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What are EPAS?

Economic Partnership Agreements (EPAS) are intended to be regional agreements
which liberalise trade between the European Union (EU) and African, Caribbean and
Pacific countries (ACPs). EPAs were originally expected to be signed by the end of
2007, after six years of negotiation. They were intended to replace existing
agreements, which provided ACP exporters with preferential trade access to the EU
market. Although EPAs are being proposed by the EU as tools for development, they
actually threaten to have a disastrous impact on jobs, livelihoods and the
environment for those
developing countries
that sign up.

Many southern African
countries have been
major trading partners
with the EU since
colonial days. In order
to maintain access to
European markets for
their exported goods a
number of countries,
after lengthy
negotiations, have
initialled Interim EPAs. :
However, due to a number of detrlmental and contentlous clauses, some members of
the Southern African Development Community (SADC) have refused to sign up to
EPAs, despite significant pressure from the European Union.

The EU had trade agreements with countries in Africa, the Caribbean and the Pacific
but these were held not be in line with WTO rules. The EU therefore proposed that
EPAs be introduced to ensure that the trade relationship between the EU and ACP is
in line with the rules. They insisted that countries allocate themselves into regional
blocs before seeking to get agreement from them individually. Full EPAs, as
proposed by the EU, included issues such as services, investments and intellectual
property (so called Singapore Issues) which are not required by the WTO. Under
pressure, the EU has proposed “Interim EPASs”, limited to markets for goods. This is
seen by the EU as a temporary measure and a step toward a full Economic
Partnership Agreement in which a country fully opens its markets to European
industries, agricultural products and services.

“EPAs carry little promise for developing countries and pose to be a
stumbling block to socio-economic development in Malawi and Africa at
large. The EPAs are nothing but European Union (EU) strategy to advance
neo-liberalism and foster interests of Transnational Corporations (TNCSs) in
Europe at the expense of Africa’s critical developmental needs at hand.”

Obstacles to development

Rather than helping poor countries use trade to overcome poverty, EPAs in their
current form are more likely to increase poverty. EPAs will allow African markets to
be flooded with European goods which small producers and infant industries will not
be able to compete against. This will not only threaten the livelihoods of producers



but may also lead to food insecurity, due to an increased reliance on imports instead
of locally sourced produce, leaving people even more vulnerable to increased global
fluctuations in the price of food. Many countries which are reliant on revenue from
taxes on EU imports will increase their dependence on domestic taxation, as
important taxes are reduced or even removed, and be forced to decrease their
spending on social service as their income reduces, hindering their chances of
meeting the Millennium Development Goals.

Development should be at the heart of the relationship between the EU and
developing countries and should therefore be central in any trade agreements.
However, the European Commission will not provide any additional funding for
countries to make the difficult transition to EPAs beyond the existing Aid for Trade
(AfT) scheme, claiming that EU member states should increase their spending on the
scheme. AfT was implemented by the WTO in 2005 to help developing countries
adjust to trade liberalisation. The Overseas Development Institute (ODI) has stated
that African states will lose significant tariff revenue very quickly as a result of trade
liberalisation; hence, development aid, particularly in the form of financial support, is
essential.

Worsening the economic crisis

The Cotonou Agreement, introduced in 2000 between EU and ACP countries, was
supposedly conceived to promote sustainable development, with the purpose of
gradually integrating the ACP countries into the world economy. Its most radical
proposal was to replace non reciprocal trade preferences, given to ACP countries by
the EU, with EPAs by 2008. Instead of promoting development cooperation and
economic and trade cooperation though, EPAs will worsen the current financial
downturn. African countries are required to
reduce their tariffs to zero (over a period being
negotiated) for up to 70% to 80% of their imports;
as a result, there will be a considerable loss of
tariff revenues. Kwasi Adu-Amankwah, general
secretary of ITUC Africa has said “Excessive and
hasty trade liberalisation has allowed cheap and
heavily subsidised imports, mainly from Europe,
to wipe out domestic production”. In addition, full
EPAs will require African countries and
governments to reduce any preferences they give
in government procurement to public services
and local firms, thus encouraging the privatisation
of state-owned assets and services.

The liberalisation of public services will benefit
the short-term profitability of foreign
multinationals, opening up new opportunities and
markets for them instead of promoting long-term . :
investment, equal access to services and development. Privatisation is likely to
cause the reduction of service delivery in areas which are not considered profitable,
the introduction of very high fees for services and utilities and the promotion of
private monopolies and concentration of assets and resources on shareholders. This
would prevent the most vulnerable people from having access to essential goods like
water, health and education. According to Thomas Deve, a policy analyst with the
United Nations Development Programme (UNDP), EPAs will “give European big
business a monopoly, which is in itself anti-development.”




