: The ministe-
rial council of the EU and South Africa 
pass their respective mandates for a 
bilateral free trade agreement. 

• October 1999: The TDCA is signed. 
The objectives of the agreement are: 
consolidating the economic and social 
basis of South Africa’s transition; sup-
port for economic co-operation and 
regional integration in the Southern 
African Region; the mutual liberalisa-
tion of trade in goods, services and 
capital; developmental and econom-
ic/technical co-operation between 
the parties to the agreement. In ad-
dition, WTO Plus agreements on in-
vestments, services, competition and 
TRIPs were agreed to.

What is the objective 
of the EU’s free trade strategy?

Strictly speaking the EU is no free 
trader. Given the high subsidies in its 
common agricultural policy (CAP), the 
protective tariffs and import quota on 
many agricultural imports, one can only 
talk of “managed trade”. The CAP re-
form of the EU only pushed the subsi-
dies from the products to the producers, 
but did not decrease them. Food exports 
will still be subsidised until at least 2013. 
Export subsidies push EU food exports 
below world market price levels and 
facilitate a dumping of such goods, de-
stroying the existence of local producers 
in rural Africa in the process. The objec-
tive of this exercise had been to open ag-

5 See website of the Centre for International Environ-
mental Law, CIEL: www.ciel.org

6 Act N° 15 of 1997, the Genetically Modified Orga-
nisms Act of 1997. The Cartagena protocol of 1999 
was only referred to in an amendment to the 1997 
act by 2004.

The Intellectual Property 
Rights (IPRs) the EU demands 
are going far beyond the WTO 
arrangements, espacially in the 
agricultural (seeds) and medi-
cal (pharmaceuticals) sphere
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The EU is the biggest trading
partner for the SADC region. 
Trade between Germany 
and Namibia, however, is 
marginal and restricted to 
resource exports from Namibia 
and imports of manufactured
goods from Germany.

000 ha of land in South Africa are under 
GMOs. The number of permanent farm 
labour has been drastically reduced and 
replaced by seasonal labour. 

The Cotonou Agreement between the 
ACP and the EU does not oblige the 
ACP to include intellectual property 
rights that go beyond the WTO rules 
like copyrights, trademarks, geographi-
cal indications, industrial designs, pat-
ents, plant varieties and enforcement. If 
the ACP would sign up to these WTO 
plus demands of the EU, they will have 
to pay increased amounts of profit trans-
fers to the EU industries concerned. 
Given the vulnerability of farmers in 
ACP countries, CIEL writes, it is im-
perative that any system of seed produc-
tion, use and distribution is sensitive of 
developmental needs of local communi-
ties in the ACP. The EU draft EPA text 
for West Africa has several paragraphs on 
traditional knowledge and local farmers’ 
genetic resources; but the EU does not 
commit itself to any contractual obliga-
tion to defend the ACP against bio-pira-
cy and misappropriation of ACP genetic 
resources.7

When South Africa passed an act per-
mitting, in case of a national emergency, 
the enforced conclusion of licence agree-
ments for generic medicines (for instance 
against HIV/Aids as legal according to 
WTO rules), the international pharma 
corporations sued the Government for 
damages, thereby delaying implemen-
tation of the Act for years. Only after 
the social movements in South Africa 
informed international media, the out-
rage against the mercantilist greed of the 
powerful global corporations increased 
to such an extent, that they withdrew 
their lawsuit. They did not want to lose 
the useful image of being benefactors of 
humanity. 

But global corporations do have a 
problem, their greed. There are some 
medicines against AIDS that came into 
the market before 1995 and may be free-
ly copied in the form of generica. This is 
true for AZT and 3TC. As generica they 
help to lower the cost of treating AIDS 
patients in developing countries. In early 
2006 the pharmaceutical corporation 
of GlaxoSmithKline produced a com-
bination of two such cheaply available 
medicaments, namely AZT and 3TC. 

However, GlaxoSmithKline now wanted 
to register in Thailand and India (where 
such generica are produced) a patent on 
the combination of these two medicines 
as a new product, Combivir. That way 
the Asian pharmaceutical industry would 
no longer be allowed to produce these 
medicines as cheap generica. This would 
have resulted in thousands of poor pa-
tients having to die without treatment, 
leaving behind millions of aids orphans. 
When selfhelp groups of aids patients 
found out about the greedy tricks of the 
global corporation, thousands went to 
the streets to protest. GlaxoSmithKline 
had to withdraw its application for a pat-
ent registration. 

