[image: image1.png]Copasn (W Carvacamton
o ol and deegment

Confiation oo dos NG
[P —










ACP-EU Joint Parliamentary Assembly
                           21st Session – Budapest








                      16-18 May 2011

CONCORD Cotonou working group 


Briefing paper


2011 seems to be a busy year for Trade and Development. After the reflection about the way forward with EPAs last year, negotiations seem to have picked up again in some regions. On 2 February the Commission issued a Communication on raw materials and commodities and on 10 May it released a legislative proposal for a radical reform of the GSP.

In the mean time an online consultation about Trade and Development that was announced for the end of April has been postponed, but could be launched any time soon. This consultation should feed into a Communication on Trade and Development by the end of the year.

A new Communication on Trade and Development

Last year when the European Commission renewed its overall trade strategy via the Communication called “Trade, Growth and World Affairs” (TGWA), it announced that it would also issue a separate Communication on Trade and Development this year
. In itself, this is rather peculiar because most of the overall trade strategy actually targets developing countries and there is no elaborate strategy on the trade relations with the developed or OECD countries. The negotiations with Canada for a bilateral free trade agreement (FTA) launched in 2010 are an exception.

In its overall trade strategy, the EU describes its offensive and defensive economic interests and the policies to achieve them. The EU wants to strengthen its position in the world market by seeking a “fair share” of the growth of developing countries. This is done by opening their markets for goods, services, investments and government procurement. The EU wants to strengthen disciplines on the protection of intellectual property rights, competition policy, customs administration, data protection, raw materials exports, etc. In pursuing these goals the EU increasingly seeks reciprocity from the developing countries, especially from the largest or fastest growing emerging economies.

If this is how the EU’s trade policy is formulated and how its approaches and instruments are designed, what is then the purpose of a Communication on Trade and Development? According to “TGWA” itself, the Trade and Development Communication would examine “how our trade policy can best serve development”, meaning how the existing trade policy which pursues the EU’s economic interests can also contribute to another objective, or to the “non-trade concern” called development.

The Trade and Development Communication would therefore target the less developed countries where the EU would not have strong economic interests but where its trade policy instruments could be used to strengthen the local economy and to help countries “integrate more into the world economy”. The main question here will of course be to what extent this approach would really start from development objectives, needs and capacities of the targeted countries and to what extent it would actually try to pursue the economic interests of the EU with development arguments. In other words, how much will it be about "how the EU's trade policy will serve development", and also about "how development arguments can serve the EU's trade policy".

The EPAs are a case in point. The EPA negotiations have not progressed because the negotiations have not so much been about trying to seek what trade policies would work best for the ACP countries (according to the ACP countries themselves). Instead the negotiations are about how to make the ACP countries accept as much as possible of the EU’s FTA model text so that EPAs fit in with the overall EU trade approach. 

The new development is that the EU is increasingly open about its double agenda. European Commissioner for Development, Andris Piebalgs, does not hide that by helping countries develop their raw materials production, mining and transport infrastructure and their economic regulation including intellectual property rights and competition rules, the EU also helps the EU economy. Indeed, Piebalgs wants EU development policy to focus more on this kind of cooperation, including in a mixture of grants and loans to increase leverage and increasing partnerships with the EU and developing countries private sector. An EU member state diplomat gave a franc interpretation of what this could mean: “If the Chinese can obtain mining concessions in Africa by building roads, then why should the EU as the world’s largest donor not use its aid money to further its economic interests?”.

While it is clear that the new forms of cooperation that the EU is seeking can bring about mutual benefits and win-win results, the danger is that this approach would make development policy the servant of trade policy and that its focus on human and sustainable development would be reduced.

The announced Trade and Development Communication in any case shall be co-authored by Piebalgs and the EU Commissioner for Trade Karel De Gucht and a large part of it shall be about Aid for Trade. The online consultation that will be launched soon will ask for feedback on trade in goods, services, investment, public procurement, intellectual property rights, and sustainable development as well as raw materials, Aid for Trade, the role of the private sector and trade and natural disasters. 

The Trade and Development Communication will however not be about EPAs or the GSP.

A radical reform of the GSP, saving the EU €1, 1 billion 

On Tuesday 10 May, Commissioner De Gucht presented a legislative proposal to radically reform its Generalised System of Preferences (GSP). The current EU GSP consists of the overall GSP for all developing countries; the GSP+  offers more market access for vulnerable countries that have ratified and implemented 27 labour and environment conventions; and “Everything but Arms” (EBA) that offers duty free quota free market access for the Least Developed Countries (LDCs).

The legislative proposal wants to throw out more than half of the developing countries. In taking out countries “like Kuwait, Russia, Saudi Arabia and Qatar” the new GSP would “focus on needs”. The EBA for LDCs would be left unchanged.

However the Commission uses only one criterion to distinguish the needy and that is the income per capita classification of the World Bank. All countries in the “upper middle income” and the “high income” category (which stretches from US$3.946 to US$12.195) will be removed. This means that most oil producing countries are out, especially when they are thinly populated, but that China or Iran and Iraq are still on the list, and so are some of the main beneficiaries of the current system like India (€13.1bn in GSP export), Thailand (€4.2bn), or Indonesia (€3.4bn). On the other hand 21 ACP countries will be taken out, 8 out which are still negotiating regional EPAs (Botswana, Fiji, Gabon, Mauritius, Namibia, South-Africa, Palau, Seychelles – the other 13 are Caribbean countries which have concluded a full EPA). They now know that if they fail to conclude regional EPAs, they will no longer benefit from GSP or they will have to fall back on the contested bilateral interim EPAs that they had to accept at the end of 2007 in order to maintain their privileged market access (except for South Africa which has its own trade agreement, the TDCA).. 

The Commission also proposes that countries that already have a trade agreement with the EU (like an EPA, even and interim one) would no longer be eligible two years after the application of the agreement . This will bring the number of ACP countries that will no longer be on the list of GSP beneficiaries to 28 (adding Ghana, Ivory Coast, Cameroon, Kenya, Zimbabwe, Swaziland and Papua New Guinea).

Removing ACP countries from the GSP scheme will further increase the division among the ACP countries. Since the end of 2007, member states of customs unions and regional groupings in Africa and the Pacific may have three different market access regimes to the EU (interim EPA, GSP, EBA), they may now have a fourth one: MFN!  (the tariffs currently applying to developed countries only). This is very remote from the pre-2007 situation where ACP countries all enjoyed the same market access to the EU based on a WTO waiver. This is also very remote from what both EU and ACP civil society and indeed also the ACP countries have been advocating - namely that all countries in Africa which belong to customs unions that have a majority of LDC members, should get LDC treatment.

The new GSP would also serve the EU’s “access to raw materials strategy” as the benefits can be taken away in case of “serious and systematic unfair trading practices including those affecting the supply of raw materials, which have an adverse effect on the Union industry". The whole operation will also save the EU €1,1billion in customs revenue loss! 

Recommendations:

· “Trade and Development” policies should not override the focus on human and sustainable development

· Differentiation among developing countries should not be based on a single criterion like income 

· GSP reform should provide a soft landing for ACP countries not in a position to conclude EPAs
For further information, please go http://www.concordeurope.org/    Tel +32 2 743 87 81
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�	 “TGWA” (COM(2010)612)replaced the 2006 Communication “Global Europe, Competing in the world” (COM(2006)567). The new Trade and Development Communication would replace the 2002 Communication “Assisting Developing Countries to benefit from trade” (COM(2002)513).