“The fear is that trade liberalisation will result in a flood of cheap imports,
thereby destroying ‘infant’ local industries, creating mass unemployment in
the process is a reality in the SADC and ESA regions which should not be
taken for granted. In view of the differences in the levels of development,
ESA and SADC states should not make the same level of commitment as
EU countries under EPAs, especially with respect to market access.”

Lucia Matibenga, Southern African Trade Union Coord  inating Council

The current global economic crisis, having seen a fall in exports from many countries
and a reduction in foreign aid and investment, forces a rethink on free trade
agreements. Seven severe problems for African countries, accentuated by the
downturn, will stem from the implementation of EPAS:

1. The trade balance between Europe and Africa will worsen further, to the
detriment of Africa, due to an increase in subsidised European imports.

2. Unemployment will soar as small producers and infant industries attempt to
compete with European goods. According to Kwasi Adu-Amankwah, general
secretary of ITUC Africa “The huge employment deficit in Africa could be
worsened by EPAs. We are calling for solidarity to save jobs in Africa and put
employment creation at the centre of all trade and investment policies.”

3. The zero-tariff or low-tariff regime will weaken domestic industries and farms,
making it difficult for them to survive or to develop as they attempt to compete
against European goods.

4. Regional integration and established intra-Africa trade will be undermined by the
new regional trading blocs, established as a requirement of EPAs.

5. The cut in tariffs will cause a significant fall in government revenue, depriving
African countries of vital income which would assist in development.

6. The pressure to liberalise financial services and introduce new financial
instruments will increase the financial vulnerability of countries and lead to a
highly deregulated banking sector. During the G20, European leaders have
themselves considered how to strengthen the regulation of their financial
institutions; yet, paradoxically, EPAs would make it very difficult for African
countries to have any control over their financial services.

7. Liberalising investment in the agricultural sector could result in countries handing
over rights to foreign corporations to exploit forests, fisheries and agriculture. This
could lead to small farms as well as forestry being replaced by export-orientated
agriculture and have a negative impact on subsistence farming and food security
as well as on the environment, with increased rates of deforestation.

Regional (dis)integration

The EU considers EPAs to be a WTO compatible way of promoting growth and
economic integration in the developing world. The EU Trade Commissioner
Catherine Ashton has claimed that “these are good agreements that support
economic development and integration in the ACP and provide stability in these
economically turbulent times”. However, this view is contested by many influential
voices in the region. Oduor Ongwen, a member of the Southern and Eastern Africa
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Trade Information and Negotiation Institute (SEATI), challenged the EU’s argument
claiming that “if the EPA was serious about enhancing regional integration it would
have recognised and respected existing regional and economic blocks and
negotiated with them.”

EPA negotiations have also resulted in the establishment of four new trading
configurations in southern Africa, known as the ‘definition of parties’. This has
resulted in the subdividing of existing trade groupings including the Southern Africa
Customs Union. Each of these trading blocs has signed up to a different set of rules
with the EU on product coverage, exclusions and the time frames in which trade
liberalisation will be imposed. These rules in many cases will undermine and
supersede established regional trade agreements and will require a new layer of
customs administration for countries concerned.

Dr. Rob Davies, South Africa’s trade and industry minister, said: “We were not
legally obliged to enter into the EPA (negotiating) process. But we did so because we
thought it could be a step to regional integration (in Southern Africa). I'm afraid it has
worked out in an endgame that could contribute to regional disintegration.” The
differentiated tariff structures resulting from EPAs will pose a major challenge for the
future of the Southern African Customs Union (SACU). There is a recognised need
for more coordination among members of existing negotiating regions, yet this is
being undermined by EPAs. The SACU Secretariat have argued that the potential
withdrawal of South Africa from EPA negotiations would pose “a challenge” for the
union as it not only breeches SACU’s own rules but also the WTO rule which
prevents customs unions operating different export tariffs.

According to South African Deputy Director of Trade and Industry, Xiam Carim “Many
countries feel that the EPA in its current form would undermine the regional
integration agenda.” According to ODI it is the integration of Eastern and Southern
Africa (ESA) and the Southern Africa Development Community (SADC) that may be
most seriously affected by EPAs. This is due to major differences in liberalisation
rules and exclusions agreed between regional trading partners and those
agreements secured in negotiations with the EU by countries that have initialled
Interim EPAs.

The UK government have so far been supportive of EPAS, but this has undermined
their ambitions to address difficulties in intra-Africa trading. In particular, the Regional
East Africa Integration Programme (REAP), which has recently been launched by the
UK Ministry for Trade and Development, will find it difficult to achieve its goal of
“deepening regional economic integration” as EPAs will further complicate regional
trade relations by re-drawing economic and geographical groupings in southern and
eastern Africa.