One need not use these examples of 
corporate greed as evidence of an inter-
national conspiracy of big capital against 
the poor. But such experiences dem-
onstrate that there are moral problems 
involved in TRIPs affecting the life of 
millions of human beings in the poor 
part of the world. The EU draft propos-
als for EPAs subject ACP countries to 
pressures from rightholders. The EU’s 
enforcement provisions on IPs do not 
allow the ACP public health safeguards. 
Legitimate public health interests are not 
protected. 

Since the Cotonou Agreement does not 
oblige the ACP to expand their WTO 
TRIPS agreements in their bilateral EPA 
with the EU, there should be a strict 
moratorium on additional intellectual 
property rights. Anyway the EU draft 
does not consider protecting legitimate 
interests of ACP citizens. Drafts for fair 
trade agreements look very different.

In the TDCA’s bilateral investment 
treaty between South Africa and the 
EU, the emphasis so far has always been 
on the rights of European investors that 
needed protection. No word was lost on 
the rights of the local workforce, their 
health and workplace security. In partic-
ular, the TDCA does not regulate how 
to proceed in conflicts between Euro-
pean investors and the host country. The 
arbitration process so far used is neither 
transparent nor legal. The public in de-
veloping countries is not informed about 
how or why arbitration was arrived at, 
7 D. Shabalala, D. (2007) ‘The Problem of Intellectu-

al Property in EPAs with the ACP countries’, May 
(www.ciel.org)
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The liberalization of trade in 
services narrows the access of 
poor people to basic services 
(water, electricity etc.) and 
exacerbates the extreme social 
inequality

there is also no legitimate court of ap-
peal to review the “ad hoc” arbitration. 
What is known about this illegal pro-
cedure is that in most cases arbitration 
ends up in favour of the foreign investors 
– at the cost of non-commercial objec-
tives such as public health and a clean 
environment. The increased protection 
of private investors basically reduces the 
right of the host state to ratify and im-
plement ecologically sound regulations 
in the public interest.8 

The TDCA enforces South Afri-
ca’s WTO obligations under the Gen-
eral Agreement on Trade in Services 
(GATS) and envisages an expansion of 
these obligations. The problem with the 
commercialisation of public services such 
as the distribution of clean water, elec-
tricity or telecommunication normally 
is that European service providers offer 
such a high standard and highly priced 
supply of basic services, that only the lo-
cal elite can afford to pay for them. In 
the poor rural areas of South Africa it is 
rare to find foreign service providers for 
banking, telephone or post, electricity, 
clean water and sanitation. African fam-
ily farmers without private property title 
to the field they cultivate will not get any 
credits from foreign owned banks. Euro-
pean corporations will have to learn how 
to be flexible in their design of affordable 
and accessible services before they de-
mand the opening up of services sectors 
to foreign competition. Otherwise they 
will limit service provision for the rich 
while excluding the poor. That would 
violate the non-discriminatory consti-
tution of democratic South Africa, it 
would exaggerate the extreme social in-
equality (inherited from almost 50 years 
of the apartheid regime), it would run 
counter to social development objectives 
of the host state.

The new South African legislation on 
competition tries to combine traditional 
aims of higher efficiency in implement-
ing public projects and increasing their 
usefulness to consumers with further so-
cial objectives such as employment crea-
tion, the break up of cartels, a greater 
spread of owners of the means of pro-
duction or the special support for small 
and medium sized enterprises. Com-
peting successfully for orders in public 
procurement, European businesses have 

developed a culture of corruption. The 
German president Horst Köhler recently 
asked in an editorial: “How do we justify 
the fact that half of the G8 countries, in-
cluding Germany, have not yet ratified 
the UN convention on combating cor-
ruption?”9 Why then should competi-
tion be included in an EPA? Let the EU 
members do their homework first.

Free Trade accelerates the
 impoverishment of the 
low skilled African workforce

There was civil war in South Africa in 
1992, but in that year the share of wages 
and salaries in the country’s Gross Do-
mestic Product amounted to 55.5%. 
Since then the neo-classical economic 
policy of government, a paragon of the 
World Bank and the IMF, has seen to it 
that this share decreased continuously 
to 42.9% in 2006.10 The central bank 
often revises data at market prices, but 
the trend for wage incomes points down-
wards over these 15 years.

In 2001 the share of the employed 
amounted to 43.7% of the population 
aged 15 to 65 years; in 2005 this share 
had been reduced to 41.7%. Unemploy-
ment remains intolerably high. Of the 
Africans aged 15 to 24 who have left 
school, only 15% have found employ-
ment. More than 50% are ‘officially’ un-
employed; others are called discouraged 
work-seekers. Amongst the age group of 
the 25 to 34 years old, the official un-
employment rate was close to 30% in 
2005. 

The incomes gaps between workers 
in the same industrial sectors is growing 
apart. There are workers in normal jobs 
backed up by social security schemes, 
there are the temporary workers em-
ployed and lent-on by subcontracted 
agencies (this may include foreign mi-
grant workers) and then the workers in 
the informal shadow economy strug-
gling for daily survival. Sub-contracting 
and outsourcing of production have de-

8  See the work of the International Institute for Sustai-
nable Development (IISD) in Winnipeg, Canada.

9  Frankfurter Rundschau, 1 Juli 2007, p. 15 .
10 South African Reserve Bank, National Income and 

Production Accounts of South Africa, Quarterly Bul-
letin, for 1985-1992 QB March 1993, for 1993-99 
QB March 2000; for 2001-06:QB March 2007.
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Despite the EU-South Africa 
trade agreement the south 
African exports to the EU 
only increased by 10 %. The 
Example South Africa shows, 
that free trade is no answer to 
development problems.

veloped as a managerial response to the 
success of the South African trade union 
movement in the 1980s as well as to the 
growing foreign competition for local 
market shares since the mid 1990s.

The growing importance of the shadow 
economy is accompanied by an increase 
in criminal activity, which should be 
analysed as an integral part of informal 
labour markets. One cannot seriously 
state that free trade will create increas-
ing social stability as the EU did in the 
TDCA. 

It had been the ambition of demo-
cratic South Africa to shed its traditional 
role of raw materials supplier in favour 
of diversifying manufacturing industry 
and increasing its export oriented out-
put. But export orientation also implied 
opening the local market to foreign com-
petitors. Since the start of the free mar-
ket agreement with the EU in 2000, the 
imports from the EU increased until the 
end of 2005 by 53%. The South Afri-
can exports to the EU increased only by 
10%. South Africa’s deficit of its current 
account of the balance of payments grew 
until the first quarter of 2006 to about 
6% of GDP. It is to be noted that the 
share of manufacturing industry in the 
value added of the total economy de-
creased from 25% (1997) to 18% (De-
cember 2005). The net exports of manu-
facturing industry decreased annually by 
about 2.6% according to South Africa’s 
trade data. One has to conclude that free 
trade by itself is no answer to (South) 
Africa’s development problems. Even 
the combination of free trade with de-
velopment aid and economic/technical 

co-operation has not yet changed South 
Africa’s structural problems. Aid and co-
operation have to get more effective. 

Conclusions 

1. The EU Commission should scrap its 
‘WTO Plus’ issues on investments, 
competition and services as it did in 
the multilateral Doha round. They 
are not the essence of EPAs. The 
EU’s expanded intellectual proper-
ty rights are unfair and odious. To 
make improved access to EU mar-
kets and new development assistance 
dependent on the ‘WTO Plus’ issues, 
is unacceptable and not demanded 
by WTO rules.

2. Aid for Trade has to be implemented 
in preparation to trade agreements, 
not as insufficient and much delayed 
gesture after the ratification of agree-
ments.

3. The integration process of ACP re-
gions like SADC has been crippled 
by EU’s interference.

4. The ACP must not be forced to con-
clude EPAs with the EU by the end 
of 2007. It would be counterproduc-
tive. 

5. The EU Commission should present 
attractive alternatives to EPAs, like 
an enhanced GSP plus, before the 
end of 2007. The ACP need a genu-
ine choice.