Throughout the EPA negotiations civil society and particularly the trade union
movement in southern Africa movement have been highly vocal in their calls that
trade and economic integration should raise the standards of living and work, not
lower them. However, they have been united in saying that their concerns have been
overlooked. According to the Malawi Congress of Trade Unions “There has been lack
of substantive involvement of civil society organisations such as trade unions, human
rights originations, farmer and faith based institutions, indigenous business
community, women groups among others.”

This was also echoed by Lucia Matibenga from the Southern African Trade Union
Coordinating Council (SATUCC) who said “The lack of effective stakeholder
participation in the negotiations [is] exemplified by the general lack of awareness
among most stakeholders about EPAs and their implications.”



The southern Africa region

Zimbabwe, which belongs to the East and Southern Africa (ESA) negotiating group,
agreed to sign an Interim EPA in November 2007 but is yet to conclude its
negotiations towards a full EPA. The level of flexibility in Interim EPAs will be critical
to the evolution of the ESA-EU relationship. Of particular importance are the
inconsistencies in tariff-elimination commitments, which are likely to undermine new
regional cooperation and integration initiatives.

Angola, Botswana, Lesotho, Mozambique,
Namibia, Swaziland and South Africa are
negotiating an EPA with the EU as the
SADC EPA Group. Interim EPAs are
provisionally in force for Botswana, Lesotho,
Mozambique, Namibia and Swaziland.

Mozambique, Botswana, Lesotho and
Swaziland have signed IEPA in order to
continue receiving trade preferences with
the EU on certain exports. However,
according to the ODI Swaziland is the
second most vulnerable ACP country in
terms of the share of its exports to the EU
that would be adversely affected.

Angola, Namibia and South Africa have
expressed opposition to a number of terms
in the IEPA, as well as the signing by some
members of the group which in their view will
have negative implications for regional
integration. The three countries concerns
about the interim agreement include: the Most Favoured Nation (MFN) clause, infant
industry protection, export taxes and levies, quantitative restrictions, free movement
of goods, impact on food security and definition of parties.

Although trade officials have reached consensus on eight out of ten of the main
outstanding contentious issues there remain two substantial unresolved points:

The Most Favoured Nation (MFN) clause.

The MFN rule was introduced by the World Trade Organisation and requires a
country to treat all trading partners alike. This clause would ensure that if South
Africa, for example, made greater concessions in a deal with another country, the
EU would automatically enjoy the same level of access.

The “definition of parties " issue.

Geographic configuration is a challenge because the SADC region was
negotiating EPAs under four different configurations, which would hamper plans
for future regional integration.

In April 2007 the EU announced Duty Free, Quota Free access (DFQF) to all African,
Caribbean and Pacific (ACP) countries as part of the EPA negotiations. This offer
covers all products including agricultural goods like beef, dairy, cereals and all fruit
and vegetables, with a phase-in period for rice and sugar. The only exception to this
rule is South Africa, which will if it signs an EPA, have to continue paying import
duties on a number of products which are defined by the EU as "globally
competitive." Namibia has seen the removal of some export tariffs and quotas since
Duty Free Quota Free Access was introduced, but may lose these benefits if it



refuses to sign an EPA.

The EU has been pushing for negotiations to be concluded with some urgency. The
EU commissioner Catherine Ashton said “I think | have done all | could, both in terms
of substance and timing, to accommodate the concerns expressed by the ANSA

group.”

However, South Africa’s chief trade negotiator, Xavier Carim, has urged for
continued discussions to resolve outstanding issues. This has been seen as a push
by the EU, reflecting their unequal bargaining power, because “they link trade and
development and promise African countries development aid based on progress with
the EPASs” according to Rangarirai Machemedze, deputy executive director of the
Harare-based Southern and Eastern African Trade Information Negotiations Institute.

Recent events

2008 came to an end with an important meeting between the new EU Commissioner
for Trade, Baroness Catherine Ashton, and the Deputy Minister of Trade of South
Africa. During the meeting, the new Commissioner expressed hope for a new
approach in advancing EPAs and indicated that a key objective would be to ensure
that South Africa was part of the EPA process.

2009 began with continued deadlock
on contentious clauses. In early
January, Angola, Namibia and South
Africa wrote to EU Member States
informing them that the SADC-wide
integration process will be
compromised if the current approach
on EPAs persists. In the longer term
different commitments in various EPA
arrangements would create divisions
in trade policy across the region.

In order to tackle these issues EU and SADC officials met during March 2009 in
Namibia. Despite being portrayed as a positive meeting by the EU the SACU
Secretariat emphasised that “a number of issues still remain that would need further
engagement between the two sides.”