6. The pace of trade liberalisation 
should be bound to simple criteria 
such as the creation of work places 
backed up by social security institu-
tions in ACP member states.
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Regional Integration and EPA Configuration 
in Southern and Eastern Africa 
Mareike Meyn, Institute for World Economics 
and International Management (IWIM), Bremen

1. What is the Status Quo?

There are four economic integration 
frameworks in southern and eastern Af-
rica. The Eastern African Community 
(EAC) comprises Kenya, Tanzania and 
Uganda. The Southern African Customs 
Union (SACU) between South Africa 
and Botswana, Lesotho, Namibia and 
Swaziland (BLNS) is the only fully im-
plemented CU in Africa. SACU provides 
duty-free movement of goods and services 
within its territory and shows a Common 
External Tariff (CET) as well as common 
excise and sales duties, common rebates, 
refunds and drawbacks against third 
countries. Member countries have agreed 
on a revenue sharing formula to address 
the different development degrees be-
tween South Africa and the BLNS coun-
tries. Intra-SACU trade is comparably 
high, though South Africa’s intra-regional 
exports are highly dominating. Within 
SACU, South Africa, Lesotho, Namibia 
and Swaziland form the Common Mon-
etary Area (CMA), which can be classified 
a currency board with parity exchange, 
supposed to reduce transactions and in-
formation costs. The implementation of 
the SACU 2002 Agreement also aims to 
harmonise member countries trade-relat-
ed policies so that SACU moves towards 
a Common Market. SACU has already 
adopted elements of an Economic Un-
ion, like the coordination of monetary 
and fiscal policies. All SACU members 
are members of the Southern African De-
velopment Community (SADC), which 
comprises 14 countries. SADC intends to 
establish an FTA by 2008 and to move 
towards a CU by 2010 as stated in its Re-
gional Indicative Strategic Development 

Plan and confirmed by SADC Head of 
States in August 2006. However, to date 
the progress of implementing the SADC 
Trade Protocol, leading to an FTA, is lim-
ited and observers do not expect the FTA 
being fully implemented in time. SACU 
countries’ SADC membership does not 
infringe with the SACU Agreement since 
all SACU countries are SADC members 
and have agreed on a common liberalisa-
tion schedule in the context of the SADC 
FTA. However, Tanzania’s SADC mem-
bership infringes with its membership in 
EAC since Kenya and Uganda are not 
SADC members and will not join the 
SADC CU. Kenya and Uganda are part 
of the Common Market of Eastern and 
Southern Africa (COMESA), which Tan-
zania left in 2000. COMESA, the former 
“Eastern and Southern African Preferen-
tial Trade Area” (PTA) encompasses 20 
very heterogeneous countries in southern, 
eastern and northern Africa. COMESA 
launched its FTA in 2000, which how-
ever only 9 of the 20 members joined.1 
A CU originally scheduled for 2004 has 
been postponed to 2008. 

Both, SADC and COMESA, show 
only a low level of intra-regional trade due 
to internal and external trade constraints, 
such as a non-complementary produc-
tion structure and low industrialisation 
degree, low purchasing power and low 
macroeconomic convergence of member 
countries, protectionist trade regimes and 
1 Namely, Djibouti, Kenya, Madagascar, Malawi, Mau-

ritius, Sudan, Zambia and Zimbabwe. Burundi and 
Rwanda joined the FTA in 2004.

2 Meyn, Mareike (2005): “The Progress of Economic Regi-
onalisation in Southern Africa – Challenges for SADC 
and COMESA”. In: Hansohm, D. et al. (Eds.): Monito-
ring Regional Integration in Southern Africa. Yearbook 
vol. 5 (2005), Windhoek, NEPRU, pp. 186-210. 

Southern and Eastern Africa 
has four economic integration 
frameworks 
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various supply-side constraints.2 Moreo-
ver, overlapping memberships and the 
inconsistency of countries’ regional inte-
gration strategy have contributed to the 
low level of intra-regional trade. As can 
be obtained from Table 1, South Africa, 
Botswana, Lesotho, Mozambique and 
Namibia are the only SADC countries 
that have a consistent regional integra-
tion strategy. They either belong to one 
integration scheme that intends to form 
a CU (Mozambique) or have jointly en-
tered into the obligation of forming an 
expanded CU (SACU members).3 As can 
also be drawn from Table 1, the problem 
of overlapping memberships has partly 
been addressed hitherto. Thus, Lesotho, 
Mozambique and Namibia withdrew 
from their COMESA membership since 
it was not consistent with their SACU/

EAC SACU SADC COMESA Signatory to 
SADC Trade  

Protocol

Signatory to 
COMESA 

Trade Protocol

Withdrawal 
from SADC / 

COMESA

Angola X X
Botswana X X X
DR Congo X X
Kenya X X X
Lesotho X X X X
Madagascar X X X X
Malawi X X X X
Mauritius X X X X
Mozambique X X X
Namibia X X X X
Seychelles X X
South Africa X X X
Swaziland X X X X
Tanzania X X X X
Uganda X X
Zambia X X X X
Zimbabwe X X X X

SADC obligations and Seychelles with-
drew from SADC and opted for regional 
integration in a COMESA framework. 
On the other hand, the “spaghetti bowl 
nightmare” has even increased: Mada-
gascar’s accession to SADC last year is 
not consistent with its obligations in 
COMESA, and Tanzania’s withdrawal 
from COMESA is problematic since 
the other two EAC countries Kenya and 
Uganda are COMESA members. As a 
response, Tanzania announced to re-
join COMESA while keeping its SADC 
membership. Moreover, the COMESA 
member Rwanda seeks to join SADC 
and Seychelles wants to rejoin SADC 
while staying in COMESA4. Currently, 
there are nine countries in southern and 
eastern Africa with rivalry memberships 
to regional integration frameworks.5

Table 1: Rivalry memberships in 
regional integration schemes in Southern and Eastern Africa

Source: Author’s presentation.

By the end of 2007, six regional group-
ings of ACP countries and the EU shall 
have signed an asymmetrical, develop-

Multiple memberships to regional inte-
gration bodies do not only stress countries 
scarce financial, institutional and human 
resources but also constrain deeper eco-
nomic integration. With the negotiation 
start of the Economic Partnership Agree-
ments (EPAs) in 2002 the issue to solve 
the problem of overlapping memberships 
has become more urgent since economic 
integration in form of a CU would be best 
to enter into an EPA with the EU. 

3  Except Swaziland which still holds its COMESA 
membership. 

4  ECDPM (European Centre for Development and 
Policy Management) (2006): Trade Negotiations In-
sights vol.5, September-October 2006.

5  Namely Angola, DR Congo, Madagascar, Malawi, 
Mauritius, Swaziland, Zambia and Zimbabwe (SADC 
and COMESA members) and Tanzania (EAC and 
SADC member). 

Many African countries have 
the problem of overlapping 
memberships to regional trade 
agreements and inconsistent 
regional integration strategies.
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ment-oriented trade deal, which must 
be WTO-compatible, i.e. around 90% 
of bilateral trade has to be liberalised 
within around 10 years.6 However, since 
regional integration in southern and 
eastern Africa is still in its infancy and 
overlapping memberships to competing 
regional bodies are the case and not the 
exception, the EU concept to negotiate 
EPAs with regional CUs or FTAs was 
not applicable. After months of debate 
and speculation, southern and eastern 
African countries finally decided on two 
EPA configurations, none of them mir-
roring the original regional integration 
formation in SADC and COMESA. 

The SADC EPA comprised the SACU 
members Botswana, Lesotho, Namibia 
and Swaziland plus the three LDCs An-

gola, Mozambique and Tanzania. South 
Africa, which has already an FTA with 
the EU since 2000, was supposed to act 
as observer. The other SADC countries, 
namely DR Congo, Malawi, Mauritius, 
Zambia and Zimbabwe opted to negoti-
ate in the Eastern Southern Africa (ESA) 
EPA. Like the SADC EPA, the ESA EPA 
was a newly developed construct for EPA 
negotiations, comprising all COMESA 
members but Angola, Egypt, Libya and 
Swaziland. Currently, the ESA EPA en-
compasses 15 countries, namely Burundi, 
Comoros, Djibouti, Ethiopia, Eritrea, 
Kenya, Madagascar, Malawi, Mauritius, 
Rwanda, Seychelles, Sudan, Uganda, 
Zambia and Zimbabwe. DR Congo left 
the ESA EPA at the end of 2005 to join 
the Central African EPA. 