The EU has continued to emphasise its calls on African governments to sign Interim
EPAs as a matter of urgency including calling on African trade ministers to set a final
date for their signing and a vote in the European Parliament to support EPA
arrangements with Céte d’lvoire and Caribbean countries. Baroness Ashton pointed
out that it was “an important political signal that the European Parliament has given
its assent.”

A significant report on EPAs and their impact on ACP countries was adopted on 9
April 2009, at the conclusion of the 17" Session of the ACP-EU Joint Parliamentary
Assembly that was held in Prague, in the Czech Republic. The resolution states that
EPAs must be made more flexible, allowing ACP countries to renegotiate contentious
clauses before signing agreements, and supported with more aid. The resolution also
emphasizes that these agreements must be instruments for promoting intra-ACP
regional trade and alleviating poverty.

South Africa, Namibia and Angola continued to refuse to sign EPAs at the beginning
of June, whilst Botswana, Lesotho and Swaziland agreed to sign up. On the 15"
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June 2009 Mozambique also signed up. The Botswana, Lesotho and Swaziland
decision to sign the interim EPA will hold major implications for the future of the
Southern African Customs Union (SACU) including the possible reassessment of the
distribution of revenue from the customs pool, which some countries are highly
dependent on. SA’s chief trade negotiator Xavier Carim said “The impact of this has
not been thought through yet, but there could be implications for the customs pool
and the way customs revenue is shared between the members, because the pool
functions on the assumption that the common external tariff is intact.”

The next months will be crucial for the negotiation of EPAs. No new deadline has
been set but, although contentious issues have not been resolved, some countries
have announced that they are willing to sign. At the same time, the EU’s objective is
to sign Interim EPAs as soon as possible. If these agreements are compulsorily
concluded without the participation of important actors, including South Africa, they
will jeopardise regional economic cooperation and integration.

ACTSA'’s position on EPAs

In the current context of the global economic downturn, EPAs in their current form
will only benefit rich European countries while worsening the already difficult situation
in ACP countries, including southern African countries. Trade negotiations seem to
be at a turning point, we are concerned that if the EU pushes for rushed completion
of the new trade agreements without addressing the outstanding issues, there will be
three main negative consequences:

1. The crucial process of intra-Africa regional cooperation and integration will be
severely undermined.

2. Jobs will be threatened as imports from the EU flow into African markets.

3. Development will be hampered by the loss of government revenue due to
tariff dismantlement on EU imports. EPA revenue loss will create problems in
financing critical services including education, health and poverty reduction.

1. The EU and British government to support the development of regional
frameworks and the implementation of arrangements that promote regional
trade and integration as a pre-requisite of successful EPAs.

2. The full involvement of parliamentarians and civil society, including the trade
union movement, in continuing EU-ACP trade negotiations

3. The 'Singapore issues’, including the liberalisation of services, investments
and intellectual property, dropped from WTO negotiations, to also be dropped
from EPA negotiations.

4. The contentious issues in Interim EPAs, including the “Most Favourite Nation”
and the “definition of parties”, to be re-negotiated prior to them being signed.

5. Human centred development and people’s livelihoods as well as trade-related
development assistance to be fundamental to the EPA negotiation process.



Action

Write to Douglas Alexander, Secretary of State for International Development,
to raise your concerns.

Rt. Hon Douglas Alexander MP
Department for International Development
1 Palace Street

London

SW1 5HE

Dear Secretary of State,

| believe that trade is key to development in southern Africa and welcome the efforts
that the British government have been making to strengthen regional trade in the
region. However, | am deeply concerned that those efforts are being undermined by
unfair free trade deals currently being negotiated with the developing world.

I'm particularly concerned about the impact that Economic Partnership Agreements
(EPAS) are likely to have on some of the poorest people in the world. These deals
risk harming jobs, livelihoods and the environment and are receiving huge opposition
from civil society, trade unions and parliamentarians across southern Africa.

If these trade deals are allowed to continue in their current form, millions will be
pushed further into poverty, lose their jobs and livelihoods, see their public services
and environment deteriorate.

I would like to see a new approach to trade that truly supports long-term, sustainable
development around the world. The time has come to turn European trade policy
around.

Please stand up for the rights of billions of poor people and do everything you can to
put pressure on the European Union to:

- Stop unfair EU trade deals with southern Africa,
- renegotiate the contentious clauses in EPAs,

- Commit to rethinking EU trade policy so that it prioritises development,
environmental sustainability and human rights in poor countries,

- Open up European trade policy to enable better democratic accountability and
scrutiny by parliamentarians and civil society.

Yours sincerely,




Action for Southern Africa

231 Vauxhall Bridge Road, London, SW1V 1EH, UK
Tel: +44 (0) 20 3263 2001

Fax: +44 (0) 20 7931 9398
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