SADC COMESA SADC EPA ESA EPA LDC EPA ≠ RI 
obligation

Angola X X X X X
Botswana X X
Burundi X X X
Comoros X X X
Djibouti X X X
DR Congo X X X X
Eritrea X X X
Ethiopia X X X
Kenya X X
Lesotho X X X
Madagascar X X X X X
Malawi X X X X X
Mauritius X X X X
Mozambique X X X
Namibia X X
Rwanda X X X
Seychelles X X
Sudan X X X
Swaziland X X X (X)
Tanzania X X X X
Uganda X X X
Zambia X X X X X
Zimbabwe 7 X X X X
(South Africa) X Observer

Table 2: Southern and Eastern African countries’ memberships 
to regional integration bodies and EPA configurations 

Source: Author’s presentation.

6 According to Annex 1A, GATT on the “Understan-
ding on the Interpretation of Art. XXIV” (WTO 
1994).

7 Zimbabwe is classified as low-income country (< US$ 
825) by the World Bank but rejected to be classified 

as a Least Developed Country (LDC) by the United 
Nations in June 2006. Since Zimbabwe also does not 
have an LDC status in the Cotonou Agreement it can 
be expected that it will not be allowed to trade under 
the non-reciprocal EBA initiative. 

EPA configurations have 
added to the inconsistency of 
countries regional integration 
strategies
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As can be obtained from Table 2, the 
EPA configurations have added to the 
inconsistency of countries regional inte-
gration strategies. Thus, the obligations 
of the ESA members Malawi, Mauritius, 
Zambia and Zimbabwe are not consistent 
with their obligations under the SADC 
Trade Protocol, which foresees the estab-
lishment of a SADC CU by 2010. For 
the EAC members Kenya, Uganda and 
Tanzania, which established a CU by 
January 2005, the problem of rivalry re-
gional memberships is even more press-
ing. Tanzania opted for the SADC EPA 
to bind itself close to South Africa, its 
most important trading and investment 
partner in the region. However, the pres-
sure on Tanzania to rethink its EPA con-
figuration decision increases.8 Since EAC 
cooperates with COMESA on the im-
plementation of its integration and trade 
liberalisation agenda and is regarded as 
fast-track initiative for the COMESA 
CU it would make sense if Tanzania 
joins COMESA and leaves SADC.

An issue that is often raised when dis-
cussing the end of multiple member-
ships and how EPA configurations and 
regional integration bodies could match 
is the one of an “associate membership”.9 
The authors argue that countries with 
multiple memberships in regional inte-
gration frameworks only have to opt for 
one CU but could keep their preferen-
tial trade arrangement with the other 
regional integration block by negotiat-
ing an FTA with it or by becoming an 
“associate member”. However, it has to 
be considered that the negotiation of 
an individual FTA is only possible if all 
members of the CU agree. The SACU 
member Swaziland for instance can only 
join the COMESA FTA once it gets the 
concurrence from its SACU members. 
The same applies to the EAC member 
Tanzania, which can only negotiate an 
FTA (like the EPA) together with its cus-
toms union partners Kenya and Ugan-
da. Any country does therefore need to 
undertake a detailed examination of its 
economic, political and strategic inter-
ests in regional integration before finally 
opting for a regional integration scheme 

that established a common external tariff 
regime vis-à-vis the EU. 

In fact, only two integration blocks 
in the region, EAC and SACU, have 
reached a certain level of economic in-
tegration and would be in a position to 
jointly negotiate an EPA with the EU. 
However, neither an EAC nor a SACU 
EPA was on the agenda. Still, the forma-
tion of a CET towards the EU is regarded 
as baseline for discussion (EC DG Trade 
2006 a, b). This implies either that 

a)  The ESA and SADC EPA configu-
rations change so that one EPA com-
prises all members of the existing 
CUs. EAC and SACU would than 
have to align their CET towards the 
enlarged CU; or 

b)  The ESA EPA and the SADC EPA 
agree on the same CET, which again 
would be likely to follow the CET 
of the TDCA since the SACU re-
gion has already-locked in its CET 
towards the EU.

The latter would be the scenario of 
“one happy family”9 and is unlikely to be 
achieved in the short- to medium term 
considering countries low level of intra-
regional trade, protectionist trade re-
gimes, divergent economic interest and 
the little progress on regional integration 
hitherto. The case of “one happy fam-
ily” would require that the SADC EPA 
and the ESA EPA harmonise their posi-
tions vis-à-vis the EU, most of all with 
respect to tariff liberalisation. This was 
originally envisaged by the COMESA 
and SADC Secretariat but to date no 
progress of harmonised positions of the 
two EPA configurations was reported. 
Therefore, the re-thinking of EPA con-
figurations and their improved match-
ing with regional integration schemes is 
indispensable if regional integration in 
southern and eastern Africa should not 
be further disrupted. If EPA configura-
tions match with countries’ strategic, 
economic and political interests in re-
gional integration, EU pressure to nego-
tiate EPAs as regional blocks might even 
help to effectively address the problem 

8  The East African (06/03/06): “SADC countries agree 
to give food aid to Tanzania” (online): http://www.
nationmedia.com/eastafrican/06032006/News/Regi-
onal060320066.htm, accessed 18/04/06.

9  Hess, Richard / Hess, Simon (2004): “A Pending Crisis of 
Overlap”, eAfrica. Johannesburg: SAIIA (online): http://
www.saiia.org.za/modules.php?op=modload&name 
=News&file=article&sid=422, accessed 30/11/2005. 

One solution to multiple mem-
bership would be to extend 
the membership to only one 
RTA through “associate mem-
berships”
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of overlapping memberships to rivalry 
integration schemes. However, if EPAs 
push too much, the fragile integration 
schemes might be destroyed. 

2. Feasibility of Alternative EPA Con-
figurations and their Implications for 
Regional Integration: The SADC EPA 
Proposal

In March 2006, South Africa asked 
together with the SADC EPA members 
the EU for a single trade deal combining 
the TDCA review with the creation of a 
SADC EPA. As economic and political 
power of SADC, South Africa is inter-
ested to align its trade agreement with 
the EU with regional trade relations in 
a SADC framework. The EU also pre-
fers a single trade deal with SADC which 
could significantly reduce the inconsist-
ency of EPA configurations with region-
al integration bodies in southern Africa. 
The proposal of the SADC EPA foresees 
that 

a)  South Africa and the BLNS coun-
tries form a common EPA. EPA ne-
gotiations would be aligned with the 
ongoing TDCA mid-term review by 
accommodating BLNS interests. As 
stipulated in the TDCA, services 
and trade-related issues would only 
be subject to cooperation on a non-
binding basis. 

b)  The rest-SADC countries would 
become associated members of the 
SACU EPA but do not share SACU’s 
CET vis-à-vis the EU. They negoti-
ate either an individual EPA with 
the EU or, in case they are classified 
as an LDC, can maintain a non-re-
ciprocal trade relationship under the 
“Everything But Arms” (EBA) ini-
tiative.

c)  SACU and the associated SADC 
members form a CU according to 
the SADC Trade Protocol by 2010. 
In a mid-term review, the SACU 
EPA could be expanded to a SADC 
EPA.

The EC has generally agreed to this 
proposal and sees it as a basis for negotia-
tions. It is however regarded as difficult 
to grant South Africa the same (EBA) 
market access like the BLNS countries 

due to different development degrees. 
Moreover, the proposal of the SADC 
EPA to contractualise the EBA initiative 
for Angola, Mozambique and Tanzania 
is regarded as problematic since LDCs 
might escape from this status10. Another 
dispute is the exclusion of “new trade is-
sues” (competition, investment, govern-
ment procurement, intellectual proper-
ty…) which were kept out of the TDCA 
and which the SADC EPA made clear it 
would first have to agree on in a regional 
context before negotiating towards the 
EU. 

In the proposal of the SADC EPA, 
SACU would be the “building block” 
for SADC’s deeper regional integration. 
South Africa’s position vis-à-vis the EU 
and the rest-SADC members would be 
strengthened when SACU’s trade rela-
tionships with its major trading partner 
is harmonised. However, the level of 
economic integration of SADC mem-
bers is an obstacle for the operation of 
the SADC EPA proposal, which does 
not offer a guarantee for harmonised 
SADC-EU trade relations by 2010. The 
implementation of the SADC Trade 
Protocol lacks progress and some coun-
tries are hardly involved in intra-regional 
trade. Moreover, the problem of Tanza-
nia’s incompatible regional memberships 
in EAC and SADC, the chaotic regional 
strategy of DR Congo and the issue of 
the new SADC member Madagascar, 
which also belongs to COMESA and the 
ESA EPA, need to be addressed. Moreo-
ver, it needs to be considered that the 
implementation of the SADC EPA pro-
posal would split COMESA, with some 
members finally opting for regional in-
tegration in SADC (Malawi, Madagas-
car, Mauritius, Zambia, Zimbabwe…?), 
some CU members (Kenya, Tanzania, 
Uganda…?) and the rest being either 
part of the COMESA FTA or being asso-
ciate COMESA members that are hardly 
involved in intra-regional trade

Both, SADC and COMESA are still in 
the infancy of economic integration and 
have not yet established an FTA for all 
their members. Though the SADC and 

10 Falkenberg, Karl (2006): “The Development Dimen-
sion of Economic Partnership Agreements (EPAs) – 
Are We Still On Track?” Panel Debate at the InWent 
International Policy Dialogue, 27-28 April, 2006, 
Berlin.

South Africa and the SADC 
EPA members try to formulate 
a common EPA-agreement 
with the EU, aligning the 
TDCA mid-term review with 
BLNS interests
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the COMESA Secretariat are the coor-
dinating institutions for the SADC EPA 
and the ESA EPA respectively, they do 
not have the mandate to grant tariff con-
cessions. This can only be done by the 
single countries that are part of the re-
spective EPA configurations. Because of 
the lack of economic integration and re-
gional harmonisation countries face ma-
jor problems to agree on a common de-
fensive position in accordance to WTO 
provisions. If however, the national 
exclusion basket within a regional inte-
gration framework differs, disruptions 
for regional integration occur. Once the 
countries have locked-in their external 
tariff vis-à-vis the EU without having 
harmonised it on a SADC/COMESA 
level, deeper regional integration be-
comes almost impossible. If for instance 
Zimbabwe has locked-in an external tar-
iff towards the EU that highly differenti-
ates from the one locked-in by Malawi, 
it will be very difficult to agree on a CET 
in a SADC framework and to form a 
SADC CET towards the EU. 

However, considering that any EPA 
comprising the BLNS countries needs to 
get the consent of South Africa accord-
ing to Art 31 of the SACU Agreement, it 
is assumed that the SADC EPA proposal 
will be the basis for entering into an EPA 
with the EU. To what extent the propos-
al is feasible with respect to aligning the 
SACU EPA with other SADC member 
states depends to a large extent on coun-
tries’ ability and willingness to imple-
ment the SADC CU. According to the 
SADC EPA proposal SADC countries 
could currently stay with the ESA EPA, 
negotiate individual EPAs or, if they 
have the LDC status, maintain a non-re-
ciprocal trade relationship with the EU. 
Only by 2010, when the SADC CU is 

going to be established, they would have 
to decide whether they become part of 
the SADC EPA or not. However, such a 
postponement of decision would come at 
a price. The more different trade regimes 
exist in the region, the more economic 
integration is complicated and the more 
the risk of trade diversion by unrecorded 
imports increases. Furthermore, coun-
tries that enter into an EPA in a regional 
body would have the option to accom-
modate their interests while single late-
comers might have to accept what they 
get. 

Apart from the difficulties to align tar-
iffs it has to be clarified whether coun-
tries that negotiate an individual liberali-
sation schedule with the EU now will be 
able to reverse their decision when join-
ing the SADC CU later. In other word: 
will the decision for a regional CET in a 
SADC CU be superior to bilateral ob-
ligations entered into prior the CU has 
been established? In fact, the flexibility of 
external tariffs would be crucial to let the 
proposal of the SADC EPA work. First 
of all, SACU’s and rest-SADC members’ 
external tariffs would have to be aligned 
by 2010 when entering into the SADC 
CU. Secondly, the SACU EPA would 
need to be revised when accommodating 
the interests of the non-SACU SADC 
members according to what has been 
agreed in the SADC CU. 

These questions need to be clarified as 
soon as possible to allow the countries 
a well-informed decision how to act in 
ongoing EPA negotiations. Since the EU 
postponed its urgently awaited response 
to the SADC proposal from October 
2006 to December 2006, SADC EPA 
negotiations are stalled and less than a 
year will be left to finalise them.

SACU could function as build-
ing block for SADC’s deeper 
regional integration – yet the 
level of economic integration 
of many SADC-members is an 
obstacle to this operation
